National Electric Power Regulatory Authority
Islamic Republic of Pakistan
NEPRA Tower, Attaturk Avenue (East), G-5/1, lslamabad
Ph: +92-51-92Q65OQ Fax: +92-51-2600026
Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk -

No. NEPRA/RJADG(Trfj/TRF-500/TESCO-20 19/44129-44131
December 8, 2020
Subject: Determination of the Authority in the matter of Petition filed by Tribal
Areas Electricity Supply Company Ltd. (TESCO) for the Determination of
its Supply of Power Tariff for the FY 2018-19 [Case .# NEPRA/TRF500/TESCO-2019T
Dear Sir,
Please find enclosed herewith subject Determination of the Authority along With
Annex-I,I-A, II, III, IV& V (47 Pages) in Case No. NEPRA/TRF-500/TESCO-2019.
2.
The Determination is being intimated to the Federal Government for the purpose of
notification in the offiia1 gazette pursuant to Section 31(7) of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997.
3.
The Determination of the Authority along with Annex-I, I-A, II, III,
be notified in the official Gazette.

I\J

& V is to

Enclosure: As above

(Muhammad Ramzan)
Secretary
• Ministry of Energy (Power Division)
'A' Block, Pak Secretariat
Islamabad
CC:
1. Secretary, Cabinet Division, Cabinet Secretariat, Islamabad.
2. Secretary, Ministry of Finance, 'Q' Block, Pak Secretariat, Islamabad.
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The summation of the capdcitywt in respect of all CpGencos for a billing period
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The ameadmexits in the Regulation of Geieratión, Transmission and Distribution of Electric
Power Act, 1997 was passed by the National Assembly on 15th 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 ofa1e of efectric.power traditionally being performed by
the Distribution Licehsees 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 stipply of electric power. Section 3E(l), 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 supply of electnc 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 hcense 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.. In view thereof, Tribal Areas Electricity Supply Company Limited (TESCO), hereinafter
called the Petitioner' bemg a Distribution as well as deemed Supplier filed separate tariff
petitions for the determination of its Distribution arid Supply of Electric Power Tariff for
the FY 2018-19 in terms of Rule 3 (1) of Tariff Standards & Procedure Rules-1998
(herein after referred as "Rules').
.. . .
.
1.5. The Petitioner, inter alia, has requested total amount of Rs.22,299 milliori i.e. Rs.13.91/kWh
as its supply tariff for the FY 2018-19 as detailed below; .
Description

Rs. Mhn
FY 2018-. 19

Power Purchase Price
18,854
O&M Cost (excluding WheelingCharges)
2,250
ProvisionforBad Debts
.
1,187
.
Depreciation
.
. .
4
RoRB
.
. .
. .
.
3
Ot1r Income .
.Net Margin
3,444
Financial Charges
.
1
Total
.
.
22,299
Total Units Sale
. 1,603
Average Tariff Rate
13.91
Proceedings
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 December 02,2019. Since the
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impact of any such adjustments has to be mack part of the consumer end tn
the Authonty in order to provide an opportumty of heanrig -to all the conceried
the ends of natural justice decided to conduct a hearing in the matter
22

Hearing in the matter was scheduled on February 03 2020, fr which npuce ofdmision /
heanng along-with the title and brief description of the petition was published in
newspapers on February 13 2020 and also uploaded on NEPRA website Individual notices
were also issued to stakeholders/ interested parties

3.

