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Purpose of the application 

IESCO seeks NEPRA’s approval of the annual adjustment and indexation of its 

distribution and supply margin for FY 2026–27, together with prior year adjustments 

relating to FY 2025–26 and outstanding earlier-year claims. This application explains the 

adjustment mechanisms, additional operating requirements, supporting calculations 

and relief requested. It also presents the FY 2027–28 projections used to derive the 

proposed calendar year 2027 amounts. 

The schedules present a proposed FY 2026–27 distribution and supply margin of Rs. 

74,420 million and a PYA claim of Rs. 157,864 million. Together with indicative power 

purchase costs of Rs. 292,721 million, the consolidated working presents a revenue 

requirement of Rs. 525,005 million. 
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1 Applicant details 

Islamabad Electric Supply Company Limited (IESCO or the Company) is a public limited company incorporated 

in Pakistan on 25 April 1998 under the Companies Ordinance, 1984, subsequently replaced by the Companies 

Act, 2017. The Company was established to take over the properties, rights and liabilities of the Islamabad Area 

Electricity Board of the Water and Power Development Authority (WAPDA) and commenced commercial 

operations on 1 June 1998. 

IESCO is principally engaged in the distribution and supply of electricity within its designated service territory. 

NEPRA originally granted the Company Distribution Licence No. 01/DL/2001 on 2 November 2001, which 

expired on 1 November 2021. 

Following IESCO’s renewal application, NEPRA granted Distribution Licence No. DL/01/2023 dated 6 April 2023, 

authorising the non-exclusive distribution of electric power within its service territory for 20 years, from 6 April 

2023 to 5 April 2043. 

NEPRA also granted IESCO Electric Power Supply Licence No. SOLR/01/2023 dated 21 December 2023, 

authorising the Company to act as Supplier of Last Resort within its service territory for the period from 27 April 

2023 to 26 April 2043. 

2 Basis of the application 

Following NEPRA’s determination of its Distribution Integrated Investment Plan (DIIP), IESCO submitted 

separate multi-year tariff petitions for the five-year control period from FY 2023–24 to FY 2027–28. The supply 

petition was submitted through Letter No. 6153–56 dated 18 May 2023 and the distribution petition through 

Letter No. 6157–60 dated 18 May 2023. 

Through Letter No. 6871–73 dated 5 June 2023, IESCO requested interim distribution and supply tariffs for FY 

2023–24, effective from 1 July 2023 and subject to adjustment upon final determination, to facilitate timely 

recovery of its allowable costs. 

NEPRA determined the interim distribution and supply tariffs for FY 2023–24 through Decision No. 

NEPRA/DG(Tariff)ITRF-607 & TRF-608/18263-69 dated 14 July 2023. 

NEPRA subsequently issued the final supply tariff determination through Decision No. NEPRA/ADG(Tariff)ITRF-

607/2460-64 and the final distribution tariff determination through Decision No. NEPRA/ADG(Tariff)ITRF-

608/2466-70, both dated 14 March 2024, for FY 2023–24 to FY 2027–28. 

The annual indexation for FY 2024–25 was determined through Decision No. NEPRA/R/ADG(Tariff)ITRF-

607/&TRF-608/IESCO-2024/9223-29 dated 14 June 2024 and notified by the Government of Pakistan (GoP) 

through S.R.O. 1025(I)/2024 dated 12 July 2024. 

The annual indexation for FY 2025–26 was determined through Decision No. NEPRA/ADG(Tariff)/TRF-607 & TRF-

608/9289-95 dated 23 June 2025 and notified through S.R.O. 1158(I)/2025 dated 1 July 2025. 

The tariff for calendar year 2026 was determined through Decision No. NEPRA/R/ADG(Trf)/TRF-607&TRF-

608/246-53 dated 7 January 2026 and notified through S.R.O. 45(I)/2026 dated 13 January 2026. 

Paragraph 47 of the calendar year 2026 determination directed IESCO to submit its annual indexation and 

adjustment request for FY 2026–27 to facilitate timely determination of the next tariff adjustment. 

Accordingly, IESCO submits this application for annual adjustment and indexation of its distribution and supply 

margin for FY 2026–27, together with prior year adjustments for FY 2025–26 and outstanding claims relating to 

earlier years, under Rule 4(7) of the NEPRA (Tariff Standards and Procedure) Rules, 1998. The supporting 

schedules also present FY 2027–28 projections and the corresponding calendar year 2027 amounts for the 

Authority’s consideration. 



IESCO  |  Annual Adjustment and Indexation 

Page 4 

3 Distribution and supply margin 

The proposed distribution and supply margin is summarised below. Amounts are in Rs. million unless otherwise 

stated. SoP denotes supply of power and DoP denotes distribution of power. Calendar year 2027 projections 

generally combine one half of FY 2026–27 and one half of FY 2027–28. Figures are presented at the precision 

used in the supporting schedules. 

Energy balance 
FY 2025–26 
revised 

FY 2026–27 FY 2027–28 CY 2027 

Purchases million kWh 12,545 12,924 13,336 13,130 

Sales million kWh 11,629 11,983 12,368 12,176 

T&D losses 7.30% 7.28% 7.26% 7.27% 

 

FY 2025–26 revised determined 

Component SoP Rs. million DoP Rs. million Total Rs. million Rs. per kWh 

Salaries wages and benefits 1,351 14,653 16,004 1.38 

Post-retirement benefits 918 9,965 10,883 0.94 

Repair and maintenance 7 2,653 2,661 0.23 

Travelling 120 530 650 0.06 

Transportation 208 923 1,131 0.10 

Other expenses 481 2,133 2,614 0.22 

Total O&M 3,086 30,856 33,943 2.92 

Depreciation — 6,152 6,152 0.53 

Return on rate base — 14,267 14,267 1.23 

Other Income (4,520) (4,061) (8,581) (0.74) 

Net distribution and supply margin (1,433) 47,213 45,780 3.94 
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FY 2026–27 proposed 

Component SoP Rs. million DoP Rs. million Total Rs. million Rs. per kWh 

Salaries wages and benefits 2,563 27,794 30,357 2.53 

Post-retirement benefits 1,665 18,062 19,727 1.65 

Repair and maintenance 10 3,377 3,386 0.28 

Travelling 129 571 700 0.06 

Transportation 224 994 1,218 0.10 

Other expenses 1,041 4,611 5,652 0.47 

Total O&M 5,631 55,409 61,040 5.09 

Depreciation 0 6,893 6,893 0.58 

Return on rate base — 15,405 15,405 1.29 

Other Income (4,697) (4,221) (8,918) (0.74) 

Net distribution and supply margin 934 73,486 74,420 6.21 

 

FY 2027–28 projected 

Component SoP Rs. million DoP Rs. million Total Rs. million Rs. per kWh 

Salaries wages and benefits 2,657 28,807 31,464 2.54 

Post-retirement benefits 1,825 19,803 21,628 1.75 

Repair and maintenance 10 3,647 3,657 0.30 

Travelling 139 617 756 0.06 

Transportation 242 1,074 1,316 0.11 

Other expenses 1,124 4,980 6,104 0.49 

Total O&M 5,998 58,927 64,925 5.25 

Depreciation — 8,085 8,085 0.65 

Return on rate base — 18,173 18,173 1.47 

Other Income (4,932) (4,432) (9,364) (0.76) 

Net distribution and supply margin 1,065 80,754 81,819 6.62 
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CY 2027 proposed 

Component SoP Rs. million DoP Rs. million Total Rs. million Rs. per kWh 

Salaries wages and benefits 2,610 28,300 30,911 2.54 

Post-retirement benefits 1,745 18,932 20,677 1.70 

Repair and maintenance 10 3,512 3,522 0.29 

Travelling 134 594 728 0.06 

Transportation 233 1,034 1,267 0.10 

Other expenses 1,082 4,796 5,878 0.48 

Total O&M 5,814 57,168 62,982 5.17 

Depreciation — 7,489 7,489 0.62 

Return on rate base — 16,789 16,789 1.38 

Other Income (4,815) (4,326) (9,141) (0.75) 

Net distribution and supply margin 1,000 77,120 78,119 6.42 

 

4 Operation and maintenance costs 

Operation and maintenance costs comprise salaries, wages and other benefits, post-retirement benefits, and 

other O&M expenses. The applicable adjustment mechanisms and additional requirements are set out below. 

