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Dear Sir, 

Please find enclosed herewith subject Determination of the Authority (49 Pages) in 
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2. The Determination is being intimated to the Federal Government for the purpose of 

notification in the official gazette pursuant to Section 31(7) of the Regulation of Generation, 
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1. Secretary, Cabinet Division, Cabinet Secretariat, Islamabad. 
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Abbreviaiions 

C GenCa p p 
The summation of the capacity cost in respect of all CpGencos for a billing period 
minus the amount of liquidated damages received during the months 

ADI3 Asian Development Bank 

AMI Advance Metering Infrastructure 

AMR Automatic Meter Reading 
BoD Board of Director 

BTS Base Transceiver Station 

CAPM Capital Asset Pricing Model 

CDP Common Delivery Point 
COSS Cost of Service Study 
CPPA (G) Central Power Purchasing Agency Guarantee Limited 
CWIP Closing Work in Progress 

DIIP Distribution Company Integrated Investment Plan 

DISCO Distribution Company 

DM Distribution Margin 

DOP Distribution of Power 

ELR Energy Loss Reduction 

ERC Energy Regulatory Commission 

ERP Enterprise resource planning 

FCA Fuel Charges Adjustment 

FY Financial Year 

GIS Geographical Information System 

GOP Government of Pakistan 

GWh Giga Watt Hours 

HHU Hand Held Unit 

HT/LT High Tension/Low Tension 

HSD High Speed Diesel 

IGTDP Integrated Generation Transmission and Distribution Plan 

IESCO Islamabad Electric Supply Company Limited 

KIBOR Karachi Inter Bank Offer Rates 

KSE Karachi Stock Exchange 

KV Kilo Volt 

kW Kilo Watt 

kWh Kilo Watt Hour 

LPC Late Payment Charges 

MDI Maximum Demand Indicator 

MMBTU One million British Thermal Units 

MoWP Ministry of Water and Power 

MVA Mega Volt Amp 

MW Mega Watt 

2 I 



Determination of the Authority in the matter ofDist.riburion Tanif of 
Peshaivar Electric Supply Company Limited No. NEPRA/TRF-511/PESCO-2019 

NEPRA National Electric Power Regulatory Authority 

NOC Network Operation Centre 

NTDC National Transmission & Despatch Company 

O&M Operation and Maintenance 

OGRA Oil and Gas Regulatory Authority 

PEPCO Pakistan Electric Power Company 
PESCO Peshawar Electric Supply Company Limited 
PDEIP Power Distribution Enhancement Investment Program 

PDP Power Distribution Program 

PPA Power Purchase Agreement 

PPAA Power Procurement Agency Agreement 

PPP Power Purchase Price 

PYA Prior Year Adjustment 

R&M Repair and Maintenance 

RAB Regulatory Asset Base 

RE Rural Electrification 

RFO Residual Fuel Oil 

RLNG Re-gasified Liquefied Natural Gas 

RoE Return on Equity 

RORB Return on Rate Base 

ROR Rate of Return 

SBP State Bank of Pakistan 

SOT Schedule of Tariff 

STG Secondary Transmission Grid 

SYT Single Year Tariff 

T&D Transmission and Distribution 

TFC Term Finance Certificate 

TOU Time of Use 

TOR Term of Reference 

TPM Transfer Price Mechanism 

USCF The fixed charge part of the Use of System Charges in Rs./kW/Month 

UOSC Use of System Charges 

WACC Weighted average cost of capital 

WAPDA Water and Power Development Authority 

XWDISCO Ex-WAPDA Distribution Company 
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PrrfION FILED BY 
PFSHAWAR ELECR1C SUPPLY COMPANY LIMITED (PESCO) FOR DETERMINATION 

OF ITS DISTRIBUTION TARIFF FOR THE FY 2018-19 & FY 2019-20 
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PIcrrFIONER 

Peshawar Electric Supply Company Limited (PESCO), WAPDA House Shami Road, Peshawar. 

TERVENER 
M/s CM Pak Limited (ZONG) 

COMMENTATOR 
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REPRFSENTATION 

i. Chief Executive Officer, PESCO 
ii. Chief Commercial Officer 

iii. Director Finance 
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1. Background 

1.1. The amendments in the Regulation of Generation, Transmission and Distribution of Electric 
Power Act, 1997 was passed by the National Assembly on 155h  March, 2018, which was 
published in the official Gazette on 30th  April 2018 (the "Amendment Act"), resulting in 
restructuring of the energy sector. 

1.2. As per the amended Act, function of sale of electric power traditionally being performed by 
the Distribution Licensees has been amended under Section 21(2)(a), whereby 'sale' of 
electric power has been removed from the scope of 'Distribution Licensee' and transferred 
to 'Supply Licensee'. 

1.3. Section 23E of the Act, provides NEPRA with the powers to grant Electric Power Supply 
License for the supply of electric power. Section 23E(1), however, provides that the holder 
of a distribution license on the date of coming into effect of the Amendment Act, shall be 
deemed to hold a license for suppiy of electric power under this section for a period of five 
years from such date. Thus, all existing Distribution Licensees have been deemed to have 
Power Supplier Licenses, to ensure distribution licensees earlier performing both the sale 
and wire functions, can continue to do so. Section 23E, further states that the eligibility 
criteria for grant of license to supply electric power to be prescribed by the Federal 
Government, and shall include, provision with respect to a supplier of the last resort, as the 
case may be. 

1.4. As per Section 23F (2)(b), the Supplier possess the right to make sales of electric power to 
consumers within their specified territories on a non-discriminatory basis to all the 
consumers who meet the eligibility criteria laid down by the Authority. 

1.5. In view thereof, Peshawar Electric Supply Company Limited (PESCO), hereinafter called 
the Petitioner', being a Distribution as well as deemed Supplier filed separate tariff petitions 

for the determination of its Distribution and Supply of Electric Power Tariff for the FY20 18-
19 and FY 2019-20, in terms of Rule 3 (1) of Tariff Standards & Procedure Rules-1998 
(hereinafter referred as "Rules"). 

1.6. The Petitioner, inter alia, has requested for a distribution cost of Rs.20,060 million i.e. 
Rs.2.21/kWh and Rs.22,299 million i.e. Rs.2.42/kWh for the FY 2018-19 and FY 2019-20 
respectively as detailed below; 

Requetsed Revenue Requirement - Distribution Business 

Description Unit FY 2018-19 FY 2019-20 

Investnrt MlrsRs. 11,007 8,450 
Units Received GWh 14.427 14.491 
Units Lost GWh 5,353 5,291 
% of T&D Losses % 37.1% 36.5% 
Units Delivered GWh 9.074 9,200 

O&M MlesRs. 14,370 15,739 

Depreciation M1nRs. 2,766 3,042 
Return on Regulasoly Asset Base (RoRB) Mm Rs. 4,813 5.538 
Otivrintonv MlnRs. (1,889) (2.020) 

Total Revenue Requirement Mm Re. 20,060 22,299 

Net Average Sale Rate Rs./kWh 2.21 2.42 
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2. Proceeding 

2.1. In terms of rule 4 of the Tariff standard and Procedure Rules, 1998 (hereinafter referred to 
as "Rules"), the petition was admitted by the Authority on November 18, 2019. Since the 
impact of any such adjustments has to be made part of the consumer end tariff, therefore, 
the Authority, in order to provide an opportunity of hearing to all the concerned and meet 
the ends of natural justice, decided to conduct a hearing in the matter. 

2.2. Hearing in the matter was scheduled on February 11, 2020, for which notice of admission I 
hearing along-with the title and brief description of the petition was published in 
newspapers on January 22, 2020 and also uploaded on NEPRA website; Individual notices 
were also issued to stakeholders/ interested parties. 

3. Issues of Hearing 

3.1. For the purpose of hearing, and based on the pleadings, following issues were framed to be 
considered during the hearing and for presenting written as well as oral evidence and 
arguments; 

3.2. Whether the Petitioner has complied with the direction of the Authority given in earlier 
determination? 

3.3. As provided in NEPRA Amendment Act, 2018, I'ESCO as Distribution Licensee shall be 
deemed to hold Supply License also for a period of 5-years. In this regard, PESCO is required 
to explain its organizational restructuring in respect of segregation of responsibilities for 
Distribution Business and Sale Business? 

3.4. As per NEPRA Amendment Act, 2018, obligations of procurement of assets including 
meters (for satisfying its services) and disconnection / reconnection services (on demand of 
Supplier) are with Distribution Licensee whereas procedure for metering, billing, collection 
of approved charges and recovery of arrears are the obligations of Supply Licensee. In this 
scenario, PESCO is required to state the mode and manner being developed and followed 
for appropriate coordination between Distribution Licensee and Supply Licensee? 

3.5. Whether the requested T&D loss target is reasonable? Whether this target comprises of both 
'I'echnical and Commercial losses? V/hat are the proposed plans specifically for loss 
reduction and removal of overloading and system constraints? 

3.6. Whether the projected demand is reasonable? 

3.7. Whether the projected Net Distribution Margin (excluding RoRB) is justified? The 
petitioner is required to provide Grid wise plan of its proposed O&M. 

3.8. Whether the projected Return on Regulatory Asset base (RORB) is justified? 

3.9. Whether the requested Prior Year Adjustment including the impact of postretirement 
benefit, is justified? 

3.10. Whether the distribution margin should be recovered on Rs./kW or Rs./kWh basis? 

3.11. Whether the basis used by the Petitioner for bifurcation of its costs into supply and 
distribution segments are justified? 

3.12. As per Amendment Act, 2018, responsibilities of DISCO and Supplier have been bifurcated. 
PESCO is required to submit overall organogram which broadly describe its role/functions 
as DISCO and Supplier. 
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3.13. Whether PESCO is currently facing network congestions? If yes, PESCO is required to 
submit detailed analysis by identifying the grey areas which caused congestions in its 
transmission and distribution system. PESCO is also required to submit load shedding policy 
in high loss areas. 

3.14. Whether the requested investment is justified? Petitioner to explain project wise details 
along with rationale against the requested investment. 

3.15. Whether the ToU meters installed on Residential & General Services connections have the 
capability to record MDI? 

3.16. Whether the concerns raised by the intervener! Commentator if any are justified? 

3.17. Any other issue that may come up during or after the hearing? 

4. Comments 

4.1. Comments/replies and filing of Intervention Request (IR), if any, were desired from the 
interested person! party within 7 days of the publication of notice of admission in terms of 
Rule 6, 7 & 8 of the Rules. In response thereof, JR has been filed by M/s CM Pak Limited 
(ZONG). A brief of the concerns raised by M/s CM Pak is as under; 

4.2. The intervener highlighted issues being faced in terms of provision of electricity, coupled 
with over billing, deteriorating system and non-cooperative mechanism being adopted with 
respect to discharge of liabilities by the Petitioner. It was also submitted that provision of 
electricity connections despite paid demand notes ranges from 100-400 days, whereas, as 
per the rule 4 of NEPRA Performance Standards (Distribution) Rules, 2005, the time period 
prescribed for new connections is within 30 to 55 days. The Intervener accordingly 
requested the Authority to issue directions to the Petitioner for provision of electricity 
connection in accordance with law and decide the pending over billing complaints/issues 
within a specified time in accordance with law. 

4.3. The Authority observed that the issues highlighted by the Intervener were primarily 
complaints in nature, therefore, directed the Petitioner, during the hearing, to ensure 
provision of pending connections without further delay. The Authority also directed the 
Petitioner to establish a corporate desk to facilitate its corporate clients in terms of provision 
of electricity and to address the issues of overbilling, if any, on priority basis. However, the 
Petitioner did not submit any details with respect to the pending connections as of June 
2019. The Authority while analyzing the DISCOs performance statistics report published by 
PEPCO noted that total applications pending for new Connections fl respect of the 
Petitioner were 27,574, which include 24,773 domestic, 2,568 commercial, 110 Agriculture, 
110 industrial and 13 others applications. The Authority directs the Petitioner to provide 
electricity connections to all these pending applications without further delay and submit a 
quarterly progress report in this regard. 

4.4. During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and financial teams; On the basis of pleadings, evidence/record produced 
and arguments raised during the hearing, issue-wise findings are given as under; 

5. Directions given to the Petitioner in its Tariff determination for the FY 2017-18 

5.1. The Authority gave certain directions to the Petitioner in its tariff determination for the FY 
20 17-18. The Authority understands that periodic monitoring of the directions given by the 
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Authority is absolutely necessary in order to analyze the Petitioner's performance, 
therefore, the Authority has decided to have a half yearly review of the given directions, 
instead of discussing the same only during the tariff proceedings. However, the directions 
which are directly relevant to the tariff determination of the Petitioner are discussed 
hereunder; 

6. To spend at least 20% of the village electrification funds for improvement / up-gradation of 
the grid without which it should not undertake any village  electrification resulting in 
overloading of its system. The village electrification would only be undertaken without 
augmentation of the grid, if it already has spare MVAs.  

6.1. The Authority in the MYT determination of PESCO for the FY 2015-16 observed that the 
impact of all the investments may get diluted, if the Petitioner carry out village 
electrification imprudently as imprudent village electrification may result in overloading 
and increasing the T&D losses. 

In the past, the village electrification was restricted to poles, lines and distribution 
transformers only. Its impact on the existing grid or strengthening of the grid due to the 
additional load in the form of village electrification was totally ignored. In view thereof, the 
Authority directed the Petitioner to spend at least 20% of the village electrification funds for 
improvement / up-gradation of the grid. The Petitioner was further directed not to undertake 
any village electrification which would result in overloading of its system and the village 
electrification would only be undertaken without augmentation of the grid, if it already has 
spare MVAs. 

6.2. PEPCO vide letter dated July 01, 2020, directed all the DISCOs to deduct 20% from the SAP 
funds. This action caused hue and cry amongst the different stakeholders and a meeting of 
Cabinet was convened on July 07, 2020, wherein it was decided that the practice of 
deducting 20% from SAP funds should be discontinued. 

6.3. The same decision was communicated to NEPRA, which was subsequently discussed with 
the honorable Federal Minister of Energy with respect to its implications to the Sector. The 
Federal Minister assured that wherever grid augmentation is involved, the Ministry of 
Energy (Power Division) will ensure these funds to DISCOs to beef up the grid facilities. 

The Authority keeping in view the decision of Cabinet dated July 07, 2020 and subsequent 
assurance by the Honorable Federal Minister of Energy, hereby directs the Petitioner to stop 
the existing practice of deducting 20% of SAP funds for grid augmentation and carry out the 
augmentation of the grid after coordinating with the Ministry of Energy. 

7. To restrain from unlawful utilization of receipts against deposit works and security deposits, 
and to give dear disdosures in its Financial Statements with respect to the consumer financed 
spares and stores, work in progress and cash & bank balance.  

7.1. The Authority during the tariff determination of the Petitioner for the FY 2015-16 and 
onward, noted that the Petitioner had insufficient cash balance as on 30th  June 2015 against 
its pending liability of receipt against deposit works and consumer security deposits, which 
indicated that the amount received against the aforementioned heads has been utilized 
somewhere else and the Petitioner failed to provide details in this regard. The Authority 
observed that the amount collected as security deposit cannot be utilized for any other 
reason and any profit earned thereon has to be distributed to the consumers. Also, the 
amount collected under the head of receipt against deposit . s has to be spent for the 
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purpose for which it has been collected. The utilization of the money collected against 
deposit works and security deposits other than the works for which it has been received is 
illegal and unlawful. In view thereof, the Petitioner was directed to provide rational / 
justification for improper utilization of the money because the consumers have to face 
unnecessary delay for their applied connections. 

7.2. Similarly for the FY 2018-19, the Authority has again observed that the Petitioner as per its 
provisional accounts has insufficient cash balance as on 30 June 2020, against its pending 
liability of receipt against deposit works and consumer security deposits, thus, indicating 
that the amount received against the aforementioned heads has been utilized somewhere 
else for which no details have been provided. 

7.3. Accordingly, the Authority has decided, to include the amount of receipts against deposit 
works as a part of Deferred Credits for RAB for FY 2018-19, after excluding therefrom cashl 
bank balances and amount of stores & Spares available with the Petitioner as on 30-06-2019. 