Issues of Hearing

31

For the purpose of heanng and baced on the pleadings followrng issues were framed to be
considered during the hearing and for presenting written as well as oral evidence and
arguments;
i Whether the Petitioner has complied with the direction of the Authority in their
earlier determination?
ii Whether the projected power purchases / Sales (GWh) and projected power purchase
cost is reasonable7
iii Whether the requested O&M Expenses (including \Vheeling Charges), Provision for
Bad Debt & ml other Income 's )ustified
iv. Whethr the requeted Depreciation and RoRB are justified?
v. Whether the requested Financial Charges are justified? Especially when the
Petitioner is requesting RoRB?
vi. Whether the Petitioner's request for allowance of working capital is justified?
vii. Whether the basis used by the Petitioner for bifurcation of its costs into supply and
distribution segments?
viii. As provided in NEPRA Amendment Act, 2018, TESCO as Distribution Licensee shall
be deemed to hold Supply License also for a period of 5-years. In this regard, TESCO
is required to explain its organizational restructuring in respect of segregation of
responsibilities for Distribution Business and Sale Business?
ix. 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, TESCO is required to state the mode and manner
being developed arid followed for appropriate coordination between Distribution
Licensee and Supply Licensee?
x. Whether the existing Tariff Terms and Conditions needs to be modified to
incorporate concerns raised by various consumers?
xi. Whether the ToU meters installed for the Residential and General Service consumers
can record the MDJ? Whether the existing fixed charges applicable to different
consumer categories are sufficient and whether there shall be any fixed chargesfor
the Residential consumers and General Services categories?
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Whether.the.existing minimum/fixed monthly charges even if no energy is consumed
needs to be revised to assist in the recovery of fixed cost of the Petitioner2
Whether the Pethioner is to be treated as a Supplier of the last resort and whether
the tariff of the Petitioner or the National uniform tariff is to be treated as last resort
tari.'
. ..
xiV. What are the reasons for delay in provision of new connections?
'xv.. "W'hether 'the concerns raised commentator if any are justified?
xvi Any other issue that may come up dunng or after the hearing7
Filmg Of Objections! Comments
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;
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. cdnnections .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, duri.ng 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. The Authority
also noted that, an issue regarding delay in installation of pending connections was also
framed for discussion during the hearing. However, the Petitioner did not submit any details
with respect to thepending connections as of June 2019. The Authority while analyzing the
DISCOs performance statistics report published by PEPCO noted that total applications
pending fdr new connections in respect of the Petitioner were 1,021, which include 139
domestic, 758 commercial, 102 Agriculture, 20 industrial and 2 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 alongwith 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 earlier Tariff determination
5.1. The Authority gave certain directions to the Petitioner in its tariff determination for the FY
2017-18, which have already been deliberated in detail in the distribution tariff
O ER
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determination of the Petitionerfor the FY 2918-19, ihérefoe1 xediit-to bediscussedagin
in the instant determination. The Authority furtherunderstands that periodic mornto'ring
of the directions given by the Authority is absolutely necessary iii 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 duringihe tariff proceedings.
Further, the directions given by the Authority in the distribution tariff determination ofthe
Petitioner for the FY 2018-19, have been reproduced in the instant decision for compliance
by the Petitioner.
6

Whether the bas3s used by the Petitioner for bifurcation of its costs Into supply and
distnbution segments are reasonab1 7

7

As provided in NEPRA Amendment Act 2018 TESCO as Distribution Licensee shall be
deemed to hold Supply License also for a period of 5-years In this regard TESCO is required
to explain its organizational restructuring in respect f segregation of responsibthties for
Distribution Business and Sale Business?

8

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

8.1. As explained in earlier paragraphs, the ftinction 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'.
8.2. In light ofthe aforementioned provisions of the Act, the Petitioner was required to bifurcate
its costs irs terms, of Distribution and Supply Function and provide basis thereof.
8.3, The Petitioner during the hearing submitted following basis for bifurcation of cost to
Distribution and Supply function;
SU1PLY OF POWER
Superintething Engineer (Operation)
Deputy Commercial Manager
Revenue Offieers
Meter Reading Supervisors, Meter
Readers arid Bill Distributors.
Ti above are allocated 100% expenses
to Supply of Power.
Salaries and other expenses of head
quarter expenses are allocated on the
basss of services provided.
80% expenses of computer center

•

DISTRIBUTION OF POWER
Chief Engineer IPMU)
Director (P&E), Director (CM&O)
5 Operation Divisions, 23 Subdivisions
XEN (GSc), XEN (Consttion),
XEN (SS&TL), XEN (M&T)
The above are allocated 100% expenses to
Distribution of Power.
Salaries and other expenses of head quarter
expenses are allocated on the basis of services
provided
20% expenses of computer center

Both businesses are bifurcated on the basis of functions, job descriptions and activities resulting in cost &
revenue to TESCO and number of employees are considered as cost driver.
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8:5. . Regarding coordination between two business i.e. Distribution and Supply functions, the
Petitioner submitted the following,
i

Chief Engineer (PMU) is responsible for all activities of Distribution of Power business

ii

. Superintending Engineer (Operation) is responsible for all activities of Supply of
Power business..

iii. . Deputy Commercial Manager (DCM) (staff officer of SE-Operation) is responsible for
metering, billing and collection.

•

iv

Executive Engineers, of Operation. Divisions are responsible for operation and
maintenance of the feeders, distribution transformers and LT lines, sub services to
consumers. They 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 70% to 30% respectively.

v.

Revenue Officers are responsible for metering, billing and collection. They will report
toDCM

vi. 'Procurement of energy meters & other distribution system equipment will be done
centrally thro.ugh Manager (Material Management) on request of Executive Engineers
'and issue the same to field offices on their request.
vii.

All the financiaLtransactions between two businesses will be adjusted through inter
office transaction advices.

viii.

Every Revenue Office & Executive Engineer Office will be declared as accounting unit
and a Divisional Accounts Officer will be posted therein.

ix.

Divisional Accounts Officer
transactions.

will

be responsible to keep the record of all financial

.-

8.6. 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
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and develop, maintain and publicly make available, with the prior approval of the Authority,
an investment program, meaning thereby, that installationJinvestment, 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
87

The Authority observed that the tet1tioner has bifurcated its costs keeping in view the
functions as provided in the Act 1 e all non-sale elements of the distribution segment (i
installation/in vestment, opera don, 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.