4.1 Salaries wages and other benefits 

Paragraph 23.1 of the distribution tariff determination and paragraph 20.1 of the supply tariff determination 

dated 14 March 2024 provide the following mechanism for actualising salaries, wages and other benefits: 

“Considering the fact that employees of XWDISCOs are hired on Government pay scales, and any salary increase 

announced by the Federal Government in the Federal Budget is applicable on the employees of the Petitioner, 

therefore, being un-controllable cost, the Salaries & Wages and benefits, would be actualized, based on the 

audited accounts of the Petitioner for the relevant year for its existing employees. The impact of any such 

adjustment would be allowed as part of PYA in the next indexation/ adjustment request or tariff determination 

as the case may be”. 

Amounts in Rs. million 

Determined 2025-26 (Revised) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Salaries, Wages & Other Benefits 1,351 14,653 16,004 

 

Indexation 2026–27 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Salaries, Wages & Other Benefits 2,009 21,787 23,796 
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Amounts in Rs. million 

Indexation 2027-28 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Salaries, Wages & Other Benefits 2,085 22,608 24,693 

 

Calendar year 2027 calculation 

Component Half of FY 2026–27 Half of FY 2027–28 CY 2027 total 

Salaries, Wages & Other Benefits 11,898 12,347 24,245 

 
Amounts in Rs. million 

CY 2026 (Determined) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Salaries, Wages & Other Benefits 1,383 14,997 16,380 

 

CY 2027 (Indexed) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Salaries, Wages & Other Benefits 2,047 22,197 24,245 

 

The salary projections incorporate the following increases stated in the supporting workings as approved by the 

GoP: 

A 7% Ad hoc Allowance for 2026 following revision of the basic pay scales. 

A 50% increase in conveyance and special conveyance allowances. 

A 15% Disparity Reduction Allowance. 

The projections also reflect annual increments, employee postings and transfers, upgradations and other salary-

related adjustments. 

Board approved outsourcing 

IESCO’s Board of Directors approved the engagement of third-party firms to provide assistant linemen (ALMs) 

and drivers through a resolution by circulation. The approved outsourcing arrangements and their financial 

impact are summarized below. 



IESCO  |  Annual Adjustment and Indexation 

Page 8 

M/s Solochoicez Pvt. Ltd., M/s Tech Crest Solution (SMC Pvt.) Ltd. and M/s SoS Pvt. Ltd. joint venture 

Lot Category 
Personn
el 

Annual rate per person 
Rs. 

Total Rs. Rs. million 

I Driver 308 929,927 286,417,454 286 

II ALM 403 727,685 293,256,942 293 

III ALM 371 727,685 269,971,031 270 

IV ALM 236 723,605 170,770,827 171 

V ALM 438 743,601 325,697,045 326 

VI ALM 457 743,601 339,825,456 340 

Total  2,213 4,596,103 1,685,938,756 1,686 

 

Contract prices are shown as recorded in the supporting schedule. 

The Board’s approval for drivers is referenced at Annexure A and the contract agreement at Annexure B. 

The Board’s approval for ALMs is referenced at Annexure C and the contract agreement at Annexure D. 

M/s 360 Technologies Private Limited, M/s Singularity Technologies Private Limited and M/s Pak Multi Services Private Limited joint 
venture 

Lot Category 
Personn
el 

Annual rate per person 
Rs. 

Total Rs. Rs. million 

VIII ALM 282 714,809 201,576,194 202 

IX ALM 204 714,809 145,821,077 146 

Total  486 1,429,618 347,397,271 347 

 

Contract prices are shown as recorded in the supporting schedule. 

The relevant contract agreement is referenced at Annexure E. 

M/s NCBMS Pvt. Ltd. and Piffers Security Services Pvt. Ltd. joint venture 

Category Personnel 
Annual rate per 
person Rs. 

Total Rs. Rs. million 

ALM in Attock Circle 382 610,237 233,110,640 233 

 

The Board’s approval is referenced at Annexure F. 

Accounts assistant recruitment under process 

Category Personnel 
Annual rate per 
person Rs. 

Total Rs. Rs. million 

Accounts assistants 101 1,080,000 97,200,000 97 

 

The recruitment advertisement is referenced at Annexure G. 

Proposed additional recruitment 

The proposed recruitment requirements and related financial impact for FY 2026–27 are set out below. 
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Amounts in Rs. million 

SR. # Description 
Total Requirement FY 
2026-27 (Nos.) 

Amount (Rs. Million) 

1 
Recruitment already approved by BoD-IESCO (* 374 
already completed) 

* 1700 2,932 

2 To Activate 07 No. Newly Created S/Divisions (**) 587 - 

3 Requirement against New Creation of formations 1,146 696 

4 Replacement Hiring against Retirements 197 133 

 Total 3,700 3,761 

 

The detailed recruitment schedule is referenced at Annexure H. 

The supporting working identifies Rs. 326 million relating to 374 outsourced security guards for deduction from 

the approved recruitment requirement. 

The seven subdivisions have already been approved and created by the Board but remain non-operational 

owing to staff shortages. 

Other outsourced services are summarised below. 

Amounts in Rs. million 

Description Amount (Rs. Million) 

Computer Services (M/S NCBMS) 62 

Security Services (M/S SOS Security) 326 

Janitorial Services (M/S OPL) 12 

Third-Party Hiring 37 

Total 437 

 

The supporting details are referenced at Annexure I. 

The projected budget for Outside Services Employed is Rs. 437 million, representing a reduction from the 

previous year’s approved budget. 

The consolidated requirement for salaries, wages and other benefits, including additional recruitment and 

outsourced services, is set out below. 

Consolidated salary requirement in Rs. million 

Component Personnel FY 2026–27 FY 2027–28 CY 2027 

Indexed salaries and benefits A — 23,796 24,693 24,245 

Solochoicez JV drivers and ALMs 2,213 1,686 1,686 1,686 

360 Technologies JV ALMs 486 347 347 347 

NCBMS and Piffers JV ALMs 382 233 233 233 

Total contracted outsourcing B 3,081 2,266 2,266 2,266 

Computer services — 62 65 64 
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Component Personnel FY 2026–27 FY 2027–28 CY 2027 

Security services — 326 342 334 

Janitorial services — 12 13 12 

Third-party hiring — 37 39 38 

Total other outsourced services C — 437 459 448 

Recruitment approved by the Board 1,770 2,932 3,079 3,006 

Activation of seven subdivisions 587 — — — 

Staff for newly created formations 1,146 696 731 713 

Replacement of retiring employees 197 133 139 136 

Total proposed recruitment D 3,700 3,761 3,949 3,855 

Total B + C + D = F 6,781 6,464 6,674 6,569 

Accounts assistants G 101 97 97 97 

Total additional requirement H 6,871 6,561 6,771 6,666 

Total requirement A + H — 30,357 31,464 30,911 

 

4.2 Post retirement benefits 

Paragraph 23.2 of the distribution tariff determination and paragraph 20.2 of the supply tariff determination 

provide the following mechanism for actualising post-retirement benefits: 

“Considering the fact that the Petitioner is obligated to pay to its pensioners, the pension increases announced 

by the Federal Government, therefore, being an un-controllable cost, Post-retirement Benefits would be 

actualized based on the audited accounts of the petitioner for the relevant year. The impact of any such 

adjustment would be allowed as part of PYA in the next indexation/ adjustment request or tariff determination 

as the case may be”. 

