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A. Recommendations

1. Funding

USAID!Pakistan recor:~ends an ESP grant I()f 3110 millioUJ foil'
thp Private Sector Power CPSP) Project with a PJroject Assistance
Completion Date (PACD) of Septel':1heJr )(JI, 1998.

2. Geagraphic Code

Goods and services financed by A.J.D. under this ?roject
shall have their sOUirce and origin in countries rnchDded in A..LE>.
Geographic Code 000 or Pa~istan.

l. Waiver Reauests and Deter~inations

USAID!Pakisit"m requests U;att the GC and H/SER/AMl obtain a
determi nat: ion by t: he "'It/Am:: th~lit UIC fd] ap'pHcatio~b of the Cargo
Preference Act is not practical w~th regaJrd to the project. A draft
action memorandum for AA/A"£: is contained in Annex p~ Mission Director's
Certifications and l;.;'/MilE Deiten;,dil!1JatnOiil'.s.

The proposed project is the culmination of many years of
donor-GOP policy dialogue on the need to increase the role of the private
sector (psi in generating Pakistan's elect~icitV. The COP has recognized
the need to include the PS if the shortfall jl!1J power generatjon is to be
overcome. Relevant ministries are reviewing over 13 proposals to provide
from five to 12iCI!0I 'JiH' of po..er flro"", a 'J'arietj' of fuel:::i, at a variety of
sites, and fro~ a variety of different done~tic ~nd il!1Jternational
groups. The project is desigu,e\d1 Ito itu!f!']p !?;t;;iistal!1J cevelop an efficient
and effe;U ve method of integraltii ng !?s: po..e~ ,generaUon into the national
power sector. The intention is lo help achieve Seventh Plan (1988-93)
objectives and lead to the possibility of even bigge~~ ?S involvement
during the Eighth Plan.

USAIO's PSP project is expected to form part of a multi-donor project.
uncer World Bank lea..1ership, entitled "'P!iivate Sector Energy Development
project". The mul ti-donor oroject pro1vides for Jfi nanci ng stand alone
resource development SUbprojects such as coal mines; the USAID project
~Ul only consider such slllIbprojeclts if they are dedicated to a PS power
plant, and proposed as a combined slllIbproject. The wider project
envisages almost $1. 9 hi Ilion in fincU1lcinq: $150 mi H ion froml the ~ror]d

!Banik~ $450 mil Hon frorl! other nm,..nllt Halt.er2] and bHate~l[a] donors
(including the Sl70 million froa OSAID), 5430 million in PS equity and
about S875 !IT1i1 !ion in ?S Jloans from !clcal and foreign commercial credl It.

sources and suppliers' credits. "The IiJISAJTD PSP project has been de~igned

to stand alione and! operate in the abs€'nce of any other donor
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contribution. The description and analyses in this Projecl Pap~r,

although coordinated with and consistent with the Dank project, are of
the UShID project. Detailed na~eria} on the Dank's multi-donor project
can be found in the world Bank's Staff Appraisal Report fI1226-PAK) of
June 6, ]988 (Annex J).

The major anticipated m,tput of the project is addHiiona] erectriciity.
The USlilD project is expected to pifovide at least 4ifW ~'!';,;; the amMtions
of the '""ider project <'He for tiP to 2, ]:OlOi additional n,f~,;. 'T'rds output w'i n
help to meet the project goal to prorote socia-economic d·.~l0pment in
Pakistan through incr~ased electricity geRerat~on. ~he p~rpose of the
project is to mohi! i Zf> pr i 'Ja:t.-, :~ector rt?'sources to f i nc1Rce, own al"d
oper~te po~er pJont~.

USAIO's project wi!1 finance three conpo~ents. The first is a four year
instHutior~i'd rleveJnpr"eil1Jt ("ffor,rt reqtddn'} u[1' to $2n.),UL Pli:.iHon. ThE>
project will finance technic~l a~5istance, training and conmortities to
strengthen the staff of the in~!ti!totions responsible for the GOP's review
and approval of priv~t~ sector proposals, and operation of the pund
described helow. This 7A will b~ available to support the entire
Rulti-donor project, not just the USAIO activity; any funds in the
projectTl'. hlHlq">t in e;o:ceF:S of ir;''':f't!is, f'!"ili:,f htl" reproqr-:tnm""d to the Fund.

The second corrpunent will consi~~ of a 5125 ~il]ion contribution to
estahlish the fner~y Developne~t Fund to he ad~iniste[ed by the National
Development Finance Corporation [~DPCD. The Pund will cover up to 30\ of
the total cost of PS subprojects. The onlending interest rate to
eligible private sector entitie~ ~ill he the prevailing market rate in
Pakistan, currently 14\. If this chanqed# it will only be with the
approval of USAID and the World Bant. Tbis includes a fee to cover
fore!gn exchange fist. The repaypent terns will be up to 23 years
including eight years' grace. The runti-~ono[ project envisages
contrihi3tions fn}ITJ trJl? 1'i'orid l1'iH'tl!\:# J),a:pim, ODA, Hall' and USAf!). "FrlE'

ltsian Developrnc·nt Har,~;# elDJ" a;1JC' ~P"?st u::errrany '!lase aLoo expressed
interest in supporting the f~nrl.

7'he t!lird COf",pOllI"nt pro",jdes $:11&.'9":;'71 rrcdi]liion for fi[1,ancing special
stvdies in 5UPPD[~ of the develop~ent of private sector power generation
in Patistan and for financial support for US and Pakistani firms
submitting proposaTIs to suppTIy electr:icilty to U)e GOP. In addition,
about $1.113 million will be used to (und Mission management surport,
evaluations and audics.

C. summary Pindings

This projec~ is ready (or imp]e~entatjon and is ~ocially,

financia)ly# economically sound and administratively and L~chnically

feasible.

D. project Checklist and nission Director's certifications

The project meets all ap~licahle statutory criteria.



Appropriate check lists are included in Annex D.

'i\lo certifications signed by the USltHJ!Pakisltan Hiissiion [pii rectolr are
included in Annex F. They are an f'ld.. 6lHeJ CerltHi~:;altiion an(b aUll Tt"f;;\

612(b) Certification.

L'
if:<t • AHPhC Concen"lS and DesiigUll Guidel ines

The concerns and design guidanines ~hich were raised at the

AtaP"::: review of the PH) (see lmne:r. It) are addlrem,ed :ir~ ~\nnex B.

J I. BackQ rotlnd

USAID and other donors U"i)V€, r.ee-n d1isctmsinq: the- need for )$

involvea:nent in the po"",eor sec!tolr ''''ultlh Itlhe' GOP for se'£(>lra] yealrs. I?iirrs.t:
r~su]ts came in J983 when !the GOP approved the inclusion of PS power
investments in the Sixth Pive-Year Energy Sector Development Plan. In
lmgust 1985 the GOP iS3ued a pod'G1t' slt~)lltef'ent (onDOWi:>(f] hy a soHcHaUor
for PS power irw€'stnen!t proposals, rlievl0'Doped with liJSltE[P funded teclh:;l:iicalJ
assistance.

In Decp.m'her 1987, t'h!?' GOP fOfiT'!aHy .a:PPlfOVNH the concept of a ffiuHii-dot'lior
Private Sector Power Project whiidll was toiinc1udl0' a, Nochl' a<:\'!!lIk iniiUadted
$550 million Energy Deve]opmrynt Pund to he administered by the National
De'Jelopment Finance Corporation O/lD>p'cll.

The project described ua] this PnOJjject Paper is suppoJrUve of the t.-m
initiated pund, and represents the result of intensive consultations with
the Bank, other donors, and the COP.

Power is critical to sustain econordic 'growth iin Pakistan.
During the 1980's, real GDP gre.... sHg~lit]y ness than 7i percent pelf year.
This growth resulted in a constantly increasing demand for power, nON
estimated to exceed 1 I percent per year. F'or IUlle pasll: eight years the
power system has been ~nab]e to n~et de~and. Widespread load shedding
has resulted and is e>:pe~ted to contimue for many years. A recent A.]I .D.
study estimated that in 1985 load shedding red~ced industrial value-added
by 8.8 percent, equivalent to an annlum] loss of $;350 ndiHion.

Theee are many reasons why Pakistan's power supply i:& inadeq~ate.

Pol itical problerrrts have delayed the development of major fu(o,iJe! projects
that could .:>Upply substantial m-us at Jleast cost. '1I''he present rate
structure cannot support the necessary investment levels. 'Ehe changJ:iin91
price of fuels has made varic~s therBill plants too expensive to j~stify

in the short term. tnost importantly, th~ level of investment required to
finance the needed plants exceeds the' resources of tlh:e GOP and ilts enelf'9!Y
dOllllors. Private sector ,:;loney ..,il] be required.
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The pot.ential ftkHJY.et for pdVit!t(> pow<'?'l' LB ]/H9"'. By D<'1I~J Pt~IUslt<:l!1ni ""un
need approximately 6,OCIO M.·~ of "Hlldit,:(}rr1iaU pOMer, re(!ll»uriitniQ iilniv~s~<,,'(>nlts of
ah·out IlJIS $6 bi H ion. ''The \·j~lIbH <lIlnid p~}w(>r D~'wdop~'N~tt. At~tlh.i!::r Hy UU~HJ'IJ):d

will probably be ahle l6 self-finance only 40 percent 01 ilts investment
prograrl. In the past, donors H1!avl!.:' pr«:V'.7idcd! ~)hOli]!t 45, poU'lrco"n(i: o~ (>lnil!)!'n'

sector investment needs, b~~t the r:O? ~,,;(mh1! bilke to ![iE:dm:e tthh, percelni!ttlq\')'
..me! ase donor re£.:o~lfCN;; in other seclt«:vtts. True pow:er si!:ctt<!),r 21U1re,:1:trliy
absorbs 29 percent of the tolal AnnuaD Develop~ent Plan, antrli energy
secto r ill H oC'~l it i on:R 31 r (> q, rea It i'r It flJ21!l1'l Hl:~:td It 1h, he}1,l<d uv'f, l!."<LtucadU Orli ,

,()gric~DHvre, and p{',j>lJlDt,t V{H'J pU,lInallitniq c~1pbhve~i!. ir~~(> PS couud' sUE'Pliy as
much as 4,000 MW of l~~ ad~ition~u poWer neeri~d during lhe Seventh and
Riqhth Pive Year Plans (UgB8-981.

'The pCMer ,"f"C~ «1J( i nJ P,,1J~' L~L~'n ".:',il!"C; ~re\'(d,o,p(>d bY' pd vad':~1 cOlnlPa'nnes

,!,ninl}! 'tr,<!? coRc,rJL.,n {'fili .. ~,;,IUij, Itih~" U,i\i'f;:tt, tli>."D; F1'"v)WH' priv"lt~' pn'<l",:,r Co]"!p:'tnit>.s
'were !'U<1\'tiif'JfJ<llniiz<?d ifJ Hut" 10'ilirli'l ,:<[".:("rr~tt.:ie<:. T,'j,,'f,i'tyt. wl,APTh'\, a
Semi -aQD!t:OI1D7';OUS "lo'J",rallT',('ru:ilii1!c~rr11':'Y, Uh'b~:;; n:::spoi:u:,i:bi: Di:tj>" f,x ::mpP]'ltn~1 !pnwer
to dlh areas Df the country except Karachi, which i~ ~erved by the
Karachi Electric Supply Corporatioall «KEScl. ~ajority ownership in KESC
is !hend by the '9l(»'JC'rniTN"IfJL Hall ll~l8J:Ji. ~,~j'i,Pl!h' aalld' KSSf so::nli!:a 5.& mdiHio'n
C'l~:5il::<CtTners deli'Jr~rin'f-lJ .?Jb,DQntt: y,,?,{[]{)(Q) '9!i''J!l)Wadttt-lh.oiUill'S ',<'tilth a. p€'a~: ae,mall1d' o,1f
a hnost 5, S!OJO 1'1"i~ «n, 21(]JI[)1 ~,~H' of ~,Ibti ,s 'h:<lI.i tto !h,,-" "'slhed!f; (hIe Itoih'wk 0'[

capacB:y). "J'fr~en" are il'JOi othN' ""li'lJ!!l1iH:aCilialllt slLl'ppliiers of !!'mwer Ito :':1'10'.'
gerlle.al plrrbl n,:" ~VlJlt he-C,iliU:s::r:- «)Iff iinJdlicll'::'qllll"lICues U!l1i ttlhe pll1lhn ic pO,... t""lf system;.
manJY indu~trial companies have iinstalled small gegerators. typically of ]
il:oS PIl'!7.

Private power experienJcl€"s lin {))it»ue:r \,~e\~~?'nQ)T'finq c(Olil1nltll'iies all'e stidD

embryonic. : I ChinJa, tvo coan fired units of 350 MW each have Leen in
operation .3;;nce n9:BJ5~ -i'H,''j['/i's iP"o-..er lP']atnJ!t UUl! HOHlb.,;;y is .?til1lio,ther e'xam'ple.
Pol icies or pro]€'ets: all"'" lh..eiialli]l cl()IJ1j;;;n,(flIi::'1"ed iilf\, TlWlfH:ey, JIitC:iia, .EnO:one<.:t,i11,

the !l)o"dinJ i C'im lRep'lllh n ii c, It'l~e Ph ii Di p'pii lf1)i2':l:. Thai Dal11dT>, amo: <Chilna. W'M l e none
of these has enlten".JI U1ie COi!1lsltullD'citnoln plh:as:e •..:1i 1l,lt.',ll!i!D1 H~r coall-lfii:redi

project n.i!1l 'TilJld:ey iis itn,e ch);seslt: It:(Qllim.P'ne1"',""lf1ltattD':m~ Eids have Ibeen
sol ncn ted and recen 7J€'-eii ,allicO !the r,dniftlnn9 EJ'foposf:rs ha.l,re Ibeern selected!. The

A1aE ,anJd SLT Bu~eaus have bepall in contact with Turtish officials and with
iUJ.S. propo:se~s to develop '" nessoJl!s:lleiune,r]'" It:.clJ aplP,lyi all Pakistan.

7ltle ~m":s aSseSS!r"ienJt of Itlhe [HJJitenJltu,ilIn )[(line OIf the P:S: iln PaKksltan's lB'li1le'lfgy
Sector, can he found ii!1l the Bant Staff Appraisal Report (SARI in Anli1lex Y.

Since the GOP .annoltH1lced tlhe )P'rii'",alte PmJ'eJ[ PoHcy ilUl! 193:5,.1l3

proposa]s--ranging fr Jl!ITI '5 ~'W llli~l'di][o mnH:s Ito ]00 W"", coal projects to
],200 ~l'D oU unJilts--have been received!. THllose t.mdelf' active c,onsideJratiion
by the GOP are described bri efly 'belcn... Imy or none may Ibe'come potenJ!tjial]
bOlfrowers from the Enelfgy DevelopF1!en!t Fund. "J!'heii If ir..chllSioli1l here is to
iinlUlstrate the acti vit ies of tH1Je GOP, the interest!: of Uee PS, aJli1ldJ tht£'
vaJriety <Gf potei!1ltial subprojects.



and
The

On

-5-

]. nub Chowk i : The Pi rst prj vate Secto( p~wer proposal: In
1986, the GOP publi shed an adverti sem:'~ent request in9 (:vl!'o;po~aJts: fol!' a
120 XW diesel power plant at Eub ChowJd near Karachi. QJJSAH> provided
consultants to help with the evaloation of the fourteen proposaJs
recei ved. A letter of intent was issued to fECiO on Judy ] 2, ] 9(1\8.

2 • .Lakhra Coal <.100 M~i): In Pebruary 1987, HaMbuHah ~iines,

in collaboration with Sierrmls of i'~est Germany, submit.ted! a proposal for ~

100 X-..1 coal-fi red plant ~t [,akhra. Power frOl'i1! the Milkhra plant was
offered at 86.5 paisa(about 5 cents) per kwh for the first ]2 years and!
62 paisaLSlL.Xl>ut 3.S cents) per lkwtu for the next ]) lte,i'lIlf's. ]n respOll1ise,

the GOP issued its first [~OI, which expiired on Q-tay rll,~9e;a.

li:abibulLtah w,as uni~bltl' to ~'1Irr.mge Ifiimmc:.iiu.g hHe ttids plfOjte'crt at the
.agn::ocd uilon colcctricHy i)ricco bC'h~rc Ithe cXi;Jlr.HJ1.O>i1i di"ne of thi.: LOn.

3. QlDetta COed DO ~",,): En &'eol!'l!.lI.i'\try 198:1, H"'tLdllbuH(lih Milnes, in
collahoration '.dth Sieruens of Heslt: CerlC"aUliy, sU~)(T';Hl!;;edl a secolilid proposal
for a )(1) a~1I plarutat Ql!.lIetta. P'Qi••elf fll'cmll the Qu.eHa. p']aUlit was offered! at
93 pilisa(abcut 5.3 cenlts~ per lk....,ih for Ithe first!: ]2' ye"us and 62' paiisa
(abouil: l.5) cea1llts) per !k....,b for tlhe next n: years. 'li'he' GOP'- s UYIr for the

]00 Ml1 Lan,hra Coal P]all1lit: aho 'C'overerl tthiis )()J MW p]all1llt at (luE!'ttta. H
seems likely this p]amllt •.... 111 anso be c,mce]ea lhy the GOP' because
Jabibullah has been un~bJe to arrange (inancj~g for their project at the

aqreed upon electricity price.

4. La!khra Coal (120 ~~In7»: lP'aUamd, Pyropow€'1f and. Bechtel
submii U:ed a proposal ia1l february ] '9l$7 Ito ami hI! a ]2'(1]1 ffi.p fU \!liiillii zed! bed!
combust.ion p0'l.<7er plant all: t,id(;hra. "ll'lhJiis iP,rOFosa] offered at price of 9i6
paisa(atxml!: 5.5 cea1lts» per !k ......h. 'Tlhte lP'a!l:]anudJ, Pyr(>power and. Bechtel!
pcoposal is no...... being acti ~Je1y com;:iidere'd! by the GOP, and anu LOI may !be
issued in the near [iUltiUlre.

5. Xea1lel 02({]J(]) ~1'l1): "['~be Xell1lel proposal for a 60llDJ MW o:iU-fired
power plaa1lt 'Was received ia1l October 1986 from a Sal!.lld.i firm. Auwther
similac proposal was rec,eived fro::;m lHa...,ker S:iiddeley POlwer EUl:giineer:iincg:
L.imnited of the Unit-ea Kill1igdo!I'ITl. Lalter, both firms agr'eedi to cOllllstrl!.llct
operate thei r plants as ,t! single 12(])(]) ~·n fmenace oH-fii Ired facD ity.
plant would he locateo at the ~oiUlth of Itne Al!.llo River, ll1le<llr Karachi.
Apr U 27, ] 988, foHo\ot1in'g ECC appro\'a n, all1i LOI was issiUled for this
1,200 M'l1 Project. Tfr1:e WJI was accepted! b~l :<enel! Oa1l Hay 26, ]988.

6. others: UlSA!)J) !knows of at least fOiUlr co-generation
proposals at a fairly advaa1lced! sltacg:e. There are aJlso good pJrospects for
private sector plants iUlsincg: Sanda TIt:3.tta coal, a larger and bette!!:
quali ty coal seam that has beea1l idea1lti fied by IJS;\Ii)" s: Ell1iergy Planning and
Developrnent Project 391-0410.

~. !a1IstitiUltional Settill1l9

~aa1lageli'i'<lent of the ea1leJr9Y seclttoJr in the GOP is complex. The



f()Ho~in9 deser ipUon is taker_ fro~ the ~"Oir]d B.imk t s; Staff 1\PPH\i i sJ1In
~eport:

Four ministries share the responsiM J ity for the e~lelr,'jY se~UJilr: tift€'

aH nistry of Pet roleum and Uatura] Res(JIlUJrces UWNR), t.!he ~HHH sttry M \tielh!l!"
and Power (l-\\,yP), the tHnistry of Produlc!tiofll Omp), iH10 the ~ijll1!isttJry of

Planning and Development (MPO). CONolinatti0:1 is provided! ~i the 8ner<}y
Wing of MPD, wnleh acts as a secret?ldal1. for the NatilonaD Fner9Y p'(),Hcy
COi]1J1'tittee O~EPC) and Erlergy Review Gn:mp {E.RG). WRPC"', responsible folf'
the formulation of GOP's overaB ener.giY policy. Pe\,iljiewof nvesltmelnit
plans and approval of energy pric:ng proposal::. is; n:mter ttl!: jl!]riistflJicltnon
of the EconolT'ic Coordination C'o!:)cnliUee' (Eee). Tne JE:JcectuUv~ CommdiHee vf
the national ECOnOijic Council Ol:c~nrc) and the Centrdlll 1l}e~le]~~pmenlt W'orldng
Party (CD11P) revie'"" and approve [1,atjor proposals ,~fHJ ~~roj<1:cb in a]l
sectors, inc]udjn~ energy.

The day-ta-day management of operations in the energy sect~r is vested in
a numbe II" of puh lie and prii va te secl!:o! e!T1ltt it i es. 'The ptllh D.ii " sec-Itor
entities are: the U'liater andPo><7er IT'Jetl'e]op..neU''Jt!: Aattn(1"~l:Hy (,~'L~PDA), Wlr,iidt
is responsible for dev~]opin9P..adkjjslt.aIll1i'S:Wle.lter reso~rces dlH'l' ronf ltlhiE~

const ruction, operat ion and [!"ilI nntte!T1lalniC'e of p0werr <1}'em~rattJi(;U" tr<l·nsmiission
and dj<::;!l::ribut~on faci 1 i ties IthrollDqlhcmlt the COl!]nltIfY, E~xce1i}h Ule l'~atraclhdi

area: the Oi J and Gas D€''Jeloplr!€'nll: C'oqJ1orat ion ¢OGII}C) forr exp]oraUon and
development of oil and g.as; the P31lknS~aU1i ~tiU1ierra] DeVEdopm€1ni1t Corporaltli<m
(P:JJDC) for the explorat ion and deve DOiJ1tneU1ill: of mdl :1JEH'all rest')l!]!tces; Ithe
State Petroleum Refinery and Petro:clhermtica~ Corporatul(}l!1i «Ptt:RAC) and the
National Refinery Li~ilted WRL) for 9'JI'ocessing creJde 0] l; Ci»1ld ttlh:e
Natio"al Petroleum Lirniteril OWL) for .al proposed hyCln)cracker ~)r()jecL

Also involved in the energy :£:ector are! a n\illmber of Sf.~m.]-,:mltcmomol!]s

entities in wtich the Governrnetnlt has, either direct]i' or ::hrO'll91h plillbHc
inEtit~tions, a controlling interest. The£e are: Karachi Electric
Supply corporation lKESe), which is responsible for thr constructioU1i,
operation and maintenance of gelnieration facilities, as we]] as the
transmission and distdbull:ion for e]ec:ttJriciilty slUipply :in the Karachi area:
Sui Northern Gas Pip~] illles LiliSlii ted «SHGPL) and Suni S~'l!]lU1ie~n Gas
Corporation (SSGC) for the tfimsIITiLs:sio,U1i and disttdhUitiolni of millt\illradl gas;:
and the Pakistan State Oil !L.iF'1litedl (PSG) for IThntett:htg alnid distriltution
of petroleum products. The p[ivat~ sector (PS) elnitities :inclcde: a large
number of Pakistani coal mining c(1lnpanlies: two rC'fiU1iedes, the Atttoclk:
Refinery Limited (ARL) and Pakistan R<e·finery Lirndjteo fP~L); and five oil
and gas development companies nal1'1ie'D.y, Pakistan Pet l'" J>]em'11 :.imi Ited (PPL),
Pa~istan Oilfields Limited iPOL), the FallDji Fo~ndation, UnioU1i Texas alnid
Occidental Petroleum ~irnited.

As shown in the organizatiC'fl chart on the fo]]o.... iU1i<l] page, aU operatilll;lal
entities (public and serni-autononous) are l!]nder the jurisdiction of MP~R,

except for loJAPDA, KESC. mn. and PRL. w;,rp has j:t<risdilclt ion over iriiAPIDJA .:md
KEse, and the Ministry of Production (l,ver ~mL a:...! ~npn...
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In revie.. ing PS proposals, lthe GOP has dlt't)e,]olPed ,:HlI ad hoc
revie~ systewI'J on which the Pm vate $e~~tor P'o..,er Project \..;! i U Il:mUdi. 1'M s
system is described beloW':

J. ~irst Phase: Pour Steps to a Letter of Intent

a. Proposals ate receivE~d by the MiinJisltJrY of Watt.er and
Pow"?t' U~.'I1P) and reviewed by ith~ l~didii It ilolfllal Secret,.uy for Power, who ah;;o
sends them to WAPDA (or K£SCI for detailed technical review.

b. q,1i tMIrJ WltPDA, the Pril 'W~iilte Sector Cle'U] HSC)) IUID1:dNtalkes
thi, re'Jiew. "iI"he PSC is "nade IUIp olE staff for WhO,Ll" Itrtdis work is:
adiitiona] to their ordinary dlUlties and thus is oner~lUIs and secondary.
'I~,l(; pSC produces M'Q evaJu(u!tioil1l, ull1lcluduUlig a ca.Uclldadtiic'UlJ of costs undierr .!b

scenario iill whic'h ~'lil.PD.r\ ,..0:'.11)01 O'OYlI1l aUlJd operalte- (the ph.nlldt. Reviiew: wiiltMn
KESC is caIl'rned OlUlt by l'b'!' C'tdelf liIngii Dbeer, also as all'li adidHiiona] diuty.
1'he PSC wU! fol!"ll'l'I itlf,{> basis of !tit',€: ~UM~!J)lA prjjvadte PO'''',~'r ('en npPlPC) to !be
created by the project.

c. H !f.Nli$ ii it i ve, t he' ~~~~IP' sendls iitt s recornmE'rn;d!atii ons Ito It he·
ECC to appr.ove Itr;{> is.s:~n;'il'Jce \Ollf a, [JDJH.lP'doJlr Ito sl'vlbrndiss:iiOin Ito the Ree,
the ~"Ji'liP :at nS'Ol c'l:liordunates its reCOiT'lSliendalt ion for applI'([}'WaD wi! tlhi any Oitthe'lI'
involved Minist:;.nes I"?'."]I., PlaiTllnnlflJ'91 C~~4'!'!lIT1lissiioll1i, l?ilflJalruce, Petroleum and!
~atu[a] Resobrces, etc.).

d. '~e ECC then annouiTlIces its decisioiTll.

Experience with the En rsit prcp,oscUt]s SQt'!JJ'91eslts these steps caiTll ltaKe as
little as six months IHahibul]a~ ~iUliesJ or more tlhian 26 montlhis
«Palklandl L These a::e. h;:;,..e~Jer. teetlhd.n'!JJ tiines:; on<te a system! has: !been
est.ablished, it ShOHl!]d b£ ~os:~:;h ..'))h;:; Ito (jet a LO]! within Jf01!lll!" Ito sb: rnoa1lths.

~n IhO! gives proposers .at fixed period ~[ time «typically six
to nine ll1'io'1'H.hs) ItO confir::'1'l the feasibility of then proposals, determine
project costs and obtain financing. When !this has heen dloa1le, the sponsor
must pass the fcHowiing three addiitt.iional steps as colltdliitiiors for
obtainiUlJg a PP.":

*/ The ~'I7or1d Banik staff appraisal report refers t.o Energy lP'lI.uchase
AgJreell1'ients (EPAs). "['he principal difference is \tlhialt t.he World 9aa1l~ plans

to finance resource dev elop:rmelT1lt aclt:iviilties such as coal rrnines, nalt1lllJral
gas, ane oil fields. !By contrast, USiUJ!) is interest~=dl prirmadly in pOWier
genen:atioill. Any resource developmment activities considered by ttJiSAJ[J!) for
financing wo~ldl be part of an overall po~er generatioa1l subproject.
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b. "['he- proposer erulters iilf1Jlt:o finan negolt~iJttiom> wilth WAPI)!~

(or ~;~:SC') on the de-It'lI Us of the ??A ..

c. Onc€' th€' PPA is: !PJegoUi('l!ted, i It muuslt he !reviewed and!
approved by the EC'C. 1'he EC'C ,'lay deh~9<~lte appnJiv<'lI] "wtlh:Ol!' ity fo[ any
mnbseqmmt proposals "-"ii th iidienlt iC~lI» PPltS to !the m,p?

Alltho'Ulg1hJ no prOposilit has yell: gone Ihey<~rudl the M-n sl:.a'9!€', l!JSAH> estimates
the last three steps might require three to six mont~s.

lYSAH) expe"{~ts U~e first PO,",7N !P'unC'h<'l!:r..~~ itgreerrrent «PGJ',~) Ito b()' negoUated

'WHh Xenon. Corusidedn~~ t1rJat H ,....,jill] probahly t.",»:e n ....e nonlths aHer
,(llCCeptiliruce <Qlf Hue [JfH ('/brJuch tw,'lI1~ lin H';'klte ~fdly,]988) Ito! UnaHze the
proposal# three weeks (or agree~ent on the scope of the feasihility
study# and four months to negotiate a ?Pit, it is conceivable the Xene]
project ~iqht he given a ·go~ in ~arch 1989. More likely it will tate
h>/'d'tJ!er# h€,C'illunSi/? tihis is a ve'cy D.iliJr<gle' ~""'(lljeclt <tnd the fhst of filts l<ind.
''The Pa~;D<3IlI1HB ~u~r1J Bunb ('~l);("..lkn pCIC'J]eclls cOIUlhJl IrQceiive clll1lJ V[}] il1lJ the fa]] of
n'96B ""j~nd~ w.cmD".if anD<CJw lf'OJr pilf<OJj.C'd slt,/~!flb;; ii'\1S e,uly as th(> smnmel!' olf
19B9. If these proposals contiruue to ~ove fOl!'ward, they viill be the most
llikeny first three applicants to the 'undo T~e extent to which AID funds
wOIUI.r.lI 'be <lppropri,illlte 1f<OJ'!' U'.;N~e ;'Jlf\()jJP)m~.3!lls is f>ot ItnO/:.l'lll. H. appe<i.lirs thalt.
<'lny n."<!IUlesi!: from :<eifJ'?'n ....anJlDd lb'e Hffi"\iiIt.<€!d It,:. fiinaU1icing. for Pakistani
ttl/1lf"Ults; 'GS "]tOH(}ri:B; ,U1n~B :serv~c'e'"<;: ,<ue lI1Jolt: expected Ito (fOlfIl" parlt of the :,.em~]

packiige~

!As <CiliscQJlss:e.dI ii!f1J Dnore <dI>f!'It,alll D ill', Ute ~m Analysis U\l1m~x:O,

penvillte sector par Itii C iipailt UOall li rn p<OJMe'lf <LJienel!' attiio,nn s ,a cl ea~],/ defi ifIled! GOP
pol icy and imbst,al/1ltnaD pr-Cfgress !hJ,al:E, Ib.\€eall made iitnl Hsiimp]emel1llltattiion. The
Seventh Five-Year PBaallO 9$$-] 99:n cans rOlf], )JlDJ ~l~P to: 2',330 HW of
private secll:o!' POr..:'€ir !by ] 9'93.

'Tlne Private Sect.or P.Ql1tQell: Project ns: flUlHy consiish"'nlt W'1thi the key
objecti~Jes of l.nSli.][j[J)/Pa~hiisl\:an's C<OJ1!linltl!'~' 1D\~'':Ie]opm:eifllt Sff:ratt.e~y Statement
««:'illSS) and tRue draf It Ene [qy Sector st lfaIt e9Y .r prepared hy Ithe Of f i ce of
El/1lergy & El1wilrorbrn€,nt lin ~~ay ] 9f'i8:. !P'<o>Hcy and! iiJl1isltiitu]!tiiona] lf~forms...
support for the private sector, al!1l<dl d<Olnor coordination are al] inte91Jr'31
to the draft strategy, tlhds projeclt, ;(lInd! th·!:.' CIIJiSS. 1~, specific CIi}~S

objective is to have ail:: least \Olne pri\:'alt~ sector plant in operalt:_on Jb,y
1993. The Project represents all/1l iiJ!J!por'tant opporhmHy to strengthen the
role of free enterprise il/1l a c\Olunltry vii~~ a legacy of regulaco-y and
bureaucratic barriers and lost investor confidence. The Project!: is:
support! 'Ie of AID's overall de\7elopl!11ienllt strategy and is dji ~e=l!:]y reJlated
to Itlhe fOQJIr pillars of policy reroJ[lli], techll1lo1ogy transfer, il!1lsItHiUlt:ion
bui l<rllJing, and pd. ~Jate sector de'leloprre'll1It.



"ii"he aSAID project is part of the rmHi-dort<H Private Sector
Ener9Y Developrnent PrograITI heing <h~'... eJoped hy the ~.j!B.. ~Chis; Progr<'Hlii b;;
expected to reeei ve support f rorr! the ~,m, IJSkH~, OOA, the Japanese
ijoveroment, and other donors. In addi It ion, !the ~·m's Juwesltment rinamc~

Corporattion and the ADD's Prh1<He Sector Division an~ prepared! to offer
cottTlJ'Ti€'rcia] credit to firms and to talke equity positi<ms in privalteJi'
owned power plants. Each donor wi] J hat;e i It~ ()'.m project agreement '.... ith
the GOP to prOVide fmHls for a ':CPIIT'iOn credit f'ict J iity.

1. Project pationaJ~

Pakistan needs l""Jore eJecltdcI1J .,:"rui"rq,/ \tha~ i.1': L:; able to
produce. ~'Jidespre£>d Boad slhieddliuli~~ 'JWUIt.th i1ts dielt.lt'iim~n:Uli] eHecU; Ol!1i

f~Cm1l0TnliC qro'Wth win COniUOHJli(> heY()iOCl the ]990'::: llml1~~~>S remedian acltuoru ns
taken. The GOP cannot provide the ~agnitude of resources needed to
expand national c~pacily fron its donors or its budget.

The most optirnistic VSJ.H> esUr"!ElIlte il)Jlf deveJoprneu)!t fuu~d~3 ;:wai]abDe f,:c

\iAPD;', in the SevenUJ ?]<1in pNiodl iis ?:s: h6 hi B ii«Hli{ab.~),ut $91lDJO! mn nnion~ \Oer
year. l'luis level win il'Jtlit .-:Jirnia1lililte ]Oih"i sheddi.iin"J!. A successftd energ)'
consf~rvaition and! noarl 0'ilI.nil!geU'J':ef1ltt pr'(Ji!]raC"\! ""D n h",lp, but an: annual private
sector investment of approxicately S50lDJ million will also be needed to
eliminate load shedding. Private sector investment i~ therefore a
necessary condition for closing the de~and/surp]y gap.

As a major energy donor with a strong in:terest in private sector and
Institu!tiional develop:n:lent, VSMIDJ iis "",,pH sU]iited Ito pJ!ay a key ro]e iilli a
multi-donor private sector progra~. lit was USAJD"s initiative that led
to ti'Je GOP"s adoption of the p!fiitJ,aJlte pf.liwer poUiicy ,md the Go? is now
developing the administ~ative structure necessary for implementation:.
With the fl~st proposals under active corusideration, the lining of the
project is ideal.

The V.S. utility industry and regulatory bodies are preemiillienl in the

world in i nle'gaait ing plUlbHc and iprii ~Jate power systems. In addi tion, U.S
I nda.:lslt ry has iii cO:Pipeitilti ve ad'Janltage in a !1u[1"be~ of !Jower technologies
such as gas turbinES, ifhnidized bed combilllsitiion s'ltstems, gas fired
combined cycle syste:rns, ibior:ass po'H:'er sl'stemls and pholto11loH.aic syslterrr's.

While not the major rationale for the Project, trade and in:vestment
interests of u.s. industry are also likely to benefit from this project.

III. Detailed Project Description

A. project Goal and Purpose

'Ji"he project goal is to pronote socio-econom:iic detlelopmenl!: in
Pakistan tTllrough increaser] electricity generation. 'rhe project purpose
is to [nooi I ize private sector r:esonu:ces to finance, ~)wn, and! operate
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power plants. It is intended that the project create a self-sustaining
fund that is able to serve as a catc'll:fst fcr interncltiional donors, the PS
and the GOP, and eventually as a I ink between the PS and GOP and lenders
on private world debt markets who wou.ld replace the donors.

B. Project Outputs

J. AID Project Achievepents

a. AID project funds of $]25 nillion will he contributed to
an Energy Development Fund and will leverage 5290 nillion of private and
PlDblic sector resources resulliinq iifll Ithe prOVision of o~'er 400 w..; of
power. The $125 nil Hon ;.;ould be row)rdy suflf i ci ent to If i nance 31n of
the total cost of four 100 HW proposals, but proposals are likely to vary
considerably in size. Also, a given SUbproject nay involve borrowing
from different don~r contributions; the AID contribution will only be
available for US and Pakistani goods and servic~s. The AID contribution,
therefore, could help finance part of as rany as ]5 PS power scbprojects.

h. 'I'rje F:umd '~i J B lice .i'<cl'''''dni stereo by a semi -autonomoUJs
Private Energy Di~ision (?~n) to he established within nnFC to review,
approve and ptovide financing for energy sector subprojects. The NDFe is
regarded by A1D as an Intermediate Credit Institution rlclI. At the end
of the project, t~is Division ~i]J be capable of continuing the Fund
independently as a separate lei, if it is so decided by the GOP and the
donors.

c. WAPDA will have the capability to integrate private and
public sector generation and distribution activities. The Coal Power
Projects Depart~ent of WAPDA will have a str~ngthened capacity to review
mining proposals. ~;AP[)r\ will ;;~:ssi:51t ~·r...,:r iden.tHy, approve and issue ,U'Ps
for iPS plants for at least seven potential sites by December 31, )993.

d. The Ministry oj[ W.a.lteJr and Power's {i~ff;P) ~apabiHUes to
plan, analyze, and evaluate private power SUbprojects will be
strengthened through the creation of a Private Power Cell (ppci attached
to the Office of t~~ Addi~ional Secretary (Power). The PPC will obtain
approval of PPAs for at least til V;£ slUIbprojects by December )1, 199).

e. USAID funding of up to SID million will be lent to fund
part of the development costs of at least three ventures.

f. The GOP ~ill examine the feasibility of establishing one
or more private electricity distribution companies.

g. rUtty pdvalte and public sector Pakistani professional
and :r;;anagernent personnel, essent 1a 1 for irmle;rrent ing pri 'lat e power, wi 1 Jl
be prOVided training.

h. pakistani private sector personnel ".;1]1 participate iUll
USAID financed seminars, field trips and investment missions to gain a



oeU:ef understanriing of U.S. !tcchoo]ogJi,r,,,;, good!; and ::rer'.:ic(>s '''''Hr,
potentia) appli~ationR In Pakistan, joint venture arrangements and
preparation of feasibility studies and negotiation of rPAs.

i. It geH-stlstainin" sy1:;le0', to aHoW' co,nUm~in'j ifllptai, hy

the iPS into power generat ion "'71 I n he in p'~ace anri fl~nct ioninJ.

Assumin9 that an! donors participatP as planned, multi-rionor
project funds in exceSG of S500 ninJion will leverage priv~t~ resources
totaling at least an additional SR.] biBlion for €'fIlerqy sector
irwestr-:ents resulting in ,m adrlli'tiounl 1,800 ~~olJ of pow.:r.

'The proposl><! project ... i nn i~,~i;;fist tt,!hf> GOP to r:ohi I liz." r<'?,SOiJdfCeS

for cofinancing P:;; anvest:m'e-nlts lin ffH);'l.!";:'[ (1e'.'i!",nOprenlt ILOt contrihute It,,) the
achiev€';nent of !!:'he ob-ject i'1€':, .f)lf Hi;e Sl.:V>e'l11l!t r, and! Ei'gdiLUI: P]ami. H wi H

also estahU shi'HI ins!!: i!t,n'tiorr1iad f ntl"€'("l'oril: tt;\') S,i,~It,'l< un PS ii nVN;ltmenlt and
operation in the energy sector.

The project has tihr.::e cornponNlILs. "IT'~1Je fiic">lt is ,it four year instHUitiional
d"veloprnent corrponelt tfiat pr;YJndies: ltn'ildl11iing, technulicaD assistance and
commodities to the entities tt:,alt 3iiP'}lJ)['Ove PS proposa!s and to the
intermediate credit instit~tion vhich viii administer the multi-donor
Energy Development FUind. The sec,clf1lrll CO!Dponenlt c')nsiis':s of a $125 mil] ion
contribution to the Fund. The third consists of $16.951 million, to
finance special studies in PS participation in energy, to provide
financial support for US and ?31~:nsltal11if. companies to .mCOtHage their
participation, and to support the Mission's manage~ent of the project.

1. Conponent 1: InsUtJlUmb Billiidoin'J

(At the request of the GOP and the World Bank, USAID proposes
to finance the institutional de~e)op~Rnt activities associated with the
multi-donor Private Sector Power project. The following three
institutions will be strength€'l!Jlerl:

"The Private Po-..er ('eU (?PC) of the Hinistry of lirate!
and Po-.;',-," r Ur.,:p»

'I'r,e Pri vate Energy D1 vi sion "PED) olf the Uatiol11ial
Development Finance Corporat ion (~mIPc)

JiI11i addition, t ...'O institutions created h:l AID's Energy Plannhg and
Developnent Project win have a significant role in Ithe impl?mentation of
the project and -... ill recei ve 1 i l:1li ted ~;hort term tech!rliical o":3istance and
training fcon the Private Sector Po,""er Project. The:se institutions are:



The roles these institutions wiUI play are descrihed in the foElowing
section.

Thp inputs each instit~l~on will receive ~re summarized

n~n9 7er~1 Expat TA: 48 ~~: of a potiey pndnn~nq

Si}~C i <,"l Uii :{;t ;

:';1tOrt Terri ~!x'pa;!t 'u'A: 2';Bc pr. for po! icy pIanniLLl'? and

76 p~ fOf sQuhproject appr~isan;

('<)'1',noditieJ,: ,\fr}O\Ulit S50r,9lDilD' f(';~ comrL~te""';, offtce
equi.prrent, an~ ~ehicU~s;

Training: About 24 pm of short courses and OJ?;

Lor.g Ter!""! P'31t i slt,ilmlii P'?,fSOllme I: Up to 225 pr

professional st6ff and 180 pm support staff as
ne€'~ed.

ii. Private Pnprgy Division fPEDJ

~ Ten", E:q:><illlt '!i'R: 2~ pf'1! for a ut iIi ttl f inanee
specialist, and 48 p~ for <ill power engineering
advisor;

Short Teri;"") R:-:pat 'T'R: 62 pC' of financial and
techni cal exper ti se t,~ ass i 31': in subproject
apPJr:his3!:

COF1?iOdities: Ah'1lost 5950,000 f<or office equipment,
computers, and vehicles;

Tra:nin~: About 30 pm of short courses and OJT;

I.oog Term Expat "E'li.: 48 pr of a power
engineer/utility specialist;
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Short l'en'7' f.Xp(lt 'w,: 59 prl: fOlf !P'lrep<:iJr<1ltiol!1i of
stitndiHd PP,\s, delterl0inin,] pric:8' of pO""eJr,
evaluating pJroposaDR and n~gotiating contracts;

COT"Jf':odities: Aht:mt$2GO,OnO (ot oHice e(~~~ipmenlt,

COf'·puters, and velhicles;

Short Term Expat TA: Up lto 13 pm for financial and
econoT!"ic aspects of po'K~~r systems expansion;

Training: Itprroxii"1kll!te!y 6> months: of Sh0H COI1H'ses
and OJ':!",

Sr~ort "re r 11"1 Expat '11".,\: ijp Ito 3'01 pm for assistance Ito
review private sector coal mining proposals; may
include (jeoDo91ists, sl!uface and tmderg,round minin":)l
technology specialists, mining economists and
financial specialists,

The PSP budget also includes funds for up to an
additional 18 pD of snort term expatriate technical
assistanr~ that c=~!1 be m~de aval!able to
provincial goverllil"',enlLs fo: assi~,tance in the reI/jew
of PS minil!1ig proposals.

Short ter~ expatrnate technical assistance to help
the GOP appraise proposals ",,11th coal mining elements
;nay also be pro~Jjded to a Coal ~!ining Cell (CMC) in
the Ministry of Petro]eu~ and Natural Resources.
The ~stablish~ent of this Cell is a precondition for
disburserent of the World Bank aoan. USAID had been
asked to help build this ne:"r institution, but has
declined, since the AID project is focused on power,
and not energy. Another donor, perhaps ODA, may be
interested in financing this portion of the BanK'S
project. If the Cell is created and has
responsibility for appraising private sector
proposals with mining elem~nts, ijSAID could finance
technical assistance fron the total 30 person months
of mining expertise included in the budget.

Similarly, shoul.:!! the Energy ~'l'ing find it needs coal
mining expertise, it could be made available froD



the AID project hudg~t.

b. Institutional Roles

i. Private Power CeU (PPC)

'The iw:pJel':lenltatii1on of GOP's poUey of increasing PS
invo)v(>;1:ent in the pO'wer subsecltor is the H~S~}()VH;;ib;jilHy ();f the Secreltar~f"

of K'tJP, assisted by the Adell it il(1lna~ Selcrelt.ary for P'O'l-l'er. The Secretary
::md his dir:~ctors are qualified and clQ;l1"peterutt adm,iniisttraltors; however,
they are rot adequately supported! by I~xperienced staff. A Private PGwer
Cell (PPC> in the M;.JP is needed.

The pr~c ... ill con~ist o( a [)Ji[o:,ctor G:elfllell'aJ and appro:.drn.ztlte]y iive
professioil1lal staH. if iI1leede-d! to f ae! nHate Hs speedy estabH shment,
salaries and ~ther recurrent costs nay be paid ~y AID for the first two
years of the project, aUer ""ijuich the~t' .... iO he iPaid by the GOP. 'Itt',e
expectation is that ini'tiaJly tHe!!: sltalflf ..,HD b~ hired on contract. The
('.op wi) I then pennanent! y hi re It ~"o.se \>iho Ih·a'.'(' pro'Jed It he most compettetnit.

The Director General will be a qualified engineer with experience in the
management of power tub I Hies wH~$p,;!'cial er:-,phasis Otni systte"1i operation,
power supply contracts, and super"'iisi~)n of projects. He win] IDe assisted
by t ...o power er.gineers with eXp>A.-rnenctf:' in the op,'?rattiion (}f power systems,
apprai sal of power p;ojeell;s, ,and coni!: Iraclt r;::.anagernenlt. The Cell wi H also
require b.o finane.ial speciaUsts wtilth experience in project finance,
financial rnanageo:71ent 0'" po...'er IUllti Bilti~~s and the de....e]oprnenlt of
computer-based financial r,odlels. '?frle PPC Director G'f:nera~ win be the
chief US:nD counterpart for project imp]ernerrllltat iOrrll.

The GOP ..... U) recI1lDit the req1lDi red p("uJ,fessionaBs. Tl'liI~ adequate staffiing
of these entities isa precondlitiolrtl [1.;r dis!:mfsenent: of Ithe World Banik
[.oan.

The PPC will receive the assistance of: specialized c(~nsu]tants in the
review and e'Jaluatiion of proposals: and negolttaltiions lof agreements, as
noted irrll ili. above. The staff of PPC will also rec~ive training in the
review of PS proposals, developrrr:enit oS' soft!Kare for I[:va!ua!tion and
financial analysis, and use of export credits and commercial financing ..
particulariy under limited recourse arrangements.

Once fully staffed, the FPC will (1) recominend pol iClf changes to the Rce
to irc,prove the abU ity of the private sector to con'tirH.lut£ to PaKistan's
l1Ieeds for electric power; (2) co{)rdinilite the acti",it:ies of GOP agencies
(WAPiDA, KESe, tJiDP'C, the Energy Win-g U:iw) of the Ministry of planning, and
others) to obtain tiNe]y, effecth.e approval of prh'ate sector power
aqreernents: (3) idenlti fy pri vate power projects .'hich are consistent with
the GOP's least co.st expansion plan f(lle the national power systet!lJ; «4)
develop, in cooperation \dth HAPDA, ec:onol1l!lic analyses of the costs of
electric po....er fron public sector and private sector sources; (5) n:viie....
~ode] PPAs developed by WAPDA for panc:hasing power flW!tll the pci vate



sector; (6) develop rod(1') ~..()1t$ <'bllid other docm""en,Ut Ifo,!!" cOU1ltr<JctuuI.'J

b1?h.eeo the GOP i'H'lli priv<He sector (>rlltiti(1'~>: for Uw 2upEi'Dy of r{)W"'~['; en

de'Jelo[~, \"itJ~ the assistance of ~'NltPOI\" C3IDh, for Pr~)pt'}s,iVn:s: for power
qeoerdtion faei HUe.s: located d~ spi?'c'Hied sHe~>: un n~~s~~e C:.lns: for
Proposals on behalf of the GOP a~~d! !l"€'Celv(> both s()Hciitf~d and tms()iDiicHea
propos<1l1s; (9) evaluate propo:il:aDs (wiiltlhi a~}:snstdnce Ifn:Hl'i WAPfYA, ~~[)IFC, 8~P,

<lind ot.hers ,1S reqni r;~rl) and issu~e n..O];-;; to proposers;; «BOil) rnoniiltc'JIl!" the

perf<HIr,cWC(: of private ~>ector pO\o.ier imppHers and li'IAPID'ldKIESC in
<\ccordil!f1JCe 1-.'i t h t. he PPld; and vons, <f:hll!fii 0,'] hoU~ COIflSU: nucit: non and operat ii ng

phases; un HJSO)W" differ('aiCN';; ihi!'!t'l<l'Nm priiv~)h]' fiirm,,? ?:nd il>MPH);A; am]

u~n d:,;:,;eJCiircat€" infor:;'!\aition 0'11 p,f)wer Jin\'lfrsltl1l«"nt Oppo[tunttltf's to the
pri v.ate J>ec'or tl;rOW]fu f,,(:['"flnrU.i1!rf,l ,;H'JJ,rli !l'1!xtt"B nealt iores:.

T:h", cCjfl:r!i!;si(1Jlfl!jjr~,ry (lin <11 mvr,.i;h"H' on ptt'lvatteDy ow'ned POi",,'{?r
p]imtswli 1 n r,;lil;;{' cr),~p]cy. ii£:~~llDe's f'011f ir;A,G>lDJ,"\ reqardinsp U<nad dispatc!hiinq,
cOTr'per1ls',tli r)TI!, p-eniJdUe.£: for ('flu !',H( to perform" etc. Io'£AP[)!\, has nO' sing]e
g!'rHDp respoil1JsibU", for ,c:oor'f.Jli~Btii,f.l>rru of the Qperati")n of private]:'! ,l)wb'H~d

po·....::r plants and! for ne<.~oti'ltiti\();uu (Dr ]on9-\tt">rG' pow'elf plJJlfchase ~lgre'i?metnil':.s.

As t:he contractihll] ,iHHJi ite'cnnnc,fjD ,iiis:peClts of the operation of a PS power
plant .... jj U involve cooruiin,altU<o;n "'¥H::-r .": n'llJt,;"'b{"lf of ".lIItOUpS iin rPA?DA, e.g.
Doao {'3aSpilitch, ,;yst.e;:; oreraitiolf'u, !i!il1;ance, syslte11'1! plarmun<gl, etc., there is
a need for a 1'JliP[h\ ?r a'h)!te P<}<),(\e( C.:) n «':ruppe) to ne~101t nate and adminisiter

power purchase a-greeJ":ea'Jts iwd ctl}:OJtrdiiina,te the opelfat ton of privateEy owned
po...'er plaf'ts '>oiiUdn ~<JI,'PDli's sy:s:!t"'!""I. 'fNIP'IPC shmllld be headed by eitrler an
engineer or cd finEilrr'Jce s:peciianiist repcllrltiinql dlirecItE':, to HembeJr, Pow'er.
'Tne h.?ad of the HPPC ~rJoDld he ,i'Jissiisted bj' a powe! Emqlineer with
exper fience in power 3yster:, ope-ralt noru, ],ry:Hli ali spatch, commercial aspects
of hu)~ power transfers, and a fnrruancial analyst with experience ire
financial management of power utilities. WAPDA viII be responsible for
WPPC staff salaries. The Bank has made the adequate staffing of the HPpe
a precondition for disbursesEnt 01 their loan.

AlthO'!J1gn ~JliP:>A nilS the engineer5ng exp'€'~!tise .in the areas of srstem
operation, power plant design. etc., ~t has no experience in reviewing,
negotiating and adninistering long-tern power pdfchase agreements and
coor-oi nat i ng the operation of pt.!iM ic alllld pri vate]y-Iy,;ned plants. i1wPIPC

will, therefore, need consUllta~lts' services Ito support and train its
staff. This wi 11 cons! st of a .nong ten}Ci Power Enghileer/Uti H ties
Specialist for four years and almost 60 pm of short term technical
assj~tance to help in the preparation of IPIPA, eva]ualting proposals and

n2'gotiating contracts. In addition, 15 pn of short course training in
the US will be available to WPIPC staff.

Once fully staffed and equipped, the W??C will (II define techtniicaJ

cd teria and terms for systetll interconnections to protect gr id i nteglfii ty,
accol!1';r'cOdate dispatching, and take into account the need for ]oao shedding
anoJar vo]tage and frequency variations; (2) assist the FPC to deveJ,op
det<1lUed Cal JI s for Proposal s forr private power subprojects; «3) assist
the PPC to e'Jaluate private power proposals, including calclldaitiio'9l U-UiPIDiA



avoided costs; (4) recorJ'r:1;end power purch"lse ccrultr;rd ltt'!'lrk"'liS Ito tIhJ<t', PH)'C,
based on agreed upon tariffpQiides, non-pif'rfl!)lrm'<lIf~((;~e pemllHfies: "illllJd
capacity factors, (5) estimate the costs of Infraslruclure to connect
proposed private power stations with the national grid: (61 negotIate and
recot:!IJHl'nd for approval PP1,s wHh private poW'er s~~ppli vers, based ~t)rli MHs
issued by the PVC': (7) a,nlhorize paY£1menlt to private po'Wer operator$: hasNfl
on I'::l€'usured delivery of power and aohererlic€' !to conttd'iil'clt terms: an1ldUH
advise NAPDA on ways to adjust retaiD tariffs consistenl with the
purchase of pc i wste power fOIf approva n hy Ole- f'conomdj c commil Uee (()If ttlhe
Cahinet.

iii. Enerqy Hinq «mw)
*' 1'... F

''J''i~iI: Efl,er9Y ~'Htrli{lI n:~'H o! Itlhe yPlalfmiir1l<gi C~}mm'bssJiolft us:
currently s!1.1!pporterl hy the iP:n"n'9lY liUlklh":,ds iliU'Ni1 ~~imJp(lI'A!'elf lD:eve]o/pmeUllt

cOlTiponent of the ~JD-hmded J!n(>II'\\~V PU~'liII1!1nd r'Jq! .1ttn:illlDe'Vf1'U(}PI'rH&tn:lt PJrojecl!:
(39]-f)1418). ':the f;wJ prepiUil"S Itlhe eJl1lN'~~Y secth:Vl!1!s: of \the nYe-y.~alf

nation<i] CE>'J(')op:renit pDans .amil !fofj,viie",'~: €'~'liclhj m-Ull1lu:;;ltr)i~'s: <iu1Jll1ilvaD die\."eDopm,e·nlt
plans and bud1ets with respect to overall national goals. resources and
policies. 'f:1'J is a)s<I1I responsilhlle Ifcor iJl1ldependen1it '!l;t!'11aDysus, aPP'lfais'al ,imd
eoordinatio!1l ofi'ilH 'il1l1hHie secltc'!r ener'9lY projeclts. <il11l<fJi us Ute secrettariat
for ta~e f'.~ergy i?e....1iew Grmnp heade<di Ihy tlhe n~irliislt€'1f Il)( :p]aHl1Jning, O'lf, in
his absenc.-:, the Depunit.y Cr~a~ra:;l:aH!1l of th'!" PDaln1in1iiing Oorr:rr>dission. [,,:nmiifte.r]

short term technical assisLance and training wiD] be given1l to enable the
p,,: !to play its roBe nn CaciD itaUnq p'!riivalte sector p~weH-.

SpecifieaUy, the f'jw wi n «n enbS1WIf"" that pes proposilils alfe consistent
with economically justn fned! pl{)lwer e-xfJlansion nee'dis. national policy
objectives and! bilDd'l]etary constraints:: «2') recoliTImem! poHcy changes til)

proll'note expansion of pri-""d!t:,e pOJwer aalJla: iidenltiify /the e-ffectt SlUICU1J p<QJ]:iiciies
may have on achieverr.enlt of alJatiolfliaD tgJoaDs: an<di en re\l'iew maj<QJr prii\l'atte
po'Wer proposals, as req~leslted by Itlhie PPC' and! /the i!11ilflistter for P'Jann1iing Olf
the Deputy Chairman. Plannin'91 COIl'1\ll',dissutOn, ttO €,VllSlUlre propolsNll subplfojects
are consistent wittu national plans: an,rJ! m1acro-economiic consiid'erailtiim:s.

][n view of tilHl> sn ze 100f ttlhe projeclted p~rl!:foHo of !the
Fund, there could be [merit in seltUn9! ilt as aVllind!ep!endent plUI!J,Hc 0)(

pri 'Jate financial inst i tilD ti on.tt¥O~eVlelf, i It Is esltii mated! that It he
creation of a ne'W institilDtion 1l.l'.Ql~]dl n:quire all:: least two years becam;;e of
the extensive ....ort. needed to outline the f~ture role of the Fund, S01!llJrces:
of financing .for its futan-e operations, financial pe'dorl'1'ance cdtteria
and guidel:in.:5 for operati ons, and staffing. If PS investments Were held
in abeyance for this period they W'ouhll be jeopardized. The Fund,
therefore, viII be established i.~ediatte]y as a functional unit of an
existing financial institution.

The GOP has designated ~~DFC to administer the Furnd. The Fund's
operations 'Wi U be structured to aUo'.... for detachment from mlFC, and tilte
de\l'elopment of the Fund 'Wi 11 he immp1tell8'ented iVll stages. 7the fi cst stage
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'wun {~<Ol'J(,,' lh{' e:t,!:ahn!;t',:""(>'1!~ <")[ del:" lIYivD,:::h':m. I!al~" lr"'I[~'!l'l'liVttl'W>tnitt. (l>[ e,\)JH"

sit ... ff and Um appoin~!!""rilt of cOl!1l:imH,Ilfl!!::E to) ~;'fpp,r)ltt Uhe op"""tt'alt DI'1iM, dUlllf'iin9
tB1J~ fiirst fe,,,, yeEtf.fl

• ""the- ~eCiO~{' ~t()~~.~' ~U~~ unvt0i~t."~_:' ~lh:e' recrUl1utthle'trblt of
COfllSQU hIt.'lfllts to il'Hp sJ..1n !the O!~~';iCiJ ii 'Zatt u\<):rtJ£l' D ,,;tt nvclt,IlH\'" f10tt' tlhtf' E-1mnd, ptrep~)IH~

opt>r.atU(ms: r'lfHm;ds., ~1intd staffhll<,H sitll'adh>,'JlY. 'Tni£' Ufdub s:ttagi£' wuun cov"'r a
study by the consu]lafliits to dSSi£'SS the feasihility ~( establishing the
Pund as an au.onorous finantc{' institution. AID will finance the
~:~On!mHillntts for t.hi£' f n.slt sl,<)<11!i£'. !d[1I \')ill' the' Vim J::l'lJ'j' fund: lthe ]att~-:lf s!taHges.

']f'h{~ Fll,nrH win be <)I<f:]ni,~i.f;!t~:;r("(1J hy U',e' Pd'.J'<)!te E'tnEl[<C~Y Di ...·ist.on «l?JRE}J» i!:o h"~

created in aUIPc. The relationship ~et~een the ~bPC Ro~r~ of Directors,
PiE:iIlIillil1id tJu(> P~H'Jril is pres('nlt.NU UU1J ttlhe (~~l,[irb. Otnl Ul,'?' fotFOI.Jjttng pa~T<tP.. 'The
terJ!N~ .iH'N' condi t 10m;: m".:!(Her I>Jfrl,icijH rriib&l(' Wit n r>1Jlf1,<,<a:e UH:' IPu'I!),(':l wu n ~)<!' set

o\,t ~iI1J ,i1In iu!·(1'junUt:;tr<HhJt" a.gH'<!'~·e·n\l: belt .....e·('I!1) G(fl!)? ~)llHr NII)PC. 'lithe mamlag,er (»ff

PEO wi II be at the' Bevel or senior executive vice president/deputy

Tl'!rll11kll,,]un01 direcltor. ~te %liH 1!'r[>["ClJrtt. ,rJi:r",cUy l!.l(1J t!.be Clh:iil' Drrllan. He ".,unD be
s'lDpporte,rfl hy [fliPJ ey.N:ll]~ U'J<fr vic".· pr'S:',~i,dil!"mltt ,;llnd Itwo senior vi,·:'!? prest(:J'enlts
with pr<NN~ ,i:x!f'JertiDf" ifll 1t~1Je ,iul!'~"'il,D <aIr ~"1lJ9nlne!'~~ilm<t] <vn,rF fin'i\:HH:,e. The:>
executive vice president will supervise and coordinate !the functions of
itt;€" 'Se!lHOr vic€' prl'·.s:h'('>"''Jtt.~ f,o)!!' ~itrJ<lIll1lC'(> al!wli (t>1l1l"Jium,e,;>rin"Ji. 'The- ~)enino'r vuC'€'
Pl'€':su~("n!t Ifor £'n,,?rim~'NUIl1J'9 .."HI ~H" Ir.:',r,:IP,Dill1ls,ibD<f.> !fOil!' tlhi.-:' fechnl,ica,n alP~J;rainsal!

iHtdlS'I,pervusaon of :S!!9fr")P!fO]€C~, iIPti',Itf'0,(!."lflJlta!UolP;. The :,3eIl1lUc)1!' "tlice pres:ulfr.::n!t
f f9 r fa nti'.mcJ? ..d iJD ~'W re'",: j'\0Jif1j.;<;: H'i nett' 'Ol!f It lI))e Ifli lflJa,ll))C i ,iI'11 <l·pp,r.olt s·'1';, o,f

S\Ul1"p;r«)j'€'{~t:s, <1LS:S€'SflT':enlt <01 If It:bf'' <:Jir['i0'<fJ!1lMCY <I).~ rrnn<il:ncila] pUal!1:,s and revile,.., of

the SPs, and supervasuon. The seniol!' vice president for engineering wil]
h,e slIJpporit:ed by UH<e'1." err~'9Hm:ers: wiiltlh l:",*,[H?'ll'ience un IrN);W~,r qr.,nelfatilC:H11i and

coal mining 8 a specialist i~ COIl1lIt~~ct n~nagemell1lt and procull'ement and an
€ntVirOrn:ITleil1liti1l1 speciallisit. "TI"he se"ioJ!l' '."i\Ce IPr~:'siid!~:tn!tt, If\I)'11' lfuil1l<mc., ""iB he
sii1pported by !t".,.;ro Iftinailr,ce speei,a] fi:;;.lts:. "Fh"? 1'l'll'(l)p'.)lsedi .o:ttalflfiinq Ifor PEID),
whiict] r('·pre£eil1l~s tbe e,Qlre tll?aSl,. ';..;i n h'!~' sUJ'!pporlt~d Iby cl[)insuHillll9 lfiirr1s atnd

Unancia~ ,~riIVU:SiC'!>:rS ",lnn'J €'>:p.!'!fl!:iis<" llll1! jrll'0Jj('.-:tt apP'll'an.s.aJ, elfl:t'j'uneelfEtr1Jgi and
~ii1pe:rvi5uon8 antri in investrent ~antting. ~TI~ ~in] finance !these technical
CODs:ull t2:l.r1lts.
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Once- fu]) Iy st<~ffN~ iH'id :imppon~~'(JI .. ilth ("m~:r,liuDLH\lt~';;, ~:hl':" HJ'I!!~) w'u Hn iii»
,i\pprai"e 5uhproje-cts to opteH'rdll!1W econOlG,nc tmi~ flinr<Hclr'LliD \,1U,llhtiDvtty .:lir:M~

assess: the m~mlge""(H.. t, firklf1ci<1tI, It:li>,,,l+mh'<l1I <"l1[:~ri r",)rlr:,('tttlfl/r~ If'n''''l7h'"!'tt\llt~~ ()J[

proposals; (2) fevie"", legal llIecult'l'nlt::r;: dod cOU"Jit!r.<!C~.s f,oJ[ P.lllltrchtl;~,;e on pli,,"lidldr

and machinery and (or acquisitionr of technical sorvlces and PPAs; Il)
Opf"f1J letten,; of cr~jH in !ocad tmd rOlrehm cuu~:renC:4' allf\1~~ arr<1,n<!J1i(' lfJireii'91l11i
cm-rency loans frOlIT' supplier ccumtdes "U1:0 UH~ unltlll'UlJadtUonaD manrlkelt; H»
arrange loan syn~nctiUon imrl "lI"~$h';:t ,..,Hlh lcan tesltnuclt.iuriln:''l'" aCt'fu,;n::dtimb
(md merger propos;d s: OC 5.) ~,e np L.c H ij li»lU~ le,,)G'" U n-i1:nC' Ii In''.... ]ll)Jjj tn!l\'. venltl!)Ilrl!.'S

and venture c~pitaH financing; (61 monitor the construction of pover
plillnt!'> f i ,lanced hy s,»hpro]('ct"); It 10" en;;:mlfe UL,itt <!l't f :',I'\ib~lfojjects ren1'.adi I'll c:m
schedq]le and '..v it h j n :- ~ndgett; PI» tpr'!"::ri,"n frH'· fOIrl":','ldt::r; to b,,-' 5,~JIlhmn It ted! lh';t"
sponsors as the basi3 for release of funds and authorize rele~se of
f~HldR: {Sn ITionitor :'):,,,bprojecit iPr"rfif'Jl!'rJ<itnCe one.'" PJr'\dl!lCtioL'), !has b'~irrU!rrli; ((9'»
i'f,ara<lge I;ebt !;ervnch1J.r:y; lmd Hull)) rr::i\lUlj,:l;'!1!" ttJ,<£' Punr,J!'s l?,rjj~tah} s."eb)iI: pc,,;.per
portfolio as a whnle and iTonrilor areas of financial exp~sulfe.

At the end of the project, t~e ~xpeclaticn i3 ~hatt the P2D Nill he able
to start repJacir::g ,r,orwJ, inpl!!!ts '",fittH, no,;m~,: In'):,:", t1'i',;') comm'''lfc·ic1n wo'r 1i di
!i"lcHlkets, iHlld syntHcaliU:rHJ de-ibt ';.';uit"!1 ~l\S ;'iHH!fCe£; a,'~ n'''''',/'I,,(J'. TrH' ~hssunn

anticipates that t~H" !tC"lI'J project Y",'lJrs ,,,,,un ,)Ii> Don'] -?lflouqh to co,nl,:"uncl""
the world nartets that privdte ;,ec~or power inr Pakistan is d wo[thwhiD~

investment.

"The objjeciti"u~ of ("U1"p,o,crwuult .U i" by -:stahlllish a mecha:'lilsm, to,
a! now the efficient .i\JlfJjr.! trmrn"Ul'i]lh!;l1'),r.'lf.il,ii:B.a,D of prolPos;~Jjs lieadiinq to t}he
issuance of letters or inrtent to qualified proposers, the thorough an:d
fair negotiation o,f p,o'~",::r pU['ch,vs'''' dilgJr""e;1€'nrts, the elflfect live grantiing off
loans to eligible borrowers and t~e ronitorfing of subprO)€'ct3. Such ~

syst~:'7! is deemed by tnje Gn~ ai)1j11! itlh,? Ifr,'[","iqiUb c:.':'dri, as ill necessary, IhUlitt not
sufficient condition for the succ~ssful introdaction of the PS into
Pakistan's energy sector. it ~S'{"c,o,nrll e:s3,<t:'rldtn,;1!t eh}",<;;>;t is credfit, v.rhlich
forms the core of Component 2.

Private Sector Eneray Deve]oDcenlt Fund
"':-" ..

The heart of the USAlirr» ,and :'1Ilnntli-don(D>1f g:JJIfQJijeclt::, is the

estab! ish!r'1ent of the PS Energy !!}fO'\.i(? 10p8,enlt Fcmd. 'Ihe Pund v.diD] exist to
provide up to JOt of t r-u'€' f i nan"::' li nrg) fo!r PS ene'lf<LJii' p'[Oljeclts limde If a:
build-own-operate-transfer (BOXQi'T) aHangecea>t. The PS wi H !be nn:vii ted! Ito

!:mi!d, o;..7n and ope:-ate pO'd'er plants" a..ndi, poss:ib]y Itrall1lsfer the p'Jlalillit It")!
the Gover:lli'nent of ~alkistarn or olthelr o\,,;nel!'s.y

*/ Corntrary to inferences dfaHn fron a readin'9' of the 'Hor]di Ran~: SAP'"
"'BOOT"' has not hee," adopted by the GOP as poD icy or sltaf1.'d,a"d oper.aJtiin"]i
procpdure fOIr PI:' i 'late Sector Po...er. ~tl'e ..,eire n.n:Jfonrred by the ~n'NP thadt
000'[' is a fe~tlue of oJlllly the XeJllle] plcojec1t. T'he lter-l'S's a~p] iica.lh]e to)
each project will he ~~rked out and a19reed on in the impleneJllltation
agreell':':ents bet;,.;een the PS compani es and WliP'[»A. USAIU ",,-i] 11 Ilnge !thadt all1lY
transfer wi)] be at fair market value.



''j'81JiC' ifTam,~ WI i hn fUn n <1 IiVliP UrJ §\5 f i u~imC'i ~".n, ~":~F;I'''~'U~ Ui~ U ~. ~> PI!' ()i]"'.,:~ SlUice"..";,,,;:

ttt,(~ t'!?'ttT!S .1Indi c(';mH'tii'Om~ ()( It:!h(\' fl;DVtl(~ ;~H' \(n,;;nv;j;:::w?,t~ ~)""n~}W'.. t'\U1) .;HMijtt ~,rmali

~ssentlaD eDement of the projecl is the set of crileli~. ~""as"res.

provus;U031JS ~'Ulcilill>!]HH~ll'~'e'nls lib/lit il'Jee{v t~) ~'i': il. pn".)c(' !to ::;,ilJ!o!:''JVM'H~ lth ..
unlt,'C'r(f,,-:;t'h: (J)f the PS, t1M:~ .0;)I\O!I';';:, "lIll'~rli Ithe GOr. 'liih,e (r;rw' and! ,rfmttn>rs maw:

agree'.dI it'halt l~u>p: ~'lodd! 'llil1n~; sih;OJ;ullrl! tl'lL?''1Jq;>~op ,.'1> trltaql)e",(();r~: !fIO,r. Ithi~; :i:~·1t olf
p!!,{)iC€,.hUIff.>:S, ,;..!vncrJ i,r:; [{"fl"r!f('o[~ !toO) ,:y:h; thi" gl!'c~vrity Pac~;,'~('ll\r; ~su"». Th,i~t;; main

SP uill serve as lhe basis for negotiated sUbproj~ct-specilicSPs .. The
aliH1llk':s f J !l'0P('Js,lIb;; f'OJf IUue ;::;G~ <jj\f"" tJLUi~Dlin""rli "lit SN,Il-U,')!TIJ f. ltHd,,),'i'i!. '],'h<f."

jjn1iS'~:Hliuti{')f'JS U~<1J1!: U1JSJtH) MUtt \hr' i,",tt'(,G~'I~U1,<i:'Uliiif1''JJ iirr: C\')<rn'[p<i}lfltl"I11,tt n '<lOll if!'ll,:tj"
b",y !T('JH«":t; il>r, ,d!(;';N:h~pn'f1jq, tl'J("'1I<C'J!tij,;~~_UGM~, U:;',pU."0'i0r,1ittUVl'T aU1;,rli ~;lJ'P":"lf',,"iislllfl!"Ji Il:lh<e

If:' h·;[!!Yif" ~_:;;; {}if t 'f;.. 'H;?
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"Jl,eo 'H'odd naolk L" U,<£> 1e;.d :f,!HH1i,WH (I'1r ~h,,' ~lmlJ(~t huvlt QJ;t;;/~ll[li·s

SH25 ~IIDion grant contribution can sltan~ alo~~t in th0 ahs(>nc~ of Dther
dlolll,,~r cOllltr Hmt lions. "Phil:" H<H'lI~~ O!'xp(>cU, ;[",I)IflJlt If lihult iOU1i:'i; ,,,,[ at D,:,,'!:;;;\t ,~;52'1fJ;
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Oth~'r dOlJ1ioll'!);, jnc]nrJlinq tho Mm <1ll11ll(ti ~'i'~~~;1t "';'('iH·~,,:m,! U1:<1lVr" ~1h~,rJ; ~xl!'}trt(>,,';:";(l'd

interest in contrihuti~g to the fund.

''J'''1JC fi!.mrdl's on h~l1ldifF1! i ru!.:l"ll'eslt Il'.ate [01' ~;:u:!hpltojl('C'!U;: 'Ad HUH' It tho IfliH'vad U I11I'J

r'l!t€' 'On foreign h'h'lirnS tto fi nrlJuD~!t!l' i.<~D e~uh!'ll'rr i!>cs, ,i'lind (;'O!p·~> Boans tt\01 l11\t)J,J;
energy erntlties, currently 14 percent. The onlending jnterest rate will
cover the cost of horrowin~, the cost of operati\0lns and allow for the
accumulation of reserves.

',P,e 'OlJ1iDenrlinq r31ti!?' of ~ IJ1iterlf':£;:~ [Ionf €<liC'U, ,'mhnOiHu will U lb,,? [b, ..ifl'. The

repillYiiTte'fII!l: p-p!l"iod for c1a'JD(>nrnlJ1i i j ~,hf:' &rUlln«~",l r~·SOtUlrc~?'c' I,>, un n Ihe up ~_0'2J

years. This repayment perio~ corresponds with the expected econom~c Uire
of energy SUbprojects. fund Gubloans viii have a grace rertiod 0'( L~ to
c~iqU: ye>,i'!Itt's!to frlciln't,,~~e I!:lree Ci,l:,t"'f'il""itlin!flJ or I<':H11: I'J ''J't<>stadtion r~'»jjeclts sliwh
iiS hy{leU }JILl/flits, iHvn Itihte [('P'{JIyc(>'il1JIt l');[ ~"X~K)ln crt",diHs and ClJ}mmetfe~a,] Do"mE;

which l1Ji'lJt" au(1)nn~D rf.'piliyrrC'f~t Pf"J!llll)Jil!:n('>"U' ,,,,,n'1M. J'e<lr:~;, nrni(:'lludnnq IfJraClf>.

Tr,e n.tHlI~: haf,; eEtiU'iili!l::e.t1 i!:h!~ t-;'['J"DIr'C,I,?,:!', ,litl1Jill! <1:ril',llUo:,'lit,ii1i);n:r.; 10.[ fnnds, to the Pi:.lind,
*"rdc~, a Ilo1,,1s it hi." f"QHHB Ito "1Iecm",,QU ll,at~, ~'?, (W't'l1' ~3·2'2'1!} m,i II u i ('m ,I}ver lt1h~: Hli yeall'
nife of Uhi!?' pr(1)lj~'ct «n<Qj;a:E-'~i8» it\!) hr:' Ut~"" ~"\,qQvHy ca~")'titli1,li fo.r [l]tHr~,.

tilc!t:iiVtitiitffS by 'Uhe PiE[1) <Ojf H 1ii." ~n[t)f(', <[1)1[,. PIfi{;Il'Cll'<1ibl'!', jj'ts' .imtronomOUi$
offspring, wiiita1:NDtt itlhi." 1l1lf'f;>d! for ,iltlIUoc,iuti<o,ns nlfom, COi?"s bUJdget. ASSWl1ilirng
a '5:Rd€blt/:eq<Ulity raiUl(]l (kO!t1Jf;['>tl'V.i\lltfit,7tfl> ff\Qltr ~r:[)JPlC)!, t.hi:s wound ena!h]e the
Fund ~D ~ohili2e an additional $~OO ~6]lion each year lto finance energy
projects in the Eighth Plan.

More details on the terms and conditions for operating the fund are glvLn
in tJ'i€ 'l'l7OJdd Ra!1l~: Staff Jtpprans'illll tl"ep'JuL 'The SiNR '1'.tsclitsses appraisal
and s<Ulpervision of "'ilD'bproj€cts,. Ptl',O:CIll!U'N1<?nlt, .rliiish"lIlHStem<?nlts, el!1Jviro,nmenttal
£H10 sociiall nssil]€s iHl:C! repo;rltia1lg ,i\JiI1l,rn ar.:'c,').IUiC1itfinqi lis~mes:, sl!.Hnmaciized Ibe]m....

b. EliqibJ<? Borrowers

Jt lIT,JinirrTiUrm c.Qf1JdiitnlfJJfu '"Olif Edl~9libiji!t:· ':.linn ibe receipt of a
Lette! of lInte::lt fri(')IT1 the GOIP'. lllI<?f<Oln" al ]'0:;)" li.s: appro'ved, the proposad
UTIUSt be reviewed for iLs etrJgill1l,,?eriU1J'91 anrli cost asreclts:. 'The PEIDJ and the
UJSA][!l)-f~na!J1lce-0 cO!J1ls'ld tanits '... i H .aPPlf.iilLse eaclh plfop<o'saL The engn U1Jeering
consultants and staff will [e~iev: (i) suitability of site; (ii)

arJaUalbiliity,of inpilvits; OiO ,ap'!P'lftOlpdaitell1l<?ss of, and proven expedeU1Jce
witTJ teclmology offered; (n.rJ) [J>iiioljject design; (v» arrangements of
detailed engnneeriirlJg; (vi) CO!J1lSIt:!flUlCItlOIlU strategy; h'uU cost esUmates;
('Jiji) p!'ociUlrement ,alrlfafllgelIT,ell1llts; U:d illlflfang<?n:1€'!J1Its for plfoject operati'Jn
ana llDaintenance; illnd! «:d courpHatr1lce Wil!tUu Banlk"s emd,I[(Hl.menta] gllllideHl!1Jes
and resett I emcent r€q!UI ii rerJenlts, .tlmrli SiL!l~N"!t:it ,a; cOn:1pCehellllsii \ie' ~sseSS1,'ent of
Hue ted-mica I feasHJJU Hy of the sl!.l!bp::ojeet. TUu€' fiinanciiar ad'.!! sors ~d n
review: «0 .ad€qtlJ!acy of financing; palc~:ag,e; liiii) lfiimlirccial viability of
the project OV€'if its HEe uillldielf '>7,ilIrio:us tariff scenalrios; «HO the'
security package, (discussed below» and (Iv) corporate st[iL!Ictur~. Based
on the cOlTUso.lItaJ!'llts" rep,or!!:, Ithe f'tlHlldl '),in 11] pr-epare a conprehel!1Jsive
appraisa] report ..,itlb lfecoJ":s,ea1ldaltlions.



USAID do~s not intend to underlake a rey~ew in arid~tlon to that ~ade I~

tthe Pf:D iHlIrll its commHanl!::r,;. S~uC'hj ii dn'l1Hlir <)pprova] w',,)~dd :reliij~'ve tt:h",
FUnd of at least Gone or its rfisk hurden. USAID therefore intends to
1 limit Hs revh:loQ to ronHor ing tlh,,> I!"'~vle'l-i' pro{:'<£>s;",; olT1iHy; n\di~;: wi n no!*:
prolong the revie~ process since it viii he concurrclT1it with the PfD
review. USAID reserves fUll rights to audit subborrovers and to track
(~mds •

ld!) (unrJdfo; ',,"iiH u>" UU!~,,:\di t~) fUrf1;,imco'.' plroCun'J)h:nlt flfO["1; ttlh,e m:;:
and! iptlllkUstam. OU~e-!r 4"HorJ(l!1';f;, UlIo!ta,ulJDy O!nJ~\ <I'iTli"V H,tly wi liD r;a,ke ~~heir hl!r',td!:;:
availahle for procurer~lT1it fron their resp~clive coulT1itries. Japan·s
con!trlh',~tion ""ill IUlke]y bp ~Dr~ltil(>"l!, .!mdJ nn~:e lthif> Bi11tnl~:·s contrilbIJtnol!\:,
rrOCtH~rr,e~~i\: 'lr' j H hI" Dif1J atCC(H'dMli"'~.?' v,,7ii1th ~,,):u~1k g;~llu<d'td h",·s, and: cOU1ltraclts

{llW,,!H<ftlCC' ~~a<'lroaugh rr!l1lIle>U~.;iltJi(\j!l1l£l;D ("1Q!1!"11,A'~n!:fil},[> Bi,-:dlinsJ QN:B.)J. Bo,rro,;>teIfS LDSttUll<j

~:D€,fB f'.tmf1!.$ U'11J1Sil: fon~,,),W G"0!(OCUH'!£"Ii"'elrult !pj!f\i~ci!'dm[f'0 ;~tC'certahUe to the Jfeh~V'"}1nt

country. AID proc~~ure~ a!!"!£" Gr~UDeA OU~ un seetion BV.c.2.

13) t'~i(\' evc-nil i!::ij'jt:' DO:"Jif>Stt, e'J·i:.hu:vlf:if'r.! lbUlrj!\d!~>!f ll!ln.rrpu· ;;(:1'1 is [room, a com~tlfY

off€'fUiT'Jl] tll":(~ilInd, !l:l),:>:< cC!If'.\t!f'!liC'll:. IloJ l!:Ul!~: ,,"!'xh~lT'"t (),If ~t':,ai!Ua;Jhne lfunancunq,
wi nu ~'je iftinillliced hy 1l1b", Utl}'''l1 ,i]Utril uu~ Ithe f'umd, SU!ipg:)<]<£!IT!.ented h}" funds

provude"i hy JaijiHlliila'ul! tlhl€' h',Oilr hll ~ail1J!lc. '1I'.a. Inverse€' this aUocatiion, the
ColOr> h?ts as~:(!<d the ~k,rii<f1l nr:H1I~:, t<!1J c<C1((J)tt"o"!iilm:,,~e .'l>H EHocurremelT1ilt on hehalf of
aD 1 the cOll1lltdh:utors be> 'tlr,e F!!Df,<dI; Ithif> iit<1Jn~: ,,,,'j ED Uler·eltolfe re-vier#, aD]
award recorrtmerudaUOfJE "ilJl1Jd s€'l!1id !f<e>le",':mlt a~,,';iHd lfecommlendaitEons to Ithe tied
a hi! ag<e>P.lcy • 'To tIT! I n ii 1m ii 7.€' It Z1,e It ii trile I!' e<q;u] ti red! f ~H· PI!' OClUllf emend!:, DOI[ r It)W'€" r s
'-"ii II fjAlVe 1t1he opt ion I(}'[ PIf<cqUilI] fi ifyii ~J'g eq~D Upf'1""rr:il: ~s:IiJ!PP'] iielfs pr nor to the
appraiis:a] 'of sillbproj)'E'cits. Tihe co,tru,dliiltiions fol!" Uds PH!q,f,J:.~Hfi!c.atfol!1J,

uhlich are acceptahle to AID, are spelDed cut in WB Staff Appraisal Report
~~o. 722fJ-PFK !lncltUldf.'\D ,as. lmne:<' TI.

d. Environmental and Social Guude-lines

ilJSA1DiH1}C! other dO'iT'tiOifS cue cOlT'ticerned a:lh<fYl!Jlt the p'J,,,sih]e
environmental and sociial irnpacts of SUbprojects. AID and we are
prepariinggUliideliines 'ov:tJicih "gjiB "A? iinchnded in a Jb,HH(~1htHe, to. be
published by t~e GOP, giving the social and elT1ivironmental guideline~ for
ipS po~'er proj)ects. 'Tifte blroctJur<e ";,Qn n ((li] :!::cIiJ!SS c:d It i cal <env], !on:nentaD
factors to be reVlei.o1ed and ffioniit<Olrredl, permdissii!iJ,]e p«JPJ!.l:tant levels,
principal control ~e!ttJods, treat~ent and disposal olt gaseous, liquid a~d

soJlid 14astes, occ1l!pationa] lhleaH::h ai!1lt!:J! safety standanls, planning

standards for rehabilitation in the case of involuntary resettlement, and
procedures for ig,ple"'C,ent ing and FTIonihH in,g rehabi Ii t,ation plans. Before
iss~ning an [,.or for projects 'Dl'h iictJ l'll,ilI1' H,ave :'i iigni f icaillit ern,-ii ronmentaE and
sociia] iDpacit, the GOP ( ... iith help jfro~] !the project?AT) 'i<i'iiH carry out a
preliminary envjron~ental!socja] screening to assess the site and
technology alternatives. Proposers will be required to submit an
envi con1"';enlta] and soci,a] ilJipaclt assessment for the sllllbpcoject. These
dociU!liJlent:::, wi H !he sJUlib1'7!itlted to the Bank foe ~eyie\r" a:nong ..-j tIn the 1?'llmdi· s
recorrrzneB1loatioJ1ls.



US/.ID \!,.qUI finance an pxpatri<)tf" envi!"(ylf'w"lHaIT ~'xp ... rlt iH): pJ}rt ()if UI.".:' 'if..\'r

initi'"lIlly short term, to b!!' conviPrti('d tt.o IOUt'IJi it f> H1 if tn(>.YiN~. 'rrd:r,
person will ensure that p[oposaJ~ are in corpliancp with ~pproprjat("

environ~ental and social quideDines. Por details on the enujronmentani~l

see Section lV.C.I. and Annex O. The en... iron~pnla] an~ socia! impact of
the USAID project is discussed in Section V.C. and ~nnex T.

The donor~ will c~llahor,atte ~ COI~~on !eportinq ~l.~c~age.

"ritds will reqa,ire a qil,lart",r)'l pro,rr;re::':fi r(,,~H)d. '''n F'n:trd ()~h'rc1tll(m,;

including lthe '!Jf;;C of eact, ,~o\!1;or's fmlds, .,I'~m""n frirrVl:nciat c'It':.:H"i'n",nlts
andi ted by an ii ndepc'nd('nit ,)i)UlU It>"'if acc't'r,!!:;:'b,~(' !'.~> ilill Ji do,netj·r::;· ,=rnd a P!f <0.]<r>c It

ConpJetion Report Within six ~ont~s after th~ corplelton of Ithe Iry year
pr0 j N:: it • 'The r ('P(j r t JWll pi'Jd~",V1i,(>' ..d TI!i ,il; 11 ",n, ~ nc] n<ffe <1' <ut'l'a if It Ii~ r 1: y !p if 0 c~ P.' S i,

report .<!InCi {mrma) imf3itei(~ fiilfh)lrJi(:ii~TI c:L:1J~J'f'''''if1!tt3 [fnr ':>','tef' subproj'<f>ct.. ,~

Project COl"p)'2'UOrJ pnpor tt ':.iin fr'0' :fNnllHnn"fl f,o,r ,'~wih n 'Th.e PE'f)

wi!) he responsible for the fpportinq p~rtaQP.

'The cnrJ's <ohjectivc<:- iill') ,:'ltco'.,vra(J1inq rs 1rrntes!trenlts b1 to
shiH: tT,e burden of investr'l'nit t<lJ; itrA" ~:s: oi'H1.G ,;'t""""y frof" !the treasuJr'!.
Sovereiqn qilHH<J!ntees for loans "h~s:s;~.Dme<rl! hoy 'the PS: w'i] n therefore not be

provided, since this ''';CJulo incre'its:e !title GOP' debit burden. ]Instead cf
sovereign guarantees, t!he GO? ':Wi n eslt,alhHsih iHl; iir,stt: Huttiional: framework
for U,e ?S and pro'Jnt:e inceoltii\r€':5 ff«)r d<O<ln.or,:"r and ?~.md! ~)Olfr"}Wers. to
consider in'J€stJfferat in ?S pOiNeif iPfo,je,clts,.

The frarne':Wor~ of tne SeciUlrHy P,acik.atrge has f04", en~HetnJit..s: ~n incentives
to PS to !.modertab" in',;estrmenil:s 'i>"Hifu niir-:diiterl reCOIil'rse Ifiinandng; no the
eligihility cdteria for PS i1rl'J€'sttreo!ts !to be con;'i:iidered by GOP arn.(f'Ji !the
Fund which ':Will safeguard the interests of donors and the Government;
(iii) pr":)visions ito rniniirrnnze Itlh,!" nrp,aJ1c't on borrowers and GOI? of
identified ris~(S !t:rr~at CQilJild OCCllJl! iiothe proce'ss coif prepaltalt Eon,
irplernentation ana opelf.dition of 1P'5 sulbp'lrojjecits; and [tv) doIl1/D' If ro]es in
subproject formulation, appraisal and supervision.

i. In~entjves to the Private Sector

fa) Price f~r the Purchase of Eleclricity

'Tlhis pr ice ':Wi]] IPro·... ide an i nce'nU ve for the PS to
implement and operate s!U!bprojects eff'icie!!1!tly. Thii:s '",iH nolt be a c(pslt
pIus arrangement, but a fixed price per kilowatt-hour for a given year,
...,Uh future adjustDents to he made Olf'!!y to accoTmodate sp~cific chamges
in in!Hllt prices such as labo)[, f rL11el. costs of spares. alf'Jd! not to ensure
any particular rate of retuHll on equiilt:.y. The retiUrn OC, invesltitJent CiDll!Ilid

be increased by greater efficiency redm::imji costs or yielding a:1l oUltpl!.l1t
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beyond the contracted level. Correspondingly, it coa]d b(" (;ecreased hy
inefficiency on the parI!: of th~ o....oer,.

(h) Pi~cal Incentives

'The GOP has reduced import dut ies and taxes on
electrical and nining equipment to allow the PS to offer electricity at
attractive prices. Special areas and localities have been declared
ind~lstria] zones with tax holiriays of up to five years. Moreover, the
GOP has decided to insulate the private sector 3gainst changes in duties
and taxes, by making the price of enelrqy net of incol':1e tax.

[cJ Repatrialion of Profits and Debt Service

Poreign investors can convert rev~nues received in
rupees to fore~gn exchange to service debt and repatriate profit through
an ar rangement with Ute State Ran!lc of P,1ild stan. Th is wi H be extended to
cover ~mlbproj(.::cts f i niU'lCeO by the fund.

Cd) Price Reopeners

"ithe GOP has decll Jed that the price for the purchase
of electricity horn the PS will be fh:ed at the time of negotiations,
with a mechanism based on indices to adjust for future change. However,
the PS and GOP..., i H !"...e able to reneqoltiate a price as a result of changes
beyond the control of the PS and fund lenders. Such changes will include
civil works, impact of environmenta· safeguards and unanticipated foreign
~y.change [novements Of! project costs and f i nanci ng costs.

ii. Eligibility C~iteria

The institutional framework for review, approval and
financing PS subprojects will involve two sequential processes: the
review of PS proposals by GOP and th~ issuance of an LOI, and the
appraisal of scbproject loan applications by the pund. Cri teria to
d,::tennine whether PS investi':nents alre el igi ole for consideration fi rst by
GOP then by the Fund will be included in the brochure to be issued by
GOP. The Fund will also issue guidelines outlining the procedures for
appraisal and super'Jision of PS SUbprojects.

(a) eligibility criteria for Consideration of PS
Proposals by GOP

The eligibility criteria agreed on by the GOP and WB
for consideration ,-"f PS proposals by GOP are (i) integrahility; (ii)
competitiveness; and (iii) Vlability.

(i) Totegrabi 1itj~ Public and private sector
investments should form an integral part of the
national least cost development plans for the
energy suhsectors involved.
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(ii) competitiveness:y The PS can participate by
either (a) responding to a general announcement
Which provides parameters to be adhered to in
the preparation of proposals, or (bl submitting
a proposal solicited through a bidding process,
to implement projects at identified sites, for
which feasibility and environmental impact
studies have already been prepared by the
Government. PS sUbprojects will emerge through
a competitive process. Competitiveness will be
ensured by considering proposals that offer
prices of electricity that are less than the
unit cost of generation that HAPDA would have
incurred adjusted for financing for~G available
to PS.

(iii) Viability: The economic rate of return of PS
proposals should exceed the financial rate of
return, estimated between lS% and 20%, which is
considered appropriate to attract foreign
investors in the international market and
correspond to the rates of return currently
secured by the V5 in Pakistan. Investors should
be creditworthy. Equity contributions of at
least 25% will be required to ensure a viable
capital structure and an acceptable debt service
coverage ratio.

(iv) Limited Recourse Financing: PS investors should
not require direct sovereign guarantee for
suppliers' cr,edits and commercial loans.
Institutions providing these funds should be
prepared to assume project specific risks. In
the event such risks occur, the recourse of the
institutions providing suppliers' credits and
commercial loans wi 11 be 1imi ted to the
provisions of the SP.

~ The WB uses this term slightly differently than AID does, especially
in contracting contexts. Competition between proposals, with the lowest
price prevailing, is not envisaged here. A more apt term might be
reasonableness of price. This is, after all, what AID ultimately seeks,
with competition, at least in contracting, a means to that end. AID's
ICI regulations do not require competition in the selection of borrowers,
but rather reasonable price and good commercial practice (HB lB
Chapter 19).



ldthough GOP's review of PS prop~);1'ans w-i!J genera!ly
establish the technical, econol'1dc and financial "liability of :,mbprojects,
such a review will be undertaken without reference to firR financing
terms and condit ions. Therefore, GOP' ~> apprOlJili 1 of p'rOfU'J;sa ls, evidenced
by issuance of tOrs, is a necessd!'"y but: not suff icienlt condition for
advancing loans f roi" the Fund. The Fund wi 11 have J :'" own 9~~ide] ines fOlf

assessin'~ U:e technical and financi'l] viahility of PS proposals. 'ito he
considered for loans from the fund, sUhprojects shr ,.rf meet the (onoiO.l'iin9!
eligibility criteria:

(i) Corporate Structurei_ Subproject!: companies
should he incorporab.:d in Pakifl:tt.an unde-r the
Companies Ordiinance. ][n cas"!'s of joiinlt ventures
with pUhlic sector agencies, at least ~]' of the
equity of tte SUbproject company should he held
by the PS; and

! H) Subproject Pl~mnin9 andllmplementation:
Subproject companies should appoint: (a)
Engineering Cf?JlsuHants with international
experience to prepare detailed design, biddhlig
documents, etc., and supervise implementation;
(b) Pinancial Advisors with international
experience to prepare the financing package and
negotiate agreements to mobilize limited
recourse financing; and Ic)Principa!
Contractors w'ith adequate experience to take
full responsibility for the implementation of
subprojects. They should provide performance
t',onds, of at least 10% of the contract value and
underscore their conmitment to the subprojects
by taking up to 5t of ~he equity.

(c) Agreements

All parties will enter into a ~et of agreements to
define their mutual obligations and responsibilities ddd~,g construction
and operation of the subproject. These a~e:

(i) Letter of Intent (LOI): An LOI will be issued
following acceptance by various government agencies
of the major technical and financial parameters and
economL.: viab iIi ty of the proposed investment. The
WI will prOVide the sponsors the exclli.isive right to
the project for a period to be stipUlated and GOP's
concurrence to initiate the feasibility studies,
selection of contractors and sourcing of financing.
The LOI will include an ~nergy purchase price wH:h
provision for reopeners ~ .d outline ~~e incentives
and price adjustment mec..anism.
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nn i\"1iple~iC'rH:.attjo1lll !\;}rce10ent Old: An H, 'Al'iH :fHllpelrstHl'(;'

tht" ("oJ. H: vi U he siq1lllcd hetw~~elf1> Ole GOP and the
PS, roJ loW!inq acct!1'ptance of fea:r.:libi nity st\'ld!jes.
"'J'he- I'" wil) defiml' the ohJi'Ji.. tio/,l;S of Ute GOP and
the cOr"panies d1~H" ling i tnplct1entalt II or, and ope-rat hu of
the subprojects.. 1'ttJe' cO\i)pan i es' re-spons j M 1 i Iti es
viII Include flna~cing, design, construction,
operation and ro~j~ttenance of suh~[ojects to m~tua]ly

agreed stamllardls .1llndi pallrall'leters. 7lhe lIA wi 11 cOlier
approvals to establish and operate the s~hproject,

r~rlr:lissioll1i for fOl'ei'9!n p[iila~,e itfhv:estmerlllts and
rif'C'!IIUMlice of foudign cxclh:,zlirlAje, tlmderW'rHht9 of
energy [mrd1:<1lse ohl igaltUons and trusl(s tlome hy GOP,
~tc. It vilD also define the terms and conditions
~DrHJer \lihliC'~ Itlh,'f" suph!>rojeclt C(}(illld Ib~ It rdf\isferrerll Ito
It ih,C' C<O>~"'(i' If nlike'll1dt: ;

«II i i.l P'oAQer. PllJlr.clh<1l~~ ""91r'I"Y(".nenlt: 'The PPA wi ~ I be sugoed
ihetowci!'n the sltllhpn)jject compMliies and Uw power
f.llJlll'ClhaSi!'lf, ij _,.'''. WUAPIl)A, and wi Bli i!),.: guaranll:eed iY}" the
G{JJiP'. a 'lOIU I dil?'Une the e]ecl!:rB·cH.'l pVJl£chase price
and the m,pd1}imlisrn11 for all'mu:al adj:JJsll:.Lnenlts hased on
fi nd li ces Ito Ibte aq !~~ed. H ".o.l'i n .a ho specHy It he
q'llIantiill::y an~!1 <!1u»aDiitty of poW'er lto; he plUllrchased,
per(orWtl<1nce ntinlked reW1.IIIrds and pendDUes, and
arrarugeL'1ients and hecq1U!enc}" of paym.entts. 'The
arra"ge~ents for resolution of disputes regarding
the purchase price and operation of the contract
""'I n1 a Iso Ibe delf.ii lrued.

C:v) Construction Agreemenlt: 'The C'onsltrlUJcltion Agjlreement
'l.l'iH 00 signed lhe1tW'een lUte s~hprojeclt companies and
principal cOl'llltr<illcltor re'sponsible for construction
arud co~iissi,rniJ:h1ig of slUJbprojectt. 'The Const ruction
Ji:greernenll:. M7ii Dn tdle!fnne the scope, somrces of s1U!pply,
coo'tiraclt ~J.atnue, im!?]em:eoltaltlion schedule,
const rl.1ctio!1Jl staIl1Hcllar.dls, penal Ity and !t:onlUJs provisions
Hoked wH.h p€'cforom.illnce. 'The arrangements for the
resolllllt ion of dllsqp'llllltes, price adjILVsttmenll:.s, :i f any,
... ii n also be defined! in the- agre'€'tn:ellllt. The
contractors "",i U ,i:l\ssi'9ln a perform'ance gua;anltee to
the lenders.

(vl nperatioo alllldl ~aintenance A9reem~nt: If the
sltllbproject com'panies are not the subproject
ope['ators, they wi U he reqlUJi redl to sign agreements
wi th enti ties responsibl e for operation and
~aintenance (OS~) of the SUbproject according to
pe1r[on:mance standanlls oult] ined in the III. and PPA.
~Je GOP "",il] approve this a9ree~ent.
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('11) Fuel SUi>P]Y 1tgreen£n!.: to the c.as€' of thermal power
plants, the subpro,ject conpanies and the fuel
supplier will enter into a long-term agreement for
supply of fuel. The agreement wi]) stIpulate the
price, escalation possibilities, quality, quantity
and frequency of fuel supply, and penalties for
i oadequate perfOH1'imce. The fuel! may come from the
same PS COIl':l,pany that sponsors th.~ power plant, from
another PS coppany(s) or (rom pUblic sector
sources. 'The agr€!enent -.."i II he <Juaranteed by the
Government when the fuel suppljpr is pUblic sector.

(vi i) Other f,QH!e~:ent:s: The SP wi 11 al so inc] ude
Sharehol aers' ''''greenent, U.oan Agreements, and escrow
Agreements as needed, depending on Lhe siz~ and type
of the suhprojects.

iii. Risk Minimizati~n

(a) .!;:-iple~:1'lentation

The principal source of risk during implementation is
delay in corrpletion. Delays in sQDbproject completion ""i U involve risk
Lo the lenders in that their debt ~ould not be serviced, risk t~ the
investors by foregoing the return and risk to Ithe GOVternmenlt in that the
supply of energy would not fnateriaHze,. Delays in subproject
implementation cou Id Ita}:e place becaus~~ of:

(i) Furce l'~ajeure: lIn th2' case of delay in SUbproject
cOUl"lpletion or suspension of oper,ation frOID causes
beyond the control of the sUbprojeclt company, the
investors would only be protected to the extent of
the insurance co\'erage obtained by *:he subproject
cO;;jpanies. !l.]U1JoIUlgh this would delay energy
avaiJabil i ty, the Government would not b",ar any
financial r1~k and would have no recourse; however,
it would provide financing through the Pund to
cornplet~ the subprojects and cover debt servicIng to
the lender's.

(Ii) ?ai1ure by the principal Contractor: In the case of
delay attributable to failure of the pripcipal
contractor or any of his SUbcontractors, the lenders
would have recourse to the principal COn&£i-tors'
performance guarantee bond which \<:i11 have been
assiqned to them ,at the start of subproject
implementation. If this is not adequate to cover
the debt service, lenders will reschedule the debt.
In case ~f protracted delay in implementation, the
lenders will have recocrse to thte projec~ assets of
the principal contractor and the! Government will
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have recourse to tthe assets created by the
investors' equity. In addition, the Government will
be compensated for the loss of energy by exercisill9
their right to encash the performance guarantee
given by the SUbproject companies.

Cb) Operations

Once the SUbprojects are completed, the principal source
of ris~~ involves the loss of revenue on account of the following two
reasons:

(i) pp.rformance Shortfall: Shortfall in performance
could be either on account of less than guaranteed
offtake by the purchasers, or fad lure by the O&M
contractor to perform. In the first case, there
would be no shortfall in revenue as the SUbproject
would be fully cor.::,pensated under the take-or-pay
arrangements in the PPA. Other possibilities are
discussed in the \om Staff Appraisal Report. The
performance guarantees of the oper~ting companies
will be assigned to the lenders .. However, in case
of shortfall on account of failure in performance of
the O&H contractor, there would be inadequate
revenue to meet the debt service and, thereafter,
other obligations. Any shortfaU in revenue would
be offset against the investors return.

(i i) Fefaul t by the Po.wer Purchaser: All PS companies
financed under the proposed project will sell power
to entities which are partly or wholly owned by the
Government. Consequently, the Government would be
the guarantor of the power purchasing agreements.

Details on additional provisions to cove~ cost
overruns and to establish a debt service reserve
escrow account are in the WB Staff Appraisal Report.

iv. The Role of the Donors

The involvement of the major energy donors will provide
comfort to the PS in considering limited recourse finan~ing and
participation in the project. The provision of world class technical
assistance by USAID will assure the PS that proposals will be thoroughly
and fairly appraised both for receiving an LOI from the GOP and for
receiving a loan fro1l' the Fund. The role of the World Bank will be
critical in this regard, too, since the Bank will take the lead in
formulating the institutional framework for the operation of the Pund and
the appraisal of projects. The Bank ~,ill also review all loan
applications and the quarterly progreBs reports submitted by the PEP.



3. COfl'lponenl 3: Project Supoort Activities

a. policy Analyses and Special Studi~s

Up to 54.5 million has ooen set aside tcr;~ (boance spe-::~a]

studies relevant to PS 10'101 veGlmenlt in the enNgy sed:or. f~.mdlin91= s
available for approximately 200 person-w~onths of sholirt-terml expatriate
technical assistance in financiaJ ~ e-n91ineerio(j, e!wii ronmentaJ, po] icy
<lnalyses, and other areas.. The fono~in'9 log)ics are illhJs\tl!'ativt":

Standard contracts for sC"!!aU subproject sponsors on ,a,r.
-avoided cost- or other appropriate basis Ito simplify and! reduce the coslt
of the proposal SUbmission/approval process.

Peasibi lity standRes for independent rural uti EHies
(generati~n plus distribution»

Specific pre-feasibility analyses of potentia]
subprojects to develop data for the preparation of opportulI1lHy not ices:
for private power procedures.

feasibi 1 iity studies: for genelfaltion and distribution of
power in industrial estates.

Analyses of ~nvi nmmn:E!'JlItal effects of possible power
faci li ties in certain regions te.g. /I iiUll support of specH lie program
opportuni ty notices being deve]ope~1 b}' the GOP).

Private contract oper'ation of selected! ~lAPDA gener":ltion
facilities or distribution feeders/substations.

Analyses of alternative purchase prilcir.q options such as
the avoided cost concept, bid es'!::abU:s:hed p=ices and cost-based pricing.

Options of increasingl private sector debt financing by
floating public bonds and other financial mechanisms.

It is anticipated that five to ten such special studies will be
undertaken during the first five years of the project:. USAID and the GOP
will approve each request for special studies. The GOP has expressed
preference for host country contracting for these studies; this is fully
acceptable to AID.

b. Support for Proposals from US and Pakistani Pirms

Up to $10 million will be used to redUCt:: the development
risk to U.S. and Pakistani firms with equity positions in SUbproject
proposals by providing partial support for prefeasibility and feasibility
studies. This actiVity was recor,~end~d in the ANPAC cable (see Annex A)
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ami is designed to ('nsure that U.S. anfl Pakistani filrms <He enconlll'<li'9!erll to
participate actively as sponsors and (;~qi.Dity provider~l! iill1l r)/rivate poW'~!Ir

subprojects.

U.s. firms estimate proposal developDent costs to f<linge from $100,000 to
$5 f1'JiHiora, so that AlD'S $10 Jr'lli IHon could partiaU J" cover costs of at!:
least 10 suhproject proposals. On receipt of an ton" I!J1.S. and Pakistan,!
firms wi th an equity posi tion in a subproject li'lJay re(:Jueslt loan fiinanci n9
for up to 50 percent of U.S. and! Palld sll:.ani sOI!.lirce and or19i n deveJlopment
costs of their proposals, up Ito $1 oillion. t'hese ll!:>ilIlfliS W'otdd be
administered separately by W)f'C with terrms to be aqH~ed! on wii.tth J't. LrJ.,
but probably involving payhac5; over' five to eii<]lht years. The foHowinq
activities would be el iqilh1e foil' loan fimmcnnq: sHe alfli.tli]ysiis, dlesi91rti
and enqi neering, rnanaqernent and Of.H:raUons plans, hD(~] supply analysis,
legal analysis, project cOH'nrponentt cost estimating, f:nnanciial iP'lag~s and
financial analysis, environmenta] assessments and analysis of mitigation
measures, environmental monitoring, assess~ent of innovative
technologies, rnanaqe!J'renll: and operations plans, prepa:ration of
applications and data for required penmdilts and authorizations and
preparation of legally binding COJ1"1iG;'i1ittl'lllenl!:s ~e.9., MHs, PPAs,
Implementation Agreell1'Jents, Fuel Slllip'ply Aqreemell1llts:, Secunri Ity Agreem.ents,
etc.).

Pirms that receive such loans and are later successful jn obtailfliing a PPA
from the GOP wi 11 be required to repa~' aU funds recei ved within s.ii x
months of signature of the PPA.. AU payf,'!.ents wiH IDe made in ru~ees Ito
the Pund's account in the State Bant.

c. Mission Management S~pport

To help rnanage the projeclt, USAJWi lflitl:ends to hi re (it) a
USPSC project coordinator who wi n !he an investment professional wi lth
experience in management of ban~;ingJ, filf1ll:nClal secltoJr, po'~er sector
and/or large construction projects, «iij) all ps~n proj1ect manager alflidi (iii)
an PSN secretary. These people will help USArD coordilflialte, oversee,
implement and evaluate the project. nore details of the planned project
management are given in Section IV. in the Administration and n-toniltorin9
Arrangements, the Evaluation Plan and the Monitoring Plan. Some $1.113
million has been set aside to cover the cost of these imHvidiuals, as
well as all project evaluations and audits.

IV. Implementation PI~n

A. Implementation Schedule

The project will be implemented OV?[ ten years, !heginning with
the Project Agreement signing, estimated to lb:~ in September, 1988, alflid
ending on the PACD in September 1998. Annex K presents the tabular
implementation schedule.



The long-tcr~ Resident Advisory Team of five individuals
(six if the ,iAPD1, FPC is ]atei!:jiu~dJ"Jcd by Itl1V1 GOP and ttlhe- Project OHi~>~r

to need an Advisor) and short-tern expatriate assistance vill he procured
hy USAHJ under one mmbre]]a COlnlt 1l",,1ici!:,. i lnl accordance ~-.7lilth L"'iliU" amid A]IIH\i{.
lnitial!y \'Clost of the new p<lIkLslt"mi nO/tn,q-lterml profc:r:rsu(.Hlian <i\lnrl! sll,pporl!:
staff to he financed by JUD ~-wjj n ibe lhihcd llmdN tlhilis; ~'J'a'!ne u!mblt'cHa
contract. After the first two years, the GOP will take over the
financing of these positions, ~osl ~itely as individual contracts until
perrC!,ment COP posii!ti~'ms are cre,adted. }"du} i:r: f"repar~~'dl Ito finance the
profe~slonill] and support staU IT'JeeQ~e<dl for the iP'iP'C'. T'he NDPC wid n lfiil'1!<linCe
the staff for the PED; WAiP'DA and the Hne~gy Wing will similarly finance
tB',eir own position" needed t,OJ lll",'rJnN'lelJ1J~c: p'~ lP'lr<D,)!ecL The sttaHiing; 0,(

these offices is d precondittiolJ1J fryr the WOlrld Bank contribution to the
Ener~y Fmid.

in Annex O.
the contract

U~e i outed m,
to um1ier!l>a~;e

scope:::: ,yf ';..7od: for itlh,,:n'[);if',c'Ji-b~rm: r'0'Si,'!ifl'[f\lk ,'tc1;\{!ii~10rS are sho'),;n
JIt us r-y.;peci!:o€'l1I Ito !t<IIik.<P.' ap!plfo:dmalteUy nErn~: m<D'nth~~ t.o, award!
and f,o:- iUue P.su£l!e'nlt 1~1!ii~7iS:Q1J!rY Team' ltc'll anrllw:~ iin-co~"liItIfY~ till

shortt-tenTI !t·edmllc,a.D <::,;$;jjsltaJf1Jc<P.' mil/V he cOt'litra>cteJi ~.:::dn(J1 noes:
rr·:n l:rni!f1Jiliry s1tm~ue;;; ,,1lt'li:(1 '[)Jitlherilnifitiial a' .• vntil.es:.

The long and short ter~ technucal assistance proposed for this project is:
budgeted to be adequate to cover not only the USAJD $12~ million portion
of the Fund, bdt also the contributions of other donors. This was
discussed with and aqree~ to by the World Bat'lik because USA]D funds for Tili
are grant. Cornpared It,,) an es.tnll'1k1dted 'tlolta] contdht.l!tnO>l11i from aU dOl11iors
ofappn:n:irni!l!!:ely $5SiOJ !IT,ii I HImu,. ithl!:' '1;"'A !b;u,tJ'.91et prOVided in \th's pH)J"j)ect for
inst i tu t i anal developr::,e!I'J!t ar.ld ar,p:rcalll;;,a, n of proposal s seems reasona!bJ e.
I~o tecimical assistance \<iouh~ be 1b'!f«(Jill>f:JjfrUIt to Palkistan '",ithout the
conC~Jrrence of the GOP. '7'rdsiis sltan,[]anli ope-rat hulJl procedure for USA]]).

In the event Hess than ttue hun n ,il!fj,ounIt bud'gelted fOIf 1''A is requiiJred .. the
excess may be reaJ 11.)cated to the Fund f,o,r ]l[n~.'iil11ig to subprojects.
Pcovidil1g for a lan]er blLndget ,alt 1L1hiii s sltage pn:wiiICF.es a good measure of
flexibH j[ ty to an par!tiie.s Ito cespon'd! diS m~eds: .arm se, w'i lthoult cOn1JT1di ltltii!flg
t:-,e GOP to techniciltlarssistt"u1JC€' tha.t Inay not !be t'liee,Jledi.

Trauling needs wiU he ,assessed! !by lthle' ~esiidenlt A.<d!l.risory 1'eam tn
conjunction with the heads of the offIces once the instiitutions are
staffed. The Contractor will identify, place and coordit'liate the training
of individuals in U.s. institutions and indiustries directly or through
AID training facilitiies.

"It,e reqpuired cOn"':7T,odittiies slholl;:n in Section ]I'l/.C.2. have

standardized specificati~ns and ~iiln be pr~cured hy USAFu. Up to ]2
GUrOnths 'wi JlI be requi red for these corn}\odi t.ies to arc ive' i€1J-coQmltry.



h~!pD if."ttiit!'1fb Ita ti Oil'S i,d-I: ter «P H.} ..d H be pn~pa t e{~ It I!' "H~:"'.111,ji IttL ii tr•.q; lthe It ('I!' 111>$ <i1i!\ld

C'm~dHioJ~s for JU~Q of t'\W 1[;,UlIlL f\l.md~' :ru trds Proji.:clt. ,],!h:~ ~thllii:;;;ItIl'Y t1)f
Jl'immtC'Q will m~gotiatQ an ;,1:i.;1'eCi1irJlmt {,jlilth the m}lIFC/G·I[~ tt-~1Jll' lDi~}Ifrr;;ultli\(",ull 1(.][

the J1mnd. IUD gr;'llfQt funds will be (Uspurscd lthl[lDil!.l!JI~llu niC'ltitll.~1f5 oilf

i(:ol1J1lrJi.Unent issued for each ~;ubG"Jiro}eclt.

U lis iL"l'iPOssible ito predict ttjul(: mmlJ;(;~1f of suuU)projeclts Ito Ibe- ap')J[ol'lcd. A

KH:eJy s.coerhuio for <lIppco..,aD <lIl11Jdl fill11J<llrtlcini(j of sl!.l!Jb,pr(Dlj~clts miiiglht be-: oll1ie
subproject approved in Year 1, two subproj~cts appr~ved in Year 2, fOl!.l!r
s9Jbprojects approvelti i01l Y'C'<l!r }: ... i'Jifljd! IUp Ito ] 5 (Cjil!.l!rii ng 'fears 4 amid! 5,.

Ideas for policy analyses and othe~ special studies may
orii']lin?~te ...,fUll itihe ~':S ... UcP.' GOP ... Uti£!' ~\dvfisory 'Ji'e-'iH,11 and otlh:6 plfo],eclt
implen~nto[s. The criteri<ll for (unding incll!.l!d!e Ifelevance to the
chevif?!nOp:rl'lC"ll'dt of pdvate :sector p<QJ\\,7eJ1'iillli P"vlldsltil:lIllli. N~)st st!:tvdiies ""':liB be
u!U(uerta'ken hy Itihe ,Mf,'I1P Uil1Hller .\llD> m!\{)Is!t country contracUng pHH:.e!f1;uJres; :H
!the OOP 'Wi.s:l~es .. ~,;tutdlie$: c,Qluhv aDs;((}l ~)€' d!il)Jne th,l"ol!J'9lh J~. rr .D. dii re-ct
conll:rad,.nng JUlsing An!D>/w~ or MiLs:,sn'OJu'Il iill1ldefiilndilte quallliitiity COJl'litractts.

As described in TIII.C.] abol'le ... feasibility studies and
other p[ojject prep,u,ait iO!1l costs off ILO. $. and Palk.i st<ldl'bi f ii rms which rece! ve
UHs wti U lhe en j'lJItiihTIe f<Qlr ]'!J'a!!Tfr finaU'Jcling. ']'he foHowiing; sequence of
events is probable: U» fiirl1:1:Is receii~'e !LcQi][s; ((2» firms lfeql!.l!esl!:. ]oa!lru

flmmcing for el itgibne costs uncOJ)!!'[ed l!:.(!J) o;bta ii n tH';e LOJI and sulbl11ii It: to
NiD¥C!F<[:[}J It;heix pBal11ls Ito can:;,' «JRU:: fe,asiibdd.iity sltl!.l!dilE~S; 0:» aftter l[el'lIeW
and app£ov~I of reimbursement c]a.ii~s and pJans, fifty percent of eligible
costs ,are reia'mb~nIl"'sed by NIIH"C <on ;.ill Doan lhasis ifno!mi fll,nnds made avaUable
ul11lder this cCilnpOlfbel11llt... ItDp to $] t:TIni 1l H<1JJDll fiQIl[ each proposa]. If the venlttulJre
iil11lvo!lvintg a ilj.S. or P'a~dsta.Di ffi!l1:'JI succ<~ssfu~ly cODllcludes a PPA .. the
illrTlCluni!:: of !loan disour'sed W'ouhlJ ha~..e Ito be reiim:buJrs,e(jj to, the Fundi It''y the
proposer ~Ethiin :six a'months of :sigl11lature of the PPA.

"[he ~issimll intends Ito enga<gle a Pno1ject Coordinator fPC)
under a Personal Services Contract whD will arrive within the first six
llDDnths of project iDliplernmentation. The PC wi U be an experienced
investment professional. A brief outline of vorkscope is at Annex O.
Support staff mel!]bers will Ihe ;hired by the PC within the second six
montlbs. Four externzll. Project e\1ahllations are schedluled to occur in
]99] ... 1l.993 .. 1995 and 1991. Projeclt audits will be conducted in 1992,
Jl931~ and 1! '9~6 and •..iB ill1lclude a n:-evi,ew of the Fund' saudi ts of
SUbprojects.



'71H~ USltJl[)/I>,,'li:b-;It:,;;u~ OHuc'(> of ~~rH~~9Y .,)uwi! fltr\>vurOm1f.>lf1Jt qHl&IEJ
'WiD! hilll€' ow~r.illH respollsihDBHy jlf1j Q]S:UIl) for ",'<)lf1j,t 'g!ht<1 tth>::> ?nYjjec'lt .. Jfl~.&~

lis <ll:"tlhorized Uve U.. S. n>ireclt n~ir-e (tUiSllm», two Q.D.s~ Po£>rsona.] $~I!'V~ce

Contract, and c40 Ui'JcD1lJl,:Hn'9l ]'5> pr\!)llfe$rsion\{1>O l?ore-D<gilrli Sel!'vice N,£\i!tb.')n,CiD
(PSO) positions. The E~E Office is organized into fCdr divisions. Day
Ito day r,~sponsihi JH;; (or i~phH'1ie!l1J1t h~'l1 t,h~' project \"pi H lb•.? ~H;;sj9ne(f'J tto
Ithe Private Sedor POUler SecttUlOitnJ IOilf m:.i.E!:"s P'!)W7er lDiYvisio~~. 'TIlle IUSDiPti (i':~elf

of the POWeor n:'!ii1JLdon ~~<llS OJ.S. eDecltdc ['uti! nntty e:l([w~·"ielf1Jce. ~ral1l!a~emelf1jtt

of Hue proj;;-ct wilD reqijuire- il!l(lhrUulnrg (H~e' QJJ.S. 1?elfsona~ Services (tr'lfldtrac!t:or
Jnd t'.('() (om;. prt)£«>s,'do~1;ad» &)scr~ e":'!P'D<Oiye<f.>:G; to t 1h ... st,a,lflf off th<: !?<rwer
Division for the first rive years When [he level of technical assistance
is at its hiqh~st.

E&E viln contino~ to be assisted in ~II legal, contracting and
prOCaH"errienit a,:Uo1ls by Il3S)d~» :s;I!.,a,U oflflices W1Hh exp~~l'U<;ej;n these
i'!Ir€'{Jis. '7'hJe Ornei:' {)if ?r{';](>clt i!1'.!?'I',JeliQ;HJ'2',enlt. "mdi rtonH:.!) L,':J vd H plfovyde
gener,(!l] siUlpport i.lI01ldl oili:cu'Jice <"H1JtS Mi nn IJ:1w>!l1JUltor UH?i Mp,]ell1enltati(m of the
?rojiect. These .s\t"fr re,;;:olUlfces:" Ito,gi£!·tthel!' wnth compllemenltary ~:mpP<O'1!'1t of
AJrDIl'11asnJingtol' ibaeK:E!tQ)f'!pin')l ,slt.1H, aJ!'(\' cOl1l!sidiered adequate t(} hand]e
USAJrO's i~ple~cnta!tion responsibilities dnder the Project.

2.

i. ~ccncmic Affairs Division

The Econc~ic Affairs lDiivision (EAD) of the Ministry

of Finance is the officia! GO? cO,\ll!rr1JtterpilI.!ftt ins/: HIc~tiorr1J fOlf this project
and '.... iB sign true project AgreeL'E1,el1l!lt" project ArneUl:dme~ntts" request the
fi ['sit: 17ipBernent.atioil1l ]ell:lt:er amll app!fove a]] sub>seq\ll!~.mtt imp]e!11enltat.i\!)lJnj
activities which nodify or !fefine the project concept as specified in the
project agree:rnent. lTn addH.ion to EAiDi"s representat.ive, the GOP shall
,aesignate a S€,nior GOP f!>rojeclt ("(HJ>Jrdlinaltor to aSSdlf€' proper coordli l1l!at ion

of irr::pletrmenltaition arr:r,ong aJ Jl GO? .amG other agencnes.