88. The Petitioner has also shared its organizational restructuring program in repect 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 Operation Officer shall be responsible for distribution activities. Similarly,, the
Petitioner has also shared the manner being developed and followed fo apprOpriate
coordination between Distribution Licensee and Supply Licensee.
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 tb 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 fl order tO have a uniformity
and consistency in the structure.
9

Whether the projected power purchases / Sales (cWh) and projected power purchase cost is
reasonable?

9.1. The Petitioner in its petition has assumed sales of 1,603 GWII. The Petitioner regarding the
projection has stated that it has assumed an annual demand growth of 7.61% due to
completion of return of Internally Displaced Persons.
9.2. The Authority, observed that variations in the actual Power Purchase Price (PPP) for the
FY 2019-20 are already being allowed to the Petitioner through quarterly adjustment
mechanism, based on the reference PPP and the level of T&D losses that remained notified
during the FY 2019-20 vis a vis the actual PPP billed to the Petitioner by CPPA-G for the
FY 2019-20. The adjustment in this regard for the l quarter of FY 2019-20 i.e. jul-to Sep;
2019 has already been allowed to the Petitioner vide the Authority's decision dated
November 26, 2019, and the same has been notified by the Federal Government w.e.f.
December 01, 2019. Similarly variation in the PPP for the 2' and 3 quarters of FY 201920, have also been allowed by the Authority vide decision dated September 24, 2020. The
Petitioner would also file its quarterly adjustment request for the last quarter of FY20 19-20
i.e. Apr. to Jun. 2020, in accordance with the notified mechanism, which will be decided by
the Authority accordingly. Therefore, for the purpose of instant adjustment request, the PPP
of the Petitioner for the FY 2019-20, shall be the PPP that remained notified during the FY
2019-20, and on which the Petitioner is being allowed quarterly adjustments, thus any
reassessment of PPP for the FY 2019-20, is not required.
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Although, variations in the PPP of the• Petitioner are being actualized tlrotigh- quarterly.'
adjustment mechamsm however the existing PPP references against which the variations
are being allowed were determined by the Authority keeping in view the FY 2017-18 The
Authority understands that these references now require up-datiori/ revision as large
amount of new capacities e.g. Coal, Nuclear, REs, etc. have since been added in the system,.
and also to cater for the impact of PKR vs US$ devaluation change in fuel prtces and CPI
indexations This revision of PPP references would mimmize the impact of future monthly
fuel charges adjustments & quarterly variations and will provide a more predictable tariff to
the consumers.
94

Accordingly the Authority by adopting a forward looking approach has projected the
revised PPP references keeping in view the ground realities of the FY 2020-21 For the
purpose of determining the new PPP references, the Authority has carried out a detailed
exercise by first projecting the total amount of generation that would be required and then
estimating the station wise generation As per the analysis, an increase ofaround 2 8% has
been projected in the generation for the FY 2020-2 1,over the actual generation made during
the FY 2019-20.

9.5. Here it is pertinent to mention that for the FY 2018-19, the Authority projected a
Generation of around 131,435 GWh keeping in view the Power Market. Survey (PMS)
Report of NTDC, however, the actual generation, remained at 122,708 GWh i.e. 7% lower.
than the projected generation of 131,435 GWh. Similarly, during the first eight (08) months
ç!f FY 2019-20 i.e. from Jul. 2019 to Feb. 2020, before the impact of COVID-19, the actual
generation remained at 81,262 GWIh, around 2.08% higher than, the, actual generation
during the same period of FY 2018-19, however, still lower by 2.72% than the Authority's
projected generation for the same period i.e. 83,535 GWh.
9.6. From March onward till June 2020, with Covid-19 around, the actual generation posted a
negative growth of around 6%, as compared to the same period last year, resulting . in
decrease in overall generation in the FY 2019-20 by around 0.7% i.e. 121,868 GWh as
compared to 122,708 GWh during the FY 2018-19, thus neutralized the growth of 2.08%
witnessed in the first eight months of the FY 2019-20.
9.7. The Authority, however, going forward in the FY 2020-21, expects this trend to be reversed
and actual generation may post some growth, considering improvement in the Covid-1•9
situation and easing out of the lockdown. Accordingly, after taking into all these
assumptions, the Authority has estimated that the overall system generation will be around
125,264 GWh, and after adjusting for the NTDCs permissible transmission losses and sale
to IPPs, about 121,804 GWIh is expected to be delivered to the distribution companies; the
estimated share for the Petitioner from the pooi, is accordingly assessed as 1,943 GWh. After
incorporating the T&D losses target of 11.96% allowed for the FY 2018-19, the sales target
in the instant case works out as 1,711 GWhs.
9.8. As per the existing mechanism all the power generated from different sources is procured'
by the Central Power Purchasing Agency (CPPA-G) on behalf of DISCOs at the rates as per
their Power Purchase Agreements (PPAs) and as per the Authority's determination. The
overall power purchase cost constitutes a pool price which is transferred to the DISCOs
according to a mechanism prescribed by the Authority and notified by the Federal
Government. Accordingly, the Power Purchase Price has been projected, which in turn
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formulates the reference values for the monthly fuel adjustments & quarterly! biannual PPP
adjustment with respect to T&D losses, Capacity and Transmission Charges Here it is
pertinent to mention that while making the qarterly/ biannual adjustments of the PPP, the
Authority may rationalize the SoT accordingly.
99