Amounts in Rs. million 

Determined 2025-26 (Revised) 

Component SoP Rs. million DoP Rs. Million Total Rs. million 

Post-Retirement Benefits 918 9,965 10,883 

 

Indexation 2026–27 

Component SoP Rs. million DoP Rs. Million Total Rs. million 

Post-Retirement Benefits 1,604 17,403 19,007 

 

The actuarial valuation reports as at 30 June 2026 and 30 June 2025 are referenced collectively at Annexure J. 
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Amounts in Rs. million 

Indexation 2027-28 

Component SoP Rs. million DoP Rs. Million Total Rs. million 

Post-Retirement Benefits 1,764 19,143 20,908 

 

Calendar year 2027 calculation 

Component Half of FY 2026–27 Half of FY 2027–28 CY 2027 total 

Post-Retirement Benefits 9,504 10,454 19,957 

 
Amounts in Rs. million 

CY 2026 (Determined) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Post-Retirement Benefits 932 10,115 11,047 

 

CY 2027 (Indexed) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Post-Retirement Benefits 1,684 18,273 19,957 

 

Additional retirement related requirement 

Approximately 220 employees are expected to retire during FY 2026–27. The estimated additional requirement 

is Rs. 720 million, comprising approximately Rs. 535 million for commutation and Rs. 185 million for annual 

pension payments. IESCO requests inclusion of this requirement in the FY 2026–27 revenue requirement to 

meet the resulting pension obligations. 

The comparison of retirement-related expenditure is set out below. 

Measure FY 2025–26 FY 2026–27 estimated 

Retiring employees 272 220 

Monthly pension expenditure Rs. million 17.36 15.43 

Annual pension expenditure Rs. million 208.33 185.15 

Commutation Rs. million 575.00 535.00 

 

The total post-retirement benefit requirement is summarised below. 
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Component Rs. million FY 2026–27 FY 2027–28 CY 2027 

Indexed post-retirement benefits 19,007 20,908 19,957 

Additional requirement 720 720 720 

Total requirement 19,727 21,628 20,677 

 

4.3 Other operation and maintenance expenses 

Indexation mechanism 

Paragraphs 22.5 and 22.6 of the distribution tariff determination and paragraphs 19.5 and 19.6 of the supply 

tariff determination prescribe annual indexation of other O&M costs by reference to the Consumer Price Index, 

adjusted for efficiency gains through the X factor. The mechanism stated in the determination is: 

O&M revised = O&M reference × [1 + (ΔNCPI − X)] 

For this calculation: 

O&M revised means the revised O&M expense for the current year. 

O&M reference means the reference O&M expense. 

ΔNCPI means the change in the National Consumer Price Index published by the Pakistan Bureau of Statistics 

for the reference month specified in the applicable determination. 

X is the efficiency factor, equal to 30% of the NCPI change used for indexation. 

Following the transition from financial-year tariffs to calendar-year tariffs, IESCO has used June CPI in the 

accompanying workings in place of the December reference used under the previous mechanism. This 

application presents the basis for the Authority’s consideration in determining the applicable annual indexation. 

For FY 2026–27, the calculation applies the June 2026 CPI increase of 11.07% stated in the supporting working 

to the allowed FY 2025–26 costs, after deducting the efficiency factor. 

For FY 2026-27 

Efficiency factor = 30% × 11.07% = 3.321% 

Net indexation = 11.07% − 3.321% = 7.749% 

Revised O&M = Rs. 7,055 million × 1.07749 

Revised O&M = Rs. 7,602 million, rounded. 

For FY 2027-28 

The FY 2027–28 working assumes an 8% increase for projection purposes. 

Projected O&M = Rs. 7,602 million × 1.08 

Projected O&M = Rs. 8,210 million, rounded. 

For CY 2027 

The calendar year projection is the average of the two financial-year amounts. 

(Rs. 7,602 million + Rs. 8,210 million) ÷ 2 = Rs. 7,906 million. 
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Amounts in Rs. million 

Determined 2025-26 (Revised) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Repair & Maintenance 7 2,653 2,661 

Travelling 120 530 650 

Transportation 208 923 1,131 

Other Expenses 481 2,133 2,614 

Total O&M Cost 817 6,239 7,055 

 

Indexation 2026–27 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Repair & Maintenance 8 2,859 2,867 

Travelling 129 571 700 

Transportation 224 994 1,218 

Other Expenses 519 2,298 2,817 

Total O&M Cost 880 6,722 7,602 

 
Amounts in Rs. million 

Indexation 2027-28 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Repair & Maintenance 9 3,088 3,096 

Travelling 139 617 756 

Transportation 242 1,074 1,316 

Other Expenses 560 2,482 3,042 

Total O&M Cost 950 7,260 8,210 

 

Calendar year 2027 calculation 

Component Half of FY 2026–27 Half of FY 2027–28 CY 2027 total 

Repair & Maintenance 1,434 1,548 2,982 

Travelling 350 378 728 

Transportation 609 658 1,267 

Other Expenses 1,408 1,521 2,929 

Total O&M Cost 3,801 4,105 7,906 
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Amounts in Rs. million 

CY 2026 (Determined) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Repair & Maintenance 7 2,618 2,625 

Travelling 118 523 641 

Transportation 205 910 1,116 

Other Expenses 475 2,104 2,579 

Total O&M Cost 806 6,155 6,961 

 

CY 2027 (Indexed) 

Component SoP Rs. million DoP Rs. million Total Rs. million 

Repair & Maintenance 8 2,973 2,982 

Travelling 134 594 728 

Transportation 233 1,034 1,267 

Other Expenses 539 2,390 2,929 

Total O&M Cost 915 6,991 7,906 

 

Additional operating requirements 

IESCO requests an additional Rs. 3,354 million under other O&M expenses for FY 2026–27, over and above the 

indexed allowance. The requirement comprises outstanding ground rent and conservancy charges, operational 

support for the Advanced Metering Infrastructure (AMI) project, AMI consultancy and change requests, and 

software renewal and maintenance. The purpose and financial impact of each item are set out below. 

Ground rent and conservancy charges 

Rs. 2,503 million has been provided under Property Tax at the request of the Director Administration to settle 

outstanding Annual Ground Rent (AGR) and conservancy charges. Supporting details are referenced at Annexure 

K. 

AMI maintenance 

The Chief Engineer Development (PMU) has proposed Rs. 519 million for AMI project operating expenditure, 

principally the maintenance service level agreement (SLA). Supporting details are referenced at Annexure L. 

AMI professional fees 

Rs. 98 million is required for annual foreign currency expenditure of approximately US$350,000 on AMI project 

change requests and consultancy. Supporting details are referenced at Annexure L. 
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Software renewal and maintenance 

The proposed unified SLA for software renewal and maintenance is estimated at Rs. 234 million and is intended 

to replace the existing PITC agreement of Rs. 86 million. 

Component Rs. million FY 2026–27 FY 2027–28 CY 2027 

Repair and maintenance 2,867 3,096 2,982 

Travelling 700 756 728 

Transportation 1,218 1,316 1,267 

Other expenses 2,817 3,042 2,929 

Total indexed O&M 7,602 8,210 7,906 

Ground rent and conservancy charges 2,503 2,703 2,603 

AMI maintenance 519 561 540 

Professional fees 98 106 102 

Software renewal and maintenance 234 253 243 

Total additional requirement 3,354 3,622 3,488 

Total requirement 10,956 11,833 11,394 

 

5 Other Income 

Other Income is presented as a deduction from the distribution and supply revenue requirement. The annual 

adjustment mechanism stated in the supporting working is: 

Revised Other Income = Other Income allowed in the previous year + [Other Income allowed in the previous 

year − actual Other Income in the previous year]. 