The PPC "",iJU be the 8aiil1l! implementing agency for GOP

technical re'Jie"'" and approval <0'f stlDbprojects. The EJi rector Genera], PPC,
umder the polici' gu.nidalfDce of the !<.dditionaJl Secretary ~Power) of the W"'P,
'io7iU have overall respo!l1isihilH:.y for project activities in the ~1WP and be
the principal technical counterpart to the USAID project Officer. The
Secretary of iiiater and Power or his d1esignee ""U!l coordinate project
decisions .....ith other participating GOP entities.
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The' Directcnf Geu~pral, U'PPPC, ","'lin it);', !f;:>npon:rdh'J,n~ fOIr

[F~ipU(>rr:r:{'ntill'tioo ilIcU",itieI> in ~.g,\r[)A. wl'or~:i;l";~J ~md("!f' tlhlf! [l,n-Hey (~UiiidM\!ee of

~e!Nhl?r (Po~er), the Director iG>e:ner~1d ""in in,.)')'€, ovtC"r,[i>l!ll t~::>p,')Jlf\!5iiihiiDHy for
project i9Tlp]e;;:,(m\ti~ti()JU1I a!Cti'JiU~!;; h" It(iue U'PPN: "lind v.;'ii n ~);{' al,i\'l<DabDe ")$

required for consultations with USAID slaff.

e,r'~l!e P:;iDJ ",u H ~,~ i(>,,;,It,llhnii,"\hti'(f as ,j; r~e'# 1D'1viisiion of

HOf'C. ," Serr1i:':,r 'P,Y.~'c]:~i;;(> vice If'J(,,·',,,,id{'f.1t '.. H] ti'iHlk)"J!'P tthe PE;!J .and lU.>P,H'l!:

niir"c~ TIy to it'he'" Cl,,,ii !fe",aUlj of mH'C'. 'n,~:' Seni,i)J1j' F;:·:ecut: llV';" Viice Pre~)iider,1t

""in bt" Ute iGOP';.; iH"lthodzNn 'feH)'[(SNbt'ftnv~: 1f(!}1[ Ul~: P8i!}, aUld the PH,Hlt:r

COtlH'!It>~rpi1lrt for 'the 1lJ!SJ"U'1l pnJi]Jec!t n,~nc~·[·. nm!?c and the NB have cvplrE>ed

it r:iJ!l:i:i ,fit ~ody ,'" U J tt'i" C'{1I H nern (m~ dil!y' ii uvp, Ule ff f 0, t Y1f',zH ott the Plf ojec It Ito
"jS:;~ss itihe trf,C'rutr O[ .C':,rr>il1hlJij;;:~uu"'lIr: ~,ih(' ~l:lirFV ,J!,-; :-H1i dlliltOl!1Jl'Ji'l<ons Finan.e-iiat
i m,t ij h,t 5on.

'J'Ju,;" F'l'J(I!r'TJ' ~'i!UirucR ~"titt:1d~1i the P]atmun"J! Commission ",""un
he respoil'J£d'bR(· for pn~lioHlliuli"~ ,,'lifudi SJ'.'ldl kj' !!"r;-vfi~:v';'s (),[ su!np'lrojeclts for UH::
GO!P'.'ii'J'·;c SerJUo!f C~llu.r.:!, ~)::nell"JjY i'~utfv]w '",diU be the GOIP's repifesenltatiive for
planning and poluey matters related to the project. He will be the
plarmiingi'wd po!fi,cy cC";,mil:ell'p£Hit ['Dill' IHll'(; US-AI!IlJ Project Officer.

Diisil:nusefmenlts ff r,Dn", ttlhe lPLmd wi n] b" i1>ppqroved by the

Senior Exec,ntuv€ Vice lP'r·e~c;ideil1ltt:. '1)'[ itlhe' PEn o'n !the !E~commendatfion of his
sitalffiH'ld canst,) tiH'il!l:S and an.elf tre-V/U<p"A(1 by the ~':(}iddi BanL A. 3OJ-diay

ohjection period for n..nSJHD andl ott:lhcer d!oil1lo>rs wd n a],wI be aUowed. T'he
!P:ED 1.;>iU he res[-ifolJ1lsib]e for :P'r>{)lwfi<d\irrtgl the dio>l!1ors with (fual!'t€'rll' -reports
.alJ1ld .ann'l1la~ <luJldii. its oil' the F'ilmdJ ,as ill c;.l'i!1icol]e ,turd the ii ndf vii cUJaJ $lUlOpro,jeccs.

A.CltiiillliJI on ibelh'aill[ <o'f Itlh.e Secretary of the HHP, the

Private Power eeU ,,,iiB ITuonii. tor amOJ il'E"[KH'!t. on the implementatllolf\! of this
project for all acti\'i!t:ies caHiierll Oil"t in the ~~-DP, ~~PN'R, ~,rAPI[)A. and E~,r.

Each concerned GOP entii ity wi]], peepare re'g,u]ar reports on thet r
respective activities and share these with all others. The PPC, PEl[),
'l·JPPC, and E'I~ .... U 1 paJrticipate together in key project review meetin9s.
Shared docmnents -""i!] include irm,ple8€'a1ltaltjon plans, \).forK pl.ams, tender
dDcu~ents, contracts, st~dies, reports and key corrE~spondence between the
GOP, WA.PDA., USA.JD, the WB, the A.DB, other dono~s and cOa1ltractors.



C. PROCURF.:MEW3" Pl.M:

J. Contract Procurement

a. ~esident Advisory Team Contract

A single ltID (,!i rect cont rad: wiiJ J procure senticy> of the
long-term expatriate Resident hdvisory 'T'eam to SUppHt the Project: This
contract will also cover short-term expatriate technical assistance for
institution building activities, implementing the training plan (discussed in
Section IV.D., Training Plan), long term Pakistani contract personnel and
s<Jbproject appraisals. IndefinH"? qll'ahtity contracts «roc::;) :nay he used for
assistance requi red before the Resident Advisory 'Team L; in place. Table l1V-l
presents iUustrative technical assistance- requirem€mts. 'Tab)"" l1V-2 shows tD,e
USAID funded Pakistani professional and support staff reqUirements •

.Although t<:chnicaJ a::;sistance as ill C'1'ilIjjor cOll'ponentt ()f the AID project, its
total cost, some S14 million, represents a very small percentage of the total
anticipated donor inputs to the wider project estimated to reach ahout $550
million. The technical assistance budget represents an upper limit; depending
on need a little, some or all of the T.A. previsions may be used in
implement iog the project. Ho tee ~mii cal assi stance ..,ri n be employed without
the sped fie concurrence of UJe GOP.

The technical assistance contract will he a competitively awarded contract.
It '••liB be incrementany funded dfmriin9 the life of the project. No waivers
ar2 anticipated to be required for this procurement.

The schedule for this procure~ent is as fo]lows:

Action Action occurs on:
No. of Days
between Each action

Plo/T fa]ly - execQ]ited
ana submitted to Office
of eOD~odities & Contracts
(O/ec) *

CRn synopsis pUblished

Solicitation Document
issued

Solicitation Closing
Date (proposals received)

'Technical evaluation r-esults
submitted to O/CC

lriay 1

[t,Cif 1 5 0.5 Days)

Day 60 (45 Days)

Day 105 (45 Days)

Day }35 00 Days)
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Action occurs on:
rio, of nays.
betw~en each action

Request for Best and Fina]
Offers (BFO), if necessary

81-''0 Cl os i og Dat e

Technical evaluation results
of BFO's suh~itted to G/Ce

Award Con't:actl"*

Contractor mobilized

Day 150 ( J5 Days)

Day 180 ( 30 Days)

nay } q'", ( 1") Days)

D'1:' 2! 5 (20 Days)

IT}ay 215 (60 Dals)

* The fully-executed PIO/T will have a contractable statement of work
(SOH) and weli-reasoned e'.7Zd'\l.,;!!:Jion crit.f·ria. Drafts of the sort; and
evaluation criteria '..:in b,~ s1I1bf"'Hted to o/ce for revie'..; prior to
inclusion in the final PJIO/T.

** Prior to the award of the contract a Dreaward audit may be req~jred. In
this instance, it nay be necessary to add 30 days to the procurement
schedule.

Publication in the Cor::nerce Business Daily, and the ~€quest for Proposals will
contain the following language prescribed by ere B~-2] regarding the use of
Gray Amendment entities:

"'AID encourages the participation to the maximum extent
possible of sDall tdsiness concerns, small disadvantaged
business concerns, and women-owned small business concerns in
this act i vi ty as pri£'1.e cont ractors or subcont ractors in
accordance with Part 19 of tite Federal Acquisition
Regulations. In this respect, it is anticipated that ~he

Prime Contractor ~i]l make every reasonable effort to identify
and make maximum practicable use of such concerns. All
selection evaluation criteria being found equal, the
participation of such concerns may become a determining factor
for selection,'"

Effective management of this project irequires that all activities be under the
control of a single prirr~ contractor. While this effort is not considered
apprOi\riate for 8(a) sole sourcing or using set-asides in the selection of a
pI.' irne contractor, the RFP wi n requin~ that the prime contractor sub!Illit a "small
business and small disadvantaged business subcontracting plan" to satisfy the
requirements of Public Law 95-507. Such plan should indicate the percentage goals
of the contract to he awarded small anddisadvantageo business ~oncerns.

b. Policy Analysis and Special Study Contracting

Policy analysis and special studies under Component 3 will be conducted under
host country contracting procedures or through AID contracting instructions.
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f:xpalriate expertise, if rpquiH·d, could be procured Hsinq the Pt>sidN'it
l\dvisory Team contract ()no AID!H 10t::s, w!,."n local (':Kpc-rtis.r, L; available it
may he ohtained through the ~Hs:"ion's rrQc,,,.

c. Contracting [or u.s. Subproject Sponsorship

At least ten concessional loan agreements will he signed
between NOPC/PED and US and/or Pakistani sponsors 01 private power
subprojects. These agreements will cover a portion of the development costs
associated with feasib) 1 i ty'Hid ::mhproject propo;:,al preparat ion. Only U.S.
and Pakistani ffrrs with a saDhproject eq~lity parUcipation and p0s;:,essing an
IDI would be eligible to enter into these agreements.

'J'h~ lHssnor, ~)rojieclt Coordlnat,n w! n ne a Personal
Servicps Contract (P~C) positior and wiD) hn assigned in the Office of Energy
and Fnvlnmr:!2';'t. Thi,:; positior, ~",fH ii")'.;',,," a dHration of ~9 nonths and will be
fHled through nor",.;d ldD corp",UUve' procurement procedures for PSC
contracts. Since the incurhent winD be hired throuqh competition, no waivers
are expecte(3 to he 50"Hj(nLTfr1)E' sch,.jlil~le for the acquisition of Project
Coordinator's services is ~:; follows:

Action

PIO!? fully - ~xecuted

and sllornitt'C:o to Orfiie€'
of eorrrodides I. Contr?:cts
(O/eC) *'

caD synopsis published

Announcerent C!osin~

Date (applications rec€'iv€'c)

Evaluation results
sUDnitted to G/ce

" .....ard Contract

P5C on board

rictnoo occurs on:
No. of Days
between each action

05 Days)

(45 Days)

{30! Days)

()O Days}

«30 Days)

* The fu! li-execllted ?IO/T '.'i U ha'-'e a contractable statement of work
(SO''t,n and ...eU-f""dsoned evah~at:ion criteria. Drafts of the sm,~ and
evaluation cd'- -ia will be silJlbp,Hted to OleiC' for review pdor to
inclusion in ta t-2 final PiO.,/rr1T'.
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ILLUSTRATIVE TECHNICAL ASSISTANCE PLAN

AQenc:L Advisor/Consultant Person I·!onths

A. Long-term Expatriate Technica! Assistance - Institution Building

USAID
PED

PPC

HPPC**

Resident Advisor 'Chief of Party)
Resident Advisor Chanting)
Resident Advisor ftechnical)
Resident Advisor
Resident Advisor (EnvironmentalistJ*
Resident Advisor

Long-term T:\ Total

48
24
48
48
48
48

264

B. Short-terr-, Expatriate Technical A~c;istanee - Inst!!"'ttion Rut Icing

PED

PPC

iiPPC

financial Analyst
Contract Advisor

computer System Advisoe
Policy Planning Consultant
Power System Economist
Power Systems Engineer
PP1, Const! lcant

Power System Planner
Utility Finance Specialist
Power Systems Engineer
Contracts Mgt Consultant
Power Systems Consultant
Financial Consultants

Short-term Total

, -rL

6

9
20
14
10

6
12

6
1 31

C. Short-term Expatriate Technical Services - Subproject App:aisal

PPClr,'JPPC

PED

C!oK/EHj\,'iPPC

Svstem Planning Engr
Power Generation EDgr
Power Systen Financial Analyst
Pinancial Specialist
Proj Appraisal Specialist (Cen)
Proj Appraisal Specialist (Tech)
~ining Specialists

Aprraisal Total

20
28
28
12
12
12
60

162

* Initially the environmental expert \~il! come as a short term advisor. The
budget a]]o'... s for con'.'ersion to a h!ll time position, if the need is found to
exist.

** The i'iPPC resident advisor position Ihas been budgeted for and will be contracted

if GOP so requests. A resident advisor will likely not be provided for WPPC as:
part of the initial technical assisltance team, but may be included in the TA

effort at a later date.
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'rAni.!F: 1\'-2
USAID-FUNDED PAKISTANI PROPESSIONAL & SUPPORT STAPP

AQencv...- . Position
Pen;on
~!onths

7()'T'AL- :--------------

:n
21
21
21
21
30
45
n

HW
405

IDirector General
IUtility Operation & P]ann. Syecialist ,
~Financjal Specialist
IEcono~ic Analyst
IProcurerent Specialist
'Legal Spe,ciaiist iPan-tirel
?inancial Analyst

lJr. Power Enaineer
_______________ ~Suppor t Staff (') per:;ons)

!

IPrivate POw2r Cell (PPC)
I



'If'he cOil""lJJ:!odit ie-~> r€ :lroje1r::lt eU<'J' ~Iho...trIl tileloW'.. eUo:n;t!:
count ('/ procun'!'menlt wi! 1 i"l:: £';!';Ji)xlitmh:;f ~ pm:e'ntt Ito lhe- \lllJ>C'0l by COP
liger.cies. 'The Resid<:"nt Advisory ']"eavnl .... : 'u»hconlt rate-It. WiUttltumbB"pllierrs ~lIflt(J

vendoll"s for COimbj,odities ((!'(Junre-rll ~mdeU' the llH:lbreHa '11'.1\ C(Hl!ttr~ctt. llHreclt. U<$'~Hll

cOllltra.-.:ts in accordance with l'1'eder.td Jlc<qulisitiorJI Re·.giUiVat]Ol!\is «FA.R) ailllOl AU)AIR'
will he US<!'o for cOi)1rr1todi ties r(."iC!lUIired hy persom1l1 services conltrac·ttoll's for
project support. !ill !HOclUI["€,W!e-nlt ~yY ~;unhhorrl()W'ers ""'diH !he hlJ .tl'cC'ord!anruce wiltlh!
good cot,'ll1i;:>rcial pr<.lctice, as r..... lf G9all1idhoo~~ u.n. Chapbe-r E9'.

TO/tAL

(OS '1'

~icr--o-CO~jt-»1Jjtef , ~;j tf~l~ ('~'1t;.

har.,f] di_;5+~, r-1nott~~r, /Mlr~((B !!Jrii~l!lte'~::;;.

Software packag~s .Financlal!
Energy Analyfrii s:!1~f'jtqtun HylJ

Office Furniture and fquip~ent E~ts

Office rental, ,Dr ii U 'ti e.s;~nd
~aintenance Equip~ent

25

~D 71 , ![f:ll)O,

:;i n~ 2!2'5~(i)OO

8'9'2'tn!J~

$ 2' 6 1.n '7 , IIl{HlJ

U.s.

The project wi)) also finance office ~ental and basic office supplies.

sUbproject SpOa1l!Wnfs. ilae the "st~lb-hc)n'o;wers" as defined
in MD's leI procedures. The fundi "",iU $cn?'elP.i suhpH~jec!ts accordin.g: !to
criteria given in HLC.2. As is ItlraditionaJ with H~[ projects, J!O:lll1i
requests "..,i 11 he indi 'Ji.ahml lit eX<lnnj ned and apPlfolled ,u rejected I!Hil a
fi rst cone, fi rst served basi s. 7~"Li: approach is. hei n:l1 used today hi" Ithe
GO? to evaluate ann select P$ proposals.

The Pund i"C,tiy periodicalDy pubHsfru Pro,gralrl! Op[.'o!fltllmit~' Nott.iice5 «JP"'inls) illD

appropriate internationa] and domestic jo~rna]s ~o e~lcoulfage widespread
participation. When StUlctn data are avaiJIable for spec~ific opportUll'lIities,
the PO!Ds owl) 1 inc!udle loc-at ion, 51. ze,flUle], and olthe n:' !(eq~i reil'l.~nt:s, the

total Kws to be produced, the len9th c~ the projeeit, and the selection

criteria AID ooy hatle parallel allotices specifying pell'lUnent AID
re:g~dat:ions published in Ul.S. journals to t't!!axilildze a\lraJreoess of Ute
progra~ a~n9 prospective u.s. investors.



b. Suberoject Procurements

To encourage the suhmission of proposals and foster the
most innovative and appropriate invest~ent proposals, the Project will
i"pose no restrictions on proposers other than requiring conformity to
AIO s'Oureeloriginlrh1tional ity ruies. i7hese rules wO\l:~d be apr] ied onl~l

to those stlhprojects 'ioi'hich <'ire firuanced from AID fIlH'1:dls. To assure U,at
al] p'Otendti£ll proposers are a'o;'are of ,lppl icable AU) rules, the AID
p~ubHshed Proqrar. Oppon~mi!ty Hotices {p{ms} "d n (;''Jlllltaio''tH of the
requi reJ"!ents ",hieh INist be oh.:rerverl hy pr,)p(,s."-rs.

8ecause the Project involves the creation and institl~tionalizationof an
interr:el1!ate credit instihHion OCOanrl the Uth10clng "J·f activHi~.s

frop! f'[mos ~iiH~e i~vai lah);:> hy AE!flI to Itrr,,,ir, insltih.ttion, ~_~e requi(.~rents

made applicable to proposers wou!~ he those established un AID H3 18,
Chapt.er 19, "'1nter::TedLllte Credit EiflJSItH L.!tions". The pmi' wi n Ihe the
vehicle by which hiD assurec that lhe "'quud cu~mercial practice'" and
"'nost advantageou~ co~petitive off~r" standards of Chapter 19 are
obser'Jed.

'rete AnD-finillr.ce~ iteclhdflilca] services contractor
n~sponsible [{}f expen: professi<f.lir,liil!H il!d!lice tn the fU:lJd wUJ include .ilrrlong
its responsibilities the require~ent to advise the Pund 00 all aspects of
each proposed in\Jcsit0',enit, il1lc]m'llrinq. price reasonableL'1less. This function
wiU bean added safegiHHrli, pru.')!f tt,:} Un,.] appro'"al of a proposal and the
execution of a loan agreenent, t~at price reasonableness has been
achie'Jed.

Training is a vital part of the project. 7he project wi]] fund
overseas t~aining for 50 pe~so~s during the ten year LOP. In the first
12-19 r':<mti\>:s. appr-o;.: ir:,attely I ~ persoU"~s <.. i n) ihA t rainiE-a Ito fOIrD the
nucleus of tr;e project' s i::-,ph?8;€ntat iion staff. Dependinq on
if'lplerr:entat ion progress, the tra ii L'1li I!1lql requii rem.entts of the project wi H
have to he .eassessed ,ar~d fmrther short-term ttrainin{.Jl nay be require;,j in
si~ilar fields. In later years an additional 1] professional staff
mer:''hers may ha~,'e !to be recrui tP.d ,iH1d smhsequenlt ly It r2Ji ned. The tota]
n~mber of people to be trained in the first five years is therefore aboot
25. ~i!or!7laR staff !tU1(filD':er and ad ...·,iUllCer"'enit of personnel win] requi re at
least an equal ar"':ount of training dllUlrinq: the last fi',re years. An
illustrative Training, ?Lm is presen!t€c in Table r:-'1. This '..... ill he
refined as experience is gained and initial training is evaluated during
the 1991 evaluation. The preparation of a detailed Training Plan will he
Itt.e resprmsibi 1it,! of tih€' Resident Ad,,'iso[;{ Tear:.

~;o long-ter11"i acaderiiic training; is a"ticipated. AU Lraining requirements
#iii 11 ~');e <rrei!: by short-ten;,,, «2-6 E::onttd corU1rses for senior and niddle level
rr'1'anage 1(5.



TABLE IV-4
..l.!:I,USTRATIVE TRA INING PI.AN FOR YEARS 1 & 2

---~-~--------------------------~------_._----------------------------------------------------

project Institution!
Type of Trnining

Length of
Training
(months)

Place of
Training

No. of
parti
Clpants

Proposed
Schedule

_._'..... ' . ._ - - - _"0 __ ... ...... ..,. __ .... _,__ ,"'"' __ . .. __'_. . . .••. _,,, ... ' .__

I. Out-of-Country

1\. ~t(;' Pow.er C(~ll

1. Power Generation Appraisal,
Utility Financing, etc.

2. Public Utility Commission
Ope rtl t i on Ii]

3. Utility Procurement, contracting
and Data Management Systems.

4. Utility Economics, Planning,
Engineering Management, etc.

B. WAPDA Private Sector Cell

2-6

2-3

2-3

2-3

u.s. Utilities/
University

u.s. IJtilitiesl
;Jniversity

u.s. lJt:1iti("~:!

Un i VtH~;; it Y

u.s. UtUU:i~:J!

Univet"f::ity

:3

2

1

:2

1990-91

1990-91

1990-91

1990-SU ,
.:..
\J'\,

1. Power Generation Technology,
utility Financing, etc.

2. Administration and Management
of Private Power Contracts.

3. Utility Planning and Economics

4. Utility contracting!PPA prep.,
rublic Uti Ii ty commission
Operatior.q, etc.

c. Energy Wing

2-4 u.s. UtU iti~s/ 2 1990·,91
UniversHy

2-4 u.s. Utilities! 1 1990-91
University

2-4 U.s. Utiliti·;s! 1 1990-91
University

2-4 u.s. Utilities/ 1 1990-91
University

1. Financial Analysis & Project
cost inc;, etc.

2-4 u.s. Utilitie~1

university
2 1990-91



------------------------------------------_ .._---- ---------------------------------------------
Project Institution/
Type of Training

Length of
Training
(months)

Place of
Training

No. of
Parti
cipants

Proposed
Schedule

--------------~~------------------------------~------~----------------~--------,---------------

2. Utility Economics, Planning and
Energy Management, etc.

D. N.D.I".C./PED

1. Institutional Finance Services,
Development Banking,
Loan Syndication, etc.

2. Power Project Appraisal,
Evaluation, and Cootjng, etc.

3. Credit Risk Analysis.

4. Equity finance, Bond Issuance,
Capital Market Development, etc.

E. Coal Mtninq Cell

2-4

2-4

2-4

2-4

2-4

0.5. Utilities/
tJniv(>rsity

U.S. Finctnctal
Inf~titution clod
W~rchant BtH,k

U.S. FI.nancird
hU~ti nH: i () f) ,Hi d
Met'chrllH BiHik

U.s. Fith1nci.:d
In[:ti.t:utloo ('Hid
Me rCf1("l nt'; tHH'k

U.S. Financial
Institution and
Merchant Rank

1

:3

2

2

2

1990-91

1990-91

1990-91

1990-9'1

1990-91

I-""I

1. Technical, Financial & Economic
Appraisal of Coal Mining Projects

2. Coal Reserve Assessment &
Estimation

3. Study Tours for Mine
Owners

2- 4

2-4

'-4..,

U.S. Coal Mines & 2
and Mining
Uni vel" sit ie:-=;

U.S. Coal Mines 2
gnd Mining
Universities

U.S. Coal Mines 2
gnd Mining
Universi ties

1990=91

1990-91

1990-91



-=~----~-~~~-------~-~~=-=-~-----------------~-~~-----~--~-------~-~-----~---------~----------

Project Inc~Ltution/

Type of Training

II. In-country - Year~ 1-5
ICI~L Private Sector SUb-Project
SEons~rG, GOP & Other Private Sector
F.nerqy Organizations

Length of
Training
(months)

Place of
Training

No. of
Parti
cipants

Proposed
Schedule

Seminara, Workshops & Training
Pr09r~rng on ~valuation of
Power Generation Projects and
other important Inatitutional,
TechniCal, Financial, L@gal or
Contracting iIGuol/toplcg.

1- 2 e.:u::h
Nee~;

Kat8Clli/Lahorel 400
ts l.£'lm,'l!",ad

1990-91

I
~

~

I



four Ct'lltegori<C's of trah'li:lJ Dtni ~tu~~ tu~.s. ,;md ~n-c(}".:etlrv MitnE Ih·'" ~),tto1)~iidied, d!~~

de-sclf i hed he J0/,,11:

7'opics winl iocDuv,cr.,. ~-;:p ..!'(~:ific tvUDiitV p>'U"IHn'l'1inrv'']l, fiUli,ftlOCl!!', ,ftlUli~ti

!f('9~D]<ltjon issaH~s~ '"."rainell's "d] D h~ p)[~r.i)red: fOlf plQ;1 U"~y de-"Je]optil~C1Jlt .;)JD1ilf~

planning anfi to perron"1 ~ :cliunuc3In '~U'li,i fill11l<l'ncnall el',Jan~xa'tiiolfll3 of pJriivate secttolr

sUbprojects. A nu~~er or U.s. univ~rsities. such as "a~Yard~ the Universj ,
offDoriida, Michig"lIn $t<~te-, o!'Jio S;t1)i!:e "'lind the U'U'liiVelrsH}' of 1iCnscomj,iin, I!MYiIl'

offer specialized! CNUSC1J, iru r('{~~vn.<llitlillw,:u Mtrll d'N<?(lIUdatlln"J! uttnnHtl~}3,

i nt roduen ng j nd€'pendlN1iUy (Jiwll1ied !P'{v:.>er :t:It:1dt. j O"1!S, l'll~ U H:y accolU\,U tn;g., tnt iiB Hy
econorrics and financiaR engineering i:S~bes.

h,dii'Jii,r~i!iltd,::; ""iRn lhe !pH;,vudpdi (H1;-Ur",-joti)j training «OJT'pun (LS.

pll" i 'J<-ute <llndl p\lah nii c ;;~ciLl)r ii U1ldlumlt If ii ",'£;: a n".:!1 "11\!; i ntit ues lh2~"d n,g exit ens ii ve- exper nence'
...,Hh nil1J:dlep'eni~ent po,...,.! gCIl1J(1'r:c1li!:u<QJd\I UlflJ tfr;e u.n.S:~ !!':<ampUes lrrtch!:,l!e Cenltra] ~ra,j;ne

Power C011'!p'ilIny, 8cJsit{JJg'\J ~J:,rili:il;oru, S\D)~llttihiel!"l11l (~lInHOIf!'lJEa IEdiisoU', COr1paI11lY, P'2ii<l::iinc G'as

ilill1JdI fo~nec!tric C'Ol"ijJillmY andl ~~(,iLll~1;ittrj)n ]P;iQ;\},Q<e'! c1ill'lid IT"ng,fruL N2ij!(}rtl!1:d(~p€"nd!Nltt

dcven op>€' If::; incB<Hlie :r~ect'''t:,,''ll, ''Ii''ennlllI,S:" O;..:i!l\Q,',.,Q iH1;rl1 ,.'sS.(JCL~iItNf Energy Servt,:::es.

'irrr1o i 'J idlilna Bs ''.IIi] 3 d~ n,<;:<01 be Pi niJ,ce-rll ';,~ ti it H'H t:JI. S. [Htlt] i tC' E>ntii It ii esi "wo nved ii n P'tll!h] ii c
:Uti nity Hte,!]iLD]a!t()Jry Pion ticy ltd ~!P'l\lJ!P'HJJR)) iilJn,rV und'ependi,~ntt: pmletr prodiucUol!l1
implementation such as state Public Utility Com~issions 'PUC·5) and !ttn;e
FN~(~lI",an ERerogy Pt?Cjllnlattoxy Co',' ,;;:;;:UtDitni H"ffJ:[lfcli ~ s:iil11lce n:t!JQ]Ia~co'1fyiinslt iitlll!tfions
are fH)Jit normaHy trrauil1Ii!l1l9J oir'9l<iliniiz"di<1}J!l1:S:, sp,,"cuatn <lin,:mg,em~n:t:s '...diU have to be
imace 'ClJ!l1l a case -,by -C,Llise !b,i1I:.IJ: Ls:. .'SlUltC'll1i ar!l' an1:<gt.~[T1,_ ill t :Ti; anr €' Po.ss ii Il1D e; the ETnergy annl
Environmental Policy Center at Harvard Ul11Iiiversity places 3bout 40 students a
year in various public agencies .<lind private co.rpo.ratio.ns including PU~'s and
PERC.

'T'he pr,ag::-iuD ')Ai n prtCp'.1hJle ihJanas-'OJIl1I, p'/f,ilICt ii cal exp'er iielfbce wi tth l11Iew pO"':7cl[

tecl1ll11ologies; and it.!'re corr-;,p] e;.: f iil11l.<lllf1ltC, i,[lt], eeo,nom:nc and regUilal!:(!);[y iissul['cs
associ<lted "",iit:h imllepelPJdenlt pO'...Qe')[ pl!fta,rltuceil's.

3. Inte£nships with u.s. Merchant Banks and Financial Institutions

'This progJrarr:TI1 wiH focus 01111 practical, hands-on training of
individuals from the 1PlE'ii) i.n topii,es sllDclhi as m.odern It:eclhil!lliqpllles of )raising
capital through bond Dr stod: offerings, subproject apPlraiisals al!lld
evaluations, asset based financing, loan syndication and credit rist
analysis. Special arrangeBents vil] be made with u.s. financial ;nstitutions
,10.0 l!'!'Jercnant banks ]like u..ehmman 3!rothers, Bankers '?t'lllist, citilhal!'li!l:, Bank of
.~.l!'!'ierica, Paine l'Jebher and J1'~erriU! lL.yndn who have d·em:ol!'listrated the capahil ity
of training their own staff in these functions.

USAID will finance a number of shoJrt-te=m: consllliltants early in



tau~ Pf-ojjeoct: to ;(~i"\'J(!-)Op t;,erll~niH0# \"i"Jlrlk:r,U\(;',PF' i\lflJfr ~n\<U~unit pr(VU',M1iJ'3 !'!)C'llHdin,; (llf!1)

Ull(" c<O'Ii'lph~xith~s of pty;,qett' '~(,a1l(>lu)~iio'1'; ,~'U~)F"'H}}~·cb". 'l'HlIf'.i;P ttraElf1iUInJ{F ~)l!!'l!)'[,r.llffi'.rr

'w i n ill<dlrlr (!oss: subprojj(,ciU~' f H1')"1 hut~tt UUn~, iic,R~d, U''''~'if1j i C"Ji D# F1>lfO 'l'.',Clt r',ij;Crr."i\;"~ i Lfl!~r,

U~<.Ft) ,iulld cClfilitractilflH] rft"rspf'cliVleo,;. :".;~\!'ltj-r·LF'tn!!t3 in ltlh,<,~1f' Itr,'1iinuIi11'9l

opporitQm5'l:'ies '",in he pt~r.s:(wm(>n iiub,Ndw~(r 'io;'ii~h pnr!v.JItt,e :r;.'ch'lilf jiOilll\t V(;iT',lt.Uli:r';·',i~#

evclt!!Doy(>("s of (;(),1p C{)iuuu1llt<f:rpart uifJsltHvutt,n'l}m;s '''';IH~·U;Jlg 'M',,':lh' 9'lfii\'.7~lt<f" Ifh!J'W't?lr a,ndi
in!l:e if ~$:tit~{i1 r l?P r ~'be'11llt ?11t i \7~?'5 ;(»[ rJ!f i <;..'Ie.1t e :!i'<pcit.} lr ,)1'!l13' au; ;t'l Ii' ion>:.

E. Pin~ncian Plan

'Tlbf'j l0t·!1l]. !-e·:t;:1t ~r~!i·li~.;tl\(~ "~~·I1!J~;ij. iJ)Jf tt !h~' P'~l;7)J]i!]lLtt. ([}\It:: lthl0- te::-[!1 ~"~\~l!i!t ].flt:

us: 'S;U .GJDi\ blin nij'Oif1. Tr:("y,,u[» C\()I!11!tt l[UI:'''Ulltr UI!JJ[f'IJ ""r. n be $Pt[1i mti t tiJl'Hl Llflj IRS;~' q!lf<1<tr1J1t

fm'1dlf5. 'Tilw ~oc",ll ~'II!:r:r'tcI!'H~'Y <C:'f);I!DiT'"~'2'Il"~),ili1ftt C{)};l1)!ttr ti~)'ll'tt U(}lflj tis~ '''''!f}:rnroxLtn<1t~Edy $411J!lf]i

iiTlunntic('J:r~ 'l,i/hti.c:*'1 u!f1JcD:;ul0S '0-I~II~tity lt0,i'J'tUUI("U'P"p,\+;U'O,i!1I. Un'1'm~ by lP\lilh]b,' S.:,z'";t:(H DlFls .;mdi

()lr,~r,{ttti<l'j:r'i'.In eXpi"n1j«~!j~,i1I!'f""',·F. i('j~1hnr (it(l"l11i,!)J:r!'~ m:\'l (!'[l'!fIJ'tll"nhlitt,tt. ur' Ito. $"Dli) r"Uli litfJFt.
Finany, l!u"'J,rH(~" tj'j(c rt,,'(f0'iF .»If lUi".., 1;"III"nl/]1" ~:lhe If''IfU'i.r.!ltr.{' ~;,"ctt,iC),if W't U Cl')illlltl:"iilhtl:~:e ill:?, tID'

;d\iORut '$ n .] Ti, n ~ n n,(lin.

On !tlH" fi{\IUU,(')J"wD'l1lq p,'1J'l1<f..3, 'T~!!t'in~> rr'J-3: !f'lf.'"r""ault::;, the o;i;l'ffiI:1'.'IIf\/ of t~,(· It.f}t,l] pHyjieclt

cost ty ,c,OrrtpOfu:("r,t ,'J'.,lIU-" n'c-' H7_"~ W1)ft"'.,,,~~'rnJlt ~~', It h": SQWt'l,H'it ()or t c:dta l! I;H ojE":>ct Ct1}slt hy
expense cate:ory* a~~ '~~9~ne llV-~ Pf~S~~~~: ~ ~~rojecttiol~ o'f expendttuvres hy
fii $ C'i:; n )"'.'!' ell f •

a. Technical ~sstistance

'TtliE' n"'~~.1€'L1 of it<e'Clh"'lliiu;id z~scii5Ll:Ii1J(le have bee-n e-stiimalteo by
kiE'Y personnel within th~ cou!11!te!part agencies and ~he projeclt design team.
Costs for expatriate consultants «shorl and llonry-lterm) are based on recent

Mission experience.

"tat"l<e 111,,7-3 SihiOAl'S t1hee ilJ;ll"eililkd)o~Jn of eomlT'()Jldity costs, totaling
$I.l GTd nnnon. 'The c·osts of COFT,p'ulter eqil.lliilP01ent aLee lb;;)lsed on recent ~Hssion

ey.perience 'wi':[] si"d Dar equip[:1enlt 1lllIl1"d1e'! ft]os!t country contracts by WAPlIli1\ fo!
UJe R:Llral "Uectlrific,a!tiion !Project «J,~n-"JI~i7J). SE:R/CON!TIRJI'! lfe-view olf the

CO[l':pulter reqlUliirf>:rnenits '",iin !he r:e"£lUlesltt€'ri! UJ-e{o!e iil!1JH:ialtiill1:!;'1 JP!HH~ulfemeV1it!: actions
!EOlL p>foCUn?JneJ1J!ts O\1er :S:HJJiOJ,iOlt01l1Ji.
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c. Training

u.s. training costs are based on Mission experience with the
Rural Electrification Project .:md the Development StJlpport Training (Jroqram
involving similar short-term traJoing. In-co~ntry seminar costs are based OD

recent conferences sponsored by USAID.

d. Other CQsts

Other costs include project management support to the
Mission, SUbproject appraisal costs, etc. The host country cost estimates
include salaries and salary related costs s:aDch as overheads, fdnge benefits,
and fees. A salary level has been included to cover the cost of hiring
specialized, international-caliber PaUstani staff for critical positions.

e. Inflation

Inflation is includled in the est imates for a1 ~ AID funded
project elements except the IUD ~ontt ri hli.Jti on to the Fund and support for u.s.
SUbproject sponsors. lInflation iis ,als:sll.llmed to be 10 peJrcent per annum for
local costs and 5 percent for foreiqn costs.

f. contingency

A contingency of approximately 10 percent is included on all
AlID project elerneo"'i, except th~? Jt.1D lconltrihli.Jtiion to the Pll,md and support for
u.s. subproject 'sors.

3. Disbursement Hechanisrns

a. Hodes of Pinancing and Payment Verification

Table IV-1 presents the method of implementation and
financing for each project ele!71!Jent. [n accordance wi til> AID's Project
Verification Policy Implementation Guidance, no departure from the three
preferred modes of payment is anticipated. Details of the options available
for disbursement to the leI are described Ihelo' ••

b. Disbursement to the ICI

AID's contribution to the Energy Development Fund will be
$125 million. Upon execution Gf the project agreement and satisfaction of
conditions precedent, the first tranche of AID funds will be available for use
by the Fund. On approval by the Fund of a proposal, the World Bank will
allocate credit requirements armong donors according to eligibility of
suppliers. USAID will issue letters of commitment for eligible suppliers.

The PED will recommend the use of loan funds for SUbproject activities, based
on NDFe's current procedures. As lead donor, the WB will approve use of the
rund's resources, notify affected donors, and allow 30 days for donor
disapproval of a SUbproject loan. The PED will regu,est replenishment of USAID
funds as successive tranches are drawn down.. USAID financial control will be
maintained both when disbursing the tranches and at the annual PED audits.
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'TAm.v. 1\1-7
MODES Of !MPI.RXENTA'T'H>N Mm FWiMicnw

PROJECT COMPONENTS AUD
METHOD OF n~?I.EMENTATION

Component 1:
Technical Assistance
Training
Commodities
HC Reimbursement
Other Costs

component 2:
Funding for the
Intermediate Cr~dit Institution

Component 3:
Other Costs:
Policy and Special Studies
Subproject Sponsorship
Mission Management Support
Evaluation and Audits
Contingency/Inflation

Grand Total:

4. AID Contribution

HETfiOD Of
PWANCWG

AID Direct payment
AID Direct Payment
AnD Direct Payment
PH, and tC? Reinh.
AID Oirect payment

AID Direct Pay~ent

( [.ICons)

PH. and Reimh.
AID L/Comis
AID Direct Payment
AID Direct Payment
AID Direct Payment

AMOUNT
($HiIJion)

14.1
.9

2.1
1.4
2. I

125.0

4.5
10.0
LB
0.6
7.5

170.0

The AID contribution of $110 million will he provided from ESf
grant funds, which will finance bot~ foreign exchang,~ (about $120 r.:iJ lion) and
local currency costs (about $50 rnillioo) limd'er the project. The following
analyses reflect the AID contrib~tions (including inflation and contingency)
by component:

SOUlrce:ESP Grant
(000 $)

Foreign Local
Exchange Currency Total

COMPONENT .$ Equiv • .$ $ Percentage

1- Institutional Building 13,013 7,549 20,562 12.10
2. Fund 81,500 31,500 125,000 73.53
3. Project support 14,795 2,162 16,957 9.91
4. contingency & Inflation 3,606 3,875 7,481 4.40

Total: 118,91.4 51,086 170,000 100.00



AID wi]] provide up to 5J4.110 Million to finance ~xratriate t~chnicaE

as:-dstance required hy the PPC. HPPC,. !'!;r). ,M,d n·; fi[H !the f~rs~t_ ~:ix ¥('iHS of
th"" Project. This /dO projtf>ct '-'<'i n ii],:0 fin'-Inc~ tr,~i~1;in'1 t()(ta!fin9 :5,!J'.8065
million • .1. participant trainan9 ~~nwel ..aiv.--~r W'lbicr, exerp!ts Ui"" GOP (nH"1;

cO'Jering these costs, hat~ he-f'n :;;i-:med by the USt'dD/:PaIHsItMli iHlis;sion llliirecitor
and is included ,1IS Annc< F. COi"'J',odHif'!:; gs,rch as offnce eqU!ip;11entt, C()!I'tp'lJ!it,,>rs
and vehici..,.s) in thf> a'':{;tH of S,2.H7 r:dlHon ... in Ibe ifill',anc€>d. Up' Ito S4.5L2'
million have heen eannrked for Spcciial Sttt«He<,. \lIP to :SH: nJ1!!jjon ha~/e heen
provided to help reduce project develop~ent risks to ~.S./Pakistani firms by
providinq par~i{ll loan f:;apport for the pH·r'-'<l3ibUH'/ <H1d feasihHHy stn»dLies:
needed 'to suppur t prOpOG,l n de')€'] 0P"-"l"tlit. Up to $.] 25,. r' F' i 1 n! On: tN'i]] ~H? pro,... d<P'''~

to the f1.H"d nn HDf'C. f:v;~lliat ior, ilind ciillCliL:;- W"i ;! Cf)i:Git :;'~}.672 r"i DB i'1>n and
inflation ant! c0~t_ingellcy are esrir1at.ed at S1~~eO M··k12ion.

'The' l~~~p~.s t~OIt,iiR ")!!1dtr1bii1:ttjifylft fr(}hl. thil)' f'.nnl'L1!l D:et.."ettO,p:r1:erut Huoqelt

over the pe'riod 198B'-!99B: is esttir;,,?,It~"ifH to ~)(> :3-L~.6 I1'H H"Jr1. Thils ammmit w'U]
inchH'!e salaries and othc>r costs !for COP staff .. [i>r;Ir,er:-' o[ the Ul",slt..iitul!tions
i mpl er,ent i fig the project. ~<;()J~>tt of it~I('S(> cost:3 COU D11 be cO'l~:red by Boan
analysis fees and/or- a sma)) spreiH:H O;]i the ralte of iintterest pairl! by
subborrowers from the fund. Alternatively, these costs could be included as
part of the Annual Development Oudqet in future years. Local clJ![rpncy
totaling approxi~a ely 5400 milDion wil) be required to finance power pJ<l;]it
cOilstruction costs. ~']ork dof,j€, hy cOlflsuH:ants ntH inq preparal!: ion of the
project paper suqgests that these fUr-liN.' loans ""'ii U be m~de primu ily by the
local nationaHz"?o banh; and detJeTIopr;:el!lit financial iinstitutions ,...h.i;ch, are
owned by the Govern;",;enlt.

6. Other Donor Cont If ib;l1ilt ion

The World Bank has taken respcnsibility for lining up other
donor cont r ibut ions to the Fund. The Ban~ '... i R] provJi de $150 mi I] ion and USAID
understands the Pund is scheduled to receive contributions from Japan ($150
,,,HUon), ODA (SSO ?lillian), Italy «S50 rrdllion), and Canada (S)O rdHion).
These Blust rat i ve levels of cont ~ ihut ions COlUllo change as each donor
finalizes its agreement with the GOP.

7. Private Sector Co~nterparts Funds

The ICI will use the FULd to finance up to 30 nercent of each
SUbproject's capital cost from conor contributions. Consequently it is
expected that the total of $550 nilL'n that win be raised initially in the
Pund would leverage approximately $J.409 bil]~on of private and public sector
counterpart funds in local and fore~gn currencies.

8. Recurrent Costs

The GOP recurrent costs include operational staff and equipment
maintenance. These GOP costs are expected to be covered by slJ!bproject loan



appr;,is;lI) foe's to be collocted by th<o.- [Cn upon IO<ln J~ppnca!tion. An

additional source of revenues for these costs will he the interest spread
(approximately S6.25 nillionl assigned to the leI under the general on-lending
terms discussed in 111.C.2. Alternatively, the GOP could fund project related
recurrent costs froff] the AnnUi\l Develoi{'ll;cent nudget. Pec~H'rent costs will he
qlRite low during year 1-5 and should not exceed S500,OOO/year during year 6-10.

9. ~DPC Financial Analysis

In accorrlance with A1D "andbc~~ 3, Appendix 3D, 6.0 on
inter~ediate cre~it instit~ltions, d financial analysis of NDPC's existing
operations (see Appendix J) was carried out to assess the NDPe's capability to
act as the inte[~ediate cre.Jit institution for the private sector power
project. The <ina 1ys L; ;::-.h'y"gs that ~m~C' i 5,'l! f i n?loci all] y viable insti tation.

~mfC receives incornt~ fro7i it rmiP1ner of smDfces ifllcludjing loan aetEviti~t';,

investrnents in governrer,t !H:!'CQlritii,."s, nmderwritinq, commissions, and fees.
Its earnings spread (the difference hetween total activity and total financial
expenses) has averaged 4.6 percent ~uring the last six years. Its interest
rate spread has heen lower (hH" inq the sam:e p~riod, b~rt has been adeqtl~te,

averaging 2.4 percent. NOFe's debt/equity ratio during the period 198J
throug11J 1986 ranged iroI"! iIln exltrer:"~n,! ]0;'; 3.& in 19BIl to 5.0 in 1983. Recent
ADD esti~ates for NDFe's debt/equity ratio show slight increase for the next
four years culminating in ill projected ratio of 4.9 in 1991, well within normal
ranges for ICIs.

Foreign exchange risk on aU m}FC tlrarnsacUons is aHayed by forward
purchasing foreign exc11Janqc cov-er fros1I the State BanL The cost of this
insurance varies for each of the world's rajor currencies. The current rate
for U.S. Dollars is 3.25 percent. GOP fees for locking in foreign exchange
coverage are re-examined periodicanly. When the fee is changed, people
Wishing to maintain their foreign exchange insurance must bear the new rate.

F. Evaluation Plan

1. FY 1991 Eva!uation

The FY 1991 evaluation will examine the validity
assumptions and rnake recop~endations for project continuation.
will be exa~ined:

of project
The follOWing

a. The comni tment of the GOP to include pd vate power in the

national system as evidenced by a ... i n ingness to provide reasonable PPA terms,
release sufficient rupee fundiog through the banking systen, allow access to
favorable fuel supp} ies (low-BTllJ gas, lo·.,;-head hydro, etc. j and staff the
institutions required for effective implementation.

b~ The interest and c3pabi li ty of the peivate sector to propose
viable subprojects which require substantia! equity investments frop local aad
foreign resources.



c. The availability of local and foreign exchange financial
resources from private sector sources.

d. The efficiency and 'effectiveness· (}if the GOP s,~bproJec~.

review and negotiations process and leI functions of the Pund.

NO private power plants will he operational by this tire. Hovevpr, if one or
more of the SUbprojects now heing considered are approved, theyrdqblt ht:> ir.
the construction stage so that the ability of the leE to process loans and
carefully monitor the disbursement proc~ss could be measured.

2. FY 1993 Evaluation

The second evaluation will assess the performance of the Pund
and the effectiveness of the private sec~or in imp!ementing SUbprojects per
agreed upon terms. Thi~ evaluation will -:~e at an important juncture in the
Project since by this time:

a. The project institutions should be fully operational with
only modest technical assistance.

b. Up to seven subprojects should have completed the process of
tenders, proposal submissions, evalualtions, and PPA contract negotiations.

c. Several SUbprojects should he in operation.

3. FY 1995 Evaluation

Ttl s 2va] uation N'i H focus on It he on-go! fLg operation of the GOP
approval process, the operation of the Pund, the status of loans with emphasis
on their financial integrity, and changes in the policy environment resulting
from on-going analyses and pol icy recor;vrendalt1ons of the PPC and 50.

4. ~inal Project Eva]u~tion IF' 1998)

By thi s t.ine nost of Ul(~ orig i nal loans provided by the Pund
should be repaid. This review will, therefore, focus on the effectiveness of
the Fund as a catalyst for private power subproject implementation and the
integrity of the Fund's loan portfolioilis measured by prompt loan repayments
and a minimum of defaults.

G. Monitoring Plan

USAID will need to balance the need for progress with the AID
requi red levels of reviews and approvals, assuring iltsel f that the plroject is
moving as planned while not requesting unnecessary information which could
further slow what could easily become a cumbersome process. A key ingredient
for success will be the speedy appraisal of private i~ector proposals by the
GOP to allow approval of loans from the Fund. These reviews must be fair,
thorough anu in the best interests of the project's goals and purposes. USAID

{
Y.



',.,1 BB !!'ic~d to 117rcmi!t(;T the,s~ r!!>Vli.::,Wi~' h~ I('t',{,,,r,,k U",H !':rn.; ~J !':,!'w C{~~;~!. 'nd"1

t"tmi!to!l"il1lg plrm COVt~"f,: only tlh:<!1' nli';~\t',"'f'! yf-"HA ·nf \'~11'" r·C''')
Peco:rrlt",endation5 ff>r ,ill lr:'>DlflIitorilflj,cy f"BilI!11i hH' ~;~Vn)~;(>q~,,,,,M, "/"•.;g,: \.. nn ttl"? .iJ'n, «mtp",,!,:
of :tihe Hn;,t fOH,,,ill project pV<1ihv,1ii':eJ)'!',.

B. Monitorinq Objpcti~~s

U'ti0,{!t~~~: tit '':JlD Dn lt1,;~ J};(};;rsb.!t,!·{:, ~_(l t1!f):Cl)jit{!}[ t!h:e' ?'n'\C~ij;~'ct [l'~'f

::",e,ilsurnrJ'l] contrHntiofil1): to Uw 5'J'i'O],,:,ct "JiO'c)U,. t."!'., mer),.. [()tieh add'tttll"J:riiTI

e],~c!tricU:,j h,ilH herm gef1ler,Zl!!i;f',L IT!!'J 'tlhw' nrs~ t'..c<[l, t'a:ill'f:'" ~"0''''~::Vl1'lf,. H ... LH be
["'-:Ctfe :tlP1'Vf()l"riate- to 04~~)fi:it~re ,acJ\;U~~.if'P'7etrUt I[~f tth(l~ rr):1f(}}j~e-Q'~'Jt f-tJrrr'O~~iO?~ t .If!,'., trhr."
{:x'Lfbnt, to "..ghicih ~)ri.\Jt,It~!f?' :n'(~;c'tlf)1f ~~:clr~dnlijt:~jflit ,fldndt \~~·~\nj),rytf~1ft,t~n ~(~~jl:ltJ1~C-~!';:1 h<cj~;e- ~}:~~ru

o'",,,y1;)U.! i zev~ t{) t":-!:"'!?-t(i'n~1''C'1-:~ ~ nn~1{~~:~~i;'f,~tf\!tt :rtf~~I[l'Jb~'.

sltort-term t~chnijraDas~is;tance t!~:~ c·O~t!·1ctn'r: f2'} tbreEy recruttrnent by
t;h~e {·>~)Jrutr.a--t(,r arH~ t;h,~~ (C(~P' (;<f r~!(iJfiPS-S'Uj()~~<!l~ ~ltt,[f[f !(}Ir {j(}? C(lL~ntetrr-al!"tt aqenciies";
en tfi:"f!"ll':i' '1;roc',n{"/~{"Tlt ,of ",.ppr<GprJLadt"y ,c<O:;";"''''idtUl'',U€!'s; ('-0 :i{",~"'!y GO? appointment
of officials. to CClnnterpart aq~ncli~$; «Sl) ~jm~11 p'!ovisjon of inputs' by other
donnrs. tcontl ih\JUcrus to !t!\;e f'l&rr;;r~ ",vti'B fLfhtrrtCtn''Ji oE red tec:l'nic.'lll
as;.; i -s t ,dn'i;'e ); i.ri·tS ~ f> -~ it 11:€<' t U0'(1' n'1 r~rf(jJ'fJ.'? il s; li i0irr1J l!)! PIS,.,· -n 0' l!~~-O tn~ rib u:tt hOO~) t (1' t. h~ Ftjnd.

h. O~tput ~onitorinq

;;'S~D[) ...in ~{)\iT1Jjjt~)'I!": «n i';lh~\. rt'.lrihe-r and quahtyo.f proposals

recei ved by the G())?~ «2) U,t>- nurnlh'€'1!" ,amli q'J;,[j; 11 Hy of roan Jrevi ews car ded mH: by
the PfO ;HH~ others; ~ _:) progress JljJ! oru-'9hoiillj: proposa.l,;;:, not.3:!h)y XeJ1iE'·U,. Hub

Chow.>: i I ?aikl,and and ~~<U"- ""li] ]a!b «foil!" eX,ill:J1p]eo, have JLOJIs been iss':Ied,. are PPAs
being negoUated,i!Hlld 1<Ihili are itlh;e !r"o,!tIt neneC'lks?~; u·H d!fawdoWin of the FllHl:d by
s'Dbproject SP0l'1lSO>LS; «50} Itt,e iT1J'UlT:;ib'?! '~«'Jdi qi!Jl<lll it ty of POI) iic'i and oULer studies
being condi!Jlcted;a;1ld Ui;» th,£:- ;1li!JliJ"1V''.:'lfiHtld! qilJJillHty lodf IreqilJJeslts fOJ! proposals or
other tenders iss!t!ed ib,y It!;;€' P?C [,or pr i ".'ate sector proposa]s.

2. Hopitorinq Hethods

a. Persons Respo;1lsib]e

True ~ission proposes to delegate much of itte da'!'-lto-day

imnple!r;entatim~ responsioilities to !tlhle Project ('o{}Jrdiinaltll'H {PCL The PC will
provide infcril'mation needed hi' the ~issioif1j to effectii",'e]y monitor pro4jress.

He/she ..,U] report to the Project ~ana'ger~ 'lol'ho .... 1U be an FS~ in the Office of
Energy and EnvircnlrC:enft::. 'FiJie lFsa~ in !t1J;rn ""iLl! report to !the Pow-er DiVision
Chief, a IUlSDH. "irhe Di 'lision C!hief wi I n be responsi ble fo[" ensi'.lldng effect! ve
('C,onitorinq of t!he project. An i n!ustr,altn'e schedule is pr""':::<:oltediin Section c
be]o<W1: this .... i U amdoi!Jlbtedly be ,al\~nendel(:li se·..eral !times to taKe into account the>
exigencies of the project as it unfolds.



7'hf.l' Project Of n ct!"~' .d H acq,d H' (lua, of>eded to I';l{HliHor u);~

project from d nUf!'iber of sources. SOtlie or tte:&;: SOh,d~C~~S w{Jul(} include:

~{()nthly/t:Juartedy l"'<eeUnqs 'l<iitr, Dong terj'r" arlvi~>on1 plus !the Project

Coordinator and any P',:;l<i5.t{lrd if) [ Ilji.S. ""rl()[lt t:f;:'nn exp.erts. ';.;hose presence
'l<;cl)'U I d be !H"1p.f :i]] ;

};-n:-needed vus\'ts tl{) ki'>'1 OCHli/'>"iANJif.: officiaLc;, t]~,tBt !j' .:)ccomtthlioted hi' the
project coordin)tnr;

/;',,-need.:d .... isits to H'e T'ii.m.rl!, '!~t:lir",d ny "H~(:'D·:··,p.i:fnii,,,,··t by th~'" Ifeskd'ent

"''ld .... isors or the p!(;jf:cl ("OOUnlfhlit,H:

~eetings with potential expatriate and Pakistani power investors;

Field visits to evaluate the technical and financial claims of potential
users of the F~nd nihJis: !tooR '.. 1n he£: t1sed sparingly, since monitoring
of proposal dai')1"5 is not He€' ~HilTIar,! :respoosibiiHty of USJUD, but of
the Fund. ~owever, in the early years of implementation, the Mission
plans spot cL",.;ks in tlhis: ililfe3l.l1; al11Jo

Serni-am'H.lal :Mis~s:i,on Project TImp]e:r:t:l11Jt-3Uon Re".. ile.....s Uor which Ute
'JJissaon's PROMlSand ISS COl'C'pilJJ!t<E'( assisted moniitod!11Jg systems will be
used) •

c. Illustrativ~ ~onito£ing Schedule

!i possible senediu]e of acti1Ji ties Jfor monitor inq pr<HJress
to'W3ras provislon of inputs and .acnie\l'em:ent of outputs is provided below: ]It

describes the activities to he undertaiken by the Project Officer, reporting to
the Division Chief.
Acti ~.. ity Frequency!. Inputs/2. Outp!l.llts Honi tored

~eetinqs of Project
Coordinator
(Hakinq inputs to
PRO~IS and ISS)

As needed, at
least 'Weekly

I. Provision of technical assistance and
comnoditie~; by the Advisory Team and
(."OP. ~.ssel>sment of qual ity of TA
and GOP staffing. Ea(']y
identification of corstraints.
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2. Overview of progress on all outPlllts
(Project c>oordinator responsible for
gather inginforrn'ation from
respective long term advisors.)

Meetings of all
Long-Term ~dvisors

Visi ts to PPC!l'iPPC

Visits to the fundi
potentia 1 sHes

Meetings with
Private Sector

Meetings of donor
counterparts

Visits to confirm
proposal/loan
application claims

Visits to subproject
construction sites

USAID Project Imple
mentation Reviews,
using PROMIS and ISS
outputs

Monthly
initially;
quarterly
later

'As needed,
irregularly

As needed,
infrequenUy

!,s needed,andl
or requested by
Private Sector

lis needed, at

least semi
annually in the
first 2 years

Very infre
quently

Very infre
quently

Semi-annually

1. Overview of constraints to speedy
input delivery; detailed discussion
of solutions.

2. Analysis of quality and quantity of
mlt?uls hy relevant institutions.

Personal confinnation of information;
assesspent of qu.;t I I ty of 'fA.

Spot checking Jf lei funding
process;

Assessment of level of comfort/
confidence of potential and actual
proposers. Identification of
bottlenecks and potential problems.

Review of resources available to the
Fund and use I()f these resources;
mutual assesslm.ent of progress towr.lrds
outputs; identification of policy
issues; and coordinated responses to
policy issues.

Spot check on quality of proposals,
and loan applications.

Spot check of construction progress to
assess implem,entation effectiveness.

Presentation to Mission of total
monitoring findings; decisions on
overcoming constraints.

3. Future Refinements

The purpose of a ~~nitoring plan is to identify and quantify the
actions and sites over which cognizan<:e is requi red and to deploy available
staff, in a rational and systematic manner. If succ,essful r the result will be
a good grasp of what is happening in the Project.
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It is not possible to identi fy or quanti fy most actions and sHes fOI!"

sUbprojects today, because investors have yet to be identified; hence, this
monitoring plan is not complete. As subprojects are identified, the
requirements for monitoring (frequency, scope, and personnel availabl,"') w.in
also be identified?

v. Project Analyses

A. Technical Analysis

1. Summar~

In this analysis the Mission examines the feasibility of the
Project as designed. The benefi ts "we presented, (011 Howed by !the r Jisk.s of the
project. The constraints are e:<ar"ined and the way in <"",hich the project wi)]
overcome those constraints identilfied. U1Iate-ria] from. the Irforld' Btu,1( Staff
Appraisal Report has been inciude~. The analysis concludes that the benefits
outweigh the ris~s6 and that the P(oj1e'ct as designed ii s technicall1 feasible,
either as a stand alone, or as a part of a ngltl-donor project.

2. Benefits

a. Energy Benefits

The proposed project viII assist the GOP in attracting the
participation of the PS in power deve]opnent. It will facilitate the
achievement of the objectives of the Seventh Plan, <imd create the framework
and procedures during the Seventh Plalrn that could lead to an even bigger PS
participation during the Eighth Plan. By almost certainly leading to the
introduction of fluidized bed comrnlh!!.llstjon teclhiU1lology for \Ulsing low-quality
domestic coal in power generation and state-of-the-art coal mining and oil/gas
production techniques, the proposed project can assist in overcoming the
technological barriers to enerqy developm,enlt cUHenUy being expeJrienced by
the pUblic sector agencies.

b. Financial Benefits

The proposed project wiU also introduice the concept of ] imited
recourse financing to Pakistan which mrnay later be applied to other sectors,
particularly industry and transport. "ll"he Fund to be created will mobilize
resources for future energy development by recycling the revenues attributable
to the interest rate spreads. 'These funds could be leveraged to mobilize
addi tiona1 resources for financing future PS energy :subprojects through the
Fund, if the proposed study for assessing the future structure for the Fund
recommends its evolution into a separ~lte energy development finance
institution.

c. Decreased/Eliminated Loadshedding

Without investment from the PS, the energy demand/supply gap



C<llllr40l he hridliJe-d. For .(~II':"'joslt ~1! diec.hd!e' ~\l'l"lP'I!}iJ\ dVll,~ nr~c 1'hi\lV~' h!~Vll \iJilfuiliti)l]e Ito

UT:ctH; JP'<'lIkh:l:lllO'S huH eh~ctriC'ilt;· rJ/ecG::;:. ~,(()<)d ~:!l;OC'.f'rjililf\l't; E:& a fai(~1t ()if nf,~,

{(><{lIcMrJ/") "lIS hi<.llh ct,\', I,Mla'J K"",', {NB~nii'iJ<~:h'ot Ito ahmlllt; 2'lB: p.elfCCl!1ilt of p<tha.k UOidl.n
fof briefperi.ods. "['hI/! capH.;.U ijO\'li!?'~1ltp~;{"I11I~; r~:quuill'("V"!! lflQlll' wVAlP'[J;A'~,; pn")m~ to
eol irtlioate load shedding by Ith'O" l/!illlfUy P)l'!Hlh1 ~s '!'lOtl/! tHliilillli ItW'lDCE' WPAPI1M,'s CIUJIl'I!"{!'lfIi!t

,tUlflliUaU invesltUl'I{Hlt lcvels. lit se<e'G'1IS umU ill:.l\!'Dy UI'<ilIIt ltlrlJe GiCW W'tt nn ((touDlh](!' ~'PAP'lJ)IA·s

iravest~ler.t i:nsdget. 'T~1;e Cl1iP':s; ll'1UJf!iee' s1horlt~)i~e lh<:lI:1i; Pl!'I!~[;1!P'tt.N~ lth~ lrHrilvalte seclto'r
power p{)l]icy.

1'he GOlF' (l'xpeclts the diNt<lind fi(};!l' ,~h~,C'ltricHy b!)l Ul11:CI!'~},dI5e ~);'}j. DB pelfcellli!t eiliclh, j'ea.lf

fro:m I'9lS:a to 1993, to'lI 1!:;,a:dL"1!QlI!01 ll)l~ ahni\!1islt 9,,]If)JlIlJ MJrC OIfOO1! allHf)!i!t S"S,IOi(!)i /l'f;W iilllJ
! 96tH. «USA n[) hi:'- 1 i eVifrr,; the n'9J'fliJ ,1~err1',ilIlflJc!M c,nllU dl he If ~f~~lllJC",d! ~JiY 71 pelf ce~.tt It oS" 6lDiiDi

~-!l1'l7 tftu:<mgh <H1I ef[(>c't j 'J(> eoergy c,om';;l1:r"..:',i\tlt iiol11: 'ilnn'i'li DlQia([f, m<:lilllJ<:ligeml<;Ulilt pHl':f1J:r,a>n1I.»

'The Se\7eil1lU~ i"jve 'tea'f PBal11l c:,'llUDs tfiOiil' a!!l1J iil11:<c:re,,1i5.:;- of adhQQzlt '),,,If)H[J!li)I t"l'irU. efoW'levetr,

iUS.lHD does fDO!t (l'xpeclt tthn.s 1t-r.'lIrl'Jjtl1't h) U}!£!, r1'1,:'Il:" iheC,r1!liUs..:! iltt .tSll~Ol[(!!s Ute LlflJiilJlfLcnal]

illJ1lril iTt,ilJ1lillger;,erilt cor'J;~ It r au IfIJtr,: ...,u), j clh, llU,i\i~,''';' ~~€J)'tt wP,;\PID'u', <1jl11:~ll KIESC If !wm, meet ii l11:g

e,<pansnol11l !tarql:"ts llr~ !t1hJe p:ilI',s:L [1),!udl!llu~ UM'" Sli:dltu ~'ijl,v~~ 'fe-all' 1?taUli, wPAPlIli!i
aetuHli nBy install ned onny 153 p'(,'ll'c<e'IIl!'t JQdf nits pU<H)Jllledl Itlhie'rrme:t<] ~owell' p]a,il1l1t
expans Uon prog rarrn. il.Ds:.rr 11)1 hi":' nnifr'iJIB':fi; tU)ia n: ~1I1t 110slt: It lite (1]Ol?' n1>a.y meelt '7,llDi !pelfcent of
UUl." pD,ulInea eX!P'ilIl!1lsulQlil1l dlllJl'ruil1li.! IUWQ' S<{\''iJe-l11:Ull F'nVeo 'ie;allf pn<1II!).l p€'e-ilod. '1'»uDS 'NiolUl.hll
lITlearl ail1l ,"uMitUmmD3,151OJ1OJ ~~l'U bOl h.JC'Il'€'<useo ltlhe 1P,i)jilhHc s:e'c!t<rjJlf"s: ltoltoiliD ]ll1;sltaUtt!<rJ!
capacH y to ]~Dst oW{>!f DIfil.2'1[1)1!1J nffli IhyUl!}Jll)I);. Uil1llf,')i1l'm8dtu{)Ill1; {)IlIlJ t.lhL:; It.opl[c :fi:B;
presi:a1Itelil in 1,nil1lex 'Nil <llD<c.mg ''''uU~ ilIl!1lttiiIC'DP'ilItt.(~'td uo·£\,di ~;;hl!}:d'{dlu1!1.11J! !fOlf' the S:e'vEmtlfli ailrud
Eiqhth Plan peruods. "lI"lhie lrlaJtik :3:]fH(,'M'$ tlhJ<1dt eVCl11: I,\,liHlhl ;}Dalfl1J!e SeveVliltlhi P]an
enerqy e):pendii tIlDf.e, DOililC!! :sfr1JN~dli'!1Jif1J WI nnD ClI)Vlil!: ii l11:m:: [~ullr li lllJ<ry hI'it W'altelf mOl11:ttlhls liDc1J]ess;
private power pDail1lts are built.

IF'rhrate po~er (rJ!<f!'~Je](l\plI:'lr.s; lfll'(t.)J'D! ltlhe frlJ.:5:. 2}dfl:d] e]sewnelre aJr,,~

expr'€'ssin'g strmllg hllt."re5ltiil!1l sp"jilJ1]$ll)j!'iillM~ ]pl!'oJjec!tsiiDlI l?'adi:,nslta'1ru. ())"J'elf])
proposaLs 1JJave ,aD ready been rereii "JIedl loy It he !GOP as rlOttetdl .ii l11: Seclt:i!oVli n .ID;. A

list of fi nn'S wfrllich ihiave expcf".$se,dJii l11:tere:5Jt ill1J prii "J'alte sector power '9!enelfaH:iioVli
s~bprojects is provided ill1J Af'oex U. Hnergy sources for these p]alllJlts illlJc]utdle
coal, gas. EueB oil, diesel all1JriI hydro. As part of project desil1J!Uli activities,
USAJ[) has carded out fil11laJ1lciia~ !l'Clade]iilJ1]'91 to evaluate ei<9J'tldL of these prii'lalte
power projects aVlld t1JJe resu] tts t())f ttHl."e all1lili nyses are :S1~mm~)lf':iizediill1l All1llllJe)( s.

One of the ris~s associated ~itth the proposetdl project is that there
~ay l11lot be eno~gh subprojects to fully utilize the loans all1ltdl '9!rall1llts made to
GOP to finance the Fund. JIn faclt, t!hJis is ll1lol!: lUe!}" to !he at probleml.
Subprojects for ~hich letters ofi ratelTllll:: ha\'e aJ ready lbe~ll1l ~sslllled could use
about US$2~O rni Bion horn the Ilmullt ii-tdloll1Jor Fund!. Another US$HIDJ mi.ii:U jOlllJ ctCmld

be co~~itted to subprojects ~hich are being actively re'lie~ed by the GOP.
'[here a.re other proposals under prepaJrattiolllJ ~hose total cost is estim!ated to
a.U'l'lOunt to US$600 II'tln. n ion, alllJd "..:'hich w(l>!Jl]d be seelid i!1J9 app][oxim.u1!:.e]y Q1IS$I5iIDJ iill1l
!Oillll1lS Ifro:rn the Fundi. As a reSUlt, approxiE'liate]y ilJ',$5,IDJIDJ of the jp'ulllJd" s



f;e~m'Ulfces of: US$S'S.O "mi J 1 ion ("oa hll he umed hy p;ropo~'1<lIH" /t li re,lidy p'n'~NHed. 'L'lh,ti~g:

.:J'uhproje:cit pi pen u)e has heen ha~H!t "up prior ever1l Ih1J thf!" >1."::'?!t"lloti s!rrnM:'1flJ1t of ttlh'lf~

Pund; further sUbproject proposals wilD almost cert~inJy he generated after
the Fund's establishment. Wit~ this Jewell Df demand there seems Dittle doubt
that liRD's cootrHHJtiofl, Ito h-e uvs>.cdl only !for US or Pi,;rrdslt>arli"o{ld~;, <Ull1l111
serVices. will be fully used.

h s .."cond risk if> thillt the propv;sed mu'hpr,)]eclts nay severeDy S,ltfdiiill1l /the .ilIIhUH¥
of the fin<lnciid insltilt!jul!:iofJI,r to cover Uti/! DOC"lU CO~J:t fiink1,nchl<gi Ite trjuniiremeo!ts.
'T'he ~mbp!"ojcct:r; are >l?'xpeclted Ito rcquni re a tot,;)] or aL'"J{)ult "JS$:WIQl miM II hm
equivalent in loc.i!ll lfinimciirll<g. '1r'lJ1iUs is <)bmut l1.!iS$h:HII [i1,HHoUll pe'! ye..u nl!1J the'
n rst thr>l?'C' yea'!s, t",p~ring do:wi'lJ to UiSS:H)Jlf]J f1'U ~ nnon oC!<quluw1;]eM. per year (fimrll!1J"J!
the re,nainin9 years. '70 ,'ie-elt tih"'~:!;;<e' r{~{BUvnJremel!1its~ itlr;e ,5'c>veUllltlh. P']<l!O !has; ,,)n~:Y""e(~

for credit A-xp<1losioil1l to acco!l"l!i"{),,r!J<1Ite HHe iill',clrel11;~l!1JltaD UIl1Ja.l!1ciilllg n,~:eds I!J'f PS:
energy s~»bpr()ljjectfi;. '1'0 9~M,r<dI ,ap]ilJfil!1Jslt. ([w"'lrlh~'!Jrd!el11dl'liI~~ lth'? fiil'lidJncin'll ca~}ahiiniities:

of the Paikis!l..,auriU nr.sUbDUOIl1lS" IJJ.:B: im'Ie-:n:ltorlf3: <HoE!' l!(etEUIU!fI'?cd Ito plro~J!iitdie ·J/n

aHlrllert,aB:iol9 thl~t "Jijp.~; lll11J ~O.c"iin fiill1l,lInciil11J ifJ 'l4'<'1iliVli.,.iI, H U1'tl?C~:S"o;"'HY~ Ihe covered! b~l

fm1J:t!;f;; from oiULs:ide P.aB:ist~uu ht.ll «!'tnJ:G;llvre itUL1Pi£"u"! Ltn;p,Demenltadt u<QiIii! (!)If su:lbpcojeclts.
At a >ate. date to he cechJl€',d! ~:>y \tb~ ;;\!1Iv<P.':r;;~,tQJirst ltltle L\'Uindi and NI)PC, ItltH,;' fOfeil"JIn
fa n a:ruc hug of nOCili B f;,mds: COllD D«~ k'Y"?' :reIP'LlI<C'e~ti W' ulth hl'ldm1: ~)!lr ~,{td It Y 1f totli Pall:.islt Clundi
fiio.iullciU,l1 nnstH:\v!UonJs. ''F'lhe;:',€' U'W:""IiS\Ul!!,e·s o;,qU~ F"1:hnrumiuze the? d:rtlk off
non-avallabilityof [unds to fil11Jance noc~] costs of suhprojects.

A third risk is the possible f~il\U1re of PS companies to generate the levende
regt!ji rerlJ to 'C.o\'er Uuei r ! tt !1l4i01l,dan C"QIll;"(nIU tm·e~lltts. Hevenue g:eoerat ilolJ1! jL:; ,ill

[iLnDCt[OI1l of the il:9reec. pdc.~ ant] It.!h!'!?' Iql!Dantt Hy of ..,,]ed dcB.¥ tto b~ c'h-:Hverec1!

to po'""er purdllillSan91 ,ill'J!encies. "iflh:<e' pJr.u<C'e for lthiB' S"i\'lie of power lis sltiiptili]altll?(r]i
in the PPAs, wlfddh are sltnnct!l.Jltre<dl !ttl) 1C'([),"l<'H Oi!l2'rat ilii!<gi costs, debt servilee an".]
to provide returns. Automatic adjustment mechanisms will he jnlttoduced Into
these a'9lreecr:r:'ents Ito enS!lnH:' It".hat tin'1'>r:'sltoll"S .!lIre' C<l}['i"peGlSatelf] /for chal1t9!es: in !the
costs of their inputs, fincluding the erosion in the value of !the rupee
rel,ative to fOf"eigtnJ cur:rencies. lP\o;",e'~ sales by fPC' enterr'rLg:es wij]] !be catrriedl
mnt 't!lnder it letter <Olf credii it !tiD' €'n:s:un ,;:> Ut,!lilt p.iliymenlts: are made in a ltiime]y
faslhnon~ GOP agencies a!"e ~mliiib=,n1 ltlQl [!liil tc) pun:Jh.i'lise the qttilianlt.iitties

stiplldatec in lpPAs since lihe in~es!tm)!?lrutt !J.lIrIlrlieJrttali:en by PS alre needed ad'd1iittiions

to rathe:r than substitutes for pubDic secto~ jn~esltmerllts al'lid since there is a
substantial ILlIns·atiisfiied dleJ:TIlaalld [<OJ1!" IP01lile:r. lin addiitiion, the P'P'As are' designed
to a.Rno'j,(l for talk,,",-oJr-p31y rdlelive!"y of lS:[.N;!'ciifiied tqluantt.itiies cdr powel!" tf<O>lr which
GOP woulCl '9lUarilintee purchase ir!feSi!N:'cltii~e of whether tllle' pO'd'elf is ltdill:en OJ( ll1Iolt:.

Several social and ecoilllo:lnliic faclt.ol[s coresltradn the <g1I"o'A4tth <0>[ plf.ii.vatte
sector im'oJ v€'6'1'lell1lt in aU sectOJl::s Olf Une J?a;!id sltani eCOnOl11l}'. JIIni],all[.ge part
i!:JlJese flow from the naltioilllaHzatioIrll oj[ businesses in Ithe 191(]J's Which lteslLl\]ltedi

in a state COIrlle ro] B-edl indigenolllls t,,(lmlld Irll<gJ sector and a pri ~alt.e secltor itHllallt
focuses on short tenm ia:vesitmrr,ell1lt (lpPolftllmities to the vi ritual eXC]lll1sjjm~ of
long telf~ ill1lvest~ent positions. This ire tlllllfn h~s led! to COIrllst][alinin~

attitlllldes, descrio-ed below:
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Hany COP officials beU~~tJe' the private se-cttcr iisuncapabBe !OJ!
'bl uildhlt/] ~'H.d o~raltiog cO~jp'le-x faciD nie-s. OU:~rg e-xp~ct eolerpn:nelUlrs Ito llllse
the pr». ",ate' power pr<WjraO'. to l!1!.(l!!Ke inn ll~::li It prof i tts: hiOilrll p]aUlll!: ope-rat i!OJos and!
during ciQlJ1IsltrtJc:..ion (e.g. throlUl.gh oV<e'lr···iIntJoiciinq). oS'. !the other slide, pr'iiv«llte'
investors doulOt that ~AP[)li "if U dle:il!D fairly duuin91 nll':910lti.ailtiIof1Js «OJf1J plUIcchase
prices, Boad factors, elf::c.) and odi~nlill1i~~ op~Jr';ilJlUon «dU:f>pa>ttclhdin<g, prompt payment"
etc.». "J')rm project 'Wi D11 JUI,f,;(!, lte("hr.u.eall adlvisollr:£> and! IP'Jre's~ml!'e ('4"0101 diQID1lors: Ito
coax both sides to per fOll'!lIl as lI'1le~\lled1.. 1Ddl slt: n~slt wOD Ih<i:!'stt be iQlV&rClOtrne' once ill
subproject (riO '1i3lUer ho'tQ st::l!aD U iis Il:litt» UII1Ii€" ~dlth bolth snd!l!::B' aMdlhl:g by
contract~aD obDiqatio~s.

"ii'he uOltrod\lBcthm of iindl~~iP~ll1id~nlt operadblJiJrs ilTlilto ('Ii centra] IUItti Liilty
wiBn lPA::' a cOa7tpBicated ~~1'Ih: of lfiiU1l<llll1ldc"llIl,Be<ga] and! tteclimiicaD facton; .. Neither
tlhle OOP nor the pm tJalte sector lh!~l1·..,e eJcperuelf1iC'1!: wHlhi these rn~Uers: W'lhiiich j s a
major reason for the cllJlu'enlt dlellays .fig] aIP'PIfOVUlf1i~ PS :rn!'Ooposals. 1'lhe
ill1lstitllJltiol'wJ de~JenopG'Jlenlt COn1iPOllllr€'lI1llt cQJf ttltu.iis: IP'Jroject Us: dJesii<gned to overcome
this constraint.

"ii'he a··erag€' electtriicfitty pl!iice «ii611chuilliifli91 fl!1le] adjl!1lsltment
char.gesi nIII ?akislt,an is a[:prox il)jlJaltelll' '1] pilliisa/!lcwHli (:$iOl. O'U/lkwiD) far too loW' to
meet opera!tlonal am] capital expaUllsicQJflj costs.. 'E'ltu.iis tal!' iff stJrlt.\lctl!llre, Which
reflects an earlier laclk of rea]i[$.:ml iiuu esttirn'atiD1l9J WAPDA's costs, resUllJlted ill1i
atteS:l'Ipts by the GOP Ito negotiate PS prices (]OW611 Ito Jlevels where stLVlhprojects
",ere not profitable eno1lJgh Ito attract cap] Ita! frorr\! r1ep\Ulltalh]e dome-sUe and
international sponsors.. The polliic,Y tdlji.ailo9llJle ~lhicHli f,ormed p.airlt of Ithe desi9Ul!
of this project has .already be9\Uln Ito «Jl~ercorn'e ItlhJiis cl[)lnsitrailTlit: conditions
ilrniposeo by UlSAH> and ~B in dislbllJlll'sii Ul!«:Jf COlt the jpJlwjieclt wi U complete thee
process; nn PPl'cS ..... UJI ll»e sfi9ned for \UlUblrea.ll:iisltiic iP'"uc1h:ase prices, either too
low or too high.

As dii.sc~ssed in detail iln In .c.. 2, the trR13 has PUll!!:. toq€'ther a
SeCillr ity Package fratrnewo[· that is de~~:iigned Ito overcom:e the lac;: of GOP
sovereign guarantee, ,and tlfms redUllce t~he associated financial constraints to
PS investlrnenlt.

5. conclusion

"il"he ~ission believes the project as desi91ned can owcrcom-e the
constraints to private sector invol'/emment, and that Ithe benefits outweigh the
ds~s, which in any case have been f:ninirnmized by careful project des:iigl!ll.. The
project is therefore Itedmically feas:iible ..
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As Indicated In Section IV.O, the Project was structured to
minlrni2e the need to create new instit:iUltions by bui ldlin{) on e:dsUng agencies
and review procedures alrEady estab]i~~hed review PS pr~posa]s. Specifically,
the PPC wi U be an expansion of the ltddi tiona! Secreltary of Power's office in
ihe K\r3P, which already develops and implements peivaite power policy. 'j"he WPPC'
is al ready in place 00 paP'f!'c n .e., approved hut o&,H:trat.in9J with staff
temporarily seconded fwUTtl other offi'C'es) refleclthli9 l~APn>A's reco'9lnition of the
need for an orqanization to intedace wHIJi PS firms. 'F'he ftner9Y W'iing of the
Planning COiT'mission is an acU"e orgartization which lhJ,as assumed lfesponsiMli!ty
for naltional energy pJanninq w;th ted~lnica] assistam::-e hom USAH)lS Energy
Planning and Developifment Projecll:. Nlm"c is a s1!.llccesslEI!.II] and we]] olf9ani zed
development finance instit1!.lllion «1DI1fl'JI) wMch has: molhdiHzedlocal savin9!s and
channeled over $200 ann Hon of foreiilC]lfI assi stance hillUds Ito Pakistan's
industria] and slmaU hansiness secltor:s:., 8\U1ihllin'91 on 4?'s,ttahHshe.r.l! enttitUes wi]]
sirnpJ ify the adBl'liinistrat ion of .at cOI1"liplex project.. 'Ji'he f"lct that both the PPC
and the WPPC in WltP""A are wilthn lflJ \the conltrol of the DU I!1ihs:lt.ry of Wa~~(;:H and
Power wi U <lliso ~acH il!:<llte project DmJ.allTlal'9l€'Jl17[>i?'nL

2. OveraD D Coordination

Responsibility for coonlinattion of the project!: wiH be with the
Economic Affairs Division (E;\D) of It.hE~ Mlinisltry of Finance. fAD w.iB si90 the
project agreement, project aI1'111endl1)llents., the first im.p]em:enltadtion letlter, and
aU subsequent hnpleif1'1entation letters e[ project am:eno'mienlts. E'AD wiH
coordinate its acti 'lilt ies cJloseJly ,."iUn \the MitDP al1lld m;.pc. 'Ji"he MWP wi]J!
coordinate the insti tllJltionaD deveDopilil;emtt acti vi ti es carried! out in the PPC,
WPPC, PED, and EM.

E;\D will delegate respol1llsibi lity [er d,ay to day impJlemel1lltation activities to
an authorized signatory in each OOP entity receiving il1llstt:Hutiona] development
assistance under this project. The autB.orized signatories in each institution
will be: the Director General [or pdvate Power in the Mlil1llisttry of WIater and
Power: the Director of the WPPC: the Sel1llior Chief of the Hl1lIergy Wing in the
IHnistry of Planning; amdl the Senior Executive Vice l?resident of the PED in
rmFC.

'The rolls and respDnsibUilties of the recipiel1llt enttilties are described in
Section III.C,,!.

"['he Director General [or Private ll\ower in the MitDP win he key to project
success. This peLson will bril1ll9 pressure to bear on all organizations
involved in the project concept to co(~erate and perform in good faith.
Strengthened by the Resident Advisory "['ea~, the short teJr~ consultants and the
USAID Project Coordinator, the Director General win guide proposals through
WAPDA and the Energy Wing, as well as through his oml ministry. He will
maintain ?ressure on the WPPC to negotiate in good faith. In short, he wi]]
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Another key individual wi U be the Senior r.:xecutl fie 'c.qp of the peD. PBe' wi U
play the tole of ensuring that the li~n.",r9Y Dev(!'Iopmenlt IFlHlldi is operated
properly and that appropriate IO.il!ns <lndl l':ifad~ Ito welD q~v<l!lifiedl proposals in a
timely fashion.

EHective and appropriate ad~i!liniislrall:jlve mechanismls have heen or wiH be
establ ishen to uneet the l!.W1 ique PSP iV"lipleL'C,€'ntalt ion rN~\<Jli remierets. The reI evant
organizations have the- required admmiinlisltraltive systelnlis and authority to
hmplernent the project. Staff cOfl:mpetenc~ wi H he enh.anced witt hi It rainin9 and!
technical assistance. "['he project is ttll1ierefore considered admiinisltratively
fec;lslble and sound.

"if'ttW Palk islt,.m JJ:nvi rom~)(!'ntt:itll] OHli nance ofn 918:3 «Uo. xxxvn )
initiated the GOP's national en\'iirOnm:1l~mll:a] [J'D'Uc:y. lP'oHcy .!lind slt.!liU1idardls
approval is under the purview of the Pakistan Environmental Protection
Council. standards <Cile\telop::l!lent and! eunforcenn,enll: and other envi ronmenltal
programs are ad~inisltered by the Enviironwlienll:al and u.Drlban Affairs IDdivision of
the ~inistry of iB01lllsiill1lq ~lnd tNorbs:. '1r'()1 date oll1l1y ':lIralftt standallrds have been
proposed that would rest riel the diisc:harl£je of pol! Illlt!:,rmits iUlItO tlhe atmosphere
and water., However,. bolth the Federal amil Prov inc i a] Governments have
established leg i:sl~lt ion governing .omit ilqu itt ies, endLan'91eH~'d! species, mH: jona]
parks, wi hill i fe sanctllllaJries, garone res~~ll"ves,. forestry and water rn:ana9iernent.

AU s1lllbplrojects ceqlUlesll:.iillQ'9l loans frol1!11 the Pumd will be evaluated
based on envi comnenlta! guidelines ItlQl be issued by the GOP in the formi of a
brochure based on Wand All!> stall1ldallrd~r.. For deltai Is see Section HI.C.2.d.
and Annex T. Subprojects using AllD> fumds 11!1i1lBst comply with 22CFR216, PD-6,
Executive Ocder 12H4, Section :UlBi of the Foreign As:sistance Aclt of ][961 and
Section 119 of the International EIl1l\firromlfienltal Pcoltelt:ltion Act of 1983;
SUbprojects recei \flng Woc1d Bank fllmd~r. DmiIUlSt cOIil1P.lly with Occupational Safety
and Health Guidelines (980), and lE:nvuromn:enltal GlUlicte]ines (984). It will be
the 'Work of the PED and its consllllD ttants Ito enSllllre cOlnp] iance with these
guidelines.

3. Concll\llsions

In general, power subpr()jects are not expected to have a

significant impact on the air, water, ecological and social resources of
Pakistan; transboundary impacts are aJlso not expecttet[] to be significant. In
any case, each subproje -t will be evaJluated hased on Envi rom:ental G1l.DiC!el ines
designed to ensuee cost-effective environmental protection; donors will not
approve loan applications for sUbproj~~cts that exceeil:i social and envi lrollWental
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limits. With these provisions, the project is deemed socially and
environmentally Bound.

D. ECONOMIC ANALYSIS

1. Results

The analysis examlJi nes four types of (jeneraUon plants under
tht'ee cases portray lng the status of the ove[(~l] po..,er supply ·..ystem. The
four plants cover the Vliost important types likely to be proposed under this
project. The three cases cover all possible systeM conditions with the foclUls
on the -:short- or base case where generation is: insufficient to meet demand as
is currently OCC'lrr lng. As discusseol below, most of the basic parar.H~ters and
values used in the analysis are based on conservative assumptions so that it
is J ike Iy that the resul ts are lower bound estimate~; of the actual returns.

1he analysis estimates the economic internal rate of return for all plant
types to range from 21 to 86 pPfcent for the most relevant ·shQrt" case.
These plants also have atlt ractl 'Ie retll.llrns in the ·b~ilanced" case (though such
a situation is unlikely to be atltainf.!d in the medium", term). Pl!lrthermore, the
returns are stUI attractive ltm.rj!er the very tlmlikely and worst sitl!lation of
the ·long'" case. These results (see Talble .h below) indicate the very high
econoU'lic value ot electr.icity in Palld.stan. Sensitivity analysis found these
results to be quite robust wi til the retuuns under the "short" case never
falling below 20 percent for the base~ load plants, 50 percent for the combined
cycle, and 13 percent for the cocill!bastion turbine. The supporting annex
presents all of the details including' the 20 year turne stream of benefits and
costs for each plant IIJlOder each case.

2. Background

a. Project Background and Rationale: For the past few years,
Pakistan has been experiencing severe~ shortages of !lOWer during peak demand
periods. 'These capacity shortaqes have ranged up to 1600 M"tI. In addition to
the capacity shortages, there are cllllrTently energy shortages of about 250 GWh,
about 1 percent of total genelration. A cost of load shedding study that
analyzed the industrial sector found that the loss to value-added was 0.8a
percent of GDP, i.e., on the order of $35(J1 million. Some economists believe
that a smaller number is more appropJr'iate (i .. e., on the order of $5(Jl-80
million) •

The potential demand for electricity is predicted to continue growing rapidly:
current estimates being in the range of 10 to 11 peccent per year. Efforts
directed at energy conservation and load management may reduce this growth
rate to the 9 to 10 percent range. Factors contributing to tbis growth in
electricity demand include: 1) a relatively high (1 percent) sustained growtb
rate of GOP (projected to continue at. about 6.5 percent per year); 2) the
GOP's cOFl'J1'mitment to eliminate load shedding, to electrify 90 percent of
villages by June 1990 and to provide service to everyone in llllcban areas; and
3) pricing policies and cross-subsidization of various consumer classes.
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n. Public Sector l!nvC'stt"tcC'nt Plans: '1l'n"" draft S(>\!C'lnl!l:.h F:v,e: Ye.... rr
Plan shows a \4APDA/KESC i nvestr(!ont plan of Ps 52'.1 f}ii Dn i!tr)t!1l ($) hi! Pi «:m) ! <Oitr

power generation purposes. '7he projectiot!1l for this peifi"Jd it!1lchrde-s 1,:00 ~D

of ?f i vale power consi st i ng of the Xeoe 1!NH>C p! ants! f], 2:00 H~n iH~d ot her
smoll power plants (]]O MW!. With co~pletion of these units and full
implementation of the WAPDA!Kf5C proqrar'\! fa heroic <lissm'npt ion at !i;&',e very
least), the system would stin h<£· short of peak capalciilty hy more Han 800 MW
at the end of the plan.

If the ~,APDA/KES(, invesl!:IT!H:nt pl,iliinl is, or.ly pa[ltiiaJEy i!J:plemenlterl!, ltl'1err1l the

eJ ectdc supply situation co~dd «!eolterri,)JI!'ate slqnH ii<c~anUy. Alt 6S percent
implementation (i .e. aho;[]!t J,S,lOil()l "t}-D of ne~' tiA,!P'[>A/KfISC Cdip,ilcHy), pc;;)llc capacitty
load shedding \-Wllld reach, l,'Sl(]Jqlj ~~~'J7 Oll1l Ute sltall1lrlaro ~'olfe<c,~s:t and 2',8I(]JO M'If e'll!:ll1I
with load manaCJerrl(>nL

c. PrulJate Sector r\QJ*,er ~?SP): Giveuli He severe p(l)'rSD~lteD1it

energy shortage..;; in UJe country# UH" CO!? deen,,!e,;} in [D'e" EncipDe in ]98S Ito open
the power genecation sector to prii'cP"He- filfJ!C'f;. 'Tthe rusun",] lrmdgelt d'efii::it for
1986/81 (8.8 percent of GOP) re~e.illIs ltlh~~ dli]e!J:1T"i'<) fa<r:'e<rt hy the
govern~ent--i.e., lack of adequale resources forr the country"s de~elopment

prioriities in aU s(>ctors. Tit'Jis p'U"Oill.derrll is P,tHl':iicudallrDy criUcaD for the
€i1ergy sector gitJen tlhe .alnticiipalted nncrease un eff€'cUve demand. A private
po'Wer program wQaJhJ help' the COP ~l)eet .31 portion o,f this <growing demarJid, and
reduce the severity of future energy shortages due to partial implemerJitation
of the p~blic sector's invest~ent p]~n.

[n keeping witlh the GOP"s desire Ito increase priivalte' secltlflir participation .in
power .generation and also to help In!\OJ!bJij Dize adirl!u !tiilflim1lD dlomeslt lic reSOlilirces,
USAH) became invo]vedJin the de·,.,eDoplrrenlt of the lP'fojlecL A pro{.U'am \that cOl!Jll.d
be funded enti Il"ely by ursu'U)" s cOJl1litll'ij lbultiions to Ute F'und would reduce peal(
capacity load shedding to abmnt J,(!))llJJl!Jl ~~WI hy the ell1id of HIe rJiexti: p]all1i period.
More iuol'lportant, energy shortages 'M\OJIilI](ll be redm:eili by Hlj percentt by the USA][[)

program without load ll'nanagel1'mell1llt, all1ld! b,y [lore than olr1le-tMrdif Doad m!i'inagem.ell1lt
takes place. A Jlarger scale progralmli, the type env! s:iioned speci fica]]y by tit?

cu !(Jrent efforts of talie i'lilB and E~w p'Dall1iner-s, would fUlfther Ireduce the impact of
65 percent success in WAPDA's in~es~~ent plr09!am. Por pea~ demand, capacity
shortages 'Would faH to 2,20lOi ",m ,..,ji tlhoHllItload mall1ia9€'ml"ent ana l,60(!)) ~'tIrU wi tlhi .i t.

d. Impacts of JIlSP: it. pci \,'late sectoe power 9/€'neration plfogr-al.!"ll
would have tlhe fo110\07ing effects on the PalUsttah eccmo[l,y:

Private do~estj,c equity, fOlfei9n equity, and foreign
exchange loan flows \o7oulo be ll'CJ!Jlbii Hi z.ed foe the po'W'er' ge'ner-ation sector.

Output of industriial and aglfic:ulltlUllraJ! coro.modii ttiies 'W'oi!dd
be increased as a result of mnor-e powelr and! increaaedl r-e1iiaoi1it1' of po'W'€'r at
inten:mediate and base loads.
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foreign e-xchangl(> savings would neinc-ceased d'H.~' to
greater fuel efficiency and usc of dOMestic resources .i.e., ~tse of fuel oil
in steam plants rather than nigh Speed Diesel in turhines).

'This analysis of Ute- ec,)noltilic rates of I!'et~:rn of potential
projects that ...ould be financed Ilmder the Pri'lalte Power project is hased on
several critical and internally consistent bac~ground assumptions that set the
context for th~' €'c-onomi c ana 1;'8 is of ~Hl!Y pc i vate power i ntlesltment in
Pakistan. The;.;€' assumptions concern 'lI<uiotw important aspects of the 11'1'arlt<e't
place, the pO,'Jer systCl"!1, and the im;ltituUonal setUlfi1. SOMe of lt~.ese, in
part i cuI ar to'l,e ilmpleiT:entat ion const ran nits, <He well reco"]nli zed!.

d. Generation Shortfalls due to ImpJepentation and Financing
Constraints

Existing elecitricH1r 3upply do!!:s not meet demand du:e to
unplanned outag~s of generating plants and the need to shed load as existing
capacity falls short of on-line denand. The chronic nature of this problem
persists as capacity expansion continues to fall short 01 demand growth. The
chronic shortfall in c"lp'.-.city Ito ~>eelt. boUu acltl1la] fO;Ul/-]ine) ared Eloltenttial
demand sterns from constraints on Ute Ifinatr,cing/resol1lrce moMlization
capabilities of WAPDA and Govcnnmr,:enlt. ~md the iim;plementaUon capacity of
iiAPDA. Government has serious resource' mob;; 1 Izat ion problems and WAP[»A ij'l;as
failed to meet capacity expansion needs dl1lring the h,Slt. p]ao perio<di. 'The new
draft 7th Fa ve Year Plan discusses tlh~~se Limi taltiolllS. T'here is no reascmah]e
seenar10 that provides for WA?DA' s h~!g»]eIl'liEmlta\tiion calP,acHy to groW'
sufficiently and publ ie sector lfill1larnciin9 to Ihe a~ai hibJle to both overcome U
existing shortfall and to f!!ieelt the ogn)wing de;11';,md in the near term!. if only
public financed and itnilpleiJ'lliented capadty happens, thlere win be shorltfaUs of
laroge magnitude ana long rl..arat ion. T'lhdi s: project, as described elsetoilhere in
the Paper, addresses both dirmensiions of this probleml. lit provides debt
financing to stimulate the oovcuent of pritlate equit;( reso\!Jrces to the
sector. The Project will also chan~e the regulatory and instit\!JtionaJ!
frarneworlk to anow private capacilty iimlplemenltation aUlld ownership.

b. WAPD!l. and GOP capacilty

As discussed all:vorv~, it is not reaH st Ie to hypothesize a
scenario under which Govermmen't and UiAPJO.!\ wi 11 have Ithe financiraq and
implementation capability to prevent, shortages in c'ap,acity over Ute period of
the next five years and beyond. ThlGs the need fOll" p:dvate power. ']"he
GOP-HAPDA limitations mmay easily lead, over the peric:H]l of the next five years,
to a need for 3,000 HAl of pri'/ate power capaci tty or ul]ore based on the al ready
planned for private cont ribution of about 1,. 300 W~ plus cOll'lpletiorti of about 65
percent of the public sector gools in the 7th lP'i 'Ie Y.~ar Plan.

'.il'be shortfall will be difficult to eUmiinalte, as dem~md is ever gro'lllling Cabo\Ult
10 percent per year); therefore, there! will ] i1k.ely h~:!' a cOGllthming need for
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private financing and implementation capacity. Th~s n~ed will, of course,
....;Hy with the spec if Ie i'tiC'!.ount of the c,apacHy shoE Han in ,'tny time- pe-riod.
It is important to note (as is explained in pore detail below) that the
"1COfl(l>11'l!C efficiency or aUractiveness of the flo,,", of flJinds from the project
1~1n facility will he assured by the fact that all private power projects wilD
he selected Cron the set of projects ~oihich i"i'a~:e l~P the least cost expansion
path for power projects in Pakistan and also by the fact that each individijJal
private project .... ill be compared against WAPDA's cosl!: of constructing the same
plant and the costs of other private paille! proposals. 'This projecl-~ analysis
(as described in the next subsection) will be undertaken In the con~ext of
least cost power ?lanning analysis iIlhere all plant investment candidates,
pUb] Ic ,tmd private, are {lnalyzed together in a total s~'stef:'h model. This least
cost planning analysis covers an i("1~p~)rtant economdic considerations for
determi ning the opt i:'":a! <}t>oeration expans ion path. Such considerat ions
i ncl ude facton;: J ike sr,ado... prices on forei<gn exchange, 10eal labor and puh!
ir:,pler'!entation constraints. '1fhe uun:portant point is that while the ifIAPDA-GOP
capEihiHty to Onanc.,. and iil"iplec;HeTllt ;'lJ~:,,*, geflcJrating capa:city will effect the
total need for private power, it will not effect the economics of any
particular plant inveslUllent once i It hM,,: been s:elected4 Consequently, the
economic analysis of this project can focus on the economics of various
representative plants without needing Ito consider ho'jol much, in total, private
generation will contdbunte. '1rhiis is:me ot the pri'Ja'te power investments being
part of the least cost expansion plan is outlined beJow in paragraph 3.

c. !atlonal capacity Expansion - Private Power Plants are Only
Selected if 'They :Fit the Least COHt pJan

Wl'iPDA no''''' has capabUilty to plan tlrte least cost capacity
expansion of the power system. ~nder the technical .assistance component of
this Project, this capacity will be strengthened. Existing systems planning
models and rrethodology will be itllH]li"!:entted, and sKU led and experienced
personnel 'Wi!] ana lyze all i~vestlf'Tr€'nt options, both publ ie and pri vate of
different scales, locations and tedll!l1()logies to determine the least cost
generation expansion plan. This plan ~ill he regularly updated to reflect
changes on the supply sije (as invesltrtl:ent proposals are brought forth through
the private power initiative) and on the de~itnd side (as demand evolves and
changes are made in ~he forecast). l"hi s forwardloolldng planning wiU also
provide information on the types, sizes and locations of power plants that
will be needed by the system in the future. Such information can be made
available to the private sector as a st imuhls for th.~m to corne forward wi th
appropriate investment proposals.

It must be emphasized that only plants which survive this planning process and
are part of a least cost plan will be selected for new pUblic or private power
plants. Moreover:, the least cost system operation and dispatch procedures
ensure that, once the plants ace in the system, they will be operated as they
can be best used, subject to technical constraints, and hence yield the
rnaxiJrnlurn benefits for the syste<i!'il. This means for example, that if a private
base load plant is chosen and built it will operate as a hi9h load factor base
load plant (e.g 4 rnininmlil of 60 percent: or greater - up to technical
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limitations). From the perspecti~e of econo8ic returns, least cost p!annin~

and system operation means that the analysis is independent of whether the
plant is pnhlic or private if costs MId ben,.,fiti; ar€' ""valuated with econom:nc
prices. Purthermore,this suggests that the economic rists are largely on the
demand side as is discussed next.

d. The Fconomic RIsk is on the De~and Side

The 1east cost plann i og and operations mif;t hodo](YfJY, to"lether
with the people and procedures to be strengthened by this Project, can ensure
that only least cost (in the overall power systens sense) private power plants
are built and efficiently operated by this prO)f·CIt. Ho.....e ...er, these people and
procedur~s cannot ensure that de~and will grow as projected; therefore, the
implications of higher or lo~er demand growth Dust be considered. The rea]
concern in the rnediun term, which th,11'; arhllysis addresses below, is lo.....'er
growth because with higher demand the shortfall will increase, the investments
will look better no~, and nore investment will be needed. On the other hand,
if growth slows, and capacity catches up to a no shortfall position and
additional capacity is still heii!1;g brotr~ht onstream, the cost risk is to have
partially idle capacity, for a period of time, and hence lower economic
returns. Therefore, it is useful to examine the impact of this possible risk
in Pakistan and what it might rrean fOlr a part ict~lar plrivate power ptant
investment.

current WAPDA system capacity iro Paki stan is ahout 50, son ~f..; whUe aemanrt is
growing at about 10 percent per year. Therefore, just to prevent the
shortfall from increasing, new capacity of ahout 550 ~rll'l must be added
annually. However, assume by sone ...eJr1 unlikely set of events that capacity
was installed quickly and the shortfall vanished. That is, assume the system
is in balance and gnndng, but suddenly demand guy..th decreases by half which
means that only 275 MW of new capacity is needed for this year. What does
such a scenario impJiy? Comparing thiH 275 r-l}; .."ith the size of the plants
likely to be cOfllmissioned (SO to 60(]l ~<l;H') suggests th,at in the worst case the
start of major expenditures for plants in development will be moved back and
that olants coming on stream will run at less than planned capacity for only a
few years until demand quickly catches up to supply. Analysis presented helow
indicates the effect of this condition on the economJc return.

4. Economic Analysis Approach

a. Power system Scenarios

In the decision process for actual investments under this
project, new investments will be analyzed using complex power systems planning
methodologies. For the purposes of this paper such procedures are not
needed. A~ this stage we are not concerned with optimal selection of
particula~ plant investments but rathE~r indicative measures of the economic
returns dnd ~hether these returns surpass reasonable targets for investment.
Estimates of such indicative measure,s can be made by examining illustrative
plant investments. Given the extreme current shortaqes present in Pakistan
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~\nd U-,o oal;<Jre (): tht- CU(rc',lt pi.iH)!tf;: i It; the sy~,~:er1:, Ithl!:' roc,,~s :r>lhmdd he

prim~'Ulrily on base- load and int.":rv'.edi,,ite h),1(~ p'<HIi~r;:. Ho....ever, ttt\~~ 'iJna!ys:i1.:;l
also considers peaking p)",lnts:. '''trJes;y i Ihl:s~_!at ive 5'l'f<lnlt irwe~~trr~ll1!tts an!'
consiidt".red in the context of !thr,,:N~ pO;f,siihl1e p("'loi'er r};!stt.e~, conrlitions a.rr~'livmed Ito
prevail at the title of 'Plant COl"'t,·'d;s;~,;;jlC'Jrt1Iun<'t. "'Ch{~s:e'1!n':

Plant 011Ji!"rate-,-; .in,. Systen, t;1) ShC1Jritage r,,,,hiclh, ,~tlistf, fij1f(f

ye£Hs): U"U" sHunthofl; is caHed Cc.'i~;:':; li or th.::" "s:lhorlt'"
case.

Pl",mt Operat p sirr1l .'f SySitf>i" ~n A:)~"'lq:1'1'~e (,,.hi:r:h, ~~,;C"!;~ilrilS: Ullll

h,3!],i!oc~l: Ubi I; :gHt~EtU{'"D1i j,,;: (~dUed "'':",),(; •• 2' 1M lthe

"'bill ):tncedl"' ca.,;:",·.

PD~"1nt OP"2'IUillt",,:.;:irn."" $.ys~;",c Ith;lit ii:i" blfiteny lion']l (Su:It?hJLS

:generatuQl'1l !.ry,r It ..o 'j'e"HsP; ~.ht3 ~j~~;tLtti(H. is <Cc1iiJed Case
l or the *Bo~q· case.

Obviously, gi~Jen tit!" C'LDu.r:nit :fiH,U;illU'o>li1J nt'! Pa>ikuslt"m, tlhe most H,~~",'aln,tt: context
likely to hold for the near term is (~se ] which is r~ferred to heJow as the
base cas'€'.

Although a wide variety of plants will b@ proposed, there
are a limited number of different types with regards to th~ir operation in the
context of the avera) U power syslt,eC1l: «u.) lb<lse load plamdts \lr,hich operate
almost contimuU:', (Ii i.) pe,alkinq pD:lill1iitS "Which operate d\'~ring the peak dem\i1lrtid
periods, and (iii.) co~bined cycle plants that operate during intermediate
peak periods. Pr.oposed plants win fi <!J!i;.nerally filt into one of these categoJries
with the major differences being size and type of fuel. In the representative
economic analysis presented b€'~o'1oo', ltlh~:, spectrum, of p<CJ;ssiitde private sector
plants is covered by considering the follOWing plants:

"CJ

Combi ned Cye] e fJS i ng Di ese] (HfSD) - It hi fee 30 MW.

Combustion «Gas]1 Turbine using Diesel OfSD) - 20 MWoD.

The choice of these representati'le p]clnll:s, thei r capi tal and operating costs,
their operating schedules, their benefits and their genera] use of and need
for inputs was made purposely to be conservative. Por example, in case] 
the base case, the generation shortage is expected to continue for only five
years and then gradually disappear OVE:r the next fi~/e years, while the
analysis covers a 20 year time period. In addition, plants that will use
natural gas or that will cogenetate are not considered because their econo~ics

,07i11 be more attractive than the plants examined. Al11olther- iEniporftanlt exam;,p]e



is Ith.rlll th(' ("sUr',al(>i; of U1(> Ib{~31"!nU;, llH;(>i!! eH"·~O~ ~}y it!f1lt"'t((l;,-t!tiio~n

:st<lndiH'ds. ;:led:rlcity t<lriff:s; un Pitlki"'~£Hu ,;:~:r .. qu~it>!}· :t~;,;'1 and lthe
Pakistan-specific ddita needed Ito! ('nll i~it,)!lf"C the .... it EniW~lfl:(:S~; b. p-.a:y «WTP) ~n

vahne of electdcHy <It'<~ not i:Hvdn"ibh:. 'Tlhere-f(~rlf", i!qy;.o; ~or ...h.adt IJl'a'l b-::
considered rdnirouJt:l} t:1P' arifr m;(>rl! J!ilUU!'a" Uv~tn; t~~i!tlJ'j lruu"]hel!' amO~UilrlJlt:iJi based on
extrapolations fr'/i'i'l other dev(>~oiP'fing lr:o~H·,Uiies. Htmc.... , !the .esIl!1Hs, ...hHe L']jc<)!t

he-iog ~orst C')"('!,F1present !<".,f'iH tH)t!Jil'iJaS on the eCOl!1J.fJ-C1,nC rates of J!ell:t»rrtni, anid
'the h~sic p'iHiI:1:et('rs \,s""d jflj the <HlJ,~Dysis ca:~ wyry e,'l;,,1ty H:c' ,)J)te-red to ohtahn
hi'Cjtjf:~r resul'ts.

rm'thennore, it :shOiUlh~ be nolted ltr,al+. Ithe ~COl!1"')i:'CtiC a\lli,:l'D"!sli:" [J'r.::sel1tt,oP.d be-]o..,

('s;th"ladtes the :r(lot~Hfljo~'; '!'not Oa1iDy 'O>tni Uti!" cc1'p,it<l~ !C(liSlt of t'_h~'J (j.:>n"'O'ltattioU1; pBarlilt 1h:J1t
.i.>l;r;;o on the i1f::'COFpiH'qDlf,g 'traHr,:S';-:J11sif);n<0JU'J alOirJ) ,[~k;:ltdh;;rt,uOtrJi (?'1r5eOt), capHat" 1i'his

approach reflects t'!',,,, n\lli~llU·:Ji.j"j;Dih,nHy of !~n'\'H·HtI::'ra'tEo"r. e)irrbdJ T&D capH-:rH i!U1; !U\lalt
each requires the oither !to sUDpp,Dy ~D<t'I:-td ..;-Hy ~e;<celPt'; ..lh-e-n the 7&1) capital

expefHHtilDT<e' is deli.:-lNz sew:'r<1!D :i'et~r:5; f~Hii~u~J th~': gene'lratii~'}lOi Sih"H'"lt':'').'jle perio')).

c\.() ~Lj; t ~~----
'TheC-i.tlpH.,-1lD, f·t]~n II qYJ}R;'lf::titi!'1<':l' e'tllbd f'1IEtUnlten,?H\ce- costs II.lIsed in

tl'H~ -Mllalysis ·ilire bilise.rjl on t~Hee 50~nll''C'P:;J,: n.)j the D1rng:mlt dalt,'$ fOlf rowelf systeml
plam1l1ng work dO'1ie iby 'tlhe \rQor]il1! ~an~: '[or ?aYdsltdilflliitni D9;lB;6, 01.) <lilfl:Utniltelfmd
World !!Janik 17ier:rorana'l1:!71 on typncaD Ccf.»slts of pO.... ~'-"1f system cornpolfll€:tnits, il:tnid (iiiL)

fio?ncia] data sll':b,r'ln'tt'€'d on pr'Qipose-di plf h"<:\tlte ge-tniN'atiiol!lJ ~rojeclt:,,:iin Pakistan.
The supporting anl!1Jex [or this anaDysis prese-nts the- fll.ll)l re-ferences for this
data and a table -....hacrJ cOr',pares <rlJililta hour" each of Ith,e-se SOIi.HCeS wiith !the data

used in this iHlIilIBysis. 'Uhe ;p]anlt DOv::tdi fact.or-s IlIIsed ,;He: 60 percetnitt for !the
base load plants, 'j,1IJj percent f<Oil[ :tlh:e «(:<1Jl':1'huttliedi cycle, €H1.di 2'5 pelfCetnit for the
combustion turbine.

"J'here ,:;re !three tty~~~s of benefilts from itni\."estment in
electric po-..ler generati,on i:ro P'a~:isltan~ '1I''W'o of these are Otni !the demand side.

"il'he lEi rst of these ii s the Iheoelfiilt .illss(»ciatedi 'W'H h e] ectt de iity cons\lIImplt:ion whem
the systeliil is balanced! «i .e. <"i:hen siUlpply catni meelt tlh.ie' demand) as iil11l Case 2 or
dudnq off-peat. 'gen"2~aUon {Olf the "sholf!t'" case (Case No. ]». 'Fhe !benefit ~f

electricity generated in this case is valued at the ciUlsitomer's willingness to
pay ~here this W'ii"P is JiJi'Cjher d iLllril11l<!] HJ.;~a~: p.erillJds whel1l electricity is ffiiore
important (e.g. lighting during dinner).

The second demand side henef it !'esuHs froIT'i avoidi n9 ot!Jltage costs Olr, in othel(
words, frorn the value of ~eeting iUlnserved energy (U~) which could not have
been llT,et 'Oi'ithout the invest[!ient. "1l"he valiUle of rUlE: is always highee than
'Oi'il1ingness to pay as it incorporates the value of nlot !being cut off or denied
electricity. For productive iUlses, the valiUle of meeting UE: is based on
avoiding iE'I1portant losses (e.g. !i01ateJriial wasted# lost labor and equipment
productivity, etc.) 'Oi'hen electricity ils cut off (an Ilmplanned oull:ag.a- O)]!" load
shedding). For consumptive (household) uses, the outage cost is based on the

.1
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high premium consumers would be willing to pay to avoid! the inconveniences of
outages and of having access to non-interrupted electricity service. The
value of UE has been consistently fOUIf'ld in numerous studies to have a much
hiqher value than WTP.

In a -short- system, there is a chronic situation of unserved energy. In
addi~ion, it is important to note that even in a ~~lanced or *long* syste~ U~

can occur and there is a need to meet UR. UR occurs in *Jong~ systems because
electricity detTland varies <.ontinuously ddring both p,eak and off-peak periods.
Outages (UfO can only be avoided by hclving the technical capability Ito
instantly respond to load variations. Both combustion turbines and combined
cycles have such capabi) i ti~s and, th.Hefore, recei V,e- credirt for meeting UR
whereas steam turbine plants (once their sphming reserve is used) are much
slower in !:heir start-up and slo,.,.,-down tirn:e:1:: and hence are no": well suited for
quic;'; adjustments to the ever chan91n~J dewl'ilIndl for poW'''?r-.

In addition to the two demand sidle benefHs outlined above, there are also
supply side bellefits when excess capacity temporadl:~ exists (the "'long* Case
l). The supply side benefit for the -long'" case occurs because of fuel
savings. These savings vary with the type of plant and its fuel type. The
fuel silivinJs come from runni~g one plant because it is more efficient than
another plant which could also be run to meet the sa~e demand.

In the economic analysis, the hene[it~t (and costs) of the operation of each of
the four different representative plants is estimated for each of the three
cases: short, balanced, and long. l'he total ben~~fjlts for each plant under
each case is a function of '.hich t}'pe of beneff its an: credll ted for which
segroents of the plant I s <generation. ttPor example .. the generation of a
combustion turbine under the short and balanced cases is valued at the cost of
UE. The generation of a base load plant using either coal or fuel oil under
the balanced case is valued at the average WTP whereas under the short case 20
percent (peak generation) is 'lalued all:: UE and the rest at :werage ~IT'P. This
approach captures the essential il'5pects of how the plant fits into the overall
operation of the national -gno. 'Jr'he annex provides details on how these
benefits were estinated.

'The willingness to pay estimates are based on work currently being performed
for the revision of the Rural Electrification Haster Plan for Pakistan. The
average WTP used is about 2 Rs/kwh or about 0.12 $/kv..h; the WTP by sector and
for peak periods varies from 0.10 to 0.15 S/kwh. "hese amounts dre quite
conservative as, for example, a recent study in Bangladesh used an average WTP
of about 0.22 S/kwh.

'The cost of unserved energy is based (Jln a study performed under the USAID

Power Distribution Project. The cost of 4 Rs/kwh uSE~d is a recalculation of
some of the basic data provided in this study and is a lower value than any of
the results presented in the original study.

The value of fuel savings, which plays a minor role in the results, is based
on the differences in fuel costs between coal, fuel oil and diesel.



Table I presents infornmtion on the e(~onorciliC' nntten'hll ralte of reltliJlOll for each
of the three types of plants «i .e., h~_se, intermedj'llte, dlnn peadlding plants)
considered for each of the th~ee posslibJe power. system cases (i.e, ·short·,
*balanced* and *10n9*).
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]'AKlS'l'AN

eliSE: ]1 II ()\SlE: 2'
!!VSPE c;~s at« '*» II "'lb-a]al11ice,rlf'" Ii

"'slhort'" II I
1- S"rEAH "ll"UP.:BWE:S II II-COM. n 21 't II ]1& ~ II

*6 Fuel on 11 31 '~, 11 2'2' '~, II
II Ii

2. C01'nBU~E:D CYCI.E: II II
Diesel nOSD» ~ 12 1, 21& ~, II

II II,
OOl~BUS"I'Im~ "J'URBUUl: II II...

Diesel «iBSD) II 1816 1, II

H: t
2'(!JJ 1,

(*) Case I on the BASE CASE represents the currel11ilt $;nltUlladtiion where the
country has insufficient pover ogeneraltiofll capacnty or is "short- on
power. The base case is the urrI1)S~: relevant picltllDlre of tll1e ClllIrrefllt

situation.
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6. Discussion of the Results

"['he results of the .;m.aJlysi~): iln~Hc~Iit.~ ltlttalt It!hll!' plfl!')Jvti:il:iioU1l (jlf

additional <jeneration is very aUractive ecolnoITHucaHy. UJiU1lder It.he h(il1se C<i:lIIE'l!J
where there is a shortage of generation capacity, the representative p1ants
have- unbarna] rates of return U~IRR» r,iHlgiLtli"j fWl111 21 to li1:6 pelf'celilltt:. 'T'aibJ]e]
presents the EIRR for the (~ur representative plants under the thr~~ case
situations. The u:nost rele......mtt <Oil' t,a~>e case for the term, of this plf,1>jjeclt is
the short case hecause c<)paci!t1 jj:i:i: nlf.~eded no't 0:1;11' to I1H'et the cUJrrelT\llt
shortage but also to meet a 9tt'oW'ung derrt'\"H~tI1i.

1he hi<jher returns are for the pDants that g~nerale a larger percelT\ltage of
their power output chJld.ililg t~1\(~ p-e-:ilI~~ p~~riiod v.uhen the v~)hne of power jis the
hi<ghest.. 'The ret~Dfns to U"~eetiin'9J "'un!:.erved energy'" ;fl;C, ,d!~scm,>sedi above are "Ie'!,,!
large as indicated by the returns for the co~bustion turbine (eT) peaking
plant whose output is valued entirely at that or unserved energy. The
cOJ"1bined cycle (CC) plant Sltij(Qi;,,;'.'5 ,ill sirnliiD.alf rettHn to, thaI!> of !the CT' hecal1lse a

large part of its generation is aDso valued at unserved energy. The steam
base load plants hiWe the !«:lIloCer lr<!!t.\!Hns: ItIti,mL<g)lh, sun vNy aHracthc iuecause
relative]y Jess of their output Is valued at unserved energy and most of their
cutput is valUled at aver,?jqe ... i U Inq,nt€!ss-Ito-P,:lIY «u-n?».

an thl.s analysis, tane average W'JJ"P ItiJ~1;$i heelf\! estuD1:atted Vf:'B:'/ c'onselfwatti!veny.
SmaDD increases in tlhe 'W1!"[» loCo~u]d i£'uihsltallliltiaUy raiis~:!' the returns. The coa]
steam plant '1las !o'Weir Iretufns tih:an Itlh)(!' flllle! oU sh::2bD1i p]€hlfillt priimadDy because
of the high price «$04'5!rrnt) of coQl,'bl Rn:s\ed!. 1D:espiilte thiis: high price, a coal
plant is sO III ..m attract i ....e I n"Jes!tm>e'nlt"

Under Case 2, the balanced! sn ll:~JLllltii<clJll1l, lUte re!tlU'ns are sii B] atltJraclt ive. T'ne
reituHls are less than-: ill1l the slhJolrlt case hecatrvse only the C''li' receives
sllDbstantial credit foc rneetl:.nnq, IlIlnse!l'\I'edj energy. '1lI!H~ tiiMO !base Boad! pJlilinll::s'
returns are ba!::ed soleDy on Uue COll1ls€'!I"valti ve ]e....e] I(~f €h"Jelfage irIJ1'lP' W'llblicn ii s
about Oull€' hal f of ltJne va hue of m:eet ii rrll'g llUU1lseJrvedi eU1lerq,y. 'Ji"]h1alt these plants are
still attractive is evidence of the high lfeltllll!l"nS to electricity generation
overall, 'Whethec the plaInts are pullJJlic 01[ pdvditte Bilwesltmenlts. Sl!J:ch reltlU1rn1iS

are the justification for the DaJrq,e ilIJl:110Illlnlts: of lPllIlbUc ill1ivesttrnent iii] this
sector. 'The CC plant has a higher !:eltul"n than steillum plants: s:ince itt is
designed and used for rneeti U1lg the hiiq,!hJer vahlle peaD; vowelf demaU1ldis. Thi oS is
becaUlse a SirnaU ill!r.1l0u.mt of i.ts OtUltPlIJlIt (conseJrvalt ively 5 peJrcenlt) is valued at
meeting unserved energy and 20 perceU1l1t at pea~; ~.ji''llP «wMch is 50% hi<glher than
average W'I'P).

Under Case 3* the long situation, the phmts: sltiH S:frH)W' returJ1ls in excess of
!'5 percent. For base load plants, tlhJe ]ollleJr rettllH~$' are dlUe to receiiving only
fuel savin<js credit for 2/3 and then 1/3 of their g€!neration in each of the
first two years. FOl[ the CC and Cli" plants, the lower reltllIlIrns are dllIle to ]o.'Al'er
operating levels of in the first two years. After 'the fir-sit two years, the
value of electricity is assurnmed Ito be the same as that used in Case 2. 1'fu;e
relatively srnall decrease in the returns is mostly dl1!Je to the assumption that
the ·lon9~ situation ~ill only persist for t~o years. As diisc~ssedi ~howe,

fuatvi!l1lg a long case last for miUTl}" more years is welfY unHlk.ely. JE:vellTl if !the
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long case does persist for tvo yean~., As di:B:cm~$t:!'~fi alhxf)ve, ll1:alvJillt9 i!iIDoa1:9 C'<itSJit&

l&st: for iJ'I'!lmy oore years is: very IUIJllJ H;(l'ly.. Even if lthe- llQJ#l)i!J cage does persil.glt:
for iJIcre years, it would take weB !'mJ<llny ye<lrs COif arnry of the re-tullra1:$ toO! EdU
below 10 percent.