7.4. In view thereof, the Authority has decided to take up this matter separately with the 
Petitioner through M&E/Legal Department, however, at the same again directs the 
Petitioner to ensure that in future consumer's deposits are not utilized for any other purpose. 
The Petitioner is also directed to restrain from unlawful utilization of receipts against 
deposit works and security deposits, failing which, the proceedings under the relevant law 
may be initiated against the Petitioner. The Petitioner is again directed to give clear 
disclosures in its Financial Statements with respect to the consumer financed spares and 
stores, work in progress and cash & bank balance. 

8. To maintain proper record of its assets by way of tagging each asset for its proper trackiTlg and 
also to provide explanation on the concerns raised by the Authority in terms of its R&M.QQSX  
in the tariff determination for the FY 2015-16, not later than 30th September. 2018.  

8.1. The Authority in the previous tariff determinations of the Petitioner pertaining to the FY 
2015-16, TV 2016-17 and FY 2017-18, observed that proper tagging of the assets is of utmost 
importance in order to enable the Petitioner to properly classify its cost in terms of capital 
or expense and accordingly, directed the Petitioner to maintain a proper record of its assets 
by way of tagging each asset for its proper tracking. In addition, the Petitioner was also 
directed to provide an explanation on the concerns raised by the Authority in terms of 
capitalization of costs which were being expensed out as R&M by the Petitioner. The 
Petitioner did not provide any update in this regard either during the hearing or afterwards. 
In view thereof, the Petitioner is gain directed to ensure proper tagging of its assets so that 
Costs incurred are properly classified as per their nature and also to provide explanation on 
the concerns raised by the Authority in terms of its R&M Costs. 

9. To create separate accounts or fund for each head of Post-Retirement Liability and transfer 
the already collected provision on account of Post-Retirement benefits into the Fund 

9.1. The matter has been discussed in the ensuing paragraphs while deliberating the issue of 
Distribution Margin requested by the Petitioner. 

10. To share detail of late payment charges  recovered from consumers and any invoice raised by 
CPPA under head of mark-up on delayed payments for the FY 2014-15 and FY 2015-16. 

10.1. The Authority during the tariff determination of the Petitioner for the FY 2017-18 noted 
that CPPA-G did not raise any invoice to the Petitioner on account of late payment charges, 
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therefore, the amount of LPS allowed in the FY 2015-16, FY 2016- 17 and FY 2017-18 shall 
be adjusted once the CPPA-G raises the late payment invoice. The Petitioner has not shared 
any details with respect to the invoices raised by CPPA (G) under the head of mark-up on 
delayed payments for the respective periods. The Authority, therefore, again directs the 
Petitioner to provide the required details of late payment charges recovered from the 
consumers and invoices raised by CPPA (G) under the head of mark-up on delayed payments 
for the period from FY 2015-16 to FY 2019-20, in its next tariff petition. 

11. To take up the matter of outstanding amounts of receivable from AJIC with the subcommittee 
constituted in this regard an the Authority be informed accordingly.  

12. To put in serious efforts in claiming the receivables from TESCO by taking up the matter with 
the management of TESCO a earliest and submit a progress report to the Authority.  

13. To continue its recovery plan in its real sprit and submit a qarter1y report in this regard to 
the Authority. 

13.1. The Petitioner in the tariff petition for the FY 2017-18 and also during the hearing of the 
said Petition, submitted that huge amount of receivables were outstanding from the 
Government of AJK, FBR etc, which are badly impacting cash flow position of the Company 
and may make its operations unsustainable. The Authority, considering the financial 
implications of non-receipt of timely recoveries, directed the Petitioner to take up the 
matter of outstanding receivables with all the relevant Authorities and submit its progress 
report in this regard to the Authority. The Petitioner however did not provide any update 
in the matter either in its Petition or during the hearing. 

13.2. A review of the financial statements submitted by the Petitioner for the FY 2018-19, reveals 
that receivables position of the Petitioner has become even worse, whereby overall balance 
of trade debts and receivable from the GoP have increased alarmingly by around Rs.33 
billion as of 30 June 2019, when compared with the numbers of 30th  June 2018. In view 
thereof, the Authority again directs the Petitioner to put in serious efforts for recovery of 
outstanding amounts and submit a quarterly report in this regard to the Authority. 

14. To submit its investment needs regarding implementation of IfflU project not later than 30th 
September. 2018.  

14.1. In order to protect the interest of consumers in the matter of excessive billing, the Authority 
while considering the proposals floated by different XWDISCOs, during the proceedings of 
the tariff determination for the FY 2014-15 tariff determination process; agreed with the 
proposal submitted by PESCO regarding printing of snapshot of meter reading on the 
electricity bills of the consumers not only to enhance the level of confidence of the 
consumers but also to create an effective quality check on the Meter Readers. 

14.2. In view of the aforementioned proposal regarding printing of snap shot of meter reading on 
the electricity bills, the Authority also considered the proposal of the Petitioner & MEPCO 
for allowing the cost of hand held meter reading units and principally decided to allow the 
cost of the hand held units to the Petitioner and directed it to submit its investment 
requirements for the implementation of the said plan along with the completion timelines. 

14.3. The Petitioner, however, did not provide any details with regard to the total number of 
HHUs required and the investment thereof. 
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14.4. The Authority during the proceedings of tariff petitions of XWDISCOs for the FY 2019-20 
noted that XWDISCOs have implemented printing of snap shot on bills through mobile 
phones meter reading instead of 1-IHUs. It was also explained by various XWDISCOs that 
mobile meter reading, through application developed by PITC, is successfully being carried 
out. through Mobiles, and also the cost of mobile phones is much lower than then HHUs. 
The Authority considers that purpose of the direction was to ensure printing of meter snap 
shots on consumer bills to eliminate inefficiencies, which as per the submissions made by 
the Petitioner, are being done through mobile phones and at a lower cost. Thus, the 
direction of the Authority has been complied with, however, the Petitioner is directed to 
address the problems of visibility of the snapshots appearing on the bills and to keep the 
record of snapshots till one year. 

15. To provide project wise detail of actual investments wade in FY 2013-14 and FY 2014- 15 
along-with the cost benefit analysis and also  explain the reasons for variation in numbers 
reported in the presentation and its financial statement 

15.1. The Authority in the tariff determination of the Petitioner for the FY 2017-18, directed the 
Petitioner to; 

• Submit the cost/benefit analysis report for the investments made during the last five 
years and technical / financial savings achieved. 

• Provide project wise detailed report against investments for FY 2015-16, FY 2016- 17 
and FY 2017-18. 

• Submit project wise details at the time of filing the next tariff petition 

15.2. The Petitioner on the subject direction has provided the following details with respect to 
the actual investments and the corresponding benefits achieved 

Investment FY 2016.17 FY 2017-18 
Sy.tm Imp ovement, and Beneflt. Achieved 

m respect of Each Protect 
Financial Impact 

STC Ri. Mlii RI. Miii 
Ba.eLme 

Condition, 
improved Condition, 

New Grid, 294 849 E
lim

in
a
te

 ove
rloadin

g
.
 

lo
w

 
vo

ltag
e
 issues,

 
m

e
e
t load 

d
em

a
n
d
 an

d
 Upg

ra
d
a
tion

 of she 
system

 

780 MVA and 50KM T/1.iaw added 

Convar,inn of Grid, (66 LV to 132 LV) . 207 
78OMVA System 

AugnneniotuonofGrid, 1.334 402 
Capacity eobaxed 

Voltage improved upin 20% at 

Evters,ion of Power 1/Ft and lore Boys 335 250 different at eat 

S
av

ing
 of th

e
 prn

jm
u
 

is
 2

5
8
3
 M

la
w

h
 w

h
tvh

 

it
 R

a. 2
9
6.5

 M
illio

n
 

New Teancmis,ion l.utes 
471 391 1&1 io,ses reiicedhy0.63% 

2nd Circoit Stringing of E,osting Troivao,osa.,n Lines Systom cpgraded 

Reconductorir9/Up-grsidatioo of Exi,ting Troiontisiion Line, 

Capacitor Irstallatton Projects to Improve Power Factor 95 

Others 

Investment FY 2018-19 FY 2019-20 
System Imp ovemrrsts and Benefits 

Achieved sot respect of Each Project 

Si G R,. Mitt Ri. MItt 
Bioc Line 

. . 
. 

Improved Condition, 
Fznnciai Impact 

New Grids 

Condition, 
608 1,165.08 E

lim
in

a
te

 ov
erlo

a
d

in
g
,
 
lo

w
 

v
o
ltag

e
 issues,

 
m

e
e
t load 

d
e
m

a
n
d
 an

d
 Upg

ra
d

atio
n
 of th

e 

system
 

692 MVA and 415 KM 

Convertion of Grid, (66kV to 132 LV) 407.08 442 'I'lLima to be added 
Syiteins Capacity wall be 

Aog,neeaoiion of Grid, 128.17 85 Voltage will be improved at 
eitliasvaed b> 692MVA 

Enneossiata of Power T/Fs and Line Bays 185.29 366 standard level 

New Trsansmis,ion Linei 
Saving of tint Project will be 

2nd Cit-coil Stringing sat Knitting Teamntio,ioo Li,ses 

kecooreloccoeingllip-gradasinn of Enistiog Trasorninsion Lutes 

683.46 1,557.08 332 MW Saving of the projects is 

i60Mkwls witich in Ro. 

I8368 Million 

Capacitor liatallition Projects to Improve Power Factor 
System will be upgraded 

Others 4ff) 

15.3. The Authority Petitioner on the subject direction has provided the following details with 
respect to the actual investments and the corresponding benefits achieved. 

15.4. The Authority that as per the above information provided by the Petitioner, observed that 
the Petitioner has claimed improvements in terms of units & amount saved and 
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improvements in network in comparison with the base line conditions. The Authority 
considers that submissions made by the Petitioner requires detailed analyses and scrutiny, 
therefore, has decided to analyze the submissions of the Petitioner during half yearly review 
of the directions given to the Petitioner. 

16. 'Whether the basis used by the Petitioner for bifurcation of its costs into supply and 
distribution segments are reasonable? 

17. As per Amendment Act. 2018. responsibffities of DISCO and Supplier have been bifurcated.  
PESCO is required to submit overall organogram which broadly describe its rolelfunciions as 
DISCO and Supplier? 

18. As per NEPRA Amendment Act, 2018, obligations of procurement of assets induding meters 
(for satisfying its services and disconnection / reconnection services (on demand of Supplier) 
are with Distribution Licensee whereas procedure for metering, billing, collection of approved 
charges and recovery of arrears are the obligations of Supply Licensee. In this scenario, 
OESCO is required to state the mode and manner being developed and followed for 
appropriate coordination between Distribution Licensee and Supply Licensee? 

18.1. As explained in earlier paragraphs, the function of sale of electric power traditionally being 
performed by the Distribution Licensees has been amended through NEPRA Act, 2018, 
whereby 'sale' of electric power has been removed from the scope of Distribution Licenses 
and transferred to 'Supply Licensee'. 

18.2. In light of the aforementioned provisions oftheAct, the Petitioner was required to bifurcate 
its costs in terms of Distribution and Supply Function and provide basis thereof. 

18.3. The Petitioner during the hearing submitted the following details regarding bifurcation of 
costs between supply & distribution segments based on functions, job description and 
activities; 

SUPPLY OF POWER DISTRIBUTION OF POWER 

GM Commercial, 
GM Technical, CE (Dev) PMU, CE 
Operation, CE (O&M) T&G, CE O&M 

06 x Managers 08 X Operation Circles, 
Dy Managers (Commercial) 39 Opertion Divisions, 
Revenue officers 191 Operation Subdivisions 
Meter reading supervisors, Meter Readers 
and Bill Distributors 

PD GSC, I X GSO Circle, PD (C&O) 

100% expenses are allocated 100% Expenses Are Allocated 

Salaries and other expenses of head quarter, 
allocated on the basis of services provided, 

Salaries and Other expenses of Head Quarter, 
allocated on the basis of Services Provided. 

85% of expenses of computer center 15% of Expenses of Computer Center 

Segregation of Buinecs  

In terms of segregation of business, the Petitioner provided the following organogram in 
this regard; 
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Supply of Power CEO Distribution / Wire Business J 
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GM 
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L
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CEPML) 

- PD(GSC) 

--I- 

CE(O&M)T&G 
Chief 

Engineer 
(Operation)  

CE(O&M) 
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(GSO). 

8 Operation 
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L  

MRS/Meter 
Readers / Bill 
Distributors 191 Sub Divisions 

-j 

C. Engineer 
(P&E) 

MMM 

PD (C&O) 
L  

18.4. On the point of Coordination between two business, 
details; 

the Petitioner provided the following 

. Superintending Engineer (SE) of operation circle is responsible for all activities of both 
businesses. 

S Deputy Commercial Manager (DCM) of operation circle is responsible for metering, 
billing and collection of his circle. 

S Executive Engineers of Operation Division are responsible for operation and maintenance 
of the feeders, distribution transformers and LT lines, sub services to consumers. He will 
also manage requirement of meters, disconnection and reconnection on the request of 
Supply of Electricity Business. Sub Division will provide services to Distribution of 
Electricity and Supply Services on proportionate basis of 60% and 40%. 

• Revenue Officer is responsible for metering, billing and collection. They will report to 
DCM. 

• Procurement of meters will be done centrally through Manager Inventory Control on 
request of Executive Engineer and issue the meters to Sub Division Officers on their 
request. 

• All the financial transactions between two businesses will be adjusted through inter office 
transaction advises. 

• Every Revenue Office & Executive Engineer Office will be separate accounting unit. 

• Divisional Accounts Officer will be responsible to keep the record of all financial 
transactions 
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18.5. The Authority understands that as per the Amended Act, the Distribution Licensee is 
responsible to provide distribution service within its territory on a non-discriminatory basis 
and develop, maintain and publicly make available, with the prior approval of the Authority, 
an investment program, meaning thereby, that installation/investment, operation, 
maintenance and controlling of distribution networks, form part of the Distribution License 
and activities like metering, billing and collection form part of the Supply License. 

18.6. The Authority observed that the Petitioner has bifurcated its costs keeping in view the 
functions as provided in the Act, i.e. all non-sale elements of the distribution segment (i.e. 
installation/in vestment, operation, maintenance and controlling of distribution networks) 
as part of the Distribution License and all sale related activities (metering, billing and 
collection) as part of the Supply License. 

18.7. The Petitioner has also shared its organizational restructuring program in respect of 
segregation of responsibilities for Distribution Business and Sale Business, whereby the 
Chief Commercial officer shall be the head of Supply Business and Chief Engineer (T&G) & 
Chief Engineer (O&M) shall be responsible for Distribution activities. Similarly, the 
Petitioner has also shared the manner being developed and followed for appropriate 
coordination between Distribution Licensee and Supp]y Licensee. 

18.8. The Authority believes that after amendments in NEPRA Act, all the Public Sector 
Distribution companies are required to make organizational restructuring in terms of 
segregation of responsibilities of the Distribution and Sale functions and in order to ensure 
appropriate coordination between both functions. Hence, keeping in view the fact that it is 
operational issue and DISCOs are owned by the Federal Government, it would be more 
appropriate that a centralized restructuring plan at the level of Federal Government is 
prepared to be implemented by all the public sector DISCOs inorder to have a uniformity 
and consistency in the structure. 

19. Whether the projected demand of Power is reasonable? 

19.1. The Petitioner, for the FY 2018-19, has proposed purchases of 14,427 GWh and Sales of 
9,074 GWh based on T&D losses of 37.10%, with power purchase cost of Rs.185,758 million 
including Cost of wire Business. Similarly for the F'Y 20 19-20, the Petitioner has proposed 
purchases of 14,491 GWh & sale of 9,200 GWh based on T&D losses of 36.51%, having 
power purchase cost of Rs.188,723 million including cost of Wire business. The Petitioner 
submitted that PPP has been projected based on information given by CPPA-G/ NTDCL and 
any variation is adjusted by the Regulator subsequently. 

19.2. The Authority observed that the issue of Power Purchase Price being relevant with the 
Supply Business has been deliberated in detail under Supply Tariff Petition of PESCO for 
the FY 2018-19 and FY 2019-20. 

20. Whether the projected Distribution Mar(exduding RoRB) is justied?  The petitioner is 
required to provide Grid wiseplan of its proposed O&M. 