From the available sources i e Hydel Gas, RLNG RFO Nuclear Coal Solar Wind, Bagasse
and Imports the estimated/projected generation and Cost of electricity is given in the
following table:
Source
Hyde!
REQ
Coal
Gas
RLNG
Bagaase
Wind
Solar
Nuclear
Import
SPPs

.

Generation
MkWh
35,263
5,330
25,524
17,356
27,828
617
3,042
710
8,914
506
175

Total

Share
25,15%
4.25%

20.38%
1386%
22.22%
0.49%
2.43%
0.57%
7.12%

°°l
0.14%!

EPP
C??
EPP+CPP
Re. Mlii Rs. Mm
Re.
4,266
148,465
152,731
75,327
84,825
160,151
207,492
197,319
404,811
146,06i
54,834
200,895
258,964
174,773
433,736
4.306
3,500
7,805
58,904
58,904
10,390
, 10,390
8982
90,414
99,396
5,856
. 5.856
1,i54
1,154

125,264

100.00% 712,407

(178)

(3.563)

823,422

NTDC & CPPA-G Cost
Sale to IPPs
NTDC Losses
PPP Adjusted with
NTDC Loss

Share
9.94%
10.43%
26.36%
i3.O8%
28.24%
0.51%

3.84%
0.68%
6.47%
0.38%
0.08%

1,535,829 100.00%

PP. .CPP . EPP+CPP.
i'kWh Rs./kWh -.Rrjkwh
0.12
4.21 •. ..433
14.13
I5.92
30.05
8137.73
i5.86
8.42 . . .3.16.
1157
9,31
6.28
1559
6.98
5.67 . . 12.65
19.36
.19.36
14.64
14.64
1.01
10.14
3115
11.57
. . 11.57
6.59
.
•,59

.5.69

6.57

44,702

12.26
.p.37.

(3,563)

(3,282)
121,804

708,844

823,422

1,576,968

582

6.76

12.95

FPP is the Entry Purchase Price i. i.. Fuel & variable Oh?,!
C?? is the Capacity Pu, chase price