"I'hese results are-, of cmJltse, W1[Y soe!nsiltiive to the 'J'ahul!!' of the electdcitty
based on either \-iTP or ~eetlnog !l»nsenred energy.. ']"h.= level of fl!l!eD savings is
fH)t ve!'yh~portant and only kmlar91li naBy effects the tes!l»] Its f",r ttlh:e ]OTt.9 case
).. RedllJlc log the valllJle of um!eeting IUIn:9!erved energy tlWro: 4 to 2.635 Rs/Kwh,
which is the worst case, the reltllJlHDS decrease in pn~portt:iloJll Ito the r]iimt's
OllJltput meet i fl9 unserved! ener'f)Y. ''JI''he (']" plant slluffelrs: the 9l!'ealtesl!: dec] ine,
[rom 85 percent 11:0 ] 3 percent, sn rile€' a] 1 of the cr' ~~ OllDltPl!ll1t is \lIIsed to meetiG1\91
unserved ener9Y.. The returns for the' «)ltlh:er plants cr~eC'Hll1e as: (oJl]ows: foc
ItJue- CC fror:u 12 to 51 percenlt, for theflluell oH stearnl frll}ml 31 to 311 percent,
and for the coa I slteaOitl [rOD'lJ 21 ttl[)) 22 perc€'rIIt _ Despii te the severE!' CQd\lllctl:J on in
the \tahDe of ttJeetlng iUlnser"e(~ <energy, al.ll pJlanl'lilts st!:i.H lhiave rettl!1!l!"ns: alhove J:(j)
percent under the base case.

Sensitivity analysis cOrllcernil1lg the ave:ra<lJe UW''1i''F' is 1i1101t necessc?IJrY.. Even Ill1sin9
these conservative «JO'lM) v<ihu~s for the UW'~~P', the p.l1allllltts shew attractive E:JlRR'S:.

"II"hese returrns incDmlle the capH:aB :req~niire<i1 for the ltl!'ansffiliissiiollll and
distribution (''jj'',(H of the elecltdciity.. 'The TM) costs are abo\l.lllt: 20 Ito 3(]1
percent of :the total cost of eDectdc:iltty Jillll these e>l,amplles. 'll'i1Jjjs percentage
vades depending on ehe type ::.f plant arlldl the case. ftl'OJ! example, illlll the slh:ort!:
case, it i.s assllmled that additucna] "ll"I!.Jl) is not neede'd I!l!nltfil the fifth year
when t:he generaUon shortage lbe'1)uns Ito End!. Both Ulie huH <f\!m()iI!.1!JlI1t of ']"&D and
the el imlnatiofl of :the qeneratioru s!hitOlirttage is Ith:eru asslllmed tto take place by
yearHlJ. U\'ithol1J1t the ',[,&D costs, the reltl1J1rJliS wOI1J1UIl <llppeall" Ito be mll!l!clhJ higher.
WhOe it is possible tto deduct lLihie ':'u"&o:D costs fJ!'oml the end 1!IIse va]\lIIe «e.g- W'll"PJ
of the electricity iill1l on!er to p'erfOrlrrll a net-hact itifllalysiis: for gerueJraUollll,
this approach wOiuloattribl1J1te alB of the tuiigh !'eltlll1nlS to geneJ!aHon when the
supply of electricity is a joint p>lto<tlloct (Q)f the entiJ!e poweJr systerl1l.

The attaca-ued anl1lex pr~sents aU (();If tlhile' deltaJils «);f these analyses inc:nl!lldiin.g tlh:e
titrne stream of costs ,<,me benefii Its fOJ[ each plant IUUlHdeJr each case.

1. lRackqround

The Private Sector [l\QJwej[ Project win PlfoJ.'nlolte socto-economic
develop:rnenlt in Pakistan throl1J1gh Jincr-e,ii1serll electricity generatiol1l by m;olbilizing
private sector reSOlBrces. The private sector win lb~Ud, own and operate
power plants and sen electricity to U'iJAPDA/KESC s~'stt,el'rns under a set of Power
Purchase Agreer:ments (PPAs). "ll"hese PP1\s wiU /he of standard type (heloili 50MW)
and non-standard type (above 50 ~). A seL'l1!li-autonomlo»us division, PFD, in I-TlDFC
viII adrminist.er a multi-donor Filmd that WIn] finance )0% of the total cost of
subprojects. Beside the USAID grant 4)f $125 miUion, another $4)0 llTlUlion
capital is likely to be contrib1!llted to the Fund by HIIB aniJi other bilateral aid
agEncies. The sponsors' equity will he 25% of the tlDlta] cost af sunbprojeclts



-18-

while the remaini n9 <45'% capital re<!ui cl9'dI wi H h€' r.alsedl tliHm~g~ suppliers'
credits, international COrJltJ1'detciaJ IOMliS and through ]o-an/eqlUliity cOrlll:.riblUltUoros:
by Jocal OFls.

The local curnmcy requiremments are estbJat~d to he 40' of the total
sUbproject".s cost. or the total sponsoll's' equity, about 50\ U.e.. 12.5'l. of the
total sanbproject costs) wi 11 U}€> provl,d!ed by PalkistanJ.i im:;:lt:it~1Hona1 and
individual investors in local currency. The rel(:l~inin9 21.5\ local currency
requirefrJent wU 1 be "Jet as foHo~s: (a,) '9\ to be priO>videdl by the State Banll:
of Pakistan in return for an e{j'Jli vaJelllt aG,ummt oult ~If foreign exchange to be
provided by the donors Ito the Fl'.mdl; (Ib,) 18 .. 5\ to he "''"lise-d lthrollJgh local Dfl'ls ..

1'0 ~1ssess the finamciiaD viabU ity of the private se'cltor power
project., !the Internal R.at~ of Rehnn ,[ !~IR» for the total projeclt cOiUlld be
calculated!. However, ItMs approach n~qtilli res that!: a ] jist of possiilhle
subprojects (based on a balillnced! llnlii x ()f plarlllt size'S, capHa] costs,
technologies, fuels, Ufe of the p]aUllt, capacii cy facl!:ors, eh-:cltricHy pu::chase
prices, etc.) be developed. This 1hi1'pl:JillhielticaD list of projects W'olU'Jd be !based
on the assuU'llptiOJl1J ll.iI1at one SUbproject wi B] be approv1ed iUll 'lear], two
SUbprojects in YeDL "!I. four sUbpro]eclt.siin Year J .1lIl1ld the remaining fifteen
subprojects in Years . to 8. tl.!ISiUll'9l this list .il!mll Ulle li.mdlE!)f]ying set of
assuulptions, a sltlearlfl of cash f]~'s C~)illd d be project1edl and IRR cal c\\lIlated.
Because the cases '!<iere hypothetical oau.!y a crude' ]!R'IR' wOIUlJd reslUllt.

A more plausible approach, used! here, asslUlrn:es that t'hie project wi U !be
financially viable ii f each of ItJlle project· s components has an acceptable IRR.
This approach 11'4'101 ves detenrdniin91 Itlhi~~ :ralle of ret1lllJro of the project
cOUl'lponents 'Which are the subprojects cmd the PlUlrlld!. T'he financial viability of
the Fund can be easi Iy cetenmi ned by cmaly:s:] n9/ the projected sources and 1llIses
of the Fund.. To determine whet.her t.he SUbprojects m(:!et the fimmciaJ
soundness criteria., however. wou.hll Jre«:Dllllire a more deltaUed approach. First a
set of representative projects 1llIsin91 different f1lllels~ e.g. nat1lllral gas,
furnace olil .. coal, etc. would have to be developed. The IRR for ea~h

representa.tive subproject 'Would! then have to be caJc~»lated and results
analyzed.

A !feport entitled ·Case Studies on Private Power in Pakista.n'" was prepared
(under AI0/SI&1' funding) by RCG/Hagler Bailly, Inc .. in Miarch 1988. "ll"his report
presented th~ ·pakistan Private Power Project Financial Analysis Model'".
Based on this model, the financial anallyses of a rmmber of pr..:>spective power
projects (based on imported oil, nat1lllra.l gas, coal, etc.) in the private
sector 'Was carried out.. The mmodel sil!lliulates the performance of each project
under various operating, financial and fiscal assu~ptions and calculates the
Int~rnal Ralte of Return (IRR). See ~nnex z.

3. Financial Viability

a. Subprojects

"Ehe rate of return·calculations feu some of the



represent(lti ve imhpr'Ojeclts .l1ou~9 wi th the ~md€'rlyi Ill:.ql ~1iSmVl\1plti OlliS, <1Ife 91 ii vmru <lilt

Annex 7.. 'i'he- financial attr~vcUven<!'~s of '/}';'Jch repre·!j;i('Il1lIt.illltiive m.llH.prlOijeclt a:s:
calculated on the bash; of different e'lectrlicHy puu:dt.il!se price sCelflkll1"ios iiz
s~H'!;lj';I.j.ui zed in '1'abJ eo V-I. '1'he F'lllR'R of Ithe 12'0 mi dlu e's(llH projieclt. is as hi 91h ~1!S

32.8 percent in one case while th<lt. for the- 600 HW ~11ti n-fiiredi slteaml
turbine-generator project Is 21.5 percent.. A negative rale of ret~rn results
~n the case of ~1 conventional co.ad-fired pJaUlit. HoWeVN t tilt is expected thillt aJ

positive JlRR ~olDld re~d)t iUli the case of iii cO;£liJ-fiired I?BC plant «not
considered in the study.) Pyropo....er·,f> ..,UHirr.I!JIUlless Ito iiUlivest in Sl!Ich aprojeclt
attests to this belief.

Because of the wide~.preJtd lO.illdl ;r,:lh</Nildnlfllg the-re is <; shorttfaU of approxirt'uately
4,000 HW of generating capacity which the ,)P expects wi]] be met throl!Igh
private power plants froD!! 199$-98. '1lhdis fruiil!Jlh V!1iatrlbe·lt potenttial, coupled with
the incenlti'les being offered hy the GOP, has altlt rdctedl pd vate sponsors who
are seriously considering making invest~ents in the utility business in
Pakistan. 'The ir"~enltives being offl\?'r~f:',dJ iUlichJlq)e- the- e-XNlpttioUli of power
qeneration equipJilent frog'!:1 hiporlt]evfiq~s and the GOP's died stOUli to treat
prllvate power ut i lities as an iinrlluDsl!:Iry ItJlIllJIS aHowiing them the f ns:ca]
incentives that are available to other industries. During iUliforma]
discussions, the GOP has indicated IthHtlt it win cons..nder a rate of retturn of
up to 18 percent whi He negoti.1ttin9 1P'IP'J~$. J?tlJrltlherrnoH~, sioce the draft
standard PPA cal Is for .it ltake-or~-iP'ay type ptlJrchase anarngement based on at 60
percent load factor I rnillny spom:;;ocs an~ hopeful that they may be able to earn
rates of return on equity of 2lQl percelbtt (or even higher) by ope-rat iog thei r
plants at 65 or even 10 percenlt of ca[~aciitty given It he ext reme shortage of
power exist i ng today and expected in U:he flllltliHe. Th<!?':i rr.vo] vernent of
Multilateral donor ban!k(s) and biDateral aid ,agencies has also reduced the
perceived risks associated withinvesU:m:ell1lts ]n this :sectotr. Last, b!ll!t not
least, the draft PPA lI11akes a provi sio!l'b for ammnaJii ncreases i Uli power pri;:;e~

due to increases in <:>peraltifli9 costs SQDch as fuel, ]albor .. interest charges and
general increases i.n the consm:r:er pdce index. AU these factors combined and
the attractive rates of return Itlhatlt are expecl!:e-d from slUlbprojects have drawn
the pci vate sector to invest ill1l the tlJlI;:U i Ity b!ll!siUlieSS in Pakistan.
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1Jahle V-I
financial Internal Rate of Return (P'HlIR) 0111 V.;:u:iotUls

Representati ve Prj vate Power S~»b··Projecltg

~ Descriptio"!.

1. 120 HW Oil-Fired Diesel
Engine system

2. 600 HW Importer] Oil-Fired
Steam Turbine-Generator

3. ]0 m: Gas-Turbine Project

4. S5 MW Coal-Fired Power Project

p-n~R (\;-
Scenario J S4::enado 2- Scenario :3

23.3 32.8 141.0

D.S 21 .. 5 1.4

1!1/ll.S )1(lJ.3: ]:2'.2'

-6.2 -2'.6 -10.. 1

NOTE: Although a neg.::ltive ratc- of r~turl1l res~o]ts in the case of a
conventional coal-fired plant, this is due to the relatively high
electricity generating cost of this projecl!:.... Only at COtTl,bination of
higher el ectricity pd CE', highe'r capacHy facltolr and more favoralble
tax exelflliptlons could llmll1lli:e this project financially aUracti vee ][t is
worth noting that an Aur:ne-dcan fi rn'll (namely pyropower», which :i skeen
to set up a coal-fired POC plant, est:irJl1!ates an attractive FIRR at a
purchase price of 5.4 cents/k~h.

Assumptions:

L The
2. 'The

a.

b.

c.

life of plant is assmm:ed as 20 years:
purchase price of electricity is assum~d as foHows:
Under Scenario I the plric€' during years] to 10 is 5.. 5 cents/kwh while
during years 11-20 it is 4.5 cent:../kwh
Under Scenario 2 the priCE;- during years: 1 to 10 is 6.05 cents/kwh
while durin<J years 11-20 it is 4.95 cel1lts/kwh
Under Scenario 3 the price during years: ! to 10 is 5.0 cents/kwh While
during years 11-20 it is 4.10 cents/kwh



~fhe P'und ....U! md~f1idl to the- Sp;Q)fIl:Hiors Il),f the Slllllbplfojecl!:$ att::
an jntere-st rate of 14 percent. Th~ inlere~~ iocom~~ ~nd subproject appraisal
ftI.~~s: wi U. 81'Jore thiHl covet the cost of debt. s(!'l!'viclitni«Jr and ();perailtiinClJ lC'xpenses of
the Fu~d. "I'lle excess cash in-fhl':.t's ~j!) rem~llt in tht!!' accunM~~.;'\!ltiiOil!ll of
reserves that wi H enable the ttl'umd to lend out retfJ\QiW's aDlld f hll,mce I!I'1ore
private sector initiatives. H <lil!1id wlhieUli it is ~19re-e'l!'1! to iCooverlt til>Je Pili) JUliltO
an aulonou:TJOUS financial instHtUll!:ioll1l, PED ....HI umdeJflta~~e- eqijuHy parltiicipaUon

in flUtm:e SUbprojects UnolUgh Ith~se <lC'C\iJll1'1uDatedi resl{j1rve's. T'he &f\iJllllid! is clearly
a r.eH-sustaining and a finaocu.:lID tty l,7ji>illbDe jjti~l:t.HU!U(l)!f\I. TabEe \8-2. €'xcerplted
fro:rn the IWB staff A!)praiisal ~€'P'O>!l'lt# <gliiv.es .Ii forecast!:: (f)lf SO\inc-es and!
applications of Punds.

"Ihe initial fiOlllf'Ce- of iocott:':e Ito the- "[J'lImrll \)HUE /he capH:.d] radised by the donors
and by cOliUmHU'ileillt Ot' nOlan dppr~1!i:!;:,rlln fl£l'eos~ '1J"Ht~se aruf]«}W's .... iiU adieq~alte]y cover
PEDes initial operating expeoses after dishurseme~ts to the sponsors are
made. ll.ccordio9 to U1Jil~ WB esltitnkldtes, dmring the first ]l!)J years of the project
$354 [::Ii U ion would be lre-cyC'D ed ii olto Ithe f'und O!f\l iIIC'coU!ntt oii oteJreslt pillymenlts
on subproject loans. 1m additiionaD ,illln>nuolt of $Jl3 mlnuoo wotu]d be raised! homi
debt servicing when the slUhloans slt.aJrlt '!Jetting repaid! from year 9 onward. It
is e\1ident that the operaltinq e:;';g1J'i"mses; of the fund! amoU!oltiing to $2:0! lTf!il lion
wU I be easily trmet frolin these SOiunces of funds and (,evellll after delht-serviciog
of wm and other bi DateraJ loans)) .... 1DD Deave a!f\l e:;.;lt ra $2'2:8: mii] Hon "'s eq\!liilty
reseirves. These reserves wiD n he re-~~haa1lfitenedl iotto fU!lt:mre priivate sector
energy projects.
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TaMe- V-2
SUKHARY FORECAST OF SOURCES AND APPLICATIONS or fUNDS (PI89-FI98)

(Source: WB's Staff Appruliisal Re/P'O'rl 0G'11 ltUue' Projjectt)

USS tU1Uon~urees of pund!,

SO'iJrces of Jolt ian Capi tal «S\UlbtiQItalt»
capital Raised by D>onors ,.
commitment Fee
Appraisal Fee

Reflow of P~nds (S~btotan.

!nter.e~n ltncoL11\e
Interest Capitan~2ed

~epay~ent Recei~~d

Applications of, Funds

539.'5.
S2l!lJ .. 1/.li

')'. '1
]J .. ~

~U$.)

]5~.D

SU.2
D.I!JJ

Rs KiUion ---.!.

9,442' 56
9,11(1]10 5.4

HlI(I]j ]

242 n

7/, J2'U 44
6,197/ 37

8'96 6
:nlBl n

U6,7/6J: HUll

Di -<::bu rserlilents
Debt Service
Operating Expenses
[Equity ResePJes

52101 .. f!}J 9,HH1J 54
UlB\9 .. 7I J:, .)2'0 2'0

2'0 .. lQ! 35lOJ 2'
:2'2'8:. 2' 3,993 24

9571 .. 9: 116,7/63 H.liO

* The HB estimate of the capital to be raised through ffi\Ulltllateral and
bilateral funding sources is different {rOll'll IlRSA!lDi estim1ates.. &Bowever,
since the total cml'crmiUmelf1J1t ""U]J !bee-om€' c!e,EliJr ,after some Ume only, the
numbers llT:lay he It rea ted ,{is i n ul~ttlfalt ii ve al!:. pce.s:ell1lt.



The Proj(~ct is unlikely to have any siqnHj~.:anlt immediate impact:
on the esrmploYQ:l!ient of 'Women, since thE!' power sector I.s heavi]y domLinated
by UIiale !Tnanagers and skilled and seCf'Ji-skilled ....crken;. However,
ew;;ployll!le'll1It opportunities are Hlkely to arise for W'omeU1l in the secondary
indllRstries that wi J J he aU racted to new power p]an~: si !t.es:. Increased
faa'tlUy incomes that resuH wil] also benefit WOF:'1ien.

~wor:len \011 U benefit horn the addiltional po~er generatted by the Project.
In the home, additional power wiH be avaUable for cooK1ng, healt:ing,
cooling, etc. On fan1lis .. ~",()srmen "'7U J iI)IQoef it 'NUn: thedi I[' farmer husbands
from the increased ir dgation IT'tIElide possi hI e by el echH ied ttubeweHs a~d

by bein'!} relieved of the burden of carrying water great distances. Other
BabOr-Si\'1 Lng devi ces fi'<lY a ].;;0 Ihi!:' i n!!: rod~Jced as a re~nlJ n of
electrification. iiornen in busiU1l,N):S <;,gil]l henefit [rlQILTI! reduced waHin9
time for power hookdps and reduced looses due to load shedding.

In general it is expected that the P~Dject will have
on women ha development .. 'whi Ie ',.N)['!1!:eUll of it D.J ages a mil

potentiaUy benefi.t frOwn the P.r((JJjject's !r·~ajor output:

UllO negative impacts
classes wi u]

mOlfe power.

"one of the anticipated Project activitIes will have a
rne,emingful connection to the u.s. Gavle-conentls continued efforts, in
conjunction with the OOP, to curtail '()Pl\lDffi! poppy cuHivation ond the
processing of opium into heroin in1l P.i:d:istan1l. Poppy is grown in remote
mountainous parts of the country, whid'. are largely not now electrified
and wiH not Hlkely recei ve electricity as a res!!! t of project
activities. It is unli~e]y that any IP<Ower plaints wiH be propo3ed for
construction areas in which poppies are now 9fo'..m. Should this be the
case, however, the exist ing poppy clallllse ~ould preclude the use of AID
funds in supporting such a sUbpnJlje,ct.

3281p,3301p (sp)
(7/19/1988)
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2. 70L10WI~G ANPAC, AID/~ STAFF AND MISSION
RFPiISINTATIVE DAVID J03NSTON HAD OPPORTUNITY TO X!IT
FOR FULL DAY liITg REP!tESEN'iATIVES 01 PRIVATE U.3. !IE{MS
INTERIS'lED IN PARTICIPATING IN! FROGRAM. BASED O~ 'IEA'I
MElTING. A~PAC AND PRC MIMBFBS !ND MISSION
DIRECTCR-DESIGNATE JIM NORRIS (JUST RETURNED FaOM TDT)
WERE INVITED TO FOLLO~-UP M~ETIKG T~ DEVELOP A'DITIO~AL

GUIDANCE TO THE MISSION. THAT GUIDANCE IS !NC0?PCP.ATE~

INTO TRIS MESSA~~.

1. A~PAC MET ON 1 FEBaUARYIlITH ANE/PD £IJiEC'!;C:i: \{};NEZIk
C3AIF.n~G TO REVISW SUBJECT ?!D,. AA/ANI JULIA C:t;Hr~

SLOCR ATTENDED PAR~ OF TnE S~SSION. AUPAe A?pa01EL PID
SUIJICT TO G3lDANCF paOVInrD BItOil. 1B1 ~HfSICN: IS
AUTHORIZEI: TO PROCEED If:ITB DETAILED paOJECT D:bSIGN,;Orl'S
?P TO ~E R!V!EVED IN AID/~ IN TIME loa FY 28
AUTHORIZATICN. PP i!Vliw IS TO lCtLC~ ~ID/~ RIVIE1 CF
NISS ION'5 ENERGY SECTOR ST!lA'1'ECrT, 'IlIllICB WE U~~DERSTA~D

PER ISLA~"!AEAD 2165 IS ~~ow S:P-EDULiD TO ARRIWE IN !ID/r
WITHIN FOUR TO SIX .EE~S.

VZCZC iLC5?f ... -- - .- . : :. 1I.~-~a

R? .~"1 iF IL'e. i ACTIO. ~\li}'i._
~l R~E6C #fG41/01 a~5~115

zxa UUUUU ZZEi .......- •• -
Po 242102Z F1~ ea
p~ SECSTATL cASHEC
TO ~r~qH.S§Yj !n~AffJ,A£ArJ 6723
ET
UNCLAS ~ECiION 01 OF J5 STlTE 0~6~41

I

•

".

)

)

)

3. ~OTH A~?AC AND ?RC (WHICH ~iT ON 25 JANijA~Y) ~IP.E
MINDFUL OF THE PREC!3E~T-S~TTING ~ATUR~ OF T3IS ?aOJ~CT

AND OF THI NEED FOR FLEXIBILITY IN PROJECT D~SIGN to
PERMIT ADJUS'n1Et:TS IN RESPONSE TO IM:PLiMEtiTATIO~
EXPERIENCE AND TO BROAD VARIE.TY OF SURP:iCJi.CTS IN T:taMS
OF SIZE, TIC3NCLOGY, FUELS. ITC. AT TBi SA~E TIM!, ~CIE

COMMITTE~S FELT STRONGLY THAT CERTAIN MI~IMCM CONDITIONS
WILL BE NPCiSSARY FOR PiCJECT SUCCES~. ~C~T

SIGNIFICANTLY, CLEAF GOP COMMIT~jNT 10 ESTAB~ISH

INSTITUTIONAL AnD PROCED~RAL rRAM~WOR! DESCRIBED IN Tl~
PID SBCULE PRFCEDF PROJICT AUT~ORIZATION. SPI:IFIC GOP
AGREEMENTS -- IN ~F?ECT CONDITIONS ?RECEDENT TO
AUTHORIZATION -- WHICH MI~RT BE CCNTAINEj IN ~~CRAKGE OF
LITTIRS, SHOULD INCLUDF: (A) Essr~TIAL PRINCIPLIS TO ~I

EMBODIED IN EL:RCTRICITY PURCHASE ,AGREEMENTS
(UNDIRSTAKDING THAT EACH AGREEME~T ~I1L BE NEGOTIATED
INDIVIDUALLY AND CONTAIN SCME UNIJ.Ui ?ROVISIONS)j (B)



JNCLliSS IF1::1))

~~.,. \"tTTSU~I.,'1'I·T· ".F S":'~~-'\U'T'cuil"'u,nu' '" ~~'I~Hf\I'I!1l' S...·C""''''iiJ 1,.-, .. ,·1!"0·:.lW--ln..-:.-Jj.i 4ult'11"ij,.· "" Ii J-' .i.:\ ,'_v-Iv -w "'..... JL... ../tW! .• Vy~ ".'_ullilij 11

A!IILIAT3D WITE NATIONAL DEVELOPMENT II"AKCI CO~?CRATIO~

(N~FC) Te fIRVE AS CRA~NEL !CR U!~ID A~DrCTH~R DO~O!!'
fUNts (UNL~SS ALTERNATIVE M~CHA~J~~ IS C~OSI~, ~s ?~3

, " ?ARA. 6, ~EtoW); AND (C) EST·BtISBME~T OF I~D~pr~D~NT

ELICTRIC POVER COMMISSION TO ~TRV? AS IMP.t\RrIKL,
INTERMEDIARY PET~EEN PRIVATE POW i

• SUPPLIERS A9D
PURCHASERS (USUALLY '1 APDA) • DiSIGN 1I"-:OC!~ S SROOtE>
DETIRMIN! IITINT TO Tt1HICH IHPLI:iINTATION "<F T5!SI
ACT IONS SltOULD B! CONDITIOI~ PR'gCEnE~Nt '10 DIS! UP' <tEr.:!:UT.

)

)

)

J

•

-,

4. ICOtlOMIC POLICY CLIMATF: S3ccrss OF T?I PROJECt' I"
GENERATING PRIVATE-SECTOR n'TERE:ST A:.ID S:1"lffiJt!1'INC
INVEST~ENT IN SUBPROJECTS WILL DEPE:ND C3:I1' ICA1L,I C'~

OVERALL INrRGT AND fCONCHIC POLICY CLIMArr I~ ?A~IS1A~.

PRC AND AMPAC RECCGNIZED THJ!.T GRADUAL REiOR!'"':: 0]1'
ELECTRICITY TARIFF STRUCTURES .\~D L,'EVELS, I .E. ~O~EM~~n'j;

TC,ARD P~ICING BASED ON LONG-R~~ HARGINAL COSTS (AS
CALLED FOR IN CDSS), ~ILL BE NECESSARY TO PER~IT GO? TO
PAY ADIO.UATE WBOLISALIUlArrS Iro FRIVAt! PC'~Ii SijPP'tII~S

~ITHOUT INCREASING OVERALL SUBSIDIES EASED ON RETAIL
RATES THAT ARE ALREADY TOO LOV AND WItt BE ~SPECIA1LY

INADEQUATE FOR Nrw, BIGBFR-COST POWZR PRCJICTS.
COMMITTEE WAS PARTICULARLY CO~CE~~~D AtOUT SLO~~E5S OF
GOP TO CLEAR WAY FOR START-UP OF' TAJU!F S'IUDY O~ 'vi.'HCSE
RESULTS FUTURE ADJUSTMEKTS ARE Tu IE BASED. THIS.
TOGETHER '11TH RECENT HISTORY OF SLOW AND iHJi.D-1iO~~ JAT!.
INCRBASES OF LAST TWO YEARS, RAISES CO~CIRNS ABOU7
WHETRER THE RELATIVELY LARGE FUTURE TARIFf INC2EASES
WHICR ARE CONSIDERED NEC~SSART IItL IN FAC~ ~E
FORTHCOMING. (AT THE SAME TIMY. HOWEVER. A"PAC ~0TID

THAT GOP IS IN CONFORMANCE VI!H TARIFF AGREEME~T SPELLED
OUT IN WORLD BANK'S FIRST ENERGY SE,CTOR LO.~N.) ~EIti IT
wOULD HAVE BEEN DESIRABLE fO HAVE A SPECIFIC GOP PLAN
FOR TARIFF INCREASES IN PLACE BEFORE PROJECT
AUTHORIZATION, THIS APPEARS TO :BE INFEASIBLI, GIiE~*

TIMING OF TBE STUDT.

) 5. ANPAC CONSIDERED THAT THE MOST :rFFECTIVI LEVERAGE
•. , FOR TARIFF REFORM ~ILL COME nOM OV:ERALL MULTI-DO~OR

,',) :ENERGY ASSISTANCE PROGRAM, tED BY T:IIF ~O!!LD BAt~! IN ITS
.. UPCOMING NEGOTIATIONS FOR TIl!" INERGl SFCTCR II :tOAN,

RATHER THAN FROM ~ITHIN THIS PROJECT. conSE~UENTLY,

~\ ANPAC DOES NOT ANTICIPATE NEED FOR :PilOJI;CT-SPECIFIC
~ CONDITION PRECEDENT ON PRICIflG. ANY CCNDITIONA'LITY

CONTAINED IN THIS PROJECT SHOULD BE SPECIFIC TO ISSUES
? WITHIN THE PROJECT ITSELF. HO~EVER, PP SHOULD DISCUSS
~ MEANS BEYOND PROJECT BY WHICH MISSION WILL ADDRESS

PRICING AND OTHER POLICT ISSUES AND ACCOMMODATE TEE CDSS
._, GOAL OF LiMC PRICING, INCLUDING MECHANISM .FOR DlOt~OR
-' COORDINATION TO E~SURE CONSISTElfCY AND MUTUAL
., B1'

1/5 UNCLASSIfIED STATE 056041/01
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PPIeING. T~IS 1~C-T!rRIt A?FEC~~~ SaJCID ?RO'l~! t~~
it-":T~~J'CNl ?t'!~'g 11£ ~aFo.:TF;S'1J LA1'IT~)j, 10?U!USt}~ !]"!·n.s _ "', ,-

L ~i~~~Aw A~D INDII», TO !t3M NAir E!!ORTt Ia !~~ lAC. 01
NO.~-?ERFORIMANCE) tiITiiOUT AFFEC'IISG C~R LmiG-TE?~ L!~~!nG!

S~CTC.R DIALOmn:.

6. MANAGIMI]JT OVrRSIGHT ~ LACK OB' PP..IOR AID :EXPI:~nnH:r

.,,rITB PROJECTS OF TillS TYPE ALSO tED ~I\HPAC TO CONCLUDE
THAT :\~ UNUSUAL DEGREE OF ~Ar\AG1:.MEN'i ,~iTENTION iIit Bit
NICISSARY IN THE EARLY TEARS cr TBI PROJICT.
CCNSIQUEtiTLY t ANPAC REQ,UEST3 Tf~i pp I~CtUt;E 'PJNA~ ]101
THCRCtJGH MANAGIMINT llIASSrSSMl'NT APPROXIt';ATia.T T'YiC' tE;J~ S
AFTER STA:lT-UP or ~AJCR FIELD ACTIVITIES (E.G.A'?:.:RltfA1
IN COUNTRY 01 fA CONTRACTOR'5 CEISY-o:F-PAR~l). 'l~E;
RIASSiSSHF''''T VCULD FORM Tlif BASIS lOR ~ IiICISIOi}i (1)\'1
wHET!ER TO PROCEED FURT3ER WITH IMPtE1HL6N'l'A'1 ION, AurD l'HUS
SHOULD t:OT BE COMPROMISED :BY PRICR ?U1tnn~:J CIQlI1'1~:rr~B:NTS
EXTENDING MORE THJ1.N SIX ~Ot~TRS !ErO~D THl, l'H'IlE C'l!' 11:I£E
REASSESSMENT. I.E., THERE SHOULD BE NO S!SIT~!IO~ TO
INCLUDE TIR:1H.ATION AS A PCSSIlLE OPTION I~ rBE I'WI~r r!
LITTLE OR. NO PROGRESS IN EStADLISRING TBE EASIS r~):tt. A
PRIVATE POWER GENERATION SECTO~. (THIS COULD BE:
ACCCMPLISHID BY INCRFMI~TAL FU~IDI~lG OJF PEl V!TI-SICrOR
WINDOW CA?ITALIZATIO~: AND PEiASED OR SJEGMiHT!H) T'A
CON'l'RACT OR CON'I1ACTS t «iTS CI:iAR NOTICii to CONT'RJ.C'rm~.s

AT TIME OF CONTRACT S IGNING TBl~T' tATER PHASES vm.H..D
DEPEND ON OUTCO~1E OF ASSESSM!l:N'f. ) RE:!SSiSSf1E:~~t SHOUL]!)
INCLUDE RIVlEi1 cr ASSUMPTIONS U~DliLI][NG :I:IS,l~n! or

- PROJECT TO ENSURE THEY REMAIN WALID~ ~ND A~ U?DtT~D

APPRAISAL OF THE POLICY INVIRONXE~T, AS ~Ett AS CF
EXPERIENCE ~IT!IN THE PROJECT. AS NOTED IH PA3A. 5
ABOVE, ANPAC CONCLUDED THAT ONGOING EN~RG! SFCTOi
PROGRAGS APART rROM THIS PROJECT ARl: e1OS 'I' APPROPRIAi'E
VEHICLE FOR POLICY DIALOGUE. In TRIS REGA3D, TaIS
PROJECT SHOULD NOT CONTINUE SIt"PLI ';;'0 PROVID~ TA HI TFi
AESENCE OF PROGRESS IN STIHULATliNlG PRPIAi! I 'Pl!-ST~~INr ..
AID/V REQUESTS AN OPPORTUNITY TO SHARE ~ISSIO~'S
FINDINGS AND TO BE ADVISED AT COMPLETION OF ASSESSMENT
OF MISSION'S DECISION REGARDING FUTIHU: or PROJECT ..

7. PRIVATE SECTOR fjINJOli= ~.s SU~GEST!D IN PAlA. 2. _____
AEOVL, ANPAC VIE~S THE CliEdTIO~ OF A SEMI-AUTONOMCU5 ~
PRIVATE SECTOR WINDOW (PS~) AS A CRITICAL ~I~IY.UH

REQUIRIMENT FOR ACCEPTA~I!.ITY or ~ATIONAI. DIVrtOPW~NT

FINANCE CORPORATION (~nrc) AS PRINCIPJl1 CC'iJNT~rtPART

AGE~CY iOR SUBPROJECT FIhANeE. USE Cl~ PRIVATE rH~ANCIA1
INTER.MEDIARY WOULD BE PRIfIRABLI t BUT 11' I NFIAS IB1,1 AT
THIS TIME IT REMAINS HIGHLY PESIRABLE TO iNCOURAG~ ~OP

TO CPD.ATE PSV ALONG PRIVA'rF-SICTOR tH~IS TO t-:AXHjmM
EXTENT FEASIBLE AND TO HOVE TOWARD ITS: lWI;}lTUAL YJLL
PRIVATIZATION, PROBABLY AS A FINANCE FACILITY FOR HaOAD
RANGE OF ENERGY ACTIVITIES. AID/. SUGGESTS TEAT
TECHNICAL ASSISTANCE AND INSTITUTION-liIUILDING COt"PONEt:TS
OF PROJECT :BFDlSIGNED 'lOPROHOTE THAT OBJECTIVE,A"D

_ !HAT POLICY DIALOGUE WITH GOP EMPHASIl,E ITS IMPORT'ANCE
nOM T,RE OUTSET.
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? !lfi!H1IIVl rrNA~CI~G MCCHA~tS~S: At ~~~ !A~2 ~I~~,

AII/\ SUO~!STErSAT HI~SIO" CAR£r~Ltf CO~SIt~H

il\1t'E~~ATIVE~ 'to UllFC/?Si"i OR AT JL,li;;AS1' $JPPL2~!l:~iAal

MICHAf\:lS~S FOrt FLEXI :3111TI l,~ SC:B?ROJ'E CT' FIlijANCJr lI;G US! \li~

AIL Fm~jjS. Ut~!;i~STArfDING 134\T IrISSION BAS AtiU.ADY
IXFLCRED J& ~~UM;ER OF POSSIBI1I1IiS A~H) TE'~'!' ;~CEU~D BA"~

IS EVIl))i~~TtY CCMMITTED TO PS~ APFROACS AT 'iJE IS 1)(H~'F',

AID/\i STIL1~:ZtI£VES TaAT PP SHOULD EXAMJ~£
AtTIRNATlifS. PRC DISCUSSfD AtTI~~!lIVES :UC2 A~

ISSUANCE OF llUPEE ANDloR DCL1A3.-nWOMIMl!T!D 'D!;)£~U'F'ijE\J!1~

BY ~UBPROJECT SPONseRS GUARA~TE!D BY AIr, fUqCf.ASZ OJ
5UEO'l.!:llINATi,D DiEFNTURIS BY AID l"OR tJtTItM:Atl~i,-~A1:', 1:'41':0
tC~!5fIC/INTERNATIONAL CAPITAL MA!!ltS, AID GUA~A&TLE C!
ItliTERNATlonAL M;a;RCR~.~11 BA~! U~1}~R,,;raITI~G OF ])EBT/i,~·ijjiIlr

I~STRU~rN!S A~D OrR!R FORMS CF CAPI!!~/rl~!~CI~L ~AR~I1

INTERMEDIATION WHICH COULD DFAt jlTi[ INVESTORS'
U~DFRSTAHD!BLF RIS~ CONCERNS A~D FACItITATR DEVitOPMZ~i

OF srSTAINABLE FINANCI~G AaRANGEMN~fS TO SUPPORT.
PA~ ISTA'. E~ERGY SECTOR DE'ELOPtll.m~T. ,weR E:X.etIMlPtlt. \-iOJtJIl!
A PROGItAH PARALtILl~G THE HC ~rtJt;unSIl1 tiAtI' SL~5~! HJl

SC~E I~STANCES1 DISCUSSIO~S WI!i u.s. PRIVATE ?IiMS
HunCATE 'tHAT Tft! COiNlCI,PTS or U.5. GYU.\P.iU~1"~r OR
COM~dE!lCIAt RISt U4suaA~~C,E (PE;{BlPS 1.lf~]~\RR SPECIAL
fACILITY) rCR COMMERCIAL LOANS MDIT. EIAMI~ATICNI. P.:tE/I
liAS EIPERIEtWE WITH S'GKE OF TaISE O:PTIONS !~D 11 ILL Jh,]S'

PLEASED TO WO~K WITH ~nSSIO~tt IN CO~S~LTATIO" '1:1'1:8 GC,
or~ ANAI,!SIS IP' MISSIOt~ SO ~ISB:ES.. or COURS,E. PRl"
REVOLVU~G' !tnu: AIJTBCRITIES MAY tIFFE:a IN :"iHS Ri\:SPE,CT'.
AND ~E ARE "aT A\iARE or ANY REGIC~A1 BUREAU USl OF IDlA CR
!SF FOR THISI ALTERNATIVES. Titi! Iss.ur's OF LiG!l,ITY A~ID

OPERATIONAL FEASIBILITY Of SUCH ALTE:aljATIV ES, 'AOU1D .Et'\7F'
TO III LOOK!D AT IN PROJECT DES nm.

PRIVATI-SECTOR REPRESENTATIVES ALSO SUGGES'F'ED T:!A'J[ !1:ID'
FUNDS BE USED TO FINANCE A POR!IO~ OIl P:tOJ3Ci'
PP.IPAR~\TIm~ COSTS. PIR5APS ON Ii iEIlHIB1lJRSABY BASIS ]l'OE
DT

)

)

)

»
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9. l~STITUfIOU!t ISSUES: PtC A~D AN?AC ~EiE ALSC
CONCBiRffElD AJBCUT !!lE MAGiNI'rUDE A~cD CC~?tl~lT! 'cr TiE
INSTITOiICU-!UILDIN3 riSK RIQUIRED TO MA~f F~IV!rr PQ~:j

A RtALITf IN PAKISTAK~ ~s pg!S!~TrD 1~ fH! FID. TEL
NIED TO ESTABLISB AND STh!! ~vo NE~ ~~TITI~S -- 15£
rWFC/PSW M~D faN ItwECT~IC POl'!f. CC~~MJrSSlO~ 'TIPI !~T'I1'i -
AND TO AijG~SfJT T:~sr;AP!i.C {'t' IES OF IU~~PDA Aa~j) T'dE: :"r:H~l S'lR 'I
OF VJi.T!R A8~D PCi1!R, CCULD nISlTJl'F' I~ SERIOUS tZt,,~1 '][0
START-"JP OJ PRIVATE ~UBPROJECTS • IN I- ID'DI'Jl"IO~~ ,PO'lB'N'i'1\1
PR IVATF nDVESTORS COULDJSE DlSCDURAl1f'·... F\T A tEH'GTHI,
MULTI-!G~~CT PROJ'ECT PREP}JiNrlmD !~D APPRO-'A1 P1'OCE~S.

THE DESIGN TEAK Sl!COtD EIPLOR'I !'R!POSSl""2'ltITI CT'
STRE1MLININJ SOEY90JEC! 1PPIO'11 PROCESSES BY
CONSOLIDATl~G 1GENCY CLEARANCES (AS ~ISSIO~ HE?
1'-11H CA.?!D far AS ALREADY I't~VI SIONID) AND SHOULD CdlRrF~tLY

A~SESS PR!ORITI'ESF.O~ TECiUHCAL ASSISTArlCE 11"0 iCE.l
AGIriC1IS so AS TO MAtI 1'~IM rJ'i'~C'!PIE'·tY CPE-RA~lON}1 AS
SOON AS POSSI:B1~. TSE SEOijENCU~G 0:11' TA M'JJD: Ifn'TIA1'IO~
OF SUBPROJECwr'$ SHOULD ]lE DOm~ CaUiEPllttY ']"() ENiSUIE T'E!!]!'
IN5TITU'T!!)fUtl I~PEDHo1!I~1'S DO Her 12:0:t» UP SijB?NO.r!CT'S
TBAT ARE OTHERWI SE Hi!:!.D! FOR APPRO'At.

j

j

)

J

,)

.J

Ie. POlfJIR PURCHASF AGJ1IEf-~ENT~ DIS!CU~SION:S ~I1H fRIVATE
SE:TOR IE-EMPHASIZED THE IMPORTANCE OF TSf PO~Fa
PURCHASE AGREEMENT TO FIRMS' ~11LINGNZSS Te DO BUSIN~~£

1I\lITH WAP!})A. AT A ~iH.liMiUM, Ii WOULD APP='AE T'EAi- S::CH
AGREEMENTS fU:i]) TJ INCLUDE: (ld lli['AKE'-Ci-PAI ARR!~:GEMiE.NJ
FOR A SUBSTAN'TIAL PORTION OF GEffEaA~rI~G CAPACIT! (E.G ...
~G PERCEN!); {B) AN ADEOUATE PJRCHASE p~lcr to COWER
LOKG-RUN COSTS AND :TiN ACCEPTA3LE AD~rUSTMB:~~T' FOiU'~U1A; (C»
PROVISION FOR EFFECTIVE A~D TI~iLY RECOuRSE IN TEE EVENT
THA~ VAPDA nOES NCT PAY PRCMPTL1; (D) GUARANtEED ~cc~ss
TO FfJELS CONTROLLED BY GO? IF TRESE ARE A~RIID SOURCE
FOR PLANT; (1::) A FUEl., PRiCE ESCALATION CLAUSE; A~D (p)
PROVISIO'4 FOR AREI TRATION OF' ANY DISPUT'IS A.Ti\ ISHlHi OUT OF
THE CONTRACT.

11. ANPAC ALSO HAS TilE FOLLOiiING GlJlltANCE FOR ~IISSIOK

RI~ARDI~G CONCER~S:

A", TERMS OF E'INANCING: THE DEi'AILS: OF SU1BPROJ.it.CT DE:B'I
AND FQUI!Y FINANCIH~ FOR INDIVIDUAL SUEPROJI:CTS
OBVIOUSLY CANNOT BE .ORKED OUT DEFINITIVELY AT TSIS
TIMF; RA~BERt THE PROJECT ~rE»S TO INCORPORATE
lLlttElLITY TO ADAPT 1'0 SPECIFIC SUE,PftOJECT ~tUDS",

BB!RINe IN MIND TBE FU~D!MENTAt NEED TO ATTRACT PRIVATE
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It\'V·E'~T~'FJ~\T. A PROAL :tli~d}L C? .Fi!':f.~;CI::-3 O?~!'lO~S ~:!C:=1n ~: 4'

IXPLORFD!'C KAXI:1I ZP .;TTRAC~l Vnri:.5S OF S~CH VI ;J''1'1~~i5

~~llE R2MAINING CO~SI!TJNT ~ITH IRCADiR 1CO~OrlC ~~D

RISK CONSI~ERATIONS. TZRMS OF DE!1 II~ANCL AND
INSTkU~INT~ Of IQUITY I,VlSTMYNT HUS! ~l STRUCT~REn fO
TAKI ACCOUNT OF POLITICAL AND FI~ANCIAL 1IS~ AS ~iL£ AS
ECOHCl-'iIC EFFICIENCY CRiTERIA A~D P=UV~T.t FAR'IIES'
RiQUIRIM~NTS FCR A RETUR~ OU IN'tSTHI~T SJrfICIINT TO
INCCURAG~ INT!Y IN THIS IK3ERE~TLY aI'B-aI~~ E~Y]30N~E~T
(RILA'lIIVE T;) INVEST'MPHT OPPORtUNITIES, IN "itT' U.~). ".:::I
PROJECT MAY ALSO PRESENT OPPORTUNITIES FOR r01TYIR
DEVELOPMENT OF FA~ISTANI CAPITAL MA!tIT~. AT FRErE~l.
AID/W UNDlIiSTANDS THAT ~~o GOP S01I'R!lG~~ Gil ~RA~H!l IS
EXPECTBD TO BE SOUGHT FOR LOA~S ONDER THB ?SP ~~CJtCT;

VITBCUT 50CH A GUARANTEE. ROiEYER, IT IS UNC1RTAIU
"BETHER T31 U. s. EI?ORT-I~r:?OR'Ii EArn: OlE{ KEY COMMiRCl AL
JAN~~ ¥ILt HAVi SUJ!ICIINT CONfIDBKCE TC Bi l~wotVED.

(FYI BANKlqG RIPRESINTATJ1!S l~ PEIV~Tr-SICTCR MElTING
INDI6ATED RELUCTANCE TO LE~D WITHOUT SOVERZIGN GCARAN1R~
AND SOUG1T MHHM1\L Ut~COVERED DEBT. ON TEE CiTnE3 EA:m.
OHE PRIVATE SfCTOR A!"T!SDII STAtED 'fRAT T~r COM~Ha:D

INVOLVEMEt~T OF WORLD :BANK, 1.ID, JlIllB AllUi C1BIR DO~,::CRS ~~'AS

. VII·WID AS A SU3STANTllL POLITIC:.t GU;~3.A~~r:£.> lIRE
DESIGN TEfl.M SHOULD THOROUGHLY EXPLOR1~ THIS A!iEA ()iF

CONCERN. AID GRAt~T FUNDS SHOULD J·E tE~'Ti '10 TEiE ~:DPC A~E

TO FINAL EORIOWERS WITH APPROPRIATE SPR~IDS, EDT IT MAY
:BE H\APPROPRIATg i'OR 'T'HE PP TO SPBCIfY I.. FIlED n,TERE~:;'

lATE (I.G. 14 PERCENT AS ST~rED IN TBI PIn).

B. PRIVATE-SiCTOR ACCESS TO t~ATOTIlAL GAS FI:SL.D~: AS
MISSION IS A~ARF, LO~-CUALJTY GAS FIELDS POTEUTIA11Y
OJFER A SIGNIFICANT OPPORTUNITY FOR PRIVATE-S3CTOR PO~Ia

DEVELOPMENT. GO? POLICY NOV RIPGRTFDLY A1LO~S

PRIVATE-SECTOR POWER GENERATIon EASED ON ~~TU3AL ~AS (AS
~ELL AS OIL, INDIGENOUS COAL AtU> ~YDROPO'iH~~), BU1' IS
L1SS CLIAP. VITR RISPICT TC PEa~ITTING P3IVATE
DEVELOPM:E'~T OF THE NON-ASSOCIATED GAS FIELDS.. Ii' 'rEiE
BT
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.. ~10C~' lD 7 :lf.C"i ''; ::T7 V~G CC~C1SS1O~~ I~ P~C::-:?EC'r1\'1 fH,,1:.])~
lNfi ~~y 91!~ Tft ct~c GAS EOPP~I!S AS 100 U~Ci~f~l~ 10
U;NDERTJ!.~i:!; POW8it G-F~ERATION DEPE~DEh'r ON ':"iiE~. j~'fflt.

Ml~~ IOt~ S~CULD ALDRES S '!' qIS I~ S!·E: D1tJ~ INC f .:i:OJ~C~i ]j:!~ !:;t~
AND U~ rlJiLCGUF 'tITH THI GOP. J1G.. iPROJIC1' S?C:H..D tl)3!
OPi::~ TPoE ~CS31 BILl '1'1 OF US H~G PSV rn~A~mING O~ 01':fER
FHUd~CIAt AtTI!UUiTIVYS FOR PRIVA?L ]l)EVELOPlKitNT or GAS
FIILtS ASSCCIATEI VITH PRIVATE PO~IR PLAaTS.

!

)

)

)

)

)

)

c. 1~~V I~.OffM;"iTAL n·a' A'CT~ ~ IJj[£ ALL PO:,·:IR PtA~:'Jr'~"
P!tIVi~TI; SUI?SOJECTS COULD ?lVE SICtliIF'IC~.NT t~VIW::J;~~~:E~;':A1

I~PACT~. TRB PIO INDICAT1S THAt INiI3CNMt~~At

GUID{LINES, INCLUDING IMPACT AS5JSS"r~T R!O~I9i~r~TSt

'I:ILL DE Di;V!l:LOPED DURum ?:lCJiC1: DESIG~. 11 IS
NICISSARY, EO'i!iER. TO FNSURY TEA'r' ADIOU:' 1'1 Rr:;:Uji~/~1'I o~~~

MH)/OR ~I'rI~.L\fIO'~ REQUIRBW"'HE~TS ~'liltt !! 1~ ?LACE; FOa. ALL
SUBPROJICTS l.H~DI!1' TnE PSP PROJECT A~m\ OTtfta CC;rPONiE~~'iS

Ol" PAKiSTF.'S PRIVATE PO~TER PROGRAIl1.. TiH DI£I~M TIA~
SHOULD R1E:VIEW CURaS~T GOP DRAFT S1'ANDARDS j"OR Ali A~:D

',iA"j['ER POLLUTION FROM PO\f1ER PLANTS A~m SBCU1D Dt\~':m;top

ENVIRorU1!NTAL CRITERIA AND Rr;Qunil:tH~"TS F'O!'! ALL ?rtOJEC1S
FINA~CID THROUGH THE "DYC PiIVA!F SECTOR ~I~nOi.

D. DO~40R COOP.DI"ATIOt~: "'BILETiiE AiiRAl OF DC:'JiC:P'S
EXPECTED TO 3B: INVOLVEEi IS IMPRi:5:SI1't, "Hi ?ID nWICAT:ES
T!AT USlID IS SOH1VBAT ARIAD or TB! OTHIiS IN PRCJIC1
DEVELOPM:S:NT. ACCORDING TO THE PID, 01'i:ER DO!':C?S'
PARTICI?ATlml frjILt BI LH'UTEO 11J CAF'I']"A!-IZAT!C~ O'J' TP.:E
PS\.', .EILE WE PROPOSE 10 talDiR'7A~]l; ALL REQUli(!])
TECHNICAL ASSISTANCE AND INSTITUTIONAL DEVELOP~B~T.

FURTHIRMORf, VE APPIAR TO DIFFER IN OUR PRIHARJ INTEREST
Hi SMALL-SCALE SUEPROJECTS. THE: tUSSIO., U:EIC.t1,TE.S TEAT
THE USAID paOJICT IS CAPA:9LE OF SljAKDI~G .AI0~E

REGAR])1ESS or J1HAT THE CTHER DOt~CRS ID~. HCI'IViR, crlFN

THE IMPORTANT POLICY CONSIDBRATIO~S INVOLVED, A~n) THE
MULTIPLICli'Y OF INTE~ESTS RFPRI$Itt~'rFD iY TfiI DO~iCR

GROUP, CLOSE COO!DINATION AND CO~SIST3~T POLICY SIGNALS
TO TM! GO? WILL BE I MPORTAf.T • IN AnDI'l'IC~, THEEi::E ~AY iT
INSTANCES IN WilCH USAID ~ILL FIND IT 'PPRO?!I!Ti TO
OPERATE UNDiR DIFFERENT PROCE'URES FRO~ Tn~ FAKK \L.G.
RI CCMPETITIVF PROCUR!,.~,INT, AS PIE S11JEPAEA. ~., 3I:'C~.g}.

THE MISSION SaOULD CONSIDiR !;{E APPRtOPRIATENESS CF
CROSS-CONDITIONALITY BET~EEN USAID AN~ ~ORLD BANK (A~D

OTHER) PROJECTS. W! SUGG~ST THI MISSION 10RMALLI
REQUEST TH~ BAN!£. TO CALL A !'lEETING or ALL INTERESTED
DONCRS IN THi NEAR FUTURE TO DISCUSS THEIR ROLES AND
POtICIFS tilTH RFSPICT TO TBr OVERALL PSP PROGRAM.. 'IE!
MISSION SHOULD CAREFULLY CONSID~R ITS RESPC~SE TO THE
(U~LI~ELY) ~VENT THAT THE W03LD BANK nOES -NOT GO YOR~ARD

WITH ITS PART OF THE PROGRAM.

E. SCOPE OF PROJECT ACTIVITIES: Tgl~ PIn DOES MOT
CLEARLY DII1ARCATI TH'E BOUNDARIIS OF I~ROJ~'CT ACTI lrltI~S j
IN PAR'I'ICULAR, IT DOES NOT INDICATE WHETBER PROJECT
FUNDS VILL SUPPORT IN!RASTRUCTURE D~7BLCPf"\.E~!T (E.G.,
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?5IPARATICN COSTS. R!SCJRCT DEViLCp~r~T Oi rL[C1~1:!11

. DISTRIEU~ION. A£ SUGGESTED IN FA2A. 7 Al0VTI. U.S.
ISfERESTS IN 3XPANDI~~ TRADZ AND INVE!TrEN!
OPPORTUNITIIS AiROAD FC~ AMraIC~M BUSINISSrS KAY J~Srl!r

USR OF oua RESOURC~S FOil UP-PROWi' C:OSTS. PAn:~ICULlaLY
WEIr~ OTE!R DONORS B~Al SUCH. COSTS :E'OR PROMIor IONi C:l' i!iZTR
OIjJN :£USIN£SSiS. IT IS AID/~'S f;IFti TF..'\T Tt:!' ?F' s::ot]t~,

PERMIT A ~IGNI?IC#.t\T AMOUNT OF PLE=< I1ULIIJ'! REGAR~HlG

PROJICT seCPE. NONI or THI ABCVI l~TI'ITl~S SEOD1D BI
EXCLUDEL; DECISIOl~S SiiOUtD bE MADE ON A CA~E:-Br-CASE

BASIS AC~ORDIN3 TO CLEAR C~lTiRIA TO BI DEVELOPED DO~I~G
PF.OJiC''i :n,SIGl~.

J. USE OF PSV RUPBE RErLOWS; ~BILI fBi PID DOE~ NOT
SPiCIlY i1HITHiR OR HOW tOC~I.-CmiREt"ilCt RE'FAYr,',Z~TSrO 'r'r.!
PRIVATE SECTOR 1f,1If4Do:,7 OF NDFC 'liItL 1;.£ RECYCLED. T'fiERB I~

A PRISUHFTION '1'ii.:\T "rEi ~asS ION .. Itt tsr. THE GOP' TO
EARMARl TROSi FUNDS FOR ADDITIC~At PRIVATE-SiCTOR tN~R~1

ACTIVITIES. IN PLACIKG CONDI'i'IONS ON US1£, Of ra:?LOfiS
MISSlm~ SHOULD fULLY COtJSIDEi Il1]mT' TO :,.EIcB rr \iItt BY
REQUI!lED TO MONITOR THE USE OF TBERKFI.O'·S ~!,{D S1'Afr
TI~E TO DO so. THE DESIGN TEA~ SHOULD ADDdESS ~2IS

CONCIRN rt~D REACH A CONCLUSION ~f'SAR.l!JIIN~ A?PRO?;;:nA11"!
RlrLO~ PROGRAMMING A~D MONITORING, II A~Y. A 'XGATIVE
'J1CISIOt~ ON EARfo"AalHjG iOR PRI'A!ES~CTCR Jh,N~RGJ SHo;nD
BE JUSTIfIED "L11.

G. COMPETITION JOR P~OCUR~MENT OF ~ao~s A~D S~RW]C~~:

'.aULE USAID FU'.DH~G ;fiILL B1 1"111» TO U.S. SI)URCt MiD
OR IG IN, IT IS UNCLEAR HO'; CCMPJE'i'I'l'Im: FO~ SUPPL~f OF'
CAPITAL EQUIPt-uiriT, A AND E iU~D CONSTRtJC'I'IrN £ER11IC~S'

WILL BE Ut~DERTArEN IN CASES ..HiRE THI SJPPLIIRS OF' sue':!
GOODS A~~D SERVICES ARE THEMSELVES El~UITY I L'W'V R~TORS.
CREDITOES ANDleR JCINT-VE~~TURE PAHt1NLas FRCPCSH~G ':::'0
UNnERTA~E SUEP~OJECTS. DISCUSSIONS \IIITR P?-IVATE FIRf:S
SUGGiiST THAT THIS li ILL B~ TfiE CASE O'uOST ~R:EQUE:Wrtl. A~D

THAT PRIVATE ENTITIES VILL ?RrrIR TO ~UT TCGLTHER rETiR
ET

..

J

! "

UNCLASSI1IED
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'O'.J;t~ i'~CPO':;.LS R:\. TS!R 1':; ~N TC irs PC!,HI, AS IN'll SIO~ID 51
~ORL= ~tN~ TO I~TE3NATIONAL TE~DBRS, ~ItH ACCE~S TO

~ US aID ~Ur-:l"S !~ ~~l)FC/PS'~l T~ IGGi;;R!D BY ~:JCC~SSf"l SID Bt
U.S'. SUPPII~1. }'IRMS :alITB YHCr AID/\\ l'tISCUSSED P~OJIC'F;

MAIN~AINED TF.IS VIEW DESPITE ~ACT THAT RECENT
IIC!{,HiGI--=»lTY ADJUSTM!'~TS ~.?P!'.!.R TOPLACF U.5. FIR~S I r~
A MORE COMPETITIVE PCSITIO~ TRAN HAS !!EN THE CAS~ IN
RECENT YEA~S. TP.E PP SEOULD ANALYZE TB£ PRACTICAL
OPTIONS WRICH ~AY SF AVAILABLE TO ASSURE ECONOMY ANn
QUALI7Y IN SUCH CIRCUM.STA~CES. TB!RE ARB PRECEDENfS FOR
NIceTIATE£. PROCURE:MENT IN SIMILAR CASES ~H.ERE ~AIVE'RS

iJ:bRE APPROVED ON A CASE-!Y-CASE BASIS.. AID/'''' "ILL
PROVIJt ADDI!IONAL 3UIDANC~ TC THE MISSION O~ THIS
~~:. 'IT:':'? AFTER CONSULT ATI ONS WITH ~!R/tOP l.ND ~ c. »~ SI~H~

TEA~ SEOUL:" EIPLOR~ MEANS CF E~St.HUNIt: ceOD :BUSHtSS,S
PRACTICES IN UHSOLJCITED PROPOSALS VHI1~ NOT PERA.IIZING

I E:~TRIPR!~J:1JRIAL HUTIATIVE OR u.s. !:r!"ORTS TO GAIl':
~/.3!RT SHAk:E.

!
•

)

E. YAPDA'S ROL~ IN SUBPROJICT PLA~~ING AND INITIATION:
THE PIn INDICA~ES THAT WAPDA WILL DEVELOP A LIST or
PROJ1CTS ACCEPTABL,g !CR D'!:VELOPHENT l~Y 'IBE fa JVA~rE

SIeTeR, rUT .ILL ALSO CONSIDER PROPOSALS .fOR PRO.lEGTS
NCT ON ITS LIST. seMi PRIVATI PARTIIS HAVE EXP31SSID !
HiSD FOR SUCR A LIST TO ENSURt TEAT TEET DO NOT PUR~UE

IDrAS T~!T HAir NO CRAt~CE FOP. G~P ACCEPTANCE. ,;ur OrEI.?~

SEEM TO SEE IT AS TCO PRISCRIPTIVl ANt LIHITIEG. AID/~

SUGGISiS TEAT TgI Ll ST SHOULD S1RiE ONLI IN10Ri'":A1IONAL
(AS CPPOSED TO P!ESCRIPTIVI) P1!PCSES. SO AS NCT TO
DISCCURAGE COKSIDl:RA1'ION OF A FULL 1!lA~G£ OF IDEAS
INITIATED BY THI PRIVATI SICTOR. FURTHER. PREPARATION
OF WAPDA LIST SHOULD NCT FE A PREREQUI'£I'IE TO
CONSIDERATION 01 SUbFROJECT~. IF IT ~lISTS, IT SHOULD
]E UPDATED pr 3IODICALLY TO RfFtECT ADDITIONAL
0PPORTU~IT!~w FCR PkIVATE-S~CTOR POVER I~VESTHEUTS.

ALSO, TEI PIn ~IVfS TEE IMPRFSSIO~ THAT ,APDA .ILL BE IN
A CE:NTRilL ROLE IN APP:lOVUBG PRCJECTS 01 WHI LE TEFY S1!OU1D
HAVE AN INPUT, ANPAC FI.:LT THAT MINISTRY OF PLANNHDG A~D

~HtHST?Y OF' FINA.NCE VIR! IN BETTER POSITION TO CONSDJEa

NATIONAL ~N~R1! AND ECCNOr.tC COSTS MW BEN!;fITS. ?P
SFCULD CAElrULLY CONSIDfi T!!S iSSUE.

I. DIR~CT SALE OF POWER ~ 0 I NDUSTRIAL USERS: :iO'ME OF
THI MAJOR COSTS INCURRED B~CAUSI OF LOAD-SRIDDING ARE
AESORBED 13Y THS INDUSTRIAL SECTOR. "'!lILE THE PIEI
FOCUSES ON PRIVSTE PC~BR PLANTS SELLI~G TO wAPDA GRID,
TSl PP TEAM saCULD !LSO EXAMINF THE POSSIBILITY OF
DIRECT SALES TO IUDUSTRIAL ESTATES CR PLANTS.

12. AIL/V 'tlISHl"S TO COH~IND DAVID JOHNSTON FOR J!IS
EI~ELLENT JO~ IN REPRESENTING TnE HISSION, DEALING ~I7B

AID/V ISSUES AT THE PRC AND ANPAC, AND HANDLING TRE
INTERACTION VITB FRIVATY SICTOR FIRMS AT T3£ DAY-LONG
REVIEV. SHULTZ
:Dr
#6041



ANNEX B

PRIVATE SEC'lUt PafER PR().JECT
ISSUES ANI) CCflCERNfi

I. USAID/I~ASHINGfON - .;.;;AN;.;.;;P.;.;A-.:C/;..;;;P.;.;RC~C;,;;.;o.'\{;.;.,;;CERN.§

A. GOP Agreement .. preceding Authori zatlon

The Project Review Cooooi ttee felt strongly that certain minimum
conditions will be nt~essa for ro·oct soccess riciF'W Project
aut onzatlon. lese Inc essentla .I!!..!.'lClp:ies to 'be em6odic-d in
eloctriei II purchase agreements, l"i'JCstablislUiilent or a semi -autonomous
'dndow. affl I iated wi tilthe National 'Development J!I'iiiitee Corporation
(}lDFer to serve as cFiannel for USAID ai'Kl other donor foods, arid (3)
establishlOOnt of an ina~ndent electric power commTI~sion to serve as an
impartial intermediary ~ween private··power suppliers and purchasers.
The design process should determJne the e~tent to whtch implementation of
these actions should be conditions precedent to disbursement..

The project design has taken into account the above issues. We
believe that the proposed program and institutional arrangements provide
the needed checks and balances to ensure a transparent and fai r process.
Cont.li tions Precedent have been included "hnjch require 0) agreement to
the principles to be embodied in power purchase agreements (PPAs), (2)
establishing a semi-autonomous Fund under the auspices of the NDFC with
donor oversight (led by the WB) which IDUSt approve all loons being
disbursed, and (3) establishing a Private Power Cell (PPC) within tbe
!·lini Stry of i~ater and Pwer nllli/p). The PPC wi 11 manage and adjudicate
relations between private poK~r suppliers and public sector purchasers
with essentially the responsibilities of an electric power commission
acting, however, within the frame~~rk of, and under the authority of, the
Hinistry of hlP as is moSt appropriate in the Pakistan governmental
context..

B. Tariff Pricing Reform Based on Long Run ~lar,ginal Cost (LmofC)

The ANPAC cable suggested dlat the PP should discuss the means
beyond the ProjOCl. by ldlich tbe l·Ussion will address pricing alld other
policy issues ana accommodate the CI6S goal of Lm4C p:rici~ inclUding
mechani sms for donor coordination to ensure consistency ana mutual
reinforcement of donors messages to the:. GOP on electrici ty prices.

The Projoct will provide subs.tantial reinfoJrCement. to the
position of the Mission and other donors relative to tariff reform since
new privaLe power supplies are necessarily priced at Jrealistic rates
which will fully cover the cOStS of generat.ion plus a reasonable return
on investment. Payment of these rates, through the PPA mechanism, will
force WAP~ to obtain compensating revenues through its elect.ricity
pricing, thus exerting a strong leverage toward the tariff reform already
maodaLed by the CDSS goals and the efforts of other donors.
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C. ~nagement Ove~sight

As outlined in the Evaluation Plan, the Mission will undertake
an in-depth project review approximately two years after beginning
iurplementation activities. 'This revi,ew is an iqlortant part of the
Project"s Evaluation Plan. The Mission expects that this review could
have an important impact on AID's overall private sector strategy for the
energy sec tor.

D. Status of the Fund

The Fund operation as defined in the project design provides
for WB oversight of its operation. The Fund wi 11 COndOCl studies (under
World Bank Sponsorship) to move stead:i1y towards a p,rivate sector
operational concept.. Initially, the Fund will operate autonomously under
its loan review process, on cotaercial principles and with a structure
which would allow for its iuture conversion to a private investment bank,
an Objectjv~ ~nich is expressly stat~l in the project design.

E. ~lternative Financing ~fechaJlislDS

The project design team has considered the above alternatives
as part of its assessment of subproject. financing issues. Implement.ing
any of the above umlsual financial instruments or mechanislDS would be a
very complicat.ed, tilDe consuming act:.i\rit.y in some cases requiring
Congressional changes to AID's operadng charter and the establishment of
substantial reserve funds against potent.ial losses on a small number of
larger subprojects. To prevent delay of project implementation it was
decided to proceed along the more conventional lines of the Ftmd and to
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provide the potential to evaluate these other funding mechanisms via the
Spec ial Studies Component of the program, depending on experience wi th
the program during the fi rst two years.

f. Proposal. Prepar~tion Cost~

AIDllfashinfton suggested that the desi,n t~ffort consider the
use of AID fuOds loinance a portion of proposa ~reparation cost
rerhaps on a reilibursable basis for subprojects t~ll ale ultimately
approved for liocnlCing. Preparation ,coStS could inclUde costs for
feasibility stUdies. negotiating purch3seagreemPnt~zobtaining
r~ulatofY approvals, etc.

Thi s provision has been specificallyiocluded in the Project
under Component 3, 1. e. Prefeasi bi Jj ty and Feasi hiJ hy Study Support.
The proposed approach i s ~eS(.ribed in Secuoo III of the Project Paper.

G. Insti tUl ion Building and In8..~ lution Streamlining

The A!~PAC cable sug~ested t:he design team should explore the
passiN I it of slreamlinin t e sub fi(>joct approval processes Pi
consolidating agency clearances a· shOUld carefuU~' assess pnorities
.for lochnical assistance to key agencies so as to malke them effectively
~')perationaJ as soon as possible.

The project design emphasizes tlte need to avoid c.reating new
institutions with associated inevitab.le delays and has fc,:uSSf"1its
vechnicaJ assiStance on three key organizations, the' Prh'ate Power Cell
(PPC), WAPDA Private Power Cell O~PPC) and the Energy Wing at the
Planning Commission. This technical assistaoce is structured to
specifically streamline procedures and to keep them as transparent as
possible. All ini lial contact between private investors and the GOP is
through J'_he PPC, with subsequent interaction wi th the WPPC and the Fund
occuring under "''ell-defined terms in c. transparent process widely
publIc i zed to a II potential investors ..

H. PO"'lCr Purchase Agreement (PJ)A)

The PPA principles prepared in support of the Projocx include
specific reference to all the issues raised above as well as many others
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(currency convertibility, etc.) associated with the likely international
financing of subprojects. An outline of the expected PPA is contained in
Annex P.

I. Terms of Finan: ing

The ANPAC committee s~gested that the Project needs to
iocQrfdrate flexibility in tfie ~tails of debt a~9Uity financing for
indivi unl sUbprojects. Abroad range of financing I~jons should be
explored to maximize attractiveness of such ventures lIe taking into
account poli tical aild' financial risks as well as economic efficiency
criteria aild' private parties' r!:9Uire~Dents for return on investment .
sufficient to encourage entry in this inherently high risk environment.

The Project Paper indicates that the terms of the Fund lending
will be periodically reviewed to deteJrmine if changes in debt/equity
ratios, rates, duratioo, grace periods and other terlllS should be
modified. The sources of debt and equity financing and other debt
financing are up to the individual sw)project proposer and will differ in
each case. However, the requirement for a substantial amount of equity
(IS-percent) is an iaportant feature "hich ensures the commitrent of
project sponsors and provides additiol~l private sector financial
resources, both domestic and foreign, for the power sector. Major
changes in equity requirements should:. therefore, be made only after
careful analyses of the consequences.

J. Opport.uni ties for Pakistan..!. Capi tal Market Development

The Projoct ~fill dirECtly help capital markets by virtue of the
fact that almost all projects will raise a portion of their debt equity
on the Karachi stock exchange. Also, the GOP bas indicated an interest
in allowing private subprojECts to float bonds w~ich would be a major
Step forward in expansion of capital llIarkets. The Projoct includes
tochnical assistance to support the GOP in analysing the potential for
su:h a measure.

Discussions with financial institutions and projoct developers
indicate that the involvement of the 1\11, AID, and other donors should
provide a high level of comfort to other potential lenders particularly
since the commercial loans would be rc~paid before those of the Ftmd.
However, it is still not clear under ,mat conditions larger subprojects
with substantial foreign bank debt requirelaent~ can be iq>lemented
wi thout a sovereign guarantee. This issue wi 11 only be really tested by
experience with specific proposals and associated financial packages.

'\
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K. Private Access to Natural Gas Fields
k

The GOP has indicated that it wi 11 soon ask prh'ate investors
to submi t proposals for gas-fi red po\otier generation based on the low-btu
Nandpur gas field. The OGDC will develop the field and will provide gas
to private po\\'er suppliers under long, term contracts. The GOP does not
plan to permi t private development of the gas fields themselves. A test
of the private sector's confideoce in <XiOC as a finD source of fuel will
corne shortly, \\i1en the GOP requests proposals. The project design
provides for the funding of gas field development, for power generation
fuel sources, "nenever GOP policy wi II permit su:h development.

L. Environmental Impact

The design team should review current GOP draft standards for
air and water llution from ~~r lants and should develop
envirop~ental criteria a requirements for all projects financed through
the Fund.

The project design specifically addresses this environmental
questionk An envi ronmental assessment procedure wi th guidelines, has
been prepared as a part of the project design. The project will provide
a continuing overvifw of the development and applica.tion of the GOP's
environmental regUlations as implementation of the Project proceeds
through the Private Sector Pm;er Proj1oct Environmental Advisor.

~I. Donor Coordination

The ANPAC cable advised that the Mission should consider the
appropriateness of cross coridi tionali 9:. between USAID arid the \liB (and
other pr0lea:ts). The ANPAC cable SMJltested that the ~lission formally
request t Bank to call a meeting 0 all interested donors in the near
future to discuss their rules arid policies with respect to the overall
private sector poloi'er program

The Mission recognizes the i.mportance of close coordina-tion
among the donors com.ributing to the Fund so that they present a united
front on condi tionali ty as well as on Fund operation and procedures. The
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~.tission, therefore, requested the w"B to convene a donors meeting to
discuss critical projoct design issues with other donors. The WB meeting
(attended by AID/W) was held in "ashington in ~fay 1988. At this meeting,
the Private Seclor ini tiative was lh~~ central focus. This Projoct Paper
reflects the outcome of the Donor's meeting.

~. Scope of ProjectActivitie~

The ANPAC view is that the ~p should ~rmi t a significant
~mount offIexibi lily regarding projoc _ scope.roject funds to support
Infra~ fOCtUre development, socllas access roads; feasibiHty stcdies and
?lher project preparation c.os\.~ as 11l'ell as resource deve 1?£ment ma~ be
aLee table. Doc ISlooS should made. on a c~se b~ c~se bas) s ace-or ing,
to .c ear criteria to. eve Of? . <lutrJng proJoct eSlgn.

The Project Paper design alloys a high level of flexibility by
allowing the Fund to finance all costs associated with a power sector
proje::t including supporting infnsuu:ture and power sector related
resource development and specifically providing feasibility study support
for U.S. fims before subprojoct. approval. Criteria for decisions on
subproject eligibility are included jin the Project design.

O. Use of Rupees Reflows

RUFee ref lows

•

The Projoct design pro\71des for the Rupee ref lows from the
USAID grant funds to finaoce a •c\7oh'ing fund for additional private
po",'er pro joc t finane ing.

P. Direct Sale of Pm,,-er to Industrial Users

The PP team should examine the pOSSibility of direct sale of
power to iooustrial estates or plantr:

Thi s form or di ree t sa Ie tOt conSluners by private suppli ers is
not now planned by the GOP, but the Project Paper prOVides for a Special
Study to examine this issue in the implementation pj~se to provide needed
analytical support to the PPC for expansion of the policy into this area.

Q. Competition for Procurement of Goods and Services

The ~~PAC cable suggested that the design team should explore
means oi ensuring goOd business practices in unsolic:ited proposals wile
not penalizing entrepreneurial ini tiadve for u.s efforts to gain market.
share•
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Increasingly in the U.S. the public utility c.ommissions are
looking to a competitive process to establish the re,alistic marJ~et cost
of pm,,'Cf. For larger subprojocts, su:h as, for example, those using
I imi ted access fuel supplies (Iow-81U gas fields, eu:.) the project
design encourages the use of a transparent compeli tj've process to ensure
the IOliest cost pO\ot'cr. However, the design also pro'vides for technical
assistance through the Special Studies to assist the PPC to develop a
standard purch1se agreement for smaller projects based on some form of
avoided COSt schedule. lhi s 'ft"Ould allow enterpreneural ini tiati ve in the
rlevelopmenl of subprojectS over and above those identified b)' the GOP
itself. The projocl design also addresses the concelms of AID/Washington
regarding inhibiu0., of U.S. enterprcf1Icural effort ililherent In FAA
procurement regulations. Recotl",'ilteooatioos aore made for the application of
regulations in ways which wi II Jr~:dmi 2:e U.S. competiti veness in Pakistan
private power opporluni t cs. l'ddi liona] Iy, the use of an lei for
on-lending to subpr'ojocts provides the greatest fh':dbi lily possible
under AiD regulal ions for subprojoc t sponsonrs. Alf.fdh.ional information
on sUbpro je:: l procurements is prov.ideill in the Procurement Plan.

R. ~~API1\!s Role in Subproject Planning and Inh.iation

The ANPAC cable advised that the Project P<~per should carefully
consider the role of U~APDA in bOth subproject planning and initiation.
Particular concerns inchJded ltgAPrn"s role in develo~llng the list of
SUh2Tojocls, the_ ~pdaling of su::h a liSt, arid WAPDA s role in approving
projoclS. S ificall the k'DPAC cable recommeilded ,Chat inclusion on
~~API1\! s 1i Sl soul not ~rere9lnsjte for subproject funding.

The ~H5Si on recognizes the concerns about. ~lfAPm being the sole
delerminant relali ve to which polj.ler expansion opportunities would be open
to the private SeclOr. PartiCUlarly for larger systems, the legitimate
concerns of \~APDA as lO plant si (ings and characteriStics must be
recognized. The PPC wi 11 have the responsibi.Ii t)' and author! ty to review
'~APDA recommendations on this issue and to make mcdifications to reflect
better balance between WArDA and private secter sources of power supply
vis-a-vis the nations needs. The commitment to open up the fuel supply
from low-BTU gas fields for private se:~or poller developmen~ is
suggesti ve that this process is \oo"Orkin;& (although dOfl0r pressures also
played a part). Addi'.ionally, ~he policy s~ates that unsolicited
proposals wi 11 be considered. The USAID tochnical assiStance will
include development of standard contral:t terms for sllualler projects to
a 110'14 for su:h proposals at si tes not lcontrolled by or specified by WAPDA~

II . Addi l i ona 1 ~·lissi on !~sues

A. Is ~he GOP ColIDmit.~ed ~o a cOIllLinuing r lIe for Priva~e Sec~or

POlr.'er?
The GOP has repea~edl}' announced i~s comIDitrrert ~o bringing the

pri va~e sec~or in~o power genera~ion~ ;as exemplified by: the GOP policy
announcement. of Augus~ 1985, t.t~ solici~ation of international t.enders
for proposals for 120 ~~ of diesel-electric power at Hub Chowki, the
ac tive review of the Siemens-Habibullaltl, Bechtel-Pyrc.1power-Pakland, and
Xenel-NIOC proposals, and the issuance of a Letter of Intent for the
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130 )~~ coal-fired plants proposed by Si.emens-HabibuHah (This LOr
ho\;ever, expired on )fay 11, 1988 and is likely to be' cancelled by GOP).
Private POl-.'er projects for 1300 nt' are incorporated in the Seventh Five
Year Plan, and the GOP has agreed with USAID that all least an additional
700 ~~ wjll be required by 1993. High staff levels within the GOP are
COiTilffilued to a general iocrease in private sector a<:tivity in the
country, with private sector pok~r being an example of a broader policy.
HO\olever, some parts of the public. sector bureau::raq, are less
enthusiast ic and wi 11 present a barrier totnich must 1,e rea Ii St ically
considered.

B. Can GOP lnstl l'''tio~s i~lebe~t ~he projec l~ withO'!l exce~sive
levelsof new InstltUtIOO ulldlng aoo di(~ aSSOCIated orne
delays arid added hureaocracl? . -

The process for policy development, issuar~e of tenders,
proposal revie''' and approvals, and contract negotiations will all be
undertaken by existing GOP institutions whi-:h will lle strengthened by the
project ta:hnical assistance activities and mooest staff additions.
These institutions are already engaged in the process and, with outside
tochnical assistaoce are positioned to implement subprojects in the shoft
term.

The fund wi 11 be the only who11v new insthution result jll~ from
the Project. It will have a very lean structure to deal with financial
issues associated with providing banking services to projocts of this
type. tQSAID has agreed to take the lead for institution buDding Hit)}in
the NDFC. The ~·fissi on is confident that the USAID \I,i 11 su:cessfully
Jeve lop and oversee the requi red institutional stru:::turc.

c. l~nen the stated Agency and ,Bureau relief is not ~<') support
parastatal organizations, wny is the PrOjf~t sup~orting one?

By insisting on NDFC as the FWld implemem:e, the GOP has
essentially forced this decision on USAlD. Agreement of the WB on this
approach further limits the ~Ussioors options. However, considering the
local financial environment, NDFC ~ay indeed be the ou1y choice,
particularly in the short run. An exhaustive invest,igation of possible
a lternati ves to NDFC ,,~s made by USAID and WB consultants prior to
preparation of the Projoct Paper. TIlle conclusiCtn reached was that there
is no currently viable ... h:ernative. 'The existence of Pakistani owned
private banks is prohibited by law aD~ merchant banks are non-exiStent.
The government has rejected the idea of usjng the foreign commercial
banks as intermediate credit institutions and the potential for foreign
commercial bank involvement has always been limited due to their small
size and restrictive GOP regulations. Although the GOP has recently
permitted the formation of private investment compal1lies, it is toO early
to assess their potential as an alternative to NDFC. A new institution
would take at least 30 months to appn>ve, five years; to becoree
operational and ten years to achieve 'the trac~ record of NDFC. NDFC is
the strongest and best respected of three state-owned development finance
inst i tutions in Pakistan. The GOP has been steadily' liberaU~ing j ts
fjnar.cial markets, but creation of a private institUition or assignment of
imnportant iq>lementation responsibilities to foreign commercial banks for



the purposes of this Projoct is several steps ahead of when can
realistically be expected. The GOP has only recentll}' taken t!11f~ big step
of ;] Bowing the pri vate sector to im1est in e It'C trical power g,cdcr,ation.
The uq~ency d increasing the pOw"ef 5uj>ply through J)rivate SCCl)f
initL:nives seems to the HissioJl to oUl~eigh lh~ disadv(ll"ltages of having
to work through a parastata'i.

The projoct will leverage private equity alfld SOfi:C me.' um-tenl"ll

debt capital for pri~ate energy subprojects, Funhe:rmore. b}' (;'tc~ptjng

the GOP docision to use the NDFC, the ~·lission and the WE have a~ready

receive-a GOP agreement on the creatiolll of an instiunion within NDFC that
wi II be [T;[)re autonomous, in<lepeodeot 43100 insulatcd frcQn~ pol ilkJ] events
lhan affc'Cl ether pans of the 'ZorpQriation. in the medium to ]ong-lerm
the HB Will ,,'Or;, to spin off a comwpicilcly autonomous. (!}>fjvate insdtutJon
or to increase the role of private fililancia: j~}stitm,uons to Llliis project
thus supporting the IJSAID poUcy of d:isiovcstmem, of pa:asliiH,C'i
unstl HIt ions,

D. hilat is due oconornicalJ)' jusliLed need ~r private sector
Eowcr (vcr the nex t 5 to no years ass~~E.& ~~':\p[)£1. meets approved
goals in this lj~e pe~'nfr~B'?

Tf'e publicly Slated :lee1{jj for pr~vate sector power 13. to greatly
reJuce t if not e 1imi nate, load she1{jjdjng by the end of the current
planrdng c,eriod. Due to unique feallures of the Pakistan generating
:;yslem Lt. load sh0dding is highly se~lsonal in nature with any given area
experielKing about 200 to 300 hours of load shedding per year, during the
per j ods )f low reservoi r capac itl' of the h)'dro sites fVa:emher through
}!ay ,-ypically). As su:h, the levels of load shedding measu,'ed in
~'legaw.1tts are quite large but of Te]~ljve~y short dlLU3tiort. The impact:!>
of this issue on the characteristDcs (load fac.tors, dispatching, etc.) of
successi ve i oc rerrJCnts of private po1j.[er and corresponding terms (.f
purcha Sf' agreement have not bepn fu!]y examined. 'Thle purcoose agreements
assoc iated wit.h larger addi lions rnt'USt be examine6 carefully to assure a
rational operation of the overall utillJty s}'c;:telliJ.

E. '~hat. evidence does the Misskm have that the GOP win negotiate
tariff agreements tha-, areJ;U!fic ientl, a!lTC'ctive to_encourage
2rivate sector investors?

The ~tinistry of '~ater ard POwer and WAPDA have come a long way
in accepting a reaUstic p.-ice for private sector power genera~jon.

Several years ago the GOP believed th"n 40 paisa per kj Iowan, hour was
the upper limi l thaL could bt. offered. The fe3s1bl li ty sni1ies for the
developmehl of a privaLe sector mine using Lakhra c~al provided a
learning experience. Curren~l>~ is~ue<ll LOIs are knmoj1fl to be in the range
}f 80 t.o 90 paisa per Kjloh'a~t hour. These rates relfloct actual costs of
obtaining financial backing and include an appropriate return on privau:
sec tor investment. In the light. of t.he GOP" s conmi tlleDI. to reduce load
shedding and i.ocrease rural elocLrific31.ion, the:;e rates are expec,ted to
be acceptable to i~APM and the GOP.
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f. Is the ~fissi00 sure that suffic lent demand e:dsts for Loans and
other proj~t outpUtS reJ:lte<l tOlnvesur""mt in electr'ici ty
p~",ergeneratioo subprojects? -

Over 40 proposals have alr,eady emerged 11'11 response to the GOP
{jecision to open electrical po'lrer generation to the private sector. One
lOI has a lready issued and accepted 'by the fi rm nanuely Xeni 1. aoo PPAs
are bejng discussed with at least fOllJr different firms. The private
sector appears eager to get un on the ground floor of Pakistani utility
prIvatization. Utilities are perceh'ed as potentialHy more secure and
prest iog) oos than l!i!'anufac turing <:ctivi ties. W'B aM USA1D interest in the
Pre-ject has had the effect of conviOl:ing the privat,e sector that the
field of energy ge'1eratioo is a safe place to irwest. Even in the
unlikely event that funds are not dr,niTl dOIl.iT} as anticipated. the
potential availability of USAID and l~B financing may stimulate other
important private investments in paM~~r generation. Discussions with
large number of potential pri\13te sector investors and banks have
indicated that the financial conditjc:ms being proposed for loans by the
Fund wi 11 be viewed as qui te favorable in Pakistan due to its providing
essential long-term financing -'til groce p,erioos which allow repayment of
commercial debt during earlier slage~> of the subproject. Host proposing
parlies have indicated they wi U accc~ss the Fund.

Is there a need for an iJw:lcw·endent Utilitf Commission to
balaoce the often confiicdns.. interests 0 WAPDA t power sector
Investors, afd the publ k?-

This issue has been discussed extensively wid. the GOP and
pote~llial invest?rs in private sector. The concept is an alien one in
Pakistan aoo J at best, ,",'!QuId take a long the to establish with little
assurance of success in achieVing stated goals. There is a good
agreement that the snu:ture ;>fOPOSOO ,",,,uld achieve most of the
objectives of a UtiBq- COu,;-mission while still undertaking project
irrplementation wi thln existing institutions. Specifically. the PPC
established under the Hinistry of Water aoo Power w:ill prOVide an
effective baiarce [0 WAPM as will die advice of thte Interministerial
Ctllmrni uees. Unrcsolvable contract di.sputes will be resolved through
arbi tral ion processes similar to tbose bui It into tOO oi 1 and gas
concession agreements. Present in-country experie~:e regarding private
sector deVelopment of petroleum concessions indicates t~~t this is the
moost. viable approac~l.

H. H-ow will the Proja:tinter3ct wi th aoo support ongoing donor
efforts for Tariff reform?

The iaplementatioo of the ProjecT. wi 11 further hi.ghlight and
help quantify the inadequacies of the! current appr~~h to setting tariffs
am factoring in due irrpact of the costS of new genE~ratjng facilities.
for example, the PP.~ Will prOVide for realistic apl)raisals of the cost
of pl)\t'ICT from new faci li ties having redu:ed levels (~f donor subsidie;.
'This \Jill force decisions on ho~ these costs will have to be rolled into
the t,ariff structure.

E;&E:JRMorgan: tas
ID: 4940n 1121/88
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NARRATIVE SUMMARY OBJECTIVELY VERIPIABLE INDICATORS MEANS OF VERIPIC~TION II1PORTANT ASSUMPTIONS

Assumptions for achieving goal targets:
Increased power generation will result
in national electrical infrastructure
that will lead to increased rural
and urban electrification, significantly
reduce industrial costs, promote greater
productivity and improve the investment
environment.

I
I
I
I
I
I
I
1
I
I
I
I
IA-411-3

1. GOP published statisti:s
2. Socio-economic statistical
reports.

A-2

1. Increased electricity consump
tion among households, industry
and government.
2. Increased economic efficiency
and productivity.
3. Improved investment climate
due to stable energy supplies.

A-I

program or Sector Goal: The broader
objective to which this project
contributes:
Promote socio-economic development
of Pakistan by increased electrical
energy generation for social and
productive uses.

project purpose:
To mobilize private sector
financial resources to finance,
own and operate power plants

B-1

Conditions that will indicate
purpose has been achieved.
End of Project Status.

1. Private Sector Generation
Systems contribute at least 400 MW
of Pakistan's thermal power
generation growth.
2. A comprehensive policy for
indUcing private sector partici
pation in power generation has
been formul~t~d and is being
implemented.
3. An energy finance f~cility

has been established and provides
specialized loan finance to
priv~te firms for investment
in energy generation.

B-2

1. GOP (WAPDA) published
statistics.
2. Private corporation annual
reports.
3. Stock market listings
4. USAID's records, inspection,
and evaluation.
5. Sit e visi ts.
6. Public Press announcements and
gazette notification of policy.
7. GOP request tor proposals.
evaluation and contract awards.
8. Analysis of loan application
received and approved.
9. Site Nisits and inspections.

B-3

I Assumptions for achieving purpose:
11. The role of the private sector in
Ithe development of the energy section
Icontinues Lo be a GOP priority.
12. Stable political and economic
lenvironment.
13. Private equity contribution is
Iforthcoming.
14. GOP is receptive and responsive to the
Ipolicy and operational reform.
!5. Foreign e~change requirement met
Ithrough supplier's credits, foreign
Iloans and ND banks on rp.asonable terms.
I
I
I
I
IB-4
I
I
1
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A~jumpt Dns far providln1 inputs:
1- ApP~Dpr ~te cansult.nts can b~ recruited
lt~ provide the required technic.]

tepM",,'. lil~;sist<1nce

1- A.I.D. and GO? ptOpO~,ed fundin9 level!>
lilre approved by their reDpoc~jve

1~1(IVernmunt:; ilnd <J!Gbu:'tH:ments /Jrll mad<..:- on
1.'1 tim'"ly basis
1- LOan rl1quoGts are forthcoming from tlHl
Ip.iv.Hli> soccor to (\'stablish pOWN plants.
1- Appropriate overseas training programs
lilre ide-ncHled.
I
I
I
I
I
!tl-4

, ....:.I ~=. _
0-3

" '.. ... .... .... .-_.~~~--~~~--==~-
Implementation Target (Type and I 1. AID' other prOject records
Quantity): I and finanCial dOCIl",l'ntt;.

1. $J25 million ~nd other costs for I 2. Project eV~Juatlon~.

30' of powl'r 9aner~tin9 equipment I 3. Proj@ct implementation
2. $9.1 million 1n STILT exp~trlatel

~nd P~kist~ni technical aG~lstance

3. $1.0 million In tr~lnin9

4. $2.2 million in commoditiel
S. $23.1 million for ocher cootc
6. $9.6 million for inflation and
contingQncicG
Total: $170 million

1)··2D-1

I nleill ttl :
1. Capitalization for power
9l1nerlltion.
2. Technical Aoniotanco
3. Training
4. Commoditio[l
5. Othor COllCfJ

ID:2639p:3P
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SC (2) - PROJE:C'f CHECK'. I $'f

Listed below are statutory criteria ~pplicableto projects. This section is divided into two
parts. Part A includes criteria applicable toall projects. Part B applies to projects lundedfrom specific sources only: B()l applies to allprojects funded with Develop~ent Assistance:8(2) arplies to projects funded:~th DevelopmentAssistance loans; and B(l) applies to projectsfunded trom ESF.

CROSS REPERENC~S; 15 COUNTRY CHECKLIST UP TO
DA1'E1 HAS S~rANDARD J TEM Yes
CH~Ct<L i 5'1' BE:I~N REV I f!.~'£D m:"OR
l'H IS PROJ £C1"'ir ...·es

1. f'Y 1988 Continuiflg Reso~uti'Oin Sec. 5123;
f'AI, Sec. 634JL If l\'!Ione~' is sought t.o
obligated tor an aClivii~.y not pcevlolusly
justitied to Congress. or for an amount
in excess ot amount previously justified
to Congress, has Congress been properly
notified?

2. FAA Sec. 611(a){1). Prioe to an
obligation in excess ot $500.000. will
thece be (a) engineering. financial or
other plans necessary to carry out the
assistance. and (b) a reasonabl~ firm
estimate of the cost to the U.S. of the
assistance?

3. fAA Sec. 611(a){2). If legislative
action is required within recipient
country. what is the basis for a
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment o( the purpose of
the assistance?

A conqrassiomd.
notification will be
subm.il tted prior to
obU.qatio1l1i •

An Intermediate
Credit Institution
win develop all
plans and cost
estimates prior to
sub,-project loan
approval. Emphasis
of project is unon leI
institution buildino
and the transfer of a
private sector power
development capacitv..

not anolicable



...

5.

6.

7.

1:1.

9.

- 9 -

....M Sec. bll{bl.i lfy l'l;HJ8 C42fltinuinq
J1: e sol \! t ion Sec. 501. • 1t PIC 0 j ec tis f 0 lr
water or water-related land resource
construction. have benetits and costs
been computed to the extent practicable
in accordance with the principles.
standards, and procedures established
pursuant to the Water Resources Planning
Act (42 U.S.C. 1962. ft ~1.)1 (See
A.I.D. Handbook J tor guidelines.)

FAA Sec. 6l1(el.. It proje4::t is capital
assist.ance (~~, construcltionJ. and
total U.s. assistance tor it will exceed
$1 million. has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country·s capability t4) maintain and
utilize the project effectively?

FAA Sec. 209. Is project susceptible l~o

execution as part of regional or
multilateral project? If so. why is
project not so executed? Jntormation and
conClusion whether assistance will
encouraJe regional development prograDs.

fAA Sec. 601(a). Infocr::iatiion and
conclusions on whether projects will
encourage el{orts of the country to:
(a) increase the flow of international
trade; (b) foster private Jlnitiative and
competition; (c) encourage development
and use ot cooperatives. credit unions.
and savings and loan associations:
(d) discourage monopolistic practices;
(e) improve technical efficiency of
industry. agriculture and eto_erce: and!
(f) strengthen tree labor unions.

FAA Sec. 601(b). Information and
conclusions on how project will encourage
U.S. private trade and investment abroad
~nd encourage private U.S. participation
in foreign assistance programs (including
use of private trade channels and the
services ot U.s. pr.ivate enterprise).

fAA Sees. 612(b) r 636(bl. Describe ste!ps
taken to assure that. to the maximum
extent possible. the country is
contributing local currencies to meet the
cost of contractual and other services.
and foreign currencies owne!d by the U. S.
are utilized in lieu of dollars.

Annex IOl

P'aqc 2' olE DOl 1l1.aq\fr$

Yes

Project is not a reqiona..1
oroject. HO'Never, it
will operate in close
concert with mul tUa:teral
IBRn private sector
development activities and
be an integral nart of
those afforts.

ap Onlv indirectly
b1 OirecUv
c) No
<tip Yes
e) Yes
o Not directly

Yes, project will encouraqe
and indeed finance larqe
scale U.s. orivate trade
and investment in power
sector in Pakistan.

Tois nroject is ~inanced bv
ESP' ifunrls. r.op will he

furnishing adequate loca1
currencies to sucport the
projec't. UJSAID has
executed a. 612 (b) V'ah,er
certification with reqard
to U.. S. ownee local
cu.rrencies.
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10. FAA Sec. 612{d). Does the U.S. own
excess foreign currency ot the country
and. if 60, what arrangements have been
made for its release?

11. FY 1908 Continuing Resolution Sec. 5021.
If assistance is tor the production of
any commodity (or export, is the
commodity likely to be in surplus on
world markets at the ti.e the resultin~

productive capacity becomes operative,
and is such assistance likely to cause
Eubstantial injury to U.S. producers of
the same, similar or competing commodity?

12. FY 1986 Continuing Resoluti"on Sec. 505),
Will the assistance (except tor programs
in Caribbean Basin Initiative countries
under U.S. Tariff Schedule -Section 807,~

which allows reduced tariffs on articles
assembled abroad from U.S.-~ade

components) be used directly to procure
feas:b~lity studies, preteasibility
studies. or project protiles ot potential
investment in, or to assist the
establishment at facilities specifically
designed tor, the manufacture tor export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel~ footwear.
handbags, flat goods (such as wallets or
coin purses worn on the person)~ work
gloves or leather wearing apparel?

13. FAA Sec. 119(9)(4)-(6). Will the
assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-term
agreement in which the recipient country
agrees to protect ecosystem~ or othe£
wildlife habitats; (c) support efforts
to identity and survey ecosystems in
recipient countries worthy (]If

protection; or (d) by any dlirect or
indirect means significantly degrade
national parks or similar protected areas
Gr intro~uce exotic plants or animals
into such areas?

Mnex [)
PaQC ) of DO paacs

Pakistan is a near-~xcess

Cl'l'rrenCV co~nttv. ~

10C,11 CUJr rene'! ca»1l Ibe
m~de available For t~is

oroj,ect.

Not such a oroject.

No

No. However, individual
sub-projects will address
these i~sues throuqh the
preparation of comolete
environmental assess~ent.
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14. fAA 121(d). It a Sahel project. has a
determination been made that the host
government has an adequate system tor
accounting for and controlling receipt
dnd expenditure ot project tunds (either
dollars or local currency generated
therefrom)?

IS. FY 1988 Continuin~ Resolution. If
assistance is to be made to a United
States PVO (other than a cOI()perative
development organization). does it obtain
at least 20 percent of its total annual
funding tor international activities fro~

sources other than the United States
Government?

16. fY Continuing Resolution Sec. 541. If
assistance is being made available to a
PVO, has that organization provided upon
timely request any document. tile. or
record necessary to the auditing
requirements ot A.l.O ... and is the PVO
registered with A.I.D.?

17. F'Y 1988 Continuing Reso]utic)o Sec. 514.
It tuuds ace being obligated under au
appropriation accouut to Which thel were
not dppropriated. has prior dpp~oval of
the Appropriations Committees of Congress
been obtained?

18. FY Continuing Resolution Sec. 515. If
deob/reob authority is sought to be
exercised in the provision of assistance.
are the funds being obligated for the
same general purpose. and for countries
within the same general region as
originally obligated. and have the
Appropriations Committees ot both Houses
of Congress been properly notified?

19. State Authorization Sec. 13~ (as
interpreted by conference report). Has
confirmation of the date ot signing of
the project agreement. including the
a~ount involved. been cable~ to State LIT
and A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States. and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3.
Appendix 6G for agreements covered by
this provision).

ivmex II)

P~ge 4 o~ 10 p~~e~

N'ot ap9! icable

Not apol icable

Hot apnlicable

not ap~Ucable

Not applicable

'1rhis wIll be done.
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l. Economic SUP2o~t Fund Proiect Criteria

iL FAA Sec. 531(a). Kill thjis clGslstanct:
promote economic and political
stability? To the MaxiDu9 extent
feasible. is this assistance consistent
with the policy directions. purposes. dnd
programs of Part 1 of the FAA?

b. FAA Se~. 5Jl(e}. "'ill thjlS assistanc'ti~ be
used tor military or paramilitary
purposes?

c. FAA Sec. 60lJ. It cO~l"1llodities are to be
granted so that sale proceeds will accrue
to the recipient country. h~ve Special
Account (counterpdrt) arr~ngeQents been
made?

Annex [}
P.f"q~ '5 ofn OJ p,,10e:a:

Yes

No
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SC(J) - STANDPRD lTgM CIlECKLlST

Listed below are the statutory items Which
normally will b~ covered routinely in those
prOVisions of .au cJs6isldnce dgreemeot dedlio,tJ
WI l It i luimid co Jim II t..a t i 0 fl • 0 reoVe r tJdin l h u
agreement by imposing li~its 00 certain uses ot
funds.

These ite~s are arranged under the general
headings of (A) Procu[ement~ (8) Construction.
and (C) Other Restrictions.

A. PROCURC;l~EUT

Annex D
P~1qe 6> of ~ OJ ,[N1:q,es

1. fAA S~c. 602{a). Are thelte arrangtel'nlents Ves
to permit U.S. small business to
pdrticipate equitably in the furnishing
of commodities and services financed?

2.

3.

4.

5.

PAA Sec. 60.:lW.. Will aUl procurement be
from the U.S. except as otherwise
determined by the President or under
delegation from him?

FAA Sec. 604{dl. It the cooperating
country discri~inates against marine
insurance companies authorized to do
business in the U.S.~ will commodities be
insured in the United States against
marine risk with such a company?

FAA Sec. ,b04Ce); ISDCA of 1980 Sec.
705(a). If non-U.S. procurement of
agricultural commodity or product thereof
is to b~ financed. is there provision
against such procurement when the
domestic price ot such cOIl!lIodi ty is less
than parity? (Exception Where commodity
financed could not reasonably be procured
in U. s. )

FAA Sec. 604(Q). Will construction or
engineering services be procured from
firms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for those

Yes

There is no
d.iiscrimdination aqainst
U.S. ~~rine insurance
companies. If there
is such discrimination
in the ~uture, commodities
•...HI be insured in U.S.

Yes

Ho
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countries which receive direct economic
assistance under the PM and permit
United States tirJas to compete tor
construction or engineering services
financed from assistance programs of
these countries.)

6. FAA Sec. 603. Is the shipping excluded
from compliance with the requirement in
section 901(b} of the Merchant Marine Act
ot 1936. as amended. that at least
50 percent of the gross tonnage of
commOdities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag co.mercial
vessels to the extent such vessels are
available at fair and reasonable rates?

"1. FAA Sec. 621W. It technical assist.:tflce
is financed. will such assistance be
furnished by private ente~prise on a
contract basis to the fullest extent
practicable? Will the facilities and
resources of other Federal agencies be
utilized. When they are particularly
suitable. not competitive with private
enterprise. and made available without
undue interference with domestic programs?

8. In~ernational Air TLanspo,~ation Fair
Competitive Practices Act, 1974. If air
transportation ot persons or property is
financed on grant basis. will U.S.
carriers be used to the extent such
service is available?

9. FY 1988 Continuing Resolution Sec. 50\.
If the U.S. Government is a party to a
contract for procure.ent. does tbe
contract contain a provision authorizing
termination of such contract {or tbe
convenience of the United States?

10. py 1988 Cont~nuing Resolution Sec. 524.
~f assistance is tor consulting service
through procurement contract pursuant to
5 U.S.C. 3109. are contract expenditures
a matter ot pUblic record and available
tor public inspection (unless otherwise
provided by law oe Executive oeder)?

Annex 0
Page 1 of 10oa~e$

Not at this time.
A waiver will be
considered durina
Ithe fi.rs:t evahration
neriod.

Yes

Yes

Yes, reauirement
will be observed

Yes
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8. CONSTRUCTIO~

1. FAA Sec. 60IJd}. If capital (e.g .•
construction) project. will U.S.
engineering and professional services be
used?

2. fAA Sec. 6] ICc). If cont,racts for
construction are to be financed. will
they be let on a competitive basis to
maximum extent practicable?

J. fAA Sec.: (;~9.{ll. It tOl lconstruction ot
productive entecpri6e. will dggregate
value ot assistance to be furnished by
the U.S. not exceed $100 million (except
for productive enterprises in Egypt that
were described in the CP)~ or does
assistance have the express approval of
Congress?

C. OTHER RESTRICTIONS

1. FAA Sc!c. 122 (b) • If deve]lopment loan
repayable in dollars. is intelest rate 3t
least 2 p~rcent per a.nnum during a grClkce
period which is not to exceed ten years.
and at least 3 perr,ent per. annum
thereafter?

2. FAA Sec. 30ICd). If fund is established
solely by U.S. contributions and
administered by an international
organization. does Comptroller General
have audit rights?

J. FAA Sec. 620Ch). Do arral1gements exislt
to insure that United States foreign aid
ifi not used in a manner Which. contrary
to the best interests of the United
States. promotes or assists the foreign
aid projects or activities of the
Communist-blOC countries?

Annex D
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A.I.D. rules, as
applicable, will be
observeri.

Not apollicablle.

Not applicable.

Fund will be
established by
multidonor contribu
tion. CG will have
audit riqhts for
AID-financed project
activities.

Yes
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4. Will arrangements preclude use of
financing:

Imnex D
PaQe 9 oflOpaqes

d.

b.

c.

d.

FAA Sec. l04Cf}: flY 1281 Continuir!Jl
Resolution Sees. 525, 538. (1) '1'(.
pay for performance of abortions as a
method ot family planning or to
motivate or coerce persons to
practice abortions: (2) to pay tot
pertormance of involuntary
sterilization as method of family
planning. or to coerce or provide
financial incentive to any person to
undergo sterilization; (3) tv pay tor
any biomedical research Which
relale~, in Whole or part, to methods
or the performance of abortions or
involuntary sterilizations as a means
of family ']lanning: or (4) to lobby
tor abortion?

fAA Sec. 483. To r:!ake reimburse
ments. in the torm of cash payments,
to persons Whose illicit drug crops
are eradicated?

FAA Sec. 620(9). To compensa~e

owners tor expropriated or
nationalized property, except to
compen3ate foreign nationals in
accordance with a land reform program
certified by the President?

FAA Sec. 660. To provide training.
advice, or any financial support for
police, prisons, or nther law
enforcement forces, except for
narcotics programs?

I) Yes
2» Yes
3) 'les
4) Yes

Yes

Yes

Yes

e. FAA Sec. 662. For CIA act}.vi ties? Yes

f. FAA Sec. 636(i}. For JPurchase, sale ..
long-term lease, exchange or guaranty Yes
of the sale of motor vehicles
manufactured outside U.S., unless a
waiver is obtained?
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9. FY 19tHi Continuiijg Resolution Sec.
Se3. To pay pensions. annuities.
retirement pay, or adjusted service
compensation for prior or current
military personnel? .

h. FY 1988 C~ntinuing Resolution Sec.
505. 'fo pay U. N. assessments,
arrearages or dues?

i. FY 1988 Continuing Resolution Sec.
506. To carry out provisions of FAA
section 209(d) (t.ransf,er of FAA funds
to multilateral orqani~ations for
lending)?

j. FY 1988 Continuing Resolution Sec.
510. To finance the export of
nuclear equipment. fuel. or
technology?

k. FY 1988 Continuing Resolution Sec.
511. t"oc the purpose of aiding th4i!
efforts of the governuent of such
country to repress the legitimate
rights ot the population of such
country contrary to the Universal
Declaration ot Human Rights?

1. FY 1988 Contilruing Resolution Sec~

516; State Authorization Sec. 109.
To he used for publicity OL

propaganda purposes designed to
support ~r defeat le9i513tioo pending
before Congress. to influence in any
way the outcome of a political
election in the United States, or tor
any publicity or propaqanda purposes
not authorized by Congcess?

Annex 0
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Yes

Yes

'{es

Yes

Yes

Yes



~ ~,.. James A. 14"" ri s
Oi~ector

U.S. Agency for inter~Qtional D~velo~nt
l8 y Sixth Avenue
Ramna-5 y Islamabad

SUbject: US/UO Priva.te Sector PO'her Pro,ject

Oear a·~r. Uorri s:

As part of the agreement between our t~() GOver-nments hn" a SllX year $2.28

bj 1lion economic assi stance programl 1987-199s)c the Go,,'ernment of lP'a~istan

formally requests from USAIO/Pakistan cme hundred and seventy million

dollars ($170 y OOO.OOO) in United States grant assistance for a Private

Sector Power Generation Project ·VSPP).

The PSPP is part of a wi <fer Prj vate Sector Pow€r G.~ner'ati on Program belog

"o-financed by the 'loi'orld Bank., Asian lD\e'~eloprriE'nt Dank, and other donor

agencies that wi 11 assist the GG? in its efforts to provide electric

power for industrial, social and productive uses and which wIn help

ell mi nate the ex treme1)' costly power Ioad shedding whi ch t».", ,-auntry is

experiencing.

The PSPP, a federal project, is designed primarily to mobilize private

sector technical and managerio. resourc4~S to support the Government of

Pakistanis objectives of increasing electric pO"ier generation. The

purpose of the project will be achieved through a combination of

technical assistance, training, comm~dity support and capitalization

assistance.



irht: project c.>nsist:'i of three c~~p~nent.$: (1) Instltution Bonding~ (2)

(,ap1tal1zaUon F~nds clnd {J} Project Support.

Component 1 will strengthen the <:clpabiliities of a netWiori( ofjnsUtutions

required 00 implerrJC:nt the ~£»P~s Private Power po1icy~ ~njch permits the

lPdvate sector to bu~ ld, own and oll'erat~~ power stlUons ana sell electric

power to the nationa: gr1 d. Coru'JJlommt 4~ IjIfj 11 provl dei125 mO hon over a

SlX year period, to an Hlter'!'OOdiate creditinstHutl0n which win finance

JO't of the tvtal cost of privately o'Jolined :jlO'ioi'er SUb-projects. Component:$

jncloaes three activities: the first wi:1 support studjes~ evaluations

cr .ana lyses IDenefic i'" to the GOP to base and implement po licy deci sions

re levant to the project; the second actihdty w'll1 hllleln,e .) portion of

!the development cost of U.S. private se.;tor power proposals; the mird

activity wi) 1 supplement ~SAIO's ability to oversee,ilinplement and

eva luate the enti re proje,ct ettor't.

It is un(llerst~od t.hat the US1\10 iHiisslon Ito Pakistan 'lol'iH see~ approval

from AIIf!iWashi ngton for the project atlthe tirre of submission o· the

project paper. It is further understoo(~ that, subject to the

availability of funds, $167 mi11ion willi !J€ provided for this project

over a six year period.

Based on the ana lyses prav} ded i ill the Plrojec t Paper, the GOP recogni ses

the necessity of '.;ertain policy decisions, regulatory assurances, and

rnana'!jsrrJE:nt de:::isions that will be "equil"'ed on the part of the GOP, to



~n.·lH~~;m enVI;'\!)!1Wtmt.n ,.lIlch the private sector can successfully

r'lp'f<,t:e. Cmrpled '·;1ith the capital contrihutionin CooJlpOncnl 2, the

pH t ~d II res-ul t in the construct ion of several privately mmcd and

cTef",h:,U f,ch'cr phHlts that wi 11 sell pOHer to tib:! national grid.

line C! is cOUJJl'lllted to establish ami sllaff the necessary institution"

~.h~$cribcd in the Project Paper through 1thich the Project wi 11 be

hIJplef:l:anltcd. lllose institutions \.;ill include: a semi-autonomous F'rh/ate

EIWrjJ)' t1H it in the Nlt iona I ncYclop~!Dent finance, Corporal ion; a PI' h"ate

FG'h"er Cd I in the ~·Hnistry of i'tater & POtier; a Pri\'ate Power Cell In the

~'J1l.e:· ,,!IUd POh':cr D:.:\'cJop:rr:cnt Authority; a Coal ~~ining Cell in the ~Hrdstr}'

0f l\:~n)kHm t Natural Rcsom'cC's; aw:J pl'ovide additional staff in thC'

hh:r1-:r ;~ing of the Planning Commission. In addition, it is also

am,Jersu)od. that in order [or the Project to succeed, the pm-wc purchase

agreemc:nts cxecutc{f ~'l1j tl) the various sub-project sponsors \.[I()uld, at a

ITIl ~ iJ j :ift;Ji" j /'lei ude:

L\ i 'lake or pay arrangcarent for a sub~t2'nt ial port ion of the generating

G3F3ci ty of each plant (e.g. 60 per'cent);

on Adequate pOl>1Cr purchase prices to cover the long-run costs and an

nccept2ble adjustment forMlla;

(C) Provisions for effecti\'e and timely' recourse in title event that

h:\l;iJAn~ESC does not iJa? prompt!}';

un :\ccess to fuels required to operate; private power sub-projects which

~»n: controlled uJ" the govermr.ent;



i\ hue) pdcc escalation clause; '.H'd

~jr[)l\ti5ion for arbitration of .10Y disputes arisinl~ '0ut of !the

Cacc laue PH) jecl "grccmcnt ISS i gncd between the COf ~~ the U.S.

Govermncnt. J\lU is hereby authori zed to proceed with tne procuremee~t of

'.cchnical aS5ist:Jnc~, cO!nmod»tics. the arrangements i~)r training for the

project and to incur costs associated with these actions as necessary annd

in accordance with the terms and conditions of the Project Agreement.

the Government of P;;~istanas$urcs the Unit,.,,] States Government of tits

full cooFeration in carrying out the Pr j vate Sector Power Project. ·the

necessary clearances, [l'J3npO\ier. filland,al, and other inputs required of

us will he provided in an expeditious Da~ner.

h'e look fon""ard to a~ont inucd t cG'J:J!Jined, effort by both our Gover~mcnts

to yield a productive and beneficiaj pncgrar.:m:e for the: people of Pakistan.

With best regards.

Yours Sincerely.

Secretary,
Economic Affairs Division

E& E:HD: ~·~IUH: tas
4958U
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AUt~EX F-l

PRIVATE SECTOR POWER (PSP) PROJECT (391-0494)

FAA SECTION 61'1 (e) CERTIFICA,TION

I, James A. "orris, the principal office of the A,gency for International
Development in the Islamic Republic; of Pakistan, having taking into
account, among other things, the mili ntenance and uti lization of projects
in the Islamic Republic of Pakistan previQusly financed or assisted by
the United States, dO hereby certify, pursuant to section 611 (e) of the
Forei gn Assi stance Act of 1961, as amended, that, in my jUdg~lnent, the
Islamic Republic of Pak.istan has both the financial capabilit.>, and the
human resources capability to effe<;tively maintain and utilize the
proposed Private Sector Power (PSP~ project (391-0494).

Tilis judgement is based upon the p.'oject analyses as detailea in the
Private Sector Power Project Paper 3nd is subject to the conditions
imposed therein.

dames A. Norris
IDi rector
USAID/Pakistan

Date
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NIfMEX f-2

PRIVATE SECTOR POWER (PSP) PROJECT (391-0494)--
FAA SECTION 612 (b) CERTIfICATION

A major purpose of the economic ass~istance prograr!1s negotiated betW€Em
the governlilents of the U.S. ana Pa~;istan, acknowltedgeo by both
governments dS a primary reason for' both governm~mts having decided to
Gevelop an economic assistance package, is to pro'~ide balance of payments
assistance to Pakistan.

I have carefully reviewed the ddvisabili ty of <1i sbursing o.S. dollars in
1ieu of U.S-owned excess foreign currency to pay for local costs of
project and non-project assistance in Pakistan. In light of the U.S.
Government·s objectives concerning the program, I have determined that it
\ltQuld be prejuaicial to U.S. intere'sts dna goals 'to pay for all local
currency costs with U.S- owned rupees. Such a Pr~l)cedure would prevent
the U.S. from providing the ri'.aximunll amount of bali~nce of payments support
under the economic assistance packa:ge, and would consequently undercut
one of the basic objectives of the program. The c)bjective of prov"ioing
ba lance of payments assi stance to Paid stan can be:>t be aChievea by
disbursing U.S. dollars to pay for local costs of the program. Section
612(b) of the Foreign Assistance Act of 1961, as Clmendeds authorizes the
administrative official approving the voucher to determine that local
costs wi 11 be funded with direct payment of dollalr's for the program.
Pursuant to this provision. Handbook 19 requires that the Hission
Director (or his designee) make a determination as to the reason in any
instance ~nere U.S. dollars are used (disbursed) ~mer. U.S-owned foreign
currency is avai lable. Where aallars are used tOI' local costs financing,
USAIO/Paki stan wi 11, therefore, m.ake di sbursement~~ to the Government of
Pakistan in U.S. currency.

In view of the above rationale, I, James A. Norris. pr"incipal officer of
the Agency for International Deve10prr~nt "in Pakis1~n, pursuant to Section
612(b) of the Foreign Assistance Act of 1961, as (~~ndeds do hereby
certify the need to disburse United States dollars to cover local
currency costs in 1i eu of usi ng Uni ted Sta tes-owne~d excess rupees under
the Private Sector Power (PSPl Project.

Jlame5" A. ~lorri s
Oirector
USAlfJ/Pakistan
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PRIYATE SECTOR POWEll (PSP) PROJECT (391-0494)

USAID/PAKISTAH MISSION DIRECTOR'S WAIYER fOR A.l.D.
PAYMENT OF IHTERNATIOJfAl PARTICIPAHT TRAYEl COSTS

A. 1.0. ~anobook ~O, Chapter 15bl, provides that the cost of international
travel. including incidental costs. en route as w1el1 as the cost of travel
between the partie ipant's C1 ty andl the points of departure ana return 1n
the particlpant l s home country, shaIJ be paia by the host government or
other sponsor unless., in the case of Hission-fun~~ed programs. the Mission
l)jrector has justified and authOrized full or palitial waivers and has so
noti tied S&T/i1.

Training and institution-builoing are important c:omponents of the
economic assistance programs negotiated bet"een 1~he Governments of the
u.S. and Pakistan. iJSAIO/Pakistan's experience, however, has been that
the Government of Pakistan (GOP), due to serious foreign exdlange and
buagetary constraints, has beer. historically unable to fund international
trave1 costs for short-term trai ni n9 programs ~ lrhe consequences have
been that Pakistani participants h.ave. on numerOlJ/S occasions, been denied
worthwhile and much needed trainin'9, inhibiting the achievement of
project targets.

1 have carefully reviewed the advi:sabillty of reqiuirin9 full GO? funaing
for travel costs for participant tlraining of one year or less and the
alternative of funding such tra.vel with grant ano! loan funds provided
through USAID/Pakistan to the GOP6 Recognizing the objectives of many of
our projects and the fact that proJect success wi 11 be enhanced by
encouraging opportunities for short-tenD training, I have determined that
it would be prejudicial to U.S. interests to require that the GOP pay the
entire international participant t;~avel costs for training programs of
one year or less.

Therefore. on all Mission-funded ty'aining programs up to ana inclUding
one year, USA"D/Pakistan shall be ,'esponsible for the entire cost of the
round-trip econolr!y class air ticket: and other nec1essary incidental costs
en route. Where a PIO,P has been (lriginally written for a progral:l of one
year or less, but, after the participant has init:iated his or her
program, the program is extended S(]I that it exceeds one year in total J

tiSAIO/Pakistan shall also fund the round-trip ticket. The justification
for funding programs that are extemied is to rniniiDize administrative
problems ~ich are otherwise liicel,jI' to occur.
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On the basis of the above justification and pursuant to Handbook 10,
Chapter lS81a, I, James A. Uorris~, principal officer of the Agency for
International l1evelopment in Pakistan. GO hereby waive the requirement
toa t the host government fu ~ ly tuno i ntern3 ti ona1 travel tor trai nl n9
courses of one year or less and authorize payment with USAIu/Pakistan
loan and grant fundS for travel costs as spec1fh~d above.

James A. Norris
Director
USAIO/Pakistan

Date



- 1

~~
'11111'

"--~r:~
...~ '\ ~ ..... ..,j

ANflEX F-4

PRIVATE SECTOR POWER (PSP) PROJECT (391-0494)

CERTIFICATION FOR CCttPlIAHCE WITH GRAY AMfNDI1.EHT

1, James A. Nor:"is, the principal officer of the Agency for InternaUonal
(;evelopment in the Islamic Republi,c of Pakistan, do hereby certify that
the acquisition plan in the Private Sector Power Project Assistance
Approval Document was developed wi th full consid€!ration vf may,imally
involving Minority- and ioromen-O;med Firms, or GralY AA1endment
Organizations, in the provision of required goods and services.
Set-aside opportunities for such organizations to participate in this
project have been assessed ana deemed inapproprialte at thi s stage.
However, such organizations are expected to compete for contract awards,
and prime contractors are expected to make an effort to sub-contract, as
appropriate, with these entities. During the coulrse of implementation,
further opportuni ties for such orgi:mizations to lJ'arUcipate wi 11 be fully
considered.

I

James A. Norri s
Director
USAIO/Pakistan

Date
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Subject: Pakistan - Private S-ectc)r Power (PSP} Project (391-0494)

L Problem: You are requested to determine not to apply the Cargo
Preference Act provisions to prOc.Ul"ements financea by AID unaer the
subject project.

H. BacKground df.1d Di scussion: The Prha te Sector Power Project wi 11
finance the cost of privately spom~ored power generation plants. Some of
these plants may be sponsored by O"S. and Pakistani private joint venture
partnershlps. These Joint efforts vOl be financ,ed by multi-d'onor
contributions to a windOW housed itlltlal1y 1n the Hational Developw..ent
Flnance Corporation omFC), Which 1IIill serve as dill intermediate creait
institution (lelJ. l\'OOng other puw·poses. AU» funds will finance
importation of U.S. equipment and <lccessories rel,ated to power
;eneration. All U.S. project sponsors wi 11 be compet'lng wi to third
country na tiona 1 firms \!Fho are expE!cted to use cOI1npeti tlve ly selected
shipping firms. Experience in Pakistan with POftelr Generation Projects
funded by ADB and lJSAIO under ACE ~t EeE shows that requi rements to use
u.S. shipp1ng f1rms w111 increase total subproject costs by apprOXimately
five percent. In many cases~ this increase is eXlpected to result in the
U.S. project sponsor's proposal being rejected.

By not applying the provisions of the Cargo Preference Act, USAID and the
implementing agency wi 11 be abje t<l1 assure prospective Priiate Sector
Power sponsors that they need not be concerned wi th preferences for U. S.
Flag Cargo Ships in the event that they purchase 1~.S cOlililOdities with
funds provi ded by the Ie L (onseqllient1y. they wi'l1 be able more
successfully to compete fer contract award. iJSAIl) believes that this
assurance will contribute si gnl iicantly toward attracting appropriate U. S
dnd Pakistani firms to participate in the project~

III. Authority: According to Handbook 1, Supplement B, Chapter 10.
Section 02, the AA may make such a determi nation iin consu1ta tion wi th
M/SER/~ and GC ~nen grant funds are to be made available to an leI for
dollar procurement and when A/SER/AAA can determine (or reasonably
forecast) that current prospective use of U.S fla!J ship by the countries
in our region will comply with tr.~ fifty-fifty requirement. M/SER/AAJ1 l s
clearance below constitutes the necessary determination or forecast.
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IV. ReconmemJation: That you aete:rmine not to dlPply the provisions of
the cargo preference act to the Private Sector POINter Project (J9~-(J494).

