
 

Issues Framed for hearing in the matter of Petition filed by Lahore Electric Supply Company (LESCO) 

for the determination of its Consumer-End tariff pertaining to the FY 2015-16 to FY 2019-20 Under 

Multi-Year Tariff Regime 

 

For the purpose of hearing the following issues have been framed to be discussed during the hearing 

and for presenting written as well as oral evidence and arguments:- 

i. Whether the petitioner has complied with the directions of the Authority given in the tariff 

determination for the FY 2014-15 in respect of following issues; 

ii. Whether the petitioner’s projected power purchases & sales for the FY 2015-16 to FY 2019-

20, is reasonable? 

iii. Whether the Petitioner’s request to allow the last three years reduction made in the O&M 

expenses with regard to provision of postretirement benefits after creation of Post 

Retirement Fund is justified? 

iv. Whether the Petitioner’s request to allow the total amount of its pension obligations of  

Rs.70 Billion, over a period of five years for transferring the same in the Separate Pension 

Fund is justified? 

v. Whether the Petitioner’s request for annual adjustment of non-controllable O&M costs based 

on actual costs merits consideration?  

vi. Whether the Petitioner’s request for annual adjustment of RAB to reflect actual CAPEX merits 

consideration? 

vii. Whether the Petitioner’s stance against the charging of UoSC by NTDC for the energy 

transmitted to LESCO directly by IPPs on 132KV Distribution System merits consideration? 

viii. Whether the Petitioner’s stance for calculation of UoSC based on coincidental demand 

instead on non-coincidental demand merits consideration? 

ix. Whether the Petitioner’s proposed transmission and distribution losses for FY 2015-16 to FY 

2019-20, are justified? 

x. Whether the petitioner projected power purchase cost for the FY 2015-16 to FY 2019-20, is 

justified? 

xi. Whether the petitioner reference O&M cost of for the FY 2015-16, including cost of new 

hiring, is justified for future adjustments till FY 2019-20? 

xii. Whether the petitioner reference depreciation charge for the FY 2015-16 is justified for future 

adjustments till FY 2019-20? 



xiii. Whether the petitioner Return on Regulatory Asset Base based on rate of return of 18.33% 

for FY 2015-16 to 2019-20 is justified?       

xiv. Whether the petitioner projected other income for the FY 2015-16 to 2019-20, is reasonable? 

xv. Whether exclusion of Late Payment Surcharge completely from other income, is justified? 

xvi. Whether the Petitioner’s request to allocate Late Payment Charges levied by CPPA as per 

actual delay made by DISCO rather than allocating the same based on an arbitrary mechanism 

merits consideration? 

xvii. Whether the petitioner’s proposed Investment plan for the FY 2015-16 to FY 2019-20, is 

justified, keeping in view the prospective benefits. 

xviii. Whether the petitioner’s proposed mechanism for calculation of prior year adjustment is 

justified? 

xix. Whether the proposed revenue requirements and average sale rate for FY 2015-16 to FY 

2019-20, is justified? 

xx. Whether the proposed incentive for proportionate increase in return on equity against 

reduction in transmission and distribution (T&D) losses, merits consideration? 

xxi. What will be the mechanism of charging Wheeling/Use of System Charges (UOSC) in case of 

network of XW-DISCOs are used for Wheeling? 

xxii. Whether the request of Petitioner to allow one-time reopeners/adjustments for private 

sector participation on the following, merits consideration: 

a.  Revision of T&D loss targets 

b. Amendments/ revisions to IGTDP 

c. Review of the financing requirements. 

xxiii. Whether the request of Petitioner to annually true up the following, merits consideration: 

a. Risk Free Rate 

b. Cost of Debt 

c. Distribution Margin (Uncontrollable Costs) 

xxiv. Whether the proposed efficiency factor (X) at Zero (0%) for first three years, and 0.5% for last 

two years, to be applied to the bench mark O&M cost excluding R&M adjusted by CPI, merits 

consideration? 

xxv. Whether allowance of cost of working capital, merits consideration? 