9.10. Here it is pertinent to mention that the aforementioned energy charge includes variable
O&M charges. however, variable O&M charges are not made part of monthly fuel charges
adjustment and are adjusted as part of quarterly / biannual adjustments. As per the above
table, around 28.15% of total generation is expected from Hydel sources. RLNG would
contribute around 22.22% of total generation, with around 28.24% share in the Overall
energy cost. Generation form indigenpus gas is expected to be around 14% with a cost share
f around 13%. Generation from Coal, both local as well as' imported, is expected to be
around 20.38%, with a share of around 26 % in the overall energy cost. Renewables and
Nuclear sources are expected to contribute around 3.5% and 7.12% in the total generation
with a cost share of around 5% and 6.5% respectively. Here it is pertinent to mention that
with increased generation from RLNG/ Gas, Coal and Nuclear, the share of RFO in total
generation and consequently in the overall cost has been limited to only around 4% and
10.4% respectively. Meaning thereby that variation in generation mix and prices of RLNG/
Gas & Coal would have greater impact on the generation Cost, thus, ultimately affecting the
consumerend tariff.
9.11. Regarding projection of fuel prices, the Authority noted that as per the RLNG price
notification issued by OGRA, RING prices in Pakistan are beichmarked with Brent Crude
Oil Prices. In addition to this price, Port charges, PSO import related actual costs, PSO/ PLL
Margin and Terminal Charges etc. are added to the price. The said prices are also adjusted
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with the Jransnas,sion Lossesand other misc rAecus csta. Thus, the RLNG prices in
Pakistan aie nt qnly affecteçl by he iertIairnil niket being linked with prices of crude
oil but also by the exchange rate parity.
9.12. Therefore, to have a fair projection of RLNG rIces, the Authority ccrnsidered the projections
of Brent Crude oil price.s projected by various relib1e ourcs i.e. Short Term Energy
Outlook published by US Energy Information Administration,. World Bank Commodities
Price Forecast report, IMF-World Economic Outlook Database and various analyst firm
forecasts for the FY 2020-21.
9 13 Accordingly the Authority keeping in view the prevailing prices of RLNG projections of
crude oil prices and impact 3f rupee devaluation has projected RLNG prices as
RsJ,234/mmbtul
9 14 For indigenous gas, the Authority considenng the existing price is Rs 924/mmbtu inclusive
of GIDC has projected the same as Rs 1 ,000/mmbtu
9 15 Regarding price of imported coal, the Authority has analyzed the projections made by Argus
consulting, and commodity prices forecasts of World Bank Based on these reports and
keeping in view the impact of devaluation of Pak Rupee the Authority has assessed coal
prices of Rs 554/mmbtu on delivered basis as reasonable
9 16 For projection of local coal prices for Thar coal the Authority has considered the coal price
•determination made by Thar Coal Energy Board (TCEB) for• Block-IL As per the TCEB
determination, reference tariff determined for the 2 year includes variable cost of US$
17.37 ffon and fixed cost of US$ 50.84/Ton. The total reference cost determined by TCEB
•has been indexed with US CPI and US$ /PKR exchange rate to work out the projected coal
price for the FY 2020-21, which works out at around Rs.1,228/mmbtu. The same has been
considered while projecting the PPP references.
9.17. For projection of RFO prices, a comparison of actual RFOprices (ex-GS7 ex-OMC margin,
ex-Iniport incidental charges) for the period from March 2019 to February. 2020, before
Covid-19, has been compared with the actual Brent Crude Oil Prices for the same period.
As per the comparison, Actual prices of RFO on average remained slightly lower i.e.
S$0.09/gallon than actual Brent Crude Oil Prices.
.
9.18. Accordingly, for making future projections, the impact of negative US$0.09/gallon has been
added in the prices of Brent Crude Oil, projected by US Energy Information Administration
in its short term energy outlook report for the FY 2020-21, to project the RFO prices for the
FY 2020-21.. Afterwards, the same has been enhanced by8% import incidentals & Inland
Freight Equalization Margin, 3.5% of 0MG margin and by incorporating therein the impact.
of exchange rate devaluation, the average RFO price has been worked out as Rs.5 1:985/MT.
By adding therein an average freight of around Rs.2,500/MT, the average RFO prices works
out as Rs.54,485/MT. The same has been cons.idered while projecting the PPP references.
9.19. The generation cost is transferred to the DISCOs according to the Transfer Price Mechanism
(TPM) as prescribed by the Authority. Energy transfer charge shall be calculated on the basis
of units delivered after adjusting the transmission loss target allowed to NTDCL. NTDCL
shall, for the purpose of clarity intimate to all DISCOs the generation part of the Transfer
Charge during a billing period by deducting from the Transfer Charge the Transmission
Charge or Use of System Charges.
13 I P a
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Aoidintpthé abbve mechanism, Rs.8,961 million and Rs.476 million is the share of the
Petitioner on account of CpGenCap and USCF & Market Operator Fee respectively for the
FY 2020-2 1 The overall fixed chnges colr'prising of CpGenCap and USCF & Market
Operator Fee in the instant cas' works out as Rs 9,438 million, which translate into
Rs.3,034jkW/mônthbased on prdected average mditMy MDI of the Petitioner i.e.259 MW
or Rs 4 86/kWh on umts purchaaed basis of 1,943 GWh
921 The annual PPP of the Petitioner for the FY 2020-21 in the instant case works out as
Rs 20704 million With the projected purchise ef 1 943 GWIh for the same penod the
average PPP of the Petitioner turn Out to be as Rs 10 65/kWh (Annex-IV) whereas the
national average determined PPP works out as Rs 12 95/kWh after accounting for the
allowed level of NTDC losses arid sa1e to IPPs On the basis of allowed level of T&D losses
of 11 96% to th Petitioner for the Ft 2018-19 the adjusted PPP of the Petitioner is assessed
as Rs 12 10/kWh
Whether the requested O&M Expenses (including Wheeling Charges) Provision for Bad Debt
&nil other Income is jusfied?.
10 1 The Petitioner has requested a total cost of Rc 3 437 million, including provision for bad
debts.amounting to Rs.1,187 million for the FY 2018-19 as detailed below;
FY 2018-19
Saiary& benefits

Rs. in Mm
126

Post retirement benefits•

43

Traveling cost

7

Vehicle running expenses

7

Repair & maintenance

7

Other expenses
Provision for bad debts
Othercharges by PEPCO
\Vheeling charges by PESCO
Total O&M Costs

24
1,187
59
1,976
3,436

10.2. The .O&M costs includes .Emplovees cost (including Post-Retirement Benefit), Admin
Expenses, Repair and Maintenance expenses, Travelling Expenses, Transportation Expenses,
Management Fee and Miscellaneous expenses related to its distribution. The Petitioner in
terms of requested O&M has only submitted that based on inflation adjustments to the
Petitioner's operating expenses from the latest available data. The Petitioner also submitted
that revisions may be made to revenues within that period if actual inflation is different
from forecast and the profits or losses that arise from changes in efficiency or demand would,
however, are retained by the Petitioner for the duration of the revenue control period.
11. SalariesWages&OtherBenefits