[] Approve ( ] Oisapproved

Julia Chang Bloch. ANE/~~

Mission Clearances:E&E:J. Horgan (draft)
£&£:IJ. Johnston: (draft)
UMO:A. Bilecky: (draft)
RLA:T. Carter: (draft)
PRO:P. Davis: (draft)
PO~:R. Nachtrieb:(draft)
OIR:J. No"ris: (draft)

Bureau Clearances:ANE/GC:
M/S£RIAA~~~:--------
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DRAFT CONGRESSIONAL NOTIPICA''rHm

AGEUCY FOR llNl'ERmvrIO~~AL OEVELOPI'ENT'
;\OVICE Of PR<OGRAM CHANGE:

COl.JH~ TRY:
PROJECl' TITL£::

PROJECT m.JI~18ER:

F'i 1988 CP REFERENCE:
1,PPHOPR lA l' IOli CATEGORY:
LIFE Of PROJECT FUm)U~G:

IHTE:mE.D F'Y 1986 OBLIGATIOU:

W:T:rAL OBLiGA''!'lON:
ESl'l!"ATED fU~AL OBLIGA"Jr'll.ON:

Pal'd stan
Private S~ctor Power (PSP)
391-0494
Anne x HI, p. 236 and 241
ECOfl«)ffi'lC Support pund (ESP')
$110,000,000 grant
$9,000,000 grant
Pi' 1988
Pi' 1994

Thi sis to aOlli re that A.I .D. intends to obligate $9,000,000 in ESP
grant funds for thi s project in flY 1988. Thi sis a new project and j t
'Was listed in the Pi' 1988 Congr,essional Prerenitation. Planned
Hfe-of-project funding 'io.'111 be $110,,000,000.

The project will prOVide to llie C.overnm,ent of Pakistan critically
needed po~r generation plants, biUiH, o~lled and op4erated in the Private
.sector, and mobi Hz: ng Private &ectOI: financing that heretofore had not
been accessible to the power sector. The project wi 11 promote
socio-ecooomic development in Pakist.a1O through incrtea~d availability of
e lec tri ci ty. A fi nand og fad li t}' wi 11 be re t up through whi ch A.1.O.,
i,.iorld Bank and other donor reSO'lHC.es w,iU be channeled, leveraging equity
investment and ccmmercial financing for Private Sector ventures in power
generation.

Anne x: Ac ti vi ty Da ta Shee t



ACTIVITY DATA SHeET

Purpose: To increase po~r gen~rat1on and distriiolUitilon in Pali;iistam
~hrough -greater prj vate rector parti cipation.

Background: Po~r is critical to SJlstain econow.,ic gl'oW'th in Paid stan.
During the 1980·s, real Got> gre'loi slightly less than 1 ~rcent perltelllr.
This growth femIted in a constantl)( increasing ~I:n:and for power, noW'
"?stjmat.ed to exceed 11 percent per j~ar. Por the past eight ~ars, the
P0'looel" system has ooen unabl~ to meet demand. Widespread load shedding
has resu Hed cnd is expected Ito continue for many ~ars. The potential
marke t fer pri va te ~ctor po~r is large. By 1993 Pa1d stan wi U need
approximately 6,OOO-a·w of addil"-ional power, req\1Jidng investments of
abOll t US $6 bi Ilion. The Water and! Po...-er D'f'velopment Alll thori tty (WAPDA)
wi 11 pr<,bably be able to ~ If-fj n<Mce only 40 perci~nt of i tsii nvesb'nent
program, and addi tiona1 resources 'W'i 11 be needed. UJSA]J1) estimates that
the Prj vate sector cou ld 9Jpply as n1liJch as 4,OOO-Mrt' of the addi tional
po~r needed during the Seventh and Eighth Pive 1e;u Plans (l98S-1998).

Project Description: The project will promote socJio-economic development
in Paid stan through increared e Iectc! ci ty generati()rJi. The project
p'J rpo~ i s to mobi U ze pri va te rec tor re sou ree s to f:i nance, ovm and
operate po-..er plants. It is inltended that the proJect create a
:::.elf-sustaining fund able to rerve as a catalyst for international
oonors, the Private Sector, and the GOP, and eventually as a Hnk between
the Private sector, GOP and lenders on private world debt markets who
'l.UU Id replace the donors. 'T'ne l11nJ111 ti -donor project provi~ s fi nand ng for
resource development mbprojects &Jch as coal mines; the USAI]!) will only
consider such robprojects if the y .u,e dedicated to a Prj vate Sector power
plan t, and propo~d as a <:ombi ned suoproject. The USA!]!) PSP project has
been designed to stand alone and operate in the abl~nee of any other
donor cOf'tribu tion, and }Et f\Unction in consonance wi til other donors
within the framewrk of the World Bank Project as cknd when th~ir

contribu lions become effecti ve •

Relationshil: s>f the Project to A.I.O. COuntry Strategy: The PSP Project
is fu lly consi stent \oi th the key objective s of USAI]!)!Paki stan I s Country
Development Strategy Statem'ent (CDSS) and the draft Energy $ector
Strategy, prepared by the Office of :En-ergy &: envircmment in K:iy 1980.
Poll cy and insH tu to onal reforms, wpport for the private s=ctor and
donor coordination are all integral to th-e draft strategy, tp' s project,
and the CDSS. A specific COSS objective is to have' at least one private
~ctor plant in operation by 1993. ~rhe Project is ropporitive of AID's
o'Jerall development strategy and is directly relate'd to the four pillars
of policy reform r technology transfelr, institution building, and private
9?ctor development.



avOS!!.; iCiountry and O~her Dion{>[s: '1l'he- qjJSAW Proj,ectu S part of ll:lh~

t"u Jltj -oonor program enti tied "prj va ~:e $ector eneI.g y [leve jopment ProgratTh*
:t't:' jog iCiieove lo()e'o by ith~ World laanlk.. '1l'he to Ita 1 coslt of the' entii re program,
is €'sti[rJat(~d at $1.9 bilHc.m, of which A.. I.D. -.iU finance ,~1l11[}1 mdi1lllJon
10 ESt' gr.ant fuods.ihe (i:()P jj s expected tto contdl~lJ]te dn esltJmad:ed
d't'lount of $13.6 ITdJ illon. 'i'he ~OP contribll.Vtion ~ U finance saJia;"jes and
opera :Jing costs of the insti ff,u.ltions i!TIlpllemenitin.g tlhe project iim:Jil!Hling
10caH1' proC'ured cO;;l$rJodii ties.. lin ad!di ltion, j t j s imltl:cipaf':ed that loC'a]
currency If:oltalJ ng $-WO nrd UiOin 'ioVJ U be provj @<11 010' lioca~ banks a~~d

[)eveJLo[>!TIt"nlf: Financial ll.nstH.liJltions to fjjnance locai po~r plant
consttme'tion costs. The filoeM 8anlk has the leadti n~i role ti n tM s PI09TiHl1t
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government enti ties benefi f!:jn9 (rOlTIl ,iOl\fIl increa9?'o, reliiab.1le energy power
3lpply.

"aJor Oil Itpu Its:

EoS tab li shme n It of a semi -aiU itonOl11]iO;U s Pr j va l!:e En'S' rg y
Division within nWFC to adbmiinisiter th-e Energy

[!,/?'Je lop-ment iUnd! Ito be re t iUp \<.i it.hi ill capi tal (lIt

approximately :$550 million~ A.['[). contrHmUon
to the FUnd will be $125 l11]illiioUl~

All Years

x

Increa~d capabi Ii ty of ~.gAP[)A to integrate pri vate X
and public recltor generation and di stribu lion
activi ties. Coal P'O\oeC Pr..Jject,s Jrreparltment of lfilAPDA
wi 11 be strengthened to review D:Jlining proposals.
~~APDA wi 11 i den ti f 'I, approve and i sroe RPP' s for
private rector plants for at least reven potential
S1 tes by December 31, 1993.
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Annex H

Draft P!"oject Ces.cription for 10c 11... S1 0"11 in ProAg Agreement

~. • Proje~t Goa ~. "~~d. V~n~ose

The project goal is. to proimtote soc iO-f:C.;)fiom1C de'te lopffient j n
Pakistan through increased electricity generation. The project purpose
15 to RTI'lObHize private sector resources, to hnance. o\~n and operate pviofer
plants.

11. ?roject Component~

The AU) Private Sector Power project is expectea to form part of a
mu iti -donor project. under' World Bank sponsorship. enlti tIed I~Private
Sector Energy Oeveloprr.ent Project'~. HO)a1E!ver, the AII!)i PSP initiative has
been desjgned to stand a lone and operate in the absen(~e of any other
conor contributions.

The AU) project has three components. The first is a fuur year
insutuUooal develop,ment effort that 'N'ill require ab()ut $20.6 minion.
The project "i n Tinance tl2chnicaJ assistance, training anJ cOffrnoaities
to strengthen the staf~ of the institutions responsible for (1) the GOP-s
re"ie'w and approval of private s€ctGr proposals and O~) operation of
Energy Oeveloprr~nt fund.

The second component win consist of a $125, million contribution tt\ "10

Energy Development fund to be ad~71jnistered by the f.aUooal D'·evel0tlme.lt
finance Corporation UI'OFC). The fZulti·"do'lor project i3lnticipates
contributions from at least the Q,('orld Bank) Japan. 01)1\. Italy and USAID.

Tbe fund 'W~ 11 cover up to JOt of tife t~tal cost of private sector
subprojects. The Fund wi 11 lend to Stlb,-borrowers at 14'1,) it is currently
anticipated. Repayment will be for up to 23 y~- 'i"th eight years-
grace. Refloil'S wi 11 be used to perpetu,ate the r... '\yond tile life of
the project aad allow for contin'Jing 10,ans for prh ... :..€! sector power.

The thlrd cOl"ponent sets aside some $,15 million for (1) financing special
studies in support of the develop..m!ent G'f priYate sectolr power generation
in Pakistan and (2) concessionaJ lo.an SliJpport fOt' US a'nd Pakistani firms
SUbmitting proposals to supply electrlcity to the GOP.. In addition)
about $3.5 mil Hon will be used to fund Mission :ilanagem.ent support,
evaluations and aUdits.

III. Im,le~~ntation Plan

A. Implementation Schedule

The project wi n be implemente~l over ten years, beg'inning with
tne Project Agreement signing, estirnatejj to be in September 1988, and
enai~g on the PACO ola of Septerr~er 1998.



For the institution building coO',pom:nt, a Resident Advisory Team will be
in place tor four years; recrulm-~,lt will begin with ProAg signing*
COlilt.lJ'JOdlities will be ordered at th~ same tirr:<e, and arrive over a 12 roonth
period. AID wi 11 f1 nance the sa laries. of the Paki stami sta it of the
Pri vate Power Cell of the Mi nj 5try of kater and Power' for a periOd of two
years. after which these salaries wPl Ibecome the responsibility of the
GOP. Training will ta~e place over a five year peric.d.

After signature at the ProAg, a Project lmplementatlc.lIO letter wi 11 be
issued transmitting the terms and conditions for use of AID grant
con tributlons to the Energy [)eve 101J~i11ent fund. The ~&ini stry of finance
will estaolish a line of credit through the Pakistan Stat~ Bank in the
account 01; t....e IlOFC for the first tranche of funds. Subsequent tranches
wi)) 00 made on the basis of the rate j)f subproject CJlraW<towns.

B. Actlninistrative Arra~gements

L USAlO Responslbil j ties

The project win be .U'l'.anagf~d by the Mis.-lvu'S office of
Energy and Envi ronment. A US Direct Hlre wi 11 be ass i sted by a Personal
Serv1ces Contractor Project Coordinator' and a fore'ign Service national
Project Assi stan t. USAIO w11 1 have th£~ foHowing responsi bil i ties:

Uegotiation with GOP on all matters related to the
project inclUding definition and revie.r of financial ,and administrative
arrangements.

Coordination wi Ul othE!r donor contrilbutors to the Energy
Funa; host (n~ attena donor mee lings as requi red.

Initiation of periooic disbursements of funds for
proj ec t i IT.p lemen ta t ion.

Overa11 rr.oni tori og of projec t and subproject progress.

lJ,ti th GOP J appr'o'lal of Speci a1 Studies under Component 3.

Procureff~nt of local and expatriate technical assi stance
and contract personnel and rnanagerr"ent of these contracts.

Payment of staff salaries of Private Power Cell of
Ministry of ~ater and Power for two years.

Off-shere procurem~nt of .:orrrnodi ties for Component 1.

Parti ci pa ti on in prGj €'ct eva1ua t ions.,

Post audits of the Private Energy Dhrision of the NOFe
and subprojects~ as needed.



2. GOP ReSpOnSlbil1ties

~;he tollo\oting surrrnarizes the r'esponslbi h ties of the various bOP
enhtjes involved in implementing Hie project:

The Private Power cen of the k'l\P wi n ble the main
count~'~part a~ency for this project. It will have prime re~ponsibiHty

for GUP technical review ana approval ()It subprojects, The Secretary of
Kd ter and Po,,-'er or hi s des i gnee wi 11 (llordi na te proj ett: t decis i oos wi til
other participating ~OP entities.

Acting on behalf of the $eea'etary of the N~P. the Private
Power Cell wi 11 moni tor and report on t,lle implernentat'ion of this project
for a 1J ac1l;, vi ties carrieo out in the ~n1lo1p. 'fj'APlJA, EW ~md any other
rele"lafit dgencies. Each concerned GOP entity will pr4:pare regular
reports on the~r respectjve activitles and share thesi~ wi ttl a 11 others,
;he PP(" PEO. WPPC ano Bl will particip,ate together in key project review
meetings. Shared doCuments will includeirnplementatic>n plans. work
plans. tender docurr~nts, contracts. studies. reports and key
corresponaence betft~en the GOP, WAPDA. OSA10. the WB, the ADB, other
donors and contractors.

'ihe Prl¥ate Energy in YlslOn of the .mFC NH 1 adl1il 01 ster the
Energy Development Funa. The PED wi}l be a new divislon, headed by a
Senior Executive Vice President that .'eport directly ito the Chairman of
the '.OFC. ,mFC and the World Bank have agreed that a study wi 11 be
carried out during the first year of the project to d$SeSS the merits of
establlshing the fund as an autonomous financial instiitution.

Disbursements frern the Fund will be approved by the Senior
Executive Vice President of tbe PED on the recommendation of his staff
and consul tants ana after review by the Iltor)o Bani(.. il 30 (fay objection
period for AID and/or other donors win also be allowed. The PEO will
pro\' i ae Q(>f!ors wi th Quarterly reports and annua 1 auai ts of the Fund as a
~llo1e as well as individual subprojects.

The Energy Wing wahin the Planning Corrrnission will be
responsible for planning and policy reviews of subprojiects for the GOP.

The WAPOA Private Power Cell wi 11 be responsible for
iMp lere-entat; on activ} ties in WAPOA. Th,e CeJl wi 11 be headed by a
Dj rec<tor work i n9 under the poIicy g,Ul dance of the M:emtJler ,. Power.

A variety of entities, inclUding the WAPDA Coal Power
Projects Division, the Coal Mining Cell of the Ministr~ of Petroleum and
NaturaJResources (if cre,ated) and the IEnergy Wing, rr.aIY have
responsibi Ii t} for re¥iewi"9 private selctor proposals wi th mi ni ng
elements.

IV. Budget

The bUdget for the multi -donor project. induein!)1 the AID project"
is sumnarized in the table on the fo11011'l'1n9 page.
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PAKISTAi'l

PR IVATE SECTOR ~"lERCY DEVELOPMENT PRO.l~CT

Loan and Project Summar!

Borrower: Islamic Republic of Pakistan

Beneficiaries: Private Sector Energy Development fund to oe
administered by the ~ational Development Finance
Corporation, and thc()ugh the Fund" private sector (PS)
subprcjec ts which ffileet the eligibil i ty crt terta and
qualify for financing.

~mount: VS$150 ~illion equivaLent.

T~rm~: Repaymerlc over 20 yE!arS, inc hIding a five-year grace
period at the Bank' s Jaandard variable interest rate.

Onlending Terms: The onlending interest rate frclm the Fund to the
eligible private sector entities wCluld currently be 141
p.a. The repayment terms for onlE!nding ....ould be up to
23 years including up' to eight yeaJrs' grace. GOP would
bear the foreign exchange and interest rate risks.

Project Description: The proposed Project ....ould provide:: (a) up to 2,300 ~tW

of power generation capacity, 2 million tons per year of
domestic coal and 132 MMCFD of natural gas by FY93,
financed through a newly es tabl ishE~d energy Development
fund to be administered by NDrC, to cover up to 301. of
the total cost of private sector' subprojects to be
implemented under build-own-operate-transfer
arrangements through limited recourse financing; and (b)
consulting services to train and support the staff of:
(0 the institutions responsible for the approval of
private sector propolsals, and (ii) the Fund in the
appraisal t finance of subprojects and the supervision of
their implementation.

Benefits: The proposed Project would assist GOP in attracting the
participation of PS in the development of energy. It
""'ould facilitate the achievement of the objectives of
the Seventh Plan. and create the framework and
procedures during th,e Seventh Plan that ~Quld tead t~)

an even bigger PS participation during the Eighth ?lan.
By introducing fluidized bed combustion technology for
using low-quality domestic coal in power generation and
state-of-the-art coal mining and oil/gas production
techniques, the prolPosed Project wouli aSS1.st in
overcoming the technological barriers to energy
development currently being experil~nced by the public
sector agencies.



Currency Unit
Rupee 1
Rupee 1
Rupees 1.000.000
(lSi1
US$l.OOO.OOO

..
CURRENCY EQUiVALENTS

Pakistan Rupees (.Rs)
Paisa 100
U5:$0.0571
US$S7.10\l
Rs 17. SO
Rs 17. 500 ,000

, kHoi7'Jeter (km) .::::...
1 kilovolt (kV) :=..
1 megavolt-ampere (:iVA) :

1 'kilowatt hour (k~"h ) =
1 "",egawatt (M\i) =

gigawat.t hour (G;';b) :'

O.62t4 miUes (mil
[,COO vol ts
1,000 kitovolt-~~peres (k~A)

1,000 ~att-hours

a,ooo ktlowatts (k~)

a,OOO.ODO kiLowa[t hours ~k~n)

ADS
AD?
CDW'P
eIDA
elP
C1C
oro
ECC
EeNEe
EPA
ERG
ESL I
GOP
iA
reB

KESC
LES
LIB
LOI
LR..~C

:-WP
:-!P~ffi

?:-mc
??A
PPC
PS
S:;GPL
SP
USAlD
WArDA
r:..i?PC

Asian nevelopc::ent Bank
Annual Develop-oenlt Plan
Central Develop:r,ent ~';oricing ~arty

Canadian InterTh1tion~ll Development Agency
Core Investment Proglram
Coal Mining Cell
Cofinanciers' ~eClZOrandum of Understanding
Economic Coordiination CClrrmittee
Executive Con-mittee q)f the Nationa! Economic Council
Energy Purchase Agrel~c:ent

Energy Review Group
Energy Sector Loan I
Government of Pa~dstan
Implementation Agreeanent
International Co~petilive Bidding
The Export Import Bank of Japan
Karachi Electric Supply Company
Long-Term Strategy fq)r the Oevelopment of Energy
Limited Internationai Bidding
Letter of Intent
Long-Run :'!arginal Cost
:fi11.ion Cubic Feet pl~r [Jay
~inistr1 of Production
~inistry>of Petrolewn and ~aturai Resources
~inistry of Planning and Development
~inistry of Water and Power
~~ational De...eio'im!'en~ ?inance Ccrporat:'on
~~at:"onai £nerg;~ ?on. :C:l Corrmittee
Overseas Oeveiopm~nt Administration
Gil and Gas De·.'eloprrH:nt Corporation
Pakistan ~ineral Deveiopm~nt Corporation
?n·...er ?urchase Agreement
Private Power Cell
Private Sector
Sui ~orthern Gas ?i:;H:lines Li:nited
Security Package
United States Agency for Inte-national Development
~ater and ~ower Development Authority
wArDA's Private Power Cell

GO?"S FISCAL YEA~ (~Y)



Risks:

(ii)

The proposed Pr·oject would also introduce the concept of
limited recourse financing in Pakistan which could be
applied to other sectors. particularly industry and
transport. The Fund to be created under the proposed
Project would mobilize resources for the future
development of the: energy sec'tor by recycling the
revenues attributable to the interest rate spreads.
These funds could be leveraged to mobilize additional
resources for financing future PS energy subprojects t

particularly if the study for assessing the future
structure for the Fund recomrr.ends its evolution into a
separate energy development finance institution.

The proposed Project faces two types of risks. The
first is that the E~xpected participation by the local
financial institutiotns (other than the Fund) may not be
sufficient to mobilize the laJrge amount of local
financing involved. Alternative11~ the project-related
investments may prteempt such a large share of the
investible local resources that the non-energy sectors
sight become severely constrained. In anticipation of
these possibilities, GOP will ':lliow an expansion of
credit by local institutions to accommodate the
incremental financitlg needs of PS projects in energy.
Moreover. in order to avoid the possibil ity of
overburdening the local institutions~ GOP will reach an
agreement with overseas investors that any shortfall in
the contribution of local institutions (equity or loans)
would be made up by oversea,s inves tors t on the
understanding that the local institutions could
subsequently assume the equity Olr loans when they are
able to do so. Tbe second SOUlrce of risk associated
with the proposed Project is that the pipeline of
subprojects may not be built up to fully utilize the
resources of the F\md. However, 'he subprojects, for
which letters of intent have already been issued~ would
utilize about US$300 million from the Fund. :-foreover t

the three other proposals, which are now being prepa=ed
for submission to GOP. could utilize a further US$115
million. The above subproject pJLpeline was built prior
to the establishment of the Fund, and it is expected
that the es tal: I iSMcnt of the Fund ..,i 11 lead to ;)t!':,:!"

subproject proposals,. A third risk assoc iateri ~,.;i:.;: :::'~

project pertains to the possible failure of PS compani~s

to ~enerate the revenue required to cover their
financial coauitments. Revenue generation is a ft,; ..lction
of the agreed price and the quantity to be delive;,,<;d to
energy purchasing a~tencies. The price for sale of energy
is stipulated in E:PAs, which are structured t.o cover
operating costs ~ debt service and provide returns.
Automatic adjustmenl~ mechanisms ~iould be introduced in
these agreements to ensure that investors are
compensated for changes in the costs of their inputs,



(iii)

including the erosion in the value of the rupee relative
to foreign currencies. Energy sales by PS enterprises
would be carried out under a letter of credit to ensure
that payment:> waul d be made in a timely fashion. As for
the willingness of agencies 1:0 purchase the quantities
stipulated in EPAs, the litelihood of a failure in
compliance with this agreement is fairly minimal in that
the investment undertaken by PS are complements rather
than substitutes for public sector investments, and also
that there is a substantial unsatisfied demand for
energy. In addition, the ErAs are designed to allow for
a delivery of specified quantities of energy for which
GOP would guarantee purchase irrespective of whether the
energy is taken or not under a take-or-pay arrangement.
These provisions would minimize the possibility that the
revenues associated with the operation of PS subprojects
would not materililize.

Project Cost and Financing: (in usi Million)

ban~ Cofinanci~~rs ps Equity PS Loans Total

Subprojects 146 409 470 858 1,883
Technical
Assistance 4 6 10

150 415 470 858 1,893

Disbursements:

FY89 FY90 FY91 FY9l FY93 FY94

Annual (US$ M) 11.7 33.2 41.4 43.1 17.7 2.9
Cumulative (US$ M) 11.7 44.9 86.3 129.~~ 147.1 150.0
Cumulative (~) 7.8 29.9 57.5 86.] 98.1 100.0
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I .. ~'I~ERGY SECTOR

A. IQtroduction

LOI Pakistan's performance during the Fifth and Sixth Plans has beenimpressive relative to that of the developed and developing countries. Growthin GOP has averaged over 61 annually. spread across virtually all sectors ofthe 'C"C,l)oomy. This growth has be.~n accompaniel~ by a steady decl ioe- ininflation. from about 10% in FY79 to 41 in fY87. and a generally satisfactorylb'<:l1ance of payments situation. The Government's prudent economic managementand structural reforms have contributE~d to the overal h improvement in economicpl?rformance. The reforms included: deregulation of imports and theintroduction of flexible exctange rate: rdtionalization of prices.particularly of crops and petroleum t~roducts; and dire~ting public developmentexpenc i t:ures t01.i'ard priori ty sectors. Despi te the~.e achieve.nents ~ however.. anu.-nbe:- of structurai constraiints continue t~) persist. The overallinvest:nent-saving performance rel'!'lt:lins lower than illeeded ':0 support essentialpublk ami private investrn-ents without straining U1ie balance of payments.Fublic sector expenditures ha"'c incn~ased faster 1tban resource mobilization.result ing in higher budget def ici ItS "'Dieh reached a imost 91 of GDP in FY81.compared to 5% in fY80. Defid.lts W'eu~e f inanced ~dncipaUy through increaseddomest.ic borro~ing, with greater reHance ~o sources carrying relativelyhigher :nterest rates, raising the share of C,.)verrunent's interest payments inpub He out lays.

1.02 rr,e Government' 5 adjustoenlt program for the Seventh Plan is aimed at:sustaining the grcwth !:tOmentum; providing essential public services;r+::plenish ing the foreign exchange res1erves; and L"eeping' inflationary pressures
lli~de:r control. T~e Go\'eOb":lient intends to incre3se public sector resourcerr.cbilizaticn to free private sallJiings and expand domestic Bank credit forprivate investments, !his would be achieved by restructuring the tax system,improving the price system, enhanc intit cos t recovery for public services, ande!ll;:,hasizing profitabH:'ty of public enterprises. On the expenditure side, theGoverr",,""ent plans to reduce pcoducer and consurner subsidies, contain the growthof non-development spending and ensure that the targeted levels of developmentexpenditures are net exceeded. Appropriate annual credit growth targets forthe non-gcverr.rnent sectors will be set to achieve the projected gains in real?r:o:aL€ investme:HS. !'!oreover. given the relatively unfavorable outlook forincreased ~orkers' remittances. sustained improve~ents in exports and moreeffecti·..e;.;se of foreign capital are en..... isaged. In the energy sector, theG0Ver;~ent plans :0 continue the process of structural reforms (paras1.07-1.19). These reforms wHl: emphasize reS01LU"Ce mobilization through::npro....ed energy pricing and the rationalization 0: consumption through better
{~e::-.a::c -::anagemen:; e~:::::nate the dependence of the revenue earning public
~:::er;:-:5es c-r: ~udgetary support in f,r...·cr of direct borro""'°ing in the capital
:C..lr;c~ t to reduce 'the Government. debt:; rationalize lnves tment in the pub110sector to ensure that priority projects are implement.ed and financed ....ithintnt: a ...aila:::'e resources, and the shortfalls in investments undertaken by thepri'..'are sector; and introduce incentives for the private sector and a.fra.=:ewcrk for its operation to ensure a more prominEmt role in the developmentof e,:ergy. The prcpcsed Project is designed to support GO?' s efforts ininc~ea5:n5 ?rivate sector investments in the energy sector.
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B. Sectoral Setting

L03 Energy Resources. Pakistan' 8 commercially exploitable energy
resources conais t of hydropower t natural gas t 0;'1 and coal. The hydropower
potential is estimated at about 30,000 MW. Proven and probable reserves of
natural gas are estimated at about 16 trill ion cubic feet (TCF) or 400 mill ion
tons of oil equivalent (mtoe) and 3.3 rCF or 80 mtoc, respectively. Reserves....
of oi 1, both probable and proven, are estimated at about 58 million tons.
Coal and ligni te reserves are estimated at about 900 mill ion tons, of which
only 175 million tons are proven. In .addition, the country has a large base
of traditione.1 fuels in the form of fuelwood and agricultural and animal
waste t which play an important role in meeting the rural consumers I energy
needs. However, the supply of fuelwood which is its major component has been
diminishing because of rapid deforestation. Consequellltly, i 1 the foreseeable
future, the share of traditional fuels in the overall supply of energy is
expected to decline relative to that of cOlMl1ercial energy resources. Despite
the potential abundance of its overall energy resources, Pakistan's
exploi tation of these resources remains low. The futu.re development of energy
would require the formulation and implementation of an integrated strategy for
the accelerated exploitation of domestic resources, the rationalization of
investments, pricing and supply, and the strengthening of institutions in the
sector (paras 1.07-1.20).

1.04 Institutional Setting. Four ministries share the responsibility for
the ene:-gy sector: the Ministry of Petroleum and N,atural Resources (MPNR) ,
the Ministry of Water and Power e-rw-p) , the Ministry of Production (MOP), end
the Minis try of Planning and Develop~!lent (MPD). Coordination between the
ministries on energy matters is provided by the Energy Wing of MPD, which acts
as a secretariat for the National Energy Policy Committee (NEPC) and Energy
Review Group (ERG). NEPC is responsible for the form~lation of GOP's overall
energy policy. The review of the investment plans of the sector and the
approval of energy pricing proposals is under the jurisdiction of Economic
Coordination Committee (ECC). the Executive Coml1lli ttee of the National
Economic Council (ECNEC) and Central De,ve1opment Working Party (CDWP) review
and aPP'~ove iDajor proposals and ~rojects in all sectors, including energy.

1.05 The day-to-day management of operations in the energy sector is
vestea in a number of public and private sector entities. the public sector
entities are: the Water and Power Development Authority (WAPDA), which is
responsible for developing Pakistan's water resources and for the
construction, operation and maintenance of power generation, transmission and
distribution facilities throughout the country, except the Karachi area; the
Oil and Gas Development Corpora~ion (CGDC) for exph.r.ation and development of
oil and gas; the Pakistan :-lineral Development Corporation (PHDC) for the
exploration and dev~lopment of mineral resources; the State Petroleum Refinery
and Petrochemical Corporation (PERAC) and the ~ational Refinery Limited (NRL)
for processing crude oil; and the National Petroleum Limited (NPL) for a
proposed hydrocracker project. Also involved in the energy sector are a
n~mber of semi-autonomous entities ill which the Government has, either
directly or through public institutions I a controlling interest. These are:
Karachi Electric Supply Corporation (KESe), which is responsible for the
construction" operation and maintenance of generation faclli ties t as well as
the transmission and distribution for electricity SUP1)ly in the Karachi area;
Sui Northern Gas Pipelines Limited (SNGPL) and Sui Southern Gas Corporation
(SSGC) for the transmission and distribution of natural gas; and the Pakistan
State Oil Limited (PSO) for marketing and distribution of petroleum prOducts.
The private sector (PS) entities include: a large nwnber of Pakistani coal
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mining companies; two refineries, the Attock Refinery Limited (ARL) and
Pakistan Refinery Limited (PRL); and five oil and gas development companies
namely, PakiJtan Petroleum Limited (PPL). Pakistan Oilfields Limi t~d (POL).
the Fauji Foundation, Union Texas and Occidental Petroleum Limited. As shown
in the organization chart (Annex 1.1), all operational entities (public and
semi-autonomous) are under the jurisdiction of MPNR. except for WAPDA, KESe,
NRL and PRL. ftlWP has jurisdiction over WAPDA and KESC and MOP over NRL and
NPL.

C. Developments in ~the Sector) FY79-FY87

1.06 The Fifth five-'iear Plan (FY79-FY83) emphasized the accelerated
development of domestic energy resources and rat.ionalization of energy
prices. A shortage of financial re:sources and inadequate implementation
capabil Hies impeded the achievement ()f the supply targets for all energy
products except natural gas. The largest shortfall was in the power subsector
where only 501 of the target was achieved. followed by toe oil subsector where
only 36% of the output target was attained. The shortfalls, together with the
rapid growth of consumption. precipitclted by GOP' s policy of underpricing
energy in an effort tQ sti"'DUlate econornic growth. resulted in acute shortages
and increased the country'~ dependence on imported energy. In recognition of
the growing supply gap. the Governm-ent accorded high priority to restructuring
the sector during the Sixth Plan (FY8lI-FY88). ][ts objectives were to
accelerate and rationalize the develop1nent of energy. correct distortions in
energy pricing t streamline the institutions and agencies in the sector and
mobilize PS involvement in the development. production and delivery of
energy. However. as these objectives were not translated into concrete
l'olicies and programs in the first two years of the Plan. only one-half of
planned investments for the sector were implementE~d. energy prices were
allowed to decline in real terms, and the institutioQs in the sector remained
unresponsive to the pressing needs of the economy. These setbacks prompted
the Govel~ent to formulate in 1985, with assistance from the Bank, a
Long-term Energy Strategy (LES) t cover~ng a period of about 20 years, which
outlines a program of integrated structural reforms to be implemented over
five-year intervals corresponding to the planning cycle. ~ese are discussed
below under the following subheadings: resource development and energy
invesbments; pricing, demand management and resource mobilization;
institutional development; and progress in the implementation of LES.

D. Long-Term Energy Strategy (1,ES)

Resource Development and Energy Investm~nts

1.07 Primary Er.enn~. Of the COUDltry'S 30~OOO :-IW hydropower ?ote~tial

(para 1.03). only 2~S97 ~tW has been developed~ ~.ainly because of del.ays in
site selection. inadequate preparation and shortage of resources. While
projects which will generate a further 1.928 MW are ;at an advanced stage of
implementation. L£S also calls for the development of another 6,000 Ww by the
year 2000" Of this. 5~OOO M'..l would be in large schemes of between 1,GOO MW
and 3.000 MW to be impler..ented in sequence. and the remaining 1.000 M"w ~ in
relatively small schemes of between liDO rtW and 300 MW. to be implemented
concurrently with the large schemes.

l.OS The share of domestic coal in Pakistan's itotal energy supply has
remained stagnant at about 61 over t. ~ past ten years. This is attributable
to the failure of p~mc. which holds 7'51 of total rE~servesJ to mobilize the
resources to increase its output, and the absence of long term financing that



would stimulate PS investment in the development of its reserves. LES cal as
for the implementation of a program to assess the reserves held by PffDC and
delineitt-c tracts suitable for exploration and development. Also, there has
been no atte:npt hitherto to formulate a framework for allowing PMDC to enter
into joint ventures with local and international PS companies as 1 means of
overcoming the former's technical and IMtl.agerial constraints. and providing
the capital to supplement its invesltrnents. In order to accelerate the
develop.~,· {' of rese~ves held by PSt LES calls for putting the concessions for
coal on an equal footing ~ith those in the oil and gas subsector. Ibis would
a11oloO for the termination of coal coniCessions should the concessionaire(s)
fail to invest in resource assessment and development within a specified
period of time rather th.m continuing the present practice of holding to
concessions indefinitely without initiating activities to develop them.
Emphasis ....ould .a I so be placed on exp.and iog domest ic markets for coal by
constructing coal-tased power Elations of economic sizes and appropriate
technology oed r the mines, and providing incentives for PS to invest in the
CiOdemization of mines to increase output. However. F'a!dstan' s output of. coal
is not expected te, iTteet all of its future needs and t as a resul t J some coal
wouid have to be imported to ensure that future dew.<!.nd for energy is met at
lea~t: cost. Accordingly, L£S calls for increasing thEt annual imports of coah
from 0.5 rntoe to 5 mtoe by the year 2010 as a substitute for ~dgher value'
fuels I.e. petroleum products and natural gas. 'Ihis would raquire the
development of the infrastructure for coal handl ing including port f aci li ties
and transport systems.

1.09 The rate at ..hicn oil and gas are being developed is far slower than
the resource base warrants. LES calls for the formulation of a long-term
progr<L'1Jl for explorat ion and developm-ent s particularly in geologically risky
areas. ....here exploration is to be undertaken through }~int ventures wi tn PS
who would provide risk capi tal and know-how to supplement that of CGOC.
~foreover. the program would delineate tbe areas ....here OeDe is to take the sole
respons ibili ty for develcp-ment, and other areas which would be developed
through ',""ork programs. subcontracts, etc. with PS. LES also ,-d11s for the
accelera~ed development of the dormant 1,0w quality gas fields and its u,se for
the generation of electricity.

1.10 Traditional fuels' share of the rural consu~ers energy needs is
declining because of deforestation caused primarily by the continued
unrestrained use of fueho'ood and the absence of a national program for
afforestation to replenish the supply. As a resul t. the availabili ty of
fuelwood has declined forcing its price in terms of heat content to about
twice the price of fuel oil. This has had adverse impact on the income of the
rural and low-incor::e households which prompted GOP to subsidize the ?dce of
ke~ 3e~e whose ~onsur..ption continues to rise. If this trend con:~~~es

unabated, the subsidies for kerosene in the national budget would absorb the
revenues generated from tbe sale of unsubsidized t'~trtJleum products and deny
the C~verr~nt one of its principal sources for mobilizing resources.
Accordingly. LES proposes a household energy survey to determine the pattern
of ~nergy consumption, the potential foz' substitution betweea t.,·aditional and
commercial fuels and the means for meeting the energy needs of the rural poor
at least cost. Concurrentlys it also calls for an assessment of the potential
for increased use of solar energy for meeting lo",r-temperat.ure hot .....ater
needs. FinallYt LES proposes the fonnulation of a national afforestation
program to be implemented as a part of the Five Year development plans.

1.11 Secondary Energy. LES calls for the formulation of hm:g-term
cocprehensive least cost development plan for the product ion~ trans?!Q!~': .c.t'~C!



dist.ribution of electric! ty. coal t gas and petroleum r"!'oducts to be
ill!l'Jplemenl~d in successive f;ive year intervals to corre£pond with the planning
cycle. lhe five-year in....estment plans t referred to as the Core Irwcstmcent
Plan (elF), would represent the minimuJD req\.\ired to lnaintain the development
of t.he sector. elP would rticeive p.~iority in terms of resources. both
f inane iaA and technical. In the po",er subsector t investment would move
tot.{ards increased reliance on domestic energy resources. such as coal and
hydropuwer, and the use of petroleum products and giZtS would be .Ill lowed only
when such Urie is dee~ed economic.. In this respect. the use of natural gas
would be shifted away from conventional base load plal1lts to combLled cycle and
peaking plants. Domestic coal production should be increased to substitute
for hydrocarbons in the power and industrial sectors. In order to supplement
domestic coal. future increase~ in the thermal generating capacity for base
load plants would he based .JO impolrted coal. U:S a nso calls for the
implern,cntat ion of a long term v1an fOlr the reinfon:ement: and extension of
transmission and distribution to ensure that power is transported and
delivered efficiently. Finally. the rural electrification networks should be
expanded in accordance •... ith a m.1ster plan prepared (~n the basis of economic
and commercial principles.

1.12 As the demand for petrolctL-n prOducts increases. and also the
production of oil from existing fields. the refining capacity would need to be
augmented to meet. t.he growing decrJ(lnd at. least cost. Therefore, in order to
meet th(~ future demand for petroleum pro~ucts. LES <:a11s for increasing the
refining capacity between 1989 and 2010 by S million t;ons, of which 1 million
tons "'od.d be in the form of secondary ref ining to crack fuel oil. In
addition. there is a need for increasing the storage and handling facilities
for petrolewn products. particularly at: Port Qasim and Karachi. As for the
infrastructure for the transport and distribution of natural gas, LES calls
for the expansion of the processing capability to m-E~et the increased demand
and the reinforcement and extension of the distribution network ia the urban
areas based on a long-term plan, the implementation of which is phased over
the successive five year plans.

Pricing, Resource Mobilization and Uemand ~l:3nagement

1.13 LES calls for rationalization olf energy pricels to promote efficiency,
better demand management and resource mobilization. To achieve this
objective. prices of tradeable energy sources, such as oil and petrole~~

products would be set, as a minimum. at their equivalent border price plus the
cost of inland handling. .As for electricity, lignite and gas, which in tne
case of Pakistan are considered non-tradeable, the strategy calls for setting
prices to cover their economic cost of supply, including a premium for
depletable ~esoun:es. and finance an acceptable level of their investment
programs from int.err:al sources. Moreover. the struc'ture of prices for gas,
coal and electricity should reflect the structure dictated r I the economic
cost of supply. WArDA's electricity tariffs which are at about 68% of the
estimated long run !narginal cost of supply (LR.~) should be adjusted annually
to reach parity with UL~ by the mid-1990s wh£~e ensuring that in each year at
least 40% of its investment program is financed from internal sources. As the
projected demand for natural gas exceeds the supply. teconomic pricing of this
resource dictates that in order to rationalize its consumption and mobilize
resources for GOP. its price to various conswner categt:lries should be adjusted
to reach parity with the prices of the petroleum products it displaces. As a
first step. the average gas tariff should be inc:l"eased to reach, as a
miniown.the border price of fuel oil by 1993. In addition~ the structure of
gas tariffs sh.ould be revised and seasonal tariffs introduced to curtail
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de.,nd during the peak seasons. Prices of domestic coal would be adjusted to
the economic cost of supply and provide an acceptable financial rate of return
on investment.

!~~titutional Development

L 14 LES calls for the improvement of the efficiency of the entities in
the sector- by deccR.tralizing decision ll!laking and movtng to-",ards financial and
administrative autonomy. This would apply. in particular, to OCDC. which
should become increasingly self-reliant in financing its exploration and
development program, either through joint ventures or through internal
resources. KESC would restructure its finances to el1lsure that revenues cover
all costs and provide at least 40% of the cost of the investment program. As
for YAPDA. dependence on annual allocations under the budget would be phased
out through greater reliance on the cOl'm1ercial markets for mobilizing
financing. In tb.e area of planning, the strategy calls for strengthening the
capabilities of the Energy Wing in MPD to assume the lead role in integrating
the plans of the entities in the sector into a comprehensive energy
development plan dictated by national priori ties nnd taking into account
financial and resource constraint,s. In the power subsector, LES calls for the
integrated operation of the sector which would require greater cooperation
betliieen WAPDA and }(ESC in investm-ent pl,anning and exchange of power to ensure
that demand for electricit.y is met at least cost. MOlI:eover, the functions and
responsibilities of WAPDA (both for water and power) have grown substantially
over the years to a point where its operational efficiency is beginning to be
strained. As a means of reducing the burden on ",rAPDA" LRS foresees the
separation of WAPDA' s distribution Wi71g into a National Distribution
Corporation, which would purchase power from WAPDA and distribute it
nationally. This would allow WAPDA to con~entrate on the generation and
transmission which would account for about 65% of the total in·lestments in the
subsector. In that event, KESC could be restructured into a privately-owned
power generation corporation that would sell electricity to WAPDA, and the
proposed distribution corporation to t,ake over the distribution in Karachi.
PMDC could be restructured to assume a more active role in the development of
its coal reserves by entering into joint ve:lture for the sole purpose of
developing specific proven reserves. OGOC's te<:hnical and manageri'\l
capabilities should be strengthened, particularly in t:he area of production of
hydrocarbons •

1.15 The implementation of the investment plans for the energy sector
continues to be constrained by the sht)rtage of financial resources and, to
some extent, also the lack of technical know-how. 'The implementation
capabilities of the public sector and semi-autonomous entities in the sector
a:-e also ta-xed and, consequently~ their ability to achieve the targets under
the five-year development plans are hindered. LES cc:LIls for GOP to take all
the necessary measures tv outline and introduce an institutional framework
aimed at providing the security and incentives for PS to increase its
involvement in the development of energy to complement the investments of the
public sector. While PS involvement in the oil and gas subsector has been
under way for several years, its role would be furthe'r strengthened with the
introduction of a better compensation package and fiscal incentives. As for
the powei' and coal subsectors, LES calliS for the reduction in the investment
outlays of the public sector and the delineation of specific investments that
would be earmarked for consideration by PS to provide by 1998 up to 6 tOOO MW
of generating capacity and increase the production of domestic coal by 4
million tons per year.
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Progress!n the Implementation of LES

1.16 To assist the Government in initiating and subsequently reinforcing
and extending the reformS" proposed Wlder LES, a series of sector loans vere
envisaged by the Bank. Each sector loan was to support the implementation of
a monitorable program of policy actions which would form the umbrella for the
Bank' ~ expanded lending for specific energy investments and for the more
effective coordination of external fiinancing for the sector. The first Energy
Sector Loan (ESL rHLn. 2552-PAK) '''as made in 1985 in support of such a
program covering the period F'Y86-FY88. The program involved a two-pronged
approach. The first, which focused on minimizing the shortfalls in energy
during the period FY86-FY88, concentrated on: (i) rationalizing investments;
and (ii) implementing policy actions and institutional reforms needed to
mobilize resources fo::- priori ty projects, restrain the growth of demand for
energy and enhance the planning and project implementation capabilities of the
entities involved in the sector. The second called for studies that would
provide the inputs needed for the formulation of an integrated least cost
development plan for energy.

1.17 A& a first step toward ratilonalizing inv.~stments, a Core Investment
Program (CIP) was outlined in ESL 1 fc~r the remaining three years of the Sixth
Plan. The CIP consisted of high priorit)' projects which. when aggregated
within and across subsector, were dlesigned to mel!!t the forecast demand at
least cost. The sources of finan(:in~ for each project in the CIP were
identified, including the contributicln of the COVE~rn.'!Ient through the Annual
Development Plan (ADP) and that of the sector entities from their
internally-generated funds. To date ~ progress in the implementation of the
CIP has been satisfactory. The fOlllr public sector entities and the four
semi-autonomous entities covered under the loan .lre all expected to fully
implement the agreed priority projects, although actual investments are
expected to be about 10% lower than was originally E~nvisaged, because of lower
than anticipated price for equipment and materials. In fact, cost savings
together with the more efficient. de~ployment of resources enabled OCDC to
reduce its expenditures to a level below those allocated under ADP and yet
implement a larger program than was agreed to under ESL I. The satisfactory
implementation of the elP clearly reaffirms the Govlernment's commitment to LES
in general and to the rationalization of investm~nt in particular~

1.18 In order to restrain the growth of demand. for energy t and mobilize
resources for the priority projects, agreement was reached under ESL I on the
rationalization of both producer and conswnec prices. As producer prices of
gas were insufficient to provide incentives to PS to undertake exploration and
development. GOP adopted a new formula which links the price paid to producers
to the border price of fuel oil. The response of PS has led the goverTh~ent to
consider the application of this fOl:mula to new fields which were already
discovered, but not yet in production, and to future gas fields which could be
developed in existing cmlcessions. The consumer price of natural gas has also
been increased five times since July 1981, averaging about 24% annually in
nominal terms. As of July 1987 the weighted average consumer price of gas was
at about 80% of the border price of fuel oil which is well above the target of
66% agreed with the Bank. Power tariffs, which had remained virtually
unchanged since 1981, were also adjusted in FY86, FY87 and FYBS, to enable
WAPDA to finance 40% of its eIP from internal sources. In addition, th.e
Government has initiated a load res,earch and demand management study which
would provide the means for introducing a structure of tariffs that are based
on marginal cost and for reducing power demand during peak periods.
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1.19 As for ins t i tut ional reforms. the Covernm-.:mt has taken concrete stepsto enc.ourage PS involvement in energy developmt·nt. which the proposed Projectwo\dd further strengthen and support. In adclition. GOP has established aNational. Energy Conservation Center for the G ver,Elll coor.dination of energyconservation activities and an office of £n.~rgy Planning to addresssubstantive pol icy issues. The latter was mel'ged told th, Energy Wing of MOP(para 1.0:2) to s t"reamline planning .activit ies. The C, rnment has completedstudies to reorganize WAPDA and restructure PMDC. Flo '",Ilermore a program tostrengthen the f inane ial. technical and managerial capabil Hies of OCDC hasbeen init iated.

E. The Seventh Five-Yenr Plan for Enl!rgy (FY89-93)

n.20 'If,e Seventh Five··Year Plan for energy. \,rhich was prepared by theEnergy wing of ~'PD. was reviewed and found satisfactory by the Bank. TheSeventh 1'lan's objectives and strategy are largely a continuation of those ofthe Sixth Plan (para 1.07) with the added emphasis on actions to increase thereliance ~n the financial resources and ex~ertise of 1'5 for energy developmentand produ(. ':ion. The total investrnentt required to meet energy supply targetsduring the jllan period is est.Ucalted at Rs 200 billion (US$11.6 billion) innominal terr.ls. The public sector investment program which is achievable if!terms of h:lplementation capability and availabililty of financial resourcesduring the Seventh Plan amounts to Rs 128 billion (US$7. 3 billion).representing 6 /.%, of the total energ, ilovestrrent in the plan while that for thesemi-autonomous agencies amounts to Rs 32 billion (US$2.0 billion)represchting 16%. The remaining Rs ~:O billion (US:U.3 billion) representing20% of total energy investment is exp,ected to be mobilized through the PS. Inphysical. t.:rms. the public sector's investment program in power would add3,600 ~ri of generation capacity by fY93 and extend and reinforce thetrans~ission and distribution networks. Investments planned to be undertakenby KESC would add about 420 X'~ of thermal gener,ation capacity, leaving arequirement of 2.300 ~~ to be provided by the PS. Together. these investmentswould achieve the objectives of the Seventh Plan and provide a smoothtransition into the Eighth Five-Year Plan (FY94-FY98). In the oil and gassubsector t to increase the supply of l:>i1 and gas by 16 mtoe per year by FY93.public sector investments would be utilized to drill 65 exploratory wells and100 development wells. while PS is expected to drill another 60 explorationwells and 150 development wells. In the coal subsec:tor. to increase the coalsupply by about two million tons per year by FYS3, PMDC' s investment wouldfinance the drilling of 60 explorator}r bore holes as well as development andexpansion schemes. while 1'5 would invest in drilling an additional 600 boreholes.

F. Past Investment and Future Strategy of the Bank Group

1.21 The Bank Group's invoivement in Pakistan' s energy sector began in1955. with a loan to fiSC for the cClOstruction of a thermal power station.Since then. it has assisted in implementation of projects in all energysubsectors. In the power subsector. the Bank has participated in the IndusBasin Development Projects, which include the hydro developments at Mangla andTarbela. A series of four credits/loans were made to KESC between 1955 and1967 for the development of its generation capacitYe Since 1970, the Bank hasbeen more directly involved in GOP's program for the expansion of generatingcapacity and transmission and distribution netio,orks, for which sevencredits/loans were made to WAPDA. The first (Cr. 213-PAK) of US$23 million,made in 1970, covered the cost of upgrading the transmission network. Thesecond operation, a Third Window Loan (Ln. 1208T-PAK) of U5$50 million,
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subsequently reduced by US$15 million due to savings achieved under
international competitive bidding, was made in 1975 to finance the development
of part of the 500-1cV transmission system to connect the hydro resources of
the north with the thermal generatIon in the center and south in order to
provide the most economic means of supplying power throughout the COWl try ~

The third operation (Cr. 968-PAK) of US$45 million was made to cover four
years of WAPDA' s program for "he dE~velopment of the secondar.y transmission
syste:-a (FY79-FY83), involving the erection of about 4,345 kl'tl of si~lgle and
double circuit lines and the constru,ction, expansion and reinforcement of 216
substations. Implementatio~. of this project has beE~n completed satisfactorily.

1. 22 In the "etrolewn subsector, the Bank has had a long relationship with
three principal entities, SNGPL, OGDC and NRL. Thie first Bank loan to SNGPL
071-PA.,) in 1964 for US$15 million, was made to finance construction of the
Sui ::'0 Lahore pipeline. The second loan (S97-PAK) in 1969 increased 5NGPL' s
capacity to deliver gas to the Dnwood fertilizer plant. The third loan
(69b-PAK) for US$19.2 million in 1970, the fourth loan (lIOl-PAK) for US$60
million in 1975, and the fifth loan for US$43.0 million in 1983 we~e all made
to SNGPL, and have cUlwlatively achieved the technical objectives of expanding
the transmission and distribution system for the northern part of the country
to a present capacity of 450 MMCFD. In the exploraltion and development field,
the first lending operation to OGDC '''as a credit of U5$30 million for Toot Oil
Development I (867-PAK) which was made in 197'8. In support of GOP' s
continuing efforts tL increasepetrolewn exploration, a loan (2351-PAK) of
US$51.5 million was made to OGDC in 1983 followed by the Toot Oil and Gas II
loan (2374-PAK) in 1984 to improve the reservoir drainage and other surface
facilities at the Toot oil field. The Bank has also financed a Refinery
Engineering and Energy Efficiency loan (2218-PAK) to the National Refinery
Limited (~~L) in 1982 for U5$12 million which has been satisfactorily
ccmpleted.

1. 23 ESL I (2552-PAlO, made in support of Dlleasures to be implemented
during the last three years of the Sixth plan to minimize the shortfall in
achieving the plan targets and maintain a smooth transition into the Seventh
Plan, p~ovided resources for the ongoing projects to be implemented in
FY86-88. In addi tion the Bank has made investlIiJent loans to support the
implementation of L£5. Fourth WAPD~~ (2499-PAK) and Fifth WAPDA (2556-PAK)
power loans, which coincided "dth the preparation of E5L I, support the
extension and reinforcement of the high and medium voltage transmission
networks to evacuate the power to be generated by plants under construction
and reduce technical losses. Kot Addu Combined Cycle loan (2649-PAK) supports
the expansion of generating capacity of WAPDA based on combined cycle
technology, representing the state-of--the-art in tlerms of efficiency in the
cons~~ption of hydrocarbons. Petroleum Resources and Joint Venture loan
(2553-?&K} supports GOP's objective of accelerating the development of
hydrocarbons through joint ventures with PS firms which would supplement
OGDC's technical capabilities and financial resources. Power Plant Efficiency
Improvement loan (2798-PAK) assists in implementing one of the key objectives
of US in the area of secondary energy. It supports WAPDA in improving the
efficiency of its power plants to reduce fuel consumption, reduce maintenance
time and forced outage of plants and provide additional capacity from existing
plants. Implementation of these projects is progressing satisfactorily, with
the exception of Fourth and FifthWAPDA Power Projects which are behind
schedule by over one year because of delays in the preparation and clearance
of the bidding documents. This since has been resolved and currently most of
~he bidding documents have been issued and a substantial number of contracts
a ....arded. A follow-up Refinery Energy Conservation and ~todernization loan
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(2842-PAK) for US$21 mill ion was a1s.:. .....o~ to the same enti ty in 1987 toreduce refinery energy consumption and modify the Nl~L refinery output mix tobetter match demand.

1.24 rhe implementation of Est I has provided a frame....ork for thecoordination of donors' assistance for the implementation of the policies andcore investment p~gram agreed with GOP. The frame ....ork has facilitated theBank and ADB to coordinatE: their lendi.ng with that of the bilateral agencies.and also to mobilize resour .. e:> for GOI). In turn, this has enabled the Bank tobecome effect i ve in assis dng GOP to initiate res truc turing the energy sectorand mobilize addi tional fcnding for investment in the sector. A second sectorloan, ESt II, would provide the umbrella of pol iciel; to be introduced duringthe Seventh Plan. identify investmE!nts ",hich "'ould be critical to theachievements of the plan objectives. and reach .agreement ....ith GOP on amonitorable ?rogram of actions for restructuring the energy sector. TheBank's Oft"O financial support for specific investment agreed under the coreinvestment program ~ould be kept to a minimum to allow for a higher level ofcofinanci:1g. Priodt1 would be given to increasing the involvement of PS inthe development of energy, and accel.~rate the develop[J~ent of infras~ructurefor the transport, storage and distribution of oil, gas and petroleumproducts. In part icular, support ""Ould be providled to CGDC in promotinggreater involvement of PS in the d,evelopment of gas and oil. Finally,assistance ....ould be extended to WAPDA in the implementation of smallhydropo\o er schemes and in the extensi.on of the 1O'\oi-VO I tage network in therural areas.

I!. THE PROJECT

A. Overall Structure

Project Set.ti:lg

2.01 The Fifth Plan called for thE! increased pa:rticipation of PS in thedevelopment of energy resources. Success in achif~ving this objective waslimited to the oil and gas subsector. PS investments in the coal and po....ersubsectors remained stagnant, mainly because of inadequate incentives. In aneffort to address the constraints experienced under the Fifth Plan. the Sixth~lan provided for the increased involvement of PS in energy development as oneof its priorities. However, as specific policies to achieve this objectivewere not introduced, PS investments increased only marginally during the firstt ....o years of the Plan. Subsequently, LES reaffirmed GOP' s emphasis on thedevelopment of a more prominent role for PS to overcome the shortage ofresources and the constraints on the implementation capabilities of the publicsector (para 1.06). As a first step in :he implementation of LES, GOPannounced, in liovember 1985, several measures aimed at stimulating PS interestin the pover and coal subsectors. These included: (a) treatment of PS po....erplants as industrial undertakings t thereby making them eligible for fiscalincentives available to industry; (b) extension of income tax holiday for coalmining in new areas; and (c) exemption of mining and po....er generationequipment from import duties. Despite these measures, the response of PS wasinadequate. Proposals for the expansion of coal mining and po....er generationcapacities required extensive support in terms of subsidies t guarantees andcompensations.
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Projcc; Preparation

~.02 in 1987. GOP requested t.he Bank GcolUpl/to assist with the
initiation of a plan to increase PS participation in energy development. At
the outset, the fcrecast of energy comaunption for the Seventh and Eighth Plan
period 'Was derived. based on: . (a) the projected rates of growth for the main
sectors of the economy ....hich correspond to an average annual rate of growth in
GDP of 51.; (0) increases in the prices of petroleum products to maintain them
at their pr~sent level relative to their equivalent border prices; and
(c) increases in the prices of natural gas. coal and electricity to generate
401 of the investments f rom internal sources and achieve parity .... i th the
economic cost of supply by the end of the Seventh Plan, and maintain them
cons tant in real terms thereaf tel". This analysis showed that the average
annua 1 :",He of increase in the consurnpt ion of eneJ~gy would be 7.0% for the
Seventh Plan .'!nd 6.0t for the Eighth Plan. The inve~.tments needed to meet the
forecast consumption of energy at leala cost were identified by selecting new
projec ts ..."bich~ together wi th existin~t facil ities, "ould minimize the capital
cost of ne"" projects and the operating costs of existing and new projects.
The resul ts provided the annual oultlays in terms of foreign and local
currencies for each project, whose sum represented the total investments
required in the Seventh and Eighth Plans. In order to divide these
investments bet.'een the publ ic and private sectors, the investments to be
undertaken by the public sect.or ....ere ~~stimated by: (a) increasing the average
investment.s of each entity over the last three years of the Sixth Plan by 31
in real terms to ref Ieet improvements in their implementation capabilities;
and (b) limiting the increases in the prices of energy produced by them to a
maximurilof lOt annual nominal increasl~ and the coverage of 401 of the yearly
cost of tneir invesments from internal sources. The difference between the
overall investments required to eeet tbe forecast den~nd at least cost and the
estimated investments 'Which could realistically be undertaken by the public
sector represent the shortfall in invl~stments wbich n if not undertaken, would
result in shortages in energy supply.

2.03 The projected shortages in energy supply to meet the demand during
the Seveath and Eighth Plans would be significant: (a) the deficit in
electricity supply ....ould increase frclm 1,000 MW in 1988 to 2,000 M'", by 1993
and 4,000 MW by 1998; (b) the shortfall in the supply of coal would increase
from 2 million tons in 1993 to 4 million tons in 1998; (c) the shortage of
natural gas ....culd increase from 132~CfD in 1993 to 200 MMCFD in 1998. These
shortfalls would impede the growth of the economy through frequent and
prolonged i~terruption in the supply of electricity to industry and
agricul ture. which together account for 75% l:>f total consumption of
electricity. SO% of the annual coal production and 601 of natural gas
consu...nprion. Alternatively, if substitute fuels aI~e to be used to eliminate
the expected shortages. the annual cost of substitute imports of petrolewn
products would reach US$200 million by 1993, and increase to about US$400
million by 1998~ This would have an adverse impact on the economy.
particularly in view of the expected constraints on the availability of
foreign exchange during the Seventh and Eighth Plans. The constraints on the
implementation capabilities of the public sector, shortage of financial
resources, and the need to sustain the gro.... th of thl~ economy were critical in
inducing GOP to aggressively pursue PS involvement in assuming the leading
role for bridging the expected shortages in energy supply. In order t~ ensu~e

Ire has participated in the prepanition and appr<Llsal of the proposed
Project.
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the timely implementation of the Seventh and Eighth Plans, GOP decided that PS
investments in energy liould be undertaken under build-own-operate-transfer
(BOOT),!.,I'arrangements involving the design, cons tC1l!C t ion, cOlll'Dissioning and
operations of projects by investors, and the transfer of the facilities to the
Government after the completion of their economic life. In addition, since
public investments had to be rati(mal!zed to reduce the burden of the
development plans on the national budget, only BOOT projects involving limited
recourse financing would be considered. This '''culd contribute to the
reduct-ion of -the GOP' s debt burden in the future While provid ing resources
needed for development. The target" for PS investment during the Seventh and
Eighth Plans approved by GOP are summarized in Table 2.1.

Table 2.1:
Incremental Capacities to be Financed by

PS Investments During Seventh and Eighth Plans

Power ~f\eration

Coal Production
Natural Gas

Seventh Plan

2,300 M\ol
2 million tons/year
132 MMCrn

Eighth Plan

2,400 M'W
3 million tons/year
200 MMCrn

The impact of PS investment during !the Seventh Pla.n on WAPDA's tariffs was
assessed, assuming that electricity purchased by the Authority would be priced
at economic cost of supply. to cover 401 of WAPDA's average annual investment
fro~ internal sources as agreed with the Bank. The average tariff for sale to
consumers would increase at an average annual rate of 81 with inves tment by
PS. compared to 101, if WAPDA would i.mplement the ScLIl1e capacity as a part of
its investment program.

2.04 In order to iden~ :_fy the institutional and policy constraints that
could hinder the achievement of the targets set for ilnvestments by PSI a study
was undertaken by the Bank, with the assistance of Arthur D. Little (US
consultants), financed by the United States Aigency for International
Development (USAID), and Coopers & Lybrand Associates (UK consultants),
financed by the Overseas Development Adsinistratioo,. United Kingdom (ODA).
The study recommended;

(a) st::-engthening the institutions responJ;ible for the evaluation
and approval of PS proposals;

(b) creating a vehicle to provide long term financing for PS
investments; and

(c) designing a framework of incentives for PS development of energy.

These recommendations \iere reviewed and agreed with GOP. and as a first step
towards their implementation, ECC approved on Novembl~r 22, 1987 the creation
of a Private Sector Energy Development Fund (Fund) 1:0 be administered by the
National Development Finance Corporation (NDFC). one of the principal
development finance i:1Stitutions in Pakistan, and: the beneficiary under
several Bank operations.

1/ This approach to project development is also referred to as
bui Id-operate-transfer (BOT). TIle difference lies mainly in the time
horizon involved in the transfer of facilities. Under BOT, the
facilities are transferred at the end of a 10ck-it~ period of ten years
or less.
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Proj~t Objectives

2.05 The propo::;cd Project would as,sist GOP in: (a) mobilizing resources
for c~financing private sector investments in energy development to contribute
townrds the achievement of the pbject i ves of the Seventh and Eighth Plans; and
(b) settiag an institutional framework to sustain PS investment and operation
in the energy sector.

rroject Description

2.06 The proposed Project would provide:

(a) up to 2,300 MW of t,Vwer generation capacity. 2 million tons per
year of domestic coal and 132 MMCFD of natural gas by FY93,
financed through a newly 'establ ished En,ergy Development Fund to
be administered by ~'DFC tlO cover up to 30% of the total cost of
private sector subprojects to be implemented under
build-own-Qperate-transfer arrangements through limited recourse
financing; and

(c) consul ting services to tr"in and supporlt the s taft of: (i) the
ins~itutions responsible for the approval of private sector
proposals, and (ii) the Fund in the appraisal, finance of
subprojects and the supervision of their implementation.

Project Cost ani Financing Plan

2.07 The est imated total. cost of the proposed Project is about US$1,893
miltion equivalen-:. The proposed Bank loan of US$lSO million, together with
loans and grants from bilateral aid Cllgencies, amour.Lting to US$415 million,
would finance the Fund and consulting services. The remaining US$1,328
million would be prcvided by PS, cocprised of US$470 million (251) equity and
US$85S million (45%) in local and foreign cmrmercil!ll loans and suppliers'
credits. Of the total PS equity, about US$235 million would be in foreign
exchange and the i"est '"'QuId be provided by Pakis.tani institutional and
individual investors.

Table 2.2:
Project Cost and Financing

(in US$ Million)

Subprojects
Consulting

Services

Bank Cof inancier:s PS Equity PS Loans

146 409 410 858

4 6
150 415 470 858
= == == ===

Total

10
1,893
=-=-===

The proposed loans and grants from the Bank and bHatteral agencies to finance
the Fu~d would be made to GOP with sovereign guarantee. The commercial loans
and suppliers' credit of US$893 million would be p]~ovided under a limited
recourse financing arrangement involving no direct sovereign guarantee.

2 .. 08 All subprojects approved by GOJ~ and financed by the Fund should meet
the eligibility criteria, which among olther things, requires that prices for
energy produced by subprojects are l01ol'er than the cost to the economy of
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producing the same product. Presently. proposals .'or the installation of
..lbout 2.000 11'''; have either been approved in principle (subject to subsequent
ap?{",:li~..a:) or are under review bi' GOP. In addi tion. proposals are under
preparation for increasing the output of domestic coal. These proposal~ were
used to derive the estimated cost of the proposed Project (Annex 2.1). Letter
of Intent (1.01) have been signed by COP for the follo'Wing proposals:
(3) Habibullah Mines of Pakistan and Siemens of Cerman!~ to install 2':<50 MW and
2X15 ~f~ -power 5&.ations. based on dotN~stic coal. at a total cost of about
VS$lSB million; and (0) Xenei Industries of Saudi Ar.abia and Raw-ker Siddeley
POlot'er Engineering of the UK to install 4X300 X',.' oil-based steam power stations
at a total cost of about U5$840 million; and (e) Fecto of Pakistan to install
6X20 ~r..; diesel units ata total cost of about US$70 million. In addition, t'Wo
proposa1.s are currently under revie'W: (.a) a consortium comprising Pakland of
f','!~istdn. and ?yropo....er and Bechtel of USA to install a 3X44 MW station. based
::m GClmes:ic coal. at an estimated cost of about US:Sl65 million. Currently,
the a:"ove consort iu."'O is negotiating the incorporat:ion of a local mining
company ·...nich would contribute equity to the l!;ubproject and develop
une..,<p1oited but proven reserves of coal to produce iOO,OOO tons of coal t~

supply the stations; and (b) INTRAC of ~;SA to install a lX80 MW station, also
based on domestic coal. at an estimated cost of about US$1l3 million. Three
other proposals are ~urrently at an advanced stage of preparation:
(a) D... ut s::~ Babcoc~ ot" Germany to install a 2..'<80 MW domest Ie coal-based
station~ at an estimated cost of abolut US:S207 million, 'Which would also
incl ude the deve iopment of a private.ly-owned coal mine dedicated to the
station; (b) a 140 X"W hydroelectric p<lWer station at an estimated cost of
\:S$210 mil lion; and (c) KUli'.agai-Cumi of Japan and Davy McKee of UK. in a joint
venture ~ith p~. to develop a coal cine at Lakhra for the production of 1.2
:TIl 11 ion tens per year at an estimated leost of US$180 million. All proposals
have been prep\:'!,red in accordance with the Bank's guidelines, and ~ould be
appraised by t.he Fund. foUololing the c·lPpointG1ent of Iconsultants to assist in--
this task (pa~a 2.09).

2.09 The proposed Project includes (l provlslon of U5$10 million to cover
the cos tof consul taney services and tr,aining. which wo'~~ld be financed by the
Banlt: ('US$.4 million). USAID (US$S million) and ODA (US$l million equivalent).
This ,""ould provide about 120 man.monthli of long-term advisory services, 290
man.'l'i.1ntns consuit.ancy support. and 30 manluonths for tr.aining. The consul tancy
services for ute po\o"er subsector would be administered by MWP. and by MPNR for
petroleWJ and coal subsectors. }'''DFC would manage the training and consulting
senrices for the staff administering the Fund. The proposed Bank loan, and
the grants from USAID and ODA, would finance the consulting services required
to assi.s t :-iWP and MPNR in review and approv.al of subprojects and the Fund
appraisal and supervision of subprojects. Details are provided in Annex 2.2.

Bo In~titutional Framework

2.10 So far PS proposals ht:1<1le been dealt with on an ad hoc basis rather
than wi thin a comprehensive frame".ork that outlines the insti tutions and
procedures invol....ed. In .-edition, the absence of adequately trained staff to
support the decision make·.'l:s has been re:sponsible for the delays in the review
and approval of proposals. As a result. PS interest in the energy sector was
dampened~ If GOP is to achieve the level of PS invtestments envisaged under
the Seventh and Eighth Plans. existing institutions should be rationalized.
their capabilities stren,gthened~ and procedures streamlined. This would be
achieved under the proposed Project within the existing organizational
structure. The timetable for implementing the institutional improvement is
presented in Annex 2.3. MWP would be responsible for approval of power

?-
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proposals. and MPNR for oil/gas and coal proposals. The ministries would. on
a case ..·to-case basis. seek the views of other ministries and entities
concerned. e.g. Planning, Transport, Finance, WAPDA, KESC, SNGPL, etc. In
addition. the creation and operations of the Fund would provide the long-term
financing required for PS investment, the appraisal of PS subprojects and the
supervision of their implementa.tion in accordance with standards acceptable to
the Bank and cofinanciers. The proposed Project would assist GOP in
increas ing PS investments under a BOOT arrangement Ithrough limited recourse
financing. This approach to project development liiouid require a set of
criteria, measures, provisions and agreements which, together, referred to as
Security Package (SP), that safeguards the interests of the lenders, investors
and the Government. SP is intended Ito minimize the impact of identified
risks. GOP has requested the Bank to take the lead in outlining a framework
for SP to serve as a basis for the formulation of subprojects specific SPs to
be agreed among those involved. The role of the institutions involved ....ith PS
operations is discussed belo.... and SP is outlined in Chapter III. The outline
of the process invo I ved in the review and approval of PS proposals by GOP, and
the appraisal and supervision of PS subprojects are pn~sented in Annex 2.4.

~P and MP~'R

2.11 PS proposals for power subprojects have been submitted to MWP in
response to GOP' s policy announcement in November 1985 (para 2.01).
Uncertainties concerning required scope of proposals, evaluation process and
criteria, and timetable for approval lllave been l"esponsible for the limited
response ot PSI In order to assist GOP, the Bank has provided interim
guidelines for the formulation and review of prop'JIsals. These guidelines
should be elaborated, formalized, docllJl1ented and publicized. M'..lP and MPNR
would need the support of experienced consultants to prepare a brochure
outlining the policy framework, the format for proposals, evaluation criteria,
and drafts of all agreements required (para 3.07). PS proposals would be
submitted by the investors to the concerned ministries for revie.... , which ....ould
be follo....ed by negotiations ....ith investors. Upon successful completion of
negotiations, the concerned ministry would seek EeC's approval of the
subproject. ~~P, MPNR, the Fund and the energy purchasing entity would review
the proposal for technical viability, integration into the national energy
plan, finan~ing arrangements and price. There is a need to formalize the
process of revie.... and approval of PS proposals. MW"P and MPNR ....ould require
the services of consultants, .... ith experience in the preparation and evaluation
of PS energy projects t to assist in the preparation of the brochure. The
consultancy effort required for this task would be about 35 manmonths.
Therefore, in order to ensure the timely preparation of the brochure
describing pou.c~es and procedures for evaluating PS propo_als, the
preparation of a brochure, satisfactory to the Bank, detailing the guidelines
for the preparation, revie.... and evaIuation of PS proposals, will be a
condition of loan effectiveness (para 5.03(a}).

2.12 The implementation of GOP's policy of increasing PS involvement in
the power subsector is the responsibility of the Secretary in MWP, assisted by
the Additional Secretary for Power. In MP~~, the Director-General, Petroleum
Concessions and Secretary, Mineral Coordination Board assist the Secretary to
deal with PS in the coal and petroleum subsector. The secretaries and their
directors are qualified and competent administrators; ho....ever. in both
ministries, they are not adequately supported by experienced staff. A Private
Power Cell (PPC) in MWP and a Coal Mining Cell (CMC) in MPNR are needed to
provide technical support to the Secretaries. PPC would be headed by a
Director General, supported by five professional staff. The Director General
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would be a qualified engineer with·experience in management of power utilities
with special emphasis on system operation, power supply contracts, and
supervision of projects. Be would be assisted by two power engineers with
experience in the operation of power systems, appraisal of power projects, and
contract management. The Cell would also require !two financial specialists
with experience in project finance, financial management of power utilities
and the development of computer-based financial models. The Director General
for Mining at MPNk would be supported by specialists in coal mining, geology,
and ffnance. '"""The coal mining specialist should be experienced in the
construction, operation and management of mines. The geologist should be
experienced in geological investigation of mining reserves, review of
geological data and mine plans. The financial specialist should be
experienced in financial management of companies dealing with coal mines. As
for the Directorate for Petroleum Concessions, it has had a long tradi tion of
llonitodng PS operation in the sector and it is currently being strengthened
under DS'\.!D and CIDA financing. In order to strengthen the institutional
capabilities for mobilizing PS investments for energy development, the
establishment and staffing, satisfacto:~ the Bank! of a Private Power Cell
in Ministry of Water and Po....er, and a Coal Mining Cell in Ministry of
Petroleum and Natural Resources! to strengthen the institutional capabilities
for mobil~zing PS investments, will b~a condition of loan effectiveness (para
5.03(b».

2.13 PPC and CMC would require the support of specialized consultants to
assist in the review and evaluation of proposa.1s and negotiations of
agreements under SPs. The staff of PPC and CMC, although experienced, ....ould
require training in the review cf PS proposals, development of software for
evaluation and financial analysis, use of ~xport. credits and commercial
financing, particularly under limited recourse arrangements. This task would
require about 50 manmonths of consulting effort. The draft Terms of Reference
f or the consul taney services would be revie....ed during negotiations. In vie....
of the critical role PPC and CMC- would play in processing the PS subprojects
and in order to strengthen their capabilities. GOP agreed, during
negotiations! to appoint I no later than December 31, 1988, consultants under
terms and conditions satisfactory to the Bank! to assist PPC and CMC in the
review and evaluation of private sector proposals! negotiation of
Implementation Agreement and other agr,eements under the Security Package, and
training of their staff (para 5.01(a».

WAPDA

2.14 WAPDA currently meets its power needs from its own generating
stations and power purchases frorl KESC. As a result of GOP's policy of
encouraging PS participation in power generation, ~IAPDA f 5 sources of supply
are expected to be diversified with the commissioning of a number of privately
owned power plants. This would raise complex issues regarding load
dispatching, compensation, penalties for failure to perform$ etc. WAPDA, at
present, has no single group responsible for coordination of the operation of
privately owned po....er plants and negotiation of long-term po....er purchase
agreements. As the contractual and tlechnical aspects of the operation of PS
po....er plant ....ould involve coordination with a number of groups in WAPDA, e.g.
load dispatch, system operation., finance, system planning, etc. ~ there is a
need for a WAPDA Private Po....er Cell (~IPPC) to negotiate and administer power
purchase agreements and coordinate the operation !of privately owned power
plants within WAPDA' s system." WPPC should be headed by either an engineer or
a finance specialist ~eporting directly to Member, Power. The head of the
WPPC should be assisted by a power engineer ....ith experience in power system
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operat ion, lond dispatch, coamercinl aspects of bulk po",er transfers. and a
financial analyst with experience in financial management of power utility.
an order to ensure that WAPDA is adequately prepan~d for the negotiations of
the first power ·e.'lrchase agreement, which is expected in October 1988, as. a
condition of loan effectiveness, GOP will cause WAPll>A to establish and. staff,
satisfactory to the Bank, a pr:ivate pOller cell in thtLAuthority (para 5.03(c».

2.15 Although WAPDA has the engineering expertise in the areas of system
operation, power plant design, etc., it has limited experience in reviewing,
negotiating and administering long-term pOller purchase agreements and
coordinating the operation of privatelY-uwned SOll1rce plant. WPPC would,
therefore, require consultants· services to support and train its staff. The
consultants f:tervices required for this purpose are estimated at about 15
rnanmonths. the terms of reference for consultancy services would be reviewed
duri~& neootiations. In order to strengthen WAPDA's caeabilities in
negotiati:lg ~d administering power purchase agreements, GOP agreed, during
!!£goti~Jons., to cause WAPDA to appoint, by Decemlber ll.t....1988) consultants
under t'!rms and c~nditions satisfact~!'y to the Bank to assist and train the
~~'Staff. in reviewing. negotiating and administer'ing all aspects of power
~lrchase agreements (para 5.01(b».

Private Sector Energy Development Fund

2..16 In view of the size of the projected portfolio vf the Fund, there
could be merit. in .,etting it as an independent. publicly or privately owned.
financial institution. However, the creation of a new institution would
require about two years in view of the extensive w,c,rk needed to outline the
future role of the Fund, sources of financing for its future operations.
financial performance criteria. guidelines for operations t and staffing. PS
investments cannot be held in abeyance during this period jeopardizing the
achievement of the objectives of the Seventh Plan, pnrticularly in view of the
fact that public investments were reduced because of constraints on government
finances,. PS resources for financing energy sector shoul4 materialize at the
initiation of the Plan. The Fund~ therefore. needs to be established
irrmediately. This can only be achiev~~d by its estahlishment as a functional
unit of an existing financial institution. GOP has designated NDFC to
administer the Fund. The la~ter·s operations would, however, be structured to
allow for possible fut.ure detachment frlom NDFC at a later date. Consequently,
the development of the Fund would be implemented in stages. The first stage
would cover its establisll.ment, the recruitment of the core staff and the
appointment of consultants to support the operations during the first few
years. The second stage would involve the recruitment of consultants to
design the organizational structure for the Fund, prepare the operation
manuals, and staffing strategy. Toe third stage would cover a study by the
consultants to assess the feasibility of establishing the Fund as an
autonomous finance institution. GOP agreed) during negotiations, to appoint)
by October 31) 1989, consultants whose qualifications, experience and terms of
reference are satisfactory to the Bank, to undertake a study to assess the
merit of establishing the Fund as an autonomous finance institution; and to
review, with the Bank by March 31, 19901 the results of the study and agree on
a timetable for the implementation of the agreed recommendations (para
5.01(c».

2.17 The Fund would be administered by NDFC through a Division specially
created for that purpose. The relationship between NDFC and the Fund is
presented in Annex 2.5. The tf~rms and conditions under which r-tl>FC would
manage the Fund wouid be set ('mt in an administration agreement between GOP
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and NDfC. rhe manager of the fund should be at the leve l of senior excc:ut ive
vice pres ident/deputy managing di rector. He should report di recttBy to the
Chairt'lan. He would be supported by an executive vice president and two senior
vice presidents with proven expertise in the areas of engineering and
finance. The executive vice president will sJpervise and coordinate the
(unctions of the senior vice presidents. finance and engineering. The senior
vice ;:»resident for engineering wouldi be responstble for the tedmicah
appraisc1.l and supervision of subpro jeel irnplement~~tion. 'The senior Vlce
president for rrnance would be resp{)nsible for the financial appraisal of
subprojects. assessment of the a<!eGuat:y of financial plans and re... ie of the
SPs. and supervision. The senior vice president for engineering ould be
supported by three engineers with exp,erience in the area of polofer generation
and coal mining. a spec ialist in cont~act cr.anagemenlt. and procurement and an
environmental specialist. The seniol: vice president for finance Iofould be
supported by tvo finance specialists. The proposed staff ing for the Fund •
.....oien represents the core team. would be supported by consul ting firms and
financial advisors ",ith expertise in project app:raisai. engineering and
supervision. and in investment banking. The fund should be legally
established and staffed before Septel'llber U988. when the £ina request for
subproject f inane ing is expected. th~~reforet the establishment and staff ing
Qf the fund, and the execution of an Administration Agreement between GOP and
:IDFC, satisfactory to the Banik, 'l<l7iH be a conditiiCm of loan effecti ...eness
(para S.QJ[,ci»

2.18 The staff of the Fund ,,",olUld requill'e the sUIPpoct of consul tants to
outline the guidelines for the operations of the fund. including its
operating~ reporting. and monitodng p'rocedures. Until the consultants' work
is completed and It.; recorrmendat iou~s reviewed and '!lgreed. these procedures
would be identical to those of ~IDFC. Moreover. in ... i.ew of the fact that the
fund could be established as an allltcmolOOUS finance in~;t i tUlion. its procedures
would be established to allow for its detachment £roo\ NDFC at a later date.
should that decision be cr".ade. ~mF( tias extensive experience in financing
large industriai subprojects and the corporation's procedures are satisfactory
to the Bank. However, in view of ~.,,"" corporation's limited experience in
appraisal. financing and supervision of capi tal intensive energy projects. as
well as the varying procurem-ent/disburserl1ent requi.rements of the Fund's
cofinanciers. NDFC's existing guidelines and procedures for appraisal and
supervision would require adaptation for energy subprojects. In order to
carry out this task, }IDFC liould require about .30 marunonths of consultants
assi ..t:ance. Consultants have already been recruited under ODA financing. The
furnishing for approval! to the Bank, of the guidel in,es for the operation~
the Fund. including guidelines for appraisal. approval and supervision of
subpr~jects will be a condition of loan effectiveness !para 5.03(e)}.

C. Operations of the Private Sector Energy ()!evelr:pment fund

Sources of Financing for the Fund

2.19 The Fund vould be financed through loans and grants made to GOP
amounting to US$526 adllion. of which the Rank would provide a loan of US$146
million. The remaining U5$3]4 miUion would be in Ithe form of loans from
JEXUI (US$150 million). ODA (US$49 million) and the Iitalian Government (USSSO
million); and a grant from USAID o;S$175 million). AU loans and grants made
by the Bank and bilateral agenc ies to finance the Fl.ifld. i.e., ltalft ItDSA 1D.
JEXIH. Germany. etc •• would be guarante:ed by the Government. The Fund..rOld.d
provide sub loans to cover up to 30% of the total cost of PS subproject
approved by GOP and ~n>FC. A s~~~ry of the terms and conditions for financing
the Fund is presented in Table 2.3.



- 19 -

Table 2 .. 3:
Term3 and Conditions for Financing the Fund

Source
Loans

Bank.
JEXIWi'b
ODA
Italy
Canada

EJlCch.9nge
~lte Overall

Amount Interest 11~surance Interest

US$ million !!,eight ~!':te ('1) !Jremium (X) !late (;}.
.-

146 0.26 7.12 3.25 }G.97

150 0.21 5.30 1.00 12.30

54 0.10 5.50 3.00 8.00

SO 0.09 1..50 3.00 4.50

30 5.20 3.. 25 8.45

Grants

USAID
Total

lZ5 0.23
555 LOO 7.8SLl.
:a: ==~

_a;;=...

Weighted average.
~ The loan amount is tentative.

Commitments for financing the Fund have been given by USAID~ ODA. Italy and

Canada. The Export-Import Bank of Japan is also consildering cofinancing the

Fund. The Governments of Ger~ny and france have expre.ssed their interest in

cofinancing the Fund. ADD has also been requested by' COP to participate in

cofinancing the Fund and it is presently assessing its position. GOP prefers

that the financing of the Fund be finalized as early as possible. Bowever~

delays in internal clearances and reviE~ws of offici~ll assistance programs

could delay the completion of tbe fii~ancing package. Consequently, the

financing of the Fund has been structured after taking the ",iews of all

potential cofinanciers into consideration to allow for their participation in

the future. The procedures fOI the coordination among cofinanciers would be

detailed in a Cofinanciers' Memorandum of Understanding (eMU) to be finalized

between the Bank~ GOP and the cofinanciers. CMU wouldt outline the processes

involved in the approval of the decision of NDFC for financing subprojects,

clearance of biddin~ documents~ and approval of award recommendations,

reporting format~ and annual audit arrangements. At present. however, there

is a need, for a critical level of resources to be available in the Fund by

the time the first few subprojects are ready to be appraised for possible

financing. Based on the proposals approved and those under review, it is

estimated that at least US$300 million should be available by September 1988~

when requests for financing of subprojects are expecte!d to be received by the

Fund. In order to ensure the timely implementation of the proposed Project,

GOP reviewed witb the Bank. during negotiations, the status of coumitments by

the cofinanciers. Fulfillment of ali conditions precedent to effectiveness of

the Cofinancing Agreements providing for cofinancing funds in an aggregate

amount equivalent to about U5$150 million, in addition to the proposed Bank

loan, will be a condition of loan effectiveness (para 5.03(f» ..
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Qnlending interest Rate

2.20 lhe Fund' S onlending interest ratc for the subprojects ",ould be 141.
yhich is equal to the prevailing rate on foreign loans to industrial
enterprises and GOP's loans to most energy sector entit.ies. I.e. OGDe. SNCPL.
etc. The onlending interest rate ~ould cover: cost of borro~ing. and cost of
operations. and ~lllow for the accumulat ion of reserves. Cost of Borro~ing:

Table 2.3 shows contributions in US dollar equivalent .Ifrom various sources to
the fund with t~ir respect.ive interest rates. In olrder Ito arrive at the
fund's cost of borrowing in rupees. the exchaoge rate insurance scheme offered
by State Bank of Pakistan to both public and private sector entities is used.
The essential feature of the schet!1oe. applicable particularly to long-term
foreign borroving~. is that for the payment of an insunlnce premium. the State
Bank of Pakistan would freeze the rupee to the currency exchange rate
prevailing at the time of opening letters of credit to utilize the loan
funds .rhe insurance premiW"lls. which al'e dif f erent fOlr different cur rene ies.
are fixed for the 1He of the loan. and are applicable to the outstanding
,llmounts of the loan insured. On May 1. 1988. the preo)iums on the currencies
expected to flow into the F'und vere 3.2~)1 for US Ooltar. 3.2S%. for Canadian
doBar. 3.0% for Pounds Sterling. 7.01 for Japanese Yen and 3.01. for Italian
Lira. Accordingly. the veighted average interest rate to be paid by the Fund
is about 8.01. Cvst of Operati~~: The onlending rale would recover the cost
of operating and administering the fund.s. expected to be up to 0.51 of the
disbursed aDOunt. This would COVE!r costs such as personnel and
administrat ion. audi t :ng, reporting, IOii~n docUl"...entat iCJln. and supervision of
subproject imp:ementation. Spread to Accumulate Res,er-lIes: The onlending
interest rate would result in a spread. of approximat:elyS. 51. which would
assist in the accumulation of reserves that could then form the equity capital
for the Fund (para 2.23).

2.21 The onlending rate of interest for each sublo'lIn would be fixed. In
vie.... of the fact that expected inflation is about 6'~ for the Seventh Plan
period, the 14% onlendiog rate would result in a positive real interest rate.
Xoreover. taking into account the cost. of resources to the Fund (para 2.20)
and the fee to be paid to lJDFC. the interest rate spreald is positive. If the
onlending rate is to re..-nain positive~ mcibilize resources for both the Fund and
the Government. and maintain parity with the rates for commercial loans. the
level of the onlending rate should be reviewed periodically to ensure
compliance with these condi~ions. Therefore. GOP agreed t during negotiations,
to review with tt.:e 3a,.k by April 30 of each year beginning with 1989, the
Fund's onlenrling interest rate for new !(Jlsns, with a view to ensuring that the
rate remains positive in real terms and, when appropria.te, revise the interest
rate starting July 1st of the same year (para ;.Ol(d».

Repayment Terns for Onlending

2.22 The repayment period for onlending the Fund's resources I including
the resources received frca the Bank. to subprojects would be up to 23 years.
This repayment period corresponds with the economic life of energy
subprojects. thus allevia~ing one of the constraints to increased involvement
of PS in energy development. The subloans made by the rund would have a grace
period of up to eight years in order to facilitate comlpletion of construction
of long gestation projects. e.g .• hydroelectric projects. and the repayment of
export credits and commercial loans which normally v~uld have repayment
periods of ~ight years. including grace. If the proposed grace and repayment
periods for sub loans from the Fund are shortened. a peaiking in amortization in
the first fev years would acc,ur. necessitating exceptionally high tariffs that
could render the subprojects financially unattractive.
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Forecast of Sources and Applications of ,funds

2. 23 The Fund's forecast sources and appUca~ion of funds statements (or
the period FY89-l-"Y98 are presented in Annex 2.6 and suamarized in Table 2.4.

• Table 2.4:
S~~ry Forecast of Sources and Applications of Funds (FY89-FY98)

Sources ~~ Million B.!..llill ion to

Interest Income 521.0 St.U8 47
Repayment Received 13.1 229 --!-----534.1 9,347 48
Capital Raised 555.0 9.712 50

Other Income
Coamitment Fee 6.1 106 1
Appraisal Fee 14.4 --~ 1

Total Sources 1,109.6 19,417 100
::u::t:tt.:l.=·s::.:a ::;::-:;::::::': ===::z

Applications

Disbursements 555.0 9,712 50
Debt Service 239.9 4,19] 21
Operating Expenses 19.9 348 2
Equity Reserves 294.8 __5,159 27

1,109.6 19,417 100
=~1It :az=~ =

The forecast interest income of the Fund amounts to US$S21 million over the
ten-year period (FY89-98). Capital raised amounting to US$S55 million,
represents the withdrawal from loans and graats financing the Fund.
Additional income, through appraisal fees, amounting to just over US$14
million, and commitment fees on undisbursed subloans, amounting to just over
US$6 million, would be generated. These two sources of revenue would allow
the Fund to cover the cost of consulting services required for the appraisal,
and supervision of implementation of fS, subprojects. As regards the uses of
funds" debt service, which includes interest and repJlyment on each of the
loan currencies flowing into the Fund (para 2.l9) would amount to about
US$240 million over the ten-year period. Operating expenses would amount to
about US$20 million. This results in accumulated net inCGIle to the Fund of
about US$295 million over the ten-year period accumulated at an average of
about US$25 million a year in the Seveuth Plan and tJS$34 million a year in
the Eighth Plan. If the study to assess the merit of detaching the fund from
NDFC (para 2.16) does recommend its detachment from NDFC and setting it as an
autonomous financial institution, the accumulated reserves could form the
equity capital of the Fund without depending upon allocation from GOP' s
budge~. Assuming a 5:1 debt:equity ratio, which is conservative relative to
7:1 ratio allowed for NDFC, this equity would enable the Fund to mobilize an
additional US$250 million each year to finance energy projects in the Eighth
Plan.

Appraisal and Supervision of Subprojects

2.24 Approval of the subproject by GOP involves its signing a Letter of
Intent (LOl) with a prospective iove,stor, and implies a COlIIDitment in
principle only. It would not guarantee financing by the Fund. Financing of
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subprojects by the Fund would only mater.ialize when subprojects are appraised
and found to be technically, economically and financially viable. Each
investor would be required to submit a feasibility study carried out in
accordance wi th guidelines approved by the Bank which would form the basis of
appraisal by the fund. The study would cover project design, engineering.
cost est imates t implementation arrangements t specif ications of equipment and
goods t financing plan. prices, f inanci,al project ions. draft agreements for
supply of - fuels,' .....services and sale of output. environmental impact
assessment, reset t iement plans, etc and all elements of SP. The Fund would
be ass isted by eng ineering consultants and financial advisory f iems in the
appraisal of subprojects. The engineering consult,ants would inter alia
review: (i) suitability of site; (ii) availability of inputs;
(iii) appropriateness of, and proven experience with technology offered;
(iv) project design; (v) arrangements of detailed engineering;
(vi) construct ion strategy; (vii) leost estimate:s; (viii) procurement
arrangements; (ix) arrangements for project operation and maintenance; and
(x) compliance vith Bank' 5 environmental guidelines and resettlement
requirements, and submit a comprehensive assessment of the technical
feasibility of the subproject. The financial advisors would review:
(i) adequacy of financing package; (ii) financial vflability of the project
over its life under various tariff scenarios; (iii) SP; and (iv) corporate
structure. Based on the consultant.s' report. the Fund would prepare
comprehensive appy:aisai report including its own recommendations. In order
to ensure that the subprojects meet the cofinanciers' requirements regarding
quality and viability, the Fund's recommendations would be sent to the Bank
for review on behalf of the cofinanciers. To ensure that subprojects
supported by the Fund are technically and financially viable, during
negotiations, NOfC. agreed that all 10,ans to subprojects costing more than
USS30 million would be s~bject to prior review and approval by the Bank (para
5.02(a»).

2.25 As the Fund is expected to deal with a relatively small but diverse
subprojects, it is not pr.actical to maintain the necessary professional staff
for appraisal and supervision of subprojects. The in--house staff in the Fund
would, therefore, be essentially limited to the core staff required for the
appraisal, supervision and financing operations. The Fund would need to draw
upon specialized consultancy firms fall' support in technical aspects of
appraisal and supervision of the subprojects. Similarly, it would require
the support of financial advisors to assist in the specialized review of the
financing plans and SP. Consultancy services for this work are estimated at
about 150 manmonths. In order to ensure that appraisal and supervision of
subprojects is carried out to standards acceptable to the Bank and the
cofinanciers t appointment of technical consultants and financial firms, under
terms and conditions satisfactory to the Bank, to assist the Fund in
appraisal and supervision of subprojlects will be a condition of loan
effectiveness (para 5.03(s».

Procurement

2.26 The procurement of equipment, materials and services financed by the
Bank would be in accordance with the Bank guidelines. The investors would be
able to utilize tied funds available from a country's donor agency by
following the procurement procedures acceptable to that ageYlcy. Financing
from ODA and Italian Aid agency would be available for. procurement from
their respective countries. USAID funds would finance procurement from US

,and Pakistan. JEXIM' 5 loan to the Fund would be untied with procurement of
goods and services in accordance with the Bank's guidelines. In the event

•
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that the lowest evaluated bidder undur rC8 is from one of the countries
offering tied aid. the contract. to the extent of available financing t would
be financed by the tied aid provided by that agency to the Fund, supplemented
by the funds provided by the Bank and JEXIM. COP has requested the Bank to
coordinate all procurement under Banle guidelines. The Fund would send
bidding documents and evaluation rerorts for ~quipment and services to the
Banle for review. The procure"ment arrcmgements and the compensation by the
cofinanciers for the cost incurred by the Bank in the coordination of
?rocurement under the proposed Project '-'auld be specified in eMU (para 2.19).

2.27 The proposed loan would finance equipment I materials t services and
costs of consultants and training. Contracts financed under the proposed
loan for supply and erection of equipment wowld be awarded through
International Competitive Bidding (ICB). rnvestors 'would also be permitted
to use Limited International Bidding (LIB) for pr'Dcurement of equipments
having only limited number of suppU.ers. The list of equipments to be
procured through LIB would be approved by the Bank before the initiation of
procurement. In the event the investors: procure equipment and services using
LIB. they will be required to seek bids from a list. of potential suppliers
broad enough to ensure competitive prices. As th,e Fund is expected to
finance large and complex contracts, and in ordel:" to minimize the time
required for procurement using iCB. the investors would have the option to
prequalify, prospective bidders for equipment supply and erection contracts.
prior to appraisal of the subprojects. Investors would be required to
advertise the procurement in iocal and internationall press. and to notify
trade represe.ntatives of Bank group member countries and Switzerland.
Bidding documents and award recoaJ::Dendations for contr,acts valued at more than
US$2.5 million would require prior review by the Bank. Consultants would be
selected according to guidelines of the respective cofioancing agencies
financing the services. Consultants financed from the proceeds of the Bank
loan would be selected according to Bank guidelines.

'Disbursements

2.28 The proceeds of the proposed Bank loan would be disbursed against
(a) 100% of the cif (ex-works if manufactured locally) cost of equipment and
materials and 100% of foreign expenditure for erection. both being subject to
ICB; and (c) 100% of cost of consultants. The percentage of Bank financing
would need to be modified for the contracts which are jointly financed by the
Bank and cofinanciers following procurement guidelines compatible with those
of the Bank. i.e. JEXIM. ADB. etc. Disbursements would be fully documented,
except for payments not exceeding US$0 •. 5 million. S'uch disbursements would
be made against statement of expenditures. the documentation for which would
not be submitted to the Bank but retained for inspection by the supervision
mission. The standard procedures for auditing SOE would apply. In order to
facilitate disbursements. a special account would be established in a
commercial Bank, in accordance with terms and conditions satisfactory to the
Bank. The initial deposit in the Special Account would be U5$5 million. A
schedule of disbursements is presented in Annex 2.7. The disbursement
schedule covers a six-year period. As the proposed P'coject is first of its
type. there is no standard profile for such projects. The estimated
disbursement profile takes into consideration identified subproject and the
expected composition of the portfolio tiD be financed from the proposed loan.
The loan closing date would be December 31, 1994.

2.29 The disbursements of cofinanciecs' funds would be in accordance with
their respective guidelines. In case the successful bidder is from a country
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eligible for financing under the guidelines of the Bank, ADB and JEXIM. the
contracts would be financed from all the agencies in proportion to their
contribution to the Fund. Similarly, if the bidder is from a country which
qualifies for financing from two a;gencies providing untied funds, the
contract would be financed from the proceeds of the loans from these two
agencies in proportion to their contri"'ution to the Fund. These disbursement
arrangements would be set out in CMU (para 2.19) •

. -
Environmental and Resettlement Aspects

2.30 The environment and resettlement guidelines for the subprojects.
satisfaclory to the Bank, would be outlined in a brochure issued by GOP (para
2.12). These guidelines should, inter alia, cover critical environmental
factors to be reviewed and monitored, :permissible pollutant levels, principal
control methodS, treatment and disposal of gaseous, liquid and solid wastes,
occupational health and safety ;standards. planning standards for
rehabilitation in the case of involuntary resettlement, and procedures for
implementing and monitoring rehabilitation plans. Pldor to the issue of LOI,
GOP should. for projects which may have significant environmental and social
impact, carry out a prelillinary environmental/reliOettlement screening to
assess the site and technology alternatives. The investors would be required
to submit to the Fund as a part of the Feasibility Study, an environmental
impact assessment for the subproject and. in the event of any dislocation of
inhabitants. a plan for their resettlement. Both these docwnents would be
submitted to the Bank a100g with the Fund's recommendations for the approval
of loan to the subproject. In order to lmsure that the subprojects comply
with the Bank's environmental guidelines, GOP confirmed, during negotiations,
thaI: subprojects approved for loans 1I>y the Fund ~,ould include provisions
requiring compliance wi,th envirorurtental guidel ines at:\d resettlement
requirements, satisfactory to the Bank (para 5.0l(e»,.

Reporting, Accounts and Auditing

2.31 In order to streamline the process of satisfying the reporting
requirements of various cofinanciers of the Fund. COlE' has requested the Bank
to formulate a common reporting package that would be furnished to all
cofinanciers. Accordingly, in coopera1tion with the other cofinanciers, the
Bank has recommended that the reporting package should comprise, as regards
the Fund, a quarterly progress report on the Fund's operations including a
statement on utilization of funds from each cofinancier, annual financial
statements duly audited by an independtmt auditor aClceptable to the Bank and
a Project Completion Report within six months after the completion of the
proposed Project. In addition. for each of the subprojects, the reporting
package would include a quarterly progress report and annual audited
financial statements. A Project Completion Repc)rt would be required
following the completion of each subproject. In order to facilitate the Bank
to monitor the implementation of the proposed Proj1ect, GOP agreed, duri!!,&
negotiations, to furnish to the Bank and the other cofinanciers of the Fund:
(a) quarterly progress reports in a format satisfactory to the Bank;
(b) annual financial statements audited by an independent auditor acceptable
to the Bank, no later than six months after the end of each financial year;
and (c) within six months of the completion of the proposed Project, a
Project Completion Report in a format a1cceptable to the Bank (para 5 .0Uf».
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ItI. SECURITY PACKAGE

A. Introduction

3.01 Pakistan' s economic growth over the decade 'has been accompanied by
increased public sector ou.t1ays, financed increasingly through government
borrowing. Domestic debt has been growing at ov,er 20'% annually since fY80,
and external debt, at about 6.51 per year. Such extensive borroving limits
the access of PS to credit needed to achieve the development goals.
Consequently, GOP has initiated a prograa under the Seventh Plan aimed at
mobilizing resources and curtailing expenditures. On the revenue side, the
tax base "'auld be broadened and prices would be~ rationalized. and on the
expendi ture side, investments would be focussed 0'\ the priority sectors and a
balance maintained between the level of development outlays and
implementat ion capabil i ties of public enterprhes. This strategy would
result in a reduced share of public investments in key sectors and provide an
opportuni ty for GOP to seek a I~reater role for PS in achieving the
deveiopment objectives in these sectors of the economy. Consequently, in the
energy sector, the achievement of the Seventh and Eighth Plan targets is now
dependent on both the public sector performance and the ability of PS to
mobilize the technical and financial resourc.es needed for the timely
implementation of investments. The l30vernment has decided that PS would have
complete freedom to identify investments within the broader framework of the
development plans and take full responsibilit:y for their preparation,
finance t implementation, operations and, possi~l:y. transfer at the end of
their economic life. As stated above. this approach to project development
is referred to as BOOT. GUp· s objectiw~ in encouraging PS investments under
BOOT schemes is to shift the burden of such inv,estment onto PS. In other
words, sovereign guarantees for loans assumed by PS would not be provided t

thereby not increasing the Government' s debt burden. Instead of sovereign
guarantee, the Government would establish an institutional framework for the
operation of PS and agree to a SP needed to provide the incentive for lenders
and investors to consider limited recourse financing.

3.02 In accordance with GOP' s request: t the Bank assisted in the design
and implementation of a framework for SPa 'Ibis framework is not int~Jded to
be applicable to all PS subprojects. but to serve as a basis for the design
of subproject specific SPs. In some cases, it might exceed what is required
and in others, it would require strengthening. The framework of the SP
involves four elements: (a) incentives to PS to undertake investments under
BOOT schemes wi th limited recourse financing; (b) the eligibility criteria
for PS investments to be considered by GOP and the Fund which would safeguard
the interests of lenders. investors and the Government; (c) provisions to
minimize the impact on lenders. investors and GO:!? of identified rislcs that
could occur in the process of preparation, implementation and operation of PS
subprojects; and (d) the Bank role in subproject formulation, appraisal and
supervision.

B. Measures to Attract PS Investments

3.03 SP includes a set of measures, applicable to all PS investments in
the energy sector to be financed by the Fund t which provide incentives to
investors and outlines the commitments of IGOP in maintaining these
incentives. These measures are discussed in detail. below:
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(a) Price for the purchase of energy: GOP's objectives of agreeing
to a price to be paid for energy produced by PS is to provide
incentive to efficiently implement and operate subprojects; and
is, therefore, not a cost plus mechanism. GOP would agree vith
investors on firm prices for energy, expressed in constant
terms i.e., prices of the year during ",hlch nt;gotiations take
place. These prices would be structured based on a set of
agr'el!'d assumptions regard:Lng operating efficiency, level of
output, and capital cost parameters. The prices would cover
operating costs, debt service, and returns on equity.
Adjustments in prices would only be made to accommodate changes
in input prices such as labor, fuel, cost of spares etc.
Adjustments would not be ~lliowed to ensure specific rates of
return on equity. In effect, returns on equity would be a
residual, and would not be adjusted, except for exchange rate
variation to maintain thei:r value una I te:red in real terms. If
the assumptions and parameters used in the determination of
prices are not maintained, the shareholders' returns could be
adversely affected. Conversely, provi(ied the venture were
operated efficiently according to assUiuptions and parameters
agreed in the LOI. it would earn the minimum return, which
could be increased by great·er efficiency ()f operation;

(b) Adjustment Indices: In order to compensate investors for
changes in the prices of inputs which are beyond their control,
indices would be agreed between GOP and the investors to
reflect these changes. These could include changes in price of
fuels t operation, mainte:nance, administration costs t and
exchange rate movements, etc. The cost of debt financing is
expected to be fixed by securing fixed i'1terest rate funds, and
the insurance of foreign exchange risk through the Government's
existing forward foreign exchange scheme;

(c) Fiscal Incentives: GOP has reduced impo,rt duties and taxes on
electrical and mining equipment to all.o" 'PS to offer prices for
energy that are attractiv'e. In addition, specific areas and
localities have been declared industrial zones and are allowed
income tax holidays of up to five years. However, in view of
the fact that the laws could be altered~ GOP has decided that
the price for energy would be net of income tax. GOP would
insulate the PS against changes in duti.es and taxes or other
actions by the Government;

(d) Repatriation of Profits and Debt Service: Investors and
lenders would require assurance that the foreign exchange
necessary to pay dividends and service the foreign debt
requirement would be available. While GOP is unwilling to
contemplate a traditior~l sovereign guarantee of foreign debt,
GOP has agreed that, given that the Rupees are made ~vailablet

State Bank of Pakistan will undertake to me.~e available the
foreign exchange to meet foreign debt service obligations and
pay dividends to foreign share~.,lders; and

(e) Price Reopeners: GOP has decided that price for purchase of
energy from PS, indicated in the LOI t would, be adjus ted for
future changes based on indices (para 3.03(a». The only areas
of uncertainty relate to impact of some aspects of costs which

If
II
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are beyond the control of PS and lenL<!rs. These are civil
works, impact of environmental safeguards t and unanticipated
foreign exchange movements on project and financing costs.
These would represent areas where price could be reopened. PS'
and COP would negotiate. a revised purchase price for energy
after cost estimates for these items ar~ firmed up.

In order to ensure that the incentives to PS are formalized. GOP
~greedl during negotiations, that it ~~ld: (i) determine the price of ene;&i
produced by PS taking into accoun,t a reasonabl.!.. real return on equity
investment, net of inco~.. tax; (ii) 'p'ermit repatrialtioo of profits and debt
service under arrangements vith the State Bank of Pakistani (iii) allow the
revis~on of energy purchase prices .in accordance with agreed indices to
r~flect ~hanges in the prices of inp~~ and exchange rate movementsj and (iv)
allow price reopeners in areas where there are Wlcertainties which coutc!
include civil works J environment.t.---Jlnc foreign ~~xchange movement (pa!.!
5.01(8» •

C. Eligibility Criteria

3.04 The institutional framework for revie"'~ alPpcoval and financing PS
subproject involves two sequential processes: the revieW' of PS proposals by
GOP and the issuance of an LOl" anel the appraisall of subprojects by the
Fund. Criteria are needed to determine whether PS investments are eligible
for consideration first by COP then b" the Fund.The brochure to be issued by
COP would outline the policy framlework, and the guidelines for the
preparation, and the criteria for review and evaluation of PS proposals. The
Fund would also issue guidelines outlining the proc4:dures for appraisal and
supervision of PS subprojects. All PS investments would be screened to
ensure that they are consistent with na.tional priorities.

Eligibility Criteria for Consideration of PS Proposals by GOP

3.05 The eligibility criteria for consideration of PS proposals by COP
are: (a) integrability; (b) competitiveness; and (c) viability.

(a) Integrability: Public and private sector investments should
form an integral part of the national least cost development
plans for the energy subsectors involv4~d. These plans maximize
the benefits to the eClonomy by identifying projects. their
technology, size and implementation schedules which would meet
energy requirements and ensure that public and private
investments are consistent. Least cost plan should be based on
economic prices, which would eliminate distortion in the
prevailing prices attributable to factors such as price and
exchange rate controls, taxes, subsidies, etc.;

(b) Competitiveness: PS investments could be mobilized through:
(i) a general announcement which provides parameters to be
adhered to in the prepalration of proposals, or (ii) proposal
from PS investors solicited through a bidding process, to
implement projects at identified sites, for which feasibilit.y
and environmental impact studies hav~ already been prepared by
the Government. PS subprojects should emerge through a
competitive process. Competitiveness would be ensured under
the two options by considering proposals that offer prices
which, for electricity, would be less than the unit cost of



- 28 -

generation that WAPDA would have :Lncurred, adjusted for
financing available to PSj for coal, is equal to or less than
the economic cost of supply (Long-Run liarginal Cost) expressed
in terms of thermal equhtalencYi and for gas, the cif price of
fuel oil t expressed in th,ermal equivalency; and

!c) Viability: PS proposals should be vilable from the economic
point of view. Their ec()Oomic rate of return should exceed the
financial rate of return, estimated between 151 and 20%, which
is considered appropriate to attract foreign investors in the
international market and correspond to the rates of return
secured by PS in Pakistan at presen'.. In addition, investors
should be creditworthy to undertake the investments. To ensure
commitment to subproject~., equity contJ~ibution of at least 25%
would be required which would result in viable capital
structure and an acceptable debt serviCE! coverage ratio.

(d) Limited Recourse Financing: PS investors should not require
direct sovereign guara.ntee for suppliers' credits and
cotmlercial loans. Institutions providing these funds should be
prepared to assume project specific risks. In the event of
occurrence of these risk(s), the recourse of lenders would be
limited to the provisions broadly outlined in SP.

In order to ensure that PS investments are dictated by national
priorities, GOP agreed, during negotiations, that PS subprojects financed by
the Fund: (i) would form a part of the national :'eas;t cost investment plan;
(ii) would be selected only if the price offered by PS (a) for electricity,
is less than the unit cost of generation that WAPDA would have incurred,
adjusted for financing terms available: to PS, (b) for coal, is equal to or
less than the economic cost of supply (Long-Run Marginal Cost) expressed in
terms of thermal equivalency; and {c} for gas, is below the cif price of fuel
oil, expressed in thermal equivalencYi and (iii) are technically,
economically and financially viable (para 5.01(h)}.

Criteria for Consideration of Subprojects by the Fund

3.06 Although GOP's review of PS proposals would generally establish the
technical, economic and financial viabili ty of subpro jects , such reviews
would be undertaken without reference to any fi~ financing terms and
conditionse Therefore, GOP's approval of proposals, evidenced by issuance of
LOIs, is a necessary but not a sufficient condition for advancing loans from
the Fund. The Fund would have its own guidelines for assessing the technical
and financial viability of PS propos,als. In ordeI' for subproject to be
considered for loans froa the Fund, they should meet the eligibility criteria
outlined below:

(a) Corporate Structure: Subproject
incorporated in Pakistan under the
cases of joint venture "ith public
SIX of the equity of the subproject
PS; and

companies should be
Companies Ordinance. In
sector agencies, at least
company should be held by

(b) Subproject Planning and Implementation: Subproject companies
should appoint: (i) Engineering Consultants with international
experience to prepare detailed design, bidding documents, etc.,
and supervise implementation; (ii) Financial Advisors with
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international experience to prepare the financing package and
negotiate agreements to mobilize limited recourse financing;
and (iii) Principal Contractors with adequate experience to
take full responsibility for the implementation of
subprojects. They should provide performance bonds, of at
least 101 of the contract value and underscore their commitment
to the subprojects by taking up to Sl of the equity; and

(c) Subproject Financing: Not less than 501 of the foreign
exchange debt ior the subproject shall be obtained from sources
other than the Fund, i.e. t foreign coaaercial loans and/or
export credits.

In order to ensure that resources lIIObilized fra- PS are maximized
and that PS subprojects are implemented to ir.~ternationally acceptable
standards, NDFC agreed, during negotiations, that all subproiects to be
! inanced by the Fund: (i) would be undertaken by companies incorporated
under Pakistan Companies Ordinance with at least SIt PS ownershipi
(ii) should be assisted by engineering consultants and financial advisors,
satisfactory to the Bank, in the preparation and implementation of
subproject; (iii) should engage principal contractors, satisfactory to the
Bank, in the construction and coamissioning of .subpr()jectsi and (iv) not less
than sot of the foreign debt requirements shall be obtained from sources
other than the Fund (para 5.02{b».

D. Agreements to Delineate ResponsU)ilities of Lenders, Investors and GOP

3.07 GOP, investors, lenders and creditors would need to enter into a set
of agreements which would define their ~~tual obligations 2~d

responsibilities during construction and operation of the subproject. The
scope of these agreements is detailed l)elow:

(a) Letter of Intent (LOI): LOI would b.~ issued following review
of proposal for investment in the energy sector and the
acceptance by various government agencies of the major
technical and financial parameters afld economic viability of
the proposed investment. The LOI would provide the sponsors
the exclusive right to the project for a period to be
stipulated and GOP's concurrence to initiate the feasibility
studies, selection of contractors and sourcing of financing. .
LOI would include an en.ergy purchase price with provision far
reopeners, outline the incentives, and price adjustment
mechanism. It will also commit the sponsors to complete the
feasibility study within a stipulated period;

(b) Implementation Agreement (IA): IA would be signed between GOP
and investors, following the acceptance of investors'
feasibility studies and would supersede the LOI. IA would be
operative over the eX!Jected life of subprojects and would
define the investors' and GOP I' s obligations during
implementation and operation of the subprojects. the
investors' responsibilities would include financing, design~

construction, operation and maintenance of subprojects to
mutually agreed standards and parameters. GOP's obligation
would include approvals to establish and operate subproject,
permission for foreign private investments and remittance of
foreign exchange, underwriting of energy purchase obligations
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and risks borne by GOP t etc. IA would also def ine the terms
an~ conditions under which the subproject could be transferred
to the Government;

(c") Energy.... Purchase Agreement: EPA would be signed between the
subproject companies and the energy purchasing entities, whose
obligations thereunder would be guaranl:eed br GOP. It would
def ine. the purchase price of the output, the mechanism fOl'
annual adjustments based on indices to be agreed. It would
also specify performance standards, level of guaranteed output
which the energy purchasing entity would buy and the subproject
companies would be obligated to deliver, performance linked
rewards and penal ties, arrangements and frequency of payments.
The arrangements for resolution of disputes regarding purchase
price and operation of the contract would also be defined;

(d) Construction Agreetleot: The Construction Agreement would be
signed between the subproject companies and principal
contractor responsible for construction and commissioning of
subproject. The Construction Agreement would define the scope,
sources of supply, contract value, implementation schedule,
construction standards, penalty and bonus provisions li.nked
with performance. The arrangements for the resolution of
disputes, price adjustment:s, if any, w()uld also b~ defined in
the agreement. The principal contractor would be required to
submit a performance guarantee to the subproject company which
may be expected to assign the benefits of such guarantees to
the lenders;

(e) Operation and Maintenance Agreement: In the event that the
subproject companies are not the subproject operators, they
would be required to sign agreements with entities which would
be responsible for operation and maintenance (0 & M) of
subproject according to performance standards outlined in IA
and EPAe These agreements would outline the role and
responsibilities of the operator vis,-a-vis the subproject
company. In order to ensure that the opet'ations and
maintenance contractor is capable of fulfilling his
responsibilities, GOP would !~rove the 3 & M contractor;

(f) Fuel Supply Agreement: In the case of thermal power plants ...
the subproject companies and the fuel supplier would be
required to enter into a long-term agreement for supply of
fuel. The agreement would stipulate thl! quality, quantity and
frequency of fuel supply, and penal ties for inadequate
performance. The performance of the fuel supplier under the
terms of the fuel supply agreement would be guaranteed by the
Government; and

(g) Other Agreements: SP, in addition to the above, would also
include Shareholders I Agreement t Loan Agreements t and Escrow
Agreements, whose scope and content would depend upon the size
and type of the subprojects,e

In order to clearly set out the mutual rights and obligations of
GOP, the investors, lenders and creditors for subprojects to be financed by .
the tuDd- GOP agreed~ durigg negotiation~_ to (i) issue a Letter of Intent to I
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~he spon:sors and thereafter execute an Implementation Agreement with thesubproject company; and (ii) cause the subproject company to enter into anEnergy Purchase. Agreement, Fuel.-fu!eply Agreement. Construction Agreement.Operation and Maintenance Agreement. and any other ,.Jlgreem~nt required for theimplementation and operation' of the subproject (,para 5.0lC i». GOP als9;agreed to guarantee the EnergI Purchase ,Agreement and the Fuel SupplIAgreement. and ensure th~t the ab,ove agreements ar,a. satisfactory to the Bank(para 5.0l< j ».
E. Provisions to Minimize the Risks of Limited Recourse Financing

3.08 Implementatio~. The principal source of risk during theimplementation stage is delay in project c01lSpleti(~n. Del:t.ys iu subprojectcompletion would involve: risk to the Lenders in thalt their debt. would not beserviced; risk to the investors by foregoing the return; and risk to theGovernment in that the supply of energy would not materiaEze. Delays insubproject implementation could take place because of:

(a) Force Majeur~: In the case of delay in subproject completionor suspension of operation from causes beyond the control ofthe subproject company. the investors would only be protectedto the extent of the insurance coverage obtained by thesubproject companies and. on a C3se··to-case basis. agree toassume the risk. The Government 'liouid provide financingthrough the F-md to comp1lete the subpr'ojects~ provided that itscompletion remains technically and financially viable, andcovers debt servicing to the lenders and thereby ensure
con~inued debt servicing. GOP agreed, during negotiations, toextend., in the event of delay in completion of construction orsuspension of operation Oln account of (:auses beyond the controlof subproject com~nYt loans from the Fund on terms andconditions) satisfactory to the Bank, to the subprojectscompanies to meet their debt servi-::e obligation!! withoutaffecting the provisions agreed under the LA and EPAi (para5 .Ol(k»; and

(b) Failure by the Principal Contractor: In the cases of delayattributable to failure of principal contractors or anysubcontractor, the Company would have :re~ourse to the principa.lcontractors· performance guarantee. If this is not adequate tocover debt service~ the Company may Deled to seek a reschedulingby the lenders. In case of F~otracted delay in impl~ntation~the lender may be expected to have a first ~all on the turnkeycontractor· s performa.. ;e guarantee and ultimately would haverecourse to the project assets. In addition. the Governmentwould be compensated for the loss of energy by exercising theirright to encash the performance guararltee given by thesubproject companies. GOP agreed, during negotiations, torequire all PS investors in subprojects, to be financed by theFund to: (i) if -equired t assign to the lenders/creditors theperformance guarantee furnished to PS subproject comoany by themain contractor responsible for implementation of thesubproject to which such lenders and creditors could haverecourse in the event of delay in th~ implementation of thesubproject; and (if) pr()vide for the .'5 subprojects· lenders
and creditors to have r,ecourse to the pro ject assets (para5-01(1).---"..-.
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3.09 Operations. Once the subprojects are cotl1'pleted. the principal
source of t"isk involves the loss of revenue on account of the foUolling two
n"!asons:

(a)-

(b)

Performance Shortfall: Shortfall in perforrrance could be...
either on account of less than gu.arculteed offtake by the
purchasers. or failure by the 0 &. H con,tractor to perform. In
the first case. there wouJl.d be no shortfall in revenue AS the
subproject would be fully compensated under the take-'lr-pay
arrangements in the EPA. The performanc,e guarantee provided by
the operating companies EMy be assi.gnE~d to the lenders. In
case of shortfall on account of failure in performance of the 0
& M contractor. there ma}' be inad~quat,e revenue to ~et debt
service and. thereafter. other obligations. To provide lenders
vi th a cushion. an escrow account would be maintained (para
3 .IO(b». GOP agreed t ~:!uring negoti~~tions t to require p~

subprojects finan~ed by t~e Fund, to assign to their
lenders/creditors the perfor~~nce guarantee furnished to the
5ubpro ject companies bI the operator 1 to which such
lenders/creditors will havl~ recl()urse., in the event of shortfall
in the pe:.rformance (para 5.0l(m»; and

Default by the Energ]r Purchasing Entity: Under the
institutional arran~e~ent proposed by GOP for the operation of
PSt ':.he energy purchasing entities are expected to be partly or
wholly owned by t~e Coverrunent. Where the purchasing entity is
a government-controlled body. the Government would be the
guarantor of the energy purchasing 3greerrtents (para 3.01).

3.10 Additional Provisions. In addition to the ~lb()ve provisions, there
is a need for additional provisions to cover cost overruns and to establish a
Debt Service Reserve Escrow Accotmt ,,,hich would enhance SP to provide
incentives for lenders and investors to consider limited recourse financing.