21. Whether the projected Return on Regulatory Asset base (ROR) is justified? 

22. Whether the requested Prior Year Adjustment induding the impact of postretirement beneflt  

22.1. The Petitioner in the distribution tariff petition requested an amount of Rs.14,476 million 
and Rs.16,014 million for the FY 2018-19 and FY 2019-20 respectively regarding Operation 
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and Maintenance expenses. However, during hearing of the instant Petition, the Petitioner 
revised its distribution O&M cost, including financial charges, for the FY 2018-19 from 
Rs,14,545 million to Rs.13,493 million based on Audited results for the FY 2018-19. A 
summary of the revised amounts requested by the Petitioner is as under; 

Rs. inMLn 

Description FY2018-19 FY2019-20 
Distribution Distribution 

Salaries and Benefits 12,258 1.4,055 
Repair and Maintenance 696 1,100 
Traveling Expenses 164 229 
Vehicle Expenses 121.5 195 
Other Expenses 147.5 160 
Sub-Total 13,387 15,739 
Financial Charges 106 275 
Grand-Total 13,493 16,014 

22.2. The O&M costs includes Salaries & Wages (includng Post-Retirement Benefit), Repair and 
Maintenance expenses, Travelling Expenses, Transportation Expenses, and Miscellaneous 
expenses. 

22.3. For projections or assessment of OPEX costs, two commonly used approaches are Ex-Ante 
and the Ex-Post approach. In a regime where the allowed OPEX is determined Ex-Ante, 
there will inevitably be deviations between the allowed and actual OPEX in the form of 
efficiency savings or losses. Thus resulting in two broad options, one that the utility bears 
all savings or losses, i.e. no action is taken by the Regulator. Secondly, the utility shares the 
savings or losses with consumers. The former approach provides the utility with a profit 
incentive to cut costs, but at the same time places the utility at greater financial risk in the 
face of losses. The latter somewhat dilutes efficiency incentives, but also limits the 
losses/gains for the utility and its customers. 

22.4. The widely used approach is that no adjustments to allowed Revenues or OPEX allowances 
are made in the next period to compensate for a deviation from allowed OPEX in the current 
period. Considering the fact that the FY 2018-19 already elapsed, and the Petitioner has 
provided its Audited Accounts for the said period, the Authority considers it appropriate to 
use Ex-Post facto approach while determining O&M costs of the Petitioner for the FY 2018-
19. For the FY20 19-20, since the actual costs of the Petitioner are not available, therefore, 
the Authority has made its own assessment for allowing the O&M costs. 

23. Salaries and Wages excluding postretirement benefits 

23.1. 1'he Petitioner submitted that actual salaries and wages of GSO Circle, PD GSC and PD C&O 
has been allocated to wire business (EPS), since these circles / directorates are responsible 
for construction, rehabilitation, augmentation and similar activities involved in wire 
business for providing electricity to the end consumers. Similarly, the salaries of technical 
and administrative staff such as XEN, SDO, line man, assistant line man, line supervisor etc. 
have been allocated to wire business on actual basis except for meter reader, bill distributer 
and meter reader supervisor, which have been considered as part of Supply Function. 
Moreover, the expenditure of HQ and other offices has been allocated on the most suitable 
basis to wire business or Supply of Electricity. 
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23.2. The Petitioner also submitted that Salaries & Wages including employee's retirement 
benefits is the major component of its O&M expense. Since PESCO was incorporated as 
company in compliance with power sector reform policy of Government of Pakistan and 
the WAPDA employees working in Area Electricity Board Peshawar gradually become 
employees of the company in terms of the Man Power Transition Plan, therefore, PESCO 
had to maintain the GOP pay scales and the terms of employment for the employees which 
were prevalent in WAPDA. The Petitioner has also included the following additional 
increases as announce by the GoP in the budget for FY 2019-20; 

• 10% increase in pay of BPS 1-16 w.e.f 1 July 2019. 
• 5% increase in pay of BPS 17-20 w.e.f 1' July 2019. 
• 10% increase in Pension w.e.f 1' July, 2019. 
• Increase in Head Ojiarter Allowance, Washing Allowance & Livery Allowance etc. 
• Impact of Additional Recruitment (PESCO has initiated process of recruitment of 

3,596 posts and the same has been advertised in June, 2019) 
• Cash Medical allowance has been allowed 15% of running basic pay to 

officers/officials posted at Stations beyond 30 km radius of WAPDA 
hospitals/dispensaries and increase in various medical related expenditure, as per the 
new health care policy. 

• Up-gradation of Dead Cadre Employees, Drivers, Meter Reading Section Supervisor, 
Meter Supervisor Grade-Il, Store System Supervisor, Meter Mechanic, Meter 
Repairer & Relay Mechanic. 

• Increase in maternity Charges, Increase in marriage grant etc. 
• Adoption of transfer policy. 

23.3. Based on the above, the Petitioner has requested an amount of Rs.12,258 million and 
Rs. 14,055 million under head of Salaries & Wages including post retirement benefits for the 
FY 2018-19 and FY 2019-20 respectively for its distribution function. The Petitioner, 
however, neither in the Petition nor during the hearing provided any break-up of the 
requested amount in terms of Salaries & Wages and postretirement benefits. 

23.4. Considering the fact that the FY 2018-19 and FY 2019-20, for which the costs are being 
assessed, have already lapsed, therefore, the Authority has decided to consider the actual 
costs incurred by the Petitioner in this regard. It is also pertinent to mention that being a 
public sector company, the Petitioner is required to pay, its employees, increases in salaries 
& wages announced by the Federal Government through Budget. 

23.5. The actual total payments reflected in the Audited accounts of the Petitioner for the FY 
2018-19, under Salaries & Wages (excluding postretirement benefits, discussed separately) 
is Rs.10,373 million. Accordingly, the same amount is being allowed to the Petitioner for 
the FY 2018-19 for Salaries & Wages (excluding postretirement benefits, discussed 
separately), for both the Distribution and Supply Functions. 

23.6. Regarding, the FY 2019-20, till finalization of the instant determination, the financial 
Statements of the Petitioner for the F'Y 2019-20 were not made available. Therefore, for 
assessment of Salaries & Wages costs for the FY 2019-20, the Authority has decided to 
incorporate the increases announced by the Government on Salaries and Wages in the 
Budget of FY 2019-20, on the amount allowed to the Petitioner under this head for the FY 
2018-19. Accordingly, the Petitioner is allowed an amount of Rs.1 1,279 million for the 
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Salaries & Wages costs (excluding postretiremenr benefits, discussed separately) for the FY 
2019-20 for both the Distribution and Supply Functions. 

23.7. The Audited accounts of the Petitioner, however, do not provide any bifurcation of the 
Salaries, Wages and other benefits costs in terms of Distribution and Supply Functions. 
Therefore, the Authority, has allocated the total cost of Salaries, Wages and other benefits 
proportionately to the Distribution and Supply Functions, based on the figures of Salaries, 
Wages and other benefits requested in the Distribution and Supply Petitions for both the 
FY 2018-19 and FY 2019-20. Accordingly, the cost of Salaries, Wages and other benefits 
(excluding postretirement benefits) for the FY 2018-19 and FY 2019-20 pertaining to the 
distribution function works Out as Rs.7,908 million and Rs.8,525 million respectively. 

23.8. Regarding cost of new recruitment, the Authority observed that Salaries & Wages cost for 
the FY 2018-19, is being allowed to the Petitioner as per the Audited accounts of the 
Petitioner for the FY 2018-19, therefore, impact of any new recruitment already made in 
the FY 2018-19 has been duly accounted for in both the FY 2018-19 and FY 2019-20. For 
the proposed recrujtment to be carried out in FY 2019-20, the Authority understands that 
allowing cost of additional hiring, upfront would be unfair with the consumers, without 
considering! analyzing the benefits of such recruitment. Therefore, the Authority may 
consider such costs once the actual recruitment is carried Out and the Petitioner provides 
details of the actual cost incurred duly substantiated with the quantified benefits accrued. 

24. Post-Retirement Benefits  

24.1. The Authority considering the overall liquidity position in the power sector and in order to 
ensure that the Petitioner fulfils its legal liability with respect to the post-retirement 
benefits, directed the Petitioner to create a separate fund in this regard before 3Qth  June 2012. 
Subsequently, this deadline was extended by the Authority. The rationale was that the 
creation of funds would ensure that the Petitioner records it liability more prudently since 
the funds would be transferred into a separate legal entity. In addition to that these 
independent funds would generate their own profits, if kept separate from the company's 
routine operations and in the longer run reducing the Distribution Margin and 
eventually consumer-end tariff. 

24.2. The Petitioner in the tariff Petition submitted that it has created Pension Fund in 
compliance to Authority's Direction, on the direction of NEPRA, however, the Authority 
has yet to allow the actuarial cost to PESCO for maintaining the said fund. The Petitioner 
accordingly requested to allow such expenses in O&M, so that after collecting the same 
through tariff, it would be able to deposit into the fund created for the purpose. The 
Petitioner further submitted that employees Retirement Benefits have been based on the 
average of annual increase in the last three years audited figures as per the assumption used 
by the valuer M/s SIR Consultants and accordingly, pension increase of 7.SO% has been 
assumed, equivalent to discount rate of 13%. 

24.3. The Authority noted that the Petitioner in its tariff determination process for the FY 2015-
16 informed the creation of separate Pension Fund in compliance to Authority's direction, 
however, no details regarding transfer of amount, if any, into the fund was shared with the 
Authority. Here it is pertinent to mention here that the Authority had been allowing the 
provision for post-retirement benefits to the Petitioner as a part of its O&M cost till FY 2011-
12 and it was only from FY 2012-13 that the Authority decided to allow the actual amount 
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on account of pension benefits, due to non-compliance of the Authority's directions 
regarding creation of post retirement Fund. 'I'hus, any post retirement liability pre FY 2012-
13, is with the Petitioner. Accordingly, the Petitioner was directed in the tariff 
determinations for the FY 2015-16, FY 2016-17 & FY 2017-18 to transfer the already 
collected provision into the Fund. The Petitioner in its instant Petition has not provided any 
update in the matter, however, has requested an amount of Rs.6,650 million and Rs.7,300 
million, under the head of post-retirement benefits for the FY 2018-19 and FY 2019-20 
respectively in the tariff petition for both the distribution and supply of power functions. 

24.4. The Authority, understands that payment of postretirement benefits to the retired 
employees is a compulsory obligation of the Petitioner and by not depositing the previously 
allowed amounts into the Fund would not absolve the Petitioner from its responsibility in 
this regard. 

24.5. In view thereof, and considering the fact that FY 2018-19 has already lapsed, the Authority 
has decided to allow only actual payments made by the Petitioner on account of Post-
retirement benefits made during the year as per the audited accounts provided by the 
Petitioner. The actual payments reflected in the Audited accounts of the Petitioner is 
Rs.4,935 million. Accordingly, the same amount is being allowed to the Petitioner for the 
FY 2018-19 for the postretirement benefits for both the Distribution and Supply Functions, 
including the impact of payments for the Ex- WAPDA employees retired before 1998. 

24.6. Similarly for assessment of postretirement benefits for the FY 2019-20, the Authority has 
decided to incorporate the increases announced by the Government on Salaries, Wages & 
Post retirement benefits in the Budget of FY 2019-20, on the amount allowed to the 
Petitioner under this head for the FY 2018-19. Accordingly, the Petitioner is allowed an 
amount of Rs.5,429 million for the Post retirement benefits for the FY 2019-20 for both the 
Distribution and Supply Functions, including the impact of payments for the Ex-WAPDA 
employees retired before 1998. 

24.7. Since, the Audited accounts submitted by the Petitioner do not provide any bifurcation of 
the post retirement cost in terms of Distribution and Supply Functions, therefore, for the 
purpose of bifurcation of the cost in terms of Distribution and Supply Functions, the same 
criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed an amount 
of Rs.2,367 million and Rs.2,603 million, as Post retirement benefits for the FY 2018-19 and 
FY 20 19-20 respectively, for its Distribution Function. The Petitioner is again directed to 
transfer the already collected provision on account of Post-Retirement benefits into the 
Fund and also provide break-up of the said postretirement benefits indicating the provision 
amount pertaining to the prior period and the current portion. 

25. Repair & Maintenance Expenses 

25.1. The Petitioner has requested an amount of Rs.696 million and Rs.1,100 million for the FY 
2018-19 and FY 2019-20 respectively under the head of Repair & Maintenance for its 
Distribution function. Here it is pertinent to mention that the Petitioner was allowed an 
amount of Rs.773 million for the FY 2017-18 for both its Distribution and Supply Functions. 

25.2. The Petitioner submitted that Repair and Maintenance expenses have been assumed @ 
around 2%  of the net Fixed Assets in operation as it has to maintain its old and over loaded 
system in order to ensure un-interrupted power supply to the consumers, moreover cost of 
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material has also increased due to inflationary pressure. The Petitioner while justif'ing its 
request submitted that; 

• R&M of Power Transformers at Grid Stations, Controlling Breakers, Isolators etc. 
• R&M of 3,687 KM Transmission Lines. 
• R&M of 1,041 Nos 11KV feeders. 
• R&M of 36,679 KMs HT Lines. 
• R&M of 45,120 KMs LT Lines. 
• R&M of 76,126 Nos. of Distribution Transformers 

25.3. Considering the fact that FY 2018-19 has already lapsed, the Authority decided to analyze 
the actual expenditure incurred by the Petitioner for repair & Maintenance during the year. 
As per the Audited accounts provided by the Petitioner, its actual expenditure under Repair 
& Maintenance is Rs.728 million for both the Distribution and Supply Functions. A 
historical trend of the Petitioner's actual R&M expenses during the last five years is as under; 

Rs. In M 
Description FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 
R&M costs 716 736 736 646 728 

% Increase / (decrease) 3% 0% -12% 13% 

25.4. rhe above table shows that the Petitioner's R&M costs have remained almost at the same 
level except for the FY 2017-18, wherein it decreased by around 12% when compared with 
the F'Y 2016-17. One of the possible reasons for this reduction could be the observation 
given by the Authority in the previous tariff determinations of the Petitioner, wherein the 
Authority noted that the Petitioner might be expensing Out certain costs which were 
required to be capitalized i.e. Replacement of Transformers! Meters. The Petitioner probably 
have started reporting its actual R&M costs arid to capitalize costs relating to replacement of 
Transformers! Meters in line with the Authority's directions. Consequently, the actual cost 
for the 1'Y 2018-19, although increased when compared with FY 2017-18, is still lower than 
the FY 2015-16 and FY 2016-17, despite inflationary pressures and increase in the 
Petitioner's networks. 

25.5. The Authority believes that adherence to the service standards and improvement of 
customer services is only possible through continuous repair and maintenance of the 
distribution network, and the actual cost incurred by the Petitioner during the FY 2018-19, 
primarily includes the impact of inflation over the costs of FY 2017-18. in view of the above 
discussion, and based on comparison with other XWDISCOs, the Authority considers the 
cost incurred for the FY 2018-19 as reasonable and hence the same i.e. Rs.728 million is 
al]owed to the Petitioner for the FY 2018-19 for both its distribution and supply functions. 

25.6. The Audited accounts submitted by the Petitioner do not provide any bifurcation of the 
R&M cost in terms of Distribution and Supply Functions, therefore, for the purpose of 
bifurcation of the cost in terms of Distribution and Supply Functions, the same criteria as 
adopted by the Petitioner itself to bifurcate its Costs in Distribution and Supply functions 
has been adopted. Based on the said criteria, the Petitioner is allowed an amount of Rs.696 
million for repair & maintenance for the FY20 18-19 for its Distribution Function. 

25.7. For the FY 2019-20, although the Petitioner has projected an increase of over 50% in its 
R&M expenses, as compared to actual cost incurred during the F'Y 2018-19, for both the 
Distribution and Supply Functions, however, no Cogent justification/rationale has been 
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provided in support of the request. The actual R&M expenses trend of the Petitioner as 
presented in the table above also does not support the submissions of the Petitioner to allow 
Rs. 1,150 million for the FY 2019-20 including Rs. 1,100 million for the Distribution Function 
and Rs.50 million of the Supply of Power Function. Accordingly, for the FY 2019-20, the 
Authority keeping in view the previous trend of the Petitioners actual expenses, inflation 
& comparison with other DISCOs, has decided to allow Rs.795 million for the R&M 
expenses for both its distribution and supply functions. 