-

11.1. The Petitioner has requested an amount of Rs. 169 million for the Fl 2018-19, for its Supply
Function under the head of Salaries, Wages & Other Benefits including Rs 43 million for
post-retirement benefits.
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Ti:Ptitibñer, submitted that 'actual Salaries '& Wages including employee's retirement
benefits for the if 2018-19 remained around Rs 799 million which is the major component
of O&M expenses Since TESCO 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 it had to Marntain the GOP pay scales and the
terms of employment for the employees which were prevalent in WAPDA The GOP in its
Annual Budget for FY 2017- 18 has increased the Pay and Pension of Government employees
© lO% similarly 5% increase from December 2018 as an annual increment No further
details as to how the requested number has been projected has been provided by the
Petitioner
11.3. Gonsidering.the fact.that the period i.e. FY 2018-19, for which the cost is being assessed, has
already lapsed, therefore, the Authority has decided to consider the actual cost 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 the increases in salaries & wages
announced bythe Federal Government through Budget
11 4 The Authority observed that as per the Imtialed accounts of FY 2018-19, submitted by the
Petitioner, the total actual expenditure under Salaries Wages and other benefits (excluding
postrerire.ment'
benefits) is around Rs.682 million for both its distribution and supply
•'
functions, which is hereby allowed. The initialed accounts 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. Acàordingly, the cost of Salaries, Wages and other benefits (exduding
postretirelnent benefits) for the FY 2018-19 pertaining to the Supply function works out as
Rs.121 million.
12.

Post-Retirement Benefits.

12.1. The Authority considering the overaliliquidity position in the power sector and in order to
•. ensure that 'the Petitioner fulfilè its legal liability with respect to the post-retirement
benefits, directed the Petitioner to create a separate flind in this regard before 3O June 2015.
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 s'eparate 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.
12.2. The Petitioner in its instant Supply of Power Tariff Petition has not provided any update in
the matter, however, has requested' an amount of Rs.43 million, under the head of postretirement benefits.
12.3. The. Authority,' understands that payment of postretiremerit benefits to the retired
employees is a compulsory obligation of the Petitioner and by not creating a separate post
retirement fund would not absolve the Petitioner from its responsibility in this regard.
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124. In view thereof', and.c.onsidering the fact that FY 2018-19has already lapsed, the Authority
decided to consider the actual payments made by the Petitioner on account of Postretirement benefits as per the Initialed accounts provided by the Petitioner. Although, as
per the initialed accounts the actudi payment on account of Post-Retirement benefit is
:Rs.286 million, -however, since the Petitioner itself has requested Rs.258 million, the
Authonty has decided to allow the equested amount to the Petitioner on account of Postretirement benefits Accordingly the Petitioner is allowed an amount of Rs 258 million for
the FY 2018-1.9 for the posiretirement benefits, including the impact of payments for the
Ex-WAPDA employees retired before 1998, for both its distribution and supply functions.
12 5 Since the Initialed accounts subritted by the Pe tioner do not provide any bifurcation of
the post retirement costin 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
ofRs.43 million, as Post retireñient benefits for the KY 2018-19 for Supply Function. The
Petitioner is again directed to create a separate post retirement fund.
13

Operation & Maintenance Costs

. 13.1. 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 expenses, in the form of
efficiency savings or losses. Thus, resultiiig 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 oflosses. The latter somewhat dilutes efficiency incentives, but also limits the
losses/gains for the utility and its customers.
13.2. The widely used approach is that no adjustments to allowed Revenues or OPEX allowances
are made hence providing an incentive to the utility to improve its operations. However,
considering the fact that FY 2018-19 already elapsed, the Authority considers it appropriate
to use Ex-Post facto approach while determining O&M costs of the Petitioner for the FY
2018-19.
14.

Repair & Maintenance Expenses

14.1. The Petitioner requested an amount of Rs.8 million on account of R&M cost its Supply
Function for the FY 2018-19. No further detail has been provided by the Petitioner in this
regard.
14.2. 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 initialed accounts provided by the Petitioner, its actual expenditure under repair
& maintenance is Rs.35 million for both its distribution and supply functions.
14.3. The Authority has also analyzed the same with the Petitioner's allowed vs actual R&M
expenditure for the FY 2017-18, which showed that the Petitioner's actual R&M cost for the
KY 2017-18 has reduced by around 34%, when compared with the amount allowed by the
Authority, as detailed hereunder;
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Rs