(a) Failure by Contractors: In order to prl()vide for contingencies
arising during project cOlllstruction, a standby facility would
be arranged. Similarly t the investors could a) so be required
to provide an undertaking to furnish addi tional equity to
finance cost overruns. The additional financing would be
capitalized based on tht~ arrangements, agr-aed in IA. Le.
provisions regarding cost escalations. The Fund would earmark
a portion of its resourc.~s to support the standby facility.
The subproject companies "'rould be requil~ed to pay a commi tment
charge for the standby facility. The iOOtlfalities of utilization
and servicing thp facility would be detCliled in the procedures
for the F\md to be prepared by the consul tants. GOP agreed t

during negotiations! to pr,-,vide up to 751 of the additional
financing needs arising from an increase:... in the agreed project

- costs, through loans from the Fund, subject to at least 25'1 of
the additional financing being funded hy investors equity and
vithout affecting the provisions agreed, under the IA and EPA
(para 5.0l(n»; and

(b) Debt Service Reserve Escrow Account: As part of the security
to the lenders) a Debt Se:rvice Reserve jgscrow Account, holding
the ensuing six months' debt service requirement. would be
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established by the subp:toject companles to coincide with the
cOlD'Dissioning of the subproject. If the escrow account is
depleted, the subproject c~mpanies would be required to
replenish the escrow account from future earnings. GOP agreed,
durina: negotiations, to cause the l,ubpro)ect ~ompanies to
establish at the time of the commissi9ining of PS subprojects a
debt service eSct~" account which would at all times hold
sufficient funds to meet sLe. months d!~t service requirements
(para 5.02(0»; and

(c) Debt Seniorit!: The Fundvould be created in order to provide
financing for PS subpE'Oj«~cts that voulel serve as a catalyst in
attracting investors equity and coamercial loans. The terms
fer lendlng from the Fund call for an eight-year grace period,
which has been set long enough to allow for the repayment of
most of the coamercial loans and suppliers credits. Ibis
implies that conmercial loans would bE~ senior in repayment to
the loans provided by tbeFund.. The Fund would however. be
28.r.i passu with commercial lenders in liquidation. In order to
formalize this arrangement and provide comfort to the lenders,
GOP agreed, durin&,. "eBotia,tions, to enter into arrangement~

under which the commercial loans and/or export credits obtained
for' the pu~poses of the ,subproject cOmleany shall have priority
g...!er the financina: obtained from the Fund fOl' such purposes in
th.e allocation and distribution of funds il-vailable with the
subproject company for repayment {I>ara 5.01(p». Export
credits and conmercial IOclns "'ill be treated pari passu.

F.. The Role of the Bank Group'

The Bank

3.11 The Bank' s involvement in the formulation of the SP as well as the
implementation of its provisions ¥Ould, provide comfort to the lenders and
investors in considering limited recourse financing. The role of the Bank
follows the cycle of project development from incepti~:l to operation. The
functions through each stage is discussed in detail below.

(a) Framework for the operation of p~: the! Bank has taken the lead
in the formulation of the inatitutional framework for the
solicitation, review and approval of PS proposals by the
Government, and the appraisal and finance of subprojects, and
the supervision of their implementation. The framework would
involve the strengthening of existing institutions through the
appointment of qualified staff. their training and their
support by internationally experienced consultants. The
creation and staffing of the Fund and its design as a
self-contained institution capable of appraising subprojects
and monitoring their implementation, supported by retained
long-term engineering and financial consultants with
international experience. The Bank would monitor the process of
review of proposals prior to the submission of recommendations
to the ECC and the issuance of LOr. This would be undertaken
through the proces~ of ~tupervision for the duration of the
project implementatioal expected to be about six years.
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(b) Appraisal. and Finance of Subproject by the Fund: The Fund
would be created and staffed in a manner .aatiafactory to the
Bank:. The guidelines for tbe operation of the Fund would be
prepared by consultants acceptable to the asok:. the timetable
for the implementation of the procedures for the appraisal and
finance of subprojects would be monitored by the Bank:.
Horeov&Ct the long-term consultants to asaiit the Fund in the
appraisal and the supervision of projects would be appointed in
accordance with terms and cOl1lditions satisf.actory to the Bank.
Prior to the approval of subp.rojects for fi:nancing by the Fund
the aa"nk: would review the appraisal report and the basis on
which a decision was made by the Fund ~o assist a subproject.

(c) Supervision of Subproject Implementation: The consultants
appointed to assist the Fund in the supervision of subproject
implementation would provide a quarterly report of their
findings and recoa:mendAtions Ito the Bank. :£n the course of its
supervision of the proposed Ilroject, Bank ~.taff would review
the operations of the FWld and the status of project
implementation, including disbursement, proclJl.l'ement, etc.

3.12 the Bank, in accordance with CMU, would coordinate all of the
activities relating to the supervision of the implementation of the proposed
Project, including the status of approval of proposals by GOP. appraisal of
PS projects, and their implementation. the modalities for reporting and
clearances would be defined in CMU. The co:&t of undertaking this work would
be supported through resources provided by tine cofinanciers.

3.13 IFe has vorked closely with the Bank te81ll in the! overall appraisal
and design of the proposed fund and stands ready to assist, on a case-by-case
basis, individual subprojects as both cl financial advis:or and ar. at risk
investor. Indeed, IFC is already closely involved with sleveral of the more
advanced subprojects sWImarized in para 2.08 and has !DIet with many other
potential sponsor groups. IFC, with its vide experience of successful
investments in LDC private sector enterprises and the knowledge of what is
required to make ventures of this size and type cOlIlDercially attractive to
equity investors and lenders, has three potential roles:

(a) Financial/Coamercial Advisor: The negotiation of a bankable
implementation agreement, po,ter purchase ,agreement, turnkey
construction contract and operating/maintenance contract are
esaential prerequisites tQ investors· confidence. While some
project spons~rs have al:e ~dy retained financial advisors. IFC
stands ready. where desired., to assist sponsors in t~"le

negotiation of these essential contracts. With its special
relationship with GOP, its coomercial/financial expertise and
its ability to be an at risk investor, IFC is uniquely placed
to play an essential role in negotiating an equitable and
commercially sound project package which can attract the
necessary risk and debt finance. Given the l.arge investment in
time to ensure subprojects of the magnitude envisaged are
bankable, IFC would need to be cOl!lpensated in its role as a
financial advisor. Such compe!nsation would be negotiated with
iadividual subproject sponsors on a case-by-c~ase basis.

(b) Equity Investor: lFC has indicated its willi-ngness to consider
~quity investments in the subprojects expected to benefit from
the Fund.
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Debt Finance: . Equity, together with fun4s available fro. the
Fund~ are expected to account for 55% of individual subproject
cost. leaving 45% to be debt funded on a project riak buia.
In cases where IrC is desired as a financial advisor, IFC would
be prepared to wort with the subproj4~ct sponsors to approach
international lenders and export credit agencies for financing
without a government guarantee. In order to marshall the very
large local debt finance requi r amen,t associated with this
program. IrC would also be prepared to work OIl behalf of the
sponsors with the local. DrI. aDd local branches of foreign
banks to raise the Rupee finance. Additicmally • IFC would be
willing to consider loans for its CVl1 4CCOunt and arrange,
through international sY11Jdicatiou, foreign cODDercial loans.

IV. ~ROJ£CT .JUSTIFICATION

A. Rationale for Bank Involvem~

4.01 The Bank has played a major role in assisting GOP to create an
institutional framework which viII fa.cilitate the participation of PS in
energy development on a hit.herto unp1:'ecedented scale. PS participation on
the scale envisaged could not have been conteD~lated without such a
framework. which resulted from the Bank's strong cSLtalytie role in bringing
together the investors/lenders. suppliers. Cof~Ulciers, and GOP. In
particular, the creation of a Fund within NDFC would not only serve as a
vehicle for mobilizing resources from bilateral cofinanciers and the Bank,
but for channeling funds to viable enterprises on a basis which will generate
resources from the PS (equity, foreign commercial lo'ans, suppliers' credits)
on a scale which will substantially exceed the Fund's own contribution.

4.02 While the institutional framework noted above serves as a good
foundation for the proposed Project. there is a continuing role for the Bank
during its implementation. All cofinanciers will rely. wholly or in part, on
the Bank in ensuring that the preparation of guidelines for PS p~ticipation,

the recruitment and appointment of consultants, the selection of subprojects.
the adoption of appropriate safeguards with regard to environmental and
settlement matters would not only meet high technical standards but would be
fully consistent with the Bank's guidelines. Moreover. the Bank would
coordinate on behalf of all the cofinanciers the requirements concerning
procurement. disbursements and reporting.

B. Benefits

4.03 The proposed Project would assist GOP in attracting the
participation of PS in the development of energy. It would facilitate the
achievement of the objectives of the Seventh Plan. and create the framework
and p::ocedures during the Seventh Plan that could lead to an even bigger PS
participation during the Eighth Plan. By introducing fluidized bed
combustion technology for using low-quality domestic coal in power generation
and state-of-the-art coal mining and oil/gao production techniques, the
proposed Project would assist in overcoming the technological barriers to
energy development currently being experienced by tle public sector agencies.

4.04
recourse

The proposed Project would also introduce the concept of limited'
financing in Pakistan which could be applied to other sectors, I
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particularly industry and transport. The Fund to be created under ~~e

proposed Project would mobilize resources for the future development of the
energy ~ector by recycling the revenues attributable to the interest rate
spreads. These funds could be leveraged to mobilize adaitional resources ~or

financing future P8 energy subprojects through the Fund, if the proposed
study for assessing the future structure for the .Fund recommends its
evolution into a sepacate energy development finance institution.

c. Risks

4.05 One of the risks associated with the proposed Project relates to the
fact that: the pipeline of subprojects may not be built up to fully utilize
the loans and grants made to GOP to finance the Fund. The subprojects for
which letters of intent have "already been issued, namely, Hawker 8iddeley and
Habibullah/Siemens, whose total amount to U5$1,OOO million, representing 50%
of the overall cost of the proposed Project would utilize about U5$300 million
from the Fund. Moreover, considering the very detailed preparation of the
Pyropower, INTRAG and Hub Chowki subprojects, which have been submitted to GOP
for approval, another US$115 million could be committed to these. There are
other proposals under preparation whose total cost is estimated to amount to
U5$600 million, and which would be seeking approximately U5$200 in loans from
the Fund. As a result, approximately U5$415 of the Fundos resources of U8$520
million are likely to be utilized. The above subproject pipeline has been
built up prior to the establishment of the Fund, and a further subproject
pipeline is expected to be built up after the Fund's establishment.

4.06. The subprojects, presently being considered by GOP (para 2.08), are
expected" to require a total of about U8$700 million equivalent in local
financing. This would amount to about U8$130 million per year during the
first three years, tapering down to U5$100 million equivalent per year during
the remaining three years of the implementation period for the proposed
Project. A second risk is that the projected participation by the local
financial institutions, other than the Fund, may not be sufficient to mobilize
the very large amounts of local financing involved in view of the credit
limits set by GOP. Alternatively, the project-related investments may
pre'-empt a large share of the investible local resources that the non-energy
sectors might become severely constrained. In anticipation of these
possibilities, GOP has -allowed for expansion in the credit under the Seventh
Plan to accommodate the incremental financing needs of P8 subprojects in
energy. Moreover, in order to guard against overburdening the financing
capabilities of the Pakistani institutions, P8 investors are required to
provide an undertaking that gaps in local financing would, if necessary, be
covered by funds from outside Pakistan to ensure timely implementation of
subprojects. At a later date to be decided by the financial advisors of the
investors, the Flmd and NDFC, the foreign financing of local funds could be
replaced with loans or equity from Pakistani financial institutions. These
measures would minimize the risk of non-availability of funds to finance local
costs of subprojects.

4.07 A third risk associated with the project pertains to the possible
failure of -PS companies to generate the revenue required to cover their
financial commitments. Revenue generation is a function of the agreed price
and the quantity to be delivered to energy purchasing agencies. The price for

. sale of energy is stipulated in EPAs, which are structured to cover operating
~osts, debt service and provide returns. Automatic adjustment mechanisms would
be introduced in these agreements to ensure that investors are compensated for

. changes in the costs ~f their inputs, including the erosion in the value of
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the rupee relative to foreign currencies. Energy sales by PS enterprises
WOt\ld be carried out under a letter of credit to ensure that payments would be
made in a timely fashion. As for the _willingn9ss of agencies to purchase the
quantities stipulated in EPAs, the likelihood of a failure in compliance with
this agreement is fairly minimal in that the investment undertaken by PS ~re

complements rather than substitutes for public sector investments, and also
that there is a substantial unsatisfied demand for energy. In addition, the
EPAs are designed to allow for a delivery of specified quantities of energy
for which GOP would guarantee purchase irrespective of whether the energy is
taken or not under a take-or-pay arrangement. These provisions would minimize
the possibility that the revenues associated vitb. the operation of PS
subprojects would not materialize.

v. SUMMARY OF AGRE&'tE.NTS AND RECOMMf~NDATIONS

5.01 During negotiations, GOP agreed to:

(a) appoint, no later than December 31, 1.988, consultants. under
terms and conditions satisfactory to tW! Bank, to assist PPC and
CMC in the review and evaluation of pJ:"ivate sector proposals,
negotiation of Implementation Agreements and other agreements
under tbe Security Package, an~ training of their staff (para
2.13);

(b) cause WAPDA to appoint, by December 31, 1988, consultants ~der

terms and conditions satisfactory to the Bank, to assist and
train the WPPC staff in reviewing, negotiating and administering
all aspects of Power Purchase Agreements (para 2.15);

(c) recrui:, by October 31, 1989, consultants whose qualifications,
experience and terms of J:·eferen.ce are .satisfactory to the Bank
to undertake a study to assess the merit of establishing the
Fund as an autonomous finance institution; and to review, with
the Bank, by March 31, 1990, the recoItllJ1endations of the study
and agree on a timetable for the implementation of the agreed
recommendations (para 2.16);

(d) review with the Bank, by April 30 of each year, beginning with
1989, the Fund's onlending interest rate for new loans, with a
view to ensuring that the rate remains positive in real terms
and, when appropriate, revise the interest rate starting July
1st of the same year (para 2.21);

(e) confirm that subprojects approved for loans by the Fund would
include provisions requiring compliance with environmental
guidelines and resettlement requirements, satisfactory to the
Bank (para 2.30); and

(f) furnish to the Bank and the other cofinanciers of the Fund
(i) quarterly progress reports in a format satisfactory to the
Bank; (ii) annual financial statements audited by an independent
auditor acceptable to the Bank, no late]:, than six months after
the end of each financial year; and (iii) within six months of
the completion of the proposed Project, a Project Completion
Report in a format acceptable to the Bank (para 2.31).
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(g) (i) determine the price of energy produced by PS. taking into
account a reasonable real return on equity investment. net of
income tax; (ii) permdt repatriation of profits and debt service
under arrangements with the State Bank of Pakistan; (iii) allow
the revision of energy purchase prices in accordance with agreed
indices to reflect changes in the prices bf input and exchange

- ~---rate movements; and (iv) allow price reCipeners in areas where
there are uncertainties which would itkclude civil works.
environment. and foreign exchange movement (para 3.03);

(h) ensure that PS subprojects financed by the Fund: (i) would form
a part of the national least cost investment: plan; (ii) would be
selected only if the price offered by PS (a) for electricity. is
less than the unit cost of generation that WAPDA would have
incurred adjusted for financi.ng terms available to PS. (b) for
coal, is equal to or less than the economic cost of supply
(Long-Run Marginal Cost) ,expressed in terms of thermal
equivalency. and (c) for gas, is below the eif price of fuel oil
expressed in thermal equivalence; and (iii) are technically.
economically and financially viable (para 3.05);

(i) (1) issue a Letter of Intent to the spo:nsors and thereafter
execute an Implementation Agreement with the subproject company;
and (ii) cause the subproject company to ,enter into an Energy
Purchase Agreement, Fuel Supply Agreement. Construction
Agreement, Operations Agreement. and any other agreement
required for the implementation and operation of the subproject
(para 3.07);

(j) guarantee the Energy Purchase Agreement ~!lnd the Fuel Supply
Agreeu1eut and ensure that the above agreemc!Dts are satisfactory
to the Bank (para 3.07);

(k) extend. in the event of delay in completion of construction or
suspension of operation on account of causes beyond the control
of subproject company. loans from the Fund on terms and
conditions. satisfactory to the. Bank, to the subproject
companies to meet their debt service obligations without
affecting the r-~visions agreed under LA and EPA (para 3.08(a»;

(1) require all PS investors in subprojects. to be financed by the
Fund to: (i) if required, assign to their :Lenders/creditors the
performance guarantee furnished to PS subproject company by the
maiD contr.actor responsible for implementation of the subproject
to which such lenders and creditors would have recourse in the
event of delay in the implementation of the subproject; and
(ii) provide for the PS subproject's lendlers and creditors to
have recourse to the project assets. in tbe event of delay in
the implementation of the subproject (para 3.08(b»;

(m) require PS subprojects financc!d by the Fund, to assign to their
lenders/creditors the perfonoance guarantee furnished to the
subproject companies by the operator, to. which such
lenders/creditors will have recourse in the event of short fall
in the performance (para 3.09(a»;
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(n) provide up to 75% of the additional filUUlcing needs arisiea fr08
an increase in the agreed project cost throuah lo~ frc. the
l:'tmd. subject to at least 25% of the additional financing beia.

dnded by investors equity and without affecting the pr~vi.iona

agreed on the IA and EPA (~ra 3.10 (a»;..
(0) cause the subproject companies to establish at tbe time of the

commissioning of PS subprojects a debt service escrow account
which would at all times hold sufficient fUDdJa to meet six
months debt service requir~JDents (para 3.l0(b»); aad

(p) enter into arrangements under ftich the commercial loana and/or
export credits obtained for the purposes of the subproject
company shall have priority over the fmlncing obtained froal the
Fund for such purposes ttl the allocation and distribution of
funds available with the s;ubpl'oject c01Dt1any for repayment (para
3.10(c».

5.02 During negotiations, NDFe agreed to:

(a) ensure that all loans to subprojects costing more than 08$30
million would be subject to prior revilev and approval b7 the
Bank (para 2.24); and

(b) ensure that all subprojectlis to be financed by the Fund:
(i) would be undertaken by companies inclorporated under Pakistan
Companies Ordinance with at least 51% P~; ownership, (ii) should
be assisted by engineering consultants and financial advisors,
satisfactory to the Bank, in the preparation and implementation
of subproject. (iii) should engage principal contractors,
satisfactory to the Bank, in the construction and comadssionina
of subprojects; (iv) not less than 501 of the foreign debt
requirements shall be obtained froa SOUl'ce. other than the Fund
(para 3.06).

5.03 The following will be conditions of loan effectiveness:

(a) the preparation of a brochure, satitsfactory to
detailing the guidelines for the preparation,
evaluation of PS proposals (para 2.11);

the Bank,
review and

(b) the establishment and staffing, satisfactory to the Bank, of a
Private Power Cell in Ministry of Watel~ and Power, and a Coal
Mining Cell in Ministry of Petroleum and Natural Resource. to
strengthen the institutional capabilities for mobilizing PS
investments (para 2.12);

(c) GOP's causing WAPDA to establish and staff, satisfactory to the
Bank, a private power cell in the Authority (para 2.14);

(d) the establishment and staffing of the Fund, and the execution of
an Administration Agreement between GOP and NDFC. to the
satisfaction of the Bank (para 2.17);

(e) the furnishing for approval, to the Bank, of tha guideline. for ~~
the operation ~f the Fund, including guidelines for appraisal. (
approval and supervision or subprojects (para 2.18); j1
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(f) the fulfillment of all conditions precedent to the effectiveness
of the Cofinancing Agreements providing for' cofinancing funds in
an aggregate amount equivalent to about U5$150 million in
addition to the proposed Bank lo~n (para 2.19); and

"--"
(g) the appointment of technical consaltants ,and financial firms,

under terms and conditions satisfactory to the Bank, to assist
the Fun~ in appraisal and supervision of subprojects (para 2.25).

Recommendation

5.04 Subject to the above conditions t the Project is suitable for a Bank
loan of U5$150.0 million equivalent.
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Subprojects Under Consideration

ArmEX 2.1
Page 1 of 4

1. GOP has so far issued letters of intent to four inves.tors for
subprojects, which form a part of the least coat developmcmt plan and fulfill
the eligibility criteria for PS investments. These proponals are expected to
add about 1450 MW of installed capacity, of the 2,300 MW expected to be
provided by PS during the Seventh Plan. In addition, three proposals that
would provide another 212 MW are presently under !'eview. Some of the
subprojects presently under consideration would, in addition to augmenting the
installed capacity J introduce Fluidized Bed Combustion teclm010gy in Pakistan,
which would enable the use of domestic coal. for power generation. A proposal
for the development of coal mining at Lakhrll for the production of about 1.2
million tons is also currently under preparation. The prc)posals submitted to
GOP and at an advanced stage of formulation, are listed in Table 1.0. The
scope and status of each subproject is discus.sed below.

Iable 1.0:
Status of Subprojects

Subproject Capacity Pr01ect Costl! fn,;sent Status
(US$ mill:1on)

1. Habibullah Mines Ltd 130 MW 158 LOI issued in August 1987

2. Bab River Power Project 1200 MW 840 Two LOIs for 600 MW each,
issued in April 1988

3. Bab Chowki Diesel 120 MW 70 LOI iSl!lued in May 1988

4. Pakland Energy Phase I 132 MW 165 . Proposlll submitted in
March 1988

5. INTRAG 80 IIW 113 Proposlll submitted in
April 1988

~. Deutsch Babcoelt 160 Jftl 2072/ Proposal under preparation

7. Hydro Station 140 MW 210 1,./ Propos~ll under preparation

8. Lakh:ra Coal 1.2 MT! 180 1,/ Propos~L1 under preparation
annum

". Badson Corporation 120 MW 145 7../ Proposal under preparation

1! Includes IDC.
1/ Preliminary estimates.

~
• .1-

1
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Hab!b..Y.ll.l!ll.ll1n.~.~

2. The subproject, submitted to 'GOP by a consortium comprised of
Habibullah Mi.nes Ltd (Pakistan) and Siemens AG (West Germany) in J\Ule 1987,
would involve the development of a 100 MW coal fired steam station at Lakhra
in Sind Province and a 30 MW steam station at Quetta in Baluchistan. The
proposed plant at Lakhra would comprise two Fluidized Bed Boilers with
matching steam turbine generators rated at 50 HW. ThE~ power would be supplied
to WAPDA at 132-kV. The coal requirement of about 0.5 MT would be supplied
from the cORl mines owned by Habibullah Mines Ltd. The two 15 MW units at
Quetta would be conventional coal fired wits. The coal requirement of about
0.1 MT fo:\'.' the plant would be also supplied by coal JItine,s owned by dabibullah
Mines in Baluchistan. The first unit at each of the power stations would be
commissioned in mid-1991. The estimated cost of subproject, expressed in 1987
prices, is U5$158 million.

flab Rive!' PC\Ter Complex

3. A joint proposal by XKNEL Industries Limlted, Saudi Arabia and B&wker
Siddeley Power Engineering, UK, vas wbmitted to GOP in December 1987. A
letter of intent was issued in April 1988. The proposed subproject would
involve the development of a 1200 MW oil fired steanl power plant located in
Baluchistan province, about 4 kms south of Khalifa POblt at the northern shore
of the mouth of Hab River. The prop,osed site cOIllprises of sandy ground
adjacent to the shore line and is uninhabited. A p:t'eliminary environmental
impact screening study for the project has been completed and no environmental
problems are anticipated. The access to the plant silte will be through a 25
kIn road to be constructed from the cit:y of Bab Chowki and would be used to
transport personnel and material to the project site. The heavy construction
equipment and fuel oil supply to the plant will be through barges. These will
he unloaded at the jetty proposed to be constructed at the mouth of the river.

4. The power plant will comprise of four oil fired units of. 300 MW each
along with associated mechanical and electrical facilities. The units would
be drum type steam boiler units, with superheater and reheater steam sections
operating in unison with four tandem compo\Uld turbin,e generator units. The
turbines will exhaust into condensers with once throu,gh cooling system using
sea water drawn though an intake channel from the Arabian sea. The hot water
will be discharged into a basin in the Bab river which will also be used for
unloading oil. A seaside breakwater structure will be constructed to protect
the barges during high seas and to guide the cooling water from the basin into
the sea. The paver plant will operate on heavy fuel oil containing about 3.5%
sulphur. The oil is proposed to be supplied through barges by Pakistan State
Oil. The plant will send out 1200 MW at 220 kV/SOO kV and is proposed to be
connect~d to the grid substation at Jamshoro and Karil!lchi. The plant design
will be such as to ensure compliance vith Bank's environmental guidelines.

5. The feasibility study for the proposed project is expected to be
submitted by October 1988, and would include details of project design, basis
of system selection, specification of equipment, cost estimates,
implementation arrangements, financing plan, price, draft agreements for
supply of fuels and services, draft pOTlfer purchase ~lgreement, environmental
impact assessment study, details of other elements forming the security
package, etc. During this period, the investors will also select consultants
for detailed engineering, contractors for project construction, and finalize
operation and maintenance arrangements. The project will be implemented by a
company ~ncorporated in Pakistan. The schedule envisa~es the eommissionin~
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of the first unit within 36 months of financial closing i.e. October 1991.
The subsequent units would be commissioned at an interv~kl of two months each,
thereafter. The estimated cost of the sul)project expressed in September 1987
prices, is US$840 million.

. . ..~ .......
Pakland Energy Phase I

,
6. A proposal by a consortium comprising of Pakland Energy Ltd.
(Pakistan), Pyropower Corporation (USA), and Bechtel Inc. (USA) has been
submitted to GOP. The proposed subproject involves the development of a,132
MW generating station with possible expansion to 264 !N. The plant site is
located near Petaro, 18 1cms from the city of Hyderabacl in Sind Province. of
Pakistan. Land for the plant is owned by Pakland Energy Ltd and is in close
proximity of the coal sines and limestone quarry. The plant would comprise of
three Ahlstrom Pyroflow Circulating Fluidized Bed (CFB) boilers with a
superheater outlet rating of 190 tons steam flow at 1500 psig, 9550 r steam
temperature, three condensing type ate!m turbines with generators, ~ach

producing a net output of 44 MW. The 'boiler would use limestone as the
fluidizing medium with bag filters removing the fly ash from the boiler
effluent. The fuel is incUgenouli low grade Lakhr~ cO~Ll with a 5750 Btuilb
heating value, 19.5X aSh, 32X JiIlOlature andl 5.2% i.mlphur. Average fuel burn at
full ratings is 29.5 tons/hr. HeAvy fuel 1.I1l-l be used for startup and as
supplemental fuel for up to 30% load. '1li:: coal requirc!m1ent of 0.70 HT/annum
for the power plant would be supplied from four private:Ly owned mines located
in the Lakhra area. The coal would be transported from the
Jamshoro-Khanot-Lalchra road by' dump trucks. The limc!stone requirement of
about 0.3 million tons would be supplied from the Pakland mining leases which
are located within a radius of about 3 kms from the power plant. The ash from
the plant will be transported to the abandoned limestone quarry sites. The
cooling water system proposed is a closed circuit system using cooling tower.
Water for the plant will be pumped from Indus river located at about 6.5 kms.
A single circuit 132-kV transmission line would connect the plant to the
grid. The first 44 MW units is planned for commissioning within twenty-eight
months of financial closing and the othelt' two units at an interval of two
months thereafter. The estimated cost of the subproject, expressed l.n 1987
prices, is U5$165 million.

Diesel Station at aab Chowki

7. Propesals for installation of dh~sel power pl~mt of 120 MW at Hab
Chovki in Baluchistan were invited by XESC. The proposlil of Fecto, which was
ranked the best by the consultants is being currently :reviewed by GOP. The
plant, whiCh would comprise six diesel engines of 20 MW each, would operate on
furnace oil and sell pover to VAPDA at 132 kV. Part of the 25% equity
contributed by the investors is expected fTom Sulzer, S'"itzerland. The plant
is expected to be commissioned two years after 'the signing of the
Implementation Agreement. The estimated cost of the subproject, expressed in
September 1987 prices, is US$70 million.

80 MW Coal-Fired Plant by IDIRAG

8. The proposed subproject includes the development of a 80 MW coal-fired
steam station and associated facilities located at Kallar Kahar in Punjab. A
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proposal by Inter Redee Group of Pakistan and INtRAG, Inc. of USA vas
submitted to GOP on AprilS, 1988•. The pover plant would consist of a one
unit of 80 MW using circula.ting fluidized bed boiler' suitable for domestic
coal. Coal requirements estimated at 0.4 million tons/annum would be met from
operating coal mines within 50 kms of tile plant, in the MAkanral coal fields
of Salt Range. The coal to the plant would be transported by trucks.
Limestone requirement of 0.06% Ml'/ann\JllD would be lDet from the limestone
quarries located wi thin 50 }em of the pl~Ult. The inve;stors are also exploring
the possibility of obtaining leases of lime mines frOIEl GOP. The plant would
consist of single flu~dlzed bed boiler, non reheat cOJldensing turbine with an
air cooled generator capable of delivering 80 HW. Closed circuit cooling
using mecbanical draft cooling towera vould be used. The unit is expected to
be eommissioned in January 1992 within 30 months of financial closing. The
estimated cost of the subproject, expressed in Januanr 1988 prices, is US~113

million..

Proposals under pzeparation

9. Four proposals J three for Instlllla.tion of p(~wer plants and one for
the dev~lopment of the Lclchra coal mine are presently under formulation and
are expected to be submitted to GOP shortly. A propo:sal for installation of
two units of 80 MV each is being preparled by Deutsch Babcock of West Germany.
These proposals would be based on fluidized bed techno,logy and would use coal
from the private mines at Lakhra. A p:roposal for inLStallation of two 60 MW
units is being prepared by Badson Corporation of USAj' in joint venture with
Baideria Minerals Ltd., of Pakistan. The gen~rating units would be based on
circulating fluidized bed technology and would use coa,l from mines located in
Chakwal district in Punjab Province. A foreign investor group h~s also shown
interest in developing a 140 MW hydro site. Kumagai-·Gum! of Japan and Davy
McKee of UK are presently preparing a proposal for the development of Lakhra
mine using a mechanized system of r.ultiseAm underground mining for initial
annual input of 1.2 Mr. The first stage of the mine development is expected
to take about two years after financial closing.
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Ptivate Sector Energy Developmen~ Pro1~

Consulting Service_, AndTrainl~

AtmEX 2 2

Consultancy Long-term
AgencY Seaiees Advls9r~ Training

-Estimated MA.!1rJ10nths---

1. ~

(i) Preparation of Brochure 20)
(ii) Appr~isal and evaluation ) 24 5

of subprojects 40)

2. WAPDA

(i) Review and negotiation
of PPA 15 24 :3

Mmi

(1) Preparation of Brochure 15)
(ii) Appraisal and evaluation ) ':2 4

of subproject. 10)

4. ~

(i) Preparation of g~ldelines

for operation of fund, and
a~praisal and supervision
of subproject. 30)

(ii) Appraisal and supervision :> 60 18
of subproject. 150)

5. MQ[

(1) Feulbillty for
separation 01 the Fund -lQ - -- -

290 120 30
.as - -

1122Q
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ANNEX 2.4
Pa~e 1 of 3

Private Sector Energy Development erole~t

f.I.Q.R..osed Arrangements to Facil1tat'! PS Investment;, in Energv
0,

1. The procesS- for review And approv&l of PS pr~posals, and the
appraiscll, finance of subproject and the supervision 0 ftheir implementation
involyes four phases: Phase I covers the a.ctivl ties fro~{l the response of PS
to call for proposals or submission of unsolicited ~)roposal to the issue of
letter of Intent; Phase 2 covers the actlvities frot!1 Issues- of letter of
intent to the start of physical implementatlonj '·haae 3 c('''ers the
implementation stage: and Phase 4 covers the operations stage. Flow charts of
the proc~s9 are pre~ented in Atta~hm~t to this Annex.

P~~se 1: Response of PS to I~sue of Letter o~~~

2. Proposals from PS could be invi ted through a geaeral announcement, or
a bidding process to implement projects at identified sit~~s, for which stud, es
e.g feasibility, environmental impact (1t~., have been prepared by the
Government. The Bank would assist GOP In identifyin.g such sites. Proposals
wo\;ld be submitted to the responsible U11it in each ministry, I.e. power
subproject propC'sals to PPC in HWP, oil/S&8 development :proposals to DGPe in
MPNR and coal Qevelopment proposals to CHC in MPR. En~h proposal would be
accompMlied by a non-reimbursible fee of US$20,OOO equivalent and a copy would
be submitted to the Bank to review.

3. The responsible unit within the re,spectlve ministry would review each
proposal received in which they would be supported by eonsultants. The
reviews would ensure competitiveness \Dldl!r the two proposed soli,:ltation
options by considering proposals that offer prices below the avoidable cost.
The responsible unit would involve on a case to ca~.e basis, other GOP
ministries and organizations. The Ministrs of Planning and Development would
rev!ew the integrability of the proposed subproject with, the least cost plan
for the subsector. Ministry of Transport and Co~unications would review the
necess! ty and feasibility of any infras'tructural facilities to b£ made
a~~ailable tc) the proposed. subproject. Ministry of Petroleum and Natural
Resources would review the arrangements fo:r supply of fuel to thermal power
projects, or for evacuation of fuel produced in case of oil, ~as and coal
development projects. Ministry of Finance and Economic Affairs would review
the foreign exchange requirements proposed aa veIl as coordinate the review of
proposals by the FUnd. and the Bank. The Bank would review the proposal on
behalf of all the donors and make availabl.! its comment!l on the proposal to
GOP. In case of power subprojects. WAPDA would review the proposals from the
points of view of technical feasibility and system interconnection. The
investors would be requested to provide any clarifications and be asked to
revise the proposal if necessary.

A. After the successful conclusion of discussiona with the investors
where the queries raised by all the reviewers, includina the B~, have been
resolved, the responsible unit would prepare a brief to ~le ICC which includes
a draft LOl. The brief would be circulated to all the concerned ministries.
Thft draft LOl would be sent to the Bank for comment. the LOl would provide: -
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(a) exclusive righ':s tv the part,lcular investor to undertake sit:
configuration; (b) adequate time as veIl as checks and balances such as
requiring"'a performance guarantee from the investorsl to prepare the detailed
feasibility; (c) a price to be paid for energy produced by the subproject in
c:mst"'r',t termil. i.e., in prices pt'eval11ng at the time: of iss:!e of LOr;
(d) appropriate reopeners to revise th.e energy purchase price ! f necessary;
(e) for indices that would be applicable to periodically revise certain
aspect~ of the energy purchase price; and (n an u!l<lertaking by GOP that it
~ould be willing to sign an IA and guarantee an EPA which includes a
guaranteed off-taxe level on a take-or-pay basis. The draft LOI submitted to
EeC with the Ministry's brief would have incorporated all comments received
from the Bank, GOP's other ministries and organizations. ECC's review could
res.dt in calling for revisions in the brief or in the proposal. If the
revisions are required in the brief, the concc!med mini~::y would revise the
brief. Ii the revisions are to be made in the proposal. the investor Would be
instructed accordingly. On the other hand, ECe could itself recommend certain
modifications to the brief and authorize the concerned ministry to issue the
LOr.

fhlise 2; !ss"e of LOt tQ fhY11c41 ImQletUntatloD

5. The concerned minis~ry, JIl'WP in CaSf!S of power subproject
proposals J MPNR in cases of oil/.u mid coal proposlils, would issue the LOI.
The LOI would have a specific validity period a.l, nlne months, from date c!
issue. The investor would be allowed a specific time period, e.g., six
montr.s J to prepare a detailed feasibility s~udy. Thls would alloy sufficient
time e.g., three months, for review of the detailed feasibility, negotiate and
execute the agreements before the LOI expires. The i~vestor would be given
one ~onth from ~he date of issue of LOI to accept the LOl during which time he
could seek clarifications from GOP. If the LOI is acceptable to the investor,
he~culd accept the LOl and provide a performance autantee of U5$1 million to
GOP indicating his commitment to complete the detailed fea.ibility.

6. The investor would incorporate ,I subproject c:ompany in Pakistan under
the Companies Ordinance and caplet'. a detailed encineerina with the
assistance of an internationally reputable encine,erina consultancy firm.
Parallely, he would complete the finan,eial enaineerina proc~s. with the help
of an internationally reputable investment banJdna firm, t(\ mobilize the
necessary limited recourse financ:ina. The eOlDplet;ed detailed feasibility
would include confirmed sources of supply of equ~lpment as well as firm
commitments of financina from commerci411 lenders andl export credit alencies.
At the time of submission of the detail.ed fe..ibili~r to GOP, the subproject
company would also submit & copy of thft pro~o.al to the Fund, 1/ accompanied
by an appraisal fee of 1/4% of the 10m llmOunt beina ri!Quested.

1/ The investor need not necessarily approach the Fund to mobilize 30% of the
project cost. However, in view of: (i) the attractiveness of the Fund"s
resources in terms of repaym~t period; (ii) participation by the Fund in
the subproject implies GOP's eomm:ltm~t to the SUbproject which would
greatly help mobilization of l1mitll!d recourse flnancina; and (iiI) the
cost overrun and debt service reserve facilities offered by the Fund for
subprQjects that the Fund is cof:lnanci1ll, it is eXpected that each
investor would approach the Fund for resources.
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rhe detailed feasibility would be reviewed by GOP to ensure that the proposed
subproject ~,s technically viable and off,ers the minlrDUlD price below t:
avoidable·cost. The Bank would review the detailed feasibility study. It l~
·..ell as review the draft lAs. EPAs and ()cher agreem~nts as necessary and
?rovide I tS comments to GOP. NDFC' sPED would appra~sie th~ sUbproj ect on
behalf of the - Fund-- and furnish a detailf!d appraisal report to the Bank
including the reconunendation on the loan from the Fund for the Bank' s
approval. In case of: subprojects introducing new technology. e. g •• fluid! zed
bed combustion plants. and large scale projects, the Bank would appraise the
project with NDFC. Subj-ect to successful completion of the review of the
detailed feasibility by GOP. NDFe's Board, acting on behalf of the Fund. would
approve the loan to the subproject. The subproject company ~Juld immedla~ely

inItiate the negotiations and execution of: (a) the IA with GOP; (b) the" EPA
''''ith the energy purcha~lng entity; (c) the Contractor~n Agreement with the
principal contractor; and (d) the Loan Agl~eement vi th the var\_~us lenders,
including ~he Fund. On a case-to-case b8lsis, the subproject company would
execute a Shareholders' Agreement, Operation and Maintenance Agreements and
Fuel Supply Agreements.

Phase 3: Implementation Stage

7. The subproject company would implement the subproject through the
principal contractor in accordance with the schedule agreed to in the IA. PED
would supervise the subproject implem~tation on behalf of the Fund and send
quarterly progress reports to the Bank. liED would also be responsible for
ensuring that the subproject company mobilizes the eClulty portion of the
financing. debt financing to match the cost expenditure profile of the
subproject. Thl! Bank would supervise the implementation of 9ubprojects during
the supervision of the proposed Project. Itt addition, the Bank would be
responsible for morAtoring procur~~t under Bank f~ds. In order to finance
any cost overruns, if any, the subproject companies would utilize the line~ of
credit provided by the lenders and also provide an additional equity not
exceeding lOX of original amounts. Th~ additio'nal financing would be
capitalized based on the cost escalation, pTovlsions ,greed in lA. Cost
overruns that cannot b~ covered by the above f~mds, if ~Ilny, would be covered
by a cost overrun facl.lity established by the l'und. The subproject companies
-",ould pay a commitment .:l'aarge for the cost overrun ·f,.~ilit~y.

~hase 4; Operations Stage

9. The subproject company would operate the subproject plant (through an
operations and maiDtenatice contractor if the sUbp~ojectcompany Is itself not
the operator) in. accordance with the sti:pulattona of the EPA. PED would
monitor the operation of the subproject on behalf of the Fund. In doing so,
it would ensure that the subproj ect compan"] maintains three escrow accounts;
one for receiving all the revenues due to the subproject company frodl the
energy purchaser and channelling th~ to meet the obligations of the
subproject company; another for holdina tllle ensuing six months t debt service
obligations of the subproject company; and yet another for holding a portion
of the inves~or's return on equity to ensure the investors' continued
commitment to the subproject.
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Phnse 1: Cnll for Proposnls to Issue of Le-tter of Intent

Re,leet or Coli for Revised Proposal

-PI E:CC

I
\II..
INO

E:S SUbMit. I
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NO
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PPC
~----DGPC 1_ .IX

CMC

Call for 1-------4
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Proposal

Investor 5
x

GOP
PPC

DGPC
CMC

AbbrevlOotlons
PPC :II PrlvOote Power Cell (Min. of \JQter a. Power)
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PHASE 3: IMPLEMENTATION STf~GE
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S"UIC:~S ArxJ AWl iC:lt ivllS Of fUf,u.. Statt.lIK:rllS
(US S .. Hllang)..................................•..........

1989 1990 1991 1992 1993 1991. 1995 1996 1997 1998 Total
Sourcu.......
From Subprojects

Intoroat 2.8 13.8 32.6 53.8 68.2 73.3 12.5 70.8 68.3 65.0 521.0
, Repayment 2.1 10.4 13.1
I

Subtotel 2.8 13.8 32.6 53.8 68.2 73.3 72.5 70.8 n.o 75.4 534.1
Capitol RollJtd

IDRD 11.3 32.1 '2.5 42.0 15.0 3.0 146.0
t

USAIO 9.1 27.5 36.4 36.0 12.8 2.6 125.0 i
ITALY 3.9 11.0 14.6 14.4 5.1 1.1 50.0
JElCIH 11.6 33.0 4'J.7 43.2 15.4 3.2 150.0

ooA 4.2 11.9 15.7 15.6 5.5 1.t 54.0
CANADA 2.3 6.6 8.7 8.6 3.1 0.6 30.0.... ..... .... .... .... .... • 'c •• ..... -':0; ••

Subtotol 4a.9 122.1 161.7 159.8 57.0 " .5 555.0
Other Incomo

r.0Il1II1 tmcnt Fe. 2.6 , .9 1.1 0.3 0.1 6.1
Apprltul Fee a.' 2.4 3.2 3.2 3.0 14.4

.... ., ... .... ..... .. ~ .. .... .,., .. ...- ., ...' .... ....
Subtotal 5.1 4.4 4.4 3.5 3.1 0.0 0.0 0.0 0.0 0.0 20.4.... .... _... • e·" .... .. ... ..... .... ~'... .... ""
TotaL '~rc~!! sO.a 140~3 198~6 211'.2 12a.5 ,,~a 72.5 10.8 71.0 75.4 1109.S

0'\..... •••• •••• ...... IUili • iliiill. IIl1iili. IIIE•• •••• •••• •••• •
Appt IClttons..............
Df .bur.ements 42.9 122.1 161.7 15;.«' 57.0 11.5 555.0

Debt Servtco 1/
lORD 0.' 2.2 5.2 8.6 10.8 12.3 14.3 16.7 18.8 19.0 108.2

tANADA o. , cu. 0.9 1.5 1.9 2~2 2~5 2.9 3.2 3~3 19.0
JElClH 0.3 1.5 3.5 5. fj 7.4 8.6 10.7 13.3 15.7 16.3 83.2 "

OOA 0.1 0.6 1.3 2.2 2.8 2.9 3.0 3.0 3.2 4.0 23.0
ITAL'( 0.1 0.7 1.6 2.6 3.2 :S.S 3.5 3.5 3.7 4.2 26.5.... .... .... ••• a .... .... ...... ...,.. .... .... ....

Subtotol 1.1 5.3 12.5 20.7 26.2 2'9.5 34.0 39.3 44.7 46.7 259.9

Operating Fee 0.2 0.8 1.5 2.3 2.6 2.6 2.6 2.5 2.4 2.3 10 .9

Equity ROllrw. 6.6 12.1 22.9 34.4 42.5 41.1 35.9 29.0 23.9 26.4 274.8.... .... .... .... "'ft •• .... ..... ..... .... .... ....
Tot.l Application. 50.el 140.3 198.6 217.2 128.3 84.8 72.S 70.8 71.0 75.4 1109.5

•••• ••"'11 •••• •••• •••• "'... •••• •••• •••• •••• ."i1•
..•.•.•......•.........•.....•............. i~" Exclude. EKcfionoo Rate Inlurance PremIum.

tool
"
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t.,AKIstk'l

~ATIONAL DEV£LOP~£NT FINANCE CQRPORATION

PR1VATE SECTOR ENERGY DEVELOPME.NT FU"ND

Estimated Schedule of Disbursements
(USS Million)

Bank Fiscal Year
and Semester In Semeste.r Cumul,iltive :umulative %

1989

December 31, 1988 4.7 4. :7 3.13
June JO. t989 7.0 11.1 7.80

1990

December 31, 1989 13.3 25 16.61
June JO. 1990 19.9 44.9 29.93

1991

December 31. 1990 16.6 61.~~ 41.00
June 30, 1991 24.8 86.31 51.53

1992

December 31. 1991 25.9 112.1 14.80
June JO, 1992 11.2 129.4 86.21

1993

December 31, 1992 10.6 140 93.33
June JO. 1993 7.1 147.1. 98.07

1994-
December 31. 1993 1.1 148 ..8 99 .. 20
June JO, 1994 1.2 150.01 100.00



- 58 - ,M!NEX: 5.1

~ltSTAN

PRIVATE SECTOR ENERGY DEVELOPMENT PROJECT
...........

Documents and Information in the Prll);ect File
===;.;;.;:;.;;;...;:=;;...;:=..;::;.:;;.=.;;:;..;;.;;;.;..;;.....;;.;~;;.,;,;;,.;;;.....;;.-...":...;.. :...;;;..;;...;....;,..,;;",;;.....

Proposal for 132. MW Power C-eneratiorl Project /PAK.LAND

Proposal for 600 MW Power Plant INI[~t Xenel

Proposal for 80 KW Power Plant /1N11~G

Proposal for 1200 MW Power Plant Hab River

Draft Implementation Agreement

Draft Pover Purchase Agr&ement

1200 MW Bab River Pawer C.om.plex - Fi.nancial Hodel

Draft Letter of Intent for the Establishment of Private Power
Generating Plant in Baluchistan

1200 MW Private Power Generating Plcnnt - Khalifa Point

Pre-feasibi.lity Study- 1200 HV Oil Fired Power Station

Southern Pipeline Project

Proposal for a Feasibility Study fot: a. Coal Fired Plant in Ealuchistan

Draft Operating Framework for Privat~e Sector Window

Environmental Assessment for WAlDA C~al Fired Power Plant and Bab River
Complex at Khalifa Point.

Natiunal Development Financ.e Corporclltion Act. 1913

National Development Finance Corporation. Statement of Policy (Revised
September 1981)
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Mr»e~ J
Pcl~/at~ sect.or i\:)Ver ilr\Olje-::t

AcC0·rdhlig It.c~ AIUJ abnt.dlt)oQ~ :/t AlpRJ€n,dlil.;( ]d), 6 .. 0 001

iinlte'(V11Je-cdl!}lte credit inc:tiltlUtioos, Udis secttiiclf!J ot tt.Ull::: P-P if1J.11\idyz~s Ute
jfjnanciLall op'er<illtions ot Ithe ~~ltilQiool D)'eVeJloptmentt ~iHHt~Ce Q}rUJVll'~tt lLl(}~ a:...\Ql llL';'~<L!~!i);

mis instILtutioo to tve financially tJ'ii,abJle.

'"Jih~1!.S ;i"~.llysiis 1h1dlJ; !l}e<elfll 00,s.00 Oifll me mn\u\~l ActCtOl!J'Jrult.t.

ana Mn:ljal Reports lfrOlJllH 19~1 te JL98~ll. IUtue Nibitio~ali[)('~Je~liopmEnlt iflU",,\tll11lctf!
Ooq.)t()[altion Act ot JL91 j, :=Jitt''d !tille· St.atew..enlt or [1')hcy dpproved AprU 1~15 dlrLd!
a'f!iervdled cr lbvaJ'iber li '9~4 ..

~'f:' ~nt:e!e:slt rate s~}reaa-U11': diil tterence betw:eoo lthe
inttere:st rate paid 00 oorrO'W'in'9s an<dl tt:»~alt ch,arq:edl tD clJ.lIsltornet:s--()t'er the Jast!:.
f1ttl€' years anal [aragee lfn.YTI'd 11 ~l ii[l; 0: Jt9$~ to 3 .. 2 iiall (,ifli9SS. 8€call1JSe theN]F~C

has soorces of ioooITe outsz.dif: of ~tsh)limjmg acitivittt~!. SlUcn as ilUlitJestment.~ ~~.'1l

'901'Jero,":llE'nt securities, urvaerWfllUilY':Jj, ClOC0I'i'\ll:.s,snons .an(\J fees, it iLs aliso IlISef1l.l!li
Ito lock at tm.:,e=rnin9sprrod. "'me earnings sprea:dl-··t1h:e ali Heren<e€' bet-weeD)
the t'oitadl actlL~JJi.!ty aoo Ule totaJ tinancial ~n.sies-lc·anges flom 4... 3 ire Ci Jl9$2:
to S.l Iin Ci 1906. 'The intel.'€:st [ate arid! tiue' eanlliryjS spr€adi are JLiisted b€:]o~:

amfCmlter.est arud! Earn'iavgs i-'elcmt"l9.e S-pread
flrcm:u C'i 119Sil to li986

UiElfcenta,ge»

Jrnterest ~rmc
Earnings Spreaa

1961] ]982 Jl9ia,) 1,,34 1985, 198.6

2.8 "'"Ii i.\ 1..1 2'. ') 3~ .2.1L .. ,i,
' .. "

4.4 ·L3 4 .. ~ 4.8 5. ]!. 4 .. ~,

"llhe ffLiDfC has e;.:;p~rii.€llllced dll1\ increase .ii!f1' crornpou.m~ n:ett
inool11ne of 271. fj oPJer tlhe last futJ€,}rm,rs v.nidli lhas J~n roce man adequate tc:
rover the l~FC'S aatlimst:rUlti'lJe C1Q\St" penruU: the aICNIrnU11atj,fJiil of reserVf>S ant<Oi

provide a high return on €q1ul..l.ty.. "lL"1!e recmt p:r<Ql;:£('ies:aive irvcreases in: these
inolcaltors or:e gIven bel.oP"" ..

:IDfC Increases lin Res,erves. iJJdli1ULn.iLsltriatiitJe E<penses
and! Return O,j1\ I6qUil ty from O' J1.9~U t(C) J! 986

U~s D-ULll Hons 7,

19&1 }'982 1983 1984 1986, ]986

ReserJe5 412 ~S9 60lJ 125 &.r~s, 996
~n. E<penses 9 JLl llOl 32' 3'9 ~!fr

Ret.iurn on Bqluity 11% StiJ~ urn 10lQ:~ .llIUH[)J~ ,]21t



: l :

a'i) tllt"£:m dlatlta ~Xll.slts Il.~ tile O,:/<C1lliflj€,.\t))!ts 1i:1IVallJliilD]e 00 itltlle
~~[Pr\CwS !iQJS,g; ifrXp~rll\Q)nce. 'llie m}~rC;lH~e aJLU financial Jin:stiitr.utiLoulS, h.ave nlaifjl

!OJi)!\Ql lloatns. "llhe available wld,mce SJili.g;~est$ that l«).SSes are UltPltuU\l!)rdiivxiatte MLd
that the tt~DfC is taikiiog the appct01pr iJne ac!tion to ~milil11liJ.rn&'Ze bad 1('i\anS and sll.o~

.r'e:tlJay7tv~1!Ut.. 'Ijl}-ue Jl '9$6 ~lI1Jll'al Repoa: t l1lrmtt ions that tlhe' casJh col!ecltion olf tlue
JwfC a~r'ovoo fHIl.t1't 13. 32perclflJ11Jlt in l'9J85 to 81.C6 perc€:~t in ]98:6. Pr0Joct
l'al:'cn!~edulHl'9or re~e-Ial~ tav~ alsiO .ii10provoo 1f,cotnl on'l: !bdI.JlUo~ rupees ($S9
U't'IHHooJ ~ a.{';'1f>(oxioo.te.Jly Ull p!!rc\frll)!t". olE the tcltaJJ. l()ljli] portfoHciin 191fr,S, toRs.
rG7t;\ITiIUhon ($39 w.i1Hoo), a.:ppro:¢~~klIU:ll.y '5..6 P~[Cellllt of tthtt total p:>rtfo,llio ..
nit stuOiUlJlJd! be- JrI1leJ1'1ltuo11)ed! tha.t O@£!, olE ttJJ-ue iN:n~1cfts Irnaml\Jrbltes n;a,s bear» to "'assiist i!;Jhle'
i]Qr~~{~1lXne~t. 1m r€ihaJbiJL~t.atli.oo olE siicik aM:1l p(oJb,Jiemi pr.\i);)ect,s.· m Ithis pan.llJ..l!ilt
lie»!'9ler losse-s c;ar~ [<A: eX[1'f:Citoo.

"jIhe NJIJif!\C app!?ti)(s to lUe corndm<gl Ito terms wl1t~ ovenJ\u:e'
c1tftl'.ll ll]ncollll£:lc!t,(ibll,e' li,c,ans. n s'plil,cilaH:zoo dlll.visioo UJnvestment !l'~na9ement and!
J'1Q)T'Ji!t\Qlning uJllvisJi.on)) ii'S d1J~(900 """ilt1l11 colJlectiiofll aG1(l:1illoan foJl.lov.r-up~ "ilie
.e-ft,ort.s of 1t~1)lis dlJi·,.7~sii'CJ1b .an-cit otJhier p~~rts of we nIDif'C mdln.iimti.'ze !bta(J! loans 0:1'
(ptOV!i.I(1l!iiT1ICJI It ~.u:1tJy ad'J1.ce to bon:'Q'j,oi<,gltS". ClQ~".aiUClt.in9 OlIl-the'-spot asseS:SR1ents,
IUinde-I: ltaik ri ~(] st!U\ClJLes tiQl D:eM1\aibiii t:calte Sld4 and! w'mk projects aqd r ecornrnenojmg
DOJf reclt Ji.vel act !iO!1)S Ibo sec'll) iior lJ'1I~n\aj91·enrrIieIDJt.. ]ft; l1lJ86, we iNJDflC cblall. r 00 It..liJ.;e
J1Ji.qlu Ii. ,oat lion <0t' one rt,\0i1l -Pi!'r tofmt'lintt] CtO~I1'iJ~y.

'lIhe !Ca'.s1Jllf h~'J,g o~ me NID~)C' 1Eor tt.,li]e1ast :tt' i ve years lh1'
pr:L?'sA2J1llitedl beh»""", ''ll!1l€: c.a:sin flOW? aJl\a>h'Jsiis d'eIT':O!il!sltrattes: that add.il. tiona! fWKis
fOi! iTIlcr'€:use··Q \aru-h:~rual.iil'ig are C!Ulr[€l1~!tl'i awrop.riate tor the MDIFC,..

---·---a.cltlU1illl--·--·--·~·-- ._._-
aJl 3\ 84 85 lB:6 lap

93

--_·_·---projectt~:d-·---·-----

8ij l:ii9 90 9Jl. 92

ill!E JLO),,7 619 7J1:5
4, i0l60
CutflOoi .-19 5.7171
]#54;0

G3lsn flow 140 JL4B
52.0

921 1$26-6 l,,1JlJl LIf(fJ(}JS; 2'w J05 2,663 3,054 3,S2~

151 Ji,l! J,~ lL'f~9~ li,TlJ 2'Jr IlB1 2, J4b 2/t10l3 3,045

176 13.0 2JL1 2'32 214 31i1 3bl 429

OPUec:tiOiJ1! (d3lU:es h.aveiin,cn~sed fcolnl ao percent in
1L~lB2 Ito '90 pecc€!.!1Jt in ].981.. IDe1TI'andlfor loans in ltJhe en:ergf sector iol'.iill be
ituighl diu€' Ito me ~id!e".spre.adl int€:[Esltttlhtepclv.alte ser:t.or has der::onsitra.tedl in
electrical illltiilllt:l spo'1l\SlorslhiJPl and the deartm of ]()J1]q-ternm doot fin,a.octe
a\'aii.la'bJLe o,n t.itle Pa!¥.ii.sitani IJApit,a.l IDiliiiidceit ..
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NiDFC debt ~squity ratIo pr.e,senlteo telo'iJ' a€rl:WJnsltralte:s a
te1llCl\&ncy to diocrease leverage of the iost! Itultion.. "llie curenlt. ltattlo lis
4,,): L ''illilis as very strong ~tue.ru C1!)lTU1pored to ICls:]in rt'W1Jy other coontrie:s IblUtt
whic~ll offen nave deiDt/equii.\ty rati~~ as hi9Jh .es 20:.L

~~F\C's ]D€bIt/iJquH.y Patio
frO!1mi CI. 198.ll Ito Jl9a~~

(B~rc€lt]taqe)

3.8

JL983: JL985

4.3

~llDf'C'S UJ~lPosiLtt/As.sett:s, Ratt:.~o

f'\rIQmm Ci 1198tl1 Ito Jl9a~~

~ D?€rcmta<ge I

Jl9Sii ]982 Jl98:~ JL984 Jl9!B,s, 1198:6

S,[j) 41 5"~ 49 50 53·4.

''llie ]<O'r5$ fitr's'C,r'Je to loons ratio, sihown Ibe],ow,
<o\eITlO>11Isitr,ates ,a pit:ogressive rllecrea\'S:i~ o,f reserves to service' :a1IDI1ll;Je.f,formiulliqi
loans ..

~®IFC' I S IL1CJ:5.S R:e:=;,elttJei''llbtaJl wans Rat iI.0:

1F1U)J]ll1 (~'1 JI. 931 to Jl9\8~~

U~celtage)

Reserve for
Q)nltingenciesl'~ota1

wa"U ;'ITOlliOIt

1981

1.9

JJ.985

1.. 2&

'L'le nelt in:c:orme Ito total q:~.sseits ratio is Slometlllnat lO'll>f:l"

ltlhan me loaus!tr?{ a~eragefo[ Fa~di~)tani leIs f,.I!hlij,if.::lto is 2.9 for Jl9B~.

rrIDFC' s rrilet ],nOOlmte to "lrOtalAsselts Ratt.ii.o
froom (:'/. 1981 to 198E~

U?ercootage )

19i1jll 1962 198:) 19lPt~ 19B;5 JL95;.6

~~e(C m~~elAlle ..
total Assets 2.. 71 2 .. 71 2.. 7/ 2.,l 2.2 2.. ~



"Ilhe foceli.lljr». exclhange r itSi( 1l1'.o'1iiO'l!:r ttJI1ie pro.ject W'llJUl be
euUJllteiLy ,dJlayoo by plllrclhasiiJ1tg fon",1ar101 fore.ii.9n exdl.an<g¢: rate oom.lta-acts fClDn:!1
tta'iHe State uan:k" hu~'Ulid ~dharuge rate Jinsllllrance pl1:elillIUUU1"S ~ary .by <C\Ui.lt'rency at
the toHowilm] t3te:s:

O"S" [);).Jl.Jl,ars J,,2S
Japanese Yen 71. OIl)
~~ it It Ji.::;)ru £olUlnds J" I/}()I

n.~ Jl Jia.fII M Ira J .. OiDi
Alfler paymmerult of the first yed( tee, the aCC1U.'1'lLLli.Ua.too

ilInnl.Ml! fee for later Yeillrs ate poaiLd! at tJ!.loe time prilnc:iipall. and interest

'1he anntf.al fee' It]lf.~· Slate ~nlk cnilirges to 9lJXarantee
ltilJ!p€'e (cJOrnrvert li.blill i tty at a '''loc~l(OO tiff" e:1(cJnan1je ralt'9' ishi9Jher tor wrrencies
'1.Jhose i()oli.llntrlies have Jioio\ler interest cates. As a resl.UJi.t, unhess a foreign llooru
lis ,iilV,dl.Jill.ao1l.e iiit a rate wetlL lhell.o),Q that ClOWltry·s f\rilme lnterest ratte, there
wOii.lllLdl be httle diilfet€nC't: bet.eeI) the intetest rates tbat a borrower in
H»aJklistaull ~1Q1l.DhJlpay 00 fOfelqll .IloaJ"US offe,rea at eam lcountry's prime rate, once
me Clost of li.oc:Kiog lrru il:..Ihe e.xclh\aLf'ilgle' (ate is lvl"cll\lIQoOO. At present all wo/Uld
cost rOl!l9'h1.y 14'%. ''llhalt us alblQlut tJh~ Samltfr ralte at which memlUJPJ term [lUpee
1'0005 .iu,"e iIT!ii1d!e by BaikiistanD. OOr.lKS ito oorrow'ers in thf'~ secltor lioIhich OOP has
a]localt,ed! tJhat creoit.

(()Oifi Jf<ee:5 tor JI,Otclkin91 In me ,foreigJli eXchange coverage
elr€' (,eeY.dlJ"Tlli.ned per iooaca.lUy.. ~'J1hm Ute f€€'iis changed, people wlsJ.M,n9 Ito
ancll'intaln their toreig-o excnanqe CIDrJer IlJ1ilUlsl near me neW' cate.
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Intermediic)te Credit InstituUoo
. ~~a 11 tf£"!!:j on State~lllt

A. ~2!jcant.

B. OUh:ial name of ins ti tuUOh: NlaUona 1 ID'evelop1".ent Fhllance
(orpora thliitll UdlfC)

2. Hail and table Address:
4th floor. puse Building
~oulyi TaQeelOddin Khan Noad
Karachi
Paki stan
tab1€I: Terilml f'und

mott provides foreign cur,'en,y and locall currency loans to
SYD.1lS0rS of industrial and cQiiil'ic.ercial projects lmil ~,entures in Pal<istalB. An
llQJ4lltlls .given to borro'kters are ~~(!Ie at (:o~rcjaJ ~r.;-l'Jp rates pre~aiiHl11l9 illl
tt.Jtne (0 r..m try ..

4. legal basis for insll,it:U1U<U1l: See AU.:adlment J

5>. Pol icy staUillrlf!!nt cover'irag philosophy and method of operations:

~mfC was setup undeir the ,mft Act in 1913 as an autonomous
corpllwa It i or.. owned) 00% by the G4lJPt prillllarily to fimmce projects in the public
sector.. M1lo~ever. since 1985. m)JfC has been allG'Wed by the GOP' to fund privat.e
sector projects also~ It follows a 1l()1'icy of fundjJl'~g an viable projects
within lthe constrains of its resources~ S6 as to maximize the rate of
itU1!tzstrjal development in the country"

u. Geographic area of ope;raUons: Patis'tarb

7/. Uescription of the capita]1:zaUon: See Attachment I I

8~ Balance she,els and profits: and loss stat~ements: See Attachment lU

«). Organi 2'11 tiona1 StructJU!re of flf;fC: See J~ttachment Hi

10.. Biographic data of lJirectc)rs: see Attachment V

11.. 8iographic data of I!Ibanag'f~~nt officials: See Attachit't!P.nt VI

il [;etai le-d description of procedures for 'i«oct!ssi 09 lean
applications, monitoring loans, enftJ.rcing collection remedies. etc.

8. llJIS,fUD financing Request

1. ~unt of Funds requested, estimte of Ume periOd of sub-loans:
(a) Mount of funds: $112& .~'j Hion
(b» Till'lle period during "hien these funds W'Juld be sub-hl-aned:

5··10 Years



'lhc basis for this rcqUilJst is to provide fimmcing for the
dt"'llfl.,'·h~glJc~lenl of the f!J{}'U'cr sector by the cGlnmcrdal and private sector.. lhc
lUlrw:; f't'lflod of 10 years i~ used as :<tn initial J1hasc of a possible kmg Il.Cfl111

prl1Jj~(1l Df the concept is pro\'en to be feasible ..

2.. J'rIJOWlt of funds avaj labile to NDfC frOi!1JI 3gcncH~s other ttho1lru lUM II»:
'Ihene \WI II be other donor agencies providing fund~; to NIWC for the I'S"
Proj(l:cl, although NOfC has operaliQflS totaJ)jn~ ower' U billion fUPI!:CS. 1JiSi\llll
\'WilD establish a Fund in the 3ftlOunl of 125 Dillion d~Jlars which will be lIJsed
as a financing pool with other donor funds.

:'. Proposed use of lI4S.i\HJ funds and crcdi t ·worthiness cr Heda which
the Mrrc 'Wi II apply to screen subprc.ject sp-onsors: U&\fD funds would be used
to fhwnce subprojects in the pI}'W'er sector in Pakistan using pr lvate sector
fj HilS Jlud organizations a'S the HT,ain vehicle",

l\ppllcalions (or these s,ub- loans would! be subjected to a uni form
:credu il·~~orthjfliess criteria suggesledi below:

til Applicant carmot be an individual.
(I j) Applicant cust be 3 priwttle org,anizaUon classH :cd as

tC i thcr ~a j A Limited c()J.t\panr or (b) .~. registeredpartncrshi p.
(iii) Applicant lUJUsl h'awe an established uack record in lmslncss.
iw) Applic.ant ll'1.ll.Jst at least have a 25'& equit)' partic.ipatiou in

the «(cpst of the sub-project \thuch 'was been rcques(fed ..
(\1) Adequate security I!lUSl be perfected belore disbursing funds

to thC" ,applicant ..
(\1 i) An applicant lUllliSt IP'fovide at least a 1St, equi Ity share in the

cost of tbe subproject.
{vii} The sUbprojec.t for wh,ich the loan is requested must fall in

the eategory of a fl'l]\.1Jer generation project,. as per;:eived by USAJD and the PSP
Windnn", •

(vUil1he p,eriod for lhe duration of the sub-!o,an shaH not exceed
15 years fro,m the dale of 'first disiJurseumt with c~ g,race period of 5-8 years ..

(ixj lhe cost rein'bufseal,ent element in the subproject shall be
detenlined on a case by case basis. The interest rate on the loan component
shall be at cor~ercial rates.

• t

4. With respect to repay-areuts, foods would return to the fund at ~DfC

for use in future subproject fJnancing ..

5. Justification of the expe~ted rate of interest to be payable to
NDfC by the ultimte DOrr01rers: M> interest 00 prin.cipal will he payable
US~\U») as these are grant funds.. 'The~ interest rate~ chargeable to ultirr.ate
bDrn~~els ",oold be at standclrd coaMleTciaI rates and; interestincoure wi II help
to perpetuate the PSP Project.

(a) Any special technical assistance functions:
Technical assistance is explained in tbe Project Paper ..
Cost of attracting further resources:
lnterest rates on foreign currency loans are 141.
~Brk-up on local currency loans is 1St.



h:) j\dequac,y of the pro jcct rate s,J(cad to serve as hedge
as.illim;;lt n\Q)'Sscs due to inflation:

NiIi\
hU Provision for reserves ;fJga iost ant icilP'3ted losses:

Nh\
(c) Extent to which gowern~flt subsidies lfiHI offset the

fo(cg,oiug costs:
N/A

c. R1d:i~ll..ionship of r~lJfC~s A.ctual or Pn)jccted Activities to the Counto·"s
O\'era 11 bcoa'8o~ic and Sector Devc.lop::rel1l Rci(luirements:

I. Prescnt and projected detrnand viithio Pakistan for type of credit to
l"C or f encd !by ~~iJlJ;C:

'nlis is the first ti~e thott such a sub-loan program has been
prOIN}Se'IU m the power sector in Polki St.'1Hl.

ta» InveslllTJcnt over past several years:
NlA

{b} Estir.;,ated required armmlll investment c~ver the n~xl fjve
)'cars:

a~o delinite figure is a~'aiJable~ but ltis strongl)' felt
that thr· requared annual inT.1cstmcnl in the! next 5 years in the pcwer sector in
P,akistann. could reach hundreds of l1DiI lions; of doHars.. 'Iherefore tJett"een $15
mid ,$25 ilTIi I t ioa annual h' has been projcctt1!d as the initial funding level ..

(e) Scope and extent of othe:r leis and commercial banks WltBlin
Palkisl.m:

Extent of operations of cCl".mcr~ial banks in the counltr)" are
quite extensive. Houcver, none of these are ailU>Cd at assisting the pmmr
sector BUD Pakistan in any 3)lIpreciable oonner ..

u. I::$li~nated Re~ults of PcoposedF'inancing

1. Anticipated contribution to development of both Pakistan and the
power sector wi thin which the applicant wi n operate:

Ten new pD'k'er getltration subprojects 'Will be financed through
private sector sponsors wich will inprove the quality of life for Pakistan"s
populace.

2. Relation to the overall devclolPw..ent of progr,iJIIi of ~ dkistan: lhe
PSP financing will provide a cOJ!plenrentary effort to the GOP's endeavors for
puuer seclor developeent by involving the private sector in traditional public
sector development activities ..

3. Anticipated effect) if any, on the foreign e)(dl, ~ge posit ion of
Pakistani: ~fith the increased availability of electric ~nierJ it is
auticipJDtcd that the econo:my of Pakistan will benefit by increased outputs .in
the industrial ~ agriculture sectors, al101ll1ing for increalscd exports of
COOlOO f'C ia I i te~s ..



Nli\ll Ol~i\IJi lJU.\7EtOP~tL~ r FI N~l~NCL CORr-oilAIIOtN ACI. I~1J,
(Act NJ,:J~ Xlii of 1913J

~'ftm~J1U~l\"i ttl IS cxpe&hmt to provide (or the establishlUIlmt of dl~ ll..lililuoni<ll
lllevelow'\wcnt fimmce CQrporation~ and lfor m::aU.ers dine:i I tary therct<Qi;

Ul IS hereby enacted as follows:

I .:';,hort t i lie. extent and CiQ'.1W<em::'ttm,ent

~ZP it extends to the ~oIe of Pakistan and ~pp·lic5 to the Ul1J'Slncss of the
CorrOl:lllUC11 transacted outside J~.a!kist,q)ln and the persioos ctlJnd'uclr.ing, slln;J!b bush]es,s ~

LH it sh:llU COilliC into force ;ailt once" and shall !D,e deemed to have taken
effeCl ilJJI the 23nl day of l1lecemi!J.er" ISf#'l.

2.. [~cfin it ions
iuD this u\ct .2 unless there is; ~nything rcplUgn,J1ntir: the subject or contLeXlt.

l( «.9 uGorporat ionU !Weans UlliE:' ~·l!illtt tiona I oowelopll1lent
estab~ ashed under Section 3; ,

(f) ~·Hnancia.l institutioll':;fift I'llleans th~ State Bank f Pakustara. the Pakistan
Industrtal Cred~t and hn'cstDent Corporation,. the lrH/leSUl{ I: Coq aUon of
I'akist;'ln, the National 'nvcstrt-ent lrust. a company carryh~; on tti~l\. bus iness of
insurance and a banking cormpany as defined in the BalrlJdng t '1lparaies OnJinance, 1'94112
(LVII of 19(2) l) and includes an)' other co~pany or .:>tner Ix fly corporate ...poosored,
owned. or controlled by the fe4eral G>\7ern~nt or Pro,.,incial 'iwcroment, Yhether
directly or through a company oc-r-9rp'1>!fation set up ~)rt conti ~ led by such
GO\1crnIDEcnt, which the Federal Govcrnm.ent ait)'. by n'Gt:ification !'l tlte official
Gazette, declare to be a financial institution for the purpose of this Act 3~

(g) '"prescribedu !means prescribed by rules;
(It) Uregulation !means a regulation ar.ade under. this Act; and
(i) IIruleu Jre3ns a rule Dade under this Act ..

L iJ\IiMcd by Ordinance XIV of 1918) 5.. 2
1. .. Subs .. for \o{ord "Ordinance" by Ordimmce XIV of 19]f8. S .. l
3 .. 1"4.I~Dcd by Ordinance XVI of IgS3. S~2



,,= ~ Olher relc\1.:mt in (OftnLill lOll and b..lckgfintmd: Nn.'c fv<ls ;{\l I~I'O\'{CUPtr,1/1cil;; u<C'fonJ (or disbursing and tn.tfmHoring lomls. 'Ute: m.'-'l:l,l~cm1t7n(l (l,r ~HI).( tis
(~..:!l~lf~a !to ibnmc.h out into the nmmcing of paweD' :s.j~ctor sJJb'}Jr\Qij('-:lLs~ f1'«!c.JulS;eof ttJlUl!" u~oveHy (\If this c:om:el'lit. theadadnlstrat h.m of th!'" fimmc hug; br lNVfC IS~'llaulh~ijg~{titel.1 tl/) he cxtrclfJtlely effh:hmt thereby insuring the longewH-)" of Ut~i",sP nuu:alhcing ltodaUty.

'5i ~ UOIW wi H roU ower' fundls. be uti li:zed :l1lnd what restrict ions j f an}~.".. uH ~::d$l feg.arding their use: tiny Jnd aU roB o,,1cr hmds ""U I be used tonn;JJIIK~ UU'l:U' subprojects thruugh the psr 'l'rojcct.. ~J)fC wil i ad'Imhllister Heese{'~llml'; .~$ .a. ~JisUnct and sep,arate I((}Jlin pD{)J! fcoltn aU otlherfun&s l!t';imiaig;ed bym);H:'.

i::. «ve£!,a~'!:::!!~~j~.c. t.ion
R;:'(!T'iLlim;,d ~n detaU Dn the r!J~.

M»FC docs have vadous lines of ere.1i ts wh iell.. h:iwe been uSlVJ (Of(i"t:'IW(' ~lf~'& of oC17elop,n.cnt pro jCC.lt.s in areas other than tlte f'oi)wer sector. :tUft:doc'S nU1H currentl)" have tlfOY other''Sou' ces of finan4:iul6 fIL\Jf JlOwer sectordf'wcUogwnenl. As the PSi) Project is 4e);ecuted~ Oltftelr UiDtlVifS, SUdl as the N')rhJI}I,Lmlk. ,y'WlilE. the Japanese gowenlln'f'alJ¢, ~)JD!A etc W'HI aliso cOOltrHJulte hl.,"'Uls to theFundi Dan. m»te for pO~'ergcneratiojll subp,rojects.

....



..
"

tn Um Corp'Gra.t ion shaH be ;a INl{8y corporate ,having perp.etual succession

and a 'Cott'l'mmu seai. ~Hh po~ers~ subject t.o Ule provisions D.l this Act. to hold and

d i Sf\Oi5C 01 i~ropert.y and '.)J'~i1I U b)1 i ls Jr.-me sue and be sued ..

(R » Hm authorized share capital of the f.oqJor~i)tion shall be tcpu crorcs of
rupees, d uvh~cd into ten lakb o~ditl'ar)' sllrar.;;s of one hundred rupees cadv.

L~»nle pa id-up capital of the Q:..rporaUon ~b:aU. in the first instance. be
three c[orcs of rupees to be contrihull.cd by the federall Government.

!3) H;c h~deral C"'Jl\7crmment nt(~y,. by notification in the affical GazeHe,.
increase theauthorize,lJ share c.apital ami <I p,aid-up C3i)HaJ of the Corporation to
such eXle«a and in such manner a.s ~}' be s'H?cifiedin the notification.

S. Offices and Branches

(U Unless the Federa.l Govermvent by noli fication in the offie iaI Gazet te~
otherwise directs. the head office of the Corporation shall be at Karachi.

LOTtie Corporation may establish regional and other offices at sucoplaces
as the Eoard Q3)' think £j L

6. Dir~ction and Superintendence

{1} lhe overall direction and superintendence of the affairs of the
CorpDraU'!h1 shall vest in a Board of Directors constituted in accordance with
Section 7 J \.fhichcnay exercise; all such pow~ers and do 5 all such acts amI things
as Il!'.ay' be exercised and done by the Corp{)r(it.~nn.

(2) In discharging its fWlctions. the Board shall act on business
considerations.

4. Jos by Ordinance xlv of 1918. S.4
S.. Subs .. for w'nrd "toU by Ordinance XIV olf 1918 S.5



~J» Duo JuSdDarging i lS functions, tle fl'.zc -·t shtlll be guided on (IttJ((?stt Dl1UDS otrr'D,8n te)' tt"f It~tlt:· iuu:;;itrucUons. if afW. gawell1 tv» it b)' the federal (iowcnomtCll1lt wUujdu-s,UuiuUD !h,e' ilUve sole judge as to "'hether JI qUC!UOO IS a '~QJcstf.ion of pohe)".
~»p Bf the Board faj Is to carry out Ule instrUi::ltions ghen ~(Ql bt ll1Ul«(!er

$Uib·S(~c~ti(lvttll «3). the I~cderal Governll'l.icnl Hil'J)' supersede Uti: n\Oiard :ibnd ;j\irgN)inl :ibIr.J'PCD's.\Qju lOr lu,oJy lo hmct ion in plaICe of t.he l:'1'-ard unti I a new B'O'ard as (OUIst HlUittedhn "lI«(iOr«ii~m:Cle '1~hh the p(ovisicns of U'I~~ v\ct; and no ~m(h supcrsessMon or
~lU1ir\())DrU~Cnll shJiD f be questioned in any «~urt"'

UP
GCll'.'enUiftJerrU ~ •

if. V."~~, Y

G(li'l.·eramj~all t.

Hue (Y·oJjrd shall (cosist of 'SU p2fSmvS to me ~lPJlointed lW the ':eder;illl
<[}itt \l.;~H}I:Hl h~'(li sVul I be frorro the' fbn:,:mcua I irtls;tI tut ions.

[ 3 V t)n~ oi tt!llJ~ [H reclt,ors shat DD Ib·e 'lNJ!1DanIH~d b)' OH~ f'ederaB (;O'I',i'C'U'Jlil1lcnlt Ito Ibethe OMh'~fi,:m (0)[ tJijC' iSc.:.rd of UIrCcltiDirs ...

H» iNc> :act (Of ~1irOcec&jDlg of Ue~ &!((l\~rd shaB! lUeimtal hi mereDy eJll1J the grOUtl1Hd!of !the :e:d SiliC1KC of :any v.aCJim:y t or lLlI<ea\c(lt in Uw constHoUOfl, of lthc&5~Dar\lL

«I i)~!tnt" (lYaDfim..:m shall be 2i1l)pOinnl1«~d OJ' the federal Government Oll1i such term15mo,J I(lG~nJQ t u,mns as the federal GovCralJlmeifQ!t orJi.iI)" deter(i';line.

(29 lihJe Chalnman shall, urdess tBt~~ federal Go'ller:mment otherWbse directs lOh'OiHd on rice {'or ,a term of thrc,e ye.ars 'U'!llJji~J: the federal (iot,;'ecnment IIley10 frorm timeto It mrme, iC:dend.

[3 V HIIe eha i:i!J.<:o shw U be the \l.Oillole ~~I!l'e chief executi ve of the COrporat jonand shad n perfor\lll such fuu:ct Jo,ns 3S are assigned by this Act or may he assi glllcd b.'fthe BO:,lrJ: !Dro\7liJcd that the feder,al Gn.\ie~nt may uti I iZI!: the sendces of theChairman for an)" other \4)ork~

9. QUJlUfkalions and disqualificatdons of Directors
No .r,erson sh'dI II be, or" sftall conltinu,e to be. a Dli n:ctar who

{a» is or at ~nf Ulme has .be1:11 adjudicated aninsol vent or has suspendedpayment 'Of" has cOm'Jpounded M'ith his credH.oJrs;

lib) DS fO\ind to be a lunatic or beooffiles of unsound mind;

:cD is or has at any th!e been comi'icted for an)~ offence which, ·in theopinioll1 (())If the federal GO\1ernmJent" is an offence in'lollling In''lcal turps tude;

~d» without leawe of absence froiJil th-e Hoard abScEuts hilThScJf fnJlrn aU tlhleImeeting (Q)f the Board for a continuous p·eri{J~d of sb: l11.'ont.B1ls Of"if .Iess th'ilil11l threelntcetings are held ~.qithjn slllch peri.od. fro1l!J three consecut.i\"e l11eetings of ttlhie nl'oi11lrcll;



u » Ihe U.o.lrd !tfjay cons' ~ lule an (;xccutl.,c GouuruHtc(" (ons i sUng of tiDe
Chaiflm;m :and l'K'O otllel- Directors to as~~ist it in the discharge of its flln'UOUS
Itm&er this u\ct.

en fhe members or the Excculhre wlrilJ1liU.ce shaH hold office for such
1H.~r lod as 111411)" be JhOV idcd by the regulations~

t3» She Il:fljnules of every IlOOcti.llg of the l::<tCCUlt h'e (mtHllJi Uec shall ~J'C laid
bl(;fore the Board (or approval at its ml!xl lneeting fOUow'ISlg the meeting of the
GoJ7JLt1J VIt It C'c •

l-1) Subject to the general or special directions of the B<\}anJ. Ule
Execll.i1t hie COittHl'Jj U.ce may deal with any litllter within tfte compelter.ce or the ll'oard.

~. n p lhf(~e lh rectors shi7 IJ fOfli1J the (lUDfUlJlI for a meeting of the lJoanJ:

t2:P Subject to sub*scction U). the 1112ctings of the Board and the fxeoJt hle
w:rn,mDlVce sh311 be held in suc.h ~lnne,. ,fJS lrl.lly Le preslcribed: Pfov'ided that. until
rUles are ttna&e in this behalf. such :JIIeeOngs shaH 00 called by the Urainnan.

fees [or Attending, ~\ccting

Hue Oireclors shall he paid sudl Ifees for attending the meeting of the E''!}ard
and the !Executive Ot}!!lmittee as cnLll)' Ib'!: plrescribed.

l.L Secrecy and Fideii ty

.\IClJ Director sball assUille bis offkc WltH he has m.ade such declaration of
secrecy and fidelity as mar be pre-sed bt~d.

14. IndcilTlnity of Direct.ors

A Director shall not be personally' responsible for the acts (if aoy other
Director" or' of afW officer or'servant of the CorP"'"ration or for any loss or
expenditure resulting to the Corporation b}1 reason of the insufficienc)' or
deficiency in value of or title to any propert)' or security acquired Of tak.en on
behaJ f of the Corporation. or for anything done b)' him: in geod faith in the
discharge of his duties.

15. &Jsiness Mhich the COrporation can Transact

Subject to the rules and regulaUoiJls, if an)~, tbe Corporation may carr}' on,
transact or do the several kinds of busill1ess and acts hereinafter spec! fied namely:

(a) to appraise the econorrnic lO filllancial and technical £easibB j It)" of
eligible enterprises which cake a reques!t for assistan~ce;



to pr("ttlolC, Spi{lflSOr, fCflt1! ~md get im:ofiN)rated one or Ili\lH~!f: Clj)Ii!'rJ;~»UC'S;

HUWH1J~ :1I~:lm$t Its or (heir obj.ects tht~ furlt~lerance ~"f the bushves,s ;;md obJjI':a:ts~ of
t. he C'l))q g"'Jf Jl t Uon; J

il;;: a to ill'JJke loans and advances" and pro\"ide le;;l.isc f ina~dlitl£" to cD uguMe
!{~n{erp8' uses and to financial in-s.tltllJt i((;~ns on short, 1~ledIIW1fJ and It':mg-tcrmi lh'Q)SDS~ iilll!llt.H

t iO rH"\~' U!~f~ ~.:ss i 51 lance for ,""orad ng GlpH.a I fettle i rem.>CD'ltS ;i

,( dl)j not....,i Il.hslandang the prowl SIon of any othe'f law to the ctlml!.rar)", to
']lPr'nan~ ;1 ,d!hccl'or Oil the Board of mrectors of a COlllig,lJiny to wilDen It has renJerecll
f H1Jda~( U,ll B JSSI5 Lance;

H tlnJ pdln iCDfV.lte r..7lth iO'iLher lloi11m:ial anst tt\UittOrJiS or wn.YJi the ar~'ro\i'<illD

'Of UU:C' 'Jt'!~e'[Jl! (;owermnCWl ik1Hh harulks or lending ager"cnes outsfiJe PdUsttafli. £ tn
gr;mt D ij{),ms{ja~,rB advances to the cD i ;g,i !hie eruterpr i 51!~S;

(;;J :(,{) purchase or ,o(her~'asc acquire. own. se~~, transJer andl exdb~mge ani)'
t,m l:Sb9 4-,md Intang'ble, !!oovablC' or ~tlIi1111)"'<lbBc propcrtr or assets l!f~ trw disdbuge
o{ i tshu~ UC1JCSS ~

(lu J Ito :accept and furn i 5h i:ll1l,' Hen t charge. hjtpothecaUon ~ or mortgage or
any~. nn,'De 'Of lifHJingiible, llT!QJ\'.ab!e or Uliiji!t1)'it'abBe prop~~ra)' or assets .~il! the
ithschar!'JcC° {D[ its busam:ss',

~j

( UU 'to enter inu)a.grc{'lrr.~n!ts al1ld (ll)Ht:rdcls and execute such lfacuments as
i11'Jay be cC.f1shJered m::creSSalc)' for the dus(narge of i'.s !'lrnc!tlons;

'I j'l to rcce!'o'c and p.-l)' CO£lll~ssi();f~S. fees and brok.erage III connect iOtll with
its !bus aness;

U J} to acquire. retain. or dnsp,ose of asset.:; of arw type whlich mlJ'jt in aUlif
ltar cc~rJe into the possessi'nm of the Corporatio.n in satisfaction or part
satislacti~l Df any of its.cJaj~s;

(iTIl) to bornn,,' ~one)' for the p".upose of its business and to gn"e se:uritir
for rj<ll}ue)' so borro'W'ed by pledging ~ssets or otherwise.

QnJ to accept deposits of fixed u!,aturities;

--------------------------------------------------------------------------------1.
Jus .. by Ordinance XVI of 1983 S. 3 (a), 3{b) for Ulc} to :rJ!3~e io~ms and adl':ances
Ito eligible enterprises, Oil Irnedilli1'1l and long tef~ basis J• and to proidde ass:istam:e
for ~<Qlrlkjng capital requlce«:ent;U
1. Ins. lI:y Ordinance XIV of 1918, S. 6
3.. Subs. 11])' Ordinance J.Vl of 1983, S. ,:1(':1) for H{a} fu>J"1derttaking,s ~hlidu are wUtQJiB»'
or partIr o'U'ncd by the federal Q)\1ernrn¥tmC:~R;



Hrr}iO i!.{1i acquirt~. oointain mH) transfer H'!~ rCf~udf.mUal ~UI\J U)\!»;S,utue'5,s
i"f l':!tl ; "~,i' S ~ ;mJ

it i'J U g.'('fl~ridl)' to do aU SiKh !n,,aUers :'lfld thUUug5 as mlt'y !be IrtdqfmtltJlD
'Wf 'Sil,D3))$ u-&L1I')' to the untle-rlak ing of any of the aClincs,a id ImsBuc$S ~

i.('. at'lJS We-55 ~h len the Coq:t'.{)rat hm cannotlr:ans;acl
»he CoqJOrauon sha II nol in-.'csll in any Shalfe, stocks or d'e~cnitUI'cs of.

l()f ~ii~~(~ loans or adwances to. any U1l1derlalUng whjdJ is not an c'i igable
enterprise: Provided th,ll the Co()rpoQlr~ltion woy dCflosit its foods wllLlt a
~"m~,wr.. i,>oitrJiMn)' in current or 5.fHnll*lerlJ1l deptiilt a:(c(Junts·~

JJ1J'C f~a i,o~ing shall be C'! ig~Me to HN.:eilfe assusllancc frlDll~ lHw
p0a ~~ ~ uua n:miC' i y:

t\2J.! tli/D,tcrtar-un:gs j,4!hidl ..ue Q.i.hol :)' or JMXUy o\Oo!lwd by the rederal
Covenur;J('J~t. Jj l'fovjm:.ial GCH1Cnmteilll or a io{.aD :autho.rH.y; ..>

(ibY utrH.J!erf.aSdn,gs 'U'hjdl are wJuiOill)' or jXHUy OI,-iTICd br auw of the
tmd"'n,1ikin,;;s referred to in clause «l)J. and ,I

01)1;» uIH.Jerl:aking,s in the I~ri\'ate sector. ilrt p3rtlcuiar Hlose set up'
and eHJ'lJ1 Bshed in the less dev{~loJl.e,d areas, of Pakistani; 5.

~d any ether uHder~ :.lldng'. &11'«: lared bt the federa i W\'CnHllent to be an
eluguMe enterprise for lhepurpo!lJse I();( this ~'(t.

i( iO The Corporal!. ion !l".ay htVi'ffO'lf; l,.~ the federal ('Overnmenlr. amj~ wi Ito
the rd:or appnwal of the federal G'Qlwernoonlt also hom: the State BanK of
PaJd st,:m or ,an)" atber len~ing age-ric j~;'S or inslt itutiiotlls. 6

llJl "[be Corp'aration mxa)7 issue and sell bonds and debentures both in
rurees and foreig~ currencies.

C») lhe federal.GQ\'crmnent DrILl}', at the re\quest of the Corporation.
guaranitee as to the repa}'1Ient of principal and p:a)'lltent of interest anl' sum,s
borr~'ed by the COrporation under sub-sect ion (I) or an)" bonds or debentures
issued bl the Corporation wi Ui the prior approval of the federal wlIermnent.

4. Subs. by Ordinance xlv of 1918" S.,1 for ntb) ul1dertalldngs taken O'llJcr

managed by the Federal Go\'ernnent un~rer the !:conoimic Reforms Order, 1912; and flft

5. Ins. by Ordinance XVI of 1983, S .. 41(b)
6. Subs .. by Ordinance XIV of 1918. $ .. 8(a) for "(lJI lhe Corporation m,Jl' with
the prior appro\'al of the federal (;oIJ'cnlatenl .. borroiW! frotrn tb-~ Statte~Jln~ of
Pakisitan or an}7 other lending agencl€!$ or inst itutions~n



((ftP ~J{n~ilhslJndiftg tJtnything «}nt~lincd in the lrus(s Act. H»~)' ~ II \OJ!
"lJ. Un~" hosuram:e Act. 1938 (IV of 19J8), and the fl'~)nking (btThp\!}:f1ji~~s

:L'JQu~ Uall,.illi:(\('. a'9(111 (tv II o( i 96l) such of the ~onds and d4~bciilturc:s of the
f'JH g'\(H ;~tt u,rJi~UJl$ have bcecn guaranteed by the federal Go\t~~rnmeot u~HJ:er

5~u~t'-S'({'C[H~:ru Ll} shall be dcc~!Cd to be included dl1!J')ng tlite securities emX411,,:rat<:di
un S(~( a. unn JO of t helrosts v\ct. JS82 (11 of I Sal) t and to be apprG'i'll:d
~,!!nu Dt DC'S l<£)r tJm purposes of the hl$unmte ,kt. 1938 ~ l'li of PJJ81; f .:md the
UJn~ u:u~ (ir.hmIMoies Ordinance. 1961 (Olill ()( 1961».

ilS» lhe aggregate of the SUiUrS bl)rrO,,.cd under jiub-s:cct ion ~ I» ~1mtl the
S~H~iS JHC .em the bOiiHJS and debentures issued under sub-j~c( If.i on «.:: J and Ute:
(i(»aHjn~.,'n!f. habit it ies of the ICorr!Olrali«mll io respecil of gUEnanttce or
mtlh~r\4ru in~ agrecnli:nts shall not at any t hte c;(cced lI.~i\f:nty times the
aggrc;g:Hc {ll( the a:nlCH.Ult o( paid-up share capital and n~s,erlles of the
reor p[~r 3l UVJJif1.

PL ~'j'l'}<;'~r \0 l.al I for Pa)TK'nt l':.efore Agreed Period
r~(,hiJ«UlSlJRdli n~ ,'m;' ~1grCCill>C'UlIt to the (onlrlil r ...·• the COlfror~H ionu IlKn". by

n'L~U{(.'(~ n:(Q~yur,e .a:nyeli'g,H'h~ enterprise t() 'H:hiiCh it has granted any ~u"m '
f,onh"d 't~n ttlo rei"a)' the loan in fuB I. DC

La ~ i It ,llpp>ears to the OOard (I),l( in Ol,e appl u~:at trDn for the hJan
uauh1rru:tt H:n faUse amI rrnisleading, In any I!!latcriai p:.:rtac.::ular has been g~vcn; (Jf

(ih 1) the cUlE,ible enterprise has failed to comply wiHb the !terms of
,Jilllf agf{~erJ:('j~1 ~dth the COI'prJf3UC'11I in it~!l: metter of th.~!~ loan; or

«e]l fDfanr other reaseR, it as ncccssar.r. in the op,jnioil of the
l¥>LD::nJ. t{'~ p:f<f.necl the interest of tbe Wf'fll!)rat:tl:m.

U~C Board ana)', for the puq;1Qse of ensuring efficient functioning of the
CQlrpOifJlll. u<Q,n aud faeil itating transacti\C'!1 of its. daily business, br a
re'Sohnhm paMished in the official G.;lJ:e~ue. delegate to the Chairman or an)"
olther off jeer or the OJrporat.iofl, sobject. to such condH ions and lima tattic:ms,
if .Jlll1lj". as imlY be sp·eci ned therein" such of its poawers, ami dfiJ~tes lUliD.Jer this
Act as UIt liTJay dectrrl nccessar:t.

21. Officers and Ser\tant's It

lbe Corporat ion ITJay appoint or eM!Jl1lo), such officers aod servant( 5 as it
considers necessary for tbe efficient perforaoance of its {unctions, O~l such
terms ;JQ1J conditions as my be laid GG'kll by regulaUons.

22. [Disposal of Profits

(I] 'The Corparation shall establish a Reserve fund to t.<hich shal! be
credited s!Ulch 2lttiOunt out of its annual net profit, not being less than rift)·
per ceWL, of its uimmal net profit, as lThdl)' he dcterlmined hi' the Board.



Uht~ ImUnilW~m .;)ljpfi(>llrLHu~m q)l( profits tu lite·.... t'u'c hmJ rU:t(('\,M Hlli\'Hl"U

~.\iUII')~~;'1'fQ H i"~ U» sHu·JIII <11,,)1)' U II sud. tiillt~ ;{J5 the J!1lIf}unt in the r~r·5(i,."U H' htmll
i/"Ji'il\,llU'" !IHul r"H{B-up Icapil~ll of Un: CGirJl·~~lr.l!Uon.

il I} H'I'C: year or account of the wrporalt hm sh:tl BI IlJ;e Itt'll!: ,e"n
HI!" lust ida,' of JanuiJry mud endlJlig the lhUrtt)t'-hrslt d:a.y ad:'

'YHn',uect to sub-sccUon no 1, the (ofi10raUOn shan m(airHaulI~ its
';~(U(Hjilij:t\ U'i~ sud. !l'IIJnner as lf~ar be prcsiCrDb\f~qJ.

" i! uttw ,JC({\'tmts of (the wql,£yr.JlIl hHlshaD ti IDe ~miJtttcd /!]:r tWIQi dll'.Hhlt~HS.

,,~J""1> ;'1"· ,iiil,~nf:"{{'dac:c'ClmCanlsW'u than th'l;! Itt~;anling, of the U~~r~elfed AcC(ollmll.auulls
iUI~ ~ir~:mi!' I". U£H.:d ~X icf 1961). app08Ullted ~vy the (orpli)raUouu.

~ttH! l:tH\,j9t~{ ItI>Il sIn U sll~iiJ.'ltd!l. tU) the "cQ,ter;;!il ~iQ'J'erHml'~vut <ii UJPr ()iff

~mmg,lIn ,J{(,eunts, and llhc rlC"pcy(l!. of OUt:' i\"iYiH'd on the opeuat UIf)/.'US, ott
tt q"J'i li1uciU (or the pn:,(e,dUlJ~. YClllff,. Ilf\rchHhng ,:1 repon \"m thf~ J'C'UU'JiUI1l',lr!i fCt;
tva the ,n;lJt:uui2s to ~Jbjd. III has su!l1;'S;cdbed c..:ur,uttal or aqjw'.mce d!(,h,.l'l'uccdl
uo:nr£ f.J!f 1m ~lw:se tduaU it has wHleril.J'~\,(efU .m)' g,v.kilr;;mtee.

:).) ~;he h:Jerat 8 GI1iWerml!Cn1t S~t',ti bB c..mse Hte mJIQ.h teJ aC((')tlVCl'5 ui,ff t

aT"AL~'! lUI!) to R!'I:' laad lvc((1)n:~ the ~1;,~!lO\fJ.Ulial Assem~\,I;l.

" M.;..- ~ ..

\")!t,'d tihs,tandjng anythIng ('!H~Il.,JlUw,;J in taw Bm:om~:e "a:t Act. I'J2l ~:\I ott
U'jl22u* 1 ~'ciJilh lax Act~ J~963 O~W <Di~ li9\6J3J. lt~I.:e Business Profits 'L\j~ I~ct.

n'Jlp Lf~ 'id 19,\7) ~ or ,;jni !olher la'loli !r[)( the Ume be.ngin force n:.ial Uyvg to
naucc;tie-'l,g~. sll:g'Jer-:tax. ~ieillHh-ta:<., gUt-tax or \nJ5~nCS5 pronts. tax. Ute
Ccrpof"]!LH'lJU shaH not be U,aMe to Vialif' 3.UD)' such t.n: on its inCiDme. pnpD tits Of
li..3 m'S.

Une Corporatioa shaH not be dec!BIcJ to ll~~ a banKing cO.JJ.Jpan;l h»n tt.he
pt"rpose'S of the R.:mking ul>wp,an ics Ordinance. 1962 lLVU of 19(2). or limy oOter
la}f for !the time being in force relatjng to bant~iflg cOalpanies.

2b. Liquidation of the Corporation

ijilnC' Coq}.oration sh.aJ I not be I),l'oil.md up S31fe OJ' order of the he.J~"'lfaB

GtWefifH;"1'n6t in such marmer as it llilaJ}' direct.

V H» (ale Federal Go\1errtliJIent 0&<. subject to the approval of the fedelal
Li()Wernim'!'uutt~ the Board li1\il)'. by notHicaU"1fl in the official (,ateUe. iltl,d.c 511.dl~S

for c3nrlll1g out the purposes of this At:.: •

(11)> ,i\H such rules shall 00 laid be(ore the Ni3!Uou:JI AsscmbB".
llBL »;'w,..'cr 1..:;> H:,dte Re~ulations



q~» The Doard Cia)' lr:klkc H:,guJlat terns to pro1dde for '11 J tm;tUcrs no~

t~~~ij;IYU h~ift to be provided for by rules and provision for whkh IS nccessar:1t' or
iC:'l't"Lfiu{~rH. for carrying out the purpo~~es. of tt,.s kll.

~ 1» ;ihere any pravi si 00 of the regulat ion~~ is inlConsj stem. with ant
P~DVDSlon of the rules lh~ provision of the rules shall prevail.

The ~~Jl ic,na] [lIeveJoD'J'8Cnt Finar.ce (orp()ratioV'1 Ordinance) 1912 (LV-HI of
1~D7~L D'5 hereby repealea:



M. tachlllCt!llt I I
Hn..ffiic Ral Mi. ~hj I~h~.s
-rR~;:~ in JJilTio:ir-

'fear hltJlng

1980 1981 1982 198J" 193:·.1 --T~ij5
2:'9J'---:l:I""'l;~9-~ -'~--'~~)):r--' -'.«j3J"-~~rl Ir:i3Vi
2,571 3,147 4,251 5.939 6.1b7 9.513
.,gal Z,JOb 3,411 3.141 5,158 6.15j
1,327 1,568 2,008 3,101 3,31'1 4,J!j'J)

lau 200 100 ;~o

1lI.cCC!tt]ij"!I" J I •
Rcsutlg~;~,«~s' ~

IOl;;'II\s.sclS
CrcJ. " \10 Iumes
Di\cpos ~ it s
~'lil»~;C HkmiJls
Capll;v I &
Kescn':.!s
fOf<e U~~n (red it
UUf'S
'Sila tt:' g~;mik

Cred a't t UaBCS

I,ollal Ol'!~lfal

ling I:!uceimc
~~e t lotuec«V'f;[rC'
Vi \' id"~n&s
Slan U';o. ~

350 412 489 IbOJ 11S

S~N I , J5'1 I ,701 £,541 3.,tH

535 685 J ,185 I , ,t51 I ,88l

255 19l ·",20 6J19 "llQ
86 88 LU 161 190
I 2:.6 13,,2 19 .. 8 26.';' 16.,;'

1'97 212 ,lS8 57l SU

'Jill!
2'/M
Z~,.4

S.47

i'!il&;«v

25~7ij

11 "i~I'\I}J

8,SIb!'1
6.118

lV,'{!Jl

,I "Zq;,~

JOJJVl
9.14

S,(fJJcII



OUllIAL AMj) RII.:$I:RVES
IllUlt hp)J1' U";'if"J Capu ta J

2,«JOJilP,i(VJjij if.H·([hn~ry shares
(1)1« ~'S • ~ (fV\tP/ - e,ach

I SSUt",U, 'Sull~'SICf"9bed ,]Iud pl.1 id 0&1,1

(Jlru« d
Onh.. n(~! sHn,llfes o( Rs.IOi».f-C';iJl\ch
i tZ((~cJli ~"~.JO luU;; r'i1lD,'f in (.ash
B2iQ), :r»JI):v ! IIQ UUy i'j~B utd l!J,{jJ~m5S'~Jres

1986
!~~e!

.!nO .. QJOjrJi •COO

j 10 , (l)tU~) ,,(lJ<!l(Qi

Il. @}([J~)"C«lO

Hli$S

RIlJEC~.~

IZ'[lI" lUllJO" (1J(U'{}l
nl ~ (lJ«}f)J ,., ~J«J(IJI

s~ iillUU ili(.9UY II"cs:erve
:)~""{;" D r:f!scr~1e

Gcm:~il' ,~U n:ser\1C
Ug'(~'S!ett\\'!t· UiOf c!Onllijn~,(:ttKUIC3,

[f,(l)~Hfis U'{:~d:crrnplt i o:u reserv<C!
[RruJlJPBJ/I{')f)d ..H,C,d! profU l

(ft, US, .09~s ~ 102
,m , (n~J,(. " (i}qJ([}J

63,,,·' a«. "I &3,
! ,;U Sl noo, llJij~lI

I 2' ,. (iJifUi((}l ~ O«J;(I)J

B!8, " Ze~b •3~U
I (f;; r!J, :> CHUIJ , OUUl

,~tJ,(1) ~ awo

LYt»Mi)S
J))U'\(J)SUTS «,ii~' ~. nu:UJ 1-~inI\.lJRi! al'}i
lH1iUm!{J}" «rr'l!G~,->

(J) DUUtI!( t ua' uu Uu:s /,,"'\11» r1{{1!'V as B(~tiIS

mvuitlk'Ull.JS
holeu i{~sL/lelunu arad ex~nses

;JlCca'QU1~J

Suminy credB lors
J»rovDsion o( laxation
Otheu

OUlSIMml M; (ONiI,uluuans AJH)
COJn UJGMJD lLlii\BBlH I ES

7/ ZOO" OO()~" UOO
6" ?11~$,,1591,280

8 '15 3,,982,,360,552

~07 ,.161,.635
23,,959,,123

I 23 "oco"ooo
9 133,,159~6S0

10
J2" 848" 94:~" 505

1,.291,.43:>,,338

2(flfj)) "000 "O{fJO
4" 7j:::Jl~ 135 ",173
3",H.»I ,,584,,018

.BI "Y197 ,.972
J 'il "iW5 ,,;103

50,,596,,~H6

541" Hm" 191



CAS!B
1W UUB (l~,;mk $ tin l rans i l and on hand

Dli1l\l' 1;.,5 I !f.ll!l:~,j ~.);

Q'uul"~Jl

GiJi'i.'I!1! nu~ncn It SCcur i ties
(Minkel value Rs. 1,313,162,16'9

8985: Rs.99.454,368)
Shar'~s fully paid

(ll'tJJliflk.'~t value Rs. 195,112,003
Ug85: Its. ItO,S11,301)

11.PJnqu »tcd
G')~'i£!nIAienl 1reasury IJlcpos i t Rece Dpt:s
S~urc5 hd Iy fXJid
l!lcibcao lures

NOlI:

II
II

1986
Rup£cs

JlbS,lS3,MJO
166,126,:)J«}
lS,OH,103

1985

~8!Pccs

136;N1 ~ ?$l\1i
J43,,88'iF,«pj,«;

IS ,,115 ,1'll

V\lliVAM:l:S t UjJM,,~ ltlm VI;OI;.VI URI:S
01 m.:JR ASS iLl S

fJcpos i"- 'S. prcpaylincnls, deferred
costs and sundry rc~eivables

IncilJ):!m: accrued and receivable
16 316,9~6,820

210,191,911
159,,92:1,:B';J
75,9717,93U

Alli\!..\1·,Ci:.S Y{pR CAPfJAL "QUr.-Hw-PROGRf:SS
fL'U:U 3\~:S:U5

11
18

75,415,018
95,272,2SH

64 ,588, J.,»e»
62,967 ,8~.m

~~=:====:====== =~=============

ACCI:PIAMJ: RI:Ci;lVABLE PER OONlAA I, OJ 0 t 1t10 ,}Iij
======~======:: =::=::::=::::==

lhe .annexed notes fOfl1J an !integcal pa.rt of the accounts



D"1f(illlH 1:i\M» UJl»SS ,¥\C(luu:n Hl\R nm Yb\RI:UVI:D DI:CEOI:RJL. 1985.
l'i'W -:\~~qh tti()lu Sil'~ f(!j)\D FCdale(J Apt:U ]6,1981 lS"iiOnexcJ 'her<:lo'7

NOIE 1986
Rupe~

1985
RUE(!e~

~--~----------~ ---------------

uINlCH~Ua:

Bnultcrtt:;"\.t!~~cturu A and charges on
;;.n~h;'"nuUO~"it loans and debentures

(all!S:i ;;JI~h';.'mces and loans uri lten of f)
Inlter(!'''£It!~tcllurnA on bank/PL.') deposi ls
hillen.:''';;l/U~ctunl'l; froJ'll invcstll;&Cnts
h~cs. 'C(()Klntlussioa and exchange
INa-ofh '01nO saBe of invcSliJJfcnls
I»rofi It ")JtlR &nsposa I of fixed assets

'lota Iincomlf;
Il:XB'bMD\ fILm!:

hGlerc~,o..)'~t"~lurn* c~~m1'!i tUTlcnt. and
other cUMrges

tstalb I i "'~;tt,~nN't ,Jli\d adrninlstr'at i vc ex~)cn$cs

(h rectob'5" a llo...,ances
Oittler 0u'l~r,aU fl,g eXIJlcnses 19
HeB~nx l.UIL j wm on fixed ;assets 19

88.,438.001
88.138,300

8l:l0:t 238 , $68
115.855.059

88,610
211 )112

l:t 165 .910. '.1 ¢)
·"It- __ .. ~ ......- ...' ... __ .... '.

$66,~M8~814

471 ,921 ,:275
2,510

J8,Ool.'H>9
13,J 58 .. 7/«)'6

b1l 11 3J\!).59U
35,.S5f»1I 1ll

13'1,426,515
q'Sl t 80J ,. 9971

6,165
35.t. HJJ$

".- -.--,. ~_ ,.

MJIl II 1.19 t 35~»

38"tJ65"J.11
),200

31,·199"M·1
9,,839,329

ProHt lor nUtf,. ~'CJr before prm'isioilS for tal:ration
(jmltin~' ilh_.~~S and loans/receivables hUllle 6)
tess: 'v, 'nn Sien for laxation Current

- for the year
- for priOi' year

-~--------~--_. --_._---~------

10,000,000
53,000,000

--------------- ~,~----------~--~

Unappropriatci~ profit brought forward
116,8'17 ..302

460,800
1.43,016,,882

843~918

-~---~--------- _.. _-_._---------~
APPROPRIAnDN~

"j rans fer Lo statutory reserve •
lrallsfer Lo special reserve fof'
prior yeau·
Transfer to special reserve for
current year
lransfeI l troe)/to gen,eral reserve
"lransfer til) reserve for contingencies
lransfer to bonds rede~ption reserve
Dividends

.,
5

2J J OOO,OOO
(12,000,000)
22,000,000
29 .. 0CO,OflO
9,240,000

I.? ,000,000
55,000,00'0
19 ., m.t~ r. 000
20, 4UiJl, OO<Ql

-,-------------- ------_.,._-~----

-,.. -- - - - -------- -- - -, --_.- _. ,.* - - ... _,--

URelurn inchJdc"iincome froD or as the case D~a}' be paid on:~ non-interest UIC3Jrlllllg aCCOUJrols.



:l,lQJIl;;..,") 'lOUUli I/\CCOUN13 fOR 11Ui YEAR ENDED DECEMBER 31,. 1986

D. Ohe ODlUINJf.alion is goverlled by the N!alionalllCvcloflln~nlHn;,.mce
O)r~NJ/r;aUoun ~u\ct, 1913 and the rules \tfi.adle Utercundcr, in accord:,mcc t>Gu 1Il~

ih:hjdu thCS'Cillccounls have been presentedl.

2.1 Ihe Ummcial slatclUiCnts are prcp1/1lre& under the his!torh::ai \C(!);slt
CiDJiluwenl ion.

:'.2 HlfOUgh I-iIlt1nce Itet, J'986 thcf'cd(.~r"lI wliernment of fl';,1lll;uslt;,:vnu
ha;, ,{'If1)cnded the ().Irparal!Jon"s .I\cl and thereby tax eXcl11ptioCl stt;&tU\~$

OM", been ~j thdra"n eHc,cUvefrontl Jam,Muy i ~ J985.

In v ueu of the {acl Umlt the Q)rp.oraUl1Dtus: aJeing assessed i@f
ILill '( h)f Ute first llGl':lc ¢lind that too retro-acti 'ficly, prolj'Dsjollb!<!)iU'
l.;p·,~t~~':'J} is lJrC!rog Itnade in t~e$e ~ccoun~s un all, esltilft:i!'~cd basus. A
,J,d un uIt uc pollcr for talalion. IlI1Icludlflg dei'erred. Wil i I Ibe'
h~HiJ1D ~ 3lC'41 in the ensuing year 4idler detenv. ning ill lIow:aH>i h It)' oK
oC'utaun charges.

2..3 Uhc Corporal ion operates a graluH)' SdtClne for Hs slUliH a;mU
fiB"W US Ions arc llTJade to neet the obi i ga tions uilldcr the schellle (QUI [p.~e

!l»;ij"; dS of the respect i we IIl!Ilinlhl f salaries as all the eml of the )"c~ur

iDD n·'Sg,,:'Cct. of those cIrnplo)'ecs only. WiN) tmvc (completed the Il~Dujllml1V

(iu.n! HYl:lg period of serTlice•

.2 A Il\'S'Scts and 1labia i ties .in Joreign currem:ies are generally
Il.r;JlnD'slale{~ at the highest selHlf1g rates of too respecUve
ODH'fi.!ncies, prevalent at the ba,!am::e sheet dalle. except for U1C

Gou:poration"5 borrowings froml tlrae Jnternal!.ioHl:.l Development
As'social ion which h~l\7e been tfitlinslated aft th~e State Dan;~ of
iDa!!(usltan spot rate, and IlleptDisits of Fixed Maturities Hor ~4hi(h tum
u;~RgN.llr:at i.oll purchases for-ward e:(cha.lIlge conltnu:ts) Hhich are
tr;.on~'Slated at-rates applicable un the transacltion dates.

Gains and losses on translation are taken to income cunrenU,..
- 'Il

.2.5 Cheques pending rcaUsation as of tne llallance sheet date
re<cl\'cd from its const Hut~,nts, in setUemenlt of their chlig,at ions
to Ithe Corporation. or for the issu,e of dep<llsiit receipts have hcen

.,tp'ated as cash 'Wlith bznk with lthe correspumHng credi t being
calTk~ under other liabilities and pro'lision.:> - others, or deJ.)fvsits
of (ixcd !maturities respec,U vel)/'.

2.6 U)ep,cndent uJ!>.On its constihlCkutS' require~[lfnts. amI/or v'Cudhng
CilJ~j:ropBction of final security duo.lJtrent:ation~ in certain lusttanCes. ILhc
CORti'St ituteD'll '1.)\30 accounts are debited with the agreed loan am,[muul ~

lloIJillR! a corresponding credit to lthe T~Spect.it.§e clients' d~posH

aCI«tmnls.. In tbe la,U.er cas,e these deposits ".re~ with DlllltU;;d
cOilusenl, treated as the int.:erilo11 security for '~he loan.. lhis hutl.erDlllJ
ar r;ang,cilTJCnl lenminales wben tbe sccuri t)t d{lCUlllll~ntatien is hIll3Iii;z,CIlL



U,U~it,:d u\.... 'Scll.S ;are sil...llcd ;at cost ;~i.$ :;KlCuttJMdalLi!:d depnN:U;;ll[ rii'~Il».

U:IL"lI"U i/'{, LulL h'6l us iCh,lfl{.;c,d to unc\(ws.oe ifJI~pDymg, H~e sf.r.iu!5,ht I ~ne 1l1l!::Il.r,U1J....~

~,;Ih "U~'hl Itlht~':i(])'Slt or lhe ~lsset is ~lfHlml <JU oller its estamul(tclLl!
St)lI·;fU\l_!(~ DUf(~<f

{C;VJUU1r5 Jlm~ h)ss:es O~l duspl,Q)'5>:JiU of f,l:<cd 6\sscts iJn: IUicimRed H»
UUIl,q,tO'"; (!l1lifTCUltl By.

"?'Ii; UI/Ot:' {iorp')i'!lil ion "liiC«~~JU res (;iQi\Vif:rmllent SCCUf it hcs (or spec H h:,d
[';L':rtlP):iU~" I('J{ thllc i(fjJ1 lhe CYiflI8rY of ~ol'h8dl the odgimd holders h,llV'(C' lUte'
~uU'):1 Iji())i1il ~,q]i bar lh0W b,)(ik :(;!Il corultrJ1lcled rates. Soule or aIle I h~!1li5, ':>~)

J\{'i1I1UHif'J3 ~m:d S]n!tJC {pI UU~ GOfgIOrJtt..joi¥"S m·m Ht\l)ldil1lgs arc sollLl! t{}J
'~f'!wuS;n IijIHh the DQjrp.Qir~UIj)R rc\t:aunulfog the or'U "" to bur UtCllll b\c]("~

;~~ \tilfi,~ ~n~ti of $~l>!~,c§! ucd periiot£Ds (/jI1 Utnl!!' :..llt (lQ;ntfa;clLcd rat~~s..

ijilne .Jc<c<aHU~llting (TC,;-Il!lIierU. :.ac(m'qjI;ed to thc'S€! triansact ioUls upmn
(PU!l;j?'!'Yil1l[Ui();n~ IS (onsisacnt. uiUu ft1.~~rclll1b$e ;']D~J sale I[);f inVes.afiUJDti~S

,('I T 11

~ u· 'in'l'ilugll1J:
it u» UITll (Jut: GliSC iQ)( rIDr(hll1$;~St l~hjJ'5lL the Icg~iiB rtegis.~ral!:.O(')OU

i1Tiilly (:~)rij ti «me Ito b·c:i I!'J «he Ifl,al'l1Il'; of It he sell cr to lJ'hmm OR"
f{': L:lHteJ 81f1~ erC:i> It IlTIJ)' .'lIlso lll,e IOlllg. the se H er rccogni :~~s,

;:md Jl«JWTlD ls the (iorpOOlr31~til!l1l1l to b\[;· t!.he tn.I~~ and absohJlte .
1}Jl.i'JH:f; ;.md

r nri» ulln laae Ca'5ie ijjJf sales" \}*hu 1st the (orporaUou mal' n:cogoD»:::e
llHluidl :aldmg it tilDe iNJifCUl:aself t!.(Q) lb,.!: the tnlc and ::1osoJule o~me:r.,

lhe im:c.JT)C MJa1 conlinw: to belong to the Ulrporat Ion.

2. ,~~ U1U(liCre'st/gilf.:lllllnn c:arncdis lfll:.C<OignbD zed il'm a tjm.lf~ proportion ltra51 S
Lil!l~ UIling ·JlCCtOimult of the pri.fie j p'1ll i ([ValtsttamJing and lth~~ rates of
UaUh"U'iesL/lkzel[urn applicable. except wlJtere re.co\'crt iis cOalslderetJ
dUJlu:»UhlJlU tthe 1!.coJue 1'5 rccog,nb:edl on receipt !basis ..

~,nJldt ~up paY<3llble to State if,~nS~ off ValId stan on the am.ounts
~.u :i U Ii seJ.1l out of the Hnes ::;f cred! tj)fovided lLl'mfer refinance
:arili.m~,e:tfieillItS by the ban'k is c.haig,cd lin t.he accounts on a tit,te
Il1f,»pUJa-Uon basis Caking account of the rtrr""""ipal ':)utstanding and the
iHl,uk-tUp applicable. "w

~uronlL/loss on ProHt and Loss Sharing iPLSJ deposits is
rel.iQ)12-ilniized currenttl)' VOl the "basis of the c.ppHcabh~ rate declare((H
III [ -,,:muma ! I Yv subsequent. to each ca lCf1ldar ha I f year l' for defos its
ItucBJ ..Jhudng, the respective half )'cac.,

h:oo,mc rrOirn equi t)" investl1l'ents is recorded only if declared b)"
tUn:.:: n~liewant c.olm!cp'mr before tile balance sheet date of the
CDJ!rD!I.(»ij;d1t ion.

Noll) accruals are It!li1de for fees f(Jl[' project eXaJJ1lination and
Cif))ilusilDrllumJ leadership. cmrmit!!llCnt fce:s and additiOfual/pcillJal .iill1lcn~:s;~

IUD trlL':Sg1\C'Ct of credi t/lmms granted by' the Corporation which are
r~:ce«)lfqJIcd :as j nCOll'lle wrhm rea Iised.



'i)i''t
.",., . ;/ H~('dA:ssets arc slated ,lll cost less ;'l<:culttulat,ed depreci'1dl. v«m.

t)j',"iI'U ~,( u:;» It Don is charged to incolulC appliyini~ the str~llighl I Ine Ini[l'll.h((~~J

~.ill]"'!! v"lhr tthc cos.t of the asset is 'Ulri U.cn off over its esltimull.cqj
$«" 1/ 1\" U'U~ nUri!:.

::;;;.uDffUS ;;md losses on ... sJliOlsal 0': Fixed b'\ssets are undmlcd m
ij aU"i~i!:"," iUlUTcn l JY•

':.\1i Ullue Gorporallion ac,quires (;iQlvcnn~lcnt s.ccuriUcs for sj>ecHaed
;"!!T ~:('1ds of time 011 the expi ry of t-fhich the original holders have the
<L~l'iI lHtiIU lo limy lhNi'I back all cOfltf"acted rales. SoOllte or the HeIlDs. so
i,!l« 11m U''!2'!! .md SOiIJJe' of the COI"p'DraUon"s own holdings arc solcli (0

,~~ '!R~iI s," ~Nitth the Coq\Ofation rela aning the option to bu)~ them) bacK
M Une tmd 01 sped [jed JH!rlods of ~ irz..e at cont ractcitl rates.

ijijn,caccounting t TeatLment ~u:iC(!nqjed to these tfansactim~s llJ',\091

'UJ !I~Hn~ Don, IS (onsIslenf, with BY.lllll'd~:lsC itllonJ sale of iDwestt11'Cn~ls.

~n n1 'iijt;Angh:
J. U9 un tlhc case or ilJUfChillS1CS,. t..:JvHsl1. the icga.l regDSl!. rall wn~

Itnaly ciOaltinue !to he DO itH¥e name of the selicII' to ~JhOH1J l!.h!t:
r,("LJtl{(;:.J inlen~Slt !may:,) DsiQl b'frh.Hlg. the se J,IeII' recogl!llj!f~S

.~m& ,(~dmj its the CorpiorllllthHJ to b't;' the true muJ absohHe
o...m:::r; "mid

Ku y» allY the case uf $ales~ ~.,;H~D 1st the Corporation Inily recogDbuZC'
aunJadrni It the purchaser Ito !boe the true cl!flil~ absolute o~mef ..
!the incon;e Imay continue to belong to the ICorporal ion.

2.9 ~lInlfcr{"sLfRelllufn e:JlrneJ is f«!c<OJ!&,nized (lU a time proporUon [rasis
la!l~ wig, JlOCQ;:mult of ltheprDfie i PIll! a (HJtl.51t.i:md i ng and th,e rates of
hHl"al(~sL!Rell.,l1un ,appl ic.aibJlc. except wh~~re recoverJ,~ is consildered

!Ltt(Jiiu1hl1.[llJIU lthe II1Co:we IS recognized on n~ceipt basis ..

,T'~J["'lk-up pa}7:able to Stale l¥;illnu9c ofi'akisltan on the amQUilllts
ul H U as:evlJ out of Ute I ines of ccedj t ptri!wjded under trefinance
;]rnimi,Ue:menlts b1J the bau'K is c.haJ'ced in the accounts on a th1'e

iC 11 Ib

P;'i9iJJn)niofll baSIs. lalking account ot ltiu~ principal OUlLstanding and illtu:
mink -!llip appl icable. ~ N

!ProfitlLoss on Profit and Loss Sharing (f"LSi d;eposits is
rCl(!(])ig1NuDZed cUf'rentl)~ on the ·basis Dr the applicable rate decJan:(iti
bu -,JlumuaUy, subsequent to each calendar balf ,rear,. for deposHs
hc8& during the respective half fcar ..

hKO~iJC frotm equitt)t iowestrroents is recorded mllt if d,ec lareu:ll liJ;)"

tD»::: I"f~ Bev~mt cOll?;p"my before the balam:e sheet date of the
wngl1.1)!f<llit ion.

lM.o ac.::ruals arc l1!lade fOT fees £01· project eX31llJilllaUOn i;1iJnaJI
(\Dji!lISortjum I eadersh i P:t cGmi tlltenlt fees; and ae.ld i t iOfta11/IN~!l'Da J lnll("n~:s;tt

in n:sgrc:ct of credit/loans granted bi· the Corporation ll-Ihid' 4!ire
rq;:[(QIlfd~d as incollf,e wlJiiCQ realised.