25.8. For the purpose of bifurcation of the cost in terms of Distribution and Supply Functions, the 
same criteria as adopted by the Petitioner itse]f to bifurcate its costs in Distribution and 
Supply functions has been adopted. Based on the said criteria, the Petitioner is allowed an 
amount of Rs.760 million for repair & maintenance for the FY 2019-20 for its Distribution 
Function. 

25.9. The Authority observed that the Petitioner is being directed since FY 2015-16, to maintain 
a proper record of its assets by way of tagging each asset for its proper tracking. In addition, 
the Petitioner was also directed to provide an explanation on the concerns raised by the 
Authority in terms of its R&M cost, however, no such explanation has been received from 
the Petitioner. The Petitioner is therefore once gain directed to maintain a proper record of 
its assets by way of tagging each asset for its proper tracking and also to provide explanation 
on the concerns raised by the Authority in terms of its R&M Cost fl the tariff determination 
for the FY 2015-16. 

26. Travelling Expenses 

26.1. The Petitioner has requested an amount of Rs. 164 million and Rs.229 million on account of 
travelling cost for the FY 2018-19 and FY 2019-20 respectively for its Distribution Function, 
however, no further details or justification for the requested amounts has been provided. 
Here it is pertinent to mention that the Petitioner was allowed an amount of Rs.233 million 
for the FY 2017-18 for both its Distribution and Supply of Power Functions. 

26.2. The Authority, considering the fact that FY 2018-19 has already lapsed, decided to analyze 
the actual expenditure incurred by the Petitioner under the head "Travelling". As per the 
Audited accounts of the Petitioner for the FY 2018-19, its total actual expenditure under 
travelling for the FY 2018-19 is Rs.230 million for both its Distribution and Supply of Power 
Functions. A comparison of the same with the amount allowed to the Petitioner for the FY 
2017-18, showed that its actual Travelling cost for the FY 2018-19 has decreased by around 
1%. In view thereof, and comparison with other XWDISCOs, the Authority, considers the 
cost of Rs.230 million incurred for Travelling for the FY 2018-19 as reasonable and hence 
the same is allowed to the Petitioner for the FY20 18-19 for both the Distribution and Supply 
Functions. 

26.3. The audited accounts submitted by the Petitioner however do not provide any bifurcation 
of the Travelling cost in terms of Distribution and Supply Functions, therefore, for the 
purpose of bifurcation of the cost in terms of Distribution and Supply Functions, the same 
criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed an amount 
of Rs. 164 million as travelling costs for the FY 2018-19 for its Distribution Function. 

26.4. For the FY 2019-20, although the Petitioner has projected an increase of around 40% in its 
travelling expenses, as compared to actual cost incurred during the FY 2018-19, however, 
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no cogent justification/rationale has been provided in support of the request. The Authority, 
therefore, keeping in view the Petitioner's previous trend, inflation and comparison with 
other DISCOs has decided to allow an amount of Rs.252 million for the travelling expenses 
for both the Distribution and Supply Functions. 

26.5. For the purpose of bifurcation of cost in terms of Distribution and Supply Functions, the 
same criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and 
Supply functions has been adopted. Based on the said criteria, the Petitioner is allowed an 
amount of Rs.180 million as travelling costs for the FY 2019-20 for its Distribution Function. 

27. Transportation Expenses 

27.1. The Petitioner has requested an amount of Rs.122 million and Rs.195 million on account of 
Transportation charges, including vehicle repair costs, for the FY 2018-19 and FY 2019-20 
respectively for its distribution function. The Petitioner while justifying its request 
submitted that it has a fleet of more than 700 vehicles and most of the vehicles are old and 
has completed useful life of 10 years & need major overhauling. It was also submitted that 
financial position of PESCO does not allow it to replace them with new vehicles, therefore, 
it is left with no option but to maintain them. Moreover the cost of POL has increased 
manifolds & the cost of parts of vehicles is also increasing due to inflation, apart from this, 
PESCO's distribution system is spread all over Khyber Pakhtunkhwa Province and has to be 
maintained, hence PESCO requires funds for running of vehicles as well as for their 
maintenance. 

27.2. The Authority, considering the fact that FY 2018-19 has already lapsed, analyzed the actual 
expenditure incurred by the Petitioner under the head "Transportation". As per the Audited 
accounts of the Petitioner for the FY 2018-19, its actual expenditure under Transportation 
for the FY 2018-19 is around Rs.160 million for both its Distribution and Supply of Power 
Functions. 

27.3. A comparison of the same with the allowed cost of the Petitioner for the FY 2017-18 i.e. 
Rs.140 million, showed that actual total Transportation cost for the FY 2018-19 i.e. both for 
the Distribution and Supply functions, increased by around 14% as compared to FY 2017-
18. 

27.4. In view of the foregoing discussion, request of the Petitioner to consider its actual costs for 
the FY 2018-19, Petitioner's service area, comparison with other XWDISCOs, and trend of 
inflation /fuel prices, the Authority, considers the Cost incurred for Transportation for the 
FY 2018-19 as reasonable and hence the same is allowed to the Petitioner for the FY 2018-
19 for both its Distribution and Supply of Power Functions. 

27.5. The audited accounts submitted by the Petitioner do not provide any bifurcation of the 
Transportation cost in terms of Distribution and Supply Functions, therefore, for the 
purpose of bifurcation of the cost in terms of Distribution and Supply Functions, the same 
criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed an amount 
of Rs.122 million as Transportation costs for the FY 20 18-19 for its Distribution Function. 

27.6. For the FY 2019-20, although the Petitioner has projected an increase of around 60% in its 
transportation expenses, as compared to actual cost incurred during the FY 2018-19, 
however, no cogent justification/rationale has been provided in support of the request. The 
Authority, therefore, keeping in view the Petitioner's previous trend, inflation and 
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comparison with other DISCOs has decided to allow an amount of Rs.183 million for the 
Transportation expenses for both the Distribution and Supply Functions. 

27.7. For the purpose of bifurcation of cost in terms of Distribution and Supply Functions, the 
same criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and 
Supply ftrnctions has been adopted. Based on the said criteria, the Petitioner is allowed an 
amount of Rs.140 million as travelling costs for the FY 2019-20 for its Distribution Function. 

28. Other Expenses 

28.1. The Petitioner has requested an amount of Rs.148 million and Rs.160 million on account of 
Other Expenses for its distribution function, which includes Rent, Rates and Taxes, utility 
expenses, communications, office supplies, professional fees, auditor remunerations, 
outsourced services, management fees, electricity bill collection expenses etc., however, no 
further details or justification for the requested amounts has been provided. Here it is 
pertinent to mention that the Petitioner was allowed an amount of Rs.581 million for the 
FY 2017-18 for both its distribution and Supply Functions. 

28.2. The Authority, considering the fact that FY 2018-19 has already lapsed, analyzed the actual 
expenditure incurred by the Petitioner under the head "Other Expenses". As per the Audited 
accounts of the Petitioner for the FY 2018-19, its total actual expenditure under this head 
has been Rs.802.571 million for both its Distribution and Supply of Power Functions. 

28.3. The Authority, during analysis, noted that the Petitioner included an amount of Rs.96.27 
million on account of Management Fees of PEPCO. The Authority observed that each 
DISCO is an independent entity having its own board of Directors, thus, allowing any cost 
on the pretext of PEPCO Management fee is not logical. Further, the Ministry of Energy 
(MoE), itself in the Peshawar High Court submitted that PEPCO shall be dissolved after June 
2011. In view thereof, the Cost of PEPCO fee has not been allowed to the Petitioner. 

28.4. Accordingly, based on the above discussion, and after taking into account the 
aforementioned disallowed amount from the actual expenses of the Petitioner for the FY 
2018-19, the Petitioner Costs of total Other Expenses works out as Rs.706 million for the F'Y 
20 18-19, which is hereby allowed for both its Distribution and Supply of Power Functions. 

28.5. The authted accounts submitted by the Petitioner do not provide any bifurcation of the 
Other Expenses in terms of Distribution and Supply Functions, therefore, for the purpose of 
bifurcation of the cost in terms of Distribution and Supply Functions, the same criteria as 
adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply functions 
has been adopted. Based on the said criteria, the Petitioner is allowed an amount of Rs.129 
million as Other Expenses for the FY 2018-19 for its Distribution Function. The Petitioner 
is also directed to provide details of PEPCO Management Fees, if any, claimed previously so 
that same could be adjusted in the subsequent tariff determinations. 

28.6. For the FY 20 19-20, although the Petitioner has projected an increase of around 40% in its 
Other expenses, as compared to actual cost incurred during the FY 2018-19, however, no 
cogent justification/rationale has been provided in support of the request. The Authority, 
therefore, keeping in view the Petitioner's previous trend, inflation and comparison with 
other DISCOs has decided to allow an amount of Rs.876 million for the Other expenses for 
both the Distribution and Supply Functions. 

28.7. For the purpose of bifurcation of cost in terms of Distribution and Supply Functions, the 
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same criteria as adopted by the Petitioner itself to bifurcate its Costs fl Distribution and 
Supply functions has been adopted. Based on the said criteria, the Petitioner is allowed an 
amount of Rs.124 million as Other expenses costs for the FY 2019-20 for its Distribution 
Function. 

29. Depredation 

29.1. The Petitioner on account of Depreciation Charges has requested an amount of Rs.2,766 
million and Rs.3,042 million for the FY 2018-19 and FY 2019-20 respectively, for its 
distribution function. The Petitioner stated that Depreciation for VY 2018-19 is calculated 
on the basis of the value of existing Assets plus additions in assets during the FY 2017-18. 
The Petitioner also submitted that assets are depreciated on straight line method as per 
Utility practice i.e. land @ 0 %, buildings and civil works @ 2%, Plant and machinery © 
3.5%, office equipment and mobile plant @ 10% and other assets @ 10%. 

29.2. Considering the fact that the period i.e. FY 2018-19, for which the cost is being assessed, has 
already lapsed, the Authority has decided to consider the actual cost incurred by the 
Petitioner in this regard for the FY 2018-19. 

29.3. The Authority observed that as per the audited financial accounts provided by the Petitioner 
for the FY 2018-19, its actual expenditure under depreciation is around Rs.2,871 million, 
calculated on actual depreciation rates for each category of Assets, as per the Company's 
policy, based on historical Costs of the assets i.e. excluding the impact of revaluation, which 
is hereby allowed for both the Distribution and Supply Functions. After carefully examining 
the relevant details and information pertaining to the deferred credit and amortization, the 
Authority has assessed amortization of deferred credit to the tune of Rs.1,603 million for the 
FY 2018-19, thus, consumers would bear net depreciation of Rs. 1,268 million. 

29.4. The audited accounts submitted by the Petitioner do not provide any bifurcation of the 
Other expenses in terms of Distribution and Supply Functions, therefore, for the purpose of 
bifurcation of the cost in terms of Distribution and Supply Functions, the same criteria as 
adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply functions 
has been adopted. Based on the said criteria, the Petitioner is allowed an amount of Rs.2,584 
million as part of its Distribution function for the FY20 18-19. 

29.5. The Petitioner on account of Depreciation Charges for the FY 2019-20 requested an amount 
of Rs.3,042 million for the FY 2019-20. 

29.6. In order to make fair assessment of the Petitioner's depreciation charges for the FY 2019-20, 
the Authority has taken into account the amount of investments allowed to the Petitioner 
for the instant year. After taking into account new investments, the Gross Fixed Assets in 
Operation for the FY 2019-20 have been worked out Rs.90,294 million. Accordingly, the 
depreciation charge for the FY 2019-20, calculated on actual depreciation rates for each 
category of Assets as per the Company's policy, has been assessed as Rs.3, 110 million. After 
carefully examining the relevant details and information pertaining to the deferred credit 
and amortization, the Authority has assessed amortization of deferred credit to the tune of 
Rs.l,831 million for the FY 2019-20, thus, consumers would bear net depreciation of 
Rs. 1,279 million. Based on the same criteria as adopted by the Petitioner to bifurcate its costs 
in terms of Distribution and Supply of Power Functions, the Authority has assessed an 
amount of Rs.2,799 million on account of depreciation charges for the Distribution Function 
of the Petitioner for the FY 2019-20. 
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30. Other Income 

30.1. The Petitioner has projected "Other income" of Rs.1,889 million and Rs.2,020 million for 
the FY 2018-19 and FY 2019-20 respectively for the distribution function. The Petitioner 
submitted that main sources of other income include Interest Income, Sale of Scrape, 
Amortization of Deferred Credit, Rental & Service Income etc., excluding Wheeling 
Charges and Late Payment Surcharges. 

30.2. Other income is considered as a negative cost which may include, but not be limited to, 
amortization of deferred credit, meter and rental income, late-payment charges, profit on 
bank deposits, sale of scrap, income from non-utility operations, commission on PTV fees 
and miscellaneous income. 

30.3. The Authority, considering the fact that FY20 18-19 has already lapsed, decided to consider 
the actual other income of the Petitioner for the FY 2018-19, which as per the Audited 
accounts of the Petitioner is around Rs.3,387 million, including the amount of amortization 
of deferred credit but exclusive of the amount of late payment charges and wheeling charges 
from TESCO. The Authority in consistency with its earlier decision, on the issue, has not 
included the amount of LPS while assessing the other income for FY 2018-19. The Petitioner 
is accordingly allowed other Income of Rs.3,387 million both for the Distribution and 
Supply Functions for the FY 2018-19, which does not include late payment charges but 
inclusive of amortization of deferred credit. 

30.4. The Audited accounts submitted by the Petitioner do not provide any bifurcation of the 
Other Income in terms of Distribution and Supply Functions, therefore, for the purpose of 
bifurcation of the Cost in terms of Distribution and Supply Functions, the same criteria as 
adopted by the Petitioner itself to bifurcate its Other Income in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed an amount 
of Rs.2,327 million as Other Income for the FY 2018-19 for its Distribution Function. 

30.5. For the FY 2019-20, the Petitioner has projected Rs.2,020 million as Other income for its 
distribution function, exclusive of late payment surcharges and wheeling charges from 
TESCO. 

30.6. The Authority has decided to consider the amount of Other Income as proposed by the 
Petitioner for the FY 2019-20, including the amount of amortization of deferred credit but 
exclusive of the amount of late payment charges and wheeling charges from TESCO. In view 
thereof, the Authority has assessed Rs.2,020 million as Other Income for the distribution 
function for the FY 2019-20, which does not include late payment charge & wheeling 
charges from TESCO but includes amortization of deferred credit. 

30.7. The Authority in consistency with its earlier decision, on the issue, has not included the 
amount of LPS while assessing the other income for FY 2018-19 and FY 2019-20. Here it is 
pertinent to mention that the LPS recovered from the consumers on utility bills shall be 
offset against the late payment invoices raised by CPPA (G) against respective XWDISCO 
only and in the event of non-submission of evidence of payment to CPPA (G), the entire 
amount of Late Payment charge recovered from consumers shall be made part of other 
income and deducted from revenue requirement in the subsequent year. 

30.8. In view thereof, the Authority, again directs the Petitioner to provide the required details 
of late payment charges recovered from the consumers and any invoice raised by CPPA (G) 
under the head of mark-upon delayed payments for the period from FY 2014-15 to FY 2019- 
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20, in its next tariff petition. 

30.9. The Petitioner is further directed to provide year wise detail of wheeling charges charged to 
TESCO and the amount actually received from TESCO in this regard. 

30.10.The issue of Prior Year Adjustment (PYA), has been discussed in detail in the Supply 
function tariff determination of the Petitioner for the F'Y 2018-19 and FY 2019-20. 

31. Whether the requested investment is justified? Petitioner to explain project wise details along 
with rationale against the requested investment. 

31.1. The Petitioner in its instant tariff petitions, requested investments of Rs. 11,007 million for 
the FY 2018-19 and Rs.8,450 million for the FY 2019-20. The break-up of investment 
requested by the Petitioner is as under: 

Investment Plan 

2018-19 

Provisional 

2019-20 

Projected 
(MlnRs.) (MlnRs.) 