R&M
2017 18

Actual
Allowed

32
49
•.-3458%

14.4. One of the reasons for reduction in cost could be the drection of the Authority iiven to the
Petitioner in its tariff determinations for FY 2017-18, wherein the Petitioner was directed
to capitalize expenditures i.e. Replacement of Transformers/ Meters, instead of expensing
out the same. The Petitioner probably have started reporting its actual R&M Costs and to
capitalize costs relating to replacement of Transformers! Meters in line with the Authority's
directions.
14.5. The Authority believes that, adherence to the service standards and improvement . of
customer services is only possible through continuous repair and maintenance of the system,
therefore the Authority in view of the above discussion based on comparison with other
XWDISCOs, and the fact that actual cost incurred by the Petitioner for the FY 2018-19 i e
Rs 35 million, has been substantially lower than the costs allowed for the FY 2017-18, and
includes largely the impact of inflation over the actual costs of FY 2017-18 considers the
actual cost incurred for the FY 2018-19 as reasonable and hence the same is allowed to the
Petitioner for the FY 2018-19
14 6 The initialed accounts submitted by the Petitioner do not provide any bifurcation of the
repair & maintenance cost iii 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 beeri adopted. Based on the said criteria, the Petitioner.is allowed an amount
of Rs.8 million for repair & maintenance for the FY 2018-19 for its SupplyFunction.
14.7. The Authority observed that the Petitioner is being directed since F'Y 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 thefl 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 oiice 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 in the tariff determination
fortheFY2015-16.
.
15.

Travelling Expenses

15.1. The Petitioner requested in the Petition, an amount of Rs.2 1 millionon account of travelling
cost for the FY 2018-19 Le. (Rs.14 million for Distribution function and Rs.7 million for
Supply Function), no further detail has been provided by the Petitioner. The Petitioner also
submitted that Travelling expenses have been projected because Government of Pakistan
has enhanced the rates of daily allowances on official duty within the country. Here it is
pertinent to mention that the Petitioner was allowed an amount of Rs. 12 million for the FY
2017-18.
15.2. The Authority, considering the .fact that FY 2018-19 has already lapsed, decided to analyze
the adtual expenditure incurred by the Petitioner under the head "Travelling". As per the
initialed accounts of the Petitioner for the FY 2018-19, its actual expenditure under
travelling for the FY 2018-19 is Rs.21 million. Here it is pertinent to mention. that .the
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2O1-1S teinaiMd a R.12.36 million for both

15.. The Petitioner has not provided any justiticat.o±i fot this huge increase of around 70% in
the cost of travelling expense in FY 2018-19 as compared tø the FY 2017-18, therefore, the
Authority has decided to allow the inflationary increase over the actual expenditure of the
Petitioner for the FY 201849, resulting in total amount of Rs.14 miThonfoi the FY20119, which is h&reby allowed for both the Distribution and Supply Fuiictions.
1S.4 Te initiáléd. accounts submitted by the. Peti tietdo:npt:ptovidé aiy.bifiircaon of. the
Travelling Cost in terms of Distribution and Supply Functions therefore, for the purpose of
bifurcation of the cost in terms o Distiibuuon 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 cntena the Petitioner is allowed an amount of Rs 5
million as travelling costs for the FY 2018-19.for its Supp1 Function.
16.

Transportation Expenses

16.1. The Petitioner has requested an amount of Rs.17 million on account of Transportation
charges including vehicle repar'- costs, for the FY 2018-19 for both its distribution and
supply functions i e Rs 10 million for distribution function and Rs 7 million for Supply
Function based on inflation adji.stments to he Pe itioner s operating expenses from the
latest available data The Petitioner in support of its claim submitted that most of the
vehicles are old and has completed useful hfe of 10 years & need major overhauling
Financial position of TESCO does not allow us to replace them with new vehicles, thusleft
with no option but to maintain them and apart from that, TESCO systeinis spread all over
Tribal Area Here it is pertinent to mention that the Petitioner was allowed a total amount
of Rs 15 million for the FY 2017-iS for both the Distribution and Supply Functions
16.2. 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 initialed
accounts of the Petitioner for the FY 2018-19, its actual expenditure under Transportation
for the FY 2018-19 is around Rs.19 million.
.
16.3. 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 "Transportation". As per the initialed accounts of the Petitioner for the FY 2018-19, its actual expenditure under this
head for the FY 2018-19 remained around Rs.19 million for both its Distribution and Supply
Functions.
16.4. Although, as per the initialed accounts the actual expenses on account of transportation is
Rs.19 million, however, since the Petitioner itself has requested Rs,17 million for both the
Distribution and Supply Functions, the Authority has decided to allow the requested
amount to the Petitioner on account of Transportation expenses. Accordingly, the Petitioner
is allowed an amount of Rs.17 million for the FY 2018-19 for Transportation expenses for
both its Distribution and Supply Functions,
16.5. The initialed 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 iii terms of Distribution and Supply Functions, the same
criteria as adopted by the Petitioner itself to bifurcate its costs in Distribution and Supply
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ñcuoiisi-is beei adopted 1aèed ott the said cnteria the Peitibner is allowed an amount
of Rs.7- million as Transportation cotsfo tl F{ 2018L19 for its Supply Function.
17.