Amounts in Rs. million 

Other Income component Rs. million 

Total Other Income 10,122 

Less Profit on Capital Contribution (1,136) 

Less Profit on Deposit Works (116) 

Add Amortization of Deferred Credit 3,035 

Total 11,904 

Less Late Payment Surcharge (2,987) 

Net Other Income 8,918 

NEPRA Allowed Other Income 8,581 

 

For FY 2026-27 

The revenue requirement schedules use Other Income of Rs. 8,918 million for FY 2026–27. 
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For FY 2027-28 

The revenue requirement schedules use projected Other Income of Rs. 9,364 million for FY 2027–28. 

For CY 2027 

The calendar year projection is the average of the two financial-year amounts. 

(Rs. 8,918 million + Rs. 9,364 million) ÷ 2 = Rs. 9,141 million. 

6 Depreciation 

Paragraph 25.1 of the distribution tariff determination provides for assessment of depreciation for subsequent 

years using the following mechanism: 

Revised depreciation = Reference depreciation × (Revised gross fixed assets in operation ÷ Reference gross fixed 

assets in operation). 

In this formula, gross fixed assets in operation are abbreviated as GFAIO. 

The supporting calculations are as follows: 

For FY 2026-27 

Revised depreciation = Rs. 6,152 million × (231,183 ÷ 206,344) 

The asset ratio is approximately 1.1204. 

Revised depreciation = Rs. 6,893 million, rounded. 

For FY 2027-28 

Projected depreciation = Rs. 6,893 million × (271,157 ÷ 231,183) 

The asset ratio is approximately 1.1729. 

Projected depreciation = Rs. 8,085 million, as presented in the supporting working. 

For CY 2027 

The calendar year projection is the average of the two financial-year amounts. 

(Rs. 6,893 million + Rs. 8,085 million) ÷ 2 = Rs. 7,489 million. 

6.1 Depreciation on revalued assets 

IESCO applies the revaluation model to property, plant and equipment in its financial statements and charges 

depreciation on the revalued carrying amounts. The tariff workings, however, use historical-cost depreciation. 

IESCO requests the Authority to consider allowing depreciation on the revalued asset base or, alternatively, the 

incremental depreciation attributable to revaluation, subject to verification and the Authority’s determination 

of its admissibility. The comparison below supports this separate request; the quantified indexation and PYA 

schedules continue to use the historical-cost basis. 

Comparison Of Depreciation Cost Model Vs Revaluation Model Rs.(Million) 

Depreciation Rs. million FY 2025–26 cost model FY 2025–26 revaluation model 

NEPRA Allowed Depreciation 6,152 6,152 

Actual Depreciation 5,655 12,453 
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7 Return on rate base 

Paragraph 24.1 of the distribution tariff determination provides the following mechanism for adjustment of 

return on rate base (RORB): 

Revised RORB = Reference RORB × (Revised regulatory asset base ÷ Reference regulatory asset base). 

For FY 2026-27 

Revised RORB = Rs. 14,267 million × (121,410 ÷ 112,431) 

The regulatory asset base ratio is approximately 1.0798. 

Revised RORB = Rs. 15,405 million, as presented in the supporting working. 

For FY 2027-28 

Projected RORB = Rs. 15,405 million × (143,238 ÷ 121,410) 

The regulatory asset base ratio is approximately 1.1798. 

Projected RORB = Rs. 18,173 million, as presented in the supporting working. 

For CY 2027 

The calendar year projection is the average of the two financial-year amounts. 

(Rs. 15,405 million + Rs. 18,173 million) ÷ 2 = Rs. 16,789 million. 

The supporting regulatory asset base (RAB) calculation is set out below. 

Calculation Return on Rate Base (RORB) Rs.Million 

Description 2024-25 2025-26 2026-27 2027-28 CY 2027 

Opening Fixed Assets in Operation 132,521 152,540 206,344 231,183 218,764 

Add: Assets Transferred during the Year 20,019 53,804 24,839 39,975 32,407 

Closing Fixed Assets in Operation 152,540 206,344 231,183 271,157 251,170 

Less: Accumulated Depreciation 50,759 56,413 65,156 75,499 70,327 

Net Fixed Assets in Operation 101,781 149,931 166,027 195,659 180,843 

Add: Capital Work in Progress (Closing) 67,192 44,097 42,734 41,303 42,019 

Total Fixed Assets 168,973 194,028 208,761 236,962 222,862 

Less: Deferred Credits 74,452 81,597 87,351 93,725 90,538 

Net Regulatory Asset 94,522 112,431 121,410 143,238 132,324 

Add Working Capital Requirement      

Regulatory Asset Base (RAB) 94,522 112,431 121,410 143,238 132,324 

Average Regulatory Asset Base (RAB) 77,765 103,476    

Regulatory Return (WACC)  13.44%    

RORB  13,907    

 

The calculation of net deferred credit is set out below. 
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Calculation of Deferred Credit Rs.Million 

Description 2024-25 2025-26 2026-27 2027-28 CY 2027 

Deferred Credits 46,894 58,048 61,868 66,106 63,987 

Add: Long Term Security Deposits 11,336 12,545 12,796 13,052 12,924 

Add: Receipt Against Deposit Work 30,710 29,427 31,558 33,896 32,727 

Less: Bank Balance Capital Contribution (9,268) (15,555) (15,944) (16,343) (16,143) 

Less: Bank Balance Deposit A/c (1,842) (276) (283) (290) (287) 

Less: Stores spares & Loose Tools (3,379) (2,591) (2,643) (2,696) (2,670) 

Net Deferred Credit 74,452 81,597 87,351 93,725 90,538 

 

8 Prior year adjustments 

8.1 Supplemental charges 

CPPA-G billed supplemental charges of Rs. 6,867 million for FY 2022–23, Rs. 10,647 million for FY 2023–24, Rs. 

7,827 million for FY 2024–25 and Rs. 4,544 million for FY 2025–26 in respect of late payments to independent 

power producers and other generators. The month-wise invoice amounts are set out below. 

Month FY 2022–23 Rs. FY 2023–24 Rs. FY 2024–25 Rs. FY 2025–26 Rs. 

July 644,012,733 1,187,139,544 1,876,082,157 413,441,901 

August 1,073,183,339 1,380,160,376 768,396,608 1,731,917,863 

September 355,600,955 410,746,758 726,820,344 1,281,795,602 

October 652,815,344 799,860,714 1,078,043,474 68,206,178 

November 618,562,497 962,399,810 466,095,577 81,872,196 

December 705,472,233 586,746,127 519,651,534 279,671,066 

January 459,965,543 817,596,838 518,223,890 122,986,987 

February 675,146,459 1,430,345,531 432,946,920 176,829,071 

March 159,864,132 817,848,593 332,418,092 2,943,562 

April 162,449,352 869,755,124 337,283,517 36,714,206 

May 705,572,249 637,763,409 488,258,932 250,240,320 

June 654,668,058 746,184,633 283,370,470 97,202,891 

Total 6,867,312,894 10,646,547,457 7,827,591,515 4,543,821,843 

 

Aggregate supplemental charges: Rs. 29,885,273,709. 

In connection with IESCO’s inclusion in Batch I of the privatisation programme, the Ministry of Privatisation and 

Ministry of Energy correspondence bearing No. 14(19)2025-DISCO-III dated 22 May 2025, referenced at 

Annexure M, addressed recognition of supplemental charges. The Financial Advisor also called for resolution of 
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outstanding disputes and recognition of unrecorded charges. IESCO has accordingly recognised these liabilities 

in its accounts and requests their consideration for tariff recovery on the basis of the supporting invoices. 