UilUi'" C~))i f-·Of" ~,Uil'm i ",sued I¥onm:hi; uv[ ~fs. iOO fllJ. II DOn: Ugb I gig D I!4's. Hl~O) t11lH nmlJ ;Ji11l!«~

U'~l/%(:t • U\I.m !trH« ~ UmoP ~.u;»rant~cd by the (;~<)V7erllli'lNmq. (lIt JF,~Ik. BslL ..m. GH nd «fig BRIdle-if ~:s,lti1i
Uii!J% U'\("U ~!lllmU'l:fl f'.)yahle sCii,mj-amm-ally. 'liu~ prum:j»JIilU US n:p'ili»"ablc' UI!b ~Hl11ip-5UVlm ;illtl. tl.111l~

{>XiPlUn, ·",U S!'L~v«'n years hO/fJ Uw dfJle (Jif issu.mnn~',

H: • !J 11 "';~.II U iC1mTcuu:e y Lo,'ms ..md ~;n;~Mu qs
,iI .~,Q;aC !J"ilIn~; of IP~.lId slt.m

»¥~" ~ hu,mcc (red ut s llf.llf hJi\C';~ nuy
~ a'br kalc~H IHlJ!ch DtlllCry

yi U"·or iOCiJJ I sa k \3i~;ild U1!SIt

'n(.r~rnaL founal 1t<i!:n~reu'S

!\ ~ ~» hDif C'):U'J!J'Irt

uUaPi'<t:Vf oOllcr UO(dl f sah:!
t;(JilUg: h:Hil LJ1I,m

19J1;q);

~~j~::'~~

£Dil.j'll' .3;;15
i ,,$;,1 g J 8:,5.':7 ,,~,1D)5

,~S I J SilJ;l. 5(0,0

UtJl(l;S,
N'U~tCIC:~:

D6,.III.fJ'q}«))
uj, ~ " ~96! • )(1)>91

~ "J73 t n'6.4156
Z~]i).OOJO ~ O(f)'Q)l

__ ~4 _

152 ;188.22'0
l89.863"S~1

241,IIJ,L149
291,oSS,9'!lO

UAJiJlOUS ~Dn1Jd (1[1{;iIHij ts

t efffflS 01£ f ~2J1rif: U\W!'1l
'..,->

U"!!i'(~ UJ2111J (l1]l[n:aKY
J ij U{{"pJi,"JlbJ c Dn

'('~nrelb('i

l( ~» ha It if! rna It D<Gil.) D Ilit:v.7\C lIOig'lltlL'alJ II

ASS;QJCDalllou. (r("<l.liu~

:( UiJ pAs natn bcvc Dopilnent gj)"U~,.

~"u rst LleJ!!!n
«i ~ 9 neN7JpC»fary O'venBr:ah'$ U h~Q: tlers

of credit negoti~tc~ b~

(oreng,n corresptoo<l.1!el11ltt. al(J1Iil1i~sli

(( !/;) ') lJ.tCglldl}'illiL>Be Dill Itenms of Iota n
OtJJl"'irenC)7

It ij» A'Su;alll [llefilclopu'nentt !E'.illVUlk ~

Second LI:OHlllll

1 qli» As i;an b~\7e IlopJnent ni.'1lnnU~

lhin] !.oan
Kli ni Hnfernatiooalw Vcve]Opil1f.'nl

b\ssociJal Ion Creai l. and
JnleroaliGnal I!-~n~~ for
Rc,construct ion "and
llleve lop,:ment. toean

~ [V; French Pn/ilocol Cred. Its

===-===.::=.:=:==-==-=:::-::.

8.1 n~caa Currency Lo~~s and Crcdils
((alP St,2!lt e Bank of tt'aGdstan:

i~efjnance Credjj lts for hH::iill I)' fabdcated rlli31chiIilCIfY:



quuughor olher' local sale:
11m Corporation has obtained lb(I'9J~<;:,fJJ lim:s ~». u~:p~~h(

lotalling Hs.l,80S dIli II a0111 ~1985: Rs. 1.9U5 Illlillhm,» (unml Uw' StLuh:
S~.Q.lk or p.,~d'Sr',I"' [.J" n:rill1Jnce (( sUJtphers cH:dill.s Inu Ole'
pn)curer~ent 01 local I, fabricated m~achinery and cI{IUlrllN'D~l; CJJUBl f,pH

\l.i;hh:h 4 0985: 2) Jines Ulitalljn~, Rs. I~W flU II Ion qP:Illf;~j;:Rs. «J~'

nul II ion) were fulJr rep-,tid li JI UiCccmbelr 31 J 1")18(1.

Long lerllTj loans:
The t'ioqllOrat ion has ~.I so taken LO.'l~ 'ferlll Loans 0'( n(s ..

355,000,000 (1985: Rs .. 205.000,(00) fro~. State Bank of raldstan.
'Uacse loans are guaranteed br the Government of Pak js;;:~m amJ are
repayable ~ilhin 10 )'ears :n equal half year})' instaBnlcult.s after a
grace period of lw'o years from. the date of disllJursclllena. "he
princilpal amount rep'ahl t(~ the Stale&nk of Pakistan 11.1 & I VccemUCf
31, 1'986 was Rs. 3,431 1 500.

i»crnand [JOan:
lite Corporation aDso has a dcr:~,alfld lioan (redj t I iUb~~ (()it t(s. SO

{mil lion (1985: Rs .. 50 lrua III ionJ frOt11J the Stale Uauk of i':;~!k ti SI!.~UlI
a~.:u II1St depas H Jf (iOwcrnm'ent'heasuo' UcposH ReCf~1 pits u.Jf Rs. So
!million (198'5: Its .. SS lUJilUon).,

i(~D» ,1'UUlsi il!!J Coro.rncrcial B.aln~~

lhc Corporation has ;aliso an arrafllg()~ment wHit ~lU'jl UfTh ((lmmen:jaB
U;mk,for accmnoodating its; cheques upto Rs .. 30 n~llijm~ QI~85: Rs. 9
mi I r ion) against Bearer Nalt iena) fund Bonds of the Coq:orat ion of
Rs. SO million (1985 ag,ahllst the Corporaltion~'5 depOSits ~.. Hh the
Bank) •

8.2 fo;,eugn CmTenC)t Loans and Credils
ta »' f.teV'tlrable in tCfllTiS of [oreig,n (,urrenq'

U; International v"velopm,cnt Association. C:redit:

"'he Corporation has utilised U.. S. dollars 29.491.9b2 \1985:
U.S. dollars 29,491,9(2) (llf a foreign currenqr line from the
International I1levelop'.1tent Association as the designee of the
Governttent of Pakistan ..

Under the tecras of the Subsidiary loan agreement Ibett-icen the
Government of Pakistan znd the Corporation, the loan is repayable
in Pakistan Rupee equiv31ent of the amount of foreign cUfTenq'
wi thdralot7l. lbe principal 3l:'OUnt repa id to the Q)\'ernnrcnt as per
the teT1liS of the agree~.-ent anounted to U.S~ dollars 2b.010,368
(1975: U.S. dollars 23 1 919.272) ..

lhepaysent of interest to the (;o\'ernmcnt of Pakistan is to be
made in equi valent Rupees as per the teras of the agrCCtlltCDlil,
expressed in foreign currency ..

[ii) Asian Developoent Bank, First Loan:



lhe Corporalioo has utll isc(J .a forei,gn currency line o( credelt
Qguar,:mtecd by the Go\1Crm~~((1l tt '1~.kistanJ frol!lJ the Ji\:$umu
i»e\'c1ol'tmcnt O.ank, which the ba;uk has lent in various cmrendc5
c11ui valent to U.S. dollars ,n .~08, 51l (I'9I~S: U.S. dQU,;)jf's
2j.808.512) at the rates pn:wahmt on the disbursement dah..s.

Under the tcrittS of the loan agreciJlenll betwoecn l!.h~ lttcan~ and the
Corporation, the: loan is repayable jn th~ f!specUve (\Ulrren~lcs
v..ilthdra\«-n from the loan account. lhe princIpal 311tiOtmll repaJd to
Ole bank in various clUI'rcncaes ",'as equjvallcnt to U.S. tttioll;.,cs
13.'583.'58·1 till Deccnber :H" 1986 0985: U.S. dollars 10.413.118P.

( u» Jls ian r;eve I 0J:Clent Baul~. Scccmd Loan:

lhe GovernirtJenl of Paki5~tan has re-h~t'1tt to the Corporation an
3\$ ian Dewelopmtent. Rank Loan of u.s. d,()Uar'S SO ~i II l{m U935: 0.$.
d,Dll;us 50 a-niHion (J985: U.S. dollars 50 l'ltiHionJ. ']hc am:\lJunt of
loan utiJised till Deccirnber 31. 1986 inchJlding letters of credit
negotiated before the ycar t1!nd pending disbursement b, the Asian
I.1lcveIop,,mcnt Ean.~ were equlv311ent to U..S. dollars .1S.29&.311
equivalent to Rs. 670.245.947 (1985: O.S. dollars 41.881.9bB
equiv,alent to Rs. 613,,6S-l.'5()i7) •

•he loan is repa)':able 1io4'i thin 15 years to the Go"'crument in
"akistan Rupees deterlroined at the foreign exchange rate prevailing
on t!le date of wHhdr3'kaJldisburscmenL lhe principal amouClt
repaid to the Govern~nt of Pakistan was Rs. 31,016.118 aiBI
December 31, 1986.

Ihe Government of ltakistan has Ie-lent to the Corporat ion an
As ian f]le\relopJ:ent Bank loan in various currencies cqui va Icnt to
U.S. Dollars 45 !lillion 0985: U.S. dolJar:s 45 ~i1lionJ.lhe

amount of loan utilised till ~ceabe,. 31~ :1986 including letters of
credit negotiq,led before the year end pending disbursem.ent by the
bank were equivalent to U.S. dollars 10.101,113 eQuiv3.lenlt to Rs.
165.112.371 U98S: U.S. dol1;ilf'S l,1I1,3721equivaient to Rs.
17,18-1,980).

The loan is Tep.3yable "1 thin 15 )'ears to the Gl>\;'crnment in
Pakistan Rupees determined alt the foreign .~xc.hange rate pre\'ailing
on the date of withdrawal/di$bursement.

o i iJ Internat iona1 Developaent ~)sociation Credi t}'
and International Bank fOl:- Reconstruction
and Developftent, Loan:

lhe Govern.cnt of Pakistan has re-lent to the G!')!~por3t.ion an
internal ional Uevelopc;cnt Association Credit and InternaU'fmal Il'ank
for Reconstruct ion and U:1vel(~~nt loan of an amount in warrh..w.l'Si



COI'rcnClcs c<luhahmt to u.s. dollars IS 111I, I J Ion t.'Uuj! W'I aB h»nherIclcmJ such mJditional am.'Ounls as Il".oy be allocated to lhe
wrrAlratlc:m in ten~s of the rcsfl'Ccl h1c ilgrcclttent. 'UK! 4»lJIJuml( (f)!loan utilised till (JiC'ce:mber 31.19'86 Including letters of cfed!Hncgot iated before the r'ear end p-endin,g disbufscrnentsWt1rc«Nluhvalent to U.S. dollilus 14,.310.)80 cqul\1ahmt to Rs. lelD ,IIJ.<l49(1985: U.S. dollars 9,.?':74,090 equi~altent to Rs. 151;138,119».

fhe loan is rep,ayable within 15 J,'ears to t!te Go~"eIUll1enll in
P~-ddstan Rupees delennJined at the fon~ilgn excn,ange rate prc.;atiUngon the date or ",HhdraW',alldisburseitltCnL

{lvJ fnmcll Protocol Credills::

Ihe Go,.,erm!:ent o(l~akjstan has ,nrlcnt to Um torfloral IOU
under the standard lefltr.s; issued 0," thf]~ V!>'V·crnment. a·rench ProlotoJCredits of french frauc(;:s U'.62'3.000 (1985: french rn .blJ.OOl1'nfor tlnanoffg cerlain sfJiCcHicJ}(oje..:ts. lite amount. of lo.mutilised U II Oececitver ),1. 1986 w\lsrrench ';rancs, 10,'7,.159.lc''!.J'equivalent to Rs.l92.6S5. 11.NO UIi»S5: frencbfrancs H);),,'9':n.'l«Hequivalent to Rs. 189.863.581).

-'hese credi ts are n~p13j·able w'j allin IS }l'ears to the ()o\'crnment
In Pakistan Rupees dtetefinJined ,le. the foreign exchange ra~e
prcva i I ing on the dale or wi tthdraw31 Id,1 slJursement.

[v fl International Bank for R~~CoflstrucUon and
L'eve lopment. Second LO:Jm:

loe GovenlDent has c~greed to 3 J lo<:ate/re-Icnd to' the
Corporatioo and other financial institutions. on a nrst come fi."slserved basis .. part of Uu;~ proceeds of am loternational lJant< forReconstruction and fllevchlp(!l'Cnt. Loan of amounts in van iouscurrencies equivalent to U..S. dolIars 14S In] 11 ion.

Ihe loan '-ili 11 be reJlIa}'ab!e over 1S; years to the w\"ernment ofPakistan in Pakistan Rupees delenuined at the foreign exdlange rateprevaiUngoo the date of witfuJrawal/disbufsc01cnL

(\7i) Asian DeYelopeoer.~ Bank .. fourth Loan:

lbe Gt:wermreut bas 3,greed to aHocate/re-lend to the
Corporation and other fimmcial institutions,. on a first cooe first
served basis,. part of Asian De\'cJopoent Dank Loan of Clll1!JJuntsinvarious currencies equi va:lent to U.S .. d1,Uars 50 lUll 11 ion and SUR46.4 llIillion respecti\1ely,.

lhe loan wi! J be rep~l1ablc oyer 15 years to the (iovermrenlt ofPakis t ~n in PaId stan Rupe(~s deterained ~It the forej gn eXdlange Talcprevailing on the date of withdraw'al/disburselllenL



~Il!.}j ~lthdr;Ht;11s "'cn~ n~iJ}(ffe [rOillJ this IO,JH as or Ilt>U'!J!ij'{i,:U Jb~ SYi1~~)l~

'I; UII UU{ :1 L\\iI~ uti Uus iUd» I"~mv I SION;$. • () IUiI,ns

11 :! ",'d s u~)J1 hH' gratuity
iii it"U,;uytllcnl 'S 'of loans HIe Ius i \'C of

~ 1;'U~vvc;d (:,hc{jm:$ under clc.ar,;mcie J
! ii'! "i(l~ DI.:mc{)us.

I :f~~Oi

t{UPC~~

·18. II St,~'n
83.08,1.893

Jf .I~' I .It)$
.~ 1. •.h~U • ! J9i

10. aSU, '\Ii, O]i!'a"U n Y,',L'J iS Am» om~ n Ni:G~:\H lLLW! t I UIH:.S
)if Jl'l.h';m(cs. 10)05 .,md ~febe\lll(Qn4~5 2.,,150.,152.7'25
9'f h"U<efS of -cH:rht j91t~)·()'«}.1'.M)J

lU ~;'ill;u,;mtccs USSlilCd )'6,9.lllJ.O~(,}

~ .rr), .1~.H}!,,39S.

if,(i)!'). 50S. ,,1SIBi
l; t €J .2-!:93, .,H6

II La • a~ U~ H!;m~'; s
On t wK"an,J caDi depos &t s
t'l]~ current ;Ji!(((mnts an,,J ~DB trans it

I'la jn:uwl

;")86
H~JJlce~f- .

i "m)llJ~SI3"Z5(!)

Jl9~019.501

ttl6,. S.~9

Hy,I:j',),

rh ~.r~.: {'~
'.16 , .1;j((Y';.~ , Stpj;

CJ,t).J6J.J73
Zrn •amY.

----._------~-------- ._-------~---

n . .? '\!t. ~)·~ccnrlbcr31. j'9J.~if) the aiRrGu.n~s of cheques referred to in ~w'(te L.5 totalnHtg
Hh. /7.022 •.).1& (l9B5: Hs. lS.'5JI.6S,O are included in cash \<leah b..mks on
l m n~Jl\l accounts.

12. 1 '~uLDled sharcs,/certi £kates fully p;zdd
;\it cost
4 j J Shares of joi!llt .slock co:i.t~p~!IIlies

~ ~l) Certificates ot State h~terprise

:'·~.JtuaI f-und
~ua» ~bdarba Certificates

tess: Pro\'ision for contingencies

22,93.3,080
6.000,,000

93,171,112
61'1,323

2l~'933.0BO

(p • {WO lorao

~mt':J10.IJl

If:i7J7,32'3

=========~======= ==========:~===:~

12.1 :r n» lois inciudes the G..H-puratiou"s in't'cstll!ent of Rs. Ii .(lJUI!)I.KHlJ\Q.I nCD ~ii3tU~.m~d

It\c\'clopru'C'nt Leasing Corporal. Ion LiiLmi ted.



1l:~JUjMm»~t~d Sh,lfCS

U,""!J • •t~n~ .. (,30
ij.,:;", : I'nntl s hm

\ 1.'olc 6 P

(oj h' JJi.1 hi
H,•• J8j' .«J30

for contingcnclc,~s



1986

201,666,S2cJ

7 ,on ,'976,244

13. (I i i j 'the CQrporation has entercd into w:olcleleaslfl& transac.uons through ih)

~5~atl cn the basis of an arrangcls-ent whereby tll\e agetlt is l'ctlui reu to pa)" a
n~,ed rate of return (net -of aU charges and e:xpensesJ on the dislmfsenents
-'. ~\t~t of repay~ents received; mdle by the Corporat ion in respect of such
il.iansact ions. lhe leasing ag.reelltents entered into bi" the agent on behalf of
l ~Ie Corporation have been treated bt the Corporal ion as final:ce leases.

t-I. lhe Corp.oration, upon instructions of the Q)..'ernmcnl of ~'~lrdstan, has
'tJ·;.:msferred the loan risk of principal arn.ount of Rs. 150 !!lit I ion to Ilankers
"qUI i ty Limited in respect of one of the pro jec1ts financed frotnl lhe French
"'s'o(.ocol Credit of french Francs 1l1 .. 5 E'}j( lion.. lhe total iO:Jn disbursed unt
(!il[ this credit upto L'lece~ber Jl, 1986 \.las frem:n francs i iZ.,i90,(HJ(iJ
«'\tluivalent to Rs .. 191)151.174 O~~B5: French fnmcs IllJ490,C'U{J c..qulv:alent to
IRs. 191,151.714) whlch has been treated as the asset of the OJI"g'lordll.ion 3Dlflll
~nUl riSk dtarges on the 3DOunt (JUlstanding an~ being accrued lhcH:~on

D~uJjifljU'rtionately ..



Ihe CQrprJfJ:ttion. after dUf:' inUII"lthm to the (ioVCllIlI1lCUt \'_U .'alfds;ttmll. llD,.h

hie deductions from rep,lYiltcnllS (in res,JJect of the (onn hC111l Il.h(;'

UiJnl""'rmltlonal UCVclo,lQCnt Associ,ation) to the IG.)\,crutllllml. to n~covef i!)I'fen~lU'lt"

!J~ht{jh14cnts and charges rclat in,g to loans {guaranteed bY' the ~;'[J"t':nVlll'l:U~ll.»

granted bf the Corporat ion to its conslIt,llJlcnts. 'Ihc ;,1111it,l4Imlts s,tall.!Cd lihU

'1jH': Balance Sheet under Advances. Loans .:md l>elhenluues amJl umJe:f n\!»Dri!J,'i,fDI11i~5.

H'f' net of these deductions.

M IIlece~ber 31, 1986 the rc\'Coveries of principal and charges Uuru1JJgh
.. !ud~ deductions 3e:Jounted to ns. '11"103,1-15..

b\Jring, HHJ·I. the Corporall ion. with the CtOnCl1Jfrem:e of lthlL" ltiQ~'Cn~lllCU1lt!. ('))[

15ttan (or arranging the issuance of speciaIP'arl1.ICJp3ltDOn 'h;rtw
'.':11" t if h:ates by one of its CiQnst Huents im fa\i~)r t')if the VJ!",'cu·w1\.~nll.. h~lld

u;:U JiUsitcd an amount of Rs. 3.11:0.000 aga just its, UJ,orco'i04'ings hom; U~'::

'I,,;;."cfuwenl on account of Inlern21Uonal Vlf1,.,eIOptl1ent ASSfJClal Ut::m treJu It.

16. IA:FJ),.,g ij,,~. Pi~H'An~:NIS. LJ!I;H:JtRUJJ cosas J\JtO
s'm.n Ha an.U:hABU::S

\'1. lJcccuflber 31
Lt"~s: J'rovisil)n (Ol' conlingcuu'cue~~

1986
~uIJee~~

3[1) 18~t.968
1~)I,;t,J58

1M», DHli.'971
J \!]I':; ,133

'¥leluded in the abo\1e ar,< diJferred costs of Rs. I.S:J9.4~j U935,: Rs.
~.-!J;.unj "dudl c()!l~i-Dri'Sc Qf Rs. '.558.bOO U9SI,s: Rs. 2J22:~,u,(!.HJ1» ~uct of
ff'a~:'rJiU!ffi recei\1ed~ relating to jS~llUance 01 H~ndSi of Rs. 2m; n1Jl~iion ~in lY8\R
R5. Hill) rnillionand 1983 Rs. HN) lliiiUictmJ whidlt is being amorn:cd over the
r'("f tod of the Bonds and Hs .. 1'IBHC~.~tS3 U985: Rs. 480,,8/33J relat lbtig Ito f{:esean:.h
jnd l»evclopment activities ~hidi fUiHl 00 ai!lort ized by 19~rl.

in 198}! the Corp'orat lun ent.ered juto a jo,iot veuture agrccmc"l!t w'Hh
e ie\'en other inst i lutions for the' coosl ruction of a cOIMtcrchd <:ouiiplex nam,ot;4B.
Hr'lnance and leade Center·~ at 'Iarachi. lhe pr{lijcct ~i II be tOwned b)' the
jc)int venture holders~proporUona,te to their contcihultions. 'lhc
VI)I"pOrat ion 's c~Hent &ioils CUlt at Rs. 61.28 !nil U ion 03\, of the tolal
joint venture cost) ap,p['o;tiltatelji. lhe full coGtmti tment am.ount of Rs.
{jl~l79.SS6 bas been advanced U985: Rs .. 58, 714 l 005j till lleccmJvcr 31,1980}.



P~. H ,\U)~,\, \U S
U

IL,mJU mad i~rc!ttJ j ses
iI tlUUlilU tun:, r-ixtures, Vquip1.ltCnl

.\Izu~B Veil ti c I cos

H~rCil1lU ses
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.lnd Vehicles

J9${)

!~lIE<CCS

(30.030,998J

f\<.m>
r~v'J~(~C~

J1.fJS5. tl.14

II 71 t 98 »J 61 5

'Ihe coslt of fixed ,\s.selts of the Pakistan Developml~nt n~mrdng InstH.ut~

.R \l.Jung of. the CorporationJ h,]s been shown net of the contdhut ions of
ill,;. 3,.355,136 09B5: Rs" 3,355.136) by the Pakistan Bantdn& wuucll and olhrr!!
tt un~;]nKuJil institutions.

Hncluded in the above is tlhe COrporation's contrHlution of ({s. 5,969,523
H!Jx."s'cdption e:-:p·enses Ms. 1~152.131 and other operating eXl1~nses Rs ..
~,,$n,3iji()J to~arJs Pakistan (iansuHancy Servi~ces' revcnue e;qlcndHure which
~ s; hmCl ioning as in indcp--cn&cn1t consultancy/research organ of the
r.~jrporation.

10. Prior year hgures hawe bec:mrearrangcd for the purposes of comparison
hJ,ere-ever neceSS3r)'.
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b'U tadM!C'ntt '11/

nOi\RJ) Of' DI RtelOUtS. ._---
t'hairm.an

~tlt 10na I Ikveloptnent Eimuu:e CorJ]or.al Don

~ddilional S~~cretary

a-~Inislry of I-inance t Q)vL of Palldsli.an

Addi tiona I S~H:retary

J!.Uiuuslry of fProduction,. GtwL orl}al\;.i5~~m

i!-flanaging tpi n:(ltor
iY;;ml~er$ II h.lui t}' I",jrmi led

~~allm;i)gingUirec t~);r

InwcstnN:ulI¢. COrJN>raUon of Pak lSllan

I:xccun i we ~j;i nee tor
StalteBmuJk of Paklslan
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JMtad~mlt~nea WB

Cha i [lTIGli!1 ~ t[h j ler !;:.:tccul i'te

~\f'llill AIHLJ.U:J1Ji MtiIUi!

~'1.:J~~&!ibR lllirector

tWnut. ~~Jt I [l.~ lOU 11

bc-cuti we Vi.ce Presidents

YOUSUf AL.I

Itaslit AID-W

fAROcq aitt\SSAJ1~

~~lJm!.'rif\!AD ASW·'

RASHID mlliD

:QJ\SSl\."t Mlt!4iHll

k~~Bjrc #UJUAn~ S.G. AnHf..iiS

~'D.a;U<f.l\\D Yoo\sUf HA.SM~ ~tllltJli;B;li:\)
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1.

3.
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1«;"'5;11 U:i'!"S!!uU [5 \Oil fireD tiIilJUODJir1'

/\3";) 'iiI .~ U'Si:Jl D

1{~'S!/. ~!liesil.Jl Bits of Viet 3 i I(>J
D~a-i() JjIC·:C lt Appr,,! i sa I

rreJlilJllinarYlppraiisal aSS~Ss,Il1~nl ~'}r

C<OllUfOflWi t.)1 ofh)~uli app! leat Ion li.4)

mliH:"spol ic)' and str(~tc8:lf and (!)IUtef'
fcasiibiJ Hy criteria

:at] £\ssessm.cnlt of J.)O(I"o9.lcrs
creditability and capability.

b» let wariables, to be e'ia]ualt(f;~J.

(J Assessnlcnt of technjca I, n mmc» a B,
ecooolUJic and lDar[1;el viability uf
the project. If needed as:sis~am:e

of outside censultant of J!es is
used for technical and lI1·arkel!.
,elialuat ion.

Prep1uation and eXleP-ition of the legal
tf'.:a:<Ullients

6.

7J.. Pn.~clUllrcwncnl of Machinery
bqUipmclit aud Services
Inchhling Civi.l COntrac.tors

8. lest »lesults of Pcocurelnient

9. Pre-nDisburseoont S:Uf'vcy

10.. '~Sest 1I~(c:sll.dll of Pre
«.Ii sbnuu'$«~n""ltmt Survey

a] Transfer for e:cecut ion
b] J\rrangectcnt of consortia funds j f

lrequired:t equilty financing a~J(!lI

under wei ting of publ ic issues.

Biddling:f bid evaJUiatioo and selecll ion
ot snppliers and contractors including
vetting of contracts~

ApprovelReject

GGnWf!Rts of other deptt .. for release of
funds

il'ipprowal for disbul'sc!lIteut
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13.

I. <4.

Itb.

,HOffa q,l 't~it /$iUi1'f~G ';11 se '!lro jecl
Ulltlg'!)HII'llHcDIIil.:a1t Don

,~~);.u» ~.'Jlj5Jurv(;rwj$e le;;.t
~lIund UIf M. ~ U(uns

'dCSlL ilK«~'SllJ! its of GorrrlpleUon
(Gli &'f\() j1eict

,1,nGifUU ltJllf./'Sug'bcrwLse g~rojccl

Du ({jiy>ie 0' jilt I(Q>JU

lest HC5ults of MQ>nitoringl
$'U(1)CD 'iii t'S I.on o( Peojec:ls in
Oper41t ion

. "

UUsburSClll,lcuot of funds Ito es·crll)~ ~<Cf.l:«llJ.mtt.

or (:lumIL

a» I1Jtisb1!Jrsclm~"t or (umJi, f(~f

ilJtinlJlclf1lCltlttaUtOn of the pr\DJjic«:L
b» ~'IDni lor jUlg alrtd sopent lS5QUU ~.hnung

BlJfoject ilt!!plu:meUIJlL~1it ion ..
(J Ueta j I cd 3SSless,m.cnt of CltPf rent muqti

(lot~.m U tal I pn)Jbh~ltt,'S ..
to Ulelai led dialjg,mJis.is of C:;]l!.l'5,11~5; ollUDlLll

correcUwc au:tilf.Hb ..

~1t3iUcd asscssm~~nl of proMcl1l($ ;'lln~«U

tlJll~j r recti fieat :ioo

aJ) ~lbnHor Isupetrvlse the pr{j'; jc<ca tiurib~g

op..eratJon
lvp ll\e:taHedt aSS:~;SSllleDlt of CU[.n:lblt amI

~tentiai pfoblcl1lls.
c.P Uelai led dja~~nosjs 01 causes OlI~~rJ

correcliwe actions.
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~ G~l. ~~\C.~lltbe~)!,~ ;98~

J'mmx ~iI

J\Had~llt'i!;SDlt ~!lO g

13l

U m:s q,'P~ 'L\\ ,".,,\~ UIt ! (lOiRt .st~') te BJITD~ of
p.d!lld S lJUU :( I) ililf ij u»lD UUD~ lDc,l'7l'am.!l w.i!ln»

Ul'cff uug·;m' Ui/ll\):! tl,U\C ij U Ul'f ~ HNlI Slale l\mJ(
iQlf 8')JlIk ti SIl?I!l1l lIU!IUtlU~~r -SiurJrB jeif nsll;;;(Q)/Dift

(riC~UU!l'Si( 1I1J'l~)HI'~ l1J.l

200

30

293

113

10,,052
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ri~,\'\(;L\L ,\SSLjiA\Ct .\t'r!~:-.\fi ;,y qCl(!l:\~,!) i~r.u[riRY

tU~ L\\~ i. ~; ..

II I~. ,! i. • , .."

(;al;'..('t~ It'l r'ld 1tM)

:H .000

~S'.SOO
.I~S.OOQ

zz-o.ooo
tOO.OOO

rIS.ClOO

,80.000

, ~ 96 i'$, tJO
lZ.ZCO
~,(..~S

17.400

j~S.OOO

8, \10,

l,t •(; 58
Z.n3

12.000

1'5.000

ZLf,n
';',t53

1i.~~8

17.000

j,()()()

84. >60
t. It':iA AAA
~ ,":# .\.JVI'

8~.O .000
:;'0.000

09.Z50
~O.OOO

NLOOO
~Z.SOO
.1 ~ ,1l()O
~.I,300

ZSLOOO
70.000

~.iOO

Z,OOO

1.100

7.065

25,000

11,05:1

:> i', 000
lOO,Sf>O >5l, 1)0t> ,5i~

s,ooo

p,ioa
f'lJ... L. t! .4
;:nJ. \1~'i

St,,9()~

19,9()·1
8. iQS
.1, S6J

ZH ,000
S.~OO

~O.900

1 j. -:",W

12·1,980

5.COO

10.863
22.652
j\'l.Z~O

Jl,.1:!t(,;

j.1 iO
Ak .,"0.,.,v .. "7

20. ~:4
6,':>08

Sj.j,$O

:!IO.OOO
13,76j

IJCl.94050.000

j~.706

25.21\(,
41 ,181
31.Z60
11 .57:>
15.1:00
1,100

52,975

11, SS5
27,000
Z5,OOO

11.410

lO~,9S0

10,110

:n8.SS4

,- .,- r1a~'!\n sIci3r.= = --;'"--.-.-···-.···.. ·-~'Ilbblt: ,St~H)r=====-~~·~~_~~-~-,-"--------

I I , I
I . r ~~I~lgn f llrl~FI lem ! ~n~iS I ~utty r~~~~~rK~I~n~8~~~~~r~C~I~~n=~~I~I~lr~n~a~~.e-=~r-'Fj&~'~~'-I~S~~!~pp~-I~r~~-~r~~I~~~,I~II-_Y~,~1-.~t·~~t~Z~r~t~I-·E"o~r~k~ln~s
, I Curnmcyl Loan I loan ! Ct("t,n I ~UPpgfU C;:~Pt~.H ICunencyl tOMl ! LCM ICrfJdHI~upr'H'tlR1'1H~J;;ce'l ~pn.u

t I LOM I I I I I LOQfi I to;:If) I I I I I I tot'ln.
I I I I I I, ,I "I I I I ,I I I
~SuWctlOf' (},UUU Z27'S"uti s().l()\)~ - . - tl,ZiJ' Jb.;65" • =. =;= .-. ~ = .....&_--
E.\Si\GY
Elect riel ty
(jo1i~

C~l

~~\UFACiURING
Ag:obued
5u&it r
OJ 1ry /}nd Poul try
Oil ~ V~~etable Ghee
O~he rs 25.000
Autcoobi 1<:
Cement
Cne::tlclll and
Fenil i:ers 8,1.160
Steel {lnd E."!girHHHinS 45 ,~S7

Textiles 209,455
fle~r & Coard ()6.:~5
OtflCn 1l.jS4
F~ALTH CARE 6.695
~!l~IM 13.;)60
iM.'\,SPCI\i
OTI::;RS

ar= •• == ..... .1It·n ....' •• • =.2111t'~=:t!II' .lIlrll:.,=,~-:r •• ~':IrC'Il:~2I:'t::-r.t:'lll' W 111: '=t., '!It' ~ s: 111:: ~ "'.T:~'='wur 1lI:1::~'l::T.'I:':'ll!:= , .. t::'lI!"""'~'lIl: '::::=ft-:t."''lI'lll:a ':II[ ~ .. ':If'" _,'3r;'" Ie •. 'll:: lII:'"IlI ~. 111: -::: 11: :lIl:.'IC ':lI:'."S: ': ... w ...

i9{Jl 91Z.2~Q >\2,)Z6 .\flS,96) 619.6tH 16Z.jS9 2,1\01\ • '.HI 61,,(l)\ ~ II t. '7-18 ",'oS , 2;\1) ).1>0 i ~~Q-:; I.Rt}\}.OOO
:rr-mt!r'====:.=' '= ,=,#. S 'Ill'. =. 'Cl:e lII':~'lte:=~'!:': ,. ~ ,~ ~ 1Ilr 11! "" !:II t:: t!:e"1!i'·""~'III:'I'l::':l" <:e ~ ~ '::: 'I!!:' ..,~ ~, -e- :r e ~ "" '= '~ 'll:; • ~e:'::t::'ll"-="''lI. ~":::'~."Il:=1lr= .. : 'lit t. 'iii: =' 1lII'1!: 11:. 'E 'J:' t .'!:l". 111: 'III: .. 1r; ... -=.' t 'lilt. T 111';". -W" r1#. ~ "1/; 11:, ',!IlI 'Ill'

;,f,}'C·~ \~ .. ('~;,~:_"':~ r,:t:. ~t',~:{"(,1 ,U~_ (1{;tJ)t.,\' ~.~V"~~.r. ("IrL~-: t;L~it C,:f;"~~'lllltf'l '~[iIl4';:'_ 11:J.)H<::t;\1 ;l~~'l~ L:iU,("(4. ~,:H::.,,· ~~:i~eu

>l.~)h~l \~>~ L~,;i.~ ~-l ·_~"".~t\': ~, "1\ ~ ~l !:'~.~~. ,0,1 h. ~ ~ (,i \ ; :j- ~·ti" ~ ;~ ~ ,\. ~f· i;o'- .,,~~



H:Jt\1 fiNANCIAL ASSISIM"CI; APNWVi:O DURING 1986

-Undt' -'WI'"i t ing and! Lqu ity Investment
-ProJcctwise Details

S. No. N;nJ(;: of Pro jcct

Fi~ iv" I i: Sl.CI Ul(

Uts • i 0 i'-h I I ion J
r"Uinder"ri dng I "Public Issues UIUIt}'"'
i r-bdarba I to be hn'estlTl,.ent
I Certificates! Underwritten---------_._--

) . K,ma I lnterpri ses l.td.
2. I':'ql\~ Q -crete I.. td,,,
3. t~. i\pricolc (Pvt) J td.
-I. {~~~n:'l Cassettes Ltd.
S. frontier Ceramics Ltd.
~. A',jcd lractors Ltd.
., t-e!(to Cement Ltd. t

8. I'me I"cuds Ltd.
9. el ,,'seen t Stee i & All i cd Products Ltd.
10. Amdl:Jlb Cement Industries Ltd.
II. Ibcm!Jin (Pvt) Ltd.
12. (;t'lc;ups (Pak) Ltd.
, L Si~,;md.. r Lnterprisc Llfl.
1·1. NJ l i una 1 Fructose Cornpan)' Ltd.
Il. A~:i:m Leasing Corporation Ltd.
16. Pi(Hlccr Cement L.lJ.
)7. ~u; Pak Ltd.
Ps. N1\FI.U (Pvt) Ltd.
I'J. N;ltlona I Develop-:nent Leasing Cor.,.'Onll ion S,000
20. Clst -~;-Link Products Ltd.
21. Uq;au ilreeding Farms
22. PI""Jp>osed Venture Capital Compan)'
23 • P<21~ 6hec
2,-1. Manno Salva Pak (Pvt) -Lid.
25. SlIaflm,'er Textile Mills Ltd.
26. lllirriand Ltd. lit

5,000

PUULIC SI:CrOR
1. iialuchistan ~\hecls Ltd.

* !:quit)' buy back agrccr;ent

LI00
Il.81~5

II t 573
S,10o

27,000
195,000

8,115
9,750

26,53(,
.22,500
25.000
0,536

2,600

377,851

I ,UJO
6.515
O,SOO

8,706

HJ,OOO
5,000

25,000
2,000
2,860

87,500

1,059
7,005
3,OOU

5,130
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lEK'! LCM. r\1'1'I;tl\'~.:,~) t;tm I :.\~ 1',,% a i)I;D,;L\~1 ',I ;,1 IILt\ i:, S

P1UVA7E St':i~i\ i:, tU q :"'." ; hj"1~ t, 1 ~ ~,': ;·h ,

~<f''''

j'm Jf7\; t

~'f1,:'
f'f'Q jt7'e t

b>-ilt

:",tr~;

rrv )t:~{

Ntw
f'foJe~t

BU.

~ew

fffl jl:'C t
~~

rt'O jt'C t
~t'\.l:

Pf{)JI:Ct

f>.O·:iO

"""

1.0;';

1.')00

L9J>..
21.000

~ • ~: M

4.670

:i,COO

1.700

(>,;'08

2~ .494

1,%0

&.cno

9.4508.10 mill ion
,LOS mdUcn

7,;)00 los/day

1ns l~lll a t i or; f.
oP"/;1ttullof
'l;)L,l,~n'~

50.000 tons/annum

240 '{uom,'ttl15 OVtH
3 ye~i ~

15,000 FHa

i) :inc vat lln~

a:n ,(;00 t,;q. t t
il):ift~ tliHftd Une

8,10,000 kg.
Iii) l\i~j..eLlehr(:1mt' 1int'

$~L6(}O !i.Q. t t.
1v) Hi;! rd t:Mome 1lne

Da.MO SQ.£t
l~.SOO food tracton'/

Financial selvices

Cotton synthetic ya m

Textile Assessories.
rubbe!" apron.
splnnin~ costs
i n~ tJ I I " t Ion () f
(.·II~.;;.aonlc :,'1\:;;:0'
~~~,:-m ~~~~f'Vc:.,;",n((·

5~5te~s to monitor
Intl\JSlcn Into h",n."s
anc houses in 50r.~
Ilr~:l5 vt ;\;.r.:lCfU.

I\'hi te l"~mcnt

K~ !"ilch 1
510J

Bub Assembl y/r.llanufactufc
Daluchistan of tractors
Dhaba j i )'a m
Sind
Kot ri
Sind
Lahore
Punjab
Lahore
Punjab
lIIooriabad
Sind

All led Tractors L.td

Annoor Textile ~Iills Ltd.

Al-Gha:i Tractors Ltd.

A.3b-e-f1ayat Ltd

ASIACO~ (Pvt) Ltd.

A.,wa r:ab Cement
Industries
Asian Leaslng
Corporation 1.td.

). Aycsha Spuming ~Ii Us
L.td.

t. Chi tat Rubber
Industries Ltd.

:. e:'lfiks (Paldsti1n) l.tc.

I eo -- r I ;- r III (; I pJ rFru:jll't;~==I"'-="""""'"======= -i;=';";-;,;;~~ I I

Sr.1 Name:: of I 1.0C;lt10l1 IProdlJeeJ or ~e;'VlctS IPlolX1'H~U iClitflrt1tv!CIII.ICIlC\'1 !i"II'lhl I!qU11 !l(dl";m'~l !it'e~~f""~

No.1 Project I IprovIded by pro)e<:t IC;jP;H~1 ty I Lf};111 I LthHl: I Loan I i I

! ,. . r e. .. c:es-S "1uc;ucs k00r1d60c1'~~~t~~i~:hi~iPf!l{'rlt-~.6tro=l'iana,,=,=,,=~,L,e_f:~:;r7"J-'-":=~ ..:0"'=""'=.'=.=,,=,:.==,~.-,~,==,=~===~,====",==,,",,",:'=~=
SU'ld ~Pf'J)o'tf'~";ltllHlm rIP)t'ct
Karllc:'1 COM t 'l'\JCtlcn • • >.:00
SInd
Quett~ Drilling of tube-j,,'clls
P..a 1uch 15 tlm
D.G. Khan Assembly/manufacture
f'Un)Jb of t rl'lctO~

All MetOlls Plating yak. (iu)ranwala E.lectroplatlng
(Pvc) Ltd. Punjab
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n.r..\~ Lt.l/\.\ A,'j'i\iJV/\L$ LliKl.\(; UH;:;> i'I,(,JLCt"iSL r,Ll\ILS

FR Xt,'/,,:E SEC:O~

t:{).,~ ~ ~ ~a;:r:;;~4:,j

\ i'h~i il."~ 1n ""~:,f:; tn"~

\r.-:,..

c~l.R

f\'lR

:-e~

B,\:R,

S-\:R

:.~ , ~'''( I

:,c....
i'ff'l )t"c

I"~) ,~ ....c' ~

:.e"
Pro ;eel.

!'lew
Pro)cct
Ccsca 1a t

t-.e'W

Project

Ke'ol
Pro )ect
l::x;,'>ans ~o

Pro Jt;: t
-~ -~~:c~'-

1.5010

1,9&9

Z.:>OO9.700

;J,;;O

o.l41

tv:; .;" ;,()

70 tcn~'ar.~u:n

;...;, ,;~ ... ~ .~,~;~ ~ ~o~,s

41 .809 tens lanllum

t't~r \~~,tV

.: -; .9 m lit res
i:"T mild and ).~O

In. 1ilres )'ORilllft

Z4 ,000 tons/annum

3. J·)O s tujc~ tt;

S4 lbs/cay

12,000 to~~/annum

ca:i~. rl~s

~bnufaClure of spiral
helded steel pipes

SuSar

Textile

Offic.e bui lJlng

$u,:O
Pcsr,<Iwa., l.~~T;r.i 1K and yoghu r t

~i,FP

MJnufacture of cold
dr.l\m and bnsht
steel ba r'S

Pashin !=lour
BJ 1uc:.h is tan
KsrJchi ?rov:dln~ ~cadcmic

Sind education
Kotri, Ya m
Sind
No~shera Textile
N\\FP
Karachi
Sind
K"Hac;hi t ~li1d houses for sale
Sind
Noo riabad
Sind
Faisalabad
Pl:njab
Le.ho re
?L:njab
r.ub, Pression
~'~\.l1 \J,C:·, ~ 5 ~~~,n

;;~;,\:~. ~\;S:...:~

S. Pu1"3

Punjab

~..osS~~l ?essio:l C~s~inQs
r • ,t. lor

'" '-rW<I

H"'~~":' S~:~~I)~ ~',l:1~ l.~,~:.

I:ilstle ::rtglncering L.td.

,;i:r o5c:-'oo1 (PI'i./ i..td.

i - - l~nn'::l;);j'i"'ifC,'JUcr$-I~=~>-~
I(~l~n J

r.1 l'\Olme of LOC<.1tIOn IProauced or SCr\'lces IProposed :Cllnl'ncYI(.urt'tl~C)·1
ktr..;Hio.S

:>.1 Project \prO\'lded by project ICaptlc1ty I I.o.m I lon.11l I

! Ibein finan~ed I I I I I I

• \.JSt-.· mY.. I'roGuct~ ManUl:3CT'Urc'of roller tl.az m rolu:r cn'.lln~"~ -'~~T;-:t;o-~),ljmr-

chain and dlO cast 0.5Z m brake shoes
items 0.24 m Ind.cators

0.12 m lever
3sscmblics
(LOo m levers
0.20 m crank cal'
cove rs annll;) 11 y
10,000 tons/annum

I. Chaman ~oller Flour ~l111s

7. :ofcot 1extile (Pvt) Ltd.

S. Colony Sarhad Textile
~Ii Us Ltd.

9. Commercial Union
Pakistan Ltd.

O. COilS t ilolction Company

1. Creseen t St.eel & All ied
P:,oducts L.td.

2. Crescent Sugar ~Iills ~

!)lsti llery Ltd.
:~. '::-.:udhry iexci le ~:ills

~~:d .,.... ,

:6. i;;;n o:'~'::lOci L.td.

, ... .
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PI(!VAiE SECTOR

lLi{~1 l(J,'.\ API'HOV,'tS I:UHli\G 191::h • PIWJtC1hlSI: liI>'!·'ll.S
(i')l1 t I fll WG

(H\lpCt'~ HI ,~llllVII)

~ew

Pro)fct
:.t''Ioi

Project
;\ew

Project
a.soo

~S.0I10

5,000

S.049

a,i, 160

SO.OOO U tres UIlT
mllidextend,lble
to 80,000 11tres)
i nd 1000 "gs diU lj'
butter/day

I:ub, c.mp~y h.nd gCl.!lllle
E.:d uc.1u St.,lM Col j)SU1e5
Hub Stee1 pUlnil~

B.llllchistan
Gu J rJnwa 1a Uln' ~1l K and d'l j ry
Pun)ab butter

3. K\:,.\ StaMless Stetll
Pump ~lanu£. l.td.

4. Haq Oat ries Ltd.

1. Pron tier CeraGllcs Ltd.

=n-=-'~·-·""·-'··.··-·'-~--·"'~-"r.~--,.=._._,.__.__.~"_._,= .•=.",., ••.",,••._.~'"."--, •.•_-,.,._,, •••.=.~,.,.·7-~·-_··"'·'-.·._--_._",,' ..
I I l'rlllClpJl prOOllCt.S, Ifon:l~:11 l[oed I IHI,lgc !SUpPIICI'$ I I b.port I, ,I

,r.1 Nolme of I Location 11'1·O\.luC~d or serViceS IProp<lt,cd ICurtcncyICulrcllq'll.o;H) ICIClllt Ic_Wl,y lI<dinJncel RClr.d!1I.sl

0.1 Pr"Jl!:ct I Iprovlded by project ICt.ipi.lclty I toan I LO.ill I I Loan J I I I
I I Ibclnct fioilnced I I I I I I I II

• hast l~es t EO"I te rj) r1 ses '~aliore~lO~- .. " ~:-"----=---"-7~--1'~ '&00='-- - • --=:---;;--' ~CW

Ltd. Punjab Project

~
• 1:.nem I.r.dust."leS Ltd. F:Hsalabad C10,th prOl;C,'SSlng .Hla 45,000 me, tlc~/day 49,,7~O -, l7,6:'i - ,- • ~e'"

PunJao Elnlshlng Project
• Env1crete Ltd. Kar3C':hi Falr faced, slag D.Z m blocks 6.000 S,9bO· • b.SiS· ~ew

i Sind concret.e block.s Project
C. Fecto Cement Ltd. S.:::njanl Portland cen:ent 2,000 tpd •• ZS .000 - • • :-.ew

F. Area Project
Pcsha\otar S.lnitary\~Jre·cum ~.OOO ton:» •• 8,70tl· 8.706 - N:W
NI'.F? ceranl1C &la:ed s.mlt,HY\<IJfe .Ifld Project

tlles 0.000 tons gla:cJ
tiles
1.2 f)j n ion
capsules
lS.800 pumps/ilIiCHIl:\

:. Gelcaps (Pak~stJn) Lta.

S. tl;i romain (?vt) !'.td. i\l':ushiJb
PUFijOlb

S)'s (el.)- bu i 1t hou$es 5.000 i)('lus,;S of
600 sq.ft eacn/annu~

;L~OO :'-e....
Pro Je:c ...

6. Hussain Chemicals l.td. I'\oonabad Alk)'d resins
Sind

7. Ine":a Ltd. ~nOiiabad Disposable diapers
Sind

S. :~l.;'i:i,~ 'r~~'l:il(~ ~al:;; !tiL )\(HI'i Ccnc'lll h\t;r.,h:d V.111I

S\ :~J

Zl.6 m/anrnlm

2.000 l.onS/annum

lJhf II,: 1... .};',,~ ~,)S

wns '4\ I rr ')\;tl~:r/

JfUiUQ

I'r~ Je-,;,

~w

Proj""t
l\e'il

Pro JI;C, t
(:'~lR

't'-'.~;'~

0.7:'\

l).;'O()

I .. -,. ~

"". •• ''''.,Jt

~.1 70

0,050

, .
~.>(JI),llC::' II,);;;

...-. .'-! .'. ~ "'...,: j.._'l~;~T ~:~~f\ ~;h,. ~H.~r)'

bulte.
\' .-,
~I. '"

SU1d
:". J. r~o.. ~ ~,~.;,
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Hit'! :.O·\,\ .\?i'~C\·>\i.S liuru ~.(: :.'IP.~I ' ;"~OJ:,Cf.\ l.<;r iJi~"; :,.';.

PI" VAj~ S,C':O"';
':0:'1 t I n~I':'11

;"urt~s an ~Illlh~)

n,\iR

Il,\t!;

B.'\R

~,.w

Project
New

ProJect
ttew

ProJcet
lI1ew

Pro JP(:t
:-'C-'.

.'lr'o l"'';.:,

:-''''100

"~)f'tt

~t'W

rr~:»f1oet

I\''\.~

Nt-w
ProJect '

fI,\~

~w

r f1Q )f:'C t

..

1.059

O. c>Z;'>

1,100

~.ooo

'~. ':'CO

8,000

S.:>90

IS.759

2,':'00

lZ,lZ6

J.IOO

15.~(JO

)1, ,60

1,000

) .6S,1

(".\56

5.000

0.200

) 1,-10;

to.ooo

~.~ ,610

'J • (J,j"

~5,9~S

2.000

2.560

!,90.1

t<'H"\!./annum

'" .
i ~;IJ [(.,.,,~;

\,.- ....
...' • ,~ : ~) t"':-- ~. ;: 0 ~ ~ f' ~ .

~o.ooo ton~/annum

55~.OOO ~al~on$1

.1 r,I1IJ~l

150 tonS /anmHll

,1,000 tons/annum

15.000

~.67Z m. b~6~ of
SO kg each/Jnnum
260.000 c~its/~~num

.1,01'1& cigarettes/
annum
l~,OOO tons/annum

(,;: ~:at t\);~

~f~I"'\.i ;,) i \
r:05;1l ~,,~. L

;;.\ ~ ::.. c ~ t 1.,.,.;".

Township project on
20 ac::res
I~ r i tin ~ / Pr i ntin ~ p.. pe f

Pol >'P;""\;'i'iene bass

Spring assemblies and
sp:-lng !~vcrs

Cq~'Het'.es

F~~,~ J':. ;,\ .
~a r::..:t11
Si:h~

51bi ,\sric:ultllrl'll 8yp:;um.
Baluchlst:ln (i~'v!l\lm rod:.,

1'1 ;\ :'\ t e r 0 i pll ri :'\
Falsalabad Yam
Punjab
Ha:a ra
M\fP
1\" rac.hi
Sind
1\3 :-acll1
Sind
Attock LPG £t II tnt! :md
Punj:1b distribution
Sibl. COllI
Sa luchi :it:m
~Hbi Coal
fmluchlstan
Ka rachl ~llsh rooOlS
Sind
1\<1 rach!
SInd
Lahore
Pun Jab
Ra....nlvindi n\llk 011 :;tori1j:;('
!'~;:'. ):l ~
>:l.:; nn

Life Line :"td.

~. Abdul Rehman 6 Co •

~bnno-salva Pakistan
(Pvc) Ltd.
Milyrr:ar Housln;: Services
l.td.
~leh" r Pa i'e rs ~li 11 s Ltd.

Kohinoor Industries Ltd.

:. ~lt:'r.~cob Co:r~)rJtion

\~~':'.) :-t~d.
~,l~ :, :"J :','; e; r'~ ~- :'. "~I \,J!~ ~r •. i t,· ~)

~ ;~'I:; :.- ~ \".
,'Y),,~,!.-:-. :);;,, ~()f,t!c: 4
~-i~~~: tIl \~'~:I t :-~,l

Landhl :n~i;'leering I~OfXS

Ltd.
5. La!~son T~:,ac:co Co. Ltd.

r:I ,'~ ~

..
::1~ •

51.

~8. Mr. Ahmed 6 Co. Ltd.

;0.

...
""

J9.

SO.

......

Jl. Kamal Enterprises Ltd.

I 1-"- I IhlnCl;~1iT""7io\,\j2£~- ",-- "'--=,'ro:cinn jttic~,IC=~nr~I~!IPPII'c:r~I-I1:xr';;;I! T--i
ISr.1 ~ame of I t.oClltlon IProdl:ced or sejVl .. " !l!r'oposed ICI:nenc::ylCiH'I"t'ncyll.o:4n lCU:\JH It,ql.,utr l!\etH1M\Cel i{t'IIl,J:~sl

1:-'0.1 ?rojec:t I Iprovlded by pr" "ct ICdi'~c:J t:· I Loan I Lo:m I I tOilO I I I i
I I I Ibe Ui~ !inane!. ; I . .. I .. ... ..1 '.' .1 I .' ;. II J
,W. K. l\ir1\:olel:td. h13r.lllMd H:.i'Oirm:;t;l:I:Y JII(j 'it>:ro "i'~;:;:Uo":n:lIn5-'-===:---~'-"r:-2Ij=-' • - -"':-'-O:"~oo---:-" ~.

F. Are:1 $upcr mar'"et from !';lteM !itQek Project
cuttlnR l,J40,OOO
plants from ~eeds

128,000 !q.£t. Brass
IS,OOO ton!'
~o,Ono tOil!!
1~ ,000 tcm~ ~HHl\l"11 '!

43. KOfiSh Industries Ltd.

..,.....
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i'~!'.)\::': SECTCiR

1l.:1{.\' l.eJ/\;' Al'jll\(jVALS \;lJiU:.G 1986 • f'I\OJl.:Cf\\ISr. 1Jt'.i\ILS
Con t lillII'd

(l!uPC'/'$ III in I ILIon)

e~tE

Il..'~

ll.\\E.

~el.:

Pro )""C t
I~';R

New
Pro)~ct

:-e...
ProJ~ct

~f'W

Prowct
b:pJtls,!(')['l

New
Project

:-ew
Pro)'!:'ct

New
ProJect

New
Project

f,."'tE

45.000

.,. f"t,rft

" .V"''''V

>•.;:no

:\.()OO

i .92~

7,:)00

4 ,864

4,200

100,000

8.1 i5

11. S7:\

.: ,COO

1.700

~.ooo

4.()OO

:l() , t)"'.( I

10.051

100.000

25,000

175.000

~O:1$ / a~~r.~~:!::;'0 1000

700 rooms

2000 tons/day
Project
12 million C-60
illlclio CJS';i(' ( tes:anllllm
·,0,000 tOilS· anr,t:m

4.Z00 tons/annum

~,OOO tons/annum

500 kg potato
chips/hr
5iO,000 Ibs/annum

Floll r

FlolJr

j:oLd

s,J~~ :

Grey portl<llld cement

,Hlclum
i'l::I ,1ilb

I) 1:;~'" br.d
F, ,\rca
San 1\,11 1
;\;n ),1n
~·:·*ia t t,.,'":
su:~

Ltd.

;\i:ll ~l;.:: (lour :':ilis :"1.<1.

:,:~r,l, •• l ;';:~l~t Clt.:.>

7. Pakistan Services Ltd.

\"f I\JJ:. i~'l~,uT' ~!i!ls

6. Pu re Foods Ltd.

I I' li'rlllclparrri·()\luci.5·--r-~"H)jel~nlLocriI """-071'"ijCI~jrpi iC'ls I I F\FO'at I I
r.1 ~ame of I Location IProcuced or SCfnces IProposed ICuncllcyICun<:'flC)'1 Loan \CreOH lE.qulCY Ikellnance-l Hemal'\(si
0.1 Project I Iprovided by project ICaP:'\Clty I LoJn I Lo.,n I I Loan I I I I

I I IbeinQ fin<:1nccd I I I I I I I I I
: ~~r.&hsa fnllt Juice Raracnl Frult"'Julce - • b,;2u 3.J'IiJ - -. - /1Cw

lndustries Ltd Sind Project
'. ;\ational Develop,':1ent Karachi Fin:mcial services - - - 50.000· 5.000 - r>ew

Leaslng Corporatiorl Sind ProJect
7. r\a:K.o tj)\/t,) Ltd. Karachi Bottling of pudflcd 20.4 m. litres 4.000 1.850 - • 2.860 - New

Sind water Project
Hub High fructose spup 25,000 tons/annum· - - - 10.000 - New
8<11uch i s tan Pro Jee t
Ka rac.h i Pol pe r 500 to,ls/.mnUr;t 7.61 t> - • o. :no . - l),\lf.
Sind
Karachi Cotton and blended ;) •.156 m. metres/ - - - 8,000
Sind fabric annum
liub Drinking/ice cream 60 m. cups anci
Baluchistan cups and then r lids 30 m. 1ids/annum

2. SCI.' York Polyclinic Lt,;, Karal"'hi Hospital/clinic 120 beds
Sind
L<lhore Precipi tJtcd calcium
?unjab ta rbona te
Hub Pota to ell i ps
Fool 1uch i stan
Faisalabad Yarn
Punjab
Hub ConfectionclY
Ualuchistan
Karachi Hotels
Sind
Khushab
Punjab
A.Kashmir Audio Cassettes

3. National Fructose Co.

5. Nishat Mills Ltd.

S. ~e""::lee Plastics (Pvt)
Ltd.

~. :\ia:ons Ltd.

~. Notional Printing &
?ackaglng Ltd.

j. ~aveen Industries (?vt)
Ltd.

1. t\ew .pOlk Ltd.

'~" S~-.,,~,":tJ;;~,,~:rl~.ll SIr;'~:1r ~,:~li~

,a. Pioneer Cement Ltd.

·9. ~rel Casset tcs

~~.
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PRIVATE SECTOR

TER~l :.OA~ APPRO\,,\{.5 l;\ji\ I:'.G 1966 - Pi\OJ!:CT\\ I Si: 0f.:11\ I LS
COil" i ni led

;Ru;.cocs ~ 1 ::lll:;on;

I
kema:1<.s I

I
I

to-f'W
Pro )"'t:; t

:--'fW
Project

:--ew
Project

};ew
Project

New
Pro )f'et

;"l"'Ioo'

rrn)f'ct

~ew

Pro Jec t
l\'\R

~ew

Project
New

Pro Ject

~ew

Pro ;ect

New
Project

:'cw
Project

MW
Project

8~1{

6.300

1.750

6.800

2.000

80;000

~.9ZS

• __,... __..-.--.., WI

','

6.$:>0

16.:.160

2.150

2.SS0

HI. 196

,2.713

111.()40

37.4114

50-56 ton:;/\ia)' Z.<J ;,1

I • i dO t ..lls lin t
5 ,,\00 tOilS hlJ II
8,800 tOllS cot tOll $l"~d

~.8V m kg/~"nUm 2:.~On

80.000 tons 13S .52d ~(') .146 - ~4.9aO

20,000 tons/annum
0.758 m. kg/annum - - - :\.856

2.662 - ~ ,573

3.000 tons/annum 16,995 - - 0.700

3.667 ffi. k~,ar.num 55.100 - . 5.000 -; .O6~

~.ROO t0n~ cotton . . - It ,.100

400 rcnpers
250 seed drills
150 disc ploughs
500 tyne
culth'ators And
tractors/annum.
2.41 m. kg/annum

180,000 tons/annum

3,343 m, kg/annum

20 tons ice/day
storage for 2S000 crates
7,500 tons/annum

,.1
uj.

~<,w~pFl:l t

Cot ten ya In

t~semc~t Par~ on
~atcr theme
e;lst iron foundr)' and
for~ings

Cot ~on )'a m

Cctton yam

Farm impleree~t~ and
components for
agriculture Iii:;~hincr)'

Ice and cold sto-r"gc

Ghee

Textile/cotton )'3m

Wi re, rods .an&l('):; I tub
and other steel
'products
Whi Ice cement
Oil well cement
Cotton yam

~;lioriabad

Sind
Khu~hnb

hJn)ab

Dadu
Sind
S.Pur3
Punjab
Lahore
Punjab
Lahore
Punjab
Kasur
Pu:1 j~b

j\, bJi.a 1j)u r Co t ton ~h"'d

1'1111 j.li> :iCCu () i 1

Nooriabad
Sind
~~re

Punjab

I:H:US t r ICS
~:~:ls L\:~

i (' r:~ i :: Cd I
l Pvt.; :~td,

Snow I,'hi te Cemen t, Ltd,

50:0 hater Park (Pvt)
i..td.
Special Irons &Steels
t"td.

~. Sayyed ~~chincry Ltd.

';. ~,unfl('i..'er Textile

I I /1'ffOC.1j)all'roiiikts I _. II'orClf,~n I Loc<11 I [,iiugc ISilpfHlcrs I -I t:\port i
.1 Name of I Location IProduced or services IPrO~;)SC1 ICurrencylCurrencyl 1,('1~m ICredit lI:qulty IRefinance I

1\0.1 Project I Iprovided by project lcapacity I Lo~n I LOiln I I Loan I I I
1 I 'being financed I I I I I I I I

J, $Jnghar Sugar Mills Ltd. s.anghar Sugar/rr.olasses z.000-5.000 ted - - ~ 75.000
Sind

Cialman ~ol:lan ~asur

';cxtUe ~lills Ltd. Punjab
:>ana International K<:irac.hi .
,Pvt) Ltd. Sind
yardar Oil Mills Ltd. D.G.Khan

Pun jab
Lahore
Punjab

, ,'.v.

32. Sohail Textile Mills Ltd,

£;),

n.

"''Ii. SikanC;e. Enterprises
Ltd.

';0. Sil'aj Steels Ltd.

..

.~ .

o
,- "'b •.., - 't l ' ""'e: Lt I',. • • n:t ~ t... .(;.' x •• C ,'f1. - ,,~ ,(.
...
,)Q" 111:11 ?r:p-:r Industries

, , I;<:., ~~\f.
. ,
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PIt: \';"T~ ScCl'OR

l cR.\j 1.01\;\ APPIWVALS CUR 1~G 1986 • I'ROJ t.CIh I SE I;(;T,\ I LS
Continucd

(Rllp('~s in milton J

1
i<e~rksl

I

;>lew
ProJect

l'\ew
ProJect

New87, S("·O

s,soo

9.;)03

2,SOO

St061

jO,OOO tons/annum

Financial Services

Poultry egS~ and feedKasur
Punj3b

Ven lure Capi tal
Company
Yasreb Poultry Farm &
Feed ~Iills

I T IPnnClp:.H 1'!'OClUCC5 I ll'orel~n I I.OC:J 1 I I"HI~~ l:>llrj!ll~rs I II:XpOn. I

Sr.1 ~3me of I Loc<stion IProduced or services IProposed ICurrcllc)' ICurrency I Loan ICredlt IEquHy IKe~ln.mcel
:\0. I Project • I Iprov i ded br pro jcc t ICJpaci ty I Lo;)n I LOM I I Lo;)n I I I

, I .,. Ibeing Ein3nced I I . 1-1 I I I I I·
;9. Onned ~hneral SlnJldl Coal 5,':)00 tOllsl:lnnum lLsO\)· - - - - i1elot'

Company (Pvt) Ltd. Baluchistan i"ro.lect
;·0. Uqab Breeding Farms Thatt,a, Breeding d,dry animals - - - 12,000 - - - ~w

Sind and a5socia ted da i ry Pro jec:
farming functions

Gujranwala Poultry feed
Punjab

~3.

..,
I ...

11. Umda Feeds Ltd.
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rcl\.'l LOAI-t ",'PHOVAI.1; t;tJiU: -(I UII6 • PROJCCTll IS!; nUt\ 165

PUBL LC $ECiOR lllup(;"~'; ~;1 lllllllon,
Ie

~\~

C\.\\R

11~:R

I
k~~r'.l.s I

I
I

Ne·;,j
Pr1) jee.t
~..

Pr~)eet

~~~.~'

rroJt"~t

~"'\,;

Pro Je-~ t

hransi"'n

~

Project

~

Pro j",<:t
~Ie...

Pr~Jt'et
Export
rennane~

~!Hr;H;U

,\IJa rr:ed
a~6lnH

Inti.
tenders

3.H8

Z.4S6

Z.Z7~

S .1~O

..