DOP 3.000 2.500 
ELR 2.000 1.500 
STG 3,200 3,500 
Electrification work at 132 kV Grids & up 
£tist1 of 33kV Grids in District Chitral 

- 

ABC Cable for Peshawar, Khyber & Bannu 
Circle 

Evacuation of Power from 220/132 kV Grid 
Station Swabi 

- 350 

Vi1lae Electrification 1,880 300 
Others Projects 927 - 

Total 11,007 8,450 

31.2. 'l'he Petitioner, for the requested investment of Rs.1 1,007 million for FY 2018-19 and 
Rs.8,450 million for FY 2019-20, submitted the following financing arrangements: 

Mm. Rs. 
Description FY 2018-19 FY 2019-20 

Loan 927 950 
PSDP / Own Resources 5,800 5,500 
Consumer Contribution 2,400 2,000 
Others 1,880 - 

Total 11,007 8,450 

31.3. The Petitioner, however, during the hearing of the instant Petitions, revised its investment 
plan for the FY 2018-19 to Rs.7,028 million as given below; 

Mlii Rs. 

DESCRIPTION 
2018-19 
(Revised) 

DOP 2,099 
ELR 768 
STG 1,286 
Consumer Contribution 2,149 
ADB — Trenches (II, III & IV) 726 
Total Investment 7,028 

31.4. The Authority observed that the Petitioner was allowed an investment of Rs. 8,366 million 
and Rs. 9,610 million for the FY 2016-17 and FY 2017-18 respectively. The investment for 
the FY 2016-17 was allowed keeping in view the actual Cost incurred by the Petitioner as 
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the determination was issued after completion of FY 2016-17. For the FY 2017-18, the 
Petitioner has been able to utilize around 118% of the allowed investment i.e. Rs. 11,347 
million against allowed amount of Rs. 9,610 million. 

31.5. The Petitioner in the tariff determination for FY 2017-18 was also directed to provide: 

v' Cost/benefit analysis of investments made during last 05 years & technical/financial 
savings achieved. 

'/ Project wise detailed report for the investments allowed for FY 2016-17 & 2017-18. 

31.6. However, no such detail has been provided by the Petitioner either during the hearing or 
afterwards. The Authority has taken a serious notice of non-compliance of its direction in 
true letter & spirit by the Petitioner, which is serious violation of licensing terms that may 
lead to initiation of proceedings against the licensee under the relevant rules, and again 
directs the Petitioner to provide the required information. 

31.7. Although, the Petitioner has failed to comply with the directions of the Authority in terms 
of providing cost benefit analysis of the investments carried Out during the previous years, 
yet the importance of investments cannot be ignored in order to provide safe and reliable 
electricity to the consumers. Therefore, the Authority has carried out its own analysis / 
assessment of the Petitioner's Investment requirement for the FY 20 18-19. 

31.8. The Authority observed that the Petitioner did not file the required IGTDP, as required 
under the Consumer End Tariff Methodology 2015, for approval of the Authority prior to 
filing of the instant tariff petition. The Petitioner also stated during the hearing that the 
revised investment plan amounting to Rs.7,028 million will be made as per the attached 
project-wise investment plan, however, no such plan has been provided. 

31.9. Notwithstanding the above, the Authority, understands the significance of the investments, 
in order to cater for the future demands, minimize network Constraints / overloading, 
improve performance standard indices and reduction in T&D losses. The Authority observed 
that since the period i.e. FY 2018-19, for which the Investment is being requested has 
already lapsed, therefore it would be more appropriate to consider the actual investments 
made by the Petitioner during the FY 2018-19. As per the Petitioners initalled accounts for 
the FY 2018-19, it has carried out an investment of Rs.7,028 million c'inciuding deposit 
works) during the FY 2018-19, which is hereby allowed to the Petitioner. The Petitioner is 
directed to provide project wise report for the investments carried out for the FY 2018-19 
and for previous years i.e. FY 2016-17 & FY 2017-18 along-with its cost/benefit analysis and 
technical/financial savings achieved by December 31, 2020. 

31.10. For the FY 2019-20, the Petitioner has requested an investment of Rs.8,450 million and also 
provided the breakup for the requested investment and its financing arrangement as under: 
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Description 
Investment 

(Re. Million) 
Source of 
Funding 

flOP 2500 
Own 

Resources 
ELR 1,500 
STG 3500 
Total - Own Resources 7,500 
Electrification Works in Chitral 150 

Loan / Grant 

Establishment of 132 kV grid system along with up-
gradation of 33 kV grid system in Chitral 

150 

ABC cable for 3 Circles (Peshawar, Khyber & Bannu) 350 
Evacuation of power from 220/132 kV grid station Swabi 300 
Total - Loan I Grant 950 

Grand Total 8,450 

31.11.The Authority notes that the Petitioner has not provided any detailed plans as per the 
required investment formats. Therefore, in order to assess the investment requirements of 
the Petitioner, the Authority relied upon the historical pattern of the investments allowed 
by NEPRA vis a vis actual utilization by the Petitioner. The comparison of investment 
requested, allowed and actual expenditure incurred from the FY 2013-14 to FY 2018-19 is 
given hereunder; 

Investment 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 
Requested 7,760 7,962 8,969 8,359 10,050 7,028 
Allowed 6,549 7,962 7,622 8,366 9,610 7,028 
Actual 8,140 5,049 7,622 8,366 11,347 7,028 
Excess/(Less) 1,591 - 2,913 - - 1,737 - 
%age 124.29 63.41 100 100 118.07 100 

31.12.From the above table, the Authority observed that the Petitioner has been able to utilize 
124.29% in the FY 2013-14, 63.41% in the FY 2014-15 and 118% in the FY 2017-18 of the 
allowed investment. Whereas, in the FY 2015-16, FY 2016-17 and FY 2018-19, PESCO 
utilized 100% of the allowed investment. The Authority also observed that the Petitioner 
has been able to spent maximum of Rs.1 1,347 million in the FY 20 17-18 during the last six 
(06) years. 

31.13.The Authority noted the following network additions in the PESCO's territory due to 
execution of aforementioned planned investments over last six (06) years; 
Sr. # Upto June 2014 2015 2016 2017 2018 2019 

I No. of Grid Stations (132kv, 66kv & 33kV) 97 97 98 101 104 108 
2 Transmission Line Length(km) (132kv, 66kV & 33kV) 3,299 3,337 3.362 3.362 3,432 3,687 
3 No. of 11kv feeders 789 877 907 946 1.012 1,056 
4 Length of 11kV Lines (km) 33,337 33.464 33,785 35,751 36,227 36,679 

31.14.It is obvious from the above, that the transmission and distribution networks of the 
Petitioner have expanded gradually during last 6 years. The Authority, being aware of the 
importance of investments for ensuring reliable, safe & smooth supply of electricity, 
observes the following performance standards over a period from FY 2014-15 to FY 2018-
19; 

Description 2014-15 2015-16 2016-17 2017-18 2018-19 

SAIFI (nos.) 315.40 26165 160.60 170.10 189.01 
SAIDI (minutes) 27,934.98 24,927.12 14,643.00 16,222.79 16,696.51 
Fatal Accidents 2900 23.00 20.00 10.00 16.00 
Actual T&D Losses (%) 34.81 33.76 32.60 38.11 37.10 
New Connection Profile (%) 3.20 3.60 4.20 2.23 0.50 
Average Daily Load Shedding (hours) 2.50 2.30 3.20 3.25 1.55 

Indicates percentage of consumers who were not connected within due time frame. 
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31.15.From above, the Authority observed that the Petitioner's previous investments did not have 
a tangible impact in reducing T&D losses in past two years (38.11% in FY 2017-18 and 
37.10% in FY 2018-19) and also observed that number of fatal accidents have increased from 
lOin FY 2017-18 to 16 in the FY 2018-19. Similarly, SAIFI (170.10 in FY 2017-18 and 189.01 
in FY 2018-19) and SAIDI (16,222.79 in F'Y 2017-18 and 16,696.51 in P12018-19) have also 
worsened. However, the Authority observed the following improvements in PESCO's 
performance indices; 

/ Average daily load shedding improved from 3.25 hrs in E'Y 2017-18 to 1.55 hrs in FY 
20 18-19. 

/ New connection profile has improved (2.23% in 2017-18 and 0.50% in 2018-19). 

31.16.Keeping in view the above analysis, maximum investment utilization capability of PESCO 
(Rs. 11,347 million in FY 2017-18) and the significance of the investments required to cater 
for future demand, minimize network constraints / overloading, improve performance 
standard indices and reduce T&D losses, the Authority has decided to allow the requested 
investment of Rs.8,450 million to the Petitioner for the FY 2019-20. 

31.17.The Petitioner in the tariff determination for the FY 2017-18 was directed to provide; 

i, Cost/benefit analysis of investments made during last 05 years & technical/financial 
savings achieved. 

ii. Project wise detailed report for the investments allowed for the FY 2016-17 & FY 2017-
18. 

31.18.However, no such detail has been provided by the Petitioner either during the hearing or 
afterwards. The Authority has taken a serious notice of non-compliance of its direction in 
true letter & spirit by the Petitioner, which is serious violation of licensing terms that may 
lead to initiation of proceedings against the licensee under the relevant rules, and again 
directs the Petitioner to provide the required information. 

31.19.Further, as per provisions of the NEPRA Act, the Petitioner is responsible to make such 
plans which are required to meet future demand and also to relieve the network 
overloading. Therefore, the Petitioner is directed to prepare such schemes to cater for future 
demand and for removal of system overloading/constraints. A detailed report shall be 
submitted by PESCO as part of its 5-years IGTDP for approval of the Authority before filing 
of next tariff petition as per requirement under NEPRA Guidelines for determination of 
Consumer End tariff (Methodology and Process) 2015. 

32. The Petitioner has requested T&D loss target in the supply of power petition, however, being 
relevant to the Distribution of Power business, whether the requested T&1) loss target for the 
FY 2018-19 in the supply of power petition is reasonable? Whether this target comprises of 
both Technical and Commercial losses? 

32.1. The Petitioner, has requested T&D losses target of 37.11% for the FY 2018-19, against the 
allowed level of 31.95% for the FY 2016-17, with the following break-up; 

FY 2018-19 
Technical Administrative Total 
22.11% 15.0% 37.11% 
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32.2. 'l'he Petitioner in its tariff petition, provided the following segregation of technical losses as 

under: 

Description FY 2018-19 
Transmission Losses at 132kV (%) 3 
11kV Network Losses (%) 15.11 
LT Line Losses (%) 4 
Total Technical Losses (%) 22.11 
Units Received (GWh) 14427.3 
Units Sold (GWh) 9073.7 
Units Lost (GWh) 5353.6 
Technical Losses (%) 22.11 
Administrative Losses (%) 15 

32.3. According to PESCO, the losses study was carried out by the Third Party Consultant M/s. 
PPI and assessed 20.88% losses, which comprised of 3.64% transmission losses and 17.24% 
distribution losses. PESCO also submitted that it could not manage to reduce the losses to 
the desired level, even with the involvement of police, because of the adverse law and order 
situation, Kunda Culture and non-cooperation of the local Government. The actual T&D 
losses during the FY 2018-19 were recorded as 37.11%, whereas the T&D losses for FY 2017-
18 were actualized at 38.1%. Keeping in view the above facts PESCO requested that T&D 
losses target of 37.11% may be allowed for FY 2018-19. 

32.4. PESCO in its tariff petitions also mentioned that NEPRA has been comparing the losses of 
PESCO with that of the other DISCOs. As a matter of fact the load of the other DISCOs 
especially those of Punjab mainly comprises of big loss free consumers which is a major 
contributing factor towards reduction of percentage losses. On the other hand, the main 
load of PESCO comprises of small domestic consumers which are fed through scattered LT 
distribution network and lengthy 11kv feeders emanating from distantly located Grids. As 
evident, the loss free consumers of Hattar Industrial Estate have such an effect on the losses 
of the Hazara Circle-I that is very much comparable with those of other DISCO's. The 
remaining 07 Circles comprise of Hard Area with FATA boundaries and dominating 
customers, where the feeding arrangements are through scattered and lengthy distribution 
network and as such the losses of these circles cannot be compared with those of other 
DISCOs. The Petitioner submitted the following main reasons for having high Technical 
and Administrative losses; 

/ Lengthy Transmission Lines. 

V Undersize Conductor of the Transmission Lines. 

/ Over Loaded Grid System. 

/ High ratio of 11 kV Distribution line to 400 volts line (1:06) 
/ Partially damaged distribution transformers 
v' High % of Technical losses because of lengthy & out dated distribution & Grid System 

32.5. The Petitioner submitted that the 31.95% T&D losses target determined by NEPRA on the 
basis of third party study may be considered, as huge finances are required for renovating 
and upgrading the existing Distribution & Transmission System beside other technical 
activities for controlling the pilferage of energy. 

32.6. PESCO during the hearing of its instant Petition submitted the following historic trend of 
its T&D losses; 
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Quantitative Data 2013 2014 2015 2016 2017 2018 2019 2020 
Actual Projected 

36.51 T&D Losses (%) 34.3 33.89 34.83 33.8 32.6 32 37.1 

Transnission Losses 
32.7. The Authority noted that PESCO submitted its third party transmission loss study 

conducted by M/s PPI during proceedings of its re-determination for the F'Y 2015-16 and 
based on results of the said study, the Petitioner requested 3.64% transmission losses. The 
same were allowed to PESCO in the Authority's earlier determinations pertaining to the FY 
2015-16, FY 2016-17 and FY 2017-18. The Authority also noted that third Party loss study 
was conducted in the FY 2015-16 on the basis of PESCO's transmission assets (132kv, 66kV 
and 33kV) statistics pertaining to FY 2014-15 which are tabulated as under: 

Sr. # Description As on 30.06.2015 
1 Grid Stations 97 Nos. 
2 Transmission line length 3317 kms. 

32.8. M/s PPI also recommended the following, in view of high transmission losses of 3.64% for 
PESCO; 

"For PESCO, the installation of switched shunt capacitor banks at ilk Vlevels to bring the 

power factor of distribution network as hih as possible is very important as during peak 
conditions the low voltage on the network causes heavier loading on the lines in order to 

meet the load demand, thus ca using high losses. In addition, to relieve the heavily loaded 
transmission lines and power transformers by installing more lines and transformers or re-
conducting hea vily loaded lines using Rail Conductor to bring the loading reasonably below 
the limit to operate the system comfortably and with lower losses." 

32.9. For the purpose of instant tariff petition, the Petitioner has requested transmission losses of 
3.0% for the FY 2018-19. The Authority noted that PESCO claimed lower transmission 
losses as compared to the results of third party study due to following additions in its 
transmission networks (132kV and 66kV) as recommended by the third party consultant, in 
last 4 years; 

Sr.# Description 2016 2017 2018 2019 
1 No. of Grid Stations 98 101 104 108 
2 MVA Capacity 5,265 5,773 6,086 6,327 
3 Transmission line length 3,362 3,362 3,432 3,687 

32.10.Foregoing in view, the Authority accepts the request of the Petitioner for claiming lower 
transmission losses and accordingly allows transmission losses of 3.0% for the FY 2018-19. 

Distribution Losses:  
32.11.The Petitioner requested 19.11% on account of distribution losses for the FY 2018-19 which 

include 15.11% losses in 11kV networks and 4.0% LT line losses. The Authority, while 
considering the above requested distribution losses by the Petitioner, noted that distribution 
losses of 19.11% as claimed in instant tariff petition are higher than the results (17.24%) of 
the third party distribution loss study conducted by M/s PPI (which has already been 
accepted by the Authority during the proceedings of Re-determination for FY 2015-16). 
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32.12. The Authority considering the fact that the requested 1 1kV distribution losses of 15.11% 
are on higher side as compared to the assessed 11kV losses of 12.93% by the third party 
consultant, therefore, the Authority has decided to maintain the 11kV distribution losses 
based on the results of the third party study and accordingly allows the Petitioner 12.93%, 
11kV distribution losses for the FY 2018-19. For LT losses, PESCO requested 4.0% for the 
FY 2018-19 on actual basis, which are lower than 4.31% as per the third party study. In view 
thereof, the Authority has decided to accept the Petitioner's request and accordingly allows 
4.0% LT losses for the FY 2018-19. 

Margin fbr Law and Order:  
32.13.The Petitioner has requested administrative losses of 15.O% for the FY 2018-19. Here it is 

important to mention that the Authority has never considered request of the XWDISCOs 
for allowing administrative losses, however, a margin for law & order has been allowed to 
various DISCOs including the Petitioner which was allowed a margin for law & order of 
11% for the FY 2017-18. 

32.14. For the purpose of instant tariff petition, the Authority observed that the overall law and 
order situation in the country has now improved including the areas under PESCO's service 
territory, therefore, such a high margin for losses on account of law and order cannot be 
justified. 