IESCO requests allowance of Rs. 29,885 million in the Prior Year Adjustment. 

Supporting documentation is referenced at Annexure N. 

8.2 PPMC fee 

Paragraph 27 of NEPRA’s determination dated 7 January 2026 on revised annual rebasing timelines considered 

DISCO requests for the Power Planning and Monitoring Company (PPMC) management fee with reference to 

S.R.O. 1358(I)/2025. 

The determination recognised PPMC’s role in implementing power-sector reforms but required evidence of 

actual expenditure and services provided before allowing the cost. 

Consideration of the fee was therefore deferred to the PYA process, subject to supporting documentation and 

compliance with the applicable notification. 

IESCO’s actual expenditure for the first quarter of FY 2025–26 was Rs. 27.8 million, inclusive of taxes. 

IESCO requests allowance of Rs. 27.8 million in the Prior Year Adjustment. 

Supporting documentation is referenced at Annexure O. 

8.3 Actuarial remeasurement losses 

IESCO recognised actuarial losses in Other Comprehensive Income (OCI) arising from remeasurement of 

employee post-retirement benefit obligations of Rs. 34,040 million in FY 2023–24, Rs. 6,558 million in FY 2024–

25 and Rs. 7,353 million in FY 2025–26. The component-wise amounts are presented below. 

IESCO requests the Authority to consider recovery of the aggregate Rs. 47,951 million through PYA, subject to 

its assessment of the actuarial evidence and admissibility of these remeasurement losses. 

Actuarial Gain/Loss Charged to OCI 

FY Pension Gratuity 
Free 
medical 

Free 
electricity 

Total 

2023-24 33,277 (12) 386 389 34,040 

2024-25 6,821 (18) 28 (273) 6,558 

2025-26 8,015 (5) (489) (169) 7,353 

G.Total 48,113 (35) (75) (53) 47,951 

 

8.4 Annual licence fees 

IESCO’s schedule records annual supply and distribution licence fees totalling Rs. 644.76 million for FY 2023–24 

to FY 2026–27, rounded to Rs. 645 million for this claim. 

The supporting details are set out below: - 
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NEPRA Annual License Fee For Supply & Distribution 

Description Rs.(Million) 

NEPRA License Fee FY 2023-24 (Supply) 50.99 

NEPRA License Fee FY 2023-24 (Distribution) 73.44 

NEPRA License Fee FY 2024-25 (Supply) 60.44 

NEPRA License Fee FY 2024-25 (Distribution) 99.38 

NEPRA License Fee FY 2025-26 (Supply) 65.18 

NEPRA License Fee FY 2025-26 (Distribution) 106.45 

NEPRA License Fee FY 2026-27 (Supply) 66.15 

NEPRA License Fee FY 2026-27 (Distribution) 122.73 

Total 644.76 

 

IESCO requests allowance of Rs. 645 million in the Prior Year Adjustment. 

Supporting documentation is referenced at Annexure P. 

8.5 Sales mix variance 

IESCO claims a sales mix variance of Rs. 5,566 million for FY 2024–25. The supporting calculation, referenced at 

Annexure Q, uses the applicable base tariffs identified in the supporting working as S.R.O. 938(I)/2023 dated 26 

July 2023 and S.R.O. 1025(I)/2024 dated 12 July 2024. 

For FY 2025–26, IESCO claims a sales mix variance of Rs. 12,626 million. The supporting calculation, referenced 

at Annexure R, uses S.R.O. 1158(I)/2025 dated 1 July 2025 and S.R.O. 45(I)/2026 dated 13 January 2026, as 

modified by S.R.O. 279(I)/2026 dated 12 February 2026, for the relevant billing periods. 

Amounts in Rs. million 

FY Sales Mix (Rs.Million) 

2024-25 5,566 

2025-26 12,626 

Total 18,192 

 

IESCO requests allowance of Rs. 5,566 million for FY 2024–25 and Rs. 12,626 million for FY 2025–26, totalling 

Rs. 18,192 million, through PYA. 

8.6 Minimum tax 

IESCO claims Rs. 4,536 million in respect of minimum tax attributed to FY 2025–26. The payment references and 

dates recorded in the supporting schedule are set out below. 
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Detail of Minimum Tax Paid 

CPRN Date Tax Paid Rs. 

IT2025062501011644597 25/06/2025 220,111,495 

IT2025092601011670073 26/09/2025 1,579,004,752 

IT2025123101012042038 31/12/2025 1,060,304,259 

IT2026031901011453954 19/03/2026 749,443,188 

IT2026061501011449401 15/06/2026 927,537,880 

Total Tax Paid  4,536,401,574 

 

IESCO requests allowance of Rs. 4,536 million in the Prior Year Adjustment. 

Supporting documentation is referenced at Annexure S. 

8.7 ADRC tax settlements 

IESCO has had income tax and sales tax disputes with the Federal Board of Revenue (FBR). Recoveries in earlier 

periods were recorded as receivables from the FBR while the cases remained under litigation and management 

expected favourable outcomes. 

IESCO subsequently referred tax disputes to the Alternative Dispute Resolution Committee (ADRC) under the 

applicable statutory framework for State-Owned Enterprises, including section 134A of the Income Tax 

Ordinance, 2001 for income tax disputes. 

The ADRC process addressed longstanding disputed demands, including matters previously pending before 

appellate forums. Its decisions provided a basis for settlement and the related accounting treatment. 

The amounts included in IESCO’s ADRC claim total Rs. 31,506 million. The case-wise schedule is set out below, 

with amounts stated in rupees. 

Amounts in rupees 

No. Tax Period/Year Tax Type Order-in-Original No. Amount paid 

1 2022 Income Tax 100000183131051 320,061,711 

2 2023 Income Tax 1000001922806030 165,179,845 

3 2019 Income Tax ITA No. 1581/IB/2022 44,569,196 

4 2022 Income Tax 100000188007065 517,285,977 

5 2025 Income Tax 100000228222337 220,111,495 

6 June 20-July 21 Sales Tax ONO No. 06/30/2023 4,935,839,804 

7 Oct 22-Mar 23 Sales Tax ONO No. 02/2019 8,218,705 

8 Mar 23-June 23 Sales Tax ONO No. 13/2024-2025 262,038,332 

9 July 22-Feb 23 Sales Tax ONO No. 12/2024-2025 573,079,637 

10 July 21-June 22 Sales Tax ONO No. 11/2024-2025 923,150,698 

11 July 12-June 13 Sales Tax ONO NO.55/2014 400,000,000 

12 2020 Income Tax 100000251951759 216,311,869 
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No. Tax Period/Year Tax Type Order-in-Original No. Amount paid 

13 2021 Income Tax 100000252227089 211,292,005 

14 July 17-June 20 Sales Tax ONO 01/30 of 2023 3,905,395,772 

15 2019 Income Tax 100000244825603 436,949,394 

16 2020 Income Tax 100000093044587 373,984,585 

17 2021 Income Tax 100000118076149 361,103,553 

18 2023 Income Tax 100000263043457 506,573,052 

19 2024 Income Tax 100000263112453 1,002,760,908 

20 Jul 16-June 17 Sales Tax ONO 08/02 of 2025-26 85,606,389 

21 2018 Income Tax 100000068140847 81,049,259 

22 2016 Income Tax 100000074036170 175,212,301 

23 2024 Income Tax 100000243465112 495,611,015 

24 2017 Income Tax 100000068107223 82,060,329 

25 2025 Income Tax 1000000271839530 1,065,240,802 

26 2021 Income Tax 100000263240720 1,179,422,489 

27 Jul 24-Oct 24 Sales Tax 04/01 of 2024/25 1,679,880,403 

28 Jul 21-June 22 Sales Tax ONO 12/02 3,001,051,855 

29 Jul 22-Apr 24 Sales Tax ONO 13/02 45,303,675 

30 Nov-24 Sales Tax ONO 2025-26 306,405,478 

31 Jul 12-June 13 Sales Tax ONO 55/2014 3,888,727,987 

32 July 09-June 12 Sales Tax ONO 02/2013 3,880,085,647 

33 Jul 19-June 20 Sales Tax 01/11 VIDE ONO 02/21-22 154,064,664 

34 Jul 09-Feb 10 Sales Tax ONO 07/2010 1,519,729 

35 2016-17 Sales Tax 09/2021-22 926,718 

   TOTAL 31,506,075,278 

 

IESCO has charged amounts arising from ADRC decisions to expenditure in FY 2024–25 and FY 2025–26 and 

requests their recovery through tariff adjustment. These settlements represent material costs relating to 

longstanding disputes. The claim is presented separately to enable the Authority to assess the supporting 

decisions, accounting recognition and amounts recoverable through tariff. The income tax and sales tax 

breakdown is as follows: 
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Amounts in rupees 

Tax Type Amount (Rs.) 