1.0$[,

t '7 ,400

8Z.SJ9

zs,ooo

~OO.OOO

L~,)R

/) .000

Q.,);~

o.~oo

I'; .000

1~.9al

~~~~- '\.)~,t~F.160.\:'00

2S.~ mmcfd
Z,dSO barrels/day
~9.0 tons/~~v

7Z.-1 ton5!(~JY

3.60{j tonsian",~m (i ,400
(additional capacity)
40,000 components
of Sl1:uk i Col rs
and pickups
40 mmcfd

100,000 tons/annum

SOmmeCd'

j?6.000 ,,'heels/
annum
90.000 ton,/~nnum

~1.Hinc tnHlspon,ltion

i\i;n \J nil Gil S
Crude oil
LPG
,~iJl j'h,"
St,cc.'l c i i. tf~t.S

Polyester Haple fibre

noilers

Tool dies molds

Travell ing cranes and
eng inee ring se fV ices
Rer-olllng mills

Tl'ac:tor~

Gas dehydrntion plant

i.;jho re
P\mjJb
I\a raehl
Sind

Ba luc:h i stan Na tu fa 1 (:;)$

At toc:~:

Punjau

I\araeM
Sind
S.Pura
Punj&b
.. I'"arac.u
Sind
Ka rae",!
Sind

II'rlllClp:il VrodlJ<:tS I ---;: liO?"C;gf'l rll!'i}~;ii .1 bn..!~c j:>UPNtars 1'- I ~;(PQrt I
Loe:1tion IProcuc:ell or :lIH'IItCl:S ll'ropo5/l'd l(;lJffeflc)'ICurrt",~crl L~t:ltl I CrcdH l£:quHY jRll'tlfi<ifiCt:1

I Ip:'Ovtd~ci by proJ!~ct ICap:H:1t)' I Loan I LOtln I I v,;'in' j I
I Ibc~a.)ina~d I I I. I ! I i .J
ro'lhOre yamllltl stc:rL1::.H10r1 2oo.OW cu.tt or 17,158 S.w:""
Punjab faclllti~!: Cor ftledlcal medlclll ;}nd

and ~gricu1tul':31 surg!c,}l products
products

Bela "heels
~luchlsto'ln ,
Hanra Phosphet"ic: CertlH:ef'
NWFP
TuHa
Punjl1b

11 )I\ohlnoor Chemical
Co. Bangladesh

U)~l1nhtry ~,f ~aU\~aY::i

S. ~\etropolitan Steel Corp.

6. Millat Trac:to\s Ltd.

9. OGOC Me Loti Gas
Development Project

10. OOi.c Ale Dakhni
Development Project

1:. j'lil~ iU~n i",HIOf1ill
Shlj:1plng Corpor~tioll

Ll. FEeD (Contl~ua~s CJ5ting)

8. Naya Oaul' ~btors (Pvc)
Ltd.

7. N#Hlonal Fibres Ltd.

2. !aluc:histan ~heels Ltd.

3 • Ha.:a ra Phos pha to
Fertill:cr I.td.

4. Heavy Mechgnic:al
, 'Complex Ltd.

UPi rkoh Gas Co

I
l· ... I N::lme of
IM.I ?rojec:t
I I
1. AI·tec:hnlquc CorporffiOit

Ot PaKistan
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?U:UC 51:.C10:\

TERN LO/\:-, M'PHOVA1.S IJURl:-.(j 198fJ • r'I(OJf.Ct\tlSI:. IJtlAH.S
.:ontinuf.!d

lkup~es in ~tll,onl

El.\tR

~

ProJec:t
8.7003,"08

12 .000

1,242

1000 tpd

40.000 liCres/dtiyIndu~tr131 alcohol

CemcntThat:a
Sind

'tha tta
Sind
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OUTLINE FOR TECHNICJ\L ASSiSTANCE WORKSCOPE

1. BACKGROUND

The Private Sector Power Project wi 11 provide the institution building
and general support required by the GOP in the imple~ltEntat~on of its private
power policy. This institution building and general support will require
long-term and short-term technical assistance for th.~ Private Power Cell (PPC)
of the Mini stry of Water and Power. the WAPDA Privat4~ Powr C~l1 (WPPC) of
WAPOA. Coal Hining Cell (CHC) of the tlinistry of Petroleum and Natural
Resources. Private Energy Division (PED) in NDFC and the Energy Wing (EW) of
the Planning Commission. This annex outlines the requirements for the
implementation of the Project.

II. CONTRACTOR QUAllFICATIOUS

The contractor will be selected using USAID·s competitive selection
procedures as described in the Procurement Plan of the Project Paper.. The
selected contractor is expected to be an internationallly recognized individual
finm or a joint venture which combines financial and technical management
consulting experience with special expertise in power" project development.
power system planning. training, pover system. financ:e and power system
engineering. The firm wi 11 provide a Chief of Party (COP), upto five
long-tenm resident advisors and a significant number of short-tenn consultants
for the respective services. As SUCh" the firm(s) must have a strong cadre of
support personnel to respond to the various project I1leeds as they develop.

ill. OUTlIUE OF TECHtnCAl SERVICES

The Contractor ~11 provide the necessary qualified personnel required
to support the PPC, the .,PPC. CMC. PEIlI and the EW dUI'ing the first f·ive years
of the Project. At this time. three long-term resident advisors are planned.
one for PPC and two for PED. On a specific GOP ~equest a long-ter.n resident
advisor shall be provided to WPPC. Similarly depending on the need of the
project. a long-tenD environmental adv'isor will also be brought on board. On
an as required basis. short;-tera consultants wi 11 also be reqUired to support
the GOP and USAIO during project implementation. Following are the scopes of
work for the respective advisors.

A. Private Power Policy/Planning Specialist for PPC:

The duration of this position will be 48 person mnths. The key
responsibility will be to assist the PPC in the review, appraisal and
evaluation of proposals and during negotiations of LOIs and lAs. To assist in
these activities, he/she ~ll identify specialized individuals and arrange to
acquire their services on an Mas needed- basis. He/she will also arrange
training of the PPC staff in the review of private sector proposals,
development of software that will be used for evaluat:ion and financial
analysis of private sector proposals, and in the use of export credits and
commercial financing. He/she ~11 identify, place and coordinate the training
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of individuals in U.S. institutions and industries directly or :hrough AID/W
contractors that specialize in placeDent of personnel froa developing
countries.

The incumbent wi 11 have an advanc,ed degree in po'Wler engineering and
preferably an MBA degree. He/she win have 'JO to 15 years of utility
experienc~ specially in the areas of utility planning and operations.
financial and economic analysis of power projects. developing power purchase
formulas t etc. Other responsibi H ties wi 11 include assi sting the PPC in :

Identifying private power projects which are consistent with the GOp·s
least cost expansion plan for- the national power system;
Carrying out economic analyses of subproject proposals and making
comparison$ of the costs of electric power from public sector and private
sector sources;
Revie~ing model PPAs de~eloped by WAPOA for purchasing power 'from the
private sector;
Oeveltping model LOIs and other documents for contracting between
WAPDA/GOP and private sector entities for the supply of power;
Developing proposal solicitation advertisements for private sector power;
Appraisal and evaluation of proposals;
Monitoring the compliance of private sector power suppliers to thp. PPAs;
lAs and LOIs during brlth construction and operation;
Disseminating info~.na.tion on power investment opportunities to the private
sector through semin,ars and pUbli,cations.
Coordinating &arranging for the out-ot-country training programs for PPC
personnel at U.S. utilities. institutions and power based industries.

The team leader will be responsible for coordination the activities and
work of all the team members and the preparation of work plans, schedules of
activities.

B. Power Engineer/Speciali st for WPPC:

lbe duration of this position will be 48 person months. The key
responsibility of this position is to assist the WPPC in reviewing.
negotiating and administering long-term PPAs. construction monitoring and,
later, coordinating the operation of pri'vately owned! power plants. The
incumbent wi 11 i denti fy and arrange to acqui re the services of specia1ized
individuals ~th expertise in power System planning, utility financing and
contracts managen-.ent fOT the fulfillment of these ta:sks. He/she will impart
continued training ~o the WPPC staff in the preparation of PPAs. He/she will
further identify, place and coordinate the training of these individuals in
U.S. institutions and industries directly or through! AID/W contractors which
specialize in placement of personnel from developing countries.

He/she ~ 11 have an advanced degree in engineering with extensive
experience in utility planning/operations. power plant management and in
developing power pricing/purchasing formulas. The incumbent will have many
years of experience in developing PPA~. Specific responsibilities shall
include:
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Assisting WPPC in defining technical criteria and terms for system
interconnections which will protect grid integrit.y;
Making recommendations to NPPC on pOker purchase contract terms to be
included in PPAs based on agreed upon tariff poll,ties, non-performance
penalties and capaci~ factorsj
Estimating the costs of infrastructure to connect proposed private power
stations with the national grid;
Supporting WPPC in negotiating and approving PPAs with private power
suppliers. based on LOIs issued by the PPC;
Certifying payments to private po~er operators based on measured delivery
of power and adherence to contract terms; and
Support WPPC in adjusting retai 1 t,Et.riffs consistent with the purchase of
pri vate power.

C. Utility Finance Specialist for PED:

The duration of this position will be 24 person months. The key
responsibilities will be to assist PED in the financi,!l appraisal of
subprojects and assessment of adequacy of financial plans. He/she will also
assist the PED in developing guideline:s and procedure.s for the financial
appraisal ~nd supervision of subprojects. In the fulfillment of these tasks,
the advisor will identify and arrange 'to acquire the services of specialized
individuals with expertise in financia') analysis, auditing, contracts
management and computer systems. Besides, -the adviso:r wi 11 impart necessary
training to 'the PED staff in the financial review and appraisal of capital
intensive energy projects on a continuous basis and through in-country
seminars to be arran~eG periodica11y• He/she wi 11 fu:rther i denti fy, place and
coordinate the traimng of these indiv'tduals in U.S. 'institutions and
industries directly or through specialized AIDIW cont'ractors. This training
wi 11 be in the areas of institutlonal 'finance service:s, development banlclng,
loan syndication, credit risk analysis. equity financte, bond issuance and
capital market development, etc. He/she will work closely with and provide
support and necessary assistance to the team that will study the viability of
developing PED into an autonomous financial institution.

The advisor will have an advanced degree in finance/accounting with
extensive experience in the banking sector and/or other similar financial
institutions handling utility business,. He/she ~ll have broad exposure to
such banking functions as credit risk analysis, loan :syndication, equity
financing and capital market development. Additional experience in the
finance, aUdit, contracting, accounting and administration functions relating
to utility industry is desirable. Specific responsib'ilities shall include
assisting the PEn in:

Appraising subprojects to determine economic viab'tlity and in assessing
the financial elements of proposals;
Review of legal documents such as PPAs and contracts for purchase of plant
and machi nery;
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Opening letters of Credit in local and foreign currency and arranging
foreign currency loans from supplier countries and the international
market;
Arranging loan syndication, loan restructuring) acquisition and merger
proposals;
Overseeing lease financing arrangements, joint ventures and venture
capital financing;
Preparation of formats to be submitted by sponsors as the basis for
release of funds and authorization aocuments for the release of funds;
Managing debt s~rvicing; and
Managing the overall private sector power portfolio and monitoring areas
of financial exposure.

D. Power Engineering Advisor for PED:

The duration of this position will be 48 person months. The key
responsibilities will be to assist PED in the technical appraisal of
slibprojects and supervi sion of subprojec.t implementat.ion. The advisor wi 11
also assist the PEO in developing guidelines ana proceaures for the technical
review, appraisal and supervision of subprojects in line with the
implementation schedules of these subprojects. Short,-term services of
specialized individuals in the areas of power technology, environmental
moni toring and construction monitoring wi 1) be acquired on an lias neeaed"
basis for this purpose. Since NDFC has a linnted experience in the
appraisal/monitoring of large, capital-intensive projects, the advisor will
dev~lop a comprehensive training progr.as for the PED staff to create in-house
expertise in the evaluation of these projects. The training will be through
in-eountry seminars/workshops to be held periodically and in U.S. institutions
and industries. The advisor will be responsible for the identification and
coordination of foreign training either directly or through specialized AID/W
training contractors.

The aavisor will have an aavanced degree in engineering with extensive
utili~ related experience. specially in power plant design/engineering, power
generation, construction planning and monitoring and environmental issues
r~lated to large power pl.~nts. Additionally, a few years of experience in
flnancial engineering of large power plants is desirable. Specific
responsibilities of the position shall inclUde assisting the PED in:

Appraisal of subprojects to determine the techni~al viability, and assess
the management, economic and marketing elements of proposals;
Review of legal documents such as PPAs and contracts for purchase of plant
and machinery and for acquisition lof technical services;
Monitoring the construction of power plants being financed to ensure that
all subprojects remain on schedule and within bUdget;
Finalizing project monitoring formats to be submitted by sponsors as the
basis for release of funds;
Monitoring subproject performance lonce prOduction has hegun;
Review of legal documents such as PPAs and contracts for purchase of plant
and machinery;
Monitoring the construction/operation of subproje,cts and preparing
quarterly progress reports, annual reports and SUbproject completion
reports.
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E. ENVIRONMENTAl ADVISOR

The duration of this position will be upto a maximum of 48 months. The
Advisor shall provide broad-ranging scientific, technical, and related
inputs required to design and implernent private sector power projects and
shall provide environmental expertise in support o:f these projects. In
addition, he will serve as an Advisor for all activities involving
environmental monitoring and environmental assessment stUdies.

In collaboration with other profess10nal staff, the Advisor will draft a
wide variety of technical" administl"ative, and pol'icy oriented basic
project documents and shall hold primary responsibility for providing
draft responses and for editing and overseeing the production and
distribution of ~itten project outputs lrthich fully and accurately reflect
the technical and policy positions of the Mission.

In addition, the Advisor shall assist in the review of interim and final
documents prepared by the consultants and others, to raise appropriate
technical and policy issues and to insure that all programatic elements of
contractor studies contonm to the needs, concerns, and policies of USAIO,
the Governments of Pakistan ana the United States, and other donors. The
Advisor will, among other things:

Advise on technical matters related to capital project and
environmental program and project planning, design, analysis,
implementation, and evaluation.

Perform critical review of interim reports, and review final repor'.s
to ascertain compliance with agreements reached in the course of
earlier reviews.

Render a professional jUdgement, orally or in writing, as to the
soundness of plans for environmental monitoring equipment
installation and operation, and environmental assessment. Monitor
the effectiveness wi th which ttlese programs al"e carried out, and
advise on the operating and maintenance practices, policies, and
procedures proposed by contractors and adopted by the GOP in
connection with environmental activities.

Provide technical input to environmental assessment contract
negotiations, and advise on the adequacy of environmental assessment
workplans submitted by contractors.

Identify and advise on significant and specific needs for research,
analyze and evaluate the results, and documents all findings.

Supervise the activities and monitor the performance of environmental
monitoring and environmental assessment contractors at remote field
locations.
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Provide reports, orally or in writing, on the progress of
environmental studies, including recommendations, as appropriate, for
modification of plans or for corrective action by the contractors to
conform to understandings and agreements.

Insure the production of comprehensive envirionmental assessment
~rkplans, and independently coordinate the 'efforts of environmental
monitoring and environmental assessment contractors.

Provide professional gUidance/training of GOP environmental and other
staff but not he limited to, an understanding of 22 CFR 216 as
applied to USAID funaed project activities.

F. CHIEF OF PARTY

The duration of this position wi1) be 48 person ~~nths. The key
responsibilities will be to assist the Resident Advisory Team related to
contract management activities. Q1ther responsibilities shall inc1uae
coordinating the need and making arrangements for short-tenm technical
assistance to be provided to the concerned GOP entities. The Chief of
Party (COP) will also be responsible for identify'lng and arranging the
services of qualified local staff for the PPC. ~ised on inputs from the
Resident Advisors, the COP will develop and coord'inate with the GOP a
comprehensive training program for the staff of PPC, PED, WPPC, CMC and
EW. The inCUmbent wilt be the sole USAID contact point for all
contractual and technical issues relating to the functioning of the
Resident Advisory Team. The COP will monitor the performances of the
resi dent advi sors and manage the budgetary mattel·s.

The COP will have an advanced degree in management or related fields with
sufficient exposure to utility/engineering businelises. The incumbent will
have had a number of years of experience of project management and
contract management in a supervisory role, preferi.bly in a third-~rld

country. Additional experience in the field of utili~ related finance,
audit and administrative functions is desirable. Specific
responsibilities of this position are:

Functions to articulate the p."oject and program management to USAIO
for the purpose of compliance with reporting requirements and to
obtain necessary authorizations for project operation.

Formulates, reviews and monitors project policies and procedures
essenti a1 to project managemerlt and pri vate lIti 1i ty operations.

Works with the USAIO Project Coordination and the Resident Advisors
to analyze problems that require special coor"dination internally and
externally in achieving the objectives.

Based on program needs, determines the project needs for scheduling
of activities. manning levels and financial analysis.
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Monitors information that facilitates site/home office coordination,
specially relating to short-term advisory se,~vices and overseas
training of GOP staff.

Interprets USAIO regulations to formulate project policies that
determine operational criteria for personnel administration,
financial accounting and support services.

Monitors performance evaluation of all long-tenm and short-term
expatriate and FSN personnel.

Reports to the consultant's home office(s) 011 all aspects of program
operation for the purpose of ()btaining operational policy
determinations.

IV. LEVEL OF EFFORT ESTIMATES

The level of effort estimated for the respective .~xpatriate technical
assistance described above is shown in Tables IV-I. These estimates are based
on current Mission experience in providing institutional building assistance
with the respective ~inistries involved. The Mission has two major projects
in these areas) namely Rural Electrification and Energy Planning and
Development. In the event that award of the contract is not possible in time
to support subproject review and appraisal efforts fOI'" subprojects currently
under consideration by the GOP, some of the short-term effort listed may be
used under IQes or other USAID direct contracting procedures.

V. SCOPE OF WORK FOR THE MISSION STAFF PROJECT COORDINATOR

A. BACKGROUND

The Water and Power Development Authority (WAPDA) AND Karachi Electric
Supply Corporation (KESC) own and operate the Pakistan power system.
WAPDA is an agency of the Government of Pakistan (GOP) and supplies
electricity to all of Pakistan, except the Karachi area which is served by
KESC. KESC is a limited stock company with the majority ownership held by
the GOP.

The WAPDA/KESC power system, depending heavily on the GOP for investment
capital, has become increasingly unable to meet the growing demand for
power. The most dramatic evidence of this is widespread load shedding,
which reached a peak of over 1,600 MW (estimated to be about 40-percent of
the connected load) in January 1986. In 1985. the Prime Minister directed
WAPDA to develop plans for eliminating load shedding and accelerating the
electrification of villages to aChieve electrification of 90-percent of
the country1s more than 45.000 Villages by 1990. The plans developed by
WAPDA call for generating capacity to be increased from 6,164 MW in 1986
to 10,174 MW in 1990 (an average increase of 1,000 MW per year). The
expansion of generation capacity is to be accompanied by energy loss
reduction and peak load management programs designed to constrain annual
peak demand growth in the same period to 10 percent. WAPDA plans offer
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fu 11 accomp11 shment of the Prime M~ ni ster' s Manda'te. However. the plans
require an average annual develo~~nt expenditure from 1986 through 1990
of 24 billion Rupees (U.S. $ 1.4 billion) increas'ing to a level of 47
bi 11ion Rupees (U.S. $ 2.8 bi llion:~ in the years :from 1991 through 1993 to
maintain necessary system growth. WAPDA and the GOP have a limited
potential for local resource mobilization. There is growing political
pressure and development imperatives to increase funding for education.
health and other social programs. It seems clear that WAPDA's plans are
not imp1ementable in the foreseeab)e future due to funding constraints.

Following extensive USAID Policy dialogue. in August 1985 the GOP approved
a policy staterr.ent regarding the involvement of the private sector in
power generation. Later that year~ a call for prc)posa1s for private
sector investments in power generation was developed with USAIO
assi stance. Many proposa15 and eXI)ressions of interest for several
thousand W,4 in new power generation capacity have been received.

The World Bank and other donor representatives ha"e been informed of these
actions and have provided valuable inputs and suggestions. Ultimately.
all donor agencies joined USAID in support of the private sector
approach. All the donors have agreed that the GOP's private sector power
initiative merits multi-donor support and that a ~oore specific and
detailed framework is needed. During a recent GOP/donor energy sector
meeting the \Jiorld Ban~. agreed to assume the lead donor agency role in
coordinating all donor agencies inputs.

USAID and other donors are expected to provide funding to the Energy
Development Fund (Fund) starting during the latte." half of the calendar
year 1988. USAID will finance the Technical Assistance requirements for
the specific institutions involved in the private sector energy
development process. This procurement of services provides for a
long-term advisor to assist the institutional si~~ of project
implementation &Monitoring_

B. SCOPE OF SERVICES

The Advisor shail provide the specific services reqUired to assist the
GOP institutions in their implementation of the USAID Private Sector Power
Project. This effort wi 11 inclUde extensive coorc:lination with the other
donors. inclUding World Bank. ADB. ODA and others. The Advisor ~ll

general1y advise USAID regarding the activities and performance of one or
more Technical Assistance consultancy firms requit·ed under the project.

1. Technical services

The services to be pr'ovided shall inclUde. but not be limited to:

A. Provide general advice to USAID regarding private secter project
institutional and financial issues that arise during
implementation.

,
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B. Monitor institutional development (inclueiing but not limited to
staffing. policy establishment. planning. training. financial
packaging (long and short term). activities within the National
Development Finance Corpo"ation (NOFe), PEO.the Ministry of
Water and Power, the Energy Wing of the Planning Conmission, the
Water and PO\ll1er Development Authority, and the Ministry of
Petroleum & Natural Resources Coal Hinin51 Cell.

C. Develop \l«)rkscopes, specifications and budgetary estimates for
studies, technical assistance, COOll'lOditiE~S and other
contracts/agreements required to implement the PSP Project.

O. Monitor financial aspects for non-Fund cclpitalization elements of
the USAIO PSP Project.

E. Prepare status reports (colimercial. technical J financial J

progress, etc.) required for PSP Project implementation.

F. Prepare (and/or monitor preparation) of (Ionor Status Reports as
required by each donor agency (such as ;'(.rld Bank, Asian
Development Bank, etc. J tel the PSW.

G. Meet wi th potential donors, to tne Fund to assi st in their
deci sion-mak'i ng process as related to financial participation in
the Fund.

H. Prepare plans for evaluation of the PSP Project after two years
of project implementation9 This will include: identification of
potential evaluation team participants. preparation of work
scopes for team medlers, preparat10h of inputs for project
evaluation as required. coordination of ,'eview meetings. and
review of the evaluation documentation developed by the
evaluation team.

I. Levelopment and monitoring progress on the PSP Project
Implementation Schedule.

J. Advise USAID on the financial. economic and technical viability
of PS Fund SUb-projects.

K. Monitor efforts required to evaluate alternative project
financial requirements for future USAIO funding (i.e. loan
guarantees, et~.).

L. Prepare (in cvoperation with USAID Mission staff) inputs or
complete documentation fOf' professional society qual1 ty papers
which reflect the PSP Project objectives and accomplishments.

M. Prepare inputs for USAID procurement waivers that are required
for project implementation (inclUding capitalization and
non-eapitalization elements of the project).

.)
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h. Preparation of Project documents (PIO/T. PIO/C. PIO/P) for the
USAID PSP Project implementation.

2. Technical Writing

The Advisor shall draft and edit technical components of project
documents and correspondence including. among others. project
development documents. core documents. and reports.

3. ~eetings

Prepare for ana represent. if necessary. th.~ Office of Energy and
EnvironMent in meeting with officials of AID/W. World Bank. Asian
Development Bank. GOP. and contractor personnel.

4. Field Inspection

~onauct periodic inspection visits to project sites for indepenaent
assessment of progress. accomplishments. problems. etc. Report on
important or significant findings and. where appropriate recommend
corrective action to be taken.

E&E:FMahmood:ab:tas
l720G(PC):3933g(OIS)
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ANNEX P

-: POW1:R PUROIASh AGRE£l.tENT OU1LINE

1.0 lntrodJction

'lhe PO\,er RJ rchase Agreement (PPA) sets forth the terms and
cOl1di tiofls whereby the private sector proposer sells electricity to
"'t\PO/\. lhis issues paper addresses the principle~ and key issues of both
standa rd and non-standa rd PPA. It makes recommendations and describes
other potential provisions that should be included in a PPA.

Issues

Following are the key issues to be addressed in this assessment:
o the type of PPAs most appropriate

Standard or non-standard agreement,s.
La rge pro jects 0 r small

o St mcw re of the pricing provisions
Single energy price or capacity and energy price
"hat pricing incentives

o a>w will performance be mea9J red and penal ties applied fo r
failu re to perform

Applicabili ty of previoosly developed methods
Are other approaches preferred

o hhat flexibility shoold It'APDA have to schedJle and dispatch
generation

o Bow will disPJtes be resolved
o Shoold rodel PPAs be drafted

Findings and Recommendations

The findings, conclusions and recommendations concerning the above
issues as discussed lIVre fully in this paper are:

o A simple, standard PPA should be develoJ:led for projects of 50
megawatts or smaller. It coold be used both for unsot ici ted
proposals and for bid reqJests.

o A more comprehensive, non-standard, negotiated PPA will be
needed for larger projects.

o lhe preferred pricing stlUcture is a two-part energy and
capacity price with higher price as incentives to enculrage
energy delivery dJ ring peak hal rs and critical mnths. lhe
single energy price previ.oosly developed is wt1<.able, l:ut more
difficult ~ apply.

o The comprehensive perfornraoce mea9J rement previously developed
is diffiwl t to apply in operation and is not recommended. A
simpler, easily applied approach l~lated to critical month
performance ,,"wId prodlce desired re9JI t~ and is recommended
for use to determine penal ties for failu re to perform under
non-s tanda rei agreements •
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o Small projects with the standard PPA should deliver all the
energy they can produce and W'APDA be required to take
delivery. Payment is recommended for firm capacity from small
projects only upon meeting certain criteria.,

o WAPDA should have complete scheduling and dispatch flexibility
for large projects.

o Ultimate resolution of disputes should be through
international arbitration procedures.

o In order to test the Willingness of the private sector to
develop small projects, a standard PPA should be prepared,
made available and proposals for specified and unspecified
projects invited.

o Further drafting of non-standard agreements is unnecessary at
this time. With the principles recommended in this paper and
other sources of information ,or assistance a non-standard PPA
can best be developed through actual negotiation.

lhe recommended non-standard PPA is designed for larger, ~igh

capacity factor projects where price and ~~her terms must be negotiated.
TIle recommended standard PPA is designed f·f small projects, has fixed
terms, except possibly price, and is used h· invite bids on prescribed
projects or to encourage unsolicited pro;p~ also

lhe key principles of each type are summarized below.

Non-standard PPA Standard PPA
SO mcga\\atts or larger Sma'l1er1than SO megawatts
Dispatchable by WAPDA \iAPM ll!W>t take deliver:y
Take or pay firm capacity Pay for energy at delivered Price -
related to project cost either fixed or bid
Incenti ve 2-part pricing structure Incentive 2-part pricing stp;cture
Pena 1ty for failure to perform in Pay for capaci ty only if furnished
critical months according to crite:ia
Terms negotiable Terms fixed (standard)

Development of this paper draws froull previous work on PPA' s as
follOl~S: . r

1.1 A draft FPA was prepared in February 1987 for USAID for the
proposed Hut. Chowki private sector electric power project. Some of the
key provisions in that draft were developed in response to certain
specified requirements. This paper addresses some of those provisions,
possible alternatives and provides recommendations.

1.2 Coopers and Lybrand, in the role of advisors to the I~orld

Bank, recently have produced for discussion purposes a draft PPA which
adopts some of principles in the f~b Cho\~i PPA draft or modifications to
that draft. The World Bank's advisors have offered many good suggestions
and have raised a number of important issues relating to the PPA.



2.0 !:.!c~mc~ItS of Power Purch,!::Je i\grecnrents

2.1 'TIle core of a PPi\ consists of the pricing proviStions, and
perron/mute requirements. It also sets forth various obligations of the
parties. necessary opera.t.. ing provisions, h~' disputes are resolved and
other ~alters as the pgrties require. It DaY incorporate and make part
of the PPA certain supplemental schedules, appendices or other separate
agreements that are operative in parallel with the PPA, and only so long
as the PPA is operative (such as an haplellltenlation agreement or fuel
supply agreement).

2.2 Because of the unique operational requirement, large size or
complex nature of some projects a separate negotiation and development of
specific provisions ""QuId be required. Such a project PPA would be
expected to contain take or pay provisions, dispatchability by the
Purchaser and more stringent plant perforllllance requirements.

2.3 PPA negotiations can be sheplified and the time required
significantly reduced with standard agreel!ll.lents. Standard prA's are
particularly appropriate where a number of relatively sm.all projects are
anticipated, and where the core elements can be simple and stIDldard. 1n
such a 1'1''\ the Purchaser would be required tiC) take all energy delivered
without dispatchability and ~~uld pay only when delivered. If the Seller
~an meet simple to administer perforll3J1ce re1Ciuirements for firm power. an
additional capacity payment ~~uld be made.

3.0 ISSUES, PRINCIPLbS AND PPA CONlENT

This paper will address the requircDent:s of the more c10mplex PPA
designed for larger projects and which would require negoti;ation of many
of the details. It also addresses,in parallel,provisions appropriate to
a Standard PPA for use with small projects. Smll projects for tile
purpose of this discussion Is SO megawatts or less. lbweveir GOP may find
smaller projects with unique technology that would require lspecial PPA
provis ions. Conversely, there may well be projects large! Ithan SO
mega\~atts that could be developed under the standard agreem.ent.

• t

lable I is a table of contents of a proposed PPA to be negotiated
for a large project. For reference the iteBS will be discussed in the
order they appear in this table. The approach adopted for this paper is
1) introduce or describe the provision or principle, 2) indicate
whether:.. it ,",'Ould be needed in the standard PPA as well as the
no.'l~standard PPA 3) if necessary describe the provision Olr principle
for both non-standard and standard PPA 4) if alternate approaches are
discussed, recommendations are provided. An actual PPA draft is not
prepared as part of this paper. The IlJb Chmfki draft and other PPA's are
available for reference to possible contract provisions.

In this paper the terms Seller and Purchaser are used in the general
sense. Seller is assumed to be any private sector proposer or
developer. Purcbaser refers to the purchasing utility, presumed to be
WArDA.
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rohiERPUROtASh AGRf:fu\1I:NT
WtPLE lAHLJ~ Of C0l'11El\1S

1. Introwcto ry stateatents
2. Definitions
3. lenn of Agreement
4. Seller's Facility
S. Testing
6. Completion and Ini tial Operation
7. Energy Delivery and Schedl1ling
s. Price for filergy
9. Price Adjlstmenl Related to Costs
10. Price RedJction Related tJo Performance
II • Payment and Bi 11 ing
II. Interconnection and COmmunication Facilities
13. Operation and Dispatch
14. Operating Commi ttee
IS. Maintenance
J6. Metering
17. Force Majane
18. Disp,J te Resolu tion
19. GJarantees. Warranties~ Indemtity and Liabil it)'
20. lng] ranee
21. Disclaimer
22. Assignment

3.1 IntrodJctory Statetrents
lhis' first article of the PPA identifies the contracting

pa rties and may state in the [om of "wheIeasu clauses steps the parties
have accomplished or intend to tak.e upon signing Ulle P?A. fewer clauses
h'Of Id be necessa ry for standa rd PPA.

3.2 Definitions
Defined tenus are provided for convenienlce and to be precise

witha.l t repetition in the contract "lOrding. Defined terms ale 1imited
only by the desires of the contlacting parties. Definitions loiCUld be
used in the standard PPA. ~

3.3 Term of the Agreement
Typically PPA's become binding when exeolted. Ibwever, the

operative provisions do not become effective until c)peration begins,
which date will be determined by actual events. lermination date of the
agreement should set forth a specific maber of years following the date
of initial operation both for non-standap~ o!Dd standard PPA ·s. lbe
opera ting 1 ife of the agreement woold be related to the repayment period
and to the expected 1ife of the physical facH i ties.



It Is recommended that a non-binding provision be included for
extension of the agreement. lhe procedJ les and thei r tilflling could be set
fo rth in order that any agreed upon extension cwld be determined well
before the expi ration of the agrecllent.

Another matter which should be given consideration in a
non-slanda rd PPA is the disposi tion of the generating fadl j ties upon
contl'3ct tetmination. GOP may desire an option to accpire the Seller's
racH i ties upon termination. If the parties agree to include such an
option, the procem res and timing and possibly some of the terms of
acql isHion should be set forth in order that if the opltion is exercised,
all the terms and condi tlons of a.ccp isi tion can be detc'fmined and aglced
prior to termination of the PPA. lhis option wwId not be included in
the standard PPA.

3.,' SeHer's facil hies
lhis article places an oblig~tion on the Seller to design,

construct, operate and maintain the necessary generating facil i tjes.
lite Seller and Ruchaser "wId agree in lsdvance upon mininum
specifications of the facilitie~ to be illlstalled. Seller WQjId not engage
contractors not identified in the proposal withoot consent of the
RJrchaser. The Seller is leqJhed to meet these specifications. lhe
fur-chaser mist be ghTen right of access Ito inspect facilities dJring
constmction and installation as well as all repd rs, t,eplacement or
maintenance activities following initial operation.

It it will be re«pired for the seller to provide a
construction phase performance oond.

3.5 )esting
. lbe PPA should describe the arrangements for testing of all

EacH i ties to Beet the TeqJirements of the specifications. ll1is
ptQvision woold not be .reqJiIed in the slandard PPA~ except for certain
interconnection facilities. lhe testing proc~[es should cover:

a) Interconnection facilities provided by the Seller
b) Each generating unit or set and its auJdliary components
c) The ent'ire station in operation

lhe Seller shculd be prohibited froID connecUng any set to the
fu rchaser's system until the IU rchaser gives approval through proper
notice to do so JU rsuant to satisfactory completion of inspections and
tests of certain interconnection faciliti.es and of pre-<:orUlection tests
of the sets.

lhe l\1 rchaser will be responsible for determining what tests
a Ie to be performed and the Seller responsible for detailing the spt~cific
test proced.n-es. lhe PPA should state the time limits, as necessary, for
exchange of infoIll1ation, developing lUles and procem res, commenting and
agreement of the parties. Adecpate notice provisions fOT dates of teosts
and oPJX>rtunities fOT appropriate personn.el to be present and to receive
and review test data shoold be provided.



Provision also shwld be D)3de for tilltely resolution of any
test disp.Jtes in order that re~dics be effected for any deficient
faeil Hies and that conforming [acHilles be approved for operation as
e:xpcdi tiOllsly as JX>ssible. It is recmllDCndcd that the Expert described
in 3~8.2 resolve such disputes.

3.6 Completion and Initial Oper~tion

Coff/pletion) or the date that operation COJlllenCeS, is when all
the operating tests are completed satisfactorily. It is the date uJlOn·
\til iell the opera tive provisions of the 'lpA become effetctive. It also
detelmines the termination date of the agreeaent. .

A ta rget or rCqJ i red date of completion shoold be included in
th(~ PI'" with a best effort on the part of the 5ellerlto meet the date.
lhc IC wi II be Sign i ficant incentive on the pa rt of th~~ seller to meet the
date because that is 'tnen payment begins for the SellE~r's fixed costs in
a non-stamJa td PI'A.

lhe standard PPA "wId not sllbject the fadii ty to the same
genera ling eq..liprnent tests reqJi red in the non-standard agreement. lhe
st;iuldard agreement \\WId simply plOvide that the facility deliver po\~er

continJOllsly at f.Jll rated capacity for, say, 12 hoors i>r altematively
at SO percent capacity factor for an entlle month, excluding designated
off peak hours. the latter test is reo~=mended for plnjects delivering
finn capacity. If fim capacity is; not being sold, only energy as
av:d fable. 00 test kQjld be needed, exc1ept for interco,nnection
he it i ties.

3.:7 &1ergy Deliver}' and SchedJlifo!&

3.7.1 Delivery
1lie"JX>int of deUvcIY of the energy PlJ rchase and sale

\~H1 be at the high vol tage side of the station step-up transformers.
lilis is very near k'here-the energy is best metered. SJch a point of
deJ Ivery also eliminates need to determine station uses under the
agreement. lbis means that generating <'.apacity determinations will be
nel capacity at delivery rather than gross capacity before dedJcting
station uses. lhe SeIIe~ retains title to and accepts all responsibility
fo r pol.'er on the g,enera ting side of the point of del ive'ry and the
RJ rchase r on the other side.o£ the JX)int of del ivery. The same provision
would be included in the standard PPA...

It l\OJld be appropriate for the agreelllent to state
expl ici tiy that all power not reqJ i red for station use or other
stipJIated uses shall be del ivered to the R1 rchaser and none del ivered to
any other party. lhe stipulated uses might include the associated
j:ldlstry in the case of cogeneration, a genelating plant commJni ty OT

other specified industry in the proximity of the plant~



3.7.2 SChedUling
Preliminary schedJli.ng of power delivery shall be 011 an

3ml11al basis for planning and htdgeting PJ rposes by both parties. lhe
proposed schedJle will be initiated by the lU rchaser for review by the
Seller soon enoogh before the year lrelglns for timel), exchange of
infonmtion and comments. Similarly the planned mintenance schedJIing
shall be in parallel with the preliminary delivery schedJ1c. with the
Seller specifying the amount of tiDe needed for planned lDaintenance for
each genera ling set and the preCe rred sCQJencing. ';Ihe R1 rchaser shall
have the right to specify the BOnths dlring the year when the planned
ma intenance may be schedJled.

In a systell with a s.ignificant amo..nnt of hyd~l 9.Jch as
'\'APIJA's. the preliminary anmal schedlling Bay benefit froRl a seasonal
updating or revision at 9Jdt tillle as the altQJnt of hydel generation for
that season can be forecast with better acw racy.. ~:uch seasonal schcdllc
revisions will be designed to fit the needs and pnu~tices of the
RJ relaser's system.

A mnthly schedJle of hoody delivery and spinning
reserve ICq.J i rements is provided by the Rl rchaser prior to the beginning
of each mnth. The I\J rchaser wiU have flexibiJ i ty to modify this
schedJle each day prior to the day of deliver;' becaJlse of unanticipated
load demands or availability of other generating resw rces ..

lhe seller will exercise best efforts to 9lpply the
hOll rly schedJ led energy del ivery and spinning reselV'e. Ibwever. in the
event of a forced outage or partial ol1tage the Seller prolEptly notifies
the IU rchaser and is relieved of the delivery obligaition to the extent of
the magnitude and d1ration of the outage.

lite .R.uchaser tak.es delivery of the energy as schedJled ..
except dJ ring emergency conditions on the systeRl. Upon notice. including
throJgh aJtomatic dispatch if provided, the III rchase'r immediately may
ledJce schedJled energy delivery dlrilRg emergency conditions or increase
delivery to the extent spinning reserve has been schedIled.

f.1iniDUlB t qJantities of energy schedJled for any month.
for six-mnth periods and for each year as provided in the IUb Chowki
draft are not recommended. .In the standard PPA Rnchaser accepts all
encIgy delivered by S~ller; t:lerefore schedJling provisions are not
reQJ i red. except for relief froB taking del ivery dJ ring certain
erne rgencies.
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3.8 Price for Energy

3.8.1 lhree methods a re recommended for establ ishing price for
PJ rchases of private sector power.

a. Avoided cost price
This is the comfllted cost of facH i ties not b.J it t

and energy not generated by WAPDA as a re~l t of the iprivate sector
project. lhis method is used for price in a standard PPA used to tes't
the rna Iket for private sector development of small indJstrial or
commercial cogeneration or renewable resou rce projects. lbe price WQjld
have tC\--J components. Payment is D!ade for the capacity component only if
fi 1m pO\~er is deJivered. lhe capacity price woold be derived flom the
cost of gas tu mines or other generating capacity detc~rmined by I~APDA.

Energy price would be derived from expected marginal c~nergy costs on
I\'APDA's system. the price vi th this IlDethod "wId be Xower than prices in
methods (b) and (el.

b. Bid Price
The price establ ished in response to a bid

invitation would be used either in a standard or non-standard PPA. '1his
method will be the IOOSt commonly used by l'iAPDA.

c. Com~rable Cost
lhis is a cost based approach to pricing related

to the cost to WAPDA of developing a comparable project. This method is
l70st applicabie to larger projects and unsolicited proposals, Lut cwld
he IJsed for any size. It is used to review and evaluatte proposals and to
detetmine what costs are appropdate in establishing the price. In this
rega rd it rust be appl ied with jJdgement in order to provide reasonable
incentive for Sellers to propose cmd wild plants.

3.8.2 What costs are induded in setting comparable cost price
lhis disQJssion applie,s only tD method (e) in 3.8.1.

lhe seller's estimated costs fom the basis for detennining pJ rchase
price. lhis includes both the costs associated with initial investment
and the cost anmally 9£ opera ting and IDa intaining the facH i ty• Ihese
estimated costs are reviewed by the 1\1 fiChaser using its estimated cost
for a comparable project. In making the comparison consideration IlUst be
given to any costs that a private sector developer \\WId have that WAPDA
does not have.

lhe initial investment cost used in price determination
is an expected cost det~rmined before the project proceeds. lhe seller
aSSlmes the risk. of meeting the bJdgeted costs. The elements of anmal
costs used to determine price shadd be separated into the following.
components:

(al Debt service and principal on the expecteG cost of
completing and testing the facility to lleet specifications.

..



(b) fuel used at an agreed upon heat rate. It shiAJld
be an cx~cted heat rate prior to construction and shoold include the
i terns (fisa.issed in section 3.8.6. lhe Seller wwld aS~rDe the risk of
meeting the agreed upon heat rate and 'kOOld receive the benefit if the
acmal heat rate is better.

An alternative approach, rot not prefencd WQJld
be to stiPJlate a heat rate, a small amount lower than expected for which
seller "Ul11d bear all the risk. The facilities WGUld be tested prior to
completed operation to determine actual heat rate. It could be agreed
that an actual heat rate better than that stipllated wwld be shared in
some propo rtion between Seller and RJ rchaser in determining the energy
price. lhis method "Ul11d be used only if the parti~s are unable to agree
on expected heat rate.

le) J.tmagement, general administlation and other
staffing for operating and maintaining the facilities.

(d) Spiue parts and replacements

(e) Insu rance

(f) Taxes and import dJ ties

(g) Rew rn on shareholder's eqJity

3.8.3 Pricing structure
1a riffs for pl rdJ3Se of b.Jlk power typically consist of

sepa I"a te pricing schedJles for capacity and for energy. lhe capacity
pricing schedJ les relate to fixed costs associated with the capaci ty
while the energy price incorporates the cost of fuel clOd other costs that
va Iy with the amount of energy delivery. lbis pricing stIUctu re is
recommended for both the standard and non-standard PPA. FOr any plOject
",nere fi rm power is not -delivered or p.nchased the capacity component
\\'00 Id not be appl icable.

A single energy pricing strucUl Ie was developed fOT the
H.1b tllowki draft agreeniedt at the req.Jest of GOP. The price structu re
developed for that dr.aft incorporated the elements of a Z-part rate into
the single rate. It provided for monthly payment of atlJ fixed costs of
o"'l1ership regardless of delivery in the mnth. It allowed economical
dtspatch of the generating plant by the Ruchaser. lhis pricing
stmctu re coold be used in the non-standard agreements. Its disadv2mtage
is that it may be mre diffiOJI t for di.spatchers to us.e. The single
energy pricing strocw re is described in the HJb O1owki draft. bi ther
pricing sttuctu re coold be used in PPA ':s which specify a target capaci ty
factor. lhe target capacity factor relates to performance incentives and
penalties. lhe pricing, structure is independent of capacity factor of
operation.
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3.8.4 Pricing Incentives
For.bOth the standard and non-standard PPA's it is

recommended that the energy pricing stlUCtu re be designed to provide
performance incentives for delivery wring the time roost important to
\\APlJA. This could be dJ ring peak hoo rs daily or dLl ring the cri tical
frOn ths when demands a re high and hydel capabil i ty is low.

For the WAPDA systE~m tJelivery is most important dJ ring
the critical mnths. A very simple pricing incentive wwld be a premium
rate on energy delivery above 60 percent capacity factor for some or all
of the mnths Jaruary thrwgh .lme. lhis incentivle coold be applied in
other months if the need for energy is high enoogh on WAPDA's system.
·'his incentive is easily applied to the "energY component of the 2-part
pricing struclU re recommended. tu t could also be d,esiglled into the
al temative single energy pricing stmctu reo

In the standa rd PPJ~ the capaci ty JP8yment \\00 1d be made
oni y if the Seller meets establ ished criteria. lh.~ Cl i teria recommended
is pef fonnance at a minilU. of 80 pe~rcent capacity factor d.J ring the
cd tical delivery lOOnths on W;\PUA's system. capac:ity payment would be
made for the following year only if the establ ished criteria are met.

3.8.5 Pre full-operation ~i~e
Before the station glns full operation a considerable

qJanti ty of energy cwld be prodJcedl in testing and operation of the
completed units prior to completion of the entire station. The price for
this pre tUll-operation energy should include all variable costs plus an
illc~ntive for the Seller to deliver discretionary energy that the
PJ rchaser finds economic to schewle.

3.8.6 Payment for other services
lhe Seller ~~ld desire payment for certain other

senrices which likely ~ld be performed in the COJiTse of normal
operation. Separate charges for these services depend upon whether the
Seller inru rs additional costs not anticipated Ot' covered in establishing
the base energy price. It is recommended that for convenience of pricing
and billing, these costs be estimated and reflected in the detennination
of price initially. . r

(a) Spinning reserve: lhere is a real cost of fuel
and added operation and maintenance in providing spinning reserve. lhis
cost could be captured in the initial base energy price throJgh the heat
ra te detemination. lhe agreed upon heat rate could be set at a level
that would anticipate an estimated allila1nt of spinning reserve.

(b) Reactive FoM~r: lhe ability to provide reactive
pOl~er \\WId be included in the e<p ipment specifications proVided by the
RJ rchaser and MU11d be included in the estimated const:mction costs. It
is recommended that the initial price reflect the extent to which
reactive power dJ ring operation is expected to inctease electrici ty
losses and decrease the maximm prodrctive capacity' of the generators.
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(e) Fre<pent s~~rts: lhere is a cost in shJtting down
and sta rting up units. Base 10a(J generation is not expected to have
f IcqJent sta rts. lhe cost of expected sta rts shooldl be included in
determining the initial base energy price.

3.9 Price AdjJstments Related to Cost
I t will be necessary to specify in the contract ""hich

components of the electric! ty price are 9.Jbject to adj.lstment and \-lhat
changed conditions ~ld merit adjJsting the price. For standard PPA's
the only price adjJstment would be in the energy price. lhe adjJstr~nt

coo 1d be indexed to an appropria te fuel price. Capac! ty payIllen t in
staflda nJ agreements generally a re fixed for the te~ of the agreement
wi tnw t adju s tment.

for non-standa rd PPA 's SODH~ elements of fix('1 costs
represented in the price will be adjusted as well as variable costs. lhe
following price adjustments for chang~~d conditions slhwld be considered.

(a) fuel costs wculd be indexed to traclk actual flleI prices
in the fuel p.1 rchase agreement. Since fuel is Slch a large component in
the electricity price, fUel costs should be adjJsted monthly.

(b) Inflation in Pakistan WOJld apply to labor costs and to
spa res and transport of any items di recUy related to the local economy.

(c) Taxation changes sbwld be caJse to adjJst the p.J rchase
price.

(d) foleign Exchange rate changes on interest and Jetu In on
eql ity will be addressed in the Implementation Agree~Dent withou t
provision for adj.rstment in the PPA.

Fornulae foc adjJstment of each component of pJ rchase price
for each of the items 9.Jbject to adjJstment woold be developed and
included in the PPA (or an attached schedJle). Appropriate indices or
parameters to be used in the fomulae will be specified in the agreement.

. ,
3.10 Price RedJction Related to Performance

lhe lecolUfended pricing provisions provide significant
incentives to the Seller fot" controlling costs, for efficient operation
and for ability to deliver energY dJring critical periods.

Since the standard PPA provides that the capacity component
will not be paid unless the performance criteria are met,no fUrther price
rcdJction in that agreement is recommended. lhe non-standard PPA is a
take or pay contract and the Rnchaser pays Dxmthly costs of o\vllership
regardless of avialability; therefore, it is appropriate to provide
penal ties for faHu re to perform at some reasonable level. The
performance s~andard should allocate eqIitably between the risks of
operation to seller and the desire for capacity to be~ available when
needed by the R1 rc.haser. The seller is responsible for the extent to
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lih ieh capaci ty is ava Hable and the flJ rchaser is responsible for the
extent to which the capaci ty is loa.ded in any hcu r. The appropriate
meaS] re of perfonnance by the Seller is the availabH i ty of generating
capacity, not its loading. tktforlUnately capacity <avaHabiI i ty is not a
me~ered qJantity. It can be measu red by meter only when schedJled energy
del Ivery plus scheillied spinning reserve is eqJal to full available
capacity or wh~n actual delivelY is less than the amwnt scheillled.

3.10.1 Perfolmance ~~aSUtement

An approach to performance measu rement \t'aS developed for
the Hlb Chowki draft PPA, in response to desi res expressed by GOP, which
meas.J red performance in daily peak haJ rs, peak mnths and the enti re
yea r. the method reQJ i red recording J>erfoun.ance meals.nement each hoci r
for the entiIe year.

It is described roore fiJIly in the IllIb Chowki draft.
I\h He the method is designed to provide a comprehens ive and true
measu rement of performance, it is wmbersome and 9Jbject to disp.aes or
manip.11ation dJring some conditions of schcdJling.

Coopers and Lybrand develop~d some possible al tematives
to the Hub Chowki approach, but these too had disadvantages. lhc methods
considered limited dispatch flexibility, werc QJmbersolne, 9.Ibject to
dislute or placed the Seller's retllrn on eqJity at risk of RJrchaser's
enelgy delivery scheillles.

It is extremely important that the I~thod of perfolmance
U;C",JSlJ rement be simple to administer by the plant and system operators of
the parties, that it not he restricthre of dispatching and that it be
de ri ved from verifiable mea9J red and recorded qJanti ties. To meet these
objectives a less comprehensive perfon:cance measu rement for the
non-standard PPA is lecommended.

3.10.2 Recommended Pedo rmalllce Measu rement
FOr the kAPDA system haying capacity available dlring

the cri tical mnths of the year is of primary concern.. Performance
penal ties tied to these vxmths "'mId be proxy for penal ties related to
peak daily and anmal performance. If the plant is unable to perform
dlring 3 to 6 critical months of the year, then its peak daily and annual
perfonnance also will be deficient. ltus penal ties clssociated only with
cri tical months meet IOOst of the performance objecthres of a more
comprehensive approach withwt all the disadvantages.

It is presumed that ttAPDA WQJld scheillie energy del ivery
at full plant capacity dJring mst of the hoors of the critical mnths.
Performance meas.ncment with such conditions is simply determined from
the Q.lanti ty of energy actually delivered dJ ring those hal TS. InasmJch
as capacity avajlability is paid for every month in the non-standard PPA~

the RJ rchaser shculd have the right to call on del ivery intelmi ttentl}· on
short noth:e7 if ilecessary~ only to meet peak loads. In moths "-'here
energy is not previoosly schedJled at :mll capacitY7 OT if Rlrchaser
wishes to change schedJle on Sholt notice, alternate criteria for



pcllOflliflancc are nceded. lhe ctiteria could be a reqliremcnt to deliver
on I(:asonable short-term notice a specified (umber of tilliCS dlring the
month.

lhe steps for rueasu tctnent of performance when schedJl iug
fiexibilit)t is not rCqlilcd are as follows:

1. for each of the designated critical IWnths, the
del ivery schedlle submi tted by fu rchaser to seller at least 30 d3YS prior
to the cd tical roonth is used to detCt1Dine the boo IS to measu re
re rfo rmance •

2. lhose hw rs in the sched.Jle in which full plant
capaci ty lless any planned maintenance previously sched.JledJ is schedlled
for delivery become the performance measu rement ha.ns. jiJ rchaser mJst
take delivery in those hoo IS except in the event of an emergency.

3. Performance is determined by dividing actual
measa red delivery dI ring performance 19l::a9J rement ooJrs by the full plant
capacity (less planned maintenance) dJring the same hoolS.

Any performance below 60 percent will be spbject
to r~nalty. lhe amount of the penalty could be scaled to its maXimJID at
40 pe rcent performance.

In critical mn'tlls \oIhen WAPTh\ desi res schedJIing
flexibility on short notice or does not desire to schcdl1e delivelY at
filll piant capacity, the following alternative method of performance
meaSllement will be used.

Ava ilab il i ty of the generating capaci ty will be
tested 4 times dJrins the month. Each test will consist of schedlling
the full plant capacIty (less planned maintenance) upon at least 12 hro rs
notice for 12 contiruous hoo rs of del hery. lhe minilD.IlD timr...; interval
be~h'een tests will be S' days. lhe capacity factor of operation dlring
those 48 1&00 rs becomes the performance meaSJ rement for the mnth.
Performance below 60 percent \oUlld be penalized as in the other method.

3.11 Payment and" Billing
"{he bill ing procedl res will be designed to track the PrICIng

plOV isions, the adjlstments .in prices and the redlctions in price related
to performance, including all SJpporting comjUtations eacb moth.
B!ll ing wi th standard PPA's will be simpler than with the non-standa rei.

3.11.1 Gomp!tation of bills
f.bnthly billing for the standard PPA lll1st include the

following data and computations:

(a) Fnergy del ivered each boo r of the mnth
(b) Corop.lt:"?f"'on ~f total energy payment
(c) Gomp. "l of capacity payment if Seller QJalities
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Energy del ivered each hou r of the IOOnth
CoIDJl.l tation of energy payment
CornJlltation mnthly capacity paymen"
ComPJtation performance penalty if the month
is a cri tical perfotlDance mnth
Computation of price adjUstments, if any.

i.
ii.
iii.
iv.

v.

(d) Comp.l tation of energy price adpstment, if any.
~bn~hly billing with the non-standard PPA includes the following data and
comp.. tations:

3.11.2 Notices
lhe PPA shoold specify the maxillUm wmber of days after

the lD)nth ends that the Seller shall ~bmit the billing comp.Jtations to
Rlrchaser. It \oIWld set a limit in lumber of days following receipt of
the bill that RJ rchaser bas to inform Seller of a billling error. lhe
method and place of payment and the dIe date will be clearly set forth.
A provision for penalty for late payment of I percent per month woold be
appropriate.

3.11.3 Letter of Credit
Ihe RJ rchaser should provide a self renewing letter of

credit eqJal to the cost of energy fOT one mnth's billing. The
PI rchaser \\QJld increase the value of the letter of credit to maintain an
amollnt at least equal to the cost of one month fixed cost and energy.
Payment \\OJld altomatically be made IUTsuant to the letter of credit if
Scller has not received payment from IUrchaseT within 60 days of the dIe
date. -

3.12 Interconnection and Gomgunication facilities
It will be necessary for tine parties to coordinate closely in

the planning, design and inspection of electrical interconnecting and
commlnication facilities. The facilities installed by Seller must be
compatible with and meet the RJrchaser's system needls. The reqlirements
for a standard PPA ,,"wId be siailar even thoogb the facilities may not be
as extensive. The standard PPA cwId be 9lppleaented by WAPDA with a
s tanda rds g.J ide to its interconnection and commmications reqJ i rements.

• r

3.12.1 Transmission and SWitchyard
The PPA ~ld reqJire RJrchaseT to design, construct,

maintain and operate the connecting t'ransmission, transformation and
S\ij tdJyard EacH ities. Ihe completion date woold be spe<..ifierl to provide
intelconnection for testing purposes. The Seller must have right of
access to the swi tchya rd to inspect and maintain any of its
interconnecting or comm.lDication facH i ties.

3.12.2 Protective Devices
Ihe RJ rdlaser shoold specify the electrical pro tee th'e

devices recpired on Seller's facilities. Ihe RJrchaser also sh{)tll~

specify how ~ch devices will be set, controlled, operated and 'ihen
tested for system protection d.J ring operation. Ihe RJ rchaser BUst have
right of access and inspection at all tirres wi th reasonable notice.



J\NNI.:.'< - v-------
Page IS of 18

3.l2.~ Comnunication Facilities
lhe PPA wi 11 set forth the operating data recp i red from

the Seller dJ ring operation and in what form that data will be mca9J red,
roonitored or recorded and by what means it will be comnunicated to the
R1 rchaser. lhe reqJ i rements for voice. data l ransmission, on-line
instruments and lItomatic controls wiU be clearly specified to meet the
opera ting and information needs of the RJ rchaser Cs system.

3.13 O~ration and Dis~tch

In the standard PPA since the RJ rchaser BUst take del iveries,
the only operating provisions needed ,,~:uld be for interruption of
del iveries in the event of an emergenq, on RJ rchaser's system, force
majwre or need to interrupt for repair or maintenane'e of ecpipment
affecting delivery. Rlrchaser will be recpired to restore delivery as
soon as possible, exercising prudence.

Additional provisions for the non-standard agreement include a
reQI i lcment that Sellcr perform according to best efflf)rts to meet
R1 rchase rs schedJle and for the facH i ties to respond to any demand
Hhether automatic or otherwise from RJrchaser. It ma:y be necessary to
define ~hat constitutes a recpest flom the dispatcher. Provision is also
made for seller to perform whatever interconnection fiilCil i ties or
generating eq.lipment inspections or tests may be necessary following
outages, replacement or repair. Forced wtage definition notices and
remedial mea9Jres associated with fOic(ld wtages are included. The
obliga tion of t;he Seller with respect to reactive powler and vol tage
control may be specified.

3.14 Operating Committee
. It is rcco&'Dended that an 0llerating commi ttee of the pa rties

be established for the non-standard PPA. It may not be necessary, but
should not be precluded, with the standard PPA.

lhe Committee \,UJ ld consist of three representatives 0 . each
J:?rty. Its pJrpose w.::uld include rot oot be limited to:

a. Forum- for coordination and general cOIDmJnication between
the parties.

b. Establ ish procedJ res that may be nec.~ssary to implement
provisions in the agreement.

c. Jointly investigate qJestions and pmblems that may
arise and develop fair and eQJitable solutions in efforts to avoid
dispJ tes.

d. Determine \oIt13t technical QJestions other than those
specified in the agreement will be refe~rred to an Expert and define 91ch
cpestions for submitting to an expert for resolution.
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3. I 5 1>\1 in tenallce
"the non-standa rd PPA wi II define planned maintenance and set

fo rth proceo) res.

1he standard agreement cooid set forth the season in l~hich

plallned maintenance is preferred when firm capacity is provided.Otheniise
this provision hwld not be needed.

In the non-standard agreement the distinction between
long-tenn and short-term maintenance ShOlld be made. Long-term or
plallncd maintenance for each generating unit is schcdJled every year
sevelal months before time. Short-teuD maintenance is that ,~hich can be
schedJled from only a day to less than one mnth ahead. Short-term
m·] illtenance is related to unforeseen cq.J ipment problems that rnJst be
giv~n attention before very many opelClting days. 8)' proViding
coo rdina tion of notices and schedll ing~ between the pa rties~ such
probl~ms can be removcd from the forcc~d wtage category to a short-term
schedlle prima rily for the beneH t of the Ruchaser.

For planned naintenance th(~ Seller furnishes RJrchasc.f a
pwpused schedJle eaLiy enwgh before the beginning lof the year for
rev iehl and response hom '''APM.

lhe SeHer specifies the OHler in which v,arioos units ot the
facil ity ale to be scbed.11ed. lbrchaser specifies the mnth in ,~hich

pl1nncd m3intenance is to be acconplishcd. f.tldification of sche(bies set
before the year are changed with mWcl1 agreement ..

Some agreements provide a 1. imi ting wmber of da}'s a yea r fo r
planned maintenance. Days not used in any year are aCQlnulated for the
occasional major overhalll that is fCQ-uired from time to time.

3.16 "~tering

t-letering provisions \tUllld be included in the standa rd I'>PA as
well as in the non-standard.

"~ters are provided" installed arnd maintained by the R1 rchaser and
provisions in the PPA should address the following items:

1. .. Thei r specific location and adjJstments for losses to
the point of interconnection is needed.

2. Right of access for all reasonable p.lIposes by the pa rty
on \illose facili ties the meters are installed to the other port)".

3. ~leters are to be sealed and the seals brok.en only for
testing, inspection and adjJstment and only \t'ben both parties have
reasonable notice to have representatives present.

... lhe freqJency of inspecting and testing.
S. "[he ac'3J racy tolerances to be al1owl~d.

6. Action reQ-l i red and procednes, includjr" !d 11 ing
adJlstments, if metels al~ foond to be deficient in clcrur ..cy.
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J\ [Ofce majeure provision is included in ooth the slt..mdoillJd and

non - s t. iJ mJa rd ag reeil'ren ts •

Lvents that a te covered lor not covered) by {()lce majeu Ie excusing
pe rro Illnance a re defined. NOtices in the event of :aI force majro Ie a Ie
specified an:l the actions rc<pil'cd of the non-performing part)". Remedies
o~ tJle aHectcd patty fo the effect.s of certain hacc majollc lnl:.l)" he
addressed.

3.18.1 Operating Coni tte~
for th(~ la '-,ger projects wHh negotiated contracts ~m

ope fa ling cornmi ttee 3S dcsedbcd inl.14 can be effective in mainta ining
gQOQ op,el3ting relationship between the partics andl in minimizing the
IIHl'Jber of dispJ tes that may rise aL'O'~e the administrative or opera! iog
i!:'~.rel. It is recommended that tbis Icoeittee be given broad enQ\\Jgh
dl Ues and po""er to investigate rnatt4Hs referred to it and lesolvc
'-iha teve r pmblerns it can.

3. L8 •Z I:x£e rt
CoOpelS and L)'orand SJggestcd the Illse of an "l:;x.pertftJ to

resolve certain disJUtes of a sttieH>, technical nature.

H: is lccomnendeJ that this SJggestion be adopted. An
1:xpert is a person appointed by agre{~aent of the pa rties l-lho is cpal jfied
b)' edu:at. iop or experienc.e to address and render.) decision on the maHer
··nder di5P.! teo the PPA \fooId set fOltth the pfocedue (or appointing an
I:xpe.rt, providing for appointment by an independent althority if the
parties are unable to reach agreeaent on the appointment thcmselvcs.

Matters hilich cO.lld appropriatel)' lbe referred to an
txpert w001d includc eQJipment testing, adeQJacyof planned maintenance
schedJ les and any matter that tbe oplf~rating commi tt~ee aglee is
apprupria te for the Expert.

• I

3.18.3 Arbitration
It is recommended that disJU tes which caonot be resolved

by the operating committee or an Expert, be referred to arbitration under
the JUles of the International Chacber of uur...:.."'elce. lhe pC!rties ",'!QUId
bave to set fOlth the proc.ednes and rules for arbitration.

3.19 GJarantecs, Ifananties~ Indell'iUity and Liclbility
lbis provision is contained-'in both the ~itflndaTd and

non-standard PPA. It sets forth the ~af'antees and w3rrantcies that each
party makes to the other and the limits of each party as indemnitor to
the other.



J •,20 Insu ranee
fm.:u ranee is a provIsIon for both types of D~P#\. fit sets forth

the gcncfq)l 1 iability in9.uancc reqJ hez'Cots of the SeHer. lite
cflubrseltJ:lcnts and evidence of insurance reqJ i red ale set forth.

J.il Disclaimer
Since" tooRHchaser uH I review certain ,»Iaos and dcsjgtrl and

insrlJ:ct cqJ j pment of the Seller, the nuchaser sltou] d discla iml
F-~sr(msjbility for the feasibility, reliability or Jler!ornl"mce of the
fad Ii ty SlJojcc,: to review.

3.22 Assignment
Both the st.anda rd and non-:standa rd PPA) includes a pmhibHion

:a~,ljlfist 'the assignment or disposi tion of any facH ity~ dlly under the
;)~H~emcnt or intelest wHhCt,Jt the cy.press consent of' the-other perty.
lii"ptOfHla(.c deCini tions and notice IC~:JJ i relt..cnts are pH')'Ilded.

3.23 O'.her
lhe pa rties iTla)' des) m to include other p'mvisions in the

ncm-standard PPA.

• •
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Econolnic Anarys;s:S"HllnilCl

The economic anJlysis for this ProjtCI Paper cnlnl)riscs
..,[fons I() look at the projc<C1 level amI national 'en:1 aspects
•.'If the private power project. l'he fumJ:'Jment;d assumption
u;mlerlying Ute economic analysis islhat privale gcncr:.tion
$Ilpplcments the public grid of WI\PDA/KESC, ·'Ite key issues in
ijiuc cwnomic 3n:1f)'sis include:

o Impacts of new supplies on the power supply/dcm:uul
balance.

o Imp:ticis or pI ;v,:Hc fN)WCf on the r~r:ln"t.\s of
- \VAP()t\
- Govc:umcnl of P.akist::m

o ImpJcts: of pli""3te power on the economic ","cll-
beine of P:tkisl3n includifll&

- GO«t
- -exlcrn:ul b31;)ncc
- fin~uu:i.)1 m~UkfC'l$

it.

P~atisl3n currently c:q.ericm:c:s Slt'~CIi1~ shoJlagrs of pOWl~r

.Bm ins pC3k demand periods or Ibe }'lc:Jr. These C;li>;u:iny sH10rlages
8l:n'c r:angcd up to 1600 MW annu:lHly• .In addilion 10
Diue c~1Pa~ity shmr:1gcs, Iht:'re arc cuncntly eleclric cncrgj'
shnrl:ar,('s of about 250 GWh armu:Jlly. about 1% of 101:11
~i.'n~r:w,i.m. ESlim31cs using both WArDA and suney (Bar;) imBtraGe
Ih:lI IG:h'shcdtling 3t I.Iis level costs P,;)kislan S50-Zm mimon
ammall;; in lost oUlpua and increased cosls.

Tia'C' 10131 volume of Ihe C;1p3cilyand tncrs}" sholt31~CS

dl'pcm:is on two major (:.,CIOrs:

o The Sialus of Ihe fcsen'oir:s b-ehind the T:ubi~JJ 3mJ
M:mgla dams, and

o The operability of Ihc S)'Sllem's thclmal lmils,
especially HIe gas; turbines.

In l!ie recent Ilasl. bolh WAltDA mnl KESC have relied
in~re3.Siilgly on op~ration of Ihe gas tlJlrbinc-s In meel bOllia pe:ek
~kmam_ls and jnt~rmcdi3led.;;:l:mds. These 83S turbine umits usc
illl~s:d 3.S the prim:uy fucl. As a result. WAPDA's consumpliO':m of
milJ..Hc distillates far exceeds ils use of Cucl oil. Oper:llion of
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l,)-:> turbines 3t the current level is; notm:lIly considered
c",,~,,'ssi\'e. Jlowever, without such use of thesc gas turbine units.
Ilh' n:uion would experience energy ShOrf:l~CS during inlcrmedi:ue
:hi,: h:lse rcrcmls in cxc~ss of I,()(l{) GWh :mnu:.aily. ;dmr.st 4% of
wa:.1 scncralion.

Without Nivate power. loadshcdding will crow throughoul Ihe
$t"'~nllh Pbn period. 01' 1992-93. nhc abst'nrc of pri'l.'3lc power
w·iil k;ld In:

o Lo:ulshcdding of up 10 2,O!!O MW 31 rcak. more th:ln
IJOO .\,~\V even with load! m:ln3~emcnJ and full
reservoirs.

o EleclricJI energy shor.ages during :::lfcrmcdiare
pcric,ds t~qniring contimlled rcli:mce on gas
;urhincs 10 generate Ihe ~;lIp(lly.

,"~~~,!i£ SrC'lor Jm~~tmt'nl Plans: The l.~l~ciDnc unoHici:lI
f'''':'' ~:Iion for Ille !lext Fi'1i'c \'car Pl:lo includes JJJC ~IoJW of
r,n;· ;,:~ pO\\'cr in rhe (MOl of the J1Jbibulbh Min~s coal pbnls,
tt :'b:.tW, :1nd rhe Xencl/NIOC phDIS. 120n MW. With l:OmpfClion of
,alt'" IInih ~md full implementation l[if the \\'ArDI\/ K ESC program.
[h,~ ,",tcm will still be shOll of peak c;)P3~;r)' by more th:m 800
\ar:~i rhe cn" of (he plan. ~rb" only fcasihic w'3y to re~!ucc rhe
J";1\ U _ ~lcd"ll\g is 10:

o R\'.Jucc .:C'm:md via cOfll'il'l\'arion :mtl fO::hJ
m31l;lgemCill.

() Man:lge rhe shedding of !n:ld mme dficlenl:ly IIt30
is Riai' C:l'S:C :H present.

u; rhe WAf"DA ::1I1(i KESC ilwcnnlcnt pbns ~ue only p:uti~Uy

imu·u,.:nenlcd. rl:cn (hc electricil}' suppHy Silu:rlion could
.i .... h'i;,U:lIC signific:lntly. At 65% jmrnl~m~n':llion(i.e. ~Iboul

i.5~ii :dW of nc'\' W.APDj\/KESC C3J1>acily). peak. capacily loadshcddii'g
,\:,in I.'::u:h 3500 MW on the srand~rd forecast :md 2800 MW even wilh
!,i,:hi ...:m::lgemcnf. MOte imporl,ml, energy shorl:lgcs :11 holh pe:lI<
.,;ui ~I..crmedjate pe.iqds will exceed rile cap:tbiJilics of Ihe
, \:':(,.'5 gas turbines. Without pri'/31le power energy shorlagcs
.~DUh U.each more th:m 10% of tolal generation by 1992··93.
\,,"iaB.. ,u[ 10:)(1 management, the tot:JI is expec.:leu (0 exccNJ 5.000
(;W;I Even with reduced load. the total cRerg)' not tlelivcred will
,'"cr", : J.50n GWh,

;". privale power program will reduce Ih~ severity of a
P:ifli:.i implcmcnlation of the public Sl~clor investment plans.
Sjl('~ifically. a progr~m that could be funded enlirely by' USAIO's
cpnlu i.mlions (0 (he PSW would reducl~ pe3k capacilY fO:ldshedding
.hm'l. ij..J about 3,~ MW by tile end of Ihe I":m, More imporl:mt,
tth~ ",u,'rgy shorl3~es WGuid be reduced by 10% willloUI :Io:ld
uu);m:u,TlUcnl and by more thall one Ihflrd wilh lo.1d lOan:lgemenl-.
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A larger scale program, the type envisioncJ Si\ccific3l1y by
the current efforls of lhe World llJnk and Energy Wing pbnners.
>vould fUrlher cut the impacls of 65% success in WA POA's
1,.vCSIUlu:-nl program. For peak demand:

o CapJciry shortages would (;111 10 2,200 MW withoul
load m:lOagcmcnl and r,600 MW wilh i:.

o Energy shorlagcs al b:IS\~. iIllICrmedi:Ile. and peak
periods would be fargely eliminated. Reliance
on gas turbines would fa'. sDgnificalllly.

T\[l('~ of nNldi,,~: From lhe standpoint of the natioll;:)'
~"':iOnomy the pri\'31~ POWCi program 113.$ fj\"c benefits:

o I~cducljons;n economic coslS of cap3ciry
ivuds.hedding (i.e.•lo.ad not met 31 PC:lJ.:).

o Reductions in COS.IS of meeting intermediate ~uHI

ba5Clo.1d dcm:mds from £3S turbines.

o fncrc3scd output of imluslri:1l1 and 3nd 3gri~ullura'

commodities 3S :1 rcsull of jniCre;)s~d poW'('r system
rcJi3bilif)' ::il inlC!mcdiale and base 10;11'5:.

o Mobilintion of addilional f(]ireign eliui'y
contributions 10 Ihe economy. and

G S.1vincs of fJreign exc":mge ~hfOugh increased
l·.-;~::jCl1c)' 3lud u:;c of domcs.r:ic rCSOUICl~S

,_. Ei:onomic Rates of Return

The nct bencfils to Pakistan come (wm Iwo sources. The
firsl is Ih~ oUlput bencfi( of addilional capJcily. The second
i, Ihe cOd-snings bcnefi. from reduced use f)f gas lurbines for
i,llamctliafe load. In this program lite cost-savings benefits
(lulwcigh Ihe OUlput benefits.

A Minimal InHslmC'nl l'roer3m: The smailesl progr:ma
envisioned, one Ih:lt C31i be funded enlifll~ly by USAIO's
cmllribulion 10 lite PSW. will result in nCI gains 10 the
cI.unlry's economy of at least $125 Millicm. If oil prices rise,
I~::'l.! ncr benefils to Pakistan risc as well. With oil 011

SJ5/b:urel. the savings to the coun~ry ov,cralf would excecdl $300
~jilliDn in present "':flue terms.
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J"n:t Stal~ Pr.Qsttams: Larger private power investment
pfOg':.Ill$ will imply using priY31e pow~!" for baselo3d capacity.
'.wo ,!;rfcrcnt progr:lms were invesrig:lIc-d. The (irsl cl[)mprised
mIl' b") MW b3Selo3d unil plus 220 MW of orhcr C;lP3city. The
),~'atlld is Ihe sl:tntl:lId IJJO MW scen:uil). Tile rcsulls for the
blgt : (:lIe programs indicare that the investments will:

o Achieve accl'(lI3ble tates of rerum provided
-Ifll~ bas:e!.xul units are credited wilh the full
value of the investment in c3padty (i.e.• tht'!y
3rc paill f\u 60% cap3ciry (acrors)

-conslrucriGn costs are kCflf at their predicted
k~b •

o Incre:ts.e the net we::dth of Pa~;,sI3n b)' upwards cf
S1...0 I\fillion. With rising oil pric..:s. net pfc~~ent

v.1lucs could (!,\cced $-100 Million lWeI 20 ye~)rs.

. ,I'br,· k' crc(ji, the p1:lnts with their full c3p:u;ihCS m:l)'
"c",tlil in b: r.e nCI losses 10 Pakisl:)n (dclails arc co(JjnrairH~d ."
U!;~ r .."mHy,.lic Issues r.lpcr), The 3nalJ'sj~ Ih;)1 was pCrfl()rmcd
: !a,H\',',f l~ul hrgc C3r-~131 inlensive fa\::ililics ;uc a pcM way 10
4•• ,·.;of Hi!':: mCtlbfC roads, This. is e5pc(~iJfJy twe for lhe
l >,,'il'''- ~'.I ~.':ll facilities.

u~ ,'1 •• :1, we r{punt! IIi:u the prop'l)scd invl"sllO('nt scenarios
~',mM :kl,t,VC Ihe following Economic R;)lcS d RC'lurn:

1 
2
3 
3*

370
830

1330
- 1200

l\H
HW
HU-I
H~-I

;f.ow
23
15

B
10

!!i~H
4«1,
2 10

1

}.;

17

* Xenel/UIDC only at 60% capacity f ~ctor.

A~ rill' investment size rises. 'he fi70nnmic rale of rerum
l·;jH~. -, i.is is due brgdy 10 (h,e displacement of the mosl(

.....'Sily l'(,momic inc{[iciern:ies by the first 830 MW of capacity.
.\{it:f %kH p,,;nl :lddition:tI electrical ener~n' will primarily
.;.:,,p1.h.Y k·:. efficient stc:tm plants. Indeed. the r:mge of
H',urns {Cir (!Ie Xencl/NIl>C investmenll is (ami should be) about
"'1.:111 W\PDA courd Ohl;Jin from similoir in\'cslmcnls in ()Iii-fired
,::tlplci; )',

t J. h;bcroeconomic Impacts

N,:!;:a~:ll l.flft'S: We found that :lI1I of the proposed
~"Wjl'Ct:<: iCOUhJ S:lve $30-60 Millinn 3nnll1311y in fuci hUPOIl'IS.

! inis cfl-""-ct comes just from Ihe increased efficicnC)' of using the
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hOj."W units to displace g:'J$ (urbines or les.$ cfficienl sIC3m units.
In overall lcrms. the s3\'ings in fuel unambiguously oUlweighed
Imports of capital equipment, 'he rcsulls for the invC$tmenl
~.ccn;H ios investigated were:

scenario

1 - 370 HW
2 - 830 lUI
3 -1330 Hli
3* -1200 HW

+ 80
-f 340
+ 500
t 400

»
)for oil at $15-20/bbl
)
}

rI1Jr.l('~fic::: Credie: I'res~ntly tbe Government of rakislan
finances most of its Annu31 Development Plan from forei~~n

~:':JfHsJJo3nsand domestic borrowings, Reg1rdlcss. none of these
pw&r:uns appears bq;c enough 10 cause crowding out probtems. In
;1;(' domestic credil m~ukeu" The '3rgcstt project, number 3. wiU
!.:'''luire Us 4.000 Million of domeslic financing over 3 years.
(hal figure represents just under 2~ of current gross domcsuic
wvcslmcnl during ilS construction period. In addition 10 Ill!"
~ m:JlI size relativc to the ovcr::dl economy. the nCI mflow of
hucign priv:lle eQuily should Incruse the fin:mti;)! resources
:,o.,lilablc in domeslic credil markers,

Olhcr M3crocconomic effects will hc~ simibrly slighl.
:,.,,,,-u1f:llly. Ihe domcstic constroelion indust.}, c::m henefil from
,'~posurc 10 ;mpfo"cd power planl conslruction lechnologic's lif..cly
~1I1 he ~rought in by the priv:lle devefopc:rs. The p/;\,4lle P(J"'U

; 'il;1lgrJms envisioned are unlikely 10 strain oomcs\l'c construction
~ :'AHHCt~5 or skill u:Ide,s"
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I1.C0NOMfC t\N'\'.VSIS HR)'0R.]:

i'"ilt is!;''Hl cmrently e:tpcricnccs scv'~rc loadshcdding during 5-1 months each
W';lJ I)vu illj~ the lasl I\\'ס yC:HS aboul I 1'l'l~rCCnl of the (pial I03d was shed.
('h',.,n 8',S::, "if;) morc than 5 percent of tOlal load was. shed annually, Doth
ri~m,"s w"lllIl1l have heel} hicher were it nof for Ihc extcnsivle usc of gas
h;P ,k <, h'; MI..'C! inlcrmccli:Hc IOJds (see St~cljons 3.2 ~n'd 4.1).

u" n",hKe M elimin3fC" IO:ld shedding. Wi\PO,\ :l0l' Ihe Government of P~b Ian
JL1" ~~!l)i'0'."J I() nC:lrl~' (Iouble Ihe currenl gcncr:Hion capacity by 1993. These

" !!,m1i"1 ;"nL,iriolls, do nM provide sufficient Cap:ldlY to eHminJlc
j,,:,,~ 'b"'I!dmi~ I~y the end of Ilie next Five Ycar PI;}>) (11)')2.-93). Mor~over. the
i'ib1,,~,"d C\;,;uw,ion of WArDA 's gencr:1tin!~ C:lIfK1C;:Y ffi:ly he diHicuJr to impPcnw ,I
"k,.1 1 ',II, I~Jul"..::i,11 :H1d org:\nll:llliolll:ol painas. (!If ,,'itW', (Sec the discussion of
":;;'J," ',uJ ~i,J1 urrJ "r:.Ifl1COI P:30S :md load shedding in Section 3.2:).

tl ",":D ki~ 3grccd willl the Gca·crnment of Pakislan to pursue private powe •
.11£.' .,j,;'!ph~ml·all 10 Ihe WArDA exp:msian pl:lns, In ::uldilion. the cooperation 01

anre' ",II L~ Itwt. J.lp.:m's OEeF, :hod other donors f;lises the m:clihood of priv:1lle
~;::,I': 'Iilh; f d ::rt iignific;mr conlr ibuttion 10 rhf.' ..'h\ PDA system

,J;:i~' {'~",',~mic :lO:llrsis in lhis Pwjrcci P.,pcr loob :II thc costs and
h:-r:. I', ["j i'.;~,i:,!:m of ll>rjv::lIIc po·...'er ~hidh slUpph'mufS Ihe IlubHc gener~lion

..-::q' 'I:! " I L~ ';:lSC o( ~'1i";lh~ Pfiwet repbtung public <.::tp;lciry is nor
,:,',r" 'j '".( ,!

J,;i~' H".p'''li .:ontains a disclDssion of bow l:lriffs rdale II> the ability and
wi~hiii",a't'ss of \\'APOA/K ESC :md the '\lfini~slry of W:lIer and Power to pay for
pu' _,h ;y ph» iUC'A.'d power. On the instilulional side, the :m:d1fsiS is performed
wills :,rpwl'li:IIC reference 10. the ongoing efforrs of WAPDA/KESC. USAID. ;m~li Ihe
l{uCIJ u.kCH i~'ic:Hi(lln Project contractors 10 improve the powell" distribution
SYSh'.:o in 'hl.' ('uUlury.

:UJ(,lruU:I:a:, II on fUlure I:uifrs is neccss:lrily spcculali·.,c. Consequently,
un»is ;",ullj,sis 11'i!JJ,;s :It the impJCIS of varying levels of tariffs on the 3bility
:hd \\ iliallg'Itt"';'; of WA POA to cnler inlo p011ver purchase agreements, In Ihis
h-C,J, ';, we .:~msidcr the extern:'" 3nd intcrnal forces thai influl~nce ~arjff

h'''!t'~ fnl ;-u.Uiritln. the an:ilysis co\'ers the key economic clements of the
pnbU" ,.",J pH",,,'r purcJI3se a~reemcnt. C3p3cily cos!s :Ul'! fuel Cli>sls.
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hi'l.liwlion:lIly. Ihe analysis is done as if 3 sep:U:lIc diSlribulion culily
\\'N~" 1'lUch:lsing pONer from WAPDA/KESC Generalinn and Transmission. I li» means
Ihal we s,hJII assume Ihal lhe dislribulion syslem will be 3bfc 10 carry
wl':lI..:-.:'cr is produced f,om Ihe public syslcm or from pri"':Jlc sources. MorCOH"~

weei;.f lariff issues in lhe dislribulion side - C.g.• low r:tlCS for rural
hom.·:,olds. special Iubcwcll r:Hcs - will nol concern Ihe :tnalysis. 1\11 rhal
m:Jlh",S is 1h:1l Ihe average kWh l:triff meers; rhe inlernal ilnd exCel nJf
fin;m;.;i:ll rcquiremenls.

i.J 0, cr:tli Ecouomic Issu('s (0 be Addre,sstd

I he bCflcfils and COSIS of privale power 10 raJ;is.lan will be add,c,sscu with
,esp,;.'1 10 110 :(~e main cr iter i:l:

II Reduced loadshcdding.

n AUf:lClivcncss of priv;.lIC power vis-a-vis Olher
invC'l.lmCnls. and

h ~l:JchH.'conomic impJCIS - c.g.• bJbn,,:e of P:l)'lHt'fiIS.

OVN311 govcrnMe,H 1"lldecl. :md !ocelOlfJI Jllo<:.-uion
of Gcwcrnmenl of P.;'~J.;iSI:ln rcs.ou!ces.
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Ilfl II,is ~cc\ion we discuss tht secn:uios of possible priv:lIe secror power
(k... ,'I;.pmC'n( during Ihe pcricd of rhe Sevenlh Five Yc:.r Plan. The seenar ins
Wt'H' th~\'djJll('d wirh an eye 10 projects ;;.Ircady proposed, and Ilhose which couD!
he haill eluring Ihe period of Ihe Plan. Under the emrent project dcsign, the
rd:.,q; (HJllI Ihe borrowers 10 rhe privarc se(:tor load window c:rsW) will be usu,B
10 ! ,md new power sec lor investments. For Ihc ::umlysis of USAIO's invcsfmcm
in ;!,~ 1'5W. II has bet'n assumed fhat USAII)"s funds would 00 c:ntirely cxh:wstu ,I
tin, mg Ihe $("\,cnlh Plan. Given the probable 4-8 yc:u grace pl~rjod 10 be
iu(hu,kd in lhe 10:1n fcrms, reflows from U5/.. ID's Pi>rtion of the rsw will not
H's:,BI in any new privJfC JlOwer plants unlil die Ninth Five Ye::Jr Plan (199&-99
10 ~;"1I.> Dj) However. it is likely thaI the re.sources available from olher
clar;m<, Will provuJe funding for additional inv\lstmenls during Gile period of the
Ei~"L&u~ Fi\'~ Yc;u Plan {l99J-9-t- 1997-98. The sccn:lrios presenlcd below cons,r,!'r
(HilL n;('J'se inveslmenls fhal arc made during Ithe Sevent'" rl:m periOd.

1.) ');111;';1: :wd Nature of Polcnli;JI I'wjccls

~,,"'\,~"ul LuClotS dcl.:-rminc Ihe e:lse iJ'nd Sp'C'Nt willi whidl nc~w invcslmenls in
Ih'l' i),~~:r 5t·..:IOr can JC buill. The mosu imp1()rl3nl of Ihesc faclors include Ihe
(;,ll ".J.m~~

o r.rs;(' or (cJching 311 acccplClb~c rhl)w'N pmch:1s.e
:1j';H'l"m('IH.

(J '( cdmok"gifS whidn influence C([HliSUUlCli.in SdH~dules •
..ksiru, :md procurement.

TIH."'~· llt"un'>: :H~ discu~sed in dcr:lil elsewhere. In Ihe presenl conlexl. \r.:rying
lines,' ,-.a('[OfS {,'l'mld result in Ihrec distincr pauerns of inveslment. The fjr~i

\\"iHJ!,1 b~ ck'U:U:h,'1 ized by tOlal reliance on sl;md:ucl p:lckaged I(~chnofogics.

Con....'. u..::\\on r,'quiremcnls arc likely 10 be minimal and financing needs well
und('m .. l!lihL Such sm:lll projects w,JuJd nOI be out of line willi investments in
miner :m.":lS a!rl':Hly l.Inderlal:cn by Paldslan"s (llri\':ltc sector. Typic::d planr
in\'cs!m~.. nrs should range from $10 million to SIOO million - about the range of
some ...-mf~nI projects in textiles. chemic:lls. and other m:muf3cluring
intiu....' ~ WS_

Power Plant TyDe commiss i o"d ng

Sm .. steam Turbines 2 x 15
Gas turbine 1 x 100

or 2 x 50
Diesels 12 x 20

1992-93
1992-9J

1992-93

Total

-3-
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'Ihe first prognml represents the minimum and lowest risk 3JlflrO;lCh fo
SI:u liu& :I priv3te power efforl. In addilion, ii represenls, in qu:mlilolive
Icrm~, just what can be expccted from USAIO's efforls alone. That ;s. given.
tlal' $125 million that USAIO will commit 31,)ng wilh the 70% of financing Ih:)I
must bc raised from other sourccs (including: equity). something like 310 MW »"
the m3Xim~m inslallable capacity.

A second scenario envisions a mix of smI:'J1l autl large facilities, some
ainu.·d :U base loads, others at peak and intermediate ones. In Ihe second C:l5C.

we assume th:lt the Private Sector Window (lISW) pro\'cs proficient in working
with sm:.llcr operators. At the same time, the succcss in rC3ching workable
power purchase agrcements encouragcs larr;clr operators. for ,~l:3mple. Ihe Xcnd
group. The addition of :1 Jargt facility, requiring extc'nsive infraslructure
in~T~lmcnls, represenlS a IC:" cJ.ange from Ihe small, orf-the-shelf technology
of Sccn;lr io one. '

Scenario £

Power Plant Type

Sm St:eam Turbines:
Gas turbine .
Diesel
Oil (steam)

Total

Rating nn"l.

4 x 15
1 x 50
6 x 20
2 x 300

830

commi S!~ ~ oni ny

1992-~~J

1992-'))
1992-f~J

1992- rl')

<. he Ihiul sccnario is the one Ihat is currently the hasis. of lboth the
World Hank"s and Energy Wing's consideralions. II consists of Irhrce power
complexes gcncraling basclo:ul power. This investment would Icquire aboul SJOCIJ
Million in I'SW funds, aboul 44 percent of Ihe 'olal available WI the PSW. In
(crrn:; uf lhe f;lclors listed above, this ~ccn:nic) will mo\·e up the scale of
complt."xily and risk 10 some degrce. The c031 sile 31 Lakhf3 rccl!Uircs eXlcnsivc
infr~c,lruclmc investments. Efficient and cnv'ironmcnl:lIly aCcCI)I:lblc
coml...",ion of the coal will require relati,,'cly innov:lIivc rechnologj·. This
clem~'n( carries wilh it the grc3test potential for del:1j·. The addirion:lI.
oil-fired steam capacity at NIDe, on the olllc'r hand, is probably less rbky
than either the Lakhra project (1I!.fL) or the Xcnel project. The high degree of
rcli:lhilily ::H NIDe is due mainly to the use of four units to generate tile 600
MW rather th3n Xenel's Iwo..

scenario 3

Power Plant TYR~

Coal (Quetta)
Coal (Lakhra)
oil (Xenel)
oil (NIDC)

Total

-4-
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2 x 15
2 x 50
2 x 300
4 x 150

1330

1991-9.::
1992-9J
1992-9J
1992-9 ~



As 3n ouler limil of Ihe an:dysis. consider ~ pl:m for priv:Jite power Ih:tl
wonl,1 completely climinQIO IO:ld shedding by Iho end or Iho S4venlh Pilln. Such
:I III Or-'3m, in conjuncflon with a fully Implemen'ed WAPDA,KESC Int'u'01cn'
pro~r:'"t. would provide almost 2 GW of new capacity. If is e!~senti3I1y the S:lnw
as Illue Incvious effort wilh Ihe addition of 61)0 MW of J)C:!king, turbines. Such
an im'cSlmcnl, using modnlar. well-proven Ii~chnology, ::md pipeline QU31ily g:lS.

shoU!!d nol increase lite Icchnologic:lI or fin:ulcial riskiness of l!he overall
S.ccrJ:uio_{l) Modular inves.tments can otways be shifted around in lime. if the
un"'!('r~ying demand $ilu3lion changes"

Scenario ! .
Power Plant Type

Coal (Quetta)
Coal (Lakhra)
oi 1 (Xencl)
Oil ClUne)
Gas Turbines

"
Total

Rating (Hin

2 x 15
2 x 50
2 x 300
<1 x 150
) x 100
) )of 100

1930

Commissionina

1991-92
1992-91
1992-!J;)
1992-9<l
1991-92
1992-93

". ~uis :s;c,,"n:lrio will rcm:lin purely hYJ1;olhctlical since the use of pipeline
qUJUu.J' r,xs klS been ruled out for pri""3Ic power pwjccls. lIo"...'cver. it remain$.
iandu(i1~i\'c of (he Iype of crfon th3t wouM nc,ed 10 be rnounlcd to completely
ride [11:t' n~(uon of I..l:ldshedding. Perhap'$, 3.$ Ro.....-OTU gasfiehJ$ :lrc developed
d'H"UaDj~ Ihe Eighth P~:ln. such investmenlS ID3Y lJic fe;"lsible.

S':f'H:Jlios one 3nd IWO can likely be ;;U:CH11lIffiOd:l:ed by the WA PDA/K ESC s.pu~m

n'g:ild~ess of changes in current dem:md uemJs. Thai is, they ,lire small enough
so Ikill , al :. minimum. these projccls pro\·ide Ille syslem wilh some sorl of
rcsen'c m:ugin. The buer two scenarios will bOlh m:d:e subs.an! i:lI
conrrihutions 10 (he sys(em's baseload cap3cily. Additions 10 bJ!~clo:}(~

cap:aciry of Ihis magnilude are equivalent to the entire public thlerm31 bJselo:ld
:ldditions scheduled during the: Seventh Plan pj~riod.

In the cconi1mic imp:lcts Section (#4)~ we ,pJan to show wbelner sufficient
dcm:mtl exisfs fe,' this power. That is. what :lIre the likely coursl~s of demand
in the three Qlcgories of peak. inlermedi:lIe••lInd b:lse loads. Aliso in Seclion
-1 theie is a discussion of Ihe v:llues of different types of power.

The public sector's investment choices and implementation should have 3

not3bDc impact on the fe:lsibility of various of the pri"'3Ie power inveslmcnts.
For cx:ample. were WAPDA/K ESC to be fully successful in :lddilllg the proposed 5 'mo
MW of new C:lpacity during Ihe Seventh Plan (see Seclion 3.2), tllten the value of
the pri\":llcly produced power 10 Ihe system would ndl from irs c... rrcnl level.
Th::al is, I03d shedding in induSlr)' would be reduced and presum:lbly. e:lsier to
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sch':.".lule. However. should implementation fall behind, 3S it Imdiriun;lHy Imo;.
lhen llOth the energy and (he c:lp3city will be IJlseful (0 the sysicoJin. In Sccri,)~»

4. \'I.~ relate lhe supplies available from the different private power
implcmenl3tion scen:uios (0 the dem:lnds from (he n3(ion's power system.

(I) litis is true provided the pipeline-quality gas is made
:l""3ilablc f{if private power.
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.1.1 ~1:lcro~(onomk Uackttound

Dur ill1lf, Ihe P:lSI len yc;,ns. rakisf3n h:bs socc.:cdcd i" m3il'1iC3ining mlts of
CC~jIUH'ljmIC powlh above 6%, During fhe m(~:\.t Ifc.:cnf pcrio~C. IFY84-86. GDP g,,;:wlh
::n.:t'a ;tlr,\'d ~.~ .9% in rcal tc:ms. (above the Plan 'a'gtl of 6.5'%. Thil growlh W;l5.

Ih,' pmdu,;t of fhe ':ollowini~ ar.nual s.teforaU Crowlh iales:

:tgr icullurc - 3.9~~

ll'l,luslry - 8,)iI'1,;

'St'l vices - 7.4'~

Th':' b<,l "ave Ye;Jr Plan fhe SiJlh~ called fel' 3 more ,:apid e:tPJilSion IIV the
("iJu~'h,<1il" producing sectors than in scrvkt~s. In 3ddifion. the divcrsification
of ~'uu!rJUI uafo minor crops and exported m:1IJ'iuf3chucS wa;. Sli~W tu m:Herblilc

I »iU i;n»~ rhe pc, :(1i{' of fhe Si,;lh five Yeilr rJ:m. revent·'! fo,. fhe GOVCHUfbW,!,.

of I' utis::m douhkd hi n«minal lerms, fwm Hs ~2 billion m 1981-&2 to Hs Hb
b!~uij';U' ira 1');'\;6-87. GoveHIU'~C'nt J(;'o'enlllcs tellb~~lml'" scabEe Jf '1(.- n~{), 0,( GDl'
Ilu"'JuJ1ihmul this period, l\1:ljor rcvenue Sl/)lmC~S indmk direct I'lXCS. import
d:Ul::l'\'. :\1." olher imllrcct I:n;cs :tl I~l%, 3')1'1;&. :m~. ,nf;\p. re;pccl'ively.

... I 'hI' :umc limc. cxpcmli~Ufcswt:of rwm Rs 11 bimon ij') Rs J55 billion.
f\~ r,·",uh. Ihe Gtl"{,lnm~Orj, ddicit mcn: Ih:ul dij)lUhk~l. from Rs n billion (6)>

RsJ)l hillilHL

(lUI the ~:;:pcndilmc side.the large..t sha,.~ of ~he budget is the current
Cxr,Jlthwn' It\"ffi. This c&vcrs norm:d gaveromenl opcrJlions. At the beginnil1i~~

of . a,,-' ,h:c:lde. current expcndiwres J30 ::it ::lIlbout 65% cf lo.n' e;(penditui~S.

Th,' h'm:lDlu,kr. Rs 25 billion. W:lS for line :Jmwal devc!i>pmcnt plan (i\DP) Iil
the Uuh'SI fi·...::u! j'C:U. currenl cxpendilmcs; h'ld riscn fo 12% of ihe lolal. As
~l w' .. It, sr,cnding for fhe ADP Jus risen ICS5 quicUy Ih:m tOl311 Government
C.Xlkl"lilllu',,;. The nCf effect of the sh3rr>f~s.e in cilfrcnf expcmJilures lS II1:u
Ihis iicm now exceeds lotal revenues. This mC:1M that lile tol:1I' ADP, including
cqu il y Colli, ihuliolls for exlcrfiall}' fimmced iProjecls, is rin:lnct~d flOm 3bro:ul
Jml :wm tIDe s:li~ of Government securities domeslica~I)!'.

lUi 1986··81. net exrern:.i icsourccs r.ompriscd .H';b of the hudget defkit,
I~s. i") h'nwn. Sales of short Icrm sccl!Jili~s (l y~;:;). 3t Hs 23 billion.
and I'"urowing from b: nks~ at Rs ,~.1 billion. fimmced the .C:;f. 'n the recent
P:lst. :l far Clealer share oi fhe budget delicilt was fi»~:lf.\.IL:J from domes!ic
fCS(Hn~l·S. In FY 198·1-85. for example, net exlcrn:'lI bOHOwin!~ :Jccoumeo for
jusl 1·I'Xi of 111::1 ycar~s deficit. On the domestic sitlc. fhe sh;:u~ of 000- b30J:
bonm\lllg h:lS genc'ally mo'vcd up sinceI9Sn-82. In 1984-e5~ for eX:lmplc, b:UllV ';
pro\uded m:l:~ Ihan 50% of rile d~bt fifi3ncilil!; for the Government.
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'.'l,"vll1 rc&~ud to Itc exlcrn;)! batlnce. rakhlan's ~:Hi()II:l~ accounts s:how
Ih31 im~w "h3\'e exceeded c>;porls by more Ibn Sol bimon fOl' t";lch of the P;l,\>U

SI1l ~~',1If$, rite cunent account has gencrally been in deficit b}y more IIt;}n SI
bim~y·.. 'lhe primt contr:bulor 10 rhe difference b.:-Iwccn rhe lIr:uJe uJbnce ~nd

the v:.nien~ account has bee;l the more thrln ~;2.8 billion in annu;d remiwmccs
from l':IJ-i:mmi workers abroad.

i anc CJ: lernal accmHJCs :Ire bJJJnc~d by the fallowing ;Iems:

averag,Q r~n'JeL 1900.' 1936 ($~I).
private lending (10n9 term) 65-190 {I~ct}

private lending (shor't term) 50-250 (tL":t)
Official grant aid 215-500
official rncuium $: long term loans 3S0-600 ( .. ::t)
private air. investment (long term).l2:0-JOO (If ,~t)

(uu~'Jle: net figures icpriC':l.cnl rc<ccoplS maQ1lUS p:lJ'm~fIIls

fOf that yeat. As;.l (cia.dt, Ihc!e (ugurcs; c~m be
"IlY11'C vott:n ile fwm )'c.u -lo-ycJlr.)

As (lillie (iguacs show, Ihrc net jJlri>,;:lle .r,:1JD'lI-s.feus into the economy ;vrc Ut::ss, uh:.m
I ~\lO 1~UUf(US luue ncl officu:'J1 [If.unJCIS. Of ,U.e 11()I::d pi iv;;ne Ir~m5J~~rS inat)! the
ccommay·o'\·I(." the p.l~,1 ~ix yc,us, 15-J((l)';.~ W:l!S in shill' nenn fio~wcing.. bq;dy
for au;uu~c.

~5 he ouHI<!'V.:»k for the $c'~'enlh Pkm ili:CQ'U(Df~J. 1938-3:9 no 1992-~/J. i$ f(li:'

WOd.t'1S· rcmiu::mccs to drop b1~low .$25 ibJu~DiiDilrl 3IUlitt]:i11'i". SUCh:l li.hO~) t):
eQui'•.11 l<e n( ao lhe 10131 :mnu31 long term pri"':1IC innOw'5 titHing the prtCSl~ttr

Pbn ~":Clfimt ~fficial c:'ipit:d inflo·...s CJlIll By-c: e:qlecled 10 remain !l.·ssCnlt:1J~~Y

subk tthrou!:h the pCC U<lbJl of Ihe $eveauh gtblil. Aflef 11i:1l1. ho"v!t VI:: r• F((;'~ds. tiit"

ofhen I :r:;'::I:iLmCC :md rin~UlCC :lrc IeCS$ ciC'aa;)J~uL
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.1.1 J F!H:n:.Y sllJmlY ~nd .Iemand

LuUsl.m's n~l final commercial energy cOnSUffilJlion h:ls if1lcrcas~d rrom 9.5
milhnu IOns of oil cquiv:lIent (t'>c) in FYI980 to '·1.2 million toe in FY1985.
Of 3hml 8,2 percent ~nnu3I1y. In this hUer year, oil and n3lur~d g3$ c3ch
~,uropli"d 33 -J? percent of the gross commcrtchl energy supply, while co:»1 and
lny~lh) 'I.i!pplird ') and IS percent. respectively (see Tables 1.1 ~lOd 3.2).
Ailuuuttiwly. pelroleum products accounted for ..4 percent of nct fin31
(,,,um~'a.;bl .energy consumplJ '. while n31uf31 &35, clcctriciry. and COJI
3anUttlnh'd for 35 percent. II percenl. and 10. respectively.,

nn;lJ icily consumption in the Pakistan :i)'slcm increased from 10160 GW 1 ;i'U
1t)79/;:;:O 10 21745 GWII in 1986/81. while peak demand grew from 2476 MW to 5<225
M'N. H,wf,hly 36 percenl of consumptio:. in the J:llIcr year was by industry. 30
I',cr(l'lu I In)' ,,·)illt'n'i.11 consllmers. 3nd 19 l1eriCcn~ by :.gt iculh:tli~. At lhe some
1im~, ,J pl'h:cnl of WArD., 's 5"28 million comunh"$ were rcsiclenli:d. 11 percent:
\,{'re o,mm,'r,i;ll, 3 percent were industrial, ;md 2 p'~rcenl were ;1Igricullucal.

'I Ji~~ m.nuamuIU effective dcm:md on" the faJcisr:;m system of 5225 MW in ~I')a~ 3:7
W,15 n'Luli\dy conSI:lnt during tllc year (due :In I3rgc p;lrl 10 the c~isl.ng

.c:-UpJ,:uly c{>ml,:linl) and compares with an installed (:lJ)aci'y of 6621 ~IW (sec
T:ahlc J 3) Tine system has irs anou3J m:JXimum peak in M:1Y :knd June of CJ-:h
:n':1f. nil' Inae pc:.k is unJ:nown due to C3(')3CilY const.aints. This pe:lk
u,if1lt.,~\.~.. Willi low v':llcr in the main rcscn'oi,s 10 pwdm;c the m;u:imum
1'l,.1d',;w.Miw~ llf Ihe yc:u.

1';lti$t;m'~ c:up:lcit}' is di .... ided between 3J21 MW of therm~1 <capacity and
~i)[JO :,IW or hydro. OIIC to faclOrs relating to s~Z\son:l1 w:ller flo\li$. irrig:uion
Inc-cds. ~md limit:uions 6n waleI' slorage, 'U)w€:,,'cr. hydro c3p:\ci~y drGps to :lbOI~1

I HPO- i jon ~n\" during (hc dfJt' season. Therm:Ji1 c:lpJcity m;)y ;lIsa vary SODni:WEli U

.n.nu in~; J~al: ~'l·:.1r due 10 such (;\Ct0l1 as 3mbicnt temperature. m:llinten:mcc (e.g.
f\\I~l'I' O\\(;l}';\'S :m.1 ccpJirs. afal 3\'aibbility of fuel supply. Th.~ result i$ :1

s'L'fions g<ClH:r;lliun c:lp:lcily shMt:lge during such dry P'Cfiods lC::lIding to
sil1nifi.::anl 1":1'11 shedding (3S much as 1600 ~tw in J::lOu:ny 19S6) ::md an incre1sll' H

incitka.:e of illlpl:lOn<.J OUIJgcs. For ex:mlplc. th·.; .ecent USAID- funded study
of the c,:oni1HHic cOSIS of IO:ld shedding and ollJtages in J'takisfan indicated that
in 19S·IIS5 (ypic31 induslrial consumers experienced 115 hours. of load shedding
:md ~q hours of unplanned outages, with 80 percent of such OUlI:agc.s occurring
I,}ct\'l.Cl·U Janu:ary-Junc.(2) Such power suppl~' disruptions de:uly impose
signifi..-:lol ('('ollom;c costs. ~S discussed in Section 4.1 below.

W~\ PDA h:as :.Iso csfimatcd the amount of 10:ldshedding in iils system in
rcccnt yc:us. For (986-81 the figure th~y estim3tcd was 262 GWII with three
monfln,. bnu:ny. June. and December 3ccounling for more thaflJ 10% of the 10131
Total liU:hl:slu,,(ltJing in some callier ye.ars was ~iignificantly higher, J687 GWh in
J9S-1-K5. fm cX3mplc. The WAPDA total for 1986-81 corresponds roughly to
figur~:;; predi':led by Ihc Icam for the current }·car. abollt 212 GWh in 1981-83.
The fD~lll tOl31 for this ycar. of course will depend on reservoir Ic\'cJs and on
UnC rw."Du.nhilily uf Ihe country's Ihermal power planls.
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\:5; :l con~cqucnccof Ihe gener:uion c:lp::rcity ShOrl3&CS dc~..:ribed above. tht~

G~ W 15. planning 10 invest significant rcsourciCS in generation C:lP3City over .he
fH"" u pba period. For ex:smrle. Ihe three year Puhlic $eclor Investment
l'ru,p,uagy Pmgr:un for fV 1986·88 3J1o-CJtcd Rs. 32_,16 hiDiion (r«:mghly 25 perccr,i
(ilf ~",ull CHIli:.)') 10 Ihe po",ycr sector to rin:tncl~ ;) "core investment flro&,~m" for
W\ I'~ lA/I( ESC.

Ovcr::dl, the draft $cvenlh five Year Plan FY 198?-93 c:dh for another
6)'% }, tW of generation c;lP:Jcily. divided between 5266 MW of CJ'P3cily supplit, Uby
Wt\PDA Jntl KESC :lnd 1330 MW of priv:ue p-owcr (3n;r1 comi:~ling of 2168 ~n~ of hydro
::Ull,ft ·,a:"~; ~"l\V of Ihcrm:lI. see Table 3,.1). •

I Du~"rc is gcneral agreemenl. however. Ih~lt syslcm capJcily is. unlikely 10
irnca';n<c hy Ihis amount due to funding and instiuJilion:.1 tCons1r3inls.. The
G.~'\,,"wan:C'm·sC'<llliry share of Ihe pl:mncd public sec-Cor progrJl't1l. about Rs. 30
bWU"UI, (epres-cHIs more than 10% of the projected Sc\.'cn.h Jlbll ADP·s.
Sif',mfic:mt tr::wsmission 'f.'O'dlmcnls are :.lD'So plJnncd in order co connect new
th.'I,Rll Olf Ilydru f;£'llcr:lIirHl c.p:lcily to D<D,;ad ccrUcfS. :md 10 JciinfolCC sys~cm

r;d!l!ahgy,

i he iV,jh:nuial dcm;Uld for electricity j~ plrediclc~1 10 conlinue growing
r.:'lrii'~~~'--~:.HrCnlcSlim:ucs :ire iv••:.e range of 10-1 Dpercent pc:r year. Effort\.
diH'l.:c.i J' Nu'rgr cOllScrv:lIion and 'oiad m:m:1lgcmll."n1 rna}" reduce Ihis growth r;!t"~

h' "'LC"¥- to I)CfCCul r:mgc. F3CtOfS coU)",ibulj'ng 10 thvs. growl!i in efecuicity
d,;:-;; mJ iundmh::

j ~ ,1 h:b.nv{"ly high susl:aincd rale pr GNI? Cro\.vlil «projected
w .:mnlirwc :11 :llwu! 6.5 % peJ ,c:lir),

: I lhe GOr's commitment 10 elimiro;'llIc !Q):!~I sh.,:,;fding :Htd Iii}

dL.::rify 91) pC'r.cclf1r of vilbgcs h')' JIlJ~I: 1990. an~1

;) IHi.:ing policit"s which continue (0 sUJb:~idize Ihe COSf of
power tv agricullur31 and rcsidcnl;::i' consumers :'1m; ,. hich
~ullpm t fcl:liivcly III~;. prices for cOffir.>eling fuels (see
h.'k'n t

;: '\, ~n \\1;,11 complete fulfillment of the Seventh five Year rbn objeCtives.
th~h" will s,iII be almost 900 "t..tW of IOJd shedding in 1992-93 (sec Table ).5)_
Ilcc~JU'\C of Illis su'Otaincd growth in demand ~nd the conslrain:s on cap:u:ily
c:qum,ian d.:scrib~d :tbove. 3ctual ~lectrid()' consumption is apl: 10 confinuc (0
be ~a';'ibly com.trJincd in the ncaf future.
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"l'~:.blc 3 • .c: Peuer l'lanbl in Con9l:ructionL.Planning

1")00-89
G~H!du 5-6
'hi 1tan (rehab.)
}:r-yt ..'ddu 5-8
nun QaGim

St.btotal
p;u;dstan Total

1~39-90

i~{)t l\odu 9-10
J,~- '~Ol'O 1-3
Din Q.usir.1
'GuJdu 7-8
Other comb. cycle
U«.:'t i rcncnts

St~t.tobtl

P.::.kistaa Total

1~1')O-91
Bu 1tjln (rehab)
J ;'10lshoro -I
GuJdu 9
iWL 1-2 (pvt)

Subtotal
Pa:.. istun Total

200
-120

400
210

690
7311

200
610
210
200

80
-·22

1318
8635

120
210
100
130

560
9195

200
-120

400
210

690
5192

200
670
210
200
eo

-42

1318
6510

120
210
100
130

560
7070

1 ~Hi.(.~

19h')
1~H.,I')

19k)

19bc •
19().
19') )

19S"}
199,);
1.0''.'~,)

19 CYd

19C)iE

199,·);
19<),

1991-92
:-~ultan 1-2
Private oil-fired
Tar-bela 11-12
Bin O<lsim 5
La~:hra Coal

Subtotal
Pai:istun Total

420 420 199'.
1200 1200 19'):

664 28a } 9').'

210 210 199~:

150 150 19~ ..

28 .... 2268
12039 9338

1992-93
'{'arbela 13-14
Hangla 9-10
Ch..... shma hydro
retirement

suttot=ll
Pakistan Total

864
200
240

-120

1184
13223
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hbl~ 3,5: Pu\' Dtll'_'\O!'d1. 00 tfll' ~~~ b~rtlltl (ilI,i'd'Jle ~!!,

~i~' lObd Grow'h, Compltte Julfill~' cf I~til~nt ~I~

'Qt7·M
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lW/J·91

19?I·n
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inclw..:- nl~ H'J of iF't i,",.'~!'f g.:w~, ..r~ I)iJo;.j~r, AsslInet

lOt rcserve margin b't all t in!lts.

,ts TJhlc J.S shows. the b:lScline demand rorc<cast for the WArOA/K ESC s\:$,h~m

is. U';\j1 dC'm:'Jrd to grow strongly Jnd for IO:Hhhedding CO continue. Th~re is om~

S[;~":diL:Hlil exception 10 Ilu': :"rcdiclcd k\'eE$ or lo~.ishcddinc: :1 succes,sfuJ
pk:um ,()( energy cornCJv:Hion and 'c,';)d mt3nJgcmeni. By H~Jucing lhe rate oJ
t31f ,,' lh of hOlh pc:ak dcm:lnd =1Od over:liIl dc~mJnd. such :l pwgr;)m courd CuI tin'
k-'l'~:,')l('l!{IiJI& :II pe~lJ. to jusl under 200 MW by U.t~ tnd of Il:u~ rbn period.

I) SlJ.:-cc~~L: impkmcnlJlion ;nf 3U of the- Wp\ PO.·\/K ESC
PIn\'cr pJ.HlIS planned for the S'C"~fi~h Pbn rcriuu.

2) Compkllun of lJJO MW of b3s:do.1d C:lp<1c,ty from
priv:lIC oil and co:d J};)wcr pbrus,

3 i Cominucd reli:mcc on g:lS h.nbini~s; 10 :l'.oid
shedding of inlcrmcdiale lo:uk

At the figures below show. both WAPDlA and KESC cuncntljl' s::Hisfy OJ

sir,nif iC:101 proportion of lheir inlermeut.ate foods oy using g3S, turbines 3t
25-TJ percent pbnl f3clors. WAPDA n3S e.:uj~tcd-lhJI some: of lhe newer
Imhues opcr~lte 35 much 3S 45 peteto' of the time. Such;1 practice elimin:lIcs
or r('ducc~ 'oa:Jshedding during the middle of Ihe <by. )lowe'lfef. the high usc of
Ihi; sY,lcm's peaking planls exacls a toll in reduced rcJi3bilil; 31 J}CJk demantl
liah''j; (imeed oUI:tges) and 3~olher cost in the high fuel consnmplion of Ihe
pe:ltillg unilS.
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FIG. 3-1: PAKISTAN'S ElECHUCJTV SUPPLY, 1981
COtIltihll.llGns to C<lmpon4nls of 06m1nd

GW"
~r----------

L~.J c.:..;¢t)'
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L,.lmining lhe supply dcm:md IJlJI~hlCC wilhoul lh.~ IJJO ~l,W of IHiv3tC P~H .::r.
we f~)unJ lklt the syslcm woulJ surret ki:ldsllted<.ling during :.llmost :lit of the
Sc',cmh rbn's rCJk load (figure l.2l. 01' 1992-9J IOJushetldiog at pc.1k is
c).r,"·.:~ed ~() rC:lch morc lIun SOO GWh. about: three limes the currenf level.
Mm'C'{])vcr••lae CapJClty sht>rl3gc CJn fl,e C,tpectcd II) rc:u;h 3n annual m:ninmm , i:

3$00 ~.IW ·...-ilh minimum c:lp3r,;ily IO~l(lshcddiiOg of more lhan 500 MW Ihrour,lWt,1 the
y(\u. An cflcrgj' conscrv:uion :lnu IOJd manJgemcnl program C<ln hdp rcduc(~ IV.:
pc:ut. IClJdshcdJing. liowe·<'cr. peak IOJds:hcdding will continue 10 grow wilh~)ul

rhe ,,;:ofluiimrions of priv:ifc power.
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FIG, 3-2b: DEMAND AND SUPPLY PRt.·.... cCTIONS. 7TH PUI
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(jalC of the mosl imporlant considerations reblcs tJ (he pOlential for only
p:H li.ll implcmcnt:ltion of the WAPDA/K f::SC investment program. As figure);)
5!,"'-.'> S, :l 65 percent implementation r:ile by WA rDA/K ESC would Icave the sj" .. cem
;ai"ml 3500 MW short during the annu31 maximum pc~k ::md minimum hydro c: ~J3city,

:\! he-sr. the system would be 550 ~IW short during pcak. More imporlant. em.', ~y
li');,~~hcdding would grow throughout the flext Plan period. At pCrMk pcriod~. tD.,·
:W', '1m: of la:lll ~hCfl would grow from its current 250 GWh 10 mOle th:lO 2.1501 t;Wh
in IJ1': b:lse C:lSC :md o'Jcr 1.800 Gwh even wilh IO:ld m:mJgcm{;nL [qu:llly
imrMI:HH. lhe f:tilmc to bring on ncw bJslc~oJd and inlermctJi:.(c c:lp:ldly W€H!n,,~

h''<:<1;[ in growing energy ShOrl:lges during 'Ihose periods, Only by poslponin!:
rdubilil:llion eHoelS, rctircmcnls, and by l1unning lite gas turbines :lS
b'.cb:ul unirs couM WAPDA/KESC JT:.cl dcm:mtl.
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WA I'I)A has recently begun a series of instilurional rcform$ - I3rgcly wilh
tcdunk:!1 i1ssistance and financing from varioJJ$ slid donors - :JIiimcd at enh:mcilll:~

irs dfidcncy and effectiveness. Generation pfanning has implfOvtd with
3cqu~sitiun of the WASP system planning m(Jl(Jel. There is s:iII considerable
n("eel for further enhancement. USA (D's Rural Electrification Project has fl1m.U ,Ill
tl'dmkal 3ssist3ncc ::timed ::tt strengthening WJ\POA's distribution wing (pCfhlW"~

by Clc:ning :1 Stp:u3te Distribution Authority) while improving distribution
S)'slcm p~3nn.ng. and improving financial mmnagement. customer services. 3m!
tl:lining. The possibility of allowing new entities to 3$Sume rC$ponsibility
from WA rOA for power distribution in specific nrcas is ;USO IJlnder
cOIU<;idcf3tion. Fin::llly, erforts ::ue u'lderway to ensure the efficicnt
inh.·~:fatcd operation of the K ESC and WArDA sj'siems.

I ;uiffs :lfC criric:d for :lny electric utilil), since they strong:»,.
infh:cncc i~s financial per for mance, .he efficiency wilh which powcr is used.
ami Ilic affordabililY of elcclricily. Cunent WArDA lariCfs arc summ:uizcd in
Tahlc J.b. They were most recenlly r,e ....i:icdin No~cmber 1936, July 1935. :1!mJ
198 I (sec T~lblc 3.6, below). Such revisions havc ~ddre$sed bOI.!: the slructmc
::md levels of tariffs. For example, the 1936 and 1985 rcvis:jon~~ im:rcascu
a VCf"ll<l;C I.niffs by approximately 3.5 plCu:cnl ::l!nd JO percent, rc~spcclivdy.

whilil.· the 1936 revision cxtemJcd the 3ppDic3tion of thc fucl adjustmctvl charr;e
to tagcr residenlial consumers.

I::uiff increases in rc,cent years have b~Clfl driven brgely by rhe need to
s:Hi~fy covcn:mls a$:)vciatcu with assislaDcc plfOvidcd by USAIO. the Asu:m
Dc.. dnpment Dank (ADO), ::tnu lhe World Dall1k. Specifically, WAPDA has agrc~·,ti 10
set I;u irfs 3t levels sufficient to fin:mcc 40 pl~rccnt of its investment
pro!,:f:"" (defined as thc avemge of inveslmcflls in the previous, currcnt and
subs(~{lucnt year). lo::tn funds were withheltl lby thc World D3nk between Judy"
1986 3ml October, 1986 until WAPDA ffi31JC rite lariff :.djus[Rlcnl required h» Mnd

lhc ~:clr-fin:mcing requirement ir. FY1931. In" general, though, WAPDA h:ls bee-uo
able to satisfy this self-financing coven:mt \';3 the tuifr incrc:lses
descrihed above.

The larne investment rcquiremenls for WAPDA/KESC will [o;ce signific:ml
3nl1u::11 tariff increases 10 allain 40 percent sel!C-financing during thc Sevenlh
PI:m Ilcriod. For example, ADD estimates that ::mnual nomin:lI tariff increases
of aboul 12 percent will be required through 1993. Such incre:lses :lre roughiy
consisrcnt with similar eSlim3tes used by WAI~DA and other GOI\'crnmCnl enlilies.
PurdD3!>C of Ibri\'3le power can 31so affect WAPDA"s abilily meet its fin:mcial
agreements. Oy charging full cost r3tcs for p,()wer, pri'l3le sector gcncr:ltion
comp:lIllics may change WAPDA/KESC"s net operating income.
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A program to supplement public JlOwer production with J)riV3le power will
h3VC two opposite effcct on WAPDA"s t:uiffs. First, as staled above, the COSt

item of WArDA's balance sheet will incre3s:e by the amount of the power Ihal is
pmdu:tscd. Such power exceeds WAPDA"s c:urrent average revenue per kWh by more
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lkm 1\$ {) 25. This means lhJI lht~ inveslment plOgr~m outlined in Scenario «)lUll

f'l.U ~,;'mal}lc. would add :J!"')lIt Rs 95 million annually to the cost item. Sin..:e
tin' ~»rival.c power cosls :UC} put inlo lite fuel 3djustm~nt clause. all of Ihis
a~Mutinn;a1 cost would C\,..."tually be pas-sed on to consum~rs :1$ higher :l ...er:bl::~

1;1« iff'S. Ilowever. by ,~pl:lcing high cost gas turbines at intcrmcdiale loaus,
JH u\'3Ie power can be cxpected to reduce fUrel costs for those units by almost
$70 Million annually. In olher words, lhe net increase in WArDA's costs wouu ~

be mader S30 Millioll amaually for the firsl investment program.

If t~uiff reform continues. such power will come ~nto the system 011 less
th;m Hac cClail tariff I~vels projected for 1992-93 of Rs 1.15/IkWh. In other
\V.".I". (,x,iHirlUcd tariff reform should aHaw private power to corer the
di'"h yumlion system wirl~ lillie effect on tariffs. •

I.IU.fC provides :In cSlim~lIe of Hue economic COSI of supplying power wilh:, I, :l

r;: ij,! lluis cost estim,lle is often JiffcicnliJltcd by tim~ of (.by (i.c., pca~ o.
(1)ff .. !",,:,~;) :md vollage level of consumption. Tlw~, LR Me provides a bene hm ;d,
indij,;::uttoc of ~he Icv~1 and structure of power supply costs wh~d. c:m be u~l;;'d :11',

J 1::1I;i,;. in conjunction wilh other fin:lnci:llI Of distriburional consid("r:uions,
foil' ',l'Hiil'~l~ power rariffs.

i he Worid Dank IJSI conducted f U1i1 LRMC study in 1919; amI, Ihis saudy
pW'hkd rhe basis for reforms in boUt the structure and fe ..·c! of ::uiffs
Jtk';rh:d [),' WAPDA in 19~L Despite these changes ami SUbSCWICll1 pmri:ll
adj,u,imcnts in 1985-S6. i. is gcncrany agreed thal WAPDA ,~uirrs~ cSIlcciaily
lh(hl.' f.»r residential and Jcrkultural consumers rc:m:lin signifi<::tnfly below
m:1i !':in:li~.:cBst (Iarge!y bec~mse of distribulioiU31 rC3sons). This ckarly is :m
im;iPli 1:\1;( factor cuntributing to the power sllJpply s.horragcs d';;5cfibed auoV'd;

,\n ulhlato"'d shld)' of generation LRMC W3S compleled ;n 1981. This scmh
whi..:h W3S pact of a larger generation pSanniJllg e.1crci:;c utilizing rhe WASP- III
mudd, estimated genc(:ltion LRMC 10 be Rs. 0.10/KWh in 19;';6. (Rs:. 0.16:t!
19R5 ~xch:lnge r:ues) Such a generation cost amplits relail tariffs in the r:Jingc
of I~s. 0.90 - 1.50/KWho

I: may seem p:HJdox;cal that WArDA's u;:uiff ::lie less th:m LRMC Jnd yen
WAI'DA"s 40 percent scff-fjnancing requirement is being met. The rC:bsons feli.
this indude:

I) ., he general discrepancies between fiinancial mC:l$ures
used to assess self- fin:mcing and economic costs used
to estimate LRMC.

~) The forward looking nature of LRMC compared to Hu:
indusion of P3St and prescfal ~'car costs in Ihe mC:Jsurc
of self-financing used here, and

l) The c,:{dusion (in 2 financial sense) of the cosrs
associated with its hydro dams from WAPDA's books.
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A~ ;1 ,('",oil of these :":lcIO:s, ':lriHs rcqui,ed co meet s.cJr~ fi~a~dng

h"~"liirih"mcnl$. arc gcncr:.lJy bdow Ihose nceded 10 ,dIed LRMC.

Ju, iut:ht of the recognized ne.::d fH ,afirr incrc~es 'jnt! te:form. the ADn
is n"Q;mcin~ :l tJrifr study 3$ 3 p:ul of an o'vCi;)1I dfOiI aimed :u achiet.dng
an dfidc;'h integration of K ESC and WAPD!\ 0PCI3IiofiS. This saudy now ufli~knl'~Y'

indmU~''\; :1 drtJilcd look 3t I:lrifr s'ru{(urt~. AI Ihe same hmE:. the World
Jl.lrat U$ financing :l re~;f~cd energy demand m:vn:agcmcn( siudy' nod i:; dcsignhtg :1

sccivwl ~tl(..rgy sector IOJn. The covenants 3'i.'ioci;)ltd with the Viorfd D:mk'$ It>3\l')1
wm !uf:dy serve flS the centerpiece of decuiicily pricing reforms. over 'he
nc\ 4 fil~\\' yiC':l'S.

I ~~i(' flricing of other energy pr&ducvs willie" compele wilh e!cclridty in
p:u luuubr m:u tets is .11~o of relevanct. Thoi'~ energy prrnlm:ls indude
PCu,')UCmll pmducrs (kerosene, LrG. ;md dics.cI fucl) fOf d()m(>.~uic and
3gticdum.:d consumers .:md n':Hur:'llI g.:\s for indus,t,;:'11 consumers,. Wheo lite
price- ~!lf ~rur comperinC energy source is" diis,ao>ucd (i.e., de",iafes hom ~he

cc£mmnfC cos. or supply by more Ih:m I~oc Jlilrice of ;:lilrliO!D~cr efiti~rgy s0>m~c). Hl:c·tfIi

-con""nmcr dWJiCC$ arc bi.lscd :lind cificjeUlicy lo.S,$.'Z5 o<ccm.

The most obvious h"'c\";,,ml cas.f: where :s.uch cHi.:icncy lossl~$. may o<c<cur ie.
(hi tU)\crgy::~clor involves decrrici~j' :Jim.! ptGwlcum p'U().Jwca~L !.O<C3' prices
for r'n;,;BUnc, diesel, amI commcrci311 imJusUll't:l1 }md~:'Isc:i of fuel oil :nc
CmTI.·m~y ahuvc bOlder pric~s (or economic sUipply CO:J>iS:). "flh:c opposiae is mw
for dt:cuidty. As the :above dis,cussion of eUe,cuiciOj' l;,uiHs S.Jllowcd. tbe
b:lsi.: dn;nq~."5 in qhc rcsil!caui:d ami 1m3! 5CiCfims ~rc so low rh:llt (hey do not
c\'~n.:-"wcr di~uibutiGil cm;ls. much k-s.$ 8.eneullon costs. (see the COS.I of
Seni.:-'l.' SWdy performed under ahc PO/Wltf Diis.lrubui~"1n :lIllbd Ru.:lI1 System EXP:.1Jn1\SV,.1:1
progu.anul cimsuhaors, 19:36).

hI rflc acr icuhur:ll 'SiCClor, for c);;:muplc. the low C~1t:i1 of etc~:lrtcilj' :line!
~'jtsidi~s of purch:lsinC pumps has led 10 ;) sh;up inclI'c:1'ic in the dcm~mfs on ntue
SYSh'U" f'Jr pumping energy_ About 5j,O new connections ::uc adtkd each momVD. .:'H
Ihe S;IlDIC lime, the low Cllsl discourages lisen from :hfop~ing w:lter cOnser\;"~li~101l

mcthm!s oi :tgr;cullurc ::Ind of u:oing Iheir own diesei puntp->. C~lCcpl during
outlf.'C£. The resull is 3 demand that 3Iw:l}'.s IUns ahen:d of po-s~.ible suprly and
=- c·mmn;imCrH of WArDA resources 10 a fioJncially' dr:lin~ng :)~:ui'!'ty.

(;ivcn fhe high prices of pelroleur.l prc"lucts rehti ..'c 10 eh~lctricily for
final \:ullsumcrs. the)' h:1\"c an inccnh'",e to "'f"''''~r consume'" eleclriciry for such
purrm'.c.s as. i~rlu$tri.:l1 pro-cess energy. ",,:lce healing, or ~oilmcsfic lighting. A
simibr" hut perhaps wc:tt>:er, distortion m:lY :ll~o exi).( in f:llvm of ePectricity
:md :n£:linSI n31mal gas for purposes of cooking.

In Ihe electricity sector. price di.SIOraions have led to brge jincre~nes

in inuit,. medi:.Jlc :md peak loads. The 3YC13gC sale price of the electricity Is
'm..'cr Ih::m the cost of the fuel alone 10 gencfiltc that addilional supply from
g,3S Imbincs. The grC::l1 increase in consumption of middle distill:des for
lI."mCCh u..- I~{)\\"cr general ion in turn has fed to Ihe ne~d to Crack fuel oil 10

iniCfIl.·~.~c SUfli~lics. The ovemll price diSlortions. then. nol onl}" bi:lS the use
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,£11( !l'lr"ittd"'.ly. resultinr. in hinh ceneration ;:md distribution iCO:S~S. thc;' ,,1m
bU;l:, U"uv('$lmcnt dcchions in other sectors, including petroleum rdining_

aUQC "ament dislorliofuS in power scCWr 1)( ;",cs h:lvc the following O'ief;lU

ImS'<~"I),'

U) L\cessivc ucm:and fOt middle dis;tm31~S for power
general ion_

2) Over-reliance on electric pumps in Ihe :Jgricolcural!
sector.

J) A misfh31dl hetween revenues in Ihe enci&y sector
emcrDfiscs 3nd costs of pwvidin~~ the senices and
products.

4} Under dcvclopnlcnl of the t1i_~h.n;v1 &a$ rcsmJrcc.s and
disuibution sllSlcm Ih::11 i'S nc~dcilJl 10 provide
;li!('''llll:.'uc $Uri,Uncs 10 nOiU'schohJs ::md ;r.dm,ufic5.

i ~U~ ~~a'>'il.lssion in S''C''Clion 3.2. ah{),ve. andic:;llC5 '''41 there iSi ':l

SU1~ffuuhc;m~ conturmung sBIOtuge of r"" -.I.'er g'C:U1I~~l;llion C;1;P;1dty :ln~' ekcfric::tE
CifU('Xgy jn P;9k.sl~m ::U P(<C5C~ut. fwm our il1n:'il~5.ail6:liaion or Ihe s»luJ'ioil. we
'CGJlldUij,Lkd lhal:

o Invcslmcnt iC'5:'lmrCCS 3\'3ibJiilJUe. no the p\~blt,:; seclor
;'uc u:dit'l:uy h) complete!y dimin;ue (luis short:lgc
an the nC.1j( [UhlliC given ahc c:(pc(:H~d growth in
I(n,~m::Hld.

o I'mi~clcd inCll(':ircs in dem:lililu..!! \\v.,'UUI r:lisc (he general
shDrt;-sccs hl 3U pCI loLls of ln~e d::.~}' wiUhout priv3le
[1!O'NCr Invc'Shawnts.

o Th~ economic 'CoslS of meeting inUermcdi:ue J03ds
ir;lprosc severe ,coslS on the gcneraling s.istem.

o PlOmiscd (3rn:-r Ill-form should JIIOtw pri"':ltc J)OW'e!" lO

fit into thc current system wilitOut sigDllific:mt
ch:mtcs in I:uiff levels. The o't:'cr:di cmpJCIS of
Scen:uios one 3m: two ::iiC less thalJ\ $60 million
::lillllually at current oil prices. An im:n:asc in oil
prices 10 th~ S25-3Vb3Hel r:aruce 1>...mdd eliminate
~has differcnli3~ entirely.

o Cuncm distortions in the pricing :sj"stcm for aEi
c;ncrgy pr-aduC'i bias both consumption ::lnu in...c:~tmcnt
tkcisions. I iO'l.",evc['. the extent of rhe current power
sBnorl:lge is sudi that suppl}' ::md d(~m~md could onl~
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lot' b:Jl:1iH7Cd in the $hOrl run at electricity J)riccs
w\."ll "1bovc the Inng run marginal COil of power.

Tnull.' cOrilinued exislcnc~ oi generation shorlfalls doos not, create a ru.im:l
~r~'L t{onomic juslific:nion for priv31e sector invcs.,menls in g~ilcl3lion

i(.';)P~"I,cUuy (despi.e general agreement that an atJlequ3h: power sysf1em is an
cs,:\;t~li;ll precondition for suslained econo,hic development). Nevertheless, il
is ck:u from the discussion above that this efficiency would be enhanced by
cffm g «0 ensure Ihat clcctricil)' itself is rrootlccd and uiilized more
(,(fi,"~if':rnuiy in the Pakistan economy.

(2) In oper:niona! rerms, WAPDA/KESC cap3cil}' i$ further
I ~ducctJ b}' ilower plant derating. exccs.sivle fuel consumption,
:lmt low 3\'ailabilily (gencr:lIly between 45 :md 55% for
~!,~"im;il unils). US!\JO anu other donors :lIre currenily
s~!"m~soring efforts to improve p,cwer pl:mt opu3tions.

{3} O:r;c of the key activities of the WAPDA Distrihution Wing,"s
_,u'Slilulion:lI improvements is a [ulD cost ofsenite study_
1 D~is Sludy is part of 3 complete invcnlorlf and revaJu31ion
of lhe Distribulion Wing's :iSSeIS.
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I he fundamcn.::tl assumption underlying .ale e~onom;c :m:lIysis or the IttivOlk
Powe. ('roject is Ihal priv3te generation C"3J)adly will supplement WAllDA
<C:lf1i3 Clly_ This means Ihat private (3padfy im'tslmcnts provide:. net IOCrC;l$l,!

in b\-'H.'.alion capacity and in energy produced for Ihe national ~:l'id in
l'.akisl:U1.

1·.'1I~~ust3n will benefit from additional genera.ion capflcity since it:
I) !c,:hls 10 reductions in IOld shedding 3.c.J Unlpl.lnned outages (prim:lrily
between J;mu~JrY- June). 2) make,s electricity supply available to COOSOffiCI'S who
wouM odu~rwisc remain ofi-grid. and J) subSlitulcs for olher m~)re cos-fly
generation units during periods of slack dcm:md. In the first 3nd second
C:l$~S. c(~llnomic benefits l:lke Ihe form of lowc'r load shedding .md OUtage cos,:):
.1fild cfmsumc.s· willingnes.s-Io-pay (or suhstitul~ supplies (e.g.• diesel
3U(Or:t'Jllcr~1Iion). respectivel,. In the third C::l'i~!. they o~cur because power C:liH

be :s.ilrplicd during cenain intcrmediateacm:llnlt! p,-cftods at :l lowler economic COiU
uh:,ut IS j\'3ibble from WAPOA/KESC g~ hubiilic un.I';.

c.1insi'!Cf:lb:e d:lI:l on (he economic cosls of ~OJd shedding Jod OUIJgcs. fog ;l
~:lm~~1c or iil'~duslrial consumers in Pakistan is a\13il:lblc from recent USAIf.J :l:nd
WOI Ulii ~bnk fi"anced studies. These studies e-sllimatcd :4Ver3ge fOld shedding and
unpbmncd OUIJgc COSI'S 10 rJnge from Rs 2.8-6.6/J:Vlh. This figme e'\:c\mles the
impacl'S of su;:h power Sluppl)' disruptions on GDP ami c:qlOrrs. The first figurt'
<cofl'Si{k-r~ just tile cost of m:\king allern:llIive supplks aV:libblc dming
O\lJI:ig.:s. The second mC:l'sure incorpol3tiCs b-Dt~l the value of lost or spoikd
prod~acttuun. and thc cost of indircl ~clions (such :1$ ehe purchase of SI;lnd by
pow'cr :UllJ night-time faclory operation) t:d~en ao Eowcr rhe direct costs of
supply ~h)ruplinns.

'( ttn~~r~ w'~rC signific:ml ·"::Jriations in thc~'C cosB for different types of
luduSl,ic'ii,(,1j 1I0wc·...cr. the~t cSlim3h.s provnttlle a dear trtdic3lion of Ihe
v;llue uf incrementa' power gene.alion C3p'3Citj{' 10 rhe n::ilion;}) eCCmvU_' j. l'k.t
is, these cMim:ucs reflect the following fy,cncfils from additional gcne.:uion
Cap:lCily:

o Ifigher GOP and employment.

o More efficient fucl use. and

o Lower fucl imports per unit of output.

II \\ou:d be incorrect. 'lowe\Ycr. 10 impute from f.l(~se eSlim:H(~s. lh:lt C~dl

KWII supplied from priv3Ue power generation is: w~rlh JS much J~; Rs. 6.6. Thl:r~'

arc 31 h~:lst lwo reasons for this. First. only abo.a JS percent of e:lcclridty
consumplion is by industrial consumers. Ollie" lyp'Cs of consumer'i dearly iuucufir
CDsis :lSi a result of S:':vi~ly disruptions. but If-.ey are likely to be lower lh::m
for induuslrial consumers. Second. privat:.: pow'c.. capacity will not be needed 10

rcducoC' In:ad shedding during periods wfo~n WAPDA·s generation CIJp:lcily is
:adcqu;lIc. During such p~ricds. priy~~ecap3cilycan. at the most. substitufe
in Iht~ "'mer;l order" for less cfficicr.t generating units.
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i,'~\h" In tth(' c"onomic :1nal)'sis performed for this project. the cO'$k-s::n.vings
firm" H'J.!uccd usc or lligh cost generation sources were considered ::dong wilh u,~

v31uc of ~"Hlding c3p~ciIY. At the prescnt time c;]Ich kWh that is gClIlefJ •.:d on
intermcdi:ltc load by high cost gas turbines common 10 Ihe WAPDt'I./K ESC sys,lcm

tl,(l)s,ls :.bimt SOJn4 (RS 0.60) more for fuel alone than docs :I modern low sp~cd

diesel (l'.g ..• Hub Chowki). Such:l figure docs no·( include the exces"sive wcar
3mJ IC;'U 00 thc gJS turbine units and rhe reduccUl reliJbilily such O'ierusc
iCtt3tCS.

The economic impaclS for Pakistan of oblJ;ning PQwer from privilte SOUfCCS.

were ::HlJ!y1.cd in terms of (he threc sccn:uios devcUoped in Section 2. For the
cstim31iml of pc:tk road benefits, we cons;dcrcd .he 3""oided cost of
consuucling cap.Jcity 10 be used during Uhe pe3k lPeriod. For cost-$3vings
benefits, ~\e I(,oked ~t Ihc difference between the costs of operating: ihe new
un't and Jll e'isting &3S 1mbir:c or steJm pUJol. The two lIllies of meril thJI
w',cre complJitcd \\'crc (he economic r:lle of rC4mn 'of the project (ERR) :.lnd irs nd
JH('~Cn( ".':'J!uc (NPV).

lo..,'C'"wue:r1ltWSB were obLluncJ from e~istDng prh'Jle po~"'~~r proposals :lnd
from World Dank Jild Govcwmcnt of PJlldst'm dUiCUmCI1!s. SEndow prices for bnt!;
(orcu':>n Ji1lil domestic resourccs were obtained from lhe WorM D:wk's rower Sys:em
St:lJldy :HJJ (tOm US1\ ID's L::khra CO;], study (980). Oil JHtlCCS '""ere :lSI border
prices. Co:d pI ices al L:1khr3 were those ghm in lhe US,\ fO sttudy for a brgc
po·>.\'cr pL·wI rJ!lnt'r (h:tn those conl3inco in tRue IIML proPOSJ'- Thos:c l:lltter co:;.c
estim;ucs :HC mme typic:!1 of smJII brid:works; Uh.. ,i of i;ugc power pbnB.

The rmH~ccn:Hioswere run with oil prtce.s >;:uryiuig from SI5-J:>jb:H'rd ::mJ
wi:h the firm OP:lcily rJling or the pti"'3tte b~'5e~uJd units "'Jrying fwm ":O-60'K.
and 6Y.:.':, in one C'ise.

The cow; of comlructJul1 :100 opC'r3t~on 3mJ rille resulting bencfill figmes
were combined un an economic cvalu3tion ffieJeI. This mo~dcl has bt~cn u~~,l to
estimate c~vllomic and financial impacts of power pl:lnt in"'cslmenls in a number
of other ccmnlrics. for the current case, the model was moJificti to
JCCOmmod:Hc Ihe different types of plants in the fl()ur scenarios. The lime
horizon of the analysis is 20 ,'cars and the costs and benefits arc disiCoonttcd
at the World Ihnk's $tandanJ rale of 1O':~ per le:.1r.

SCCIl;uio OUi:': As was explained previously, .his sccn:lrio is the one thai
C:In be SUPi5Jrlcd enti;ely by USAIO's contributiun w the PSW. All of lite
additiofu! c;lp:lciiy c~m c~ntribulC to reductions in ,c:lpJcity IU3dshcdQJling whik
virwally 311 of the intermediate anti baseload outpul repiJccs higher cost
generation from g:lS h;rbines aod older steam pbnl$.

Since lh~ pi:mts included in this scenar~o were nor inlcnd~d 10 displace
much b:J'ieBo:ld c:,p3cily, Ihe an31ysis did not credit them wilh more Ilh3n 2000
hours/year of c:lp3cily savings. This compares wilh the 5256 hours/year of
basdoad iU)\\'Cr Ihal are expected from the Xencl f:lcility. The TabRe below
shows lhal Ihis set of investments can yield returns thai :Ire in line w:ith

-26-



O,;'cfall. the economic benefits of private power consisl of the IInt~ tyi" .