32.15. In view thereof, the Authority has decided to revise the law and order margin for PESCO 
and other DISCOs due to improved law and order Situation. Accordingly, the margin for law 
and order for the Petitioner for the FY 2018-19 has been revised to 2.50%, which should be 
completely eliminated in the ftiture years. 

32. 16.The Petitioner is also directed to submit a detailed plan for bringing down its technical losses 
to lower levels in the coming years. 

Allowed Level of T&D Losses for the FY 2018-19 

In view of the above, the Petitioner's allowed T&D Losses for the F'Y 2018-19 works out as 
under; 

Transmission 
Losses 

11 kV Network 
Losses 

LT Line 
Losses 

Margin for 
Law & Order 

Total Allowed 
T&D Losses 

3.00% 12.93% 4.00% 2.50% 22.43% 

TD Losses fbr the FY 2019-20 

32.17.Regarding FY 2019-20, the Petitioner has requested T& losses of 36.55% as detailed below; 

FY 2019-20 
Technical Administrative Total 

21.55% 15.0% 36.55% 

32.18.The Petitioner in its tariff petition, provided the following segregation of technical losses as 
under: 

Desiption FY 2019-20 
Transmission Losses at 132kv (%) 3.0 
11kv Network Losses (%) 14.55 
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LT Line Losses (%) 4.0 
Total Technical Losses (%) 21.55 
Units Received (GWh) 14,473 
Units Sold (GWh) 9,201 
Units Lost (GWh) 5,290 
Technical Losses (%) 21.55 
Administrative Losses (%) 15.0 

32.19.According to PESCO, the losses study was carried out by the Third Party Consultant M/s. 
PPI and assessed 20.88% losses, which comprised of 3.64% transmission losses and 17.24% 
distribution losses. PESCO aJso submitted that it could not manage to reduce the losses to 
the desired level, even with the involvement of police, because of the adverse law and order 
situation, Kunda Culture and non-cooperation of the local Government. The actual T&D 
losses during the FY 2018-19 were recorded as 37.11%, whereas the T&D losses for FY 2017-
18 were actualized at 38.1%. Keeping in view the above facts PESCO requested that T&D 
losses target of 36.55% may be allowed for FY 2019-20. 

32.20. I'ESCO in its tariff petitions also mentioned that NEPRA has been comparing the losses of 
PESCO with that of the other DISCOs. As a matter of fact the load of the other DISCOs 
especially those of Punjab mainly comprises of big loss free consumers which is a major 
contributing factor towards reduction of percentage losses. On the other hand, the main 
load of PESCO comprises of small domestic consumers which are fed through scattered LT 
distribution network and lengthy 11kV feeders emanating from distantly located Grids. As 
evident, the loss free consumers of Hattar Industrial Estate have such an effect on the losses 
of the Hazara Circle-I that is very much comparable with those of other DISCO's. The 
remaining 07 Circles comprise of Hard Area with FATA boundaries and dominating 
customers, where the feeding arrangements are through scattered and lengthy distribution 
network and as such the losses of these circles cannot be compared with those of other 
DISCOs. The Petitioner submitted the following main reasons for having high Technical 
and Administrative losses; 

/ Lengthy Transmission Lines. 
V Undersize Conductor of the Transmission Lines. 
V Over Loaded Grid System. 
/ High ratio of 11 kV Distribution line to 400 volts line (1:06) 
V Partially damaged distribution transformers 
V High % of Technical losses because of lengthy & out dated distribution & Grid System 

32.21 The Petitioner submitted that the 31.95%  T&D losses target determined by NEPRA on the 
basis of third party study may be considered, as huge finances are required for renovating 
and upgrading the existing Distribution & Transmission System beside other technical 
activities for controlling the pilferage of energy. 

32.22.PESCO during the hearing of its instant Petition submitted the following historic trend of 
its T&D losses; 

Quantitative Data 2013 2014 2015 2016 2017 2018 2019 2020 
Actual Projected 

T&D Losses (%) 34.3 33,89 34.83 33.8J 32.6 32 37.1 36.51 
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Transmission Losses 
32.23.The Authority noted that PESCO submitted its third party transmission loss study 

conducted by M/s PPI during proceedings of its re-determination for the FY 2015-16 and 
based on results of the said study, the Petitioner requested 3.64% transmission losses. The 
same were allowed to PESCO in the Authority's earlier determinations pertaining to the FY 
2015-16, FY 2016-17 and FY 2017-18. The Authority also noted that third Party loss study 
was conducted in the FY 2015-16 on the basis of PESCO's transmission assets (132kv, 66kV 
and 33kV) statistics pertaining to FY 2014-15 which are tabulated as under: 

Sr. # Description As on 30.06.2015 
1 Grid Stations 97 Nos. 
2 Transmission line length 3317 kms. 

32.24.M/s PPI also recommended the following, in view of high transmission losses of 3.64% for 
PESCO; 

"For PESCO, the installation of switched shunt capacitor banks at ilk Vievels to bring the 

power factor of distribution network as high as possible is vely important as during peak 
conditions the iow voltage on the network causes heavier loading on the lines in order to 
meet the load demand, thus causing high losses. In addition, to relieve the heavily loaded 
transmission lines and power transformers by installing more lines and transformers or re-
conducting hea vilyloaded lines using Rail Conductor to bring the loading reasonably below 
the limit to operate the system comfortably and with lower losses." 

32.25. For the purpose of instant tariff petition, the Petitioner has requested transmission losses of 
3.0% for the FY 2019-20. The Authority noted that PESCO claimed lower transmission 
losses as compared to the results of third party study due to following additions in its 
transmission networks (132kV and 66kV) as recommended by the third party consultant, in 
last 4 years; 

Sr. # Description 2016 2017 2018 2019 
1 No. of Grid Stations 98 101 104 108 
2 MVA Capacity 5,265 5,773 6,086 6,327 
3 Transmission line length 3,362 3,362 3,432 3,687 

32.26. Foregoing in view, the Authority accepts the request of the Petitioner for claiming lower 
transmission losses and accordingly allows transmission losses of 3.0% for the FY 2018-19. 

Distribution Losses: 
32.27.The Petitioner requested 18.55% on account of distribution losses for the F'Y 2019-20 which 

include 14.55% losses in 11kV networks and 4.0% LT line losses. The Authority, while 
considering the above requested distribution losses by the Petitioner, noted that distribution 
losses of 18.55% as claimed in instant tariff petition are higher than the results (17.24%) of 
the third party distribution loss study conducted by M/s PPI (which has already been 
accepted by the Authority during the proceedings of Re-determination for FY 2015-16). 

32.28.The Authority considering the fact that the requested 11kV distribution losses of 14.55% 
are on higher side as compared to the assessed 11kv losses of 12.93% by the third party 
consultant, therefore, the Authority has decided to maintain the 11kV distribution losses 
based on the results of the third party study and accordingly allows the Petitioner 12.93%, 
11kV distribution losses for the F'Y 2019-20. For LT losses, PESCO requested 4.0% for the 
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F'Y 2019-20 on actual basis, which are lower than 4.31% as per the third party study. In view 
thereof, the Authority has decided to accept the Petitioner's request and accordingly allows 
4.0% LT losses for the FY 2019-20. 

Margin fbr Law and Order: 
32.29.The Petitioner has requested administrative losses of 15.0% for the FY 2019-20. Here it is 

important to mention that the Authority has never considered request of the XWDISCOs 
for allowing administrative losses, however, a margin for law & order has been allowed to 
various DISCOs including the Petitioner which was allowed a margin for law & order of 
11% for the FY2017-18. 

32.30. For the purpose of instant tariff petition, the Authority observed that the overall law and 
order situation in the country has now improved including the areas under PESCO's service 
territory, therefore, such a high margin for losses on account of law and order cannot be 
justified. 

32.31.In view thereof, the Authority has decided to revise the law and order margin for PESCO 
and other DISCOs due to improved law and order situation. Accordingly, the margin for law 
and order for the Petitioner for the FY20 19-20 has been revised to 1.40%, which should be 
completely eliminated in the future years. 

32.32.The Petitioner is also directed to submit a detailed plan for bringing down its technical losses 
to lower levels in the coming years. 

Allowed Level of T&1) Losses for the FY 2019-20 

In view of the above, the Petitioner's allowed T&D Losses for the VY 2019-20 works out as 
under; 

1'ransmission 
Losses 

11 kV Network 
Losses 

LT Line 
Losses 

Margin for 
Law & Order 

Total Allowcd 
T&D Losses 

3.00% 12.93% 4.00% 1.40% 21.33% 

32.33.Considering T&D losses being of critical importance, the Authority directs the Petitioner to 
target high loss feeders to bring the overall losses down. A detailed plan be prepared and 
submitted to the Authority for monitoring the progress of PESCO in this respect. The 
Petitioner is also directed to carry out detailed analysis about hard and soft areas relative to 
its claims in earlier studies. 

32.34.The Authority considers that the Petitioner can minimize its technical losses through 
prudent planning and engineering design practices, therefore, is directed to implement such 
activities and submit is plans in this regard to the Authority. 

32.35.The Petitioner is also directed to take remedial measures for achievement of performance 
standards as laid down in NEPRA Performance Standards (Distribution) Rules, 2005, for 
which a detailed plan be prepared, mentioning steps to be taken by the Petitioner, and 
submitted to the Authority accordingly. 

33. Whether PESCO is currently thcing network congestions? If yes. PESCO is required to submit 
detailed analysis by identii'ing the grey areas which caused congestions in its transmission 
and distribution system. PESCO is also required to submit  load shedding policy in high loss 
areas.  

33.1. The Petitioner on the issue submitted during the hearing that Over Loading of system and 
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Low Voltage problems at Hazara, Swat, Bannu, Mardan and Peshawar Circles are the grey 
areas causing congestions in PESCO Transmission System. It also submitted that on the basis 
of Technical analysis with coordination of NTDC, PESCO's 7th  STG Five year Plan has been 
approved for new G/s, Up-gradation of 33 & 66 kV System to 132 kV level, Installation of 
Power Transformers, execution of new Transmission Lines for system stability as well as 
evacuation of Power from new NTDC Grids. The Petitioner stated that its approved STG 
Plan has partially been implemented and further works are in progress to remove 
congestions / constraints subject to availability of finances and clearance of right of ways. 

33.2. The Authority observed that the claims of the Petitioner in terms of works being carried out 
for removal of congestion! constraints in the network requires detailed analyses and 
scrutiny, therefore, the Authority has decided to analyze the submissions of the Petitioner 
during half yearly review of the directions given to the Petitioner. 

34. Whether the projected Return on Regulatory Asset Base (RORB) for the FY 2018-19 is 
justified? 

35. Whether the requested rate of return (ROR is justified? 

35.1. The Petitioner has requested an amount of Rs.4,813 million and Rs.5,538 million as 
RoRB for the FY 2018-19 and FY 2019-20 respectively for its distribution function, using 
a Rate of Return of 14.98%. The Petitioner submitted that although it has used WACC 
of 14.98% in its calculations, however, the Authority is requested to allow WACC of 
19.67% by taking into account the following assumptions for calculation of the requested 
amount of Return; 

v' Weighted average yield on 05 years PIBs as of July 24, 2019 13.7740% 

/ 03 months KIBOR 12.72% as on June 28, 2019 

/ Market risk premium 7% and beta of 1.10 

/ Debt to Equity ratio 70:30. 

35.2. The Petitioner provide the detailed calculations of its total RoRB for both the 
Distribution and Supply Functions and its allocation to both functions as under; 

Description 
Rupees in Million 

FY 2017-18 
Audited 

FY 2018-19 
Provisional 

FY 2019-20 
Projected 

Gross Fixed Assets In Operation-Opening Balance 66,682 76,825 85081 
Addition in Fixed Assets 10,144 8,255 8.334 
Gross Fixed Assets 1nOperation-Closing Balance 76.825 85,081 93,414 
Less Accumulated Depreciation (26,449) (29,522) 

55,559 
(32,902) 
60513 Net Fixed Assets in Operation 50,376 

Add: Capital Work in Progress-Closing Balance 17,573 20,325 20.441 
Investment in Fixed Assets 67,949 75,884 80,954 
Less Deferred Credits 29.869 31,323 33,095 
Regulatory Assets Base 38,080 44,560 47,859 
Average Regulatory Assets Base 35,565 41,320 46,209 
Rate of Return 14.56% 14.56% 14.98% 
Retuin on Rate Base 5,178 6,016 6,922 

Rs. in MIn 

Descrsption 
FY 2018-19 (Proy.) FY 2019-20 (Projected) 

'rotal Distribution Power Supply Total Distribution Power Supply 

RORB 6,016 4,813 1,203 6,922 5,538 1,384 
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35.3. The Petitioner also submitted that it has severe reservations on the NEPRA allowed WACC 
of 11.83% and RORB of Rs. 2,329 Million determined for the FY 2015-16, which was further 
reduced to Rs.2,255 million (during reconsideration decision without any derails/ 
justification). The Authority has been allowing a minimum of 80% debt and 20% equity in 
the previous years since FY 2008-09 and RORI3 of 14.18% since FY 2014-15, however, for 
the FY 2015-16 by considering the process of privatization, the debt to equity ratio has been 
changed to 70% & 30% respectively. The Petitioner requested the Authority to review its 
decision and apply the assumption consistently for a reasonable control period, instead of 
changing it every third to fourth year. 

35.4. 'The Petitioner further mentioned that the assumptions used by the Authority in terms of 
risk free rate and market risk premium while calculating RoE component of WACC for the 
FY 2015-16 did not take into account the economic conditions of KPK and the effect of war 
on terror on the business environment of PESCO. The area of operation and the economic 
conditions of the area needs to be considered and necessary adjustments may be made to the 
risk premium because of the fact that the market in Khyber Pakhtunkhwa is riskier than 
that of other parts of the country and a margin of 1% to 2% may be added to the new base 
line. The linking of return with T&D losses margin allowed by Authority may not be 
justified as Power Purchase Price is a pass through item and relates to the cost and has no 
co-relation with return which is for the equity holder. 

35.5. Regarding assessment of cost of debt, the Petitioner requested the Authority to consider the 
sources of financing as well as the actual loans on Balance Sheet of the company that includes 
foreign loans that also carry interest and exchange risk. As per amortization schedule 
provided by Economic Affairs Division (EAD) for ADB Trench-I, II & III, PESCO has to pay 
the interest charges as well the exchange risk and Principal repayments. PESCO has no other 
source of revenue except Tariff to pay off the principal, interest and exchange risk payable 
to EAD except for consumer end Tariff and if not allowed, it will in any way effect the 
consumers as the same will be passed in the form of deficit financing resulting in financial 
hardship to the consumers. 

35.6. PESCO is of the opinion that return should be adequate enough to not only cover the cost 
of debt but also to cater for the exchange rate party as well as reasonable return to the equity 
holders. 

35.7. 'l'he Petitioner has also contested the Authority's decision of deducting the amount of 
deposit works etc. while calculating the amount of RAB, owing to insufficient cash balances 
with the Petitioner as on June 30, 2016. The Petitioner in this regard stated that like all other 
DISCOs, it maintains inventory records as per Inventory Recording Procedure approved by 
the competent authority and the records are maintained based on the single entry card i.e. 
any inventory received by the store keeper is recorded irrespective of the source of financing 
because of the nature of inventory, physical location of stores and space. Since the works 
conducted under various scheme such as DOP, ELR, STG, Deposits Works etc. are carried 
out throughout the year, the stock is released against each work order and the Authority's 
apprehension that the funds have been mis-utilized merits reconsideration and instead of 
deducting the whole amount, the Authority may consider the nature of work, time required 
to complete the job, PESCO's capacity and pending court cases. The Petitioner also stated 
that receipts of deposits are utilized for the purchase of materials as well as for executions of 
works and a handsome amount is included in the work in progress as well as the available 
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stock balance, hence it needs to be considered. The said deduction on account of Deposit 
Works etc. from the revenue is unjustified as it has no co-relation with Revenue 
Requirement and these deductions are further reducing the Distribution Margin which is 
already on a lower side. 

35.8. The Authority on the point of change in Debt Equity ratio from 80:20 to 70:30 observed that 
by considering a higher percentage of equity in the capital structure would allow the 
Petitioner an overall higher WACC, as cost of Equity is always greater than cost of debt. 