Income Tax Cases 7,454,779,785 

General Sales Tax 24,051,295,493 

Total 31,506,075,278 

 

IESCO requests allowance of Rs. 31,506 million in Prior Year Adjustments (PYA). 

Supporting documentation is referenced at Annexure T. 

Supporting documentation is referenced at Annexure T-1. 

8.8 Disallowed input tax on AJK supplies 

IESCO claims recovery of input tax disallowed in relation to the supply of electricity to Azad Jammu and Kashmir 

(AJK). The disallowance has resulted in a cost that cannot be adjusted against output sales tax. 

The claim is based on the exemption for electricity supplied to AJK introduced through the Finance Act, 2024 at 

Serial No. 177 of the Sixth Schedule to the Sales Tax Act, 1990, and the consequent restriction on input tax 

attributable to exempt supplies. 

From July 2024, IESCO has calculated and reported proportionate input tax disallowance in its sales tax returns 

by reference to electricity supplied to AJK at the agreed reduced tariff. IESCO requests tariff recovery of this 

cost, subject to verification of the statutory treatment and supporting return-wise calculations. 

The monthly disallowed amounts for July 2024 to May 2026 are set out below in rupees. 

Amounts in rupees 

Month Disallowed AJK input tax Rs. 

07-2024 24,863,769 

08-2024 49,271,763 

09-2024 34,231,035 

10-2024 31,648,122 

11-2024 20,717,149 

12-2024 11,850,102 

01-2025 32,090,674 

02-2025 54,732,211 

03-2025 27,873,632 

04-2025 21,492,790 

05-2025 29,151,360 

06-2025 40,439,304 

07-2025 35,815,231 

08-2025 26,986,903 
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Month Disallowed AJK input tax Rs. 

09-2025 27,786,167 

10-2025 31,123,867 

11-2025 26,627,541 

12-2025 23,527,934 

01-2026 37,765,554 

02-2026 56,326,468 

03-2026 31,185,236 

04-2026 32,895,738 

05-2026 28,583,542 

TOTAL 736,986,092 

 

IESCO requests allowance of Rs. 737 million in Prior Year Adjustments (PYA). 

Supporting documentation is referenced at Annexure U. 

8.9 Duties and taxes on AMI material 

IESCO paid duties and taxes on imported AMI project material, including equipment for the data centre and 

backup data centre, meters and laboratory material. 

Of the Rs. 15.712 billion paid in duties and taxes, Rs. 6.520 billion was recorded as recoverable from the FBR 

and Rs. 9.192 billion as non-recoverable duties and taxes. The latter represented approximately 38% to 40% of 

the material cost. 

Paragraph 45 of the Authority’s review decision circulated through Letter No. NEPRA/DG(Tech.)/LAD-02/297 

dated 24 January 2025 states: 

"Keeping in view the importance of this project, the Authority decided to allow taxes/duties for AMI project as 

per actual subject to provision of documentary evidence to the satisfaction of the Authority’’. 

IESCO previously requested allowance of Rs. 9.192 billion through Letter No. 12224/IESCO/FDI/CPC dated 27 

November 2025 during consumer-end tariff rebasing. The earlier submission references the supporting 

correspondence at Annexures V and W. 

A further Rs. 323.910 million was paid in respect of the remaining imported material, including duties and taxes 

of Rs. 121.604 million. 

IESCO therefore requests allowance of Rs. 9.3136 billion through PYA, presented as Rs. 9,314 million in the 

summary. 

8.10 Actualisation of margin components 

The Authority allowed salaries, wages and other benefits, post-retirement benefits, depreciation and Other 

Income for FY 2024–25 through its decision dated 14 June 2024, notified through S.R.O. 1025(I)/2024 dated 12 

July 2024. 

The corresponding FY 2025–26 allowances were determined through the decision dated 23 June 2025 and 

notified through S.R.O. 1158(I)/2025 dated 1 July 2025. 
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The calendar year 2026 determination dated 7 January 2026 was notified through S.R.O. 45(I)/2026 dated 13 

January 2026. The full determination references are set out in section 2. 

The following schedules compare the allowed amounts with the actual amounts stated in the FY 2024–25 and 

FY 2025–26 financial statements. 

Amounts in Rs. million 

Description FY 2024-25 FY 2025-26 

NEPRA Allowed Salaries, Wages & Other 
Benefits 

13,334 16,004 

Actual Salaries, Wages & Other Benefits 15,692 18,005 

Shortfall in salary allowance 2,358 2,001 

 

IESCO requests allowance of Rs. 2,358 million for FY 2024-25 and of Rs. 2,001 million for FY 2025-26 in the Prior 

Year Adjustment. 

The supporting details are set out below: 

Salary cost breakdown for FY 2024–25 in Rs. million 

Cost component Administration Distribution 
Customer 
services 

Total 

Salaries, wages and other benefits 2,078.91 12,120.07 907.93 15,106.91 

Outsourced human resource services     

Computer Services 32.59 0.05 - 32.65 

Security Services 93.82 0.97 - 94.80 

Janitorial Services 1.48 0.18 - 1.66 

Third Party Hiring Services 456.17 - - 456.17 

Total 2,662.97 12,121.28 907.93 15,692.18 

 
Salary cost breakdown for FY 2025–26 in Rs. million 

Cost component Administration Distribution 
Customer 
services 

Total 

Salaries, wages and other benefits 2,821.78 13,511.26 1,035.69 17,368.73 

Outsourced human resource services     

Computer Services 32.24 - - 32.24 

Security Services 143.91 - - 143.91 

Janitorial Services 9.61 0.17 - 9.78 

Third Party Hiring Services 450.40 - - 450.40 

Total 3,457.94 13,511.43 1,035.69 18,005.06 
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Amounts in Rs. million 

Description FY 2024-25 FY 2025-26 

NEPRA Allowed Post-Retirement Benefits 7,964 10,883 

Actual Post-Retirement Benefits 11,428 19,530 

Shortfall in benefit allowance 3,464 8,647 

 

IESCO requests allowance of Rs. 3,464 million for FY 2024-25 and of Rs. 8,647 million for FY 2025-26 in the Prior 

Year Adjustment. 

Amounts in Rs. million 

Description FY 2025-26 

NEPRA Allowed Depreciation 6,152 

Actual Depreciation 5,655 

Excess Depreciation allowed for FY 2025-26 (497) 

 

IESCO requests an adjustment of Rs. (497) million in the Prior Year Adjustment. 