xxvi. Whether the requested allowance of Rs. 1,064 million for additional recruitment of 4,545 

employees in FY 2015-16 is justified? 



xxvii. Whether the petitioner’s request to link repair and maintenance cost with its gross fixed 

assets is justified? 

xxviii. Whether the Petitioner’s request for adjustment of O&M costs incurred as a result of force 

majeure or uncontrollable events (Z-Factor) is justified? 

xxix. Whether the Petitioner’s proposal for sharing of efficiency benefits regarding completion of 

required investment at lower than allowed cost, merits consideration. 

xxx. Whether the requested floor of 19% for return on equity merits consideration? 

xxxi. Whether the mark-up in range of KIBOR + 300-350 bps on delayed tariff differential subsidy 

by GOP or alternatively be allowed to adjust TDS from Power Purchase Cost, merits 

consideration? 

xxxii. Whether the request of the Petitioner for financial charges on loans obtained by GoP through 

PHPL merits consideration? 

xxxiii. Whether there is any major deviation in the petition from the NEPRA guidelines for 

determination of consumer-end tariff (Methodology & Process) notified vide SRO. 34(I) 2015 

dated 16.01.2015? 

xxxiv. What is the financial impact / loss of revenue due to TOU metering for cellular company 

connections and other similar connections? 

xxxv. Whether the criterion proposed by the petitioner for segregation between controllable and 

un-controllable costs is justified? 

xxxvi. Whether there should be any penalty as a cut on Distribution Margin (D.M) if desired level of 

performance standards are not achieved by the Petitioner? 

xxxvii. Whether there should be any mechanism for sharing of profits/benefits by the Petitioner with 

the consumers if the petitioner performance exceeds the desired level? 

xxxviii. Whether the concerns raised by the intervener / commentator are justified? 

xxxix. What are the concerns of the Petitioner on the application of domestic tariff for Government 
office, educational institutions and mosques? 

xl. Any other relief sought by the petitioner. 

 

2. The following issues have also been framed for the hearing with respect to IGTDP: 

a. Whether the load demand forecast provided by LESCO is justified? LESCO may submit 

the basis of load demand forecast. 

 



b. Whether the base line conditions identified by LESCO in its 5 years’ investment plan truly 

reflective of its prevailing performance and conditions? 

 

c. Whether LESCO has arranged the funds required to undertake these projects? If yes, 

LESCO is required to provide the details of source of funding in respect of each project. 

In addition, LESCO is also required to provide the details regarding PC-I approval in 

respect of each project identified under IGTDP. 

 

d. Whether the indicated capital cost of Rs. 74305 million (excluding consumer contribution) 

for proposed projects for next 5 years under optimally achievable case is justified? LESCO 

is required to submit year wise rationale in respect of improvement in HT/LT ratios and 

average length per 11 kV feeders. Further LESCO may provide component wise details 

regarding material cost, cost of land (if any) and other costs of each project individually.  

 

e. Whether the indicated capital cost of Rs. 85729 million (excluding consumer contribution) 

for proposed projects for next 5 years under best case scenario is justified? 

 

f. Whether the proposed T&D loss reduction in the given time period of MYT is justified? 

 

g. The linkage between investment plans and performance standards is the core component 

of investment plans therefore LESCO may provide a comprehensive year wise analysis 

about improvement in SAIFI, SAIDI and other performance standards achieved through 

+its investments. 

h. LESCO may provide the following information: 

  

Year Growth Rates (%) Energy (GWh) Demand (MW) 

2015-16    

2016-17    

2017-18    

2018-19    

2019-20    

 

Financial Internal Rate of Return (FIRR):  

Benefit cost ratio over the life of Project:  

Payback Period:  

 

i. LESCO is required to provide the Year-Wise Cost-Benefit Ratios in the following manner: 

 



Year 
Cost 

(Million Rs.) 

Benefits 

(Million Rs.) 

Cost/Benefit 

Ratio 

2015-16    

2016-17    

2017-18    

2018-19    

2019-20    

 