35.9. Regarding revision in WACC from 14.18% allowed in FY 2014-15 to 11.83% determined 
for the FY20 15-16, the Authority observed that while making the assessment of WACC for 
the FY 2015-16, it carried out a detailed analysis / exercise to assess the various components 
of WACC. The Authority's assessment of various components of WACC has been discussed 
in detail under relevant paras of the Petitioner's tariff determination for the FY20 15-16 and 
subsequent Review Motion. On the point regarding assessment of risk premium and risk 
free rate, without considering the economic conditions of KPK and the effect of war on 
terror on the business environment in which PESCO operates, the Authority reiterates that 
the operational difficulties and inherent risk faced by the Petitioner due to law and order 
situation has already been accounted for in the shape of margin for law & order allowed in 
the T&D losses target. 

35.10.Further, write offs on provisional basis subject to fulfillment of prescribed criteria were also 
allowed to the Petitioner in addition to margin for law & order in T&D losses target. Thus, 
any areas specific risk were covered and allowed to the Petitioner separately, when 
compared to companies which do not have such risky conditions. The Authority 
understands that the apprehension of the Petitioner regarding market risk premium owing 
to the fact the market in Khyber Pakhtunkhwa is riskier than that of other parts of the 
country is not true since the market risk premium purely reflects the risk of the entire 
market instead of a particular area and the Industry specific risk is adjusted through Beta. 

35.11.The Authority agrees that power purchase Cost 5 a pass through item, however, any shortfall 
in recovery due to inefficiency of the Petitioner cannot be made part of tariff and passed on 
to the paying consumers, therefore, the argument of the petitioner in this regard is not 
justified. 

35.12.The Authority after careful review of the Petitioner's request to consider the sources of 
financing as well as the actual loans on Balance Sheet of the company, is of the view that 
the Petitioner fails to comprehend the concept for the assessment of WACC. The Authority's 
assessed WACC has always been an 'assessment' from which the actual position of the 
Petitioner's might differ. WACC assessed at different points of time would reflect the market 
conditions which are different at respective points of times. 

35.13.On the issue regarding deducting amount of receipt against the deposit work from regulatory 
asset base, the Authority observed that the amount deducted was worked out from the 
audited financial statements provided by the Petitioner, which showed insufficient cash 
balance as on 30" June 2015 against the Petitioner's pending liability of receipt against 
deposit works and consumer security deposits. The Authority at the same time also directed 
the Petitioner to provide rational / justification for improper utilization of the money, 
however, no response has been provided in this regard. The Authority has seriously noted 
Petitioner's illogical and irrational justification of using consumer deposit money owing to 
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cash shortfall, since the amount collected in this regard cannot be utilized for any other 
purpose. The Authority understands that main reasons of cash shortfall may be because of 
bad governance and inefficiencies on part of the Petitioner. The Petitioner, however, despite 
the Authoritys direction has failed to provide any proper justification / rational for improper 
utilization of the consumers' money. 

35.14. The Authority noted that Section 3 1(3) of the amended NEPRA Act prescribes that; 

(b) tariffs should generally be calculated by including a depreciation charge and a rate of 
return on the capital in vestment of each licensee commensurate to that earned by other 
investments of c'omparable risk; 

(c) tariffs should allow licensees a rate of return which promotes continued reasonable 
investment in equJment and facilities for improved and efficient service; 

35.15.The Authority allows Return to DISCOs based on WACC as no separate financial charges 
are allowed. For calculation of Return of Equity (RoE) component of the WACC, the 
Authority uses the Capital Asset Pricing Model (CAPM), being the most widely accepted 
model, applied by Regulatory agencies all over the world to estimate the cost of capital for 
regulated utilities. Since the Authority uses Plain Vanilla WACC, hence the impact of tax 
shield is taken as zero, and in case any tax is actually paid by the Petitioner, it is treated as 
pass through. 

35.16.As per the methodology, in case of negative equity the Authority would consider a 
minimum of 20% equity and any equity in excess of 30% would be considered as debt. 

35.17.For assessment of the RoE component for the FY 2018-19, weighted average yield on 05 
Years Pakistan Investment Bond (PIB) as of June 13, 2018 has been considered as risk free 
rate which is 8.4795%. The expected return on any investment is the sum of the risk-free 
rate and an extra return to compensate for the risk. This extra return or 'risk premium' is 
the difference between market rate of return and risk free rate. Generally, the return on 
stock market index is taken as a measure of market rate of return. 

35.18.To have an appropriate measure of the market rate of return, analyzed KSE-100 Index 
return, over a period of 8 years, which remained at around 15%. We have also considered 
Analysts' consensus! research houses estimates in this regard. The risk premium used by 
different leading brokerage houses of the country ranges between 6% — 7%. The rate of 
return on KSE-lOO index remained at around 15%, which also, translates into risk premium 
of around 6.521% (ith risk free rate of 8.4795%, WeihtedA verage Yield of5-YearPIB as 
ofJune 13, 2018). Therefore, keeping in view the aforementioned, Market Risk Premium of 
6.52 1% is considered as reasonable for calculation of cost of equity component. 

35.19.The Authority, keeping in view the earlier studies in the matter, range of betas used by 
international Regulators, and request of the Petitioner, has decided to maintain a beta of 
1.10 while assessing the RoE component of the Petitioner. 

35.20.As regard the cost of debt, it is the interest rate on which a company would get borrowing 
from the debt market / commercial banks i.e. a rate at which banks lend to their customers. 
In order to have a fair evaluation of the cost of debt, the Authority has analyzed the financial 
statements of the DISCOs. The Authority noted that majority of loans obtained by 
XWDISCOs are relent loans, therefore, keeping in view the NEPRA (Benchmarks for Tariff 
Determination), Guidelines, 2018, and the loans obtained by K-Electric, the Authority 
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considers cost of debt as 3 month's KIBOR + 2.00% spread as reasonable. Consequently, the 
cost of debt has been worked out as 8.93% i.e. 3 Months KIBOR of 6.93% as of 3rdJu1y  2018 
plus a spread of 2.00% (200 basis points). 

35.21.Consequent to the aforementioned discussion, the Authority has re-worked the WACC as 
below; 

Cost of Equity; 
Ke = RF  + (RM-RI) x 

8.4795% + (15%-8.4795% = 6.521% x 1.1) = 15.65% 
Cost of Debt; 
Kd = 8.93% 

35.22.Accordingly, the WACC has been worked out as under; 

WACC; 
WACC= ((Ke x (E / V) + (Kd x (D I V)) 
Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%; 
WACC = ((15.65% x 30%) + (8.93% x 70%)) = 10.95% 

35.23. Thus, using rate of 
on rate base as per 

Description 

return of 
the following 

FY 2018 19 

10.95%, the Authority has assessed Rs.2,890 million as return 
calculations: 

Fixed Assets 0/B 76,826 

Addition 6.474 

Fixed Assets C/B 83,299 

Depreciation 29,320 

Net Fixed Assets 53,979 

Capitat WIP C/B 18,127 

Fixed Assets Inc. WIP 72,106 

Less: Deferred Credits 45,443 

Iota I 26,663 

RAB 26,401 

WACC 10. 95% 

RORB 2,890 

35.24.For the purpose of bifurcation of RoRB in terms of Distribution and Supply Functions, the 
same criteria as adopted by the Petitioner itself to bifurcate RoRB in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed Rs.2,312 
million as part of its RoRB for Distribution function for the F'Y 2018-19. 

35.25.For assessment of the RoE component for the FY 2019-20, weighted average yield on 05 
Years Pakistan Investment Bond (PIB) as of June 27, 2019 has been considered as risk free 
rate which is 13.7687%. The expected return on any investment is the sum of the risk-free 
rate and an extra return to compensate for the risk. This extra return or 'risk premium' is 
the difference between market rate of return and risk free rate. Generally, the return on 
stock market index is taken as a measure of market rate of return. 

35.26.To have an appropriate measure of the market rate of return, the return of KSE-100 Index, 
over a period of 8 years, has been analyzed which remained at around 15%, which translates 
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Fixed Assets 0/B 83,299 

Addition 6,995 

Fixed Assets C/B 90, 294 

Depreciation 32,430 

Net Fixed Assets 57, 864 

Capital WIP C/B 19,582 

Fixed Assets Inc. WIP 77,446 

Less: Deferred Credits 45,613 

Total 31,834 

RAB 29,248 

WACC 15.02% 

RORB 4,392 
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into risk premium of around 1 .23% (with risk free rate of 13.7687%, Weighted Average 
Yield of 5-Year FIB as ofJune 2Z 2019). Therefore, keeping in view the aforementioned, 
Market Risk Premium of 1.23% is considered as reasonable for calculation of cost of equity 
component. 

35.27.The Authority, keeping in view the earlier studies in the matter, range of betas used by 
international Regulators, and request of the Petitioner, has decided to maintain a beta of 
1.10 while assessing the RoE component of the Petitioner. 

35.28.As regard the cost of debt, it is the interest rate on which a company would get borrowing 
from the debt market / commercial banks i.e. a rate at which banks lend to their customers. 
In order to have a fair evaluation of the cost of debt, the Authority has analyzed the financial 
statements of the DISCOs. The Authority noted that majority of loans obtained by 
XWDISCOs are relent loans, therefore, keeping in view the NEPRA (Benchmarks for Tariff 
Determination), Guidelines, 2018, and the loans obtained by K-Electric, the Authority 
considers cost of debt as 3 month's KIBOR + 2.00% spread as reasonable. Consequently, the 
cost of debt has been worked out as 14.97% i.e. 3 Months KIBOR of 12.97% as of 25" July 
2019 plus a spread of 2.00% (200 basis points). 

35.29. Consequent to the aforementioned discussion, the Authority has re-worked the WACC as 
below; 

Cost of Equity; 
Ke=RF+(RM-RF)x13 
(13.7687% + (15%-13.7687% 1.23% x 1.1) = 15.12% 
Cost of Debt; 
Kd = 14.97% 

35.30.Accordingly, the WACC has been worked Out as under; 

WACC; 
WACC= ((Ke x (E / V) + (Kd x (D / V)) 
Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%; 
WACC = ((15.12% x 30%) + (14.97% x 70%)) = 15.02% 

35.31. Thus, using rate of return of 15.02%, the Authority has assessed Rs.4,392 million as return 
on rate base as per the following calculations: 
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35.32. For the purpose of bifurcation of RoRB in terms of Distribution and Supply Functions, the 
same criteria as adopted by the Petitioner itself to bifurcate RoRB in Distribution and Supply 
functions has been adopted. Based on the said criteria, the Petitioner is allowed Rs.3,514 
million as part of its RoRB for Distribution function for the FY 2019-20. 

35.33.The Authority during the tariff determination of the Petitioner for the FY 2015-16, noted 
that the Petitioner has insufficient cash balance as on 30th  June 2015 against its pending 
liability of receipt against deposit works and consumer security deposits, which indicated 
that the amount received against the aforementioned heads has been utilized somewhere 
else and the Petitioner failed to provide details in this regard. The Authority is of the view 
that the amount collected as security deposit cannot be utilized for any other reason and any 
profit earned thereon has to be distributed to the consumers. Also, the amount collected 
under the head of receipt against deposit works has to be spent for the purpose for which it 
has been collected. The utilization of the money collected against deposit works and security 
deposits other than the works for which it has been received is illegal and unlawful. In view 
thereof, the Petitioner in the tariff determination for the FY 2015-16, VY 2016-17 and FY 
2017-18 was directed to provide rational/justifIcation for improper utilization of the money 
because the consumers have to suffer unnecessary delay on this account. 

35.34.Similarly for the FY 2018-19, the Authority has again observed that the Petitioner had 
insufficient cash balance as on 30 June 2019, against its pending liability of receipt against 
deposit works and consumer security deposits, thus, indicating that the amount received 
against the aforementioned heads has been utilized somewhere else for which no details 
have been provided. Thus, it would be unfair and unjust with the consumers to suffer due 
to the unlawful act of the Petitioner. 

35.35.Accordingly, the Authority has decided, to include the amount of receipts against deposit 
works as a part of Deferred Credits for the assessment of RAB for FY 2018-19 and FY 2019-
20, after excluding therefrom the cash! bank balances and the amount of stores & Spares 
available with the Petitioner as on June 30, 2019. 

35.36.The Authority again directs the Petitioner to ensure that in future consumer's deposits are 
not utilized for any other purpose. The Petitioner is also directed to restrain from unlawful 
utilization of receipts against deposit works and security deposits, failing which, the 
proceedings under the relevant law may be initiated against the Petitioner. The Petitioner 
is also directed to give clear disclosures in its Financial Statements with respect to the 
consumer financed spares and stores, work in progress and cash & bank balance. 

35.37.Based on the discussion made in the preceding paragraphs, incorporating all the 
aforementioned increases, the Authority has assessed Rs.13,956 million and Rs.16,626 
million on account of Revenue Requirement i.e. salaries, wages and other benefits including 
post-retirement benefits, traveling, transportation, other expenses, repair & maintenance, 
Depreciation, RoRB and other income for the FY 2018-19 and FY 2019-20 respectively, as 
tabulated below; 
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Description Unit FY-19 FY-20 

(MkWhI Units Received 14,298 14,909 

Units Sold (MkWh] 9,730 11,729 

Units Lost (lsflWh] 4,568 3,180 

Units Lost [%] 22.43% 2 1.33% 

Pay & Allowances 7,908 8,525 
PosL Retirement Benefits 2,367 ' 2,603 
Repair & Maintainance 696 760 

Traveling allowance 164 180 
Vehicle maintenance 122 140 
Ot1r expernes 129 124 

O&M Cost [Mm. Ra.] 11,386 12,333 

Depriciation 2,584 2,799 
RORB 2,312 3,514 
O.Jncome (2,327) (2,020) 

Margin [Mm. Rs.J 13,956 16,626 

36. Financial charges on TFCs 

36.1. The Petitioner submitted that following loans were approved by Ministry of Finance, Govt 
of Pakistan through Power Holding Private Limited with sovereign guarantee of 
Government of Pakistan to ensure the un-interrupted power supply across the country. 

Rs. in billion 

Sr# Loan Amount PESCO Share 
1 136 22.462 

2 82 12.923 

3 15 2.364 

5 7.487 
2.09 6 25 

7 30 

36.2. The Petitioner submitted that TFC's carry interest of Kibor plus a spread of 1% to 3.5%, 
moreover interest charges of loan from ADB / ERRA are also included. The Authority is 
therefore requested to allow Financial Charges of Rs.3,500 million for F'Y 2018-19 & 
Rs..5,500 million FY 2019-20 respectively, as per details provided. PESCO has to pay 
principal amount along with interest chargeable on these loans to CPPA-G. 

36.3. It was also submitted that the Government of Pakistan has provided credit covers to the 
IPPs by issuing sovereign Guarantee to cover the non-payment of power purchase price by 
the DISCOs. The Government of Pakistan provides financial assistance to DISCO's by paying 
the liability of the DISCO's towards IPP's. The mode adopted by Government of Pakistan 
includes the direct equity injection to DISCO's equivalent to the amount paid to the IPP's 
or arranging the loans from commercial banks swapping the DISCO's liability toward IPP's. 
The liability toward IPPs is subject to financial charge ranging from 3 to 6 months KIBOR 
plus 2% to 4.5%. 

36.4. The Ministry of Finance has paid financial charges of Rs.9,347.649 million up till June 30, 
2018 on loan of Rs.7.4 Billion, Rs.25 Billion and Rs.30 Billion. As per decision of the Ministry 
of Finance, since this amount has been paid on behalf of the DISCO's, therefore each DISCO 
is required to acknowledge the expense incurred and book the same as the equity. The share 
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of PESCO has been allocated at Rs.2,094 million. 

36.5. The equity injection of Rs.2,094 million has been approved by the BoD PESCO in its 135th 
meeting held on 01-08-2019 and PESCO was advised to approach NEPRA for inclusion of 
the said markup payments in its revenue requirement with reference to GOP (Finance 
Division) Directions communicated vide CPPA-G letter No. 10180-89 dated 08-05-2019. 

36.6. The Authority has already adjudicated on the issue in detail and with reasonable clarity in 
the tariff determination of the Petitioner for the FY 2015-16, and in the subsequent tariff 
determinations. The Petitioner has failed to provide any new evidence or reason to 
substantiate its aforementioned claim, which could formulate the basis for the Authority to 
reconsider its earlier decision in this regard; therefore, the request of the Petitioner is 
declined. 