Amounts in Rs. million 

Description FY 2024-25 FY 2025-26 

Other Income as per Financial Statements 10,489 10,122 

Less: Late Payment Surcharges (4,742) (2,987) 

Add: Amortization of deferred credit 2,538 3,035 

Actual Other Income 8,285 10,170 

Other Income Allowed by NEPRA 8,581 8,581 

Actual less allowed Other Income (296) 1,589 

 

For FY 2024–25, actual Other Income was Rs. 296 million below the allowed amount, resulting in a positive PYA 

claim of Rs. 296 million. For FY 2025–26, actual Other Income exceeded the allowed amount by Rs. 1,589 million, 

resulting in a negative PYA adjustment of Rs. 1,589 million. 

8.11 Actualisation of return on rate base 

Amounts in Rs. million 

Description FY 2025-26 

NEPRA Allowed RORB 14,267 

Actual RORB 13,907 

Excess RORB allowed for FY 2025-26 (360) 
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Calculation Return on Rate Base (RORB) Rs.Million 

Description 2023-24 2024-25 2025-26 

Opening Fixed Assets in Operation 121,812 132,521 152,540 

Add: Assets Transferred during the Year 10,709 20,019 53,804 

Closing Fixed Assets in Operation 132,521 152,540 206,344 

Less: Accumulated Depreciation 44,322 50,759 56,413 

Net Fixed Assets in Operation 88,199 101,781 149,931 

Add: Capital Work in Progress (Closing) 40,164 67,192 44,097 

Total Fixed Assets 128,363 168,973 194,028 

Less: Deferred Credits 67,354 74,452 81,597 

Net Regulatory Asset 61,009 94,522 112,431 

Add Working Capital Requirement    

Regulatory Asset Base (RAB) 61,009 94,522 112,431 

Average Regulatory Asset Base (RAB)  77,765 103,476 

Regulatory Return (WACC)   13.44% 

RORB   13,907 

 
Calculation of Deferred Credit Rs.Million 

Description 2023-24 2024-25 2025-26 

Deferred Credits 39,585 46,894 58,048 

Add: Long Term Security Deposits 10,205 11,336 12,545 

Add: Receipt Against Deposit Work 24,909 30,710 29,427 

Less: Bank Balance Capital Contribution (4,091) (9,268) (15,555) 

Less: Bank Balance Deposit A/c (546) (1,842) (276) 

Less: Stores spares & Loose Tools (2,708) (3,379) (2,591) 

Net Deferred Credit 67,354 74,452 81,597 

 

IESCO requests an adjustment of Rs.(360) million for FY 2025-26 in the Prior Year Adjustment. 

8.12 Distribution margin recovery 

The reconciliation below compares the distribution margin allowance attributed to FY 2025–26 of Rs. 45,780 

million with the amount recovered. The applicable tariff decisions include the calendar year 2026 determination 

dated 7 January 2026, notified through S.R.O. 45(I)/2026 dated 13 January 2026. 

The distribution margin recovered during FY 2025–26 was Rs. 46,164 million. 
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Distribution Margin FY 2025-26 

Description Unit 
July–December 
2025 

January–June 
2026 

Total 

DM Allowed by NEPRA Rs.Million 24,485 21,295 45,780 

Projected Units Sold Million kWh 6,221 5,408  

Net DM Notified Rs./kWh 3.94 3.94  

Actual Units Sold MkWh 6,241 5,476  

DM Recovered Rs.Million 24,590 21,574 46,164 

Net (Excess)/Less DM Recovered Rs.Million (105) (279) (384) 

 

IESCO requests an adjustment of Rs. (384) million as Prior Year Adjustment. 

8.13 Quarterly adjustment recovery 

Quarter Notification and recovery period 
Allowed Rs. 
million 

Recovered Rs. 
million 

Balance Rs. 
million 

FY 2024–25 Q4 
1468 dated 7 August 2025; August–
October 2025 

(1,069) (1,077) 8 

FY 2025–26 Q1 
2408 dated 10 December 2025; December 
2025–February 2026 

(503) (513) 10 

FY 2025–26 Q2 
459 dated 6 March 2026; March–May 
2026 

4,051 3,958 93 

Total  2,479 2,368 111 

 

Monthly recovery details 

Month 
Units sold million 
kWh 

Rate Rs. per kWh Recovered Rs. million 

August 2025 1,301 (0.3222) (419) 

September 2025 1,218 (0.3222) (392) 

October 2025 824 (0.3222) (266) 

December 2025 804 (0.2225) (179) 

January 2026 851 (0.2225) (189) 

February 2026 651 (0.2225) (145) 

March 2026 678 1.5626 1,059 

April 2026 749 1.5626 1,171 

May 2026 1,106 1.5626 1,728 

 

IESCO requests recovery of the outstanding Rs. 111 million as Prior Year Adjustment. 
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8.14 Previous PYA recovery 

The PYA recovery reconciliation below presents the allowance and recovery allocated to FY 2025–26, including 

the calendar year 2026 determination. The schedule records an allowed negative adjustment of Rs. 7,495 million 

and a recovered negative adjustment of Rs. 5,252 million. 

PYA FY 2025-26 

Description Unit 
July–December 
2025 

January–June 
2026 

Total 

PYA Allowed by NEPRA Rs. Million (3,287) (4,209) (7,495) 

Projected Units Sold Million kWh 6,221 11,494  

Net PYA Notified Rs./kWh (0.53) (0.37)  

Actual Units Sold MkWh 6,198 5,316  

PYA Recovered Rs. Million (3,285) (1,967) (5,252) 

Net (Excess)/Less PYA Recovered Rs. Million (2) (2,242) (2,244) 

 

The working identifies Rs. 2,242 million of the negative PYA adjustment for implementation during July to 

December 2026. This amount is presented as a recovery reconciliation and is not added to the new PYA claim 

summarised below. 

8.15 Additional recruitment costs 

In paragraph 3.3.3.1 of its distribution tariff petition for FY 2023–24 to FY 2027–28, IESCO requested allowance 

for additional recruitment. 

Paragraph 13.1 of NEPRA’s distribution tariff determination No. NEPRA/ADG(Tariff)/TRF-608/2466-70 dated 14 

March 2024 requires details of actual annual recruitment, its financial impact and the quantified benefits 

achieved, for consideration in subsequent adjustment and indexation requests. 

The relevant extract is reproduced below: 

“The Authority observed that Salaries & Wages cost for the FY 2022-23, as per the information provided by the 

Petitioner, has been considered as base cost, therefore, impact of any new recruitment made till FY 2022-23 

has already been accounted for. For future recruitment to be carried out in FY 2023-24 and onward, the 

Authority understands that allowing cost of additional hiring, upfront would be unfair with the consumers, 

without considering/ analyzing the benefits of such recruitment. The Authority understands that it will be in a 

better position to adjudicate on the issue once the Petitioner provides details of the actual cost incurred in this 

regard and substantiates the same with the quantified benefits accrued. Although, the Authority has decided 

to actualize the Pay & Allowances cost of the Petitioner, based on its audited accounts for the relevant year, 

however, that would only be to the extent of existing employees. Accordingly, the Petitioner is directed to 

provide detail of additional recruitment actually made during each year, along-with its financial impact and 

quantified benefits accrued, for consideration of the Authority, in its subsequent adjustment/ indexation 

request”. 

IESCO’s claim relates to 285 newly recruited employees, with gross salaries of Rs. 897.486 million for July 2023 

to June 2026. 

IESCO requests allowance of Rs. 897.486 million in the FY 2025–26 PYA, supported by the employee-wise 

schedule referenced at Annexure X. 
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8.16 GENCO employee costs 

Paragraph 12.7 of the same distribution tariff determination requires employee-wise details of GENCO staff 

allocated to IESCO, including pay scales, terms of absorption, approvals of the competent authority, placement 

and the financial impact of pay and allowances. 