q;,( b"ru:firs; dcscrihcd above. Efforls arc made in seclion 4.2 10 estimate I"~'

h-fH,'(;IS for possible priv.:Hc power de....elop-ment scen:nios and then coml).:UC ac!,
li'a1tfits. wilh the corresponding economic CD:S!:> of such C3P3cit1 addilioR':i.

Recent data from WAPDA on lo:!1s.hcdding indic31cs Ih31 Khe tOlal v,)hm~~ of
i,>;ld th:ll is shed is about 1600 MW at r.eak dcm:md. This c3p~~cily insufiidi(~,cy

c,~mbincs with 3 generation insufficiency 10 Reave 10lal electricity supply
~oo-300 GWh below dcmand. Projections d~!veloptd for Ihis analysis indicak
th,lt Ihc generation shortages in the r:mge of 30n GWh will cOJlItinue inCo Ihe
furst few years of Ihe Seventh Plan in the 3b~tcnce or priY31~ JJil)wer.

Using the cSlim:lIc$ of Ihe value of :uIlJition:l1 power supplies Ih:ll WCD'C

.kvdopcd by Ihe World D3flJ: and others. we found that Ihe value of elimio:bu:ng
l,n.l~h~c"';ng in Ihc industrial sec.or is at Ican $25 Minion annu:lUy. Adding
in the hous.ehold, cammerciJI. and 3gr;culhu;3i seclOrs may add another $':5-'~~)

},tiHion :lnnu3Ily. ,.h:a is. tI,e prescnt ins.uffi.:urncy of power production CosL
1';~U$I:m :11 IC3S1 $50 MiHion ~nd perh3N ::IS much 3S 530 MilDion 3nnu:dly.

For ,he duration of Ih~ Seventh .Pbn, ,c:l!P'Jcily I03dshcdding :u pe3k wm
cn,,! inuc r~g3rdlc$s of the contributions of pl'iv:lle powtr. As: Ihl}ng as c3pJcitj
is limiled, firms, individu3ls. :lnd f;J~mcr:s wm continue (0 suffer losses of
<w::h :1 m:Jgniwdc each jC3r. Over tile len )·~~.1r lifelime of IEH~ P,;v:HC PO\\iCr

pHlJect. these iosscs win cost Paki!.lan b~lwcc:n 1.300 ~liJlion and $,:80 Mi!liot1J
- ie.• Ihe discounted present value of the lusses due 10 fOJd sbt~ddilig is
\,;;h ,h~ invc:;lmenl cos. of a SiZ3bic P{)IWC( pbnL This indiiC::HcS the V'3h1C

of :t<fdiiDS capacity quietly versus wailing fOif WAPOA/KESC 10 catch up. tXitr,
(h·m:lrHl.

In adJilion to these direci costs. there m;ly he indirecl COSIS to
1,,,-ldshedding 3S well. In p::uticubr. the abStlllCe of rcli~blc conrinuoUls P€>WCI!'

Slll"i'J!ics limits Ihe investments Ih:H :ue m'Jdc in coniinuou'i process iOUUSh ics.
l '~;(nrlUn:Hely, rhe quanrir:Hi\'c imp3ct oi "SllKh tC'chnological ci]Jngcs, is
diffi.:ul! In 3sccrt:lin.

'I hc fiuJI gencr:tl economic gain is the :nsunu:d improvement in opcr:uion
:md pbnl efficiency th31 priv:uc operalors wl)uld bring. At tll~~ present lime,
m.lilY of rhe public sector pl:lnts are Ch:U3Clc.izcd by high Oul:lige ralcs.
c'.::cssivc fuel consumption, and derated cap:U:il)". The I)"PCS of conlracts
:wd purchase agreements currenlly under consid~13tion specifically include
in{",,~ntj\,~~ 10 m:tintain planls in prime condiliion.

While the COSIs of peak loadshedding in nncreased plant cos;ts and foregone
OUlpul, :trc significanl. the cosls of avoiding lo:ulshedding for intermediate
10:HIs is perh:tps more signific31ll. Al the presen: lime. WAPDA and K ESC us~

their g:lS turbines as intermediate load unils ::l1S well 35 ~aking unilS. WAPDA
dJI3 show Ihat many of tbe gas turbine unils are run ::\5 much ::lS 40% of the
lime. This comp:ucs with the 10-15% typica'i of U.S. utilities.

fly using the gas lurbines so much. WAPIDA avoids I03d::;h~dding31
intculledi:llC 103ds (35% of the lime). lJoweo,l'er. such plants lend to h:we hj~:h

fud consumplion. As a result, cach kWh from these pbnts COSIS WArDA wen
all;ovc the 3\'Cr3gc cost of gener3tion and weill above ils average: revenue per
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t '~\'h In «ke ('",onomie :1O:lI,sis performed for Ihis projecl, Ihe C051"S3vings
Uwm h'.JII(<td usc of high cost general ion sources were considered along wilh the
\31uc or ;l'lMing c:Jpacilj'. i\ t the prescnt lime each kWh th:lI is gcolc'3led on
J!I1IlewlC',ni:tIC loJd by high COSI g:lS (u,bines common to the WAPOA/K ESC syslcm
\:0$1$ armHSOJ)j.t (nS 0_60) mor~ for fuel alone than does:) modern low spl~cd

diesel ft> S • Hub Chowld). Such:1 figure docs nol include the e~ccs.si...e wear
.amJ tC:H {Dill Ih~ Pi. turbine unils and lhe reducrd reli~bility such overuse
c,c.;Ucs"

The cC£Hwmic impacts for PaJ:iSIJn of oblJining power from private source:;
W('IC ~m;)BY2eJ in lelms of Ihc Ihrce sccn::uios dcvt:lopcd in Seclion 2. For the
t's,lim::uiMI of Jlc:d: load benefils. we considered Ihe avoided cosl of
COl1Shuc(Slrug c.:lJ",;lcilY to be used during the peak period. for cosi-savings
t;:cndiIS. \\,e looted 3t the difference between Ihe costs of opccating the new
unil :md :m e\i~ting g:lS hubine or slcJm pbnc. The two unils of merit th:ll
."'.:,(' t:(:mp!lJlcd \~'CfC the economic ':lIe of fChJUl of the project (ER R) and its. nd

J'1H~$~a: \:hhJh~ {NPV).

InH'1lmtillf (usB; wtre obl::Juned from c~i$,ting IPriv:JIC power proposJls and
f1Of!~ '~;,>,:j G:l!I"Jk :wd eei'Cmmel'l1 of 1':,l-:i51;'110 dOi:umcn!s. Sh:ldow prices for b,,11I
fOlei&n Jnd domestic re~OUfCCs. were ubt3incd from Ihe World D:mk·~. Power System
Sl'UJy :l!'H.1 hom US1\1D's l.:.tUUJ co;,1 stud)" (986). Oil prices were all border
pric<:s. Cf"JjU prices '31 L-:lkhr3 we ~ those gi\'cn in Ihe US;\JD study for;) br£.c
po'.\cr ptmr r:tl~!uN th:tn thOH~ cOflt:Jincd in the JlML propos:J1. Those bacr co::.t
eSlmlJI<C'$ :we m(nc lypiC31 of sm:lil brickwotri;$ en.. ,! of brge power J~bnls.

The ("oJ" ~c{'n:Hios were fun wilh oil p.ic':,s "::H'}"ing from SI5-J5/b:Ufcl 3nd
wilt! the firm c:uu~;"bcit}' Jaling of the privare 1;'Jis,elo:ul unets ":Hying fwm 40-60');1
and 6,F.\\,'I in one iC.15,C.

The cow; of consuuc;ion Jnd operation :HU! Hie rcsulling bencfin figures.
werc comlJinl.'tl in :m economic c"*'alu3lion modet This model h3S I.H.::cn useu to
cSlim:llc cC'tmomic and fin:mciJI imp3cIs of power phnt investments in a number
of orher com'llrics. For Ihe current I:ase, the model was modified to
3ccommoti:wc the different Iypes of plants in lhe four s'ccn:Hios. Thl~ lime
hor Iwn of 'he 3fl:'IIysis is 20 }'CJrs :md the cosls and hcncfils 3fC disc:ountcd
at the Wmld Bank"s standard rate of IO~~ per YC;l,.

StclI:ui( One: As W;lS explained prc",iously, this scenario is the one InJI
can be Supf!LHled emirely by USAJO·s contribution 10 Ihe PSW. All of the
addiuion:tl 'C,'lf!:lcity C3n conlribute 10 reductions in CJpJcily loadshcdding whik
"nrtu:lIiy JH of "Ie intermcdi:Jle and basclo:uj outpUll rcpbccs higher lCOsl

genef3tion from g:lS turbines and older stcam plJnls.

Since rhe pbnls included in Ihis scenario were nor intcnded 10 dnsplace
much b:u<t!o:ad c:lpacily. ahc analysis did not credit them with morc Ihan 2000
hours/ye~:r of c:I(1l3dty savings. This compares wilftl the 5256 hOU,s!Jfcar of
bast-load pej);,\,Cr Ih:H :lrC expected from lhe Xencl f::lcilily. The Table: bclow
shows d'Q::lltt louis SCI of im'fslmcals can yield rcfurm thai are in line wilh
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lypical investments in other industries in Pakistan. The results are highly
sensitive to the price of oil. Basically, the higher oil prices go. the more
money these plants can save on intermedialc and base loads.

ERR .Lll

Price of oil ($/bhl)

NPV {$H}

15
20
25
35

23.0
27.7
32.2
40.9

124.3
174.4
224.5
324.6

for oil prices in the ranges of recent years, the ERR centus in the
mid-20% level. The NPY, computed at the low end of the range of loadshcdding
costs. is equivalent to :1 net addition to nation31 wealth of at least S125
million. The net effect on the external balance is perhaps slightly positive
sill~~ lhe imports of foreisn capital equipment are out weighed by the fuel
s:lvings over just the first few years of oper:ltion. The net present value of
fllel s:IVingl; alone, S340 million over .the 20 project lifetime, outweigh
illlPOrlcd m.lchinery COSIS of about S260 mimon. In addition there m:ly be snHlC
:lddilion:ll cXpOrlS generated by the p.rojecl's output energy.

Scen:lrio one is not large enough to have significant fiscal impacls with
rcg:lrd 10 the Government of PJ~ 'St:1O'S budget. Nor is its demand on the
private capital market, about SI50 million or less, enough to C:luse crowding
out of other investments.

Summing up, the ex peeled impacls of Scenario one are:

o Net increase in national weallh of more than SI25
million - i.e.• it more Ihan offsets Ihe costs of
loadshedd ing.

o R:lIes of rerurn for the nation th31 are compelitive
with rates of return currently earned for private
industrial investments.

o Net present exlernal balance savings of more than
S80 million over the life of the project.

o Negligible effects on Government fiscal balance or
private capilal markets.

Scenario Two: This investment program is described in Section Two as
esscnlially similar to the first program wilh the addilion of the Xenel portion
of the Xencl-NIDC project. It would produce 820 MW of output, of which 720 are
basclo:ld supplies, thc remainder pcak and intermediate supplies. Unlike Ihe
plants in Scenario One, most of the supply in this scenario competes directly
wilh planned WAPDA investments at Jamshoro. Thus, the results depend cruci:llly
not only on the price of oil but also on the capacity credit Ihat is 3s~igneG

to the Xencl facility.
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U1Hkr any circumstances. the economic r:Hc of return for the seC of
iUHShm::flIS (;ll1s toward the rate of return mor~ l"picJI of W...\PD..,"s own
in\("Slmcnls. This gJoge, 15·25",& at full capa,city credit for Xentl. seill
compares f.wor:lbly wilh the cosl of fin3ncin~t. Morcover. such :1 lo!al IchJHl

would p~rmit the purchaser to pay :1 price th:1I yielded :1 ute olr rchon" to
equity investors th:lt is consonant with the guidelines cUHendy under
d~ve!opmcnt.

If the 13rgc facility only receives a c,)p~::.~j' credit for ·m'":(, of i~s

potcnlial outp·Jt - i.e.• if eQuivalcnt WArDA c3pacity is built :ll[ Ihc SJme lime
:lOll is fU~IY u.ied - then the overall ratcs of return drop to singl'c figures.
Huwever. even a 50% capacity factor will a!l(Jlw the farge.pbnt 10 rctaln 3n
acceptable return. The results indicate that the Xenel pJ:1nt is ;]Ln u.pcnsl'.ie
means of replacing gas turbines for ;ntcrmcdi:;HC loads, The TJiMc below :.;hv\~s

the rJnge of results.

Price of Gil Capacity Credit (or Xancl. ..
501 60\ 40\ 50\ 60~

1 5 7 4 ~ 1 '9 1 :> 2 -65 61 1 5 ~~· )l · ·
.." 0 8 0 1 3 1 1 .. 9 -50 1, 1 ., ,

G.- · , I · "- .... .. 'to

... 5 9 6 1 '5 5 20 '5 - ) '5 1i ....1 rt: J ) '5L · · · p (..,

J 5 9 ·9 1:3 9 25 4 .- ..; 2'6,~~ 5 1 )'· · · ~

The n:sulls imlic3le thJt the in\'cstmenB neceSSJry h> tmpklinerH thzs
sccn:uD0 on increase PJkist:m's .... cJurh hj' 31 kHt :5125- &50 mmiioo as tong :lS

lht= !;:ure f:lcllity is properly us'cJ. M;JCW~CtHWmicJU!", che investments in
this seen.Hao ...·ill have lhe following imfl'ctts tin Ihe CotUCrIlJI b::l!::wce. If nhee
competing WA rOA units are buil! :10& iOipef;)~iCd 31 fnrU '~Jp<ldti'., chen the
required investment for Xenc! will o\crshJ!doli'" the fud sa·.,ungs from rcrbcing
r he g3s turbines. The nCI chaoge in the e.~lern:d bJlJnce '.11m he: slight if
ih,~ \VA rOA units :lre not used :IS a suhs~ihille for Xencl. Ihcn Ute nct forcubr)
b3(.:iOce impacts will be slrongly positi..,c. Anrmal net reduction!~ in impons
will e.l;cced $-10 million, through '!:lving'S in borh fuel aoJ di:\pi:Ked imports of
5m311 generators. In :lddition, the inCreJ1NJ sqjlppl)' of bJsclOJJ power shouEJ
reduce hxulshcdding losses in agricuilure ami iindus(fj" pos.:;ibly raising
exports or substituting for imports.

The !:lege size of the Xcncl facility win ha..!c ;1 direct impJc~ on lhc
Government of Pakistan's fin:lOces. If the unit is buill in :lddt~ion (0 ocher
simil:u facilities, then these units ffi3,' compete for funding hom foreign
donors -e.g., support for Xericl through the PSW may come 3t tbe e:tp~me of
support for some other plant through regular WAPDA b{lHowin~t. In Ihe U~Jme$.ttt':

financial m:Hkets. lhe large size of the Xene! racility can be acc,ommodatcd
without cro'sding out other bonowf; r:o only if . (3PS domcslic finJnce thWUigh
bond sales that are una.."ailablc to the Go"'ern(1l' flt of Pakistan.
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Tilt" i,npMl.1nt imp:lcts of this. Sccn:ulo include:

o Oominance of the economic imNe's by the large plant
buih by XeneJ.

o Reduced ratcs of relurn in <:omparison wilh olPtions
nO'3vairabfc to WArDA (e.it., Scenario one).

o Ncr Present Value figures in 'he range of $J SO
million and up, provided th3t the Xenel (acilily is
oper31cd for maximum C3p3dly contribution,

o Net improvement in the forc~ign balance provided the
inveslment docs not compete with WArDA's program.

o CompcCition for funds in .h«~ domes.tic bond m:rkeIS.
lhesc\,u;ly of the competitiion depends on whether
the power in Ihis scen:uio re;pbccs or SUppfCffiNIt.s

\VA rDA's ,nvcs:mcnIS,

~("('n:l!i() ',u\,('; Current GoycrnmeUll of Pakist:)o plans can for !330 MW in
«hrt~ pJ::mas 10 be completed bcfo:e the end of Ihe Se"'enll~ Pt:ln. These pbncs
3te t"{pe,~ed to ,edutt cap,3city 'o:u:hhedding to less IhJn 1000 MW by the end of
the Pbn. For ahc energy conser\:'3lion 30ti IOJd m303gem(~nt option, capacrly
Uv.'ld -srfi{'dd~!lg win virlullfy dis3~JN~:U b,f D'J93.

[flCq~y shorlJ£es are expe.:led to cont;nuc through lh~~ end of the Pkm
fica UOi!. JIOWC\'t"J, Without any con~e,,,'ationor load management, both pe:lk and
inh'wnc'di:lltte luJds will conl;nue to be s~lorl through the end of the PJ:ln.
Sho'uU!! thc WAPDAjKLSC investment proge'lIn fail to achieve ils fun objectives,
ahtnn .luI of Ihe CJpJcity and energy 'from this investment program will be needed
!D fdusCI cJpJcuay :md energy shortages.

The Scenario 3 program includes 130 ~1iIW of coal fired thermal capacity Oll
Qo('UJ Jnd LaJ;hr3. The costs of power from these (aciJiIi'es appear to run
Sltuu(icantly higher th~n the costs of power from the 1200 MW oil fired pl:mf.
COn1cqucntly. ,J;!' an:lIysis indiC3fes rhal the ERR and the NPV for this set of
inv('slmcnl.s is well below 'hose of the eJlrlicr alrernalh'es. At 60% c:lp:lcity
coedit, Ihe ERR for 0'.1 prices in the cunenl lange is around 8-9% (see T:lblc
b.-Row}. Only 3t high oil prices, will the ERR's and ;;.c NIPV's approach the
SJm'C' \ ;:l!ucs as Ihe e,:ulicr selS of investments,

Price of oil Capacity Credit for Coal and Xcnel/UIOC
50% 60% 50% 60%

15
20
25
35

1.7
1.8
1.9
2.2

ILl
9.7

11.3
14.1

-331
-327
-322
-313

-79
-12

77
233
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J
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The 50% $cenarios are cs.sentiJJly 3 capital inlensive means of producing
inlcrmcdi~te and peak power. As such. lhey tend (0 be more c;(pensive than
other 3lt~rn3tives for meeting such loads. Even if the plant does in fact
operate 70-75% of the time as was assumed for the an:lIysis. the power will need
to be valued 3t the maximum level for virtually all of those hours. Even when
this is done. the power hom the coal planas is mote expensive th30
aHernatives.

The main explanation for the high power cosas lies with the high fuel
costs. The Lakhra feasibility study sponsored by USAID found that tf:c cost of
coal from the Lakhra mines would range from S2S-45/tonne in commerci31
quantilies. Moreover. due to the poor qU:Jlity of the coal. 1he plant
eft iciency is lower than that at 3 ccmpar:Jtbly sized oil faciliity.

loo~;in8 just at the Xencl/NIDC complex. the project's economics improve
considerably. The ER R's go up aoout 2 percentage points iin each scen:uio.
~fore impOrl:lnl, though, the NPV's rise considerably. The net garn 10 SO.cicly

is usually Jt least S100 million greater without the two co~lI plants than if is
wilh them. The next Table details those differences.

NPV ($H)

Price of oil Capacity Credit for Xenel/NIDC
50% 60% 50% 60%

J

I
I

I

I

15 4.1 10.1 -205 16
20 4 • ~~ 11,9 -202 ~H

25 4.4 13.6 -197 112
35 4.6 16.7 -189 328

AI high oil prices and maximum c:lpa<city credits. the NPY's for Pakistan
simply Jppro:lch but do nol exceed lhe S3me values which c;;10 be provided by lhi:
smaller investment set. number one. One funher extreme, :JI 65% capacity
creJil. will provide Pakistan wilh ERR's :md Net Present Values in rhe same
r:mge 3S those for Scen:ario two.

The coal projects, on balance. will s;'\ve the co:mlry fore~ign exchange.
Annu31 fuel savings will 3mount to almost 530 Million at current oil prices.
Over the twenty ycar projf:f life, the coal plants will save more than S95
Million in foreign exchange in present vaiue terms. That is" the present v::lIue
of the fuel savings exceeds the prescnt value of the imported plJnt and
equipment by a]most SIOO Million. Such foreign exchange savings must be
weighed against the net domestic coslS (ne;gative NPV) of thle two p!ants. which
exceed StOO l\'fillion in present value tf'rms. In addition, the: coal plants win
provide at least 3n additionJI $20 r.fimon un net benefits (domestic or
foreign) 3S oil prices reach S35/barrel. The co:1I plants are not expecied to
h3vc other significant macroeconomic impacts on eilher domestic credit m:ukets
or on the Government of P3kislan.

The larg~r Xcnel/NIOC project will have only moderate impacts on Pa;-:is~=m

as :1 whole. As the financial analysis h3.s indicated, Ihis project is
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ANNEX R
1\.1.0. l::xpericnce Kith Private sector PlOwer Prograll1s.

Uw I.:ncrgy Commodi ty and f.quipl!\\enl (ECE) progral1l (a Commodity Jrrv,'ort
Progr<ur.) t the f'lergy Conservation IJlcogral'll, and the Lakhra Cool Mine and
PO\ie.· Generation Project. under the Energy Planning and Uevclopnrent
Pro j"'cl t and studies of private sector power generation in Pakistan hav~
rcsulltcd in the follOWing lessons learned:

.\. "(he private sector in Pak istan and priv"rte companies in the
dcvc lop{~d countries are seriously interested in Ilk_king substantia I. long
term Investments in power generation, as evidenced by the more than 'to
profQ'j~lls being explored in Pakistan. (Source: diiscussion with the (j01'
dud PI" i vate sponsors)

il. In structuring the selection process for private pOwer
proj,~cls. procedures for appl kat ion. approval and accounting for use I1)f
fund:; urJust be streaml ined as much as possible to meet the needs of
pri V,Jltc sector Hrms for rapid decisions and miniaral paperwork
requlr':ll:1cnts. (Source: AID CII:' Project Evaluatiof.t & 11 Power, "b\n
Analrsis of the Commodity IlWport PrtOgralD as A ~~dllanisLU to finance
nene~,':JbIe Energy Transact ionsu , January 1988.)

Co lhe experience with tlte unexpectedly liallited use of the pr i vate
scctffJl pvrlicn of the Energy C()~dities and htuipment program suggests
that, in aud: t ion to complex and iClllgthy papenIOrk. requirements, intcn.>sl
rate levels and other repayr.rent lerll1S can significantly effect demand for
loan ass i stance funds. Thorough consideration to banking and finaucia J
requin:fficnts are essential prior to establishing a loan program.
(Som'ce: AID elP Project. Evaluation-1988)

IJ. lhe institutional capability in the GOP to implement a p.'ivate
poWCI" program must be signifiomtl)· enhanced in order to deal with the
complex electr icity pricing, project solicitation" and contractua I
agrePiIlcnt issues involved. (Source: Arthur D. Little, "Opporlunit ics f€)(

I'l"iv.ale Sector Power Generation in Paldstan", Novelinber 1986 and Hagler,
Bailly & C{)mpany, "Private-Sector Power Generation in Pakistan:
Potential. Impediments, and Policy J[ssues;!, June 1'S86}

1:. Professional financial ad',risors and institutions that have
priOI" cxperience with nongovernmental project financing, capital market
oper'Jtion, project negotiation and project risk analysis should he
involved in advising USAID and GOP frOiD the beginning when establishing a
priv.lte po\.;er program. (Source: ~t:nthtech, Inc., 11I1nvolving the Prh7ate
SeetIn' in Pakistan's Lakhra Coal Mine and Power Generation Project:
Lessons Learnedll Di-aft, October 198~.)

F. lhe GOP must allow the private sector SOllle flexibili ty in
prop lsi 11& solutions to power generation problems and in Hegot iatin&! £inal
projf~ct agreements. (Source: Matht:ech, 1986)
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(;. To attract private sector pcntlcipation and private capital,
prn';"I' f'un:hase rates for J>rivate rJOwc1' projects must allow sponsors to
Obld nt 'HJeqU<l te ra les of return on tlu:d r e<tuity j nvestments over the life
of Uue project. (Source: Arthur D. l.ittle. 1986)

II. All) PIHVATE SECTOR INITIATIVES WORLrn~IJ)E

Since its inception. A.I.D. has supported programs to increase the
pan icipalion of private enterprise in stimulating social ami econOll1ic
groh'th of developing countries. lhese programs have sought (I) to .'emQve
roadu'lodcs to private business investment and operation, (2) to provide
crc;Ji t t..: businesses in developing countries. especially small anll
medium-sized businesses l and (3) to bring about ~ .,;t:itutional development
<In(! p.ol icy changes that would pert!llit operation of fn~e market systems.

'Ihere are numerous lessons that c'an be derived lfrom this exteush;e
explTlcncc that are applicable to this project:

A. Defore specific projects can be successful" there must c'(ist a
fav'Jrdble pol icy and institutional climate for the participation of the
private sector. (Source: A.I.D. Bureau for Private Enterpdse. Annual
Reports various years; Hagler) Bailly & Co •• '~utH i ey Power Generat ion
in [nd ia I s States of Gujarat and l·bharashtra: Potential. Impediments anti
Policy Issues", June 1987; Hagler) Bailly & Co., tlPrhate-Sector Vower
Gen...::ration in Thailand: Potential, llmpediments, and Policy lssucs u

,

Nov~~lilber 1986; A.l.O.-sponsored Center for Privatization, Inc. various
counlry studies; A.1.0., "Power Crisis in Developing Countries:
MagnitmJc, Impacts, Solutions t and the Role of the Private Sector", a
Draft Report to Gongre~sJ ~~rch 1988)

B. h'i th many developing countri,es de\'oting over 25 percent of
their development budgets to the power sector, one of the most serious
con"'traints to the expansion of power generating capalcity in developing
countries is the lack of adequate financial resources. (Source: horld
Bank rel->orts; A.I.D., Power Crisis Report to Congress, 1988; Arthur U.
Little~ 1986; Hagler, Bailly &Go., 1986 &1987)

C. By introducing competitive Barket forces, the actions of
private enterprises in developing countries can result in improved
effIciency of operation and allocation of resources, thereby reducing
COSlS of operating specific acth-i ties and attracting, neli SCUl"CeS of
investment capital from private financial mark.ets that are not accessible
to governments or govern~~nt-owned enterprises. (Source: Ibid.)

U. Private participation in traditionally government-mmed and
operated activities, such as electric power, can range from complete
privatization of a sector to contracting out only specific services.
Gi \"('11 iust i tutional resistance, it is often best to focus 00 pri vat i:ing
onl)' specific components of a parastatcll system, such as new generating
plants. or distribution systems, rather than the entire system. 111is
limited privatization approach has been proposed in Costa Rica, lhailand,
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Sri L:mka and the lX>minican RepuM ie. Since 1985 in Sr: Lanka, Uu" I.all~a

l::iCCM r k i ty Company -- a govermllent-mmcd company organizcd to opcnte on
a cO~'i~umcrcial basis with a view to evcntual sale of c:ompany stock Lr.) the
pUbllc:--has assumed distribution functions to 10 100:al areas and :'JS been
suco"'Ssful in decreasing cnergy losses and accOlmts recei vable and in
il1pl"0\71ng overall serv:ce. {SQurce: kappaz and ~{enentlcz. Draft
uNolllltil ity Power Generation Study in Costa IUcau , 1987; Asian
Veve!«Jp,rrtent Bank. :'lerms of Reference' - Institutional Strategy Studt of
LLCO. Sri Lank.a" , February 1988; Center for Privati1mlion. variolls
repcnls; A.l.O., Power Crisis Report to Congress .. 1988)

I:. Given the high level of perceived political and financial ris~.

priVJt~~ Hrms irom the host counlry and donor countrics need assistance
in d(,:v~lopin~ and finandng projects. This assistan<:e includes
idcnl Hying unplcmentablc projects, understanding h~gal and
admill iSlf'alive ccnstraillts, preparing prefeasibility and fcasibil Ity
studies. negotiating essential 3~reClWents, and obtaiiniDlg needed short and
long term debt and equi r:y financing. (Source: Various reports SUIJportJ ng
TUP leasibil ity study prograc, A.l.U. prefeasibil it)r and feasibi ity study
projects and PRE technical ac;sislance programs, Uepartment of COmtn~l'cc

ovcr';C35 marketing and International :'lajor Projcct llr~cking System. OPH':
feasihility study program, E:d~ballk ~ngineering ~'kJ1tiplier Program).

III. I:XPl:.RIE~Ct Of IUR1\l;Y IN PRIVAtI:; POWER GENLRAIION

\. In developing and iElplenrenting its privat~~ power poliq". the
lurk i sit Government's premises are similar to those of the GUP; 'these
premises ace:

Private Power is a l[leans to raise additional capit:J1 from
domestic and non-lradi tiona I foreign sources while Iilot increasing the
govenment •s £inane ia! obligations;

Pl'"ivate Power can improve efficiency of plant operation
and lhereby improve service by helping to cnd JX>wer shor'tagcs

Private Power is seen as a means to avoid waste an,1
ineHiciencies of civil service and public sector operation of pOllier
syst'~ms; and, . ,

Private Power is em'isioned to encourage competitiull and
illllovat ion in power sector. (Source: Dr. Charles Cicchetti paper on
lm-kt:Y'. UK and PURPA experience and with pri'late power, 1983)

I!. Turkey has uscd competi tit-we bidding for small and mediull~-sized

projects lJased on a set price of 65 p'ercent of the retail price. "lhe
proC!.~$s used modified bidding folowed by ne~otiated contracts for its
largf~r projects, yet none of the larg,er projects have been constructed.
(Som"ce Cicchetti, 1988)

C. To ensure that export credit agencies lEO'l'SJ of tfevelopc,,-V
countries could provide direct loans or loan guarantees without sO'o'errig,n
guar mtees from the l.::Overnmcnt Of "lurlkey i substant iatl efforts were ucallc
to d".:vise a debt security program acc,eptable to the heA's. Ultiul1i1leiy.



I ummu h'\li ~overnmental guarantees ~'erc r1e<luire(t for prh-.ue power S~!mS(L~rS

Il'o be ~Dhlc to obtain commercial financing.lhe GovcrntilJCot m Pal< vstt:m

~TIust :;1 i $0 address the issue of backstopping securi ty arranCl11<cnlS (or

I:C,\ ~ s. ,Source: Eximbank pre !iminary cOlv.mi tl1Hmt ieUcr for

Jhftlhn-Qi~H~'lr~nsfcr pro.iects in lurkey. 1987; Ilechtel1 Financing St!;-v'•.'!ccs.

'uK •• "Private Power Develo(m'.'Cnl in Oeveloping Countries-H... paper

J~rl':p'Jn~d h:Jl' Office of f.lleq~y! A.I.B•• :,ovember 1981;. {)~Hont

u,'tH")n-Lolmlllg, & Xafa, "OffIcHllly Supported Exp.ort tredlts ·UeveBOIJm~nt

and i'rospec'ts" !PtF Feo. lary 1988}

IV. ptHPA LESSONS

Ihe Publ ic Utilitj' Regulatory Policy Act (PURPA) prOVides. ron Ole

sale ')! privately g~neratcd poller to public lItiiitie~) b the ~J~~ij1tt';~ti

SL1l1"5. It is the best knOnil and IIlOSt, weU developed leglsl:H.ioli1; of H~"

kind.

\. PIJRPA prlJ;\,cs that i ndep-elbdent po~~er proJuc!ers. H prolJ' ~\,ted an

adeqnUl.e price (or pOiier f can raphHy and efi.octil;"el~· construct

f3c1 i n. ies and produce p·ower Un the United .A.ales) >

(SotH'O:::' Cicchetti, 1988)

B. b:per icnce by U.S. uti! I it ies under PUtq,PA has resulted in

nO't'Cn,;fcll ~ to~a rd i os li tut iona Ii z i! ng t\ol"l) means of procuri ng power hOIn:

InJel"cn.lent Pm~'er Producers:

COi'lpet j t j ve bi.dding for sln.all and mediiuJ11i size fae bft utt les

thalt.dn~ relatively standard in size. deSign and system operation;

merit order selection based on analysis of sponsor

qualqfications, price of P'O\.;er proposed, type of facility proposed. etc.,

which 1'S generally best for large and/ol~ more compUcated projects.

(SmJn:o:: Cicchelti. 1988)
Even ui th the PURPA encouragement. private power

product inn in the Uni tes States Has slm-!er than expected in cOlThing lLo

fruition.

v. 'IUBER PRIVAJE SECIOO .f{Jf~ER HUIIAIlVES

'1\. 111e government must recognize that there !is a risk reward!

ualam:e and that compensation Cl:ust be based on risk assumption.

l)eve hJipi ng country governments seeki I1Ig to achie\'c the bencHts of pd 1{-1 te

pmi'er I:lnusl assume some level of risk. They eust be wi II iog to perl1111lt

adequate compensation to pri vate sp.onsors who are fIf~qui red to bear

varinus project risks.

tL Participation of host country nationals as equitY' pan.icipants

is essential to project develop~ent.

c. lAIe to high front end risk prior to and fol1o~ing obtaining

ietl~rs of intent, project sponsors are in !iced of assistance in Sharing

devc!opif:"ufent costs such as prefeasibUty and feasibility studies.

(Snurcc: A.I.D. $ Power Crisis Rep.orlt to Congress! 1988)



nl). hor the substant ia I resources (jf export crcdl! t agencies to be
JIl.'JUQ nUvU(': for private po~"cr projects. tlht~re must be a solution to the
iC'DnO u<c1t bC'l~ccn (I) their desire to ha'~e sovereign gtllarantces for th~,dij'

l~)ri'ms.,md loan guarantees and (,0 the (h~si rc of host ~:overmllents to Ii rl'li I t
cOfnti~~.gent Ilabi lilies that appc.H' on their natioll<11 balance sheets.
(Smu<le: Ibid.)

h. Obtainin~ long lena financing ·at reasonable rates is one of the
:(;)I)st s,ugliiificant problems facing iuivat,e power spensor's. (Source: Ubid.)

L Lack of dde<luate coordination of the mult i pie U.S. agencies
Unit (JHn provide dssistance to pri'Jate (1oMcr projects in developing
cl'(YmH« h!$ ,JnJ lack of coordinat ion ~ll17;ong the donor nat. ions and
'rr'IJnu.Hc:fJll dcvelcp,mcnt banks hawe been cited by potcnltial project
Sr{~'iU":')i s, .;,$ .J serious proble::a in \OibtJining the resoun::cs for projects.
iJSom (,,: Hibid.)

(,. ~~n)j.,:~ct sponsors. inteHmtl{onal finance agencies. and
devd ung c«mUu.f)' g~)vcnmlents hawe all noted that UN~ lack of a stng.ie
5ug:1Wd ~)LJ""er purc:,ase agreJiticnt. !1luch less a cOfl:structr.~~d and Qperatimg
prU':./;J'u: pm.;'cr phmt as a model for other projects. has been a sern(J~»s

j,r:euut to the prDmotion of pr lvale po',.icr. (S(}un.:~~: Ibid.)



lu\1ALi'SIS OP fQTENrTlAL SUflPROJEC;rS

turing the Projoct design efforts,. SfaT/EY expre,2~sed considerahlf'

imerest in the fimmcial and toctmical viability of potential

SUbpf<0JjO:lS. A total of forly projoc:ts ",-ere jn"esUa:ate~ and fi'lf' w(>re

sub jiC'C led to deta i Jed cost ana lyses. 'The fi ve it~luded furnac.e 01 1.

coal. !!,'3lS, diesel and cogener;,1tio41 technologies. Tft€~ proprietary of,Hure

of t.he ~lala used in the finaociaJ anal:rsis precludes pub) ishing ~felaDs

on uan:H'Jidual projocts. General infofln3tion is presented in the

roHo~tiing tablp.:

PRIVATE SEllOR PROJE(1S E'17v\UJATEf} BY S&T/EY

Ouaracteri sties

I . Size of Pro j 0:: t
2. Tota 1 Plant Cost
3. Equity Investment
4. ESlj~aled Electricity Price
5. internal Rate of Return

Range

il - 600 ~!'k1

j~4 - 455 miJlion
;~S\

S.5 - 1.0 c/r<wh
L7 - 26.4 \

Average

158 ~n'f

:U24 mi j Bion
25%.
6 c/Kwh
11.2 %

Actual project costs f:Jay wary [rolD the costs pnesenled in the
• t

tabl'C, \ihich are illustrative. The cO:Jitparison of different subprojt'Cts

will result in price cOlT;petition both ",ithin and across tochnologies and

fue) s. The GOP wi II selec l projoc ts that:

L Provide a greater use of indigenous resources.

2. Ha\1~ ]oloier electricity prices. and

3. Provide greater eorr1o}'ment and income impacts on

Paki sum I s oconooy.



AnNEX T
DRAFT ERYIROUMENTAl ASSESSMENT GUIDELINES

1.0 iNTRODUCTION

1+1. Background

The goal of the Private Sector PO~!r Project (PSP) is to promote
socio·economic development in Pakistan 1through increasred electrical
gene.-ation. The project is part of a trAil ti -donor program that involves the
United States Agency for International Oeveloproont (US,AID), World Bank,
Asian Development Bank (ADS)j the British Overseas Devrelopment Authority.
the Japanese Overseas Economic Cooperatflon Fund and o~her donors. Tnese
environmental guidelines have been prepclred to insure that the environmental
requirements of these bi - andO"Julti-la1teral funding o:rganizations. as well
as those of the Government of Pakistan ~(GOP) are considered by private
sector proposers.

1.2 Guideline Purpose and Scope

The purpose of the Environment.al Q ..ideljnes is to proyi~1e the private
sector proposer a framework for preparing an Environmental As,sessment (EA)
from ",blch significant environltlf:ntal impacts as well a:s alternative designs
to mi tigate such impacts, can be determiined. The Environw.entai Guidelines
are designed to dj sr.riminate in the levE~l of detail re1quired fo.· the various
types of plants and provide a format for proposing an lenvirooment.al
assessment document. Toward this end j proposers should fCI;us on those areas
where cost-effective environmental solutions are possible without affecting
the feas ibi Ii ty of the project. FrolJ) the eva luation of impacts. mont toring
programs may be necessary to assess the project IS impacts and to provide a
mechanism for managing environmental effects as they ol[;cur •

.
1.3 Appll cab Ie Environmental Requiren:Ents and Regulations

With the prOtilulgation of the Pal - ;tan Enyironmenttal Ordinance of 1983
Oic. XXX~/II) GOP has initiated the mechanism for formulating national
environmenta1 pol icy and developing and enforcing national enyironmenta1
qua1i ty standards. Pol icy and standards approval 1s the pur'll ew of the
Pa~istan Environrr~ntal Protection CG~nc~l, ~hereas standards deYelopment and
enforcement. as wen as other environmental programs, tare administered by
the Environmental and Urban Affairs Dhriision of the Ministry of Housing and
Work.s. Currently, no environmental standards have beelll adopted by th,e GOP.
Howeyer, draft standards have been prop"()sed that ftOuld restrict the
discharge of pollutants into the atmosphere and water. For major projects.
the GOP has requested the completion of an Environmential Pro Forma. This
Pro Forma is a comprehensive questionair'e of all potentiaTenYlrOnmental
impacts and provides the GOA an assessment of environmental impacts.
Additionally. the GOP and provincial go\/ernments have ,established
legi~.. lation governing antiquities, endangered species. national parks,
wildlife santuaries. game reserves, forestry and water managerr~nt.
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PSP donors also have established environmental procedures and
gui de11 nes that must be cons i aered by private sector proposers. These
procedures and guidelines include those applicable to: (1) USAlo Projects 
22CFk216, PO-b, Executive Order 12114. :Section 118 of the Foreign Assistance
Act of 1961 and Section 119 of the International Environmental Protection
Act of 19&j and (2) World Hank projects - Environmental Guidelines (1984)
and Occupa tiona1 Sa fety and liea1th wi de1ines (1980). These donor agency
requirements have been included in the environmental guidelines.

1.4 Description of Potential Impacts

The construction of power plants will impact the air, watel,
ecological and social resources of Pakistan. The significance of such
impacts Will, largely depend on two factors: facility type and
environmental assimilation. First, the discharges of pollutants and
resource utilization dependS on the tYP4~ of facility con~tructed and its
associated energy source, i.e. coal, oi'l and gas. For example, utilization
of low-BTU, high sulfur coal, can produce significant atmospheric emissions
and a concommitant effect on the environment. Conversely, use of natural
gas (even at below grade quality), produces significantly less atmospheric
emissions. Resource development and us.~ by the facility also produces
secondary effects which may translate t4) significant social, health and
safety effects. Examples include coal mining health and safety
considerations and the diversion of existing resources for power
utilization. such a- water taken from agricultural use for power plant use.
The second factor (; .e. environmental assi,nilation) depends on how well the
local environment can assimilate the pollutant discharges and accortmodate
social needs.

The canai date private sector pmrer projects that may be funded
include: cogeneration (15 HW size). gas turbine (100 kW size), diesel (20
MW size), oil-fired steam (150-1200 ~'A sizes) and domestic coal-fired steam
(3u-150 MW sizes). The potential impac1~ associated with such projects on
air, \lia ter, eco1ogi ca1 and soc ia1 resoUJ"ces a!"e presented below:

Air Resources: lhe major environmental considerations involVing air
resources inclUde the total quality of cktmospheric emissions and the
resulting impacts on air quality. Currently, there arle no emission limiting
or ajr Quality standards in Pakistan thclt WOuld effect potential projects.
However, the oraft GOP emission standarLS which are listed in terms of the
total quantity of pollutants emitted, could limit the size of a facility
depending upon the final promulgated li~Dit. The emission limiting criteria
recorrmended in these Environmental Guidelines consider the World BanI&:
requirements as well as ~~e type of projects that will likely be developed.
kore importantly, ambient rir quality c,'iteria have also been developed for
these Environmental Guidel ines using recognized limits to protect human
health and welfare. In determining con1formance with ambient air quality
criteria, the dispersive Characteristics of the atmosplhere must be taken
into account.
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hater Resulrces: the water rescurccs affeclted by the private s(:cll!)(""

1":,,\,", i'mJ~:cts may involve. the conslmptive '15e of lfreshwater tor oJoling
,HId $':'!\'lce water ICQJirements anti discharges of contaminated t.;atc,s. h)r
5kwl dectric plants located inland. con~umptive \J~>es of freshwater include
I'<iHh V}i)l illg and service reqJirements; plants locatc~d on the coast N'1l1
I'~qlll(~ only service Kuter. Cogeneration, diesel. nas turbine and combined
cydc: plants rcqJire fresh water in varying annlnts aepending upon their
dcsq:-u. 1-or private sector proposers. freshwater m~eds rust be lull)'
eval'llted (llring the feasibility stage.

"'lthrugh freshwater resoorces are available along the lOtUS valley
III ~JI l t ic Icnt (panti tics to accot'loodate the needs of the pro[;Qsed
LJClln;es, obtaining 9Jfficient freshwater qJantitiif:s in othcr areas m<Jy be
dlt (l'HIt. "or the latter, the use ot dlY cooling systems, ollce-thffJugh

;ollHg systems using sea w"'ater and/or desal ination oust be considcred in
nlf~ t.cil ity design. In addition, to design considerations. freshhdler use
na~ t pc approved by the t,lJP and plovlncial government. as water al !QC<Jt ion
is >2, l.illtcd by l\APIJA and the provincial irrigation departments.

Potential water discharges 1 ikcly for PSP projects may include:
em \ i ng system blowdown; to Her blowdm-n; dcminerallzer bada~ash ami resin
l!:~t'IH'lator kastehater; ash transport wasteHater and! runoff from coal pilcs.
~!5h Ililes. and the site; and other misceHaneuls IO\otI'-volume Hastel,.atcr.lhe
,"\:{ 'Ill of ~mpacts depends 13rgelY on the receiving body of water. Several
l)l th,~ larger potential h'astewater strea\US are relativel)' clean, e.g.
cool Hlg system and boi.ler blowdo\oln. antI can be eithtn discharged to a
SII Lace body wi th minimal effects or can be lecycled. Other sllC<lms can
,~collu1;lically be handled using eV3(.'Oration ronds. In the case of oJll fired
LJ'-li Ities. potential spillage into surface tiater will necessitate
'':,iIlSI.leration in the design for total containment.

~cological Resources: lhe potential ecological impacts of private
sect"}!' ,::o'ier projects illclude the re~)Yal of habitat by plant constluctlon.
J i I ~':lli S5 ions effects; ent rapment. ilDJPingement and entra inrnent of aqJa t ic
;)[J,;ullsrns in cooling systems; and eftects ot transportation 5ystenls. "Ihe
Si).:lIltieance of 9Jch impacts depends upon the specific plant design and the
pod q~ ie<! I systems affected. "'hen evalua t ing the ecological impacts certa in
des I pi fea ill res should be evalua tcd:

. I

l. Site location and construction technologies.
2. Cooling system intake and discharge location,
3. Cooling s}'stelll ihtake and discharge type, and
-1. lhermal and chemical discharges.

$acio-economic Resou rce: "lhe goal of the PSP Project is to plonx:>te
SOl-ill-economic development in Pak.istan thrcugh increased electric i ty
gencldtion. As a re9.llt of increased electric rower. social development
'iill hencE i t th roogh increased indts t rial and agri0l1 tu tal act iv it ies.
Socio-economic impacts ,,,,ill, hOliever, OCQJr from the PSP projects and
po l"!l t ia lly include: changes in land use. employment and economic p"e ttems;
Iilcreases in demands for facilities and services by project petsonne~;

eH~'cts Qt 9.Jbprojects on the health and safety of horkers; increases in the
'IS.')[ t rans(X) rta lion systems; and losses of ill I tu ral , historical and
a rc:ueolog ical resoo rces.
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fhe dppl icaMe b""VlkON"ib'1'IJo,\L UUII:IUjo\ lor pilliate sedor u'uoydS IS
Ptt""'~"UI\{:d in lable 2-1. l'1(:se criteria kere tlcvellt:>,'(:d from ":11"
"~nh i mn!!lcntal g'J Idel tnes establ ished by the norld If.ald~ dod t oom:
letJm'Ological consideralioos~ lhe '''orld Bank gJidt~1 lUes aH' C(lint', ~dettedl
,r¥\'JI,,;,pdate since no envir-onrn..entdl standards have been PU}rlUlg<:lkd au
P~rff; istan.Jhese criteria shoold be itlcor~'Orated :in the EacH iq ,k-S,Jipu Itt,.
pln:Jlte sector J-xnwr 9Jbprojccts •.md in the prcpalralion 0. Ute Bwn Im,m~·nla.

t\SS(I'SSffien ts.

Ihe airelJJission criteria are listed for fossil fuel·nl~·~u St."JI11

eI1'{..lric. gas turbine and diesel engines. hH thE~ steam elc<Ltllc faCIS vues
th,- {~titerJa can gencrally be achlcved with good <:omtustlUn prJ:cHce"> .md
il.oiO~,;tlIt Jx)lIution control cQJ:p(1'ioent; the s1ltur cII:mlcul of hlel Hil t.,,~.ld

fJi.[)!. he 1 imited. loal-fired facIlities ~rld like))" be fCQJJfCd U'~ Hb5tall

~lUuer an electrostatic precipitator or a b.agh{,'Use~ for paltJruLtk m...»H~r
({:mUIQI. and hm NOx lumets. 5\1S'!~. the use of lmi-BW high SJHIf U»J) Ina}'
ch']) reqJUc S02 Icooval.Jhe lilWlts specified for gas tul~qHt'''5 vcUr-cl
{h!~ actu;Jl h.el type used and giCH>d ,operational pralctJces. (jJ!Cs("U
QCH''::f.:Hors. 'ft\lich cwld w rn either distil late or res.dlal tJcl nH. ;:ne
cm i:- I 1mitcd to &cod cornlu s lion IH~)i(:ti ces th COJ gh an opaci t}' I f IiH t,) It U'l~» •

/V;ii-tent airqJality limJHations reflect the needed pWle:.. tuo'ti l}i~

he,d thand Hellare ot Ule genera; ~ublic.lhcse limlit~Uons wCW b~~<'"J on
ivodd I:ank standards and ale consistent with the 'iorld Health OtgdJu:Jt.ion
cntetia.

life leco~ndations (Of stad:. height and 'lclocitr consS'Ut'i Hue
JYJl.'nlial Eor aerodyuattic oor.Ti~sh which can prodJce ground ICItr6 rol Lt taut
c{1!JJKenlratlons 9Jbstantially hIgher than the ambient air Qj ..dit~
li,llll.HIOfiS. 81 meeting these standards the potential for aeH.Hli.\~aW!lic

.b"uhash is greally ledlced. In areas of complex terrain, i.e. dde.bS where
th'-' terrain is greater than the stack height, the stadt height lin}' h,b\'e to
iN"' higher than that recommended br Ithis fornula, to redJce ilitPdU.S to these
a 1',")5.

kaste\.ater discharge frO!)] pmolcr plants do not geneldt I) <'..-out-nll
SJbslantial qJanlities of toxic poUutants. As arestJlt, most U'U~~el plant
....3<ile"'ater can be economically trealted with com'entional tn:alLlli'.'p.et s.ystems.
the ",ater discharge criteria, theref:ore, recognize the usc of lC'chm)logies
9Jch as n&ltralization (criteria 1)11 sedimentation (criterld 3). and
oil-water separation (criteria 4).
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Llhl c 2-1 ENVIRON)t~lAL CRITERIA FOR PRIVATE SEctOR POWER PRODUCERS

I:nv I (Onmen ta 1
Category

1.

Criteria

f'OSSlL fUH. fliH;[j Slb\H UJ:.CitHC
GhNf:AA1UiRS

a. StUur Lio:ddc (SlJ~: .$54..
~tf It~ay Ipi all t (500
tonsJday/plantJ at .~1fual

CJpa.city "actor in (U ral
<treas; 91 ~illtlayl ...lant (l00
tonsi/day/plant) at anrrJ~l

capac! ty facto r in u rbao
a lea,s. ~n:< inum COHeen t ra t ion
in sltaek gas shoJld not exccctl
5.UUIO mg/m3 •

b. ParHollate rAaUcI: 100
mg/rnn concentf3tion in stack
gas; ISOlmglm-> can be
acce~pted to r lU fa I ':11 ca s •
Visible emissions shoold not
exc€~ed Zilt opac it]' on an
average basis.

c. Nitlugen OXides lNOx): Z60
nglJloo Ie heat inpH (0.6
Ib/lOb IHU).

hJiJ»!tUlote
JrJ: tiITlIO-3
u: Ifmlcro i 0-6
Ill: Guano 10-9

. .

2. GAS IUfUlINrs

a. SOl: Mlx iuulll 0.8\ Sl.1lfu r in
fuel oil.

b. Fa rti011ate ma ttcr: !ods ible
emissions should Hot exceed
20\ opacity on an average.

c. NOx: 200 ppm tl>x as
nitrogen dioxide HI stack gas,

->. uH:SI:.L ENGINeS

a. Partiollate ~'Bttea-: visible
emissions from the engines
shOJlld not exceed lO'i opacit)'
on (lIn average basis.
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I. SOl= IOOug/lli/3 aflr1'Jal a\·'?r;'l~(>.; 500
uglm3 G'.axiI'JJID 24-1100 r average,

2. Pa rt i OJ Ia te lola tte r: 100 u g{n~) .HlnJ-i I
gcolO)I!tr Ie rooan; 500 ug/CJ3 m0i;duuI'll
24-ho,J r averag,e.

3. 11°2: 100 ug/m3 annual a,,·eta~·~

lhf! nantruln stack h,elght ShOdld be based on
the I:ollowing calOJlati~.m:

~I 0.9 (II + 1/2 L)

~)hcre: H = UJ ilding height lm)
L s L.csser dimension of ei tPlpr

(Jw height Of width ~m): ot
the la rglest nea rbr tu H ding

:'lIot less than 15 mls.

L The pH of all djschalgc5 will be within
the lange 6-9.

L lhere will be no dj5cha rge of
JX>1 )'chlo I ina ted bifJhenyl ll"LBU
COlnp:umJ5 cornnxmiy used as transformer
flu ids.

3. 'Iotal sJspended sol ids: lUO mgl.i..

<1. Oil and Grease:: 20 mgll.

. I
s. i\atel used to l:ransjJOrt botlum 01 fly

ash will not b(~ discharged.

6. ChlorIne concentrations (free 3,..ailablc
chlorine): O.S mg/l maXil1lJHl and 0.2
mg/l ave I age concen t ra tlons (NOH;: In
certa in si tuatiions ~here sensitive
ecological species may be imV<lcted;
total residUal or free lesidJal
chlorine shoold not exceed 0.05 Ii'Zgll.)
Neither free av'ailable nor t~tal

residlal chlorine will be discharged
fIom all}' unit for ItOle than l n~ rs a
day or llX)re them oneunjt at a tili'..e.

7. 'The rm 1: to lEO re than SoC al:o\"c
intake water; a 50 1i.it mn)- be
fe<pired in certain situations.
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(lable 2-( ConUffoJed)

8. ~t)intcnance cI.eaning wastewaler wi II
not be discha rgcd.

9. for hydro projects, water discharger
:;;:t,>~lld be coordinated with the local
irrigation department.

hAl U{ INIAl\.l: SlIUJC1URE 1. Intake velocity shoold be 00 greater
than 0.3 m/s.

1.h,\ I U{ UI SCHARGE 51 RUClURE

Z. As practicable I intakes sha.tld be
1oca ted away hom I i tto ra 1 (sho Ie 0 r
beach} zone 0 f the wa te r body.

3. Intake should be located as to not
affec t t ish breedIng areas.

~1Jlti-fOrt diffusels shc~lld be used as
pract icable £0 r dispe (sal of hea ted
water froll onc:e-thrcugh cooling systems.

2. l.oca t ion 0 f d i scha rges shoo I d cons 1der
the potential lor dispersion offered by
apart 10J la r \.Iia ter body.

• I

1.

...
1:..

hhere plllu tan t concent ra tions are
appropriate, evaporation pontis shoold
be used as lnlch as prelet icable to avoia
9.l rface \.later discharge.

Ash disfOsal should oeWT within cells
with topsoil covering a completed
cell. mnofE should be diverted to an
evaporation pona.

3. Land <Jisposal of oily wastes (i .e. oil,
solvents, tnmstomer flu ids etc.)
shwld not be performed.

4. A sedimentation and erosion control
plan rrust be developed.
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nable 2-1 (ontiJl,JCd)

,'in crrcbankment shoJ 1d be cons t ttlCl«',j ,tI"tHHJ

all f.uel sto rage tanks and lIamB m~

iacH [tics. '1he embankment shoo J~j be
designed to retain tlhe (ull/potent 1.11 \'OhJll\e

ot Ut(! tank.

M sinn if i can t i mpac ts to cndallgc H~lI. f ~JI C

auo \ulnelablc speci,cs as listed Ib)r lijll'

V,HMO! ttee 011 Intematioual 1 lade or
eIllJan~~ered species. the 00.1' (Zoo I fJigll:;'; I
3.t I'Ve)' IJepa r tment ami Na t. iona I to. t f,le II I Ii) r
COnservation of WIldlife) anti I-HO\ HRi,il

govcl1111:-ent wildlife I!u;anagcmenl bo,ntfs.

I. ~l;orkers: No gwaler than 9(0; dec rblcls
,1L-",eighled (dm\) for an lj-htn r 5bHU;
hearing protection can be use-J.

3. In residential areas: 60 ult\ dia, tRifle
Jind 55 li.eA night-time.

1 • SecemJd 1')' grow,th cffects to t~H;- gc'uC lal
fOJUlation shaH be consitlcreJ Itt the
project de\i'elopmenL

2. Impacts to tribal people shad I bp
mi liga ted.

3. (bmpensa t ion sht)tJ 1J be made lo

cJIi splacedpeopL4:~.

A health ami safety )plan sha.ild lJC ucveeloped
and based on the i'lo fit d Bank OCQJ pel t ~OiM1
He.lltht and Safety w:ideUnes for t)O\Ji!~1

PIaiifS,; ilia I and FJel[ 011.
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tmli lOolliCntally toxic r,eatcri<lls ~rch as PUll's (Critcl"ia 1) IrHst not
ih., h 'di.lIg(~d Into Sll (lace \otaters. Ji'dditionally. land disJX>sal 01 these
;;tu{ "I uls shc'l.Jid not be performed unless special de;slgn features ale
Htdu':~'d; l.~. in sealed dmms and covered with an impervicus Iruaterial 9.Jch
,p;, ~IIL Incineration ot Pl:S's is preferrable. ~ither a special
mum'lJlor is rCq.Jircd for their disJ:Osal or they l1'<lJy be turned in ::l

iCmh"BDI!. ional sleam electric f.Ower plant. For incineration disposal methods.
the lprnpe rii tu re flU S t be 11M in ta i ncd a It 100{..lIOC fo r 1.5 seconds.

Any water used to transport bottom or fly ash may contain '1311:.).15

qi,H:lll tics of metal s le.g. alUliliniuln ) sod iura, potassiul1l. and magnejjurnJ and
{:lU'U", Hwrganic contaminants (e.g. s:tUates. chlorides, ammonia t and
In (lat!~S) depending llJX>n the fuel 9.1.>ply. Potentially toxic metals 5-1ch as
;T~·I':llf. ,lrsenic. selcnilHiI. cadrniul,Q. copper. vanadlllll'll, and zinc COJld also
cr',! l';"lwJ IfI trace QJanlilies in ash itransfOrt waters. "or this rcason this
'4] S tt ·'h.D ~_ e r shoJi d not be d i scha rgcd. Ita the r. rceycl i ng and d I 5':'05'-11 10

t:'d pHU l Don (X)nds ale re(oli1i'.r;~nded.

lhe chlorine discharge criteria is establlshed based on potentially
'f,,. ICdfec(s to aqlatic organislns. "(he therm~31 criteria is also based on
rn~ cun.L)i i~"ijpacts to aqLlatic systCiTIls.

··'l.lwtenance cleaning wastC'l-Jiltcr. rfl<9,Jlting from such sources as the
311 IH,-heater. lX)iler fireside and c,oller tubes. shllklld be IIwlral»::ed <llul

,j 1 ':'i' '!5{~d {) ( in evaro fa t ion ponds.

ihc 'loI'ater intake criteria is designed to redJce entrapment ::.mJ
I ,~W''Tient of fish on the intake screens. redlce b,anK or beach erosion and
i'lJ;! :LlL fiSh breeding gro.Htds. lhe design 'lelocity Hill generally protect
tIS,,] af abcot 3 em in size frolO entr<lIpment in the intake flow and p.:>tcntial
1 n'~('r'Jent on the intake screens. This criteria w'.ill only affect the
,h.': '\.'1 dale" of the intake strocture. LocatJng iotalkes offshore can
1i:"n'r:d 11' have two benefits. First. erosion of the bauK or beach Ole to
i lu»ni OJrrents and dIrect i~pacts to the 1 ittorall zone \oi()Jld be
e:! WHcd. Conversely. -an open channel intake rust he maintained
Pt.'U-} ;dlClUy «ile to sediit-entatiofi and the roTe prodlctive littoral :olle
",-, a I lYe uestlOyed. Second. locating the intake offshore can plOtect
brr:··'..Iwg areas \.inlch are cocMoonly {wnd in the littoral zone••~ a rC9.1lt,
the iot~;l1tlal for impactiQg the brecl.Jling aleas of commercial and jU1portallt
.let sp'cies ,.rill he greatly redlced.

~UltifX>rt ditfusers which arc! long pipes wHit ecpally spaced
f)f!~IC:'$ ale recommended to disp~rse heated h~ater from once-throogh cuoling
S'5~, ""'6. Placement of the discharge strucUtre shadd be in an area \ihere
diSi""l.::;;lOIl of the discharge within the water body is greatest. Of
p:,ru..::llar Importance is locating the once throogh <:ooling s}"stem uischarge
.it ~ $Itfkient riistance from the intake structure Ito in91re minimal plume
f'H t lj i mten t .

Lmd disrosal of \-i3ste....<lters is JX)ssible fOlr l1)Jst situations.
HD'h't'.TI. 10 locating e",'aporation ponds. consideration Ilust be gi\-cn to
f •.j)it~nauJ! contaminatiOn of: grwno\.tatcr and nearby wells.
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H IS ICCotrll!i)CIl<Jed lhat 3$h iw disposed 'J' in cells ""itlt h~i' ,,)11
H'"~I !Hlq' the 'Ccll. Any muoH flum.an active Lell shadd be din"llfd to ,m

"\~"'~~ !~ Iou I~md.

Ollr ~aslcs shulld be djsp;)s~d of b)' laud appli,caliun. IJe\"'fl'JIl' ••• f' a
se,ilt']I'nUlhm (Jnd erosioll cOlltlol pl<ln is impoll:mt in controllmg ... ,'~hllk·nt
llm'5l 'lit to SJrface watels as 'jell as liq..id conlamimmls wlwg 1""nCJJ~ q)(

lalU_\s a general design criteria. the volume cuntained in a 10 ,t'nUi
hi,lr :, nru shO'.Jld be held in special I)' CionstmctccJ nln~IH J-~:mlJS-

a-. el 0 i 1 s to ra ge tanks shou 1d be c.ons t lU C ted wi. til pI iun !;'

':ouILnwu~lIl. Le. t an cmballt(roenl that ciruJI!lscrihes tne lank. Ihe \ i')) !U. lilt'

11;,;-t ....C("~1 the tank and the embankment tiilJst be 91l (ident to hold lhe ~:I t I
\,I)liJ,JlL "t the tank as ""ell as allow'lug tlOr free board. PI ima.)' (Ct:Jlu~,uwr1:cnt

shr)lJlu ;;1$0 be constructcd alound (... el handling facilHic·:;.

1'. lor to constlucting a plant at a site. the ~OP 2oologlG»ti :>i I\t'.\

b'l"in 1"'l~llt. National Council fOl COnservation of t1ildiHe and po~ illite U;j~

r:·;\'('n:,!·.~llts \tildl He management bO;;Hds shoold be con9Jlted concem!I'q~ Uw
p' U~;l t ut tor elldange red, ia re and \'ltlnerablc sp.'Cies oem ranee .H t:,iI?
'ilt~_ It s.Jch species ate liKcly to OCO,n in the site ,Hea then a
s i te"~ I eci fie ecolog leal SlJ Ive)' shDtIJ hi be perfo rmed. flU]' impac t 50 ttl'
f:l!u<:m "r, rate and \ulnerable species shculd be avoided.

~!IOis.c I imitations teflcct ,»I(,;tecting l~olke{S hom hearing ~n'Ss alHI

feulcH~g the potential for a tacility becollriing a Iuisance to nearlY> vifi.1gcs
or resHlIcntial areas.

111 performing the enviJonLJenltal asseSStl1"-:nt tor the fOlK'f fLmt. the
IXHenllal lor secomiary c.ie'ielopment should be aUithessed. ~ljhele h~~l';; vblc.
I/lcd ,}Uicials shOiJld be consulted regarding 9Jch p:>ssibilitics (,}mV

mC<J9J I~S ini tiated for obt.aining the necessary and wstomary serv iu's fqn
tit i s s~'conOa ry development. Impacts to tribal people) SJch as loss 0,1 I.mu,
!!lIst h~ fniligated.

A project specific health and safetj' plan shooJd be ueve(o!,1tj fOI

the pI'! ject as pa rt of the env i ronmr-ental assessment. ']hI5 plan S!JtJl.l ui ~p

lJJ.s~d ')0 the i\'olld bank Ocrupation~H Heal th and S-3fet)' liJ idel iaws In Pm.t-;I
I'tallt~; Coal b.lel OiL In lift) of a plOject-speclfic lilan the hoi-jcCUa-uk
tiJidellnes can be directly 91bstiwtcu"

. t



tlmtacterizationolthe Project,
Identification of ;\IJpl'Oprhlle f:nviloliMental Criteria,
lw hm li f i cu lion 0 f ,\sseSSIlCIl t lo(cqJiI CIlWIl ts ,
1':;, se I inc I:nv i rollllDental Uta mete liza lion,
hJJI~Cl Analysis,
h'alll.ation oLAltematives, and
Preparation ot theblvironrm.enltal Assessment lb\J ..

g ·sc stel~s make up an iterative proccss ."hereby environmental
i~jll~·U( u'S UW hC!lglmd aga lnstallcmativc d~signs tCl an'i¥e at a project
')(·iJLijOl.m. IIlIs decision is based on COllhHlJiJllCe with environmcntalcritelia
all.F"w::;M UI«:cllvcness ot alternative IJOUution control llcasu'es. A
di$·'.• ~SJ"jH ')[ these seven steps are contained in the £ollowingsubsecti«»IIs.
&.,( l kill. ~ 0»11 ta ins lhel:Ast mew Ie as "ell as the recom1lCnded l:Ao.:H 111m.

11 uhKlerization of the Project

~"'U II .1 plOjt'ct is initiallyconcciived, it is important to
. chu;;u,l n :~lhepottmtial environllental ttcsource use and discharges. '. Ihis
iHL,)u';:Q"·~,ni plOvides the basis hOB whichcertainenvirQumental clitclla
bt~ \)),'mr aM',,'. 'Iable 3-1 presents a listing of the initial infol1ll3tiolJ
n'q·1 i I cL

Hkilt (Cication of Appropriate blv.iilomKental Criteria

y • i~ initial environn:;ental chaHlcteriz,ltioll is cOBlpleted, the
em". Hn~H, ,l.11 critelia (ReIer to lable 2-1) iSlcviewed to detelmine
i1ppl h':~QH I ft It)" to the project.. "Ihis slepis Reeded since not all critci ia
\~1It1l.lh,· -[placable to every plOject. 'lable 3-2 presents a sulOlary of:
CII\''':JII~'',I'"uL'' criteria and ibeirgenenl applicability to likely privalfl~
Se.... lol,·U: I' (no jccts ..
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ijliut' :ussessufP-nl H~Ql i ICIIo1JCulS 101 each Jplojecl lW1in UJil' duU" un" "w:,
nIlH"u":!ffp,," mlsl~.! idcntifh,'d pliol to in,UiitUII\\!' lhe 11;0\. Bun (hr e , '.rt"i; nh,,'

,II ff ". l\i't,!p lI'i l i \' i lillls. .. j • s t t thc need hI'." spec if k Imstr:1 i ne em j U'''lIl1lc!iC''HH'' II
j\l~UolU~,".u\tn!im ami impact cmal)'sC's is dictated by Um sh.e, l)UHf! ~m«~ ,,1!''''''dll,,),1i

the IH«Jlji,"(L SJd. infolliniJthm and mu,dyscs are onen l!Ute (:mllS\HHimg~' ""Vidl

lI;nll:::II"'h:,xiJml HUBst be detcullnc(1 in the (1,.. 11)' sta~f~S or pwj@'cl iuv.1Ili mr. II ),1111.

~ uhh:- 3.; IHescnts a .:,JUlJliOal)' 01 ICqJ i I IC'UnJCn ls for projects. Uhte iI;:W
U«'~piWllil'il"uHts die revie"cd Ute)' shoohJ bedisrossco wHh the GUU» ;,lI lijlllll

piilt."41li H~ dono. ol~alli:J!lhms lLe., IJ~)l\llJ, noltid llard,-) mid 6'1~.};l II,,),

y,k'(','Ullltu, the precise req.. i ler:riCnLS 1IIk'!.Hy for th.~ plOjecl.. flulI~ Kill";'

uh'"C.5-,,;llm5 a study plan shorJd evolve Uml s.mJ;1t~Hizes· the $CO';(> niH
inl')JP:t!M pm ,and mmlys(~s lhal kill he IJilnlonned for the iHoje;:t.

if'nmd. an env ilontJenlal sCiI.JIl~jUlg process Llust he l)e ti hUINHli (i", I' ,,5""

"Iiu'~ cmUi\'''ws of aUecteti JJ1arlies. HucscopiJlg pmcess JIDlL:hd~'$:1' )HIII''' Ii I!~'

"'J·~"!LiBU~ m Uw: ,:nea khelC lhe plojii."Cl is locatl'd~ loc:C::l:1 ,Ja':~aB«:,,,I"'.·'1I "IP'
~"".~ •• ~.:'~n~mmenlal oHiej(ils. c~l.C,;H«HS ..md elecled OUitD Ilti::>,} v, "Illl ii'

w·...ttfL:..'d H J allemL .\l the slart 01 the m.1/Ccting. 11m projCt[ ~t«~'*':~)'lj II \"I;jI,nh,jI
I'H~'5cnl "u description of tile pluject jnchJding I~md areas diU h:cq""u.
H."'1nr!;lpN"·~~"" tr;msp::>tlaliuJI1 lnew and u"'gradcs}~ UlIhr cw.disSDOUIl, ti'1lt'''1l wmdl

gnSi(hJir!"~S. POlential cnvironltcnlallll~J1i~jI(:tsof the ,»lrojCC.l aw ~ji("S,': II' 1J"'n) Ii III!

i;"'nB'ea.aB itenes. 'limit, the local. leaqBiC'DShip is imdtcd Ito pmvjde HlilW," iJlI#S,'!ill

~h~~ pn.q":t:t. ;t..iuules of the siCoping IlfiiCeting au.... taken albfi.ll':Ds~~~J ,II" ;Ii !'''''(~H'I\

~~H •...m'u!',jm~tental concerns expressed <alit this thUle. lJ.lring; t;ve K:i\ ~])~"'I! n Itlthlill

llhe'St' C))Mn('ew·: mist be addlcssed. IA t)"pical {oum,Jt f(H a SICOj"DP,li,li" II\(I" Ii U"l1!~ II";:

picscnl ",I b~tOh;

~. .'1,eating of wests
kccitation from the IHoH' g~H;;m

'\> • ij\e ICQI4JC Add less
I. IlItlOd:Jction
;. Ploject IJescription,
!lD • lnviromrental kcqJ i WIDl;-euull.S

.stud) Plan fo r l:nv j 'If)ml'l!":'«B(;JI,~ ii\sseSSl:lQf.C'ult

''to (Jlcstions am) w!!mCuls I mmr Invited tiJesls.
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Uilhu'! 1~ll u[ the: sc~,pjng J»Iocess is Ie) obtain COIl~u.c.. ts fmlltl
~~u»'\/" II 'WI ~ U y~ _ UHe b ,..;; dm rged twi lh aI I«)(a t i ng .;md paot1L'Cti ng env i .muncau 1..,;.1
11l~'S'/::ijij,!'~S. Uh~!~~c ~gcncieslWY include. h.t aw nol Hnited to:

L
}l.

011 "

U "
u

Mil.

ftUn"homMCnlal and IhbanAUairs lJhision of thc ~llinisll') ot
UU:n:sih~ anti harks
U;)Cr;ullJ\fjtml 01 Ardmcology t Minlstt f of OIItU re, Archactljll u'Ngf ..
.sPy rt.s alhllou risra
UI':Jitcr and "olter, ~velopu»cnt i\J lhorHI (t\M~lAl\J
!'Iovindal I rrigalion bepiHtlllllenl '
2«»1' I ')g j (~J I ,sJ rver f,c(la rtrwcn t
;,';,Jilional lOtmcil lOT Conservation 01 "'BalHe
J'UJutiSlIY 01 rorest, Nihil Hc and hHestty
~"U~''l1 tim.: ial hildl He and 1'OlCst Ik,ll:utuoont
Hd~d. Qsl..lU ~~t(.'Orologic:al ,Lepartmrenl
il,n,ug me H she des b~l1'a rlIDIaHI t
ikul ijon~~1 Insli tn tiC of Occ.;mng'.JIJhy
f~),u I~H 'Oil Census Organ izaUOJh :;'LH (sties t»iw i siou
hm'iudal III re:aul ~)l Statistics
«,tl"i~lo~k:a1 ~HVC'y of Pakislml

",U «m the ~overmm:mtal agency Icontacts and tim scoping !n,!:'Ctjllllg

mUUu!1 • lIlL, "';l~HJr phm is finalized b1 lhle project sp>ns;U:H •

.).1 • U U II ,~" D»m= l:JlUV j lOUDen ta I eha mele rh::a t hm

U:~!I'o;; step in\'olves collecting, to an apPlopriate level of c1eta.B,
UntO U""il',:,:'i L..," B~"Hml ion necessary til) dclellldnc f~m'hunnge.. tal impacts. hn
lilt" !Iii ,,:,R. U ilK It. litis ~ddeline lei ics on the usc of existing information 011

llw [f,ii'!I';'Jij'Ji«:&!2)'. ecology, water leStHTCes and socio-ec<Jllomics of .'atUsl:m.
Jlluda ,,8 hi US iuulonmation is available hmll the :.Jgcncies srentioned in
p:aa II,il.;iu ~.1.3 above. Howevel, in Sil)1IDe cases Ueld efforts l'fill be
I c"p U U,\""U.

3.1.:,

«hL5 :step. the plant info1l52ation is integrated Wiith the basel Ilie
in./l'!Mulj,,~~ lU clelen.line envilOnllrental iu,nJcts. lite analysis techniqles
Ollqij Hn"h'e co~plex IOOdel.ll\'g of (iOUutant discharges am. reqJile iilJlH
daLu lls,.ft liiiJlSt be aeveloped lor the site•. As a resl} t. :such technj(fH~S

ofl~ DR lh. "" the need for baseII lie data gather ing. fbwev1er, in some caSes,
as:5~uj,~»l"m$ of baseline conditions nay slffice 3S modeling inJllts. It is
ir'll,qv;;UUI Uu note Umt these lcdmiqles are useful in the actual plant
d%::sapi ;m,U cml assist in redlcing constmction and operational costs, e.g.
lheunl H~HiiC cntlainlliiCnt. At this stage in the FA process, confolwncc
wiLh .UJ'~»I, at ail mid ',atcr q.wlity cl"iteda is assessed, as well as
,ot't'nt iaU ny si:!nitic;tnt impacts to the ecologic:'l and social envilunmeill.
In C,b"jU"'" 1\ UU"'w imJJacts are significant. altemaliyc deSigns CIISt IJ(~

COli> u"Ut· 6" "If "
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1~"':'lIluation of Allcmativcs

Un 'p:>tentia~ environJllJental ilalll141ctis significant" then
.I~ leuMth'~s mJst be considere~j. In wst cases, al temathes V!l\;ly inchw~:

«.lllf~sigll's, U"Jlcltions and orvelalional practkes. ~Jdl alternatives ale
«~v.J1Jalcd one-by-one to detcnlillc if the significant envltoll/Ulelltal eB(~c~, is
IlfUillt~~ltcd. Ihc 31lenmlive that is lht~ w~t cost-cHective. while Hlccl uuu~,

all the pm;ect objectives and mitigating the iIVlIJ>1U.:t, am 00 selected ~tis, lhe
iHCfcl red 0110 [or impleu.entation.

3 .. 1 .. 7 Plcpa ration of b\

One>;,» the impact analyses and altemative evaluation is pelhHlll!'~d~

the tl\ is paeparcd.lhis domDl(mt disclo~;es the haseline amI Iltlipt;jCt
in II() UllIJ ti'm on tile pro jcel and proFOses IClU tigation and ~cmitotlng, plOgWI'1I1S

lor lhe pllOjeel. It is subllliUed in dr:<Jn. fom to the OOP and oomn
ag,cnc ies (,IH l~V im....

3.2. SU~lcwre and Rmpitements of b\

llluc stmcture and Ieq.Ji.cmtCnts rat the fA is contained in "laMe 3-.:1.
Ihis table is an annotated ~lJt1ine forM preparation. hhcnillitiatJlflg ltoJC
b\ Inoces';) it is imlX'rtant to contact a representative of (,01" andlor d~mo r
otganizalDons in determining the level of detail for the project. HIe "i,.lIl!>

sections lhat (oLlo,", present a brief intmwctioninto the techn iqJes cllmJ
analysis Out should be performed. It is beyond the sC0Jle of this ~Jhka inc
to provide a detaUet.! Cliswssion of tedmlqJes ..

3.2.1 Project Description

!:ids portion of the EA mst present an overwiew of the project ~md

explain hm,.; the project is compatible wi th the Private Sector Pot..er
rlOjcctns objective. In addjtion~ the applicable cdteda for the PIOJ•.:c.t
is preseilled in this section (Refer to "laUde 2-1). lhe soaping process
s110111<1 at 5iJ be :ummarized and a list ot governmental agenc.y contacts
presented.

3.2.2 (;('scription of Project

hi this chapter. the technical details of the project are presented
along with environmental parameters and systems. IIle level ot detail of the
engineering information incoIPJrated in this chapter would be consistent
wilh that cOiltained in feasibil i ty ·or prel ilDinary engineering studies
nOHnalLy perhHmed at this stage in the project schedale. lhis intolllf..BlLion
can be sUhlltitted in tabJlar format such a:s lable 3-1 or in a clear narrative
fOIIll. hhere JX)ssible engineeIing drawings and f1mi chaI"ts shrold be
provided.

3.2.3 l.!lr.:scription of ;\.ffected I:nvironmelOt

"Hlis chapter presents the basel ifile information developed for the
plojeet. Ihe level of detail concerning tbe analyses that my be Ie<p i led
is presen led in the following pa ragraphs.
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(~hr1ijlolo~y - Climatological information is available frolll the
l\ukisLm :r-i~i;'~Hol~gical ~paltrllCnt for llany cities localed throJghalt
S',u»dsCm. Hhe data consists of 30 year averoges. as well as extremes. (01
':,;. md 'S1",,"cd ,md di rcelion, tcmperatu re, rainfaU and wl'ldd:i ty. lhcse data
(ml be $'lIIni'i'nIH 'zed in tawtar format for thc: Deteorological statJJJl nealest
t!»c PfOP,) $!C1U sileo

~:':~H)lo£.iC:ll - Ihe lnformtion is used to descr:ibe tile local
nw~tCOI1l)Io;g)/ "pi a site and woold also be dscd to per£ollU dispersion
Jt'!wHJel illf'. ImIg le rm rceo Tds ol roeteorotogical data consisting of l-hro r
\Vahws ;]I Ie .a ISiO 3va Hable f 10m the Pak.islan Joletcorologicall Department Ul~J)}.

these ((.lat.) omsist ot wind speed (knots, at a 3 knot threshold), \find
lit reclloUl «g~~I)()ttcd in the 16 cardinal wind directions). 1temperatu ret
hU:1lhhty, cYu~'ld cover and weather. Al least onef1.l1J ll1ete<Hological station,
I.e. hJaadu. Ic<:olds data at 1/2 hoor intervals with wind directions giv,~n

\.Ithin ;0'). hn Luge facilities (e.g., greater than 300 ~WfJ. on-site
1fi1j(~teoglol«)gQc.1 data rnay have to be collected.

~X!qH1g l\lr Pollution ~Irces - Jnformtion on existing air
JY)llNHhm $itl1lU1CCS (an only be obtained Uan:ugh a field sull'Vey and. Hhern
p'Jss i 1,,1 ~ horn in l:e rv ieW's \,lith managearent. of the S(l~lTce fa(:iI j ties. Acttla I
cU:mlssamus H,)!lld 'I:iJlve to be esthtlated using 'to~pi1ation of Air Pollutant
bnrlisshm ....1{ vors, U.S .. blvi!omrental Plol-cetion A~CnCY. 1~t81 AP-42 or
eqJ Ivah~nt 1l()[hJlant estunatlng tccfiniqlcs.. Stac~ pararrtetels h.e .• heigN)t,
Ji.llliTlcter, terrnper.~(ure and velocity) can genleraUj' be obtained frOID the
source llflana~Cl!Tlei1t. fugitive emissions, i.e., pollution oolt coming from a
st..1ck, shv,lld be noted in this section .. EstilD3tes of other elDissions wuuld
be beyomJ tUI~ scope of anl:A at this tilr.e ..

,t\:i1l!Dacul Air- QJalit)" - Collecting a~ll>ienl air q.lality information can
be both llill/(' cOnStHiling and expensive.. 'Wari4XJS techniqJes are available.
h>r HI r~d 11Jl«!J jccls, baseline concentrations of SOb NUx and CO will be
extlc[Mel y hn,; therefore SiJbstantive rrro'Jajtoring i>;:I(}fJld not be necessary. I'or
I~rojeclls located ncar urban - indJstrial areas) mnitoring, may be
necessary. 'the p.>tential for r.oonitoring can be assessed by the following
matrix:

lyre r·nnitol lug Rev ired

None to GraH,) $ampl e
Non-COli t i 1D'J«lI'.J s/Gon tiruoos

. .fll ral

Yes
~

P.reject Location
Urban/IndUstrial

ttl
Potentially

Grab samples can be made using colorioetric detector tubes. UJis eql jpment
is hand held and can be easily transported 1to various locations. Observed
conceutrati«m using this e<:pip'lent is lhaitcd to a detection limit that is
=IS-Jail}' mu:h higher than the non-contilJJOJS or contiwws IMethods. fbwever.
this detection I ioit is uSJally beloW' the environmental criteria.



MNJ:X 'J
l'age -Hr

;}.<f,n-conllrrJous and continJoos D10ni loring oust be oJlelal~d over .f

r1.'limJ of time to obtain valid il1lorantbn, e.g., a calendar <parler. HilS
type' of flnnitoring is norm:111y rcqJircd 'lor large plOjjects gaealer lh.m }OO
~~\ locale,l in ;jrbaniindlstrial areas.

b •• face hater Resource - the information in this 5.Jb - section hO'J)U

consist 01 ooth water Qlantity and QJality. bater qJamtitj' inlolflljtJon.
i.tL, flO'. data, is available from WAl)Oi\ and local irrigation departments.
hdl":r qH! i ly inlormation rna}' be available flOm local SO'•.1Tces. ,~hch

into rna t hn is .... sJally available from the l\1bLic hell lth l:ngim~erint! Hc,,>!'a reil
Laboralor)' or university soorces. In the event data is not available, grab
s<Utll'les a', vari~Js localions in the SJdace hater body wHI be rCCfJtlcd.
hater qJality information should encompass both the \.mt seaso" and dl}"

season.

~"~!Jh)gy, Physiography, lop:>graphy ilnd Seismicity - l'us inlollr..:!tioll
is gcner~lly available from the f;eological SJrve}t of flakistan.

(.IO.1ud waler' Resoorces - lnfouHtion on glQwd water resources br.J
parlirular area IlUst generally be obtained from a field surve)'. turing sach
a field slfvey, the local hells within J~ km ,",wit, be noted. "here fOsslble.
a grab s'.Hl;pLe of the water, should be taken for later laboratory analysis.
h)l- a coal filed plant, rrure informatioll will be retfJired if there are
SLJustanUJL local uses for ground water. In these casles t mitjgatj~e

meaSJres 11Iay be reqJired for the ash disfCsal areas •

.!.-::ology - A Slbstantial aooll.mt uJlf informatJon is available on lhe
ecoLogy of Pakistan from the Geological SJ rYe}' fupartnmnt. ~brine Hshcries
Lier..)[ur.cnt aud other soorces such as universities. Contacts hi th such
informati,)Il $O-..lrces shoold be made earl}' in the project. Information
ICQJired lor terrestrial ecology description should be (dade b)" <til

cxperienC':d ecologist dJriug a kalko\'cr 9Jrvey. I'or ac:patic ecology
baseLine information, acttlal field studies may be recpircd {Ol- large t~<lter

uses and discharges.

~ncial, wIlli at and Institutional tllViIollment - lhis infornation is
available flom the GOP, provincial and distlict govemlil1ental office:.;.
Sta tis tic'! 1 inform tion shc.uld be 9Jmmarized at the lalukallehsil level
where av'-l Hable. A site su rver shOuld be perfonned to determine land lise
and gatllc, data not avaHablc_ ~roGi the literatlue. lhis Ir.ay illcllJde
infounation on local police~ schools, tlansportation, heal th care and other
facilities in the area. Archaeological resources can be identified thttugh
the lJepai lment of Archaeology.

3.l.4 tnviIonmental Impacts of the IJlo(X>sed PlOjcct

In this chapter, the impacts of the project on air, water,
ecologic31 and social resources are identified. Additionally, tllis ch.tptci
shoold contain assessments related to ocmpational safety and heal th .uHI
indJstria' hazards. The following paragraphs present an overviel-f ot the
impact alnl yses that are rcq.t ired.
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,\It fJlalily Impact Analyses - Air qJality impact analyses rcqlh(!'
the II$t> oi-'~Il atnnsphcrc dispersion rode I and local met,oorological data.
~udets tOI this (litpose ate available hom the US i:nvironmcot.al Protectinn
Agelley's U'AJ USCIS NcU..ork tor Applied h>deling::>f Air Pollution (lJN'.l\\~M}J.

198b. Ill! > compil a lion of rodel s includes roth screenilllg and refined model s
that ~lIe "pi iCthle for simple and coaplex terrain sitHiations. Complex
lelWIlJ I'~lll~ these land areas of an ele~laUon aoove thle height of the
st.tck.. 1:1"\'$ widcLine on Air {J.Jality ~bJcls 119&6J pn:>vides inforrration on
the use,.)1 these models. t\ prim.ary data need for In(Ut to the dispersion
nudets is rneleorological data 9Jffil1arized in an ho..lrl/ forD:iit. In Pakistan.
th i s (h ta IS ava i I<.Ible for Ka rachi and IWderabad. lhe lKa radli data is
collected a-; 1/2 h(;\lrl)' data for aircraft: contwl pJrp:>:ses. It is unknotm
if 112 hO'lIly data is available lor other locations in Pakistan. If
metc()fOln{!lcal data is not available in hOtJrI)' lornat, Ithen 3-hwrl}" data
can be lJS".1. J'OI a greater disQJssion 0111 the use of this data the reade.' IS

lclerr;'d I.; the tnvironn.enlal and Social ~ndness Assessment for the Lakhra
Coal ~'~~~.: ,~~HJ POher Generation Project, ~~rch 1987.

!"~hC ItflJUCt l\nalysis - h'ith information on the fOtenti~1 noise
$CdrCeS ,)1 a plant, impacts can be estirnmtcd b)' considering the attc£1lJ3tion
(}.JC to 11l;;asrherieal spreading, atrospheric r.nleollar absorption and surface
ieatH1CS. Ihe US I.:dison blectric Instiwte has plblishEHJ an fnvironme,H,al
NJise \'i l,i." (19 :7j that provides the tcdmiqles for estlimating impac.ts. lhe
loms oi Il~mp:JCts should be on sensi Uve receptors s.Jlch as residential
arC;Js. vli I ages, th)spitals and sche>ols.

~~_'."r ReSt)) rces Impact Analysis - Impact analyses related to water
resources IIlvolvt> three general areas: sllJrface water q.uantity, surface
.."ater qJ ...d I ty and gfO'Jnd water imJXlcts. lhe water qJantity analysis is
based "':, the facility consumption relative to the 10-year low flow
conditioll. AddttionaJly" the project rust receive a water allocation
allth;> , ;;:.11 JOn {Ol heshuater teSOOTCes from ."APlJA and the appropriate l«)~al

irrigation department. the impacts to 9.lrface \oiater resoorces de~ftds up::m
the m3gnlt~ll1e of discharge. Varioos m:>deling techniq.J.es ate available
depenuing ''IQn the particular SiUJdtwU. (illdance can be obtained froln liS
I.:PA's bl\'ironmental Impact Assessment. wideline for New source Fossil t<leled
Steam I:l ('( l ric Gene ra tins Sta tlons" Jj1Y 1979. lJa ta needeo fo r the
ava liable' models include bathemetry and flow data. ftater Qlal i ty
iBformatl'~n on the 9.J rface \tater body is imp;>rtant in comparing predicted
reSIJ IlS lo actual condi lions ... t

t°.:oh>gica I Impact Anal yses - Ihe ecological impa.ct analyses fOOlS

on the lass of habitat die to plant construction and the: effects on
tenestri:lI and aqlatic systems froll intalkes and discharges. lhe latter
rei ies IW;J\' ily on the use of the air QJal i ty and water resou rce illlpact
anal}"ses in lIeterrllining effects to those :system. In both cases, the
significlIIce of impacts is based on the q,lality of habitat and the presence
of endauwned, rare, vulnerable and commercially important species.
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". ~ j a I <Iud ~II ttl ra I ttl\' i mnr;LICnt~~ I Impac ls -I II is sec t ion 1111 s. t
t't~~ijL~ alb n CVJlual jun 01 impacts on I..nd use, dCf1rogr<JJ1lil)' and oil ..... ('ll
1'L·'5n\H(·~",. as \\'0'11 as an analysis of pri.mary ami secondary mrI<J5U·J("r·~v..
H>RHH:1!'l"uolS, l,.~H!\el ocmpalion safely Jlna health and indJstd<.d h"':,H\1S.
lhe C\'3H ilion of Imnpacts of the pruject on land .JSC and dcrnograp~t)" is nr.ls,"d
mbualnnf"ulllm obtained (rom the local Jllca. ~hch jnf~)fil"'*1twfl IS,1Y,;,uHHrle
(pm the prcviOiJ'Sly mentioned soorces and by an ()n-SJlf~ Sl!JIVC)'. MI II'ui~n'H~

:;md sec!JRu,J,Hy intraslructulc clcr.:,cnts H~'qJircd to 9.Jp(.'orl the CClHSlf':)(H,'m

and Oi'f;.",,-tion o{ the p:n,cl' plant ShUliJId! be identified and an&I):~;d_ Ih~s

,"ISt jm':H~je an assessu.cnt of the H~I ,ahlllt)' unGer PaJ,i~tanl COlh.l!HlmtS.
il~jlniu»1 IcqJ:relriclIls resulting frQKll the construction <md oft~raUcn 01 tpE("
project ~haU be identificd. Ihc anal)'sis shcuhJ include a dCSCllptit';H O.
endromrJ".llal iriupiJClS uhich loiQtJld reslll if the IlilrastlrucUHc is rL!'lt

c.mstf;JCled in a lhnel)' fashion or not properly o"'erat~~d antS nll,dEbtaBw",J!.
b:p:Jcts '!.J be c\'alJated shl'Jld include: land prices; additIOnal SpW-i)fi '
Qimpl(0)'iNl'IU!t. short and long teu:;); pressJrcs on existing he31t~.J e~·H:dlLn'm,d.

~md sncha {;adiities; inhastmcUJlc. and likely soorces 01 ats p,w\'TSti'm:
dSHj semaH)' Icq,Jllcroents {p:>lu:e!!l:!IHH",jr)'J. if an)".

i\ plan should be proJX>scd fOI tbl: t1n~~I)' implementation of any.
nil i IJS t nctu I e to allO id nega live CAW j wm:cn tal jm,Jacts I nega t i1i'c

socwecow)uJlc impacts ami project celays. "Ihe plan should mchhl\:~ H~':;

CJIH talJm' lem rrent costs (ooth (orejglrl exchar.ge and local ('J neuc;d .'H
the cOllstmcUon. operation, and r,'Jaintemmcc of the reqrJircd prifTKH)' cmd
S,"cUlltL ry in! laslmctlJ res _ 1hc plan s!uo·rl d at so include' an ana 1)'S IS oH the
IUS ti t~H lUllS and $00 rces ot rC\'cll'JC khld~ will be reslxJiOsible fOf fiu.mc Wg

tile inllJlstmcturc and the associate1l.U CO:5t$. t~n asses~ment of the lah>G
re'llJ i [e[\)(.~ats 1)f the expanded plant s~~QlLUld be included. luten" iews WI Ht
g0\'CmuJJelil oHicials, local p:>tHical and social leaders. and people I Q... ltl~

,,-,Hhin a 10 kna radius of the (X>\ter plaot site ale helpful. Rccommcnd.ftHm5
on the pl'(~leHed social. strategy that ll;iJll l~ximliz.e benefits to plant
",or'kers ;lud cst! rrounding areas, prevent illapp!Upriate author hell or
Uiliuthon:ed settlerr.ent in the vicJrnH.;f of the complex, and minImize Hie
1 ikel ihtj'Jd of oew rrence of social plobicWJS and hardships should be
de\'clupe,j _

ihe analysis of ocrnpational health and safety impacts of the BUNter
plant as lloi"ell as for fuel transfort s)'sler::lS associated ~lth the project ,mJ
recommended mitigative meaSJ res as necessar,)" ShUlld be developed. 'Ihe lA
""ill analyze the p:>tential fOf. indJstrial/environrnental emergencies 01

accident:) at the complex and ,,gill idenlH)" recommended Il!)i tigat !\'e mCdsn res
as necessary_ lhe rni tigatlVc mea~ res h'ClItIld include cm l:.melgcllcy
Pleveu tion. Planning, and ~bnagement Plan.
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~1~'CHlalivc l:valuation and J.litigation and P.bnitoring Programs

•

hi tile al temative evaluation. the feasible design al tematives
IU':,'ccsS,IJ\' w mitigate a significant environmental impact are evahJated.
"these allenwtlVes ale evaluated basp,d on their economic, environmental and
engilwC'1 w~ tealltres. Altemathtes may include hit ar,e not limited to the
fOllohlnV:

Ine location alternatives
blginccring and pollution contlol eqJipment alternatives
~dnJgcmcnt cOlltrol al tematives
hJCCllIon altematives for intJt.es and discharges
::",)''':lal alternatives

~H.h .d tewatives are evaluated on the same basis as the original
design. Ihosc attcmatJves that provide cost effectiv~~ environmental
cOlllwl JI-: pret'~rled. the mitigation plan SJmmarizes the measures to
be lJikcn l") c i ther rroni tor and/or am~1iorate a known or p:>tential
eOVIPmli "ut.JI cHace ~titjgation and mnitoring plans are specific to
a piuJeLL At a mininum, this section shoold address ~.econdary

infrasll~l(:blle. local employ.eent and training feqJ i remEmts. I1xmitor ing
PIO.g I:HllS. OCOI pa tional safety and heal th) and emergenC}' prevent ion and
pi arm in~ .

3 . 3 h\ ';.chedJ I~

1'1('P fat 1011 of the b\ is an integral part of a private sector
fO..er (H'il J~ct. A proplser mist incorporate appropriate' environmental
control k.lUares into the facility which flUst be accounted for in the
project CTst estimate. for this reason, the proposer BlUst review
these bn, l(Olwenlal (.iJ idelines prior to preparing pricing information
and cons I it wi lh GOP and donor organiz3tlions on these reqJ irements
dlring the letter of Intent stage. The Clctual b\ shadd be completed
dJring th~ I·casibility study and lUst be SJbmitted prior to contract
nego t J~H 1:)115.

• t

E&~:~OSh\:.\shley

3771g
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r,\BLE ,$-1 ENVIRONMENfAL rnARAt1ERlZATI0N OF PROJECT

Lomplclt: lnlolmation for each separate source or combine as
appropnate, bJt indicate how combined).

a. Ileal nate (Kcal/kwh):
b. Cap;tci ty Factor:
c. fica t lnfU t lKcal/hr; rubie ro/hr);
d. '·JfJl Usage (Kg/hr; wbic m/hrJ:
e. PJ.~1 Characteristics:

wnoi lion:

(audition:
Condi lion:

1. heating value lKcal/kg; Kcal/rubic JIleted:
2. Specific Gravity:
3. Ash (\J:
<1. Silfu r (\ L
5. :''0 is tu re l \ J:
6 • M t ro gen l\) :

[ • Al r l:.llllSS ions UlaXillUID in f\g/lu).

! . Pa rt i ill 1a te ;'1.1 tte r:
2. SJlfJr Dioxide:
3. Nitrogen Oxides:
4. Catbon ltnnoxide:

g. St,lck Parameters lat maxirrur.J IG~dJ

I. He i gh t l m) :
2. Uiameter (In; if rectangle give area in sq II):
3. lemperaUJ re (degree C):
4. velocity (rols):

h. \\a te r Intakes (Provide average 3IUual and maxilIUm; Glb.lC m/min).

L Cool ing: Ave "nx Sou Tce:
2. Se rv ice: Ave }sax :&xs Tee:
3. Po table, including colony: Ave klx 500 lee:

i. haler lJiseharge (average aruual and mz.iwm, OJbic Ililui}n).

1. Cooling System: Ave' ~ox

2. Low-Volume hastes: Ave Jax
l Low-volulle ftastes include boUe r blowdown t f i1 tel' backwash.
etc)

3. Sanitary \¥astelt"ater: Ave JInx
4. Site Hunoff: Ave ~x (Z4-hrs)
s. Ash Sluice Water: Ave ~lax

j. haler Balance (Flow diagram of hater floMs)
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l..,...
}.
.J.

~dtt'r lrcaliWnl sludge (kg/yr):
"-mllar)' sludge (kg/yr):
hj u.or!l Ash (kg/)' .. J:
ll)'1 u\sh {kg/yr}:

1. Pn)\' hk Plot Plan

m. blip' nil~'Jent/Jntrasttuet1J1C

L
2.,
't
J'

L
»•
6.

.,
1 •

8.

(jiiUstmctJon ~(>rkers: Ave ~nl(

Vms(PJction Payroll lRsJ:
ffJr~.;r.ltlon harkers: Famil ies

'J,('TJrale by managerial. professIOnal. sp:.illed and unskilled
'_iJsses).
J il"';.) tIOna I Payroll;
nnSlng l;nits aud Class:
i mVlde a description of other pril'l~ry infrastrucwre needs
.k!\"~!opcd by the project including l;.lt not 1h'i ted to:
i ~KallOn, fiealth Care. f\>lice, fj~e and Utilities.
ij'l'svlde a description of co.~nicatjon hell ities •
B'DO\' hIe a description of transfO rtation facH i ties including
3\hH~S and ~'Orker transJX>rt.

. .
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TABU: 3-2 AJ'!ll.lCABILlT\' OF f...~VIRON.\lENIAL CRI1ERiA

I:.nv j I "1ur:::e:t ta 1
Crit"!lia

;Appiicable Projects

All plants thaI: have
IOOlllWS tion processes

AHtH l:NI AU< <pAtH Y

SIAl.h H1;lLhl

SlAO~ Vl:LVC IlY

Itt

lit

"

It

hAlH< LJ I~LHt\fU.>t.Sl
SlHUCIUKl:

hAt l:.!( INlr\r.l:/
~lkUCIU,H:

LANV/~OLIU hAS I f:5

.cCOUXii'

MHSl:

SOCIAL AM) CUL1UIt~

!Plants that discha rge to
$U dace waters

Jl'lants that require water
lDake up

JUI Plants

Coal and fu el 0 i 1 fired
bcH i ties (even if used
,IS bad up fuel J

All Plants

All Plants

All Plants

JUI Plants

li:>te: Include all fuel tu ming facil i ties such as diesel:. gas
ttl rbines and steal! generators. # r
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TAUU: 3-3 sml't\RY OF EA PROJECT REQUIREMENIS

I!ROJijU UIAIt\llhRIZATION

I I • Ilr\bU f\i; UIAHACI l:R I2AII ON

"0 1\i r I(eSUI fees

I. (I hl'la to logy
1.. h~ leo IV log)'
3. LXI "i ting So..I rces
4. /'i!'"hient Air Qlality

ReQJ tJerrenls (complete b\ 5ectiorJ)

All Pro jecls

All PIO jccts
Projects emi tting grealLer than SOO ~U/)'ear

All Projects emitting air J.OlIutants
Projects eIQitling greater than 500 MIlJear

I . K."I:i II ty
<'Lun lily

All ptoj1ects wi til 9J rfalce water dischargfJs
Projects wi th a l'later use greater than 3,500
11lI3/day

I. i -: nt~S t ria I
2• 1\<.'1 a lic

3. L3Idangered Species

IJ.:':YK Jut

.\.\1 r (..l.Jal i ty ~bdeling

B. :\U lse
Co haler Q.Jality ~Ddeling

IJ. !.c,) Logy
t.">JCi ... l

1V. ~~lnh"\l10N/")(}NI10RING
• I

All Pro j~~cts

Projects wi th ei ther a su rface
3
discharge or

water use greater than 3,500 m /day
AU Pro j.~cts

All PiOjc~ctS

Projects emi tting greater than 500 ~fl/yea."

All projects
Projects wHh a discharge greater than 3.500
,,3/day
All projects
All projects

Evaluated! on a case by ~:ase basis
All pro jects
All projects

A.
B.
C.
0.
c.

Scconoa ry Infrastl'uctu re All
"'Iaining/l:mployment
:·tm i to ring
0Jlety Plan
b"Tlergency Planning

projects employing 100 people or more
.. .. II
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lable 3-4. I.:NVIRONMHHAL ASSI::SS.\U:NT (EA) OUJLINE

..-" I .t rHo,ltcl hACKLl<OUMJ ANIJ t1JRPOS"

I • I 1"I{(J.)l;CJ BACKGROUND

l PIUV hie a brief disQJssion 01 lhe project.)

I .2 OIJ.Jl;C II VI:S OF 1 Hh PkOJJ;Cr
iOescribe t,he plrpose ot prO,jcct)
1.2.1 POl-Jer IJCvelopmcnt Pr~gram

lPlOvide a disCJssion 01 the project's role in private
sector as envisioned by h'AliVA.)

1.2.1. ~rnpatibility with the Private Sector PI,:>jcct ¢)bjectl~'es

lProvide a brief description of the JUrj:ose of the Project.)

1.3 O\l;kV1B'l' Of PHOPOM:O PROJhCf ANO S'JUDY tunA
U'.,ov ide a brief disQlssioli of pm ject and local ion)

i .-1 Lr'lJVU{oN~lb\lIAL PQLIC)', RUiULtU IONS, PWUlS
ANO CRlTl:RJA APPLIC,\ULE '10 lId: FftOJl:Cr
il,PIO\'ide a listing of the ()oP and !boor rCqJircments. Refer til)
environmental criteria and pwvidc a listing of l-cderaJ, PlOwnm:ial
aud lJiStlict pelmits applicable to the project.)
1.4.1 wvelllment of Pakistan (c<,Jirements
1.4.2 lbnor Organization reqtJirements

1 .5 1:N\'IIRU~..~\l:.;'\jAL ASSJ:SS!·lC~U SCOPING Nm GOV!:RN~1l:NIAL AGbf-.ttl' WhlAACJS
(Provide a gUllmary of scoping session and a list of .contacts.)

2.0 IJI:..SCkll'tlON OF PHOJhCl AL1I:.RNinl Vl:S
1.1 ~Ill: UtVllOPMl:l-H

I. PIQ\' ide a site plan U: 1000 scale) showing plant fadl i ties w
l~lation to the surrounding area.)

2.2 S\Slb\1 lJl:SOUPHON
U'lm,.ide a flOli diagram of the project Showing Hous of hlel, au,
comt.ustion prodJcts ll .water. uaslewaters, solid "fastes, steam, ami
electricity. Show volumes and/or qJantities.)

2.3 HJI::LS
~ Inlelude proxilGate and Ultimate analysis, if applOpriate. PlOviJe
f.Jel usage data. J
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2:. ,I LN\ h!'u\~·ut:M~'L Pt\JU\MhTI::IlS ,'flU SYSI b\.S
..! • "L § l:.nyi I Oilmen tal Pa raae te rs

(Complete the lisling of em'honJntCntal paratlretcls plcs(\nted
in "'able 3-1. In the following SJJf:,-scc:tions provide a brief
discassion of the covi WHI1".ental iOfU t. treatment and control
syslellns.)

2."1.1 Air blissions
l.L)' hater 51 pply and lreatti':oIeUtt
2. J.D hlas le~a ler Discha rges
2:. ·LS S~l id l\3stes

.L6 IM-it\~Wm;HJI(I: IJEVl:LO~tmr

lPW~'hW infon'Jlalion on the infrastRUcture «1clt'clopn:ent for the project
iHCI hling bJt not I ilillited to: hO'Jsjnl~. heal til-care. ed.JcaUon. PJllce
prolcctwn. comilunicallons. transp>rlatlOn and utilities.)

1. 7 h'·~PUJD\~,LVJ

H)H}'dd~~ SLH,ISlics on crnploymrcent ul:rmg constmction and operation of
the ['Ian t. SFC'. Ify cIIDploymcnt by CltllpUoyee cate&ofj't, I.e. t expa tr jatte,
plnh"s~wniJ I • skilled and unskilled; provide Cllllplo)'lilcn1t Hg_lTesjlf1l
rnim-~~~Jl'- lor each of construction and operation.)

3. «) m:sun !' I ION OF Af H:CII:O bNIVIH(h'I-i;}U:N'l

3. ~ H'HrSH':r\L l:~VIHON~lJ:Nl

.). ! .1. Ai r Rewu fees
3,'( .1 .1 CI hnatology

(Provide 30 year average CliO'.atological data for
wind speed. wind direction, teluperawre, rainfall
and wlI'Ildity obtained from the nearest Pakislan
~~teorological lllepartment il4'eatber Station.)

3.1.1.2 5i te f.leteorolugJ'
( ....rovide si te llieteorology that describe the
dispersion charalcteristics of the atmosphere. 'Jilis
includes freq.JelUcy distrih3tiolll of wind speed and
roration by stability class.)

3.t.l.l Existing Air POllution ~Irces

(Provide a list of all air polJution sources t,d tnin
10 ka' thatel:::it £!!DIe than 100 DiU/year of
p;.rtirolate mttel, S02 or NOx")
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3.1.1.4 i\JWient ,\ir QJan ily
(P,ovidc baselin«: <lir <fJallt}' e~ailUaled tJui!:.ugM~ tthc
use of air disper:sion nXHfels or lllOnitoring
eqa i ptScn t. )

.3.1 .2 Land and Ita leT ReS<lU fees
3.1.2.1 SJ dace Katpr ReSil)J fees

{Prov ide a djsmssion of existjn~ Ul thdrawl 5 am.ll
discharges, include flow statistIcs and W'dtcr
qiJality inlorooation.}

3.1. 2.2 Geology t PhYSlogr;;lphYt ]o....,ograph)·, and Seism,jd ttl'
lPlovide a brief desc.riptJlt>D of sHe geology
including in!ofLl'tJaltiofl f mllJ soH borings. If
available. Include a tOJX)logicail map.)

3.1.2.3 t.roond h'ater RcsclJJlrces
{Pruvide informatiion Oil gruJod wiater S.Jppl jcs
wi thin 1 kml or th*.;~ 51 te inc.h.adin;g qJanti ties <llJUlld

qual ity. rows shoolJ be placed on fOtablc lLlS<r:S..}

3•2 I:COLC\J ICI\L l;rt\r IRONiHMfI
«Jhe (Oill S 0 f these sec t ions wi U be 0111 the plan t Prolpe r t)" anJ on
associatc~ water bodies.J

3.2.1
3.2.1.1

3.2.1.2

I;xis ling wow"i t j!es
Plant Site
{PI017iue a list of: species hl\',~nd on the plant s~te

and those species that woold I iktely use the Nta~1l1 tat
at the si te. J

I\ater Hody
(Provide a HsUn~: of aqJ3tic s~Kjes inclUding
planK.ton, fish. invertebrates and larival 10Jnn5

that may be iGmJpracted b}" the plant through
impingement, entrainment and discharge.)
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3.2.1. lndangered Species
(Provide a listing ofl:ndanger(~d. Rare and
"llnerable species in the plant vicinity.. If sl!Ich
species Day ocO!r~ site-specific s.:rveys may be
rCqJ ired.)

3.3 SOGI#\L, lULcWkAL. AN:O INSll1UnOWU. bNVIRONMENT

3.3.1 Land Use
(PlOvide a map of the plant vicinity showing land
uses wi thin I kill of the plant. J

Socioeconogics
(In the follOl",ing 5Ubsections Jl1l"OV ide infoflttdtlon
from the soallest poii tical jurisdiction ..here the
project is locatc~. e.g•• 'talukallehsH; statistics
3iC available !ml1l the federal or .Provincial
govemr,ncnt .. J

3.3.2.1
3.3.2.2
3.3.2.3
3.3.1.-1

Demgtraphy
b1Jlpl oylten t and !canoliRy
lransllOrtation
FacH i. ties and $ervilces
(police/schools/health
care/firelUtilitjesJ

3.3.3 OJ 1ttl fa1 Resoo fees
(Provide a di ~(USiS ion 0 f 1ifes tl~le, OJ1 tu ral
patt.erns and atti tudes; historiccal and
archaeological resoo fees within 1 klDi of the plant.)

4.0 EiNVIRO,M,lbNIAL UIPAC.S OF lItE FROIDSl:D ffiOJI:Cr
lIn to IS sectIon the profOser woold present constmclLion and ope ration
impacts of the JX>wer plant- to the f:hysical. ecologiu11 and social
env i romnen t • J

4.1 PHYSICAL b"llVlROmlfHf
-1.1.1. Air Q,lality . •

(Provides an impact analysis using appropriate dispersion
nndels wi th at least I year of meteorological data to
es~imate plant illpa.cts. lhe primary fOllutants to be
modeled include lSP, SOb and 002. lsopleths of maxi!1URI
impacts shoold be provided. lhis information woold be used
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to assess impacts to foman heal th and weI fare, agriQJllU H!,

so its, and other i.po ftant or sensi live receptors in the
a lea. ltt>del predictions shoo Id include l-hoo r t 3-hon I,
8-hwf', 24-hcur, seasonal <lnd anwal impacts .. All potclIllal
bel al tematives should Ix: addressed. ] ransboundary a i I

iln!pacts sncold be addressed.)

~ise

(Provide estimates of ooIS(: impacts to sensitive receptors,
Le., residential areas, villages, hospitials, and schools.)

wa te r Resoo fees
(Riverine Systems: Provide water withdrawl impacts based 011

percentage of water use relative to the IO-year low Bow
comB tion. A lcgional nOll' balance shwld be developed to
assess impacts to agriOJl bJt re and portablle uses. 'Jherrrr"il
and chemical discharge sfwuld be IOOdeled using a two
dimensional river model. Open Water Systems: Provide
information on the impacts of the thermal and chemical
discharges using an appropriate model. Itmoff from plant
systems I!Ust also be addres,sed for ooth systems.)

Land Resoo rces
lPtovide a disQJssion of effects to soBs at the plant site.)

<1 • 2 hCOLOU IC\L I::NV IROmlliN'f
Ohis section should use information frora previoos sections on level of
i rnpac ts • J

4.2.1.

4.2.2.

4.2.2.3

Vegeta tiun Rcmval and loss of Wil dli fe Hclbitat
(Prov ide information on the ecological habi tat that will be
oi recUy impacted by the plant construction. Refer to
information in section 3.. 2.1.1.J

Ai r QJal i ty Impact
tUs:f1g the ai r q...aality projections perforfliled for Section
4.1.1., provide·esti&at~sof air emissions effects on
wildli Ie, vegr: ta tion and ag rim1bJl'e. )

4.2 .. 2..1 kildlife
4.2 .. 2.2 Vegetation
4.2.2.3 Agriml tJJ re

Acpa tic Impacts
(Based on the biological inforfl3tion SJpplied in 3.2 ..1.2"
provide estimates of aqJatic impacts.)

4.1.3.1 Impingement and Entrainment
4.2.3.2 lhelmal and Chemical
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·I.,} SOiCld\r. MilJ tULIURAL I:NVJI<O~I/Db\""1JS ON PRU~\RY AND Shro.~DAAYI ~'ilHti\~ lamc) URI:

.1. 3.1

~1.3.2

I. 3. 3

Land Use Jrapacts
(Provide infofaation on dlangesin Jailld use I'c9Jlting f roll1lconstructing and operating the project. Refer to discussionand land use map presented in Sect jon 3.3.1. J

I:Icmogra,:h ic Impacts
(Provide an assessoent" ot any changes in plp11ation,
employment and ecoooilic patterns die to t~e project.Include ~enefits as well.)

4.3.2.1 Popllation Patterns
4.3.2.2 blploysent Patterns
4.3.2.3 .l:.cooollic Pa ttems

Prima ry InfrastructlJ re
(PICSClit an cvaluaHon of aU prima ry int ras tmctu re
leqJilcments including hOlJsing, health care, utilities~schools, transp:>rtation:, pol ice;lo and coltIDUnication requ iredby the ptO jec t .)

"4.3.3.1 Keep i rements

4.3.3.2 Costs and' Sources of Revenue
(lncluding foreign exchange/local OJ rfency)

4.3.3.3 &hedJle and I:ffects of Delays
4.3.3.4 "haining

Secondary Infrastructure
(Evalua te all secondaf)· infrastlUctu re requ i rements
including housing, health care, utilities, schools,transportation, police ami comm..mication.J

4.3.4.1
4.3.4.2
4.3.4.3
4.3.4.4

4.3.4.5

Increased bemnd for facil i ties and Services
Inmced ~YelofAlICnt
Development Strategy and Requirements
Costs and Sal rces of Revewe
(includi\lg foreign exchange and local OJ rreney)SchooJles and I:ffects of Delays

4.3.5 OJ I tu ral Resou rces
lUsing the infol1lBtion contained in Section 3.3.3, provide adisQJssion of poten tial illpacts to aJ! to ral resou rces within1 km of the plant. J

".3.5.1 011 tu ral Patterns and Values
4.3.5.2 Historical and Archaeological Itesources
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Ocwpational Heal th and Safety
(I:valuale the project based on the World Bank OcOlpational
lIealth and Safety ClJidelines, .l.Jne 1984) -

4.3.6.1 OCcupational and Safety Hazards and Potentials

4.3.6.2 ReqJ i rements
4.3.6.3 Costs and Sources, of Reverue
".3.6.4 Training

IndUstrial Hazards Assessment
(Utilize the World Bank ~Bnualof IndUstrial Assessment to
eval\late areas of potential catastroJilic p[!.>portions to the
physical, ecological or social environment)

5.0 ALll:k.i\fAIl VE f;VALUATION/.&NVIRONMl:HrAL J.UTlGA1ION PLAN AND J.ION110RING
PROGRA.'lS
lIn this section evaluate feasible alt1ernatives that ~ld mitigate a
sign ificant impact. An analysis shwld be provided that incl:Jdes
organizational resJX>nsibility, infrastructure and tralining re<pirernents.
Capital and reru rring cos ts for mni toring programs shadd be
identif ied. J

5.1 Sl:.a>NDARY INFRASIRUClURE DEVaOM-lENf
5.1.1 Heal th Care
5.1.2 Education
5 . 1.3 Po1ice
5.1.4 Uti! i ties

(electric, ""aler, sel,er, and cOmmJnications)
5.1.5 Other

5 .2 l.OCAL. "RAININ~ AND BIPLOfMENf REQUIllli\IENTS

5.3 f\X>NIJORING PROG~\lS

5.3.1 Air
5.3.2 Water
5.3.3 Social

5.4 OCCUPATIONAL SAFETY AND HEAL1H
• r

5.5 h\lhRGENG'i PR.E:VENlION AND PLANNING
Ohis section will present ..3 framework. for an action plan to
resp:>nd to emergencies likely to oCOIr at the plant.}

7.0 RbtERbNCI:S
At tachJDen ts:

E&~;KOSKY:Ashley

3771g

(Prov ide attachments as necessa ry to 9J PPO rt the
assessment. Include' copies of applicable permi ts and
approvals.)
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LISf OF EXPRESSIONS OF INU:REST IN POWER GENERATION

NA~lli Of PROJleI'

Dark'aza

Ka rach i Steam Po\O'e r

Urbdn Electric

FUEL

Oil

Oil

Oil

LOCATION

Q,Jetta

Karachi

Port Area

SIZE

70 MW

1200 ltlW

SPONSOR.

Siemens/Foster
Wheeler/Baluchistan Dev.
Atthority

Urban Electric Corporation

Babcock and hilcox

HabibJIlah/Sicmens
lQJetta)

lIahi hJ llah/Sicmens
(Lakhra)

Salt Range Coal

Lakhra/Urban Elect.

Lakh ra/Pakl and

BRB Link Canal

Deg Fall

Upper Go jera Canal

Up]per Chenab
Canal (Bambanhala)

Upper Pakpattan
Canal

Coal Q,Jetta 30 f.\W

Coal Lakhra 100 f.lW

Coal Jhelulia 60 lw~

Coal Lakhra 75 P,lW

Coal Lakhra 120 "1W

Hydro Near Lahore 12 MI/

Hydro Near Lahore 3.83 lr1W

Hydro SheikbJl1.u3 1.90 f.tW

Hydro . 'GJjranwala 4.24 MW

Hydro SJlemanld 2.40 MW
Barrage

HabibJllah 1-Jines/Siemens

Habiblllah kines/Siemens

Saif Int'l Gombine Ltd Goal
filining Co

Urban hlectric & Pa rtners

Pakland/Bechtel/Pyro Power

Army Welfare Trust

"Un. Irrigation & Power
RJnjab

Min. Irrigation &POwer
Rmjab

"~in. Irrigation &POwer
Jllmjab

Min. Irrigation &Power
lbnjab

Lot."er Bari lbab Canal Hydro

l.o""e r Ba ri Ihab Canal Hyd ro

Sahiwal

Sahiwal-

1.99 MW

3.77 lr;k

Min. Irrigation &Power
Rmjab

Min. Irrigation &Power
RJnjab
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LISI Of EXPRhSSIONS OF IN1ER.EST IN POWI:R GENcRA110N

Nt\,\IE Of PkOJher

~bin Line Lo\rt:r

B.S. Link 1a il

Rohri Comb i ned

B.S. Link

.Jinnah lla nage

FUll

Hydro

Hydro

Hydro

Hydro

Hydro

LOCATION SIZe

Sheiktup.H3 5.04 MW

3Jlemanki 6.0 t-tW

Rohri (Sind) 12 M'i

Renala 9 ~~

Jinnah 120 ~M

Barrage

SPONSOR

f-Un. I rriga tion & Power
Rmjab

Federal & Prov incial Q)vt

Federal/Sind Govt

Federal/RJnjab wvt

Uaban clec./Canadian Co

Sari/fundi. Gas Sa ri llindii
Dam

lbt kno\oin Oil & Gas Dev. Co rp

Adhi

NandJll r/Panji r

Gas

Gas

Adhi

Ctuprata
(ltUI tan)

Pakistan Petrolwin Limited

kAPDA/Private Sector

Leghari Gas Leghari
(Badin)

tbt Known Union Texas

Ucch Gas Ucch 250 lwtli
(Baluchistan)

Oil & Gas Dev. Co rp

Kha i fJll r

Khandkot

Dabhi

Gas

Gas

Gas

Khai rp.1 r
(Sind)

. 'Khandkot
(Sind)

Dabhi

lbt known Pakistan Petroleum Ltd

tbt known Pakistan Petrolatm Ltd

tbt known l'bt known

Cogene ra tion/SJ i
tbrthem Gas

Finance & Trade
Center Generation

Gas Lahore

Gas/Oil Karachi

1.6 lrlW Saw m gas tu rbines SOLAH/
SJi rbrthem Gas Pipelines

2.8 lrlV AEG/Germany-Consortiull
of owners

Pakland Paper Ltd.
Cogeneration

EIiE:JRM:aa

Oil tbt Known 13 MW Pakland Groo p



PR IVATE SECTOR POWER PROJECf

ANNEX V

ANALYSFS TO SUPPORT POLICY DIALOGUE

During the implementation of the Project policy dialogue, technology
transfer, and institution build ing ae t ivi ties wi 11 requi re a considerable
amount of supporting information. To answer this need~ a number of
studies are planned. Possible study LOpieS include:

1.

2.

~.

6.

i •

8.

9.

10.

11.

Analysis of the magnitude and coStS of l(;adshedding at the national
level.

Analysis of the costs and agricultural prodoction effects of the
subsidy which \~APDA provides to the agricultural sector with the
current flat rate tariff for tubewells.

:\ssess~ent of BTIJ requi rer.1ents to pump one foot h~;c tare of
irrigation \o.-ater with diesel and electric tubewellls considering the
energy efficiency of diesel and electric tube\oiells and the magnitude
of distribution losses in the national grid.

Analysis of the process for extablishment of environmental
regular ions for energy related faci Ii ties.

Benefits of decentralizing the power utility functions into
generation and transmission, urban distribution and rural
distribution.

An institutional ass,=ssment of the ,capability of power organizaitons
and institutions in South Asia to identify the potential for
regional technology exchange and training opportunities.

A feasibility study on issuing private sector utility bonds to
finance specific private sector power projects.

An institutional assessment of private financial entItles operating
in Pakistan to evaluate their potential for serVing as an
Intemediate Credit Institution for the Private Sector Window.

A comparative study of electric utility financing practices in the
US, Europe, LDCs ard Pakistan.

A survey of world-wide electricity tariff structures to determine
the extent LO which LR.\tC is actually used to determine electricity
tariffs.

~~ analysis of alternative quantItIes of natural gas which should
be allocated to fertilizer and power generation use during the next
20 years.
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12. A siroula~ion study to analyze the jmpa~t of different electricity
tariff structures on farm income, production, irrigation intens~ty

and amounts of electricity used by electric tubewells.

13. S~andard contracts for small subproject sponr..ors on an "avoided
COSt lt or other appropriate basis to simphf)' and redl.ce the cost of
the proposal submi ssi on/approva1 process.

14. Feasibility studies for independent. rural utilitj,es (generation plus
distribution)

15. Specific pre-feasibilit)· analyses of potential sull;tprojects to
de\'elop data for the preparation of opportunity notices ror private
po\o\er prodocers.

16. Feasi bi 1it)' stud i es for gene rat ion and d i str ibutJ IDn of power in
industrial estates.

17. Private contract operat.ion of selected WAPrt\ generation facilities
or distribution feeders/substations.

18. Analyses of alternative purchase pricing options such as the avoided
coSt concept, bid eStablished prices and cost-based pricing.

19. ~tions of increasing private secVJlr debt financing by floating
public bonds and other financial mEchanisms.

At. least seven su:h spec ia1 st.udies wi 11 be undetaken during t.he
first five years of the project. USAIU project officer will approve
request for Special Studies funds on a case by case basis.

On PC ID: ANNEXAA:TAS
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TERMS AND OJmInCNS OF AID AND t()NOR PINA.'lCIh'G-
Estimated Sources and Amounts of Ftmds

USAlD
World Bank
Japan (OECF)
Great Britain (O~)

Asian Development Bank (ADB)
Genrany
Ilaly
TOTAL

125 million
150 mi IUon
ISO mi Ilion
20 mi Ilion

100 milli.on
30 milUon
SO million

625 milli'Oii

BoTr~r Grantee: Governmenl of Pakistan, for onlending thrOl.-gh ICIs to
sub-bOrrowing private entities 'incorporated lIDder the! laws of Pakistan
undertaking approved p~~r generation projects.

Amounl2.: The Fund wi II loan up to J percent of the total subproject
cost. Private sector equity will be at least 2S-percent.

Currencies: Fund wi 11 be available ma:inly for foreign currency costS,
bUt associated 10:a1 currency costS O:imited to 30-percent of the loan)
may be covered. Repa)'ment currency: Rupees. The GOP retains a spread to
cover foreign exchange flu:tuatioos.

Maturities: Max: 23 years t including a grace period of up to 8 years.

Interest Rate to GOP: Varying rates to GOP according to individual donor
agreements resulting in a blended rate estimated at 8 percent per annum
(pa ).

Interest Rate to Intermediate Financial Institution:

8.5 percent pa, ~nich results from:

8 percent pat to donors, inclusive of foreign exchange risk
0.5 percent pa, for Fund administratoin cOStS

Sub-Loan Approvals: The NDFC will have authority to approve loans.

Sub-Loa~~rovalAuthorit.y: Majority of the NDFC Board.
of the ND will have sigmng authorit)'.

The Chai rman

Project Analysis: The sponsor will provide the NDFC tliith a detailed
projoc t analysis. The PED wi 11 manage the loan revielil process~

g>P Repayment Risk: GOP will repay loans to donors at agreed interest
rates except for grant funds.

Reflew of sub-borrower's loan princ~al repayments: All principal and
IntereSt payments ",tien made by t.he rrowing private companies will be
passed through to the GOP. GOP and USAID wi 11 agree to channel reflo-Jlis
into the priva~e po~~r sector of Pakistan.



Funds flow: Donors provide funds in accordance wi th usual donor
agree~~nls with the GOP.

Frollt end Fees: Fees charged by lending bank. to the borrower upon
'lO'rtTal loan arawdo"n amolIDting t.o I 1/4-percenl to' S-percent of the
u;n.al Fund loan depending upon size of project, plus out-of-pocket
consultant and legal fees for account of the borrO\oleL An amount of
these fees equal to I-percent will ~~ remitted to the Fund for its and
the PP~'s expenses.

ID: AXXEXZ
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roYER GENERATION CAPACITY AND
LOAD SHEDDING ESTIMATES

Table X-I: Power Genera~}Jm Capaci!yEs.!!!tates, 1987-88

---,----r I I I
r·B ]eslones Year lTotal ITotal IMaxi mum I~faximum

r.apacity IPlanned IExpected IAvai lable
Planned by ICapacit~' ,capacity ICapacity
the end of IWithout IWithout IWithout
the Ytear IPrivate IPrivate IPrivate

PoWftr IPower ]/ IPolier 2/
(f.fW) n·M} (MW) - I 0·1'11)

I
I
I

End of the Sixth Plan 1987-88 6,7]6 6,716 6,716 I 4,3]9
I I
1988-89 7,:Z06 7,206 7,023 I 4,564
1989-90 8,314 8,314 7,786 I 5,J7S
1990-91 9,084 8,954 8,270 I 5,562
1991-92 11 ,928 10,598 9,42J I 6,199

I" I
End of the Seventh Plan 1992-93 I ]3,112 lI,782 10,214 I 6,900

I I
1993-94 I 13,528 11 ,992 10,361 I 7,027
1994-95 I 14,221 12,185 10,491 I 7,131
1995-96 I 16,Jl81 13,545 11 ,443 I 7,322
1996-97 I 16,941 13,905 ]] ,695 I 7,883

- I I
End of the Eighth Plan 1997-98 I ]7,7.41 13,905 11 ,695 I 7.934

I I

• r
Source: Draft Seventh Five Year Plan and USAID Estimates.

1/ Assumes that WAPIl4. wi 11 comI'lete 70 percent of planned capaci ty expansion
activi ties during the Seventh and Eighth Plan periods.

2/ Based on ''later flow data for January (the month with the grealest load
shedding) and assuming that 80\ of thermal capacity is available to
alleviate load shedding -- i.e., scheduled and unscheduled outages will
not exceed 20 percent.

•



Table X-2:

Annex X
Page 2 of j

Expected Load shedding Alssuming an Effective Program of
Load ~Ianagement and Energy Conservation CUI & EC) to Lim! t
Demand.

I r r
IPfAK IJ.I&EC IPFAK IJ.lAXnt1J.1 HvfJ.\XIMt'" IWAIl-

l-tlLESTONE YFAR 1D9IAND IN IDf.MAND IEXPECTED IAVAllABLE ISHFDDING
1(JIm) (JAN) tWlm 100PACITY ICAPACITY IWIDrOOf
I UI&EC ··IWIUIOUf IWlntour IPRJV'i\Tf
1 (JAN) IPRIVATE IPIHVATE ISFCWR
i IPO\iER 1/ IPOWER 2/ IPO~~;ER AND
I I I 1t'illl1 utE.Fe
I I I 1 JJ~)

------- -----_.- ------ -------1---------1----------1----------
1 2 3 4=2-3 I 5 1 6 I 1~6-4

1 I I
I --, r I

End of the 1987-88 5,492 5,4192 6,716 4,319 I - ],]73
Sixth Plan I

I

I
1988-89 6, no 63- 6,041 7,023 4.564 I - J,483
J989-90 6,783 122 6,661 7,786 5,175 I - ],486
1990-91 7,582 2801 1,]02 8,270 5,562 I 1, '740
1991-92 8,486 4391 8,047 9,421 6,]99 I - ] .848

I I
End of the 1992-93 9,2631 6491 8,614 10,214 6.900 - 1,714
Seventh Plan 1 1

1 I
1993-94 10,1891 8451 9,344 10.361 7.027 - 2,317
1994-95 11 ,2081 1,0391 ]0,1691 10.491 7,]31 - 3,038
1995-96 12,3281 1,2331 II ,0951 11,443 7,322 - 3,113
1996-97 13,5611 1,3301 12,2311 ]},695 7,883 - 4,348

I I 1
End of the 1991-98 14,9171 1.4211 13,4190l 11 ,695 7,934 - 5,556
Eighth Plan . " I 1

1 1 I

Source: Draft Seventh Plan and USAID estinlaltes

1/ ltfaxirnum expected capacity assumes that only 70 , of the GOP's generation
- expansion plan will be achieved. This should be comp~red with the actual

completion rate of 53 \ during the Sixth Plan.

2/ f.laxiwm avai lable capaci ty is based on historical \or'3tler flow data for
- January (which is the month of lowest \1,ater flow) to lestimate hyde1

capacity and assumes that 80\ of theI1l!C!ll capacity is .available (only 20\
for scheduled and unscheduled outages) to alleviate load shedding.



Annex .x
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Table X-3: Expected load shedding Assuminjg No Effective PrograllJ
of Load fofanagelDEmt and Energy Conservation CUI & Ee)
to Limit Deund.

- ),546
- ),608
- 2,020
- 2,281

- 2,363

- 3,162
- 4,077
- 5,006
- 5,678

4,564
5,175
5,,562
6,]99

10,,361
10,491
11,443
]] ,695

--, 11---
5,492 6,116 ~ 4,319

II
7,023 II
7,786 II
8,210 II
9,42] II

II
10,214 II 6,900 I

II I
II 7,027 I
II 7 t 131 I
Ii 7,322 I
II 7,883 I
I I

11 ,695 II 1,934 I
II I

6,110
6,183
1,582
8 11 486

9,263

10,189
]1.208
12,328
13,561

I

1

]987-88

1988-89
1989-90
1990-91
1991-92

1993-94
]994-95
1995-96
}996-91

1992-93

----r-I
PEAr" I ,.11\.'(nDI I ~A,( nll~J ILOIill

DDWID I EXPECTEDI AVAILABE ISlIEDDING
(JAlil) I· CAPAClTi I· CAPACITY IWIntQur

I tfl1HOOf I WllHOUf IPRIVATE
I PRIVATE I PRIVATE roWER AND
I POWER 1/1 J'()N'ER 2/ WIn rot1f
I -I - IJ.t~EC

I I (JAN)

.----+---- -----_·,----1----------1---------- -.'-----~-~-
1 2 1 3 I 4 5=4-2

I II

~ULESTCtm

End of the Sixth Plan .,
I
I
I
1
I

End of the Seventh Planl
I
I
J
i
1
I

End of the Eighth Plan I
I

• r

Source: Seventh Five Year Plan and USAID estimates

1/ ~faximum expected capacity assumes that only 10 t of the GOP's generation
expansion plans will be achieved. This w111 be cODlpared with 53 \ which
was achieved during the Six Plan.

2/ t-Iaximm available capacity is bas~d rOn historical \dater flow data fOT

January (which is the month of lOk~st water flow) to estimate hydel
generation capacity and assumes that 80\ of thermal c~pacity is
8vai lable (only 20 , for scheduled and unscheduled outages) to alleviate
load shedding.

E&E:JRltlorgan:tas
ID: AnnexX
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AGENCY -=OR INTERNATIONAL OEVELOf.""ENT • ~:rtf;
WASH.HerON. I) iC 2052,) ~ V
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Deto .....__..,_. _
.._-------~--.. -_ ...._---- ~

Dear Jim:

I am pleased to send you our recently published report
on "Power Shortages in Developing Countries: Magnitude,
Impacts, Solutions, and the Role of the Private Sector.»

Our analysis reveals that power 3hortages exist in
over half of A.I.D.-assisted countries. These shortages
often exceed 10\ of the existing generation capability,
causing significant reductions in economic growth. If the
cu[ren~ trends of increasing energy demand continue, over
$125 billion per year in capital expenditures: will be
needed over the next twenty years. Developing nations are
not able to sustain this level of expenditures.

Eliminating electric power shortages requires the
innovation, experience and financial participation of the
private sector in power generation and system operation.

A.I.D., in conjunction with multilateral development
banks and other donor countries, has been in the forefront
of promoting the concept of private participation in the
elec.tric power sector of developi.ng courrtries.. Looking to
the" future, A.I.D. anticipates playing a special role,
outlined in the r~port, in helping mobilize and direct
private sector resources to improve the power systems in
these countries •

...-----.,;~

I'~. ,]1_ ,

r. . R£C6l/[O .
r JUl 31 198"!J

k
(~
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After reviewing the report, please feel free to
forward any comments and sU9gestioins you believe might
prove useful, particUlarly as they concern encouraging the
participation of the private sector in energy development.

If you would like further information or copies,
please contact Dr. James 8. Sullivan, Director of the
Office of Energy, SA-IS Room 508, Washington, D.C. 20523
(703-815-4203 ).

Sincen~ly,

~~',,--
Alan i'l()ods

Enclosure:
a/s



ANNEX - Z
Case Studies of Private Sectq,r Projects

~et Syst~m O~tt~t (~~)

$te.~ PfoO~ctuoro. Iblhr

S~SI~ C~PMtIIY '~etct (~)

f'.llt!l Used

~eat t.ate (9tu/t~~):

fuel t~u

loul Project (cst ($. ,miHioo)·

US EQUlpnel1lt

US '!lither

local E'1;lUl1!P"I£'T1lt

le·tal (Hiller

Proj«t 1

"'1lA,

60
rUfJlobce en

alSO
94.5

(J/l~.e)

6O.'{,1

45.00
0.00
1.16

14.21

Pto;«t l

Ilei lef"/$)'$ tflll

tultblM

S10
JlA

60
flUtln.l~. Oil

9600

94.S
(t/lColMe)

N'A

1<0.0

146.0

73.0
19.54

161.'6

Project 1

Aff/$le_

tllllrlblM

49.5

IfA
60

C~l

11~O

20
(1/t Cln"<e1t

6IO.TS
3:l.70

11.90

11.'0
j~.7S

9.5
N'A

60

M'~ 9uI Cas

1151!l1!lJ

1.5
(S/111l16 to)

6.501

'Sot
0.65
0.26

0.65

SttJI11l 'lUlfbilllot'
IIMW'$tdal

C~gflfleratiGlll1

l.'
62'!!lnO

60
Cas

26@~O

2.14.
(S!lT1nI3W)

1.0

3.0
1.32

0.25

~ott: A(~ ~oiects have at ltest 8 lO'year life; tax rate at '0 ~rcent; tax eAemption period
01 5 ynfS.

SOORCE: ReGlHagler. aailly. Inc.



[,lI\Jijlbie 1.

Interut hch it1l9t Total Katudty Cract'

Ran RIJIlrg! h'l$ut'ltlCe Co.~lt PetJcd ~er;od

Ctbt $O'Jrces (X) (X) (:;) (Years) ('furs)

..... -.. -.... ~ ... ~ ....•..•....•......• ............ ........... ....-........ .__ ............ .. ........

U.S. ~'llJtiD~ ier credit a 3-4 11-12 10 0·2
loca~l¥ HaTh~facturedHlthinery lund ] 0 1 8·10 0
Private S~clcr Uindow loan (PSV) 10·11 3-4 0·15 20 S
lc·ul CDm'C'rc:ial 8.w: fiNroeing 15 0 1$ a·l0 0

'nterNt i<C<I\l~1 finance Corporation 11 )., ""'5 10 0'2

O~bt S<c<urcu

u.s. S~r~lier Credit
lontly )«2nlufactured Kachilfb!ry fund

Private ~ett~r Vind~w loan (PSV)
local Commercial Bank financing

International IUnance Corporation

loIeiglHed beulje Cost of Oebt (X)

ueignted Haturity (yeats)

Scurce: ReC/Hagler, Bailly. Inc.
• r

Con;rllnt icnal
Dl'bl Mix

(X)

SO·TS
0-,0

(I

10·20

U.

9..!1lJ

9.50

Prhau
Seelter

"indio",

20"5
C·2'!)
30

UI

o

9.50

11 .. 10



bhibh C.1

Speelficilion of the 120 HW Oitsel Power Plant

TECHNICAL/OPERATING SPECIFICAllONS

120.00
Diesel Engine (6x20)

5.00
0.00

20
60.00

Hetric 'fonM

0.000221
95.39
0.00

0.470
o

0.00
1.41.
0.00
:5.00

""

Nllnltpllte SVlltll Output (MU):

SVlte- Configuration:
Awd lI.ry Cons"",t Ion (X) :
St... Production, lb/nr
SystOM Life (vrl)
SV.t~ C.pacitV.F.etor (X):
FUll unit:
Heet R.t. (Unltl/kWh):
FUll COlt, S/Unlt:
FUll COlt Elc.l.tion R.te (X/yr).
Varl.ble CLM COltl, '(c/kwh):
fl~ed O&H COlt. (S/HW/yr):
O&M co.t Elcal.tlon R.t. (X/yr):
Yorkl", Capltet/D@bt Reserve (SMM):
SelvIgo Valu.eX of IRR Depreciable 80••)
Length of Construction Porlod (v.ars)

PRICE SpeCIFICATIONS

Include thi, .een-rio In lonsltivitl ••?
Power .al.,·price, 'It period (e/kWh)
Power 1.1., price, 2nd period (c/kWh)
Yelr In which 2nd poriod begins
Steom Soles Pric.~ S 1000 lb

Seenorio 1
Yeo

5.50
4.50

11

0.00

Scenerio Z
Yes

6.05
4.9S

11
0.00

Scenario 3
Tel

5.00
4.10

11
0.00

FISCAL SPECIFICATIONS

0.00

5.00
10.00

40.00
20.00

008
5.00\.

'(~'.

Tox Rate on Project Protics (X):
T1ix Oepre"c i0 t ion 'er i od' (vrs):
Deprecietlon (SLOaSt. Line, DOS-Oouble):
Tlx b~t i 0" Perl od (vrs):
Import Levi•• (X of elf cost of

Imported equipment):
Worker's Participation Profit Fund

(X of pretlx profit):
Wltholding T•• on FK Oividonds:



Torgot Recurn (X)
Conltruction OptrDtlon

bhtbh C.1 (Continued)

'INANCINC SPECIFICATIONS

Dtbt Sources
••.•.•.••....••.•....•.. ~ .

Suppli,r" Credit (US):
LeeDlty Mid Mochinery Fund:
Prlvlte S.ctor Window:

LocII T.nI Financing .xct. Inl. , duty
Inurnotlonat re.... fin.tnclng: .

Working Copltll LOin:

Equl ty Sources
•••••••• 8 •••••••••••••••••••••••••••••••

LOCII Spanlor:
Local Public Offerl"9:
u.s. spcn;cr;
ather f!qul ty:

Exchange Aatt (Locil turrIS):
Inter.at on Limited Dlvld.ndl

Con~.ttlon of proj.ct COlt.
•.•••.••••...•...........•..............
Totlt Project COlt ($000 000):

US Equipment:
us Other
Non-U.:. Cqulpnont I.rted:
Non-U.S. Imported Other:
Loclt I!qui~nt;

Lout Othtr;

IOURCE; ACG/Hogltr, aoilly, Inc •

...

Toul

(SOOO 000)

41.26
1.16
0.00
2.87
0.00

..
Total

(SOOO 000)

4.53
9.06
4SS
0.00

17.50
8X

Toul

60.41
13.27
0.00

31.n
0.00
1.16

14.Z1

Level il~

Debt (YIN)

y

y

y

y

y
y

20.00
20.00
20.00
0.00

Rllf!:'

(X)

8.00
3.00

10.50
14.00
11.00
15.00

20.00
20.00
20.00
0.00

Pflrlod Ptr IlJd Currency bChOt'l9e'

AC(yrro) (Yr~) 'fur 1 'ff!/U' 2 "NIl' 3 Insul'.nce(~........ ........ ........... ....... ......... ......... • c' ............

0.00 10.00 12.38 16.51 12.38 S 3.S0
0.00 8.00 0.35 0.1,6 0.35 Its 0.00
5.00 20.00 0.00 0.00 0.00 s 3.50
0.00 8.00 0.& 1.15 0.86 RI 0.00
0.00 10.00 0.00 0.00 0.00 s 3.50
0.00

Contribution by T~or Ultholdlng Curnncy
V••r 1 Y••r 2 TeoI' 3 Tax (X)....... • c •••• ...... .....-..... .........

1.36 1.81 1.36 0.00 III.

2.12 3.62 2.n 0.00 As.
1.36 1.81 1.36 10.00
0.00 0.00 0.00



(-Itt'bit C.2

(~~~is~n of PtOi~\ 'I~i.' P.rro~*

Vhh £.M Vlthout PSV 'INol'ICIti9

Pover Sales Price Itt Period (centt/kUh)

lur In ~i(h SKond Period Iqin

SctNdo 1 SCeNdo 2 Sun.ado )

III' ............. .-......... ...............

S.SO 6.OS S.«lO

4-.S0 4.9S (.10

11 11 II

23.3123.9

2J.3/2S.5

-, ':he Hrst figun is fc,-r liait~ dlslrib.rticn 0" dividflrls

aNi the sucnd for \I'lliaittd di$U'ihiticn.

. ..



600.00
BoitEr IC@am turbine

S.OO
0.00

25.00
60.00

M!/Itric TOM.
0.000235

94.29
0.00

0.110
i),ClOO

0.00
9.90
0.00
3.00

bhiblt D.1

Speclflc.cionl 01 the 600 HW Imporctd 011 fired Pow~r Projtct

fECHNICAL/OPERAflHe ~PECIFICATIOHS

NomcplAtf SVlt.m OUtput (HW):
System Configurltlon:
Auxlt'.rv Consumption (X):
Stt.. Production, lb/hr
SYltOM Lif, (yr.)
IYICOM Clpicity flecor (X):
futl Un't:
Ho.t Rlt. (Unlta/kWh):
futl Co.t, S/Unlt: ~

'utl COlt fle.Lotton Rite (Xlvr):
Vlr,.blt o&H COltl,'(C/kwh):

".~ OLM COltl <"HWlyr):
O&H COlt E.c.lation RICt (X/yr):
Working C.pitIL/Debt 1'.lrYI (~);
S.lv.gt VoLut(X of IRA D.pr.ci~bt. 1.lt)
Length of Conlcruccion Period (yeor.)

PR.CE SPECIfiCATIONS

Power ••ltl priCI, "t portod (c/kWh)
Power ••1., price; 2nd period (c;/kW!'!)
Vcor in which 2nd porlod btOi",
Itt~ 511•• Prico, S 1000 lb

'I~CAL SPECl'lCAfrOHS

Sc:cnorio 1 Scenorio 2 Scet\lrio 3
5.50 6.05 5.00
L 1:1\ • AJ£ 4.10.... "" .....';1

11 11 n
0.00 0.00 0.00

f •• R.cl on Project Profft. (X): 40.00
f.~ Dtprfci.tion Period <vr.); 20.00

, Deprociltion (IL~.$t. Line, OOD.Ooublo): 008
h. b~tion Period (vrl): 5.00
Import L.vl_. (X of CI' COlt of

imporctd oquipment>: 15.00
Uorbr" '.rticip.lcton Profit 'und

ex of prlt•• profit>: 5.00
Uitholdint ,._ on ,. Oividendl: 10.00



(tl!llnbn ~.2

C(OI'C.JItncdlI 01 Pto,«t rilNnCfal '.rlotlNtliC*

"'Uh ,.NJ 'llllhwt PSV flnancfl19

P~~r Salts Pt'ce 1st Perled (c~ts/lWh)

S<:~tio 1 S<:en.ario 2 Sun.ado 1
........ '* .... .,........... .. ..........., ..

5.50 6.OS S.ClO

4.50 ,.t;S '.10

U 11 11

1S.3/16.S

13.eI1~.O

12. \/21.3

21.SI22.& 1.4/1.&

" I~~ 'nlst fi9Ure is for tl~lt~ distribution of dlvidfnds
ard tl!';e ncond for U'll ini ted distrib:itil)l1.



bhibic D.l (Contl~)

fINANCING SPECifiCATIONS

.•.....•.............. _- .•............•.•..••••......

Tocal
Debt Sources (SOOO 000)

~lf.r's Credit (US):
locally Mfd Machinery f~:
Private Sector Window:

Local T.~ Financing excl. Ins. &duty
International Term financing:

\,Iorking Capital Loan:

Equi tv Sources

local Sponsor:
Local Public Offering:
U.S. Sponsor:
Othe,. Equi tV:

Exchange Rate (Local Curr/l):

Interest on Lllalted Dividends

~itfcnof project costs

Total Project Cost (SOOO 000):
US Equipnent:
US Other
Non·U.S. Equlpnent I~rted:

Non·U.S. I~rted Other:
Local Equipment:
Local Other:

~AC£: ACG/Hagler, Uoilly. Inc.

eo.oo
19.54
0.00

58.96
96.50..

Total
(SOOO 000)

28.26
56.51
28.26
0.00

17.50
8X

Total

340.00
146.00
73.00
0.00
0.00

19.54
101.46

Interest Crace Maturity Orowdown by Year foreIgn
Levei Ized Rite PerIod Pet'lees Currency EJlchangt'

Debt (YIN) (X) AC(yr:o) ('(rs) Year 1 Year 2 Year 3 Insurance(%)
•..•......• ............ . .....••..• . .......... ........ . ...... ........ ......... . .............

V 8.00 O.OC 10.00 20.00 40.00 20.00 S 3.50
V 3.00 0.00 8.00 4.89 9.n ~.89 Rs 0.00
V 10.50 5.00 20.00 0.00 0.00 0.00 S 3.50
y 14.00 0.00 8.00 14.74 29.48 14.74 Rs 0.00
y 11.00 0.00 10.00 24.13 48.25 24.13 3.50
y 15.00 0.00 .......

Target Return (Xl Contribution by Year Uftholding Currency
Construction Operation Yellr 1 Year 2 Year 3 Tax (1)

............... ••...•..... ............. .••... ··0 ....... . ..................
20.00 20.00 1.07 14.13 1.07 0.00 h.
20.00 20.00 14.13 28.26 1.4.13 0.00 as.
20.00 20.00 7.07 14.13 7.07 .10.00 S

0.00 0.00 0.00 0.00 0.00



55.00
lolltr Steam Turbine

10.00
0.00

20
60.00

Metric Tome
0.000676

20.00
0.00

0.270
57.272.

0.00
O.TS
0.00
3.00

Exhibit E.1

SpecificAtions of the 55 H~ Coal Power Project

TECHNICAL/OPERATING SPECifiCATIONS

Nameplote System Output (1'1101):

System Configuration:
Awd lIary Con.~tIon (X):

SCe~ Production, Ib/hr
SYltem Life (yrs)
Syate. Capacity Factor (X):

Fuel Unit: .
Heac aate (Unltl/kWh):
Fuel COlt, S/Unlt: ~

Fuel COlt Escalation Rate (%/yr):

Vari.bl. O&H COltl, (c/kwh):
Flxud o&M COltl (I/MW/yr):
O&H COlt Elcalation Rae. (%lyr):
Working Capitll/Debt R••orv. (SMH):
Salvos. Valuo(% of IAR Depreclabl. aalft)
Length of Conltructi~ Period (ycar.)

PRICE SPECIFICATIONS

Po~#.r ••lci price, 11t period (c/kWh)
Power ••1•• prico, 2nd poriod (c/kWh)
Velr In which 2nd period begin.
Steam Sal.1 Prlco, S /000 lb

fiSCAL SPECIFICATIONS

Scemrio 1
5.50
4.50

11

0.00

Scenario 2
6.05
4.95

11
0.00

Scenario 3
5.00
4.10

"0.00

To~ Rote on Project Profits (X): 40.00
Tox Depreciation Period (yrs): 20.00
Depreciation (SLDaSt. Line. OOB&OoYble): 008
Tox Ex~tion Period (yr$): s.oa
Import Levi,s ex of Clf cost of

Imported oqulpmcnc); lS.00
Worker', Participation Profit Fund

(X of pretox profit): 5.00
Wltholdin9 Tox on FX Dividendi: 10.00



Exhibit E.' (Continued)

fiNANCING SPECIFICATIONS

Debt Sources
..•.•.....•.•... ~ ...............••......

Supplier'. credit (US):
locally Hfd Machinery fund:
Private Sector ~indow:

Local Tem flnoancing exc:l. in•• ,. duty
International TerN financing:

Working Capital Loan:

Total
(SOOO 000)

36.00
6.00
0.00
3.06
0.00

Level iZed

Debt (YIN)

y

y

y

y

y

y

Interest Groce Hatur! ty Orawdown by Year foreIgn
Rate Period PerIod Currency EAChange:

(X) AC(Yrs) (Yrs) 'Year 1 Year 2 Year 3 Insuronce(%)
.............. ............... ........ ....... . ...... "".0"" .. .. .. '..' ...... ..•...•.....

8.00 0.00 10.00 0.00 21.90 14.60 S 3.S0
3.00 0.00 8.00 0.00 3.60 2.40 Rs O.O\)

10.50 5.00 20.00 0.00 0.00 0.00 S 3.50
14.00 0.00 8.00 0.00 1.84 '\.23 Rs 0.00
11.00 0.00 10.00 0.00 0.00 0.00 s 3.50
15.00 0.00

Equi tV SOUI'c:el
. Total

(1.000 000)
Target Return (X,)

Construction I Operation
Contribution by Year

Veer '\ YoDr , Yelr 3
Wltholding Currency

Tax (X)

local Sponsor:
local Public Offering:
u.s. Sponsor:
Other Equi tv:

Exchange Rate (Local CurrIS):
Interest on Limited Dividends

•
Composition of pr~ject CO&ts._.... ~ ....•..•....•.•..•.........••....

Total Project Cost (SOOO 000):
US Equipnent:
US Other
Non·U.S. Equipment i~rted:

Non·U.S. Imported Other:
lOCAL Equipment:
local Other:

~CE: aCe/Hagler, Bailly, Inc.

5.05
10.1'\
5.05
0.00

17.50
ax,

'Total

60.75
36.50
8.10
0.00
0.00
6.00

11.15

20.00
20.00
20.00
0.00

20.00
20.00
20.00
0.00

c.oo
0.00
0.00
0.00

3.03
6.06
3.03
0.00

z.oz
4.04
2.02
0.00

·0.00

0.00
10.00

b.
Rs.
Rs.



(ddbit L2

C~rijson of Proj~et 'i~t.l P.rforr~t

"ith and Uithou{ PSlI , inanclng

StMario 1 SUNrI" 2 Scenario)
......-..... .'........... ............

P~er S.l~$ Price 1st Period (ttnts/1Wh) S..SO 6.0'S S.IJO

Power Sales Price 2nd Period (ctnts,lVh) .4.50 '.is '.10

Tur In ~~i(h Sfcond Period Begin 11 n U

Project Rate of leturn (X) .,
S4SeCas~ -6.21·4.0 ·;.'.6/·0.1 -to.7/·1.9'

-, Ihe Iin:t figure is fer Uailed distrib.JtiC«1l of dividtnd'S

and th~ s~cood for wUaited distribJt'on.



bltibit ,.,

fi'lC"'CAflONS 0' the 10 H\J G.u·fir~ P()Wllr PrQjttc::t

TECHNICAL/OPERATINC SPECIFICATIONS

lm1HI.I

10.00
CU Turbine!

5.00
0.00

20
60.00

..

""&:It.tt SV,UlIl Oucput (HW):
IYlC'- Con'ttvracton:
AUlIdU.ry Conl~cion (X):

Sf'. ProO.tcc Ion, Ib/hr
IYICc. Lif. (yr.)
~YlCDI C.poctty '.etor eX).
'Ull Unit:
Htlt .ac. (Unitt/kWh):
FUll COlt, '/Unit: ~

'Ull CQ.~ E.c.tlcton R.CI (X/yr):
V.ttabt. o&M COltl, (e/kwh):
,iloG ~ COICI (1IHW/yr):
O&M cOlr ItUt.lUton RaCI (Xlvr):
Working CApic.llOtbt R'lory. (JMM):
S.lvlgo VolUteS of III OtPr~~iAbt~ IBle)

L~th ot Conltruction 't,ioa (V.lf.)

PRIC! SPECifiCATIONS

'9Wor .It •• priet, tac period (e/kWh)
P~r l.l@1 pri,., 2nd poriod (e/kWh)
Y~lr in which Zrd period blgin.
Stt~ Sot,. Prlc., S 1000 tb

f'SCAL Spttl'ICAfIONS

fl~ R~t@ on Project Profltl (X):
Ii_ O~eGiition Period (Vf$):

O~lc,.tion ~~LO~£t. tint, Oe8~OQYQlt):

TOl f.~ti~ 't,ied eyfi):
Import Lt~i,§ ex of ell cv§c of

ifflPOFtcd fQUipmtnt):

Work@f'J ',rtieiPi~ion Profit 'und
(1 of prC~I. proflt):

Wlthotdin, f._ on fX OividtndJ:

O.ous
1.S0
0.00

0.000
20,000

0.00
I). Of!
c.co
3.00

40.00
20.00

008
S.OO

15.00

S.OQ
10,00

S!:i@fl4,tO l
:i.SO
4.50

!i

0.00

•

~e:t!'\Irl(l 2
6.0~

4.1IS
t...

0.00

SUNf ioS
5.00
4.10

11
0.00

•



.. '. " \. -
EJchibit f.1 (Continued)

flllUtNCIMG SPECIFICATIONS

Debt Sourc~5

Supplier's Credit (US):
Localiy Mid Machinery Fund:
Private Sector \Iindow:

Local Te.... Financing excl. ins... duty

InternatiOOlll Term Financing;
~rkiog Capi tal Loan:

Total
(SOOO 000)

4.00
O.~O

0.00
0.60
O.UO

Level i zeo
Debt (YIN)

y

y

y

y

y

y

Interes~ Grace Maturity Drawdown by Year foreIgn
Rate Period Period Currency hchange

(X) ",COrs) (Yrs) Year 1 Year 2 Year 3 Insurance(lj
............ _- ........ ... .... _.... _..... - .. --_ ... _.. _- .......... _... .- ..... _ .... ........... _ .. .. .. _......... ....... __ ........ -.....

8.00 0.00 10.00 0.00 1.60 2.40 S 3.50
3.00 0.00 8.00 0.00 0.00 0.00 Rs 0.00

10.50 5.00 20.00 0.00 0.00 0.00 S 3.50
14.00 0.00 8.00 0.00 0.20 0.40 lis 0.00
11.00 0.00 10.00 0.00 0.00 0.00 S 3.50
15.00 0.00

Equity Sources

Local Sponsor:
local Public Ofterfng:
U.S. Sponsor:
Other Equi t.y:

Exchange Rate (Local Curr/S):
Interest on limited Divi~ends

Composition of project costs

Total Project Cost (SOOO 000):
US EquipDent:
US Other
Hon-U.S. equi~t imported:
Non'U.S. Imported Other:
Local Equipnent:
Local Other:

SOORCE: RCG/Hagl er. aa iiiy. Inc.

,··'Wk.",..... ,;>,

/,""<,

rcul
(SOOO 000)

0.48
0.95
0.48
0.00

17.50
8X

Tlnal

0.50
4.94
0.65
0.00
0.00
0.26
0.65

Twrgct Return (X) Contribution by Year \litholding Currency
Construction Operation Yeaf 1 Yea:" 2 Year 3 Tax (X)

------------ ----------- ------- .. _.. - ---_ .... ------- ---_ ... --. --) -- --.... ----
20.0n 20.00 0.00 0.19 0.29 0.00 lis.
20.00 20.00 0.00 0.38 0.57 0.00 Rs.
~O.OO 20.00 0.00 o. ~9 0.29 10.00

O.CO 0.00 0.00 0.00 0.00

-.........,.... L' . .. • .•



hHbH '.1
C"~jt~s~n ~, Project Fi~ancial Ptrfor~e

~ith ~nd ~ith~ut PS~ Financing

SC~Ndo t SUfi'""0 2 Set"."o }

_.......... ............. - ... ...... _~ .........

Pi~",er Sales IPrice 1st Period ('Ce1\U/l'/ltl ) 5.50 6.GS S.I!lO

Power $Jles IPdce 2M Period (cfflU/l:VtI) L.SO (.';S 4.1\)

lear I", 'lO."kh Second Pedocf gegin 11 11 H

Proje'.f ;ate of ~etilJlrn ('~) .,
'"$lase Case 1'~ .4/21.4 Z!.3/JO.fl 12.0/" .3

"S\I Case 211).5123. ~ 30.3/32 ..5 t2.ZlU,.6

*, (he flint fiqUire is fer HlIIited distribJticn of divideoos
~nd the second fer cnlimited distribution•

. .

•



ANNEX AA

.\. lr.O. shall include the substance of the ioUowinq Ctr>ndlitions Precedent
~nd CO"'~Mtn'tts in the Project Ag['ee~~nt.,

1. OOtIDITJONS PRECEDEN~ yo DISBUR~EHEtNT

Prior to any disbt,asement fa! ComponentU of the project. i.e., [n
support of th.~ Private Sector Energy nevelopment Fund. or to the iss~ance

by A. I.!!). of dacurl'Jent.ation pucsuant. to which such disUmt'sem.ent win \be
made, the .grantee shall furnish to A. I .,D., in f~rm and subatance
satisfact.ory to 11..1.0.,

I. Guidelines for the review and evaluation of private sector
proposals by the GOP;

2. Evidence of es~abl islt-'itlent and staffing of a l~rivat:e PoWer Cell
nn the Hinistry of Water ,;Hld Po~UH":

3. Evidence of establish~ent and staffing of a P.~nd and the
execution of an administration agree~enlt hetween the Covernment of
Pak istanand the Fund WOre/PED h dnd

4. Guidelines for the opera tion olf the Fund~ inle:] uding 9uideHnes
for appra isal, approval and supervisionl of subproject loans by the fllmd.

I. The Grantee shall pcovide adequate suppo.rt diUI' in9 the entire
life of the project to the various Institutions which it is committed
either to establish or to strengthen pursuant to t~is project.

2. The Grantee shall per~it, and exert its best efforts to m~ke

available, adequate commercial and DFI rup~e credit in support of private
sector proposals to be financed throuqo the Fund~

3. 'The Grantee agrees to unde-'_ake or c.:Iuse to be undertaken a
study to assess the merit of establishing the pund as an autonomous
finance institution, and to review the recomendations of the study alld
to agree on a ti~etable f~r the imple~ntation of the a9reed
recommendations.

4. The Grantee ~grees to include proVISIons in all loans made by
the Fund reqoiring compliance with environmental guidelines and
resettlement requirements of the World Bank and USAID.

5. The Grantee agrees, in the event a decision is made to establish
the Fund as an autonomous entity, that no windfall gains will accrue to
the ultimate owners.



ANNex lilt
Page 2 of 2 Pages

6. The Grantee agrees that Joan repayments t~ the fJnd of interest
and principal ori9inal1y financed with A.I.D. project funds will be
relent by the Fund for activities consistent with th~ objectives of the
Private Sector Power Project.

Cod rafted : PDH: R"macht r ieb/RLA :Carter/e:'E:JKorgan

•..

clear: OD(A) - Peter Davis (draft)
OIR - James A. Horris (draft)

..
341Op/0047D::mak:sp