37. TURNOVER TAX AND PENDING CPPA OVERHEAD:  

37.1. The Petitioner has claimed Provisional Turn over Tax for FY 2018-19 of Rs. 1,424 million 
and for FY 2019-20 projected at Rs.1 ,500 million. The Petitioner submitted that the 
Authority in its determination dated 12th  July 2018 under the para 16.4 w.r.t turn over tax 
mentioned it is a pass through item and shall be allowed once it is actually paid by the 
Petitioner (PESCO). 

37.2. Accordingly, the Petitioner submitted that it has already paid the turn over tax amounting 
to Rs.840 Million and Rs.1,183 Million for FY 2016-17 & FY 2017-18 respectively as per 
detail given below; 

37.3. The Authority noted that the Petitioner has claimed Turn over tax amounting to Rs.2,023 
million and CPPA-G overheads of Rs.99.3 million, which were principally allowed to the 
Petitioner in the Review Motion Decision of its tariff determinations for the FY 2016-17 
and FY 2017-18, but were not included in its Revenue Requirement for the said period. The 
Authority's decision is reproduced hereunder; 

"Regarding Turn over tax and CPPA-G overheads, the Petitioner has brought credible 
evidence on record. However, the Petitioner itself agreed during the hearing to allow these 
costs in in its subsequent revenue requirements considering the fact that consumer-end 
tariffnotification process is in its advanced stages. The Authority accepts the proposal of the 
Petitioner to consider these costs in the next revenue requirement of the Petitioner i.e. Fl" 
2018-19." 

37.4. Although, the Authority agreed to consider these costs in the next revenue requirement of 
the Petitioner i.e. FY 2018-19, however, as per the information provided by PESCO, the cost 
of CPPA-G overheads include PEPCO Fees of Rs.99 million pertaining to the FY 2016-17 
and FY 2017-18. As explained above under "Other Expenses", the Authority has decided not 
to consider the PEPCO Management fees, therefore, after exclusion of PEPCO fees, the 
remaining amount i.e. Rs.2,023 million on account of Turn over Tax and 0.3 million for Tax 
Advisory Services are being allowed as part of PYA, included in the Supply tariff 
determination of PESCO for the FY 2018-19 and FY 2019-20. 

37.5. Regarding other issues raised by the Petitioner in its instant Petition i.e. Tariff for AJK, 
Supplemental charges and Industrial Support package, the Authority observed that the 
Petitioner failed to present any new information, evidence / rationale to substantiate its 
aforementioned requests, which could form any basis for the Authority to reconsider its 
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earlier decision in this regard; therefore, the request of the Petitioner to reconsider 
Supplemental charges, Tariff for AJK, and Industrial Support package is declined. The 
Authority has already discussed these issues in detail and with reasonable clarity in the 
Petitioner's determination dated July 12, 2018 i.e. Tariff for AJK under para 14.1 & 14.2, 
Supplemental charges under para 16.5 and Industrial Support Package under 22.1 to 24.1. 

38. Whether the existing Tariff Terms and Conditions needs to be modified to incorporate 
concerns raised by various consumers? 

38.1. A lot of complaints have been received through Pakistan Citizen Portal, as well as in the 
Consumer Affairs Department of NEPRA, from XWDISCOs and other stakeholders, 
regarding clarification of Terms & Conditions with regard to applicability of tariff for 
different consumer categories, like Hostels (Commercial), Foreign Embassies, Water pumps 
& tube-wells, Fish farms etc. 

38.2. In order to address these concerns, the Authority framed an issue for discussion during the 
hearing of DISCOs and for providing written comments in this regard. The Petitioner during 
the hearing requested for clarification regarding tariff to be charged to Cold storage, private 
hostels and fish farms! hatcheries. 

38.3. Further, the Ministry of Energy (MOE) vide letter dated May 20, 2020, forwarded request 
from the Government of Punjab for revision in Tariff Category for Water and Sanitation 
Agencies (WASA) in Punjab from A-3 General Service Category to D-1(b) SCARP (Salinity 
Control & Reclamation Program). 

38.4. The Authority considers that SCARP is not the relevant Tariff category for Water Schemes 
as SCARF is applicable to all Reclamation and Drainage Operation pumping under SCARP 
related installation. Moreover, the purpose of creation of A-3 category was to reduce the 
undue benefit of Off-Peak rates for such consumers who although have TOU meters but 
only operate during day hours. In view thereof, the Authority has decided to maintain its 
earlier decision of inclusion of water schemes under A-3 category. 

38.5. The Authority has also decided the other concerns of the DISCOs and other stakeholders by 
amending the terms & conditions of the tariff, if deemed correct, and the same are attached 
with the Supply Tariff determination of the Petitioner. 

39. Whether the distribution margin should be recovered on Rs./kW or Rs./kWli basis? 

39.1. For allocation of distribution network Costs, different approaches are being used worldwide, 
however, there is no universally accepted methodology for allocating grid costs, and a 
variety of criteria have been adopted for this end, The most prominent classification is the 
distinction between capacity tariffs and volumetric tariffs or Hybrid Models, combining 
both Capacity and Volumetric tariffs. Capacity tariffs depend on the peak load as grid costs 
are mainly capacity driven, therefore, consumers with high peak loads pay the highest 
network costs, as the line or feeder is dimensioned to cope with the maximum power in kW 
or MW it is expected to carry at a certain point in time, not by the volume (kWh or MWh), 
it is expected to transmit over a certain time period. On the other hand, volumetric tariffs 
are charged for each kWh of electricity consumed from the grid and are easier to implement 
with conventional meters. Volumetric tariffs can be; 

/ proportionate: consumers pay per kWh, independent of volume level; 

/ progressive: the tariff per kl,A/h increases with an increasing consumption level; 
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v' regressive: the tariff per kWh decreases with an increasing consumption level; and, 

v' time-of-use: different tariffs in line with the available grid capacity (peak/off-peak). 

39.2. The idea behind following any specific methodology for the cost recovery is that the DISCO, 
responsible for maintaining, developing and operating the distribution network, must be 
able to recuperate its prudently incurred costs. It must be reminded that DISCO is a natural 
monopoly, meaning that it is cheaper to have one company building and operating the 
distribution network rather to have multiple companies, duplicating the necessary lines and 
competing for consumers to connect to their network. 

39.3. In view thereof, the Authority for the sake of simplicity, ease of understanding, and the fact 
that the majority of the meters installed at consumer end level do not have the capability to 
record the peak load of consumers and also keeping in view the request of the Petitioner to 
allow a RsjkWh rate, has decided to adopt the Rs./k'Wh approach for recovery of the 
allowed revenue requirement of the Petitioner from its consumers. 

39.4. Here it is also pertinent to mention that the Petitioner is allowed a revenue cap target, 
whereby, it is hedged against any volume risk, as they make allowed revenues independent 
of the number of users served and energy delivered. Thus, in case on any Over! under 
recovery of the allowed revenues based on the allowed benchmarks of T&D losses and 
recovery, would be adjusted in the subsequent tariff settings of the Petitioners. 

40. Whether the ToU meters installed on Residential and General Service connections have the 
capability to record MD1? Whether there should any Fixed Charges on residen .: and General 

40.1. The Petitioner during the hearing submitted that although the TOU meters have the 
capability to record MDI, however, the billing software records Kwh only. 

40.2. The Authority observed that currently no fixed charges are being levied on Domestic 
consumers and General Service Category, i.e. such consumers only pay variable charge @ 
Rs./kWh, based on the amount of actual energy consumed during the month. 

40.3. Considering the increase in capacity charges coupled with demand exiting the system due 
to net metering etc., the Authority is cognizant that there is a need to levy certain fixed 
charges for those domestic and general services consumers who have installed net metering 
facility, however, as the issue requires further deliberation, therefore, the Authority has 
decided not to levy any fixed charges for such consumers. 

41. Whether the existing minimum monthly charges even, if no energy is consumed needs to be 
revised to assist in the recovery of fixed cost of the Petitiuner? 

41.1. 'l'he Authority noted that as per the current tariff structure, certain consumer categories like 
Commercial, Industrial, Bulk and Agriculture are levied fixed charges, which are based on 
their actual MDI for the month. The Authority considers that the capacity charges of 
generation companies which are fixed in nature as they have to be paid based on the plant 
availability, are charged to DISCOs based on their actual MDIs. However, the present 
consumer end tariff design is of volumetric nature whereby major portion of the Power 
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Purchase Price (PPP) is charged / recovered from the consumers on units consumed basis 
i.e. per kWh and oniy a small amount of the total PPP is recovered on MDIs basis. The 
Authority considering the increased quantum of capacity charges, and the present 
volumetric nature of tariff, has decided to increase the rate of fixed charges currently 
applicable to certain categories, by around 10% i.e. from Rs.360/kW/M, 380/kW/M and 
400/kW/M to Rs.400/kW/M, 420/kW1M, and 440/kW/M respectively. However, at the same 
time, the Authority, not to overburden such consumers who are levied fixed charges, has 
adjusted their variable rate, to minimize the impact of increase in fixed charges. 

42. Wheeling Issue  

42.1. The Authority approved National Electric Power Regulatory Authority (V/heeling of 
Electric Power) Regulations, 2016 (the Regulations) vide SRO dated June 13, 2016, in order 
to facilitate wheeling of power in the country. However, different stakeholders voiced their 
concerns on the Regulations in terms of treatment of T&D losses during wheeling, 
imposition of Cross subsidies, treatment of Stranded costs if any, applicability of Use of 
System charges of NTDC, Hybrid BPCs, and Banked Energy etc. 

42.2. The Authority accordingly made two additional issues of Cross Subsidy charge and Stranded 
cost under the instant petition, for which advertisement was published in the leading 
newspapers on September 9th,  2020 and hearing in this regard was held on 17' September, 
2020. Here it is also pertinent to mention that to get an international view on these issues, 
the Authority has also engaged an international consultant through USAID. 

42.3. The Authority considering the impact of the above issues on the power sector, considers 
that the matter requires further deliberations, and has therefore decided to issue a separate 
additional decision on the aforementioned proceedings. 

42.4. Thus, the Use of System Charge (UoSC) determined by the Authority in the instant decision, 
as mentioned under the Order part, may be revised accordingly, if required in light of the 
decision of the Authority on the wheeling issues, which will be issued separately. 

43. Qrder 

43.1. In view of the discussion made in preceding paragraphs and accounting for the adjustments 
discussed above, the revenue requirement of the Petitioner, for the FY 2018-19 and FY 
2019-20, to the extent of its distribution function is summarized as under; 
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[Mk\Vhl 
[rv&Wh] 

(MWhl 

Dr s.ript ion FY-19 FY-20 

Units Received 
Units Sold 
Units Lost 
Units Lost 

14,909 

11,565 

3,344 

22.43% 

14,909 

11,729 

3,180 

21.33% 

Pay & A1bwanes 
Post Retirement Benefits 

7,908 
r 

2,367 

8,525 

' 2,603 

Repair & Maintainance 696 760 

Traveling allowaixe 164 180 
Vehicle nBintenaxe 122 140 
Otlr expeies 129 124 

O&M Cost 1Mm. R..) 11,386 - 12,333 

Depriciation 2,584 2,799 
RORII 2,312 3,514 
O.lncome (2,327 (2,020) 

Margin (Mlii. Ra.j 13,956 16,626 

Revenue Requirement [Mm. Rs.[ 13,956 16,626 

Average Tariff (Ra./kWh) 1.207 1.417 

43.2. Peshawar Electric Supply Company Limited (PESCO), being a distribution licensee, is 
allowed to charge its consumers, the following "Use of system charge" (UOSC) for the FY 
2018- 19; 

Description 
For 132kv For 11kV For both 132 

Only Only & 11kv 

Asset Alocation 25% 44% 69% 

Level of Losses 3.00% 14.29% 16.86% 

UoSC Rs./kWh 0.28 0.62 0.95 

43.3. Peshawar Electric Supply Company Limited (PESCO), being a distribution licensee, is 
allowed to charge its consumers, the following "Use of system charge" (UOSC) for the F'Y 
2019-20; 

Description 
For132kV For 11kV Forboth132& 

Only Only 11kV 

Asset Alocation 25% 44% 69% 

Level of Losses 3.00% 14.31% 16.88% 

UoSC Rs./kWh 0.32 0.71 1.09 

43.4. Use of System Charge (UoSC), as mentioned above, may be revised accordingly, if required 
in light of the decision of the Authority on the wheeling issues, which will be issued 
separately. 

43.5. Responsible to provide distribution service within its service territory on a non-
discriminatory basis to all the consumers who meet the eligibility criteria laid down by the 
Authority, 

43.6. To make its system available for operation by any other licensee, consistent with applicable 
instructions established by the system operator. 
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43.7. To follow the performance standards laid down by the Authority for distribution and 
transmission of electric power, including safety, health and environmental protection 
instructions issued by the Authority or any Governmental agency [or Provincial 
Government; 

43.8. To develop, maintain and publicly make available, with the prior approval of the Authority, 
an investment program for satisfying its service obligations and acquiring and selling its 
assets 

43.9. To disconnect the provision of electric power to a consumer for default in payment of power 
charges or to a consumer who is involved in theft of electric power on the request of 
Licensee. 

43.10.The Petitioner shall comply with, all the existing or future applicable Rules, Regulations, 
orders of the Authority and other applicable documents as issued from time to time. 

44. SyLP 
44.1. A summary of all directions passed in this determination by the Authority are reproduced 

hereunder. The Authority hereby directs the Petitioner to; 

i. File Multi Year Tariff Petition for a tariff control period of five year to avoid any delay 
in tariff determinations. 

ii. Segment reporting with clear break-up of costs in financial statements for the 
Distribution and Supply Functions in light of the amended NEPRA Act for the FY 
2020-21 & onward. 

iii. to immediately provide electricity connections to all the pending applications without 
further delay and submit a progress report in this regard by the end of each quarter. 

iv. to immediately stop the existing practice of deducting 20% of SAP funds for grid 
augmentation and carry out the augmentation of the grid after coordinating with the 
Ministry of Energy and report be shared with the Authority by December 31, 2020. 

v. Address problems of visibility of snapshots appearing on bills and to keep the record 
of snapshots till one year and report be shared with the Authority by 31.03.2021. 

vi. Transfer already collected provision on account of Post-Retirement benefits into the 
Fund & also provide break-up of said postretirement benefits indicating the provision 
amount pertaining to the prior period and the current portion by June 30, 2021. 

vii. to ensure that consumer's deposits are not utilized for any other purpose and the same 
is reflected in the Audited accounts for the FY 2020-2 1 & onward. 

viii. to restrain from unlawful utilization of receipts against deposit works and security 
deposits immediately, and the same is reflected in the Audited accounts for the FY 
2020-21 & onward. 

ix. to give clear disclosures in its Financial Statements with respect to the consumer 
financed spares and stores, work in progress and cash & bank balance for the FY 2020-
21 & onward. 

x. Provide the required details of late payment charges recovered from the consumers 
and invoices raised by CPPA (G) under the head of mark-up on delayed payments for 
the period from FY 2015-16 to FY 2019-20, in its next tariff petition. 

xi. Maintain proper record of its assets by way of tagging each asset for its proper tracking. 
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xii. Provide details of PEPCO Management Fees, if any, claimed previously so that same 
could be adjusted in the subsequent tariff determinations. 

xiii. Provide year wise detail of wheeling charges charged to TESCO and the amount 
actually received from TESCO in this regard. 

xiv. Provide project wise detailed report for the investment carried Out along-with their 
cost/benefit analysis and technical/financial savings achieved. 

xv. Prepare such schemes to cater for future demand and for removal of system 
overloading/constraints. A detailed report shall be submitted as part of 5-years IGTDP 
for approval of the Authority before filing of next tariff petition. 

xvi. Target high loss feeders to bring the overall losses down and submit a detailed plan for 
bringing down its technical losses to lower levels in the coming years 

xvii. Carry out detailed analysis about the hard and soft areas relative to claims in earlier 
studies. 

xviii. Take remedial measures for achievement of performance standards as laid down in 
NEPRA Performance Standards (Distribution) Rules, 2005. 

45. The determination of the Authority is hereby intimated to the Federal Government for 
notification in the official gazette in terms of section 31(7) of the Regulation of Generation, 
Transmission and Distribution of Electric Power Act, 1997. 

Saif Ullah Chattha 
Vice Chairman 1/ 
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