The relevant extract is reproduced below: 

“Here it is also pertinent to mention that DISCOs have been allocated GENCO employees and are drawing their 

salaries from DISCOs. The impact of such cost has been included by DISCOs in their Pay and Allowance cost for 

the FY 2022-23. While assessing Salaries, wages & Other Benefits for the FY 2023-24, the cost for the FY 2022-

23, as provided by the Petitioner has been considered, therefore, impact of GENCO employees transferred to 

the Petitioner, if any, has already been accounted for in the cost being allowed for the FY 2023-24. The 

Petitioner is directed to provide proper details of employees allocated to it by providing proper Employees wise 

details, their pay scales, terms of adoption in DISCOs, approvals of competent authority for such adoption, 

placement in DISCOs and Financial impact of Pay & Allowances of such employees as well”. 

The claim relates to 115 GENCO employees absorbed or adjusted in IESCO, with gross salaries of Rs. 125.137 

million for July 2023 to June 2026. The supporting details are referenced at Annexure Y. 

IESCO requests allowance of Rs. 125.137 million through the FY 2025–26 PYA. 

8.17 Consolidated PYA claim 

The PYA claim is summarised below. Positive amounts represent additional recovery requested by IESCO; 

amounts in parentheses represent reductions in the revenue requirement. 

Detail of Prior Year Adjustments (PYA) 

Description Rs.Million 

Supplemental Charges FY 22-23, FY 23-24, FY 24-25 and FY 25-26 29,885 

Minimum Tax Paid during FY 2025-26 4,536 

Power Planning and Monitoring Company (PPMC) Fee 28 

Actuarial Gain/Loss Charged to OCI for FY 2023-24,2024-25 & FY 2025-26 47,951 

NEPRA License Fee 645 

Consumer Mix Variance for FY 2024-25 5,566 

Consumer Mix Variance for FY 2025-26 12,626 

Tax Issues Alternative Dispute Resolution Committee (ADRC) 31,506 

Claim of In-admissible Input Tax (AJK) 737 

Paid Duties and taxes on AMI Material (CRRK) 9,314 

Salary allowance shortfall for FY 2024–25 2,358 

Salary allowance shortfall for FY 2025–26 2,001 

Post-retirement benefit allowance shortfall for FY 2024-25 3,464 

Post-retirement benefit allowance shortfall for FY 2025-26 8,647 

Excess depreciation allowance for FY 2025–26 (497) 

Other Income shortfall for FY 2024–25 296 
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Description Rs.Million 

Other Income surplus for FY 2025–26 (1,589) 

Quarterly Adjustment 4th Quarter 2024-25, 1st and 2nd Quarter 2025-26 111 

Excess Recovered Distribution Margin For FY 2025-26 (384) 

Additional Recruitment 897 

Absorption/Adjustment of GENCO Employees in IESCO: 125 

Return on Rate Base (RORB) FY 2025-26 (360) 

Total Prior Year Adjustment (PYA) 157,864 

 

IESCO requests approval of the aggregate PYA claim of Rs. 157,864 million, as presented in the consolidated 

working, subject to the Authority’s determination of the individual components. 

9 Power purchase price 

The NEPRA Guidelines for Determination of Consumer End Tariff (Methodology and Process), notified through 

S.R.O. 34(I)/2015 dated 16 January 2015, provide for CPPA-G’s procurement plan and assessment of power 

purchase costs. As power purchase price (PPP) is the largest component of the consumer-end tariff and provides 

the reference for subsequent fuel cost and quarterly adjustments, IESCO requests the Authority to adopt the 

approved sector-wide PPP references on the basis of CPPA-G’s submissions and the relevant planning 

assumptions. 

For the purpose of this application, IESCO has prepared indicative power purchase cost projections using a 1% 

escalation over the FY 2025–26 actual or provisional cost components. These projections are subject to 

replacement by the references approved by the Authority. 

The FY 2026–27 energy balance uses T&D losses of 7.28%, identified in the supporting working as the approved 

DIIP target. Projected purchases are 12,924 million kWh and projected sales are 11,983 million kWh. The power 

purchase cost comparison is set out below. 

Rs. (Million) 

Period and basis EPP CPP UoSC Total 

FY 2024–25 determined 117,682 164,185 13,848 295,715 

FY 2024–25 actual 131,825 140,873 14,814 287,512 

FY 2025–26 determined 100,987 164,662 20,681 286,330 

FY 2025–26 actual 125,267 149,924 14,633 289,823 

FY 2026–27 projected 126,519 151,423 14,779 292,721 

FY 2027–28 projected 127,784 152,937 14,927 295,649 

CY 2027 projected 127,152 152,180 14,853 294,185 
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10 Revenue requirement 

On projected sales of 11,983 million kWh, the FY 2026–27 revenue requirement presented in the consolidated 

working is Rs. 525,005 million, equivalent to Rs. 43.81/kWh. The comparative financial-year and calendar-year 

projections are set out below. 

Component Rs. million 
FY 2025–26 
revised 

FY 2026–27 FY 2027–28 CY 2027 

Energy charges 121,482 126,519 127,784 127,152 

Capacity charges 163,479 151,423 152,937 152,180 

UoSC and market operator fee 15,935 14,779 14,927 14,853 

Total power purchase cost 300,896 292,721 295,649 294,185 

Net distribution and supply margin 45,780 74,420 81,819 78,119 

Prior year adjustments (7,495) 157,864 — 157,864 

Total revenue requirement 339,181 525,005 377,467 530,168 

Average tariff Rs. per kWh 29.17 43.81 30.52 43.54 

 

Business allocation of the revenue requirement 

Period SoP Rs. million DoP Rs. million Total Rs. million 

FY 2025–26 revised 291,968 47,213 339,181 

FY 2026–27 451,519 73,486 525,005 

FY 2027–28 296,714 80,754 377,467 

CY 2027 453,049 77,120 530,168 

 

The margin allocation and component tariff rates are set out in section 3. The power purchase component is 

attributed to the supply business. 

11 Relief requested 

IESCO respectfully requests the Authority to approve the annual adjustment and indexation of its distribution 

and supply margin for FY 2026–27, together with the associated calendar-year treatment, on the basis of the 

schedules and supporting evidence presented in this application. 

IESCO further requests the Authority to determine the admissible prior year adjustments for FY 2025–26 and 

outstanding earlier-year claims; consider the separately identified additional cost requirements and 

depreciation request; adopt the approved power purchase price references; and pass any further orders it 

considers appropriate. 

Respectfully submitted, 

Engr. Khalid Mahmood 

Chief Executive Officer 

Islamabad Electric Supply Company Limited 
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Supporting annexure register 

The following register identifies the supporting documents referenced in the application. 

Reference Supporting document 

A Board approval for outsourced drivers 

B Contract agreement for outsourced drivers 

C Board approval for outsourced ALMs 

D Contract agreement for outsourced ALMs 

E Additional ALM outsourcing contract agreement 

F Board approval for Attock Circle ALM outsourcing 

G Accounts assistant recruitment advertisement 

H Proposed recruitment and financial impact schedule 

I Other outsourced services schedule 

J Actuarial valuation reports as at 30 June 2025 and 30 June 2026 

K Ground rent and conservancy charge details 

L AMI maintenance and professional fee requirements 

M Ministry correspondence dated 22 May 2025 on supplemental charges 

N CPPA-G supplemental charge invoices 

O PPMC fee expenditure and supporting service documents 

P Supply and distribution licence fee details 

Q Sales mix variance calculation for FY 2024–25 

R Sales mix variance calculation for FY 2025–26 

S Minimum tax CPRNs 

T ADRC tax payment CPRNs 

T-1 ADRC case orders and orders in original 

U Relevant extract from the Sales Tax Act 1990 

V AMI duty and tax claim correspondence 

W Additional supporting correspondence for the AMI duty and tax claim 

X Newly recruited employees and salary impact 

Y GENCO employee absorption and salary impact 
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