Other Expenses induding PEPCO charges

17.1. The Petitioner has requested an amount -of l 98 million on account of Other Expenses
under the head of admin expenses, management fee and mise1laneous expenses for the FY
2018-19 i.e. Rs.15 million for Distributioit Function nd Rs.83inilIio.n for SuppIyFunction.
Other Expenses include Rent, Rates & Taxes, Office Supplies, Legal Fees, Power & Light,
NEPRA Fees, etc. Here it is pertinent to mertuon that the Fetitidner was allowed an amount
of Rs.22 million under this head for the FY 2017-18 for both the distribution and supply
functions.
17.2. Considering the fact that FY 2018-19 has already lapsed, the Authority, analyzed the actual
expenditure incurred by the Petitioner under the head "Other Expenses". As per the
initialed accounts of the Petitioner for the FY 2018-19, its actual expenditure under this
head is nround Rs.98 million. The Authority, during analysis, noted that the Petitioner has
charged Rs.59 million as Management Fees of PEPCO.
17.3. Regarding PEPCO fees, the Authority observed that each DISCO is n independent entity having its own board of Directors, thus, allowing any cost on the pretext of PEPCO
Management fee is not logical. Further, the then Ministry of Water & Power, 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 Petitionei.
174 The remaimng increase of around Rs 16 million (Rs38 million less Rs 22 million) in the
actual cost for the FY 20 18-19 in comparison with the FY 2017-18 is primarily on account
• of Software License Fee and Legal Charges. 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 prudent costs of total Other Expenses
works out as Rs.38 million for the FY 2018-19, which is hereby allowed.
17.5. The initialed 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.33
million as Other Expenses for the FY 2018-19 for its Supply Function.
17.6. 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.
18.

Provision fbr Bad Debts

•18.1. The Petitioner has requested an amount of Rs. 1,187 million for FY 2018-19 under supply
function and stated that it is pursuing the recovery of arrears from its consumers but there
are certain factors such as worst law and order situations in tribal, non-payment culture
particularly the attitude of consumers residing in Tribal areas and administrative and
•
political obligation which hinder us to take severe action against the defaulters. Moreover
disconnection creates law and order Situation lfl terms of road blockade, blast of transmission
towers and attack on TESCO Staff, grid stations and offices.
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verdict n thIs issue has alra1y been given wherejri it has principally been decided that the
cost only to the extent of actual write off will be considered. The decision was based
considering the documents required for new connection/extension and reduction of load or
change of name in terms of Chapr 2.3 (b) &- (h) of the Consumer Service Manual, the risk
of credit sales transfersto th tuird party, i.e., Owner of the premises o purchaser of the
property. Currently XWDISCOs are functioning in a ñionopolized environment and in case
of default the connection ofthe premises, if disconnecte& cannot be restored till the
outstanding dues are paid and as per the referred Chapter of Consumer Service Manual, the
risk transfers to the occupant of the premises. The Authority understands that Electricity in
today s life is a basic necessity and the consumers cannot afford to live without it. In addition
to this, at the time of connection, DISCOs also collects one month's billing from the
consumers in the shape of security deposits, which also serves as deterrence for a consumer
to default.
18.3. In view of the aforementioned. the Authority has decided to continue with the practice of
allowing actual writeoffs of debtors rather than allowing provision for doubtful debts. Since
no actual write off for the FY 201849 appears in the financial statements provided by the
petitioner, therefore, no amount has been allowed on this account.
19.

Wheeling Charges

19.1. The Petitioner in its instant petition has.requested an amount of Rs.1,976 million on account
of wheeling charges. However, no further working! supportive evidence and justification
has been provided by the Petitioner.
19.2. The Petitioner is using both 11kV and 132 kY transmission lines of PESCO, consequently
the Wheeling charges payable to PESCO are calculated according to the use of system.
charges given in the distribution tariff determination of PESCO for the FY2018-19;
Description
AssetAlocation
Level of Losses
UoSC Rs./kWh

For 132 kV
Only

For 11kv
Only

For both 132
& 11kV

14.29%

16.86%

25%

3.00%
0.28

69%

I

0.62

7

0.95

19.3. During the previous discussions on the issue of wheeling, the Authority issued several
directions in order to settle and reflne the issue of wheeling between.CPPA-G and DISCOs
i.e. MEPCO, PESCO and TESCO. The summary of directions are as under;
i. CPPA-G to bill TESCO independently, which has been already considered bi CPA.
ii. Considering the amount of PESCO payables standing in the books of TESCO, the
Petitioner was directed to come up with a concrete plan for its payment with the
consent of PESCO.
iii. To undertake measures to separate joint grids and have separate / independent grids
for TESCO consumers.
iv. A meeting was held in June 2016, whereby all X'.VDISCOs agreed that they will
submit a report on wheeling issue with respect to inter Disco T&D losses in
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consultation with CPPA-G.
19 4 The Authonty in order to address the issue held two meetings i e on 16th January and 1"
Apnl, 2014 involving representatives of TESCO PESCO MEPCO CPPA-G and the
professionals of NEPRA.
19 5 Except direction (i) nothing has been submitted by the Petitioner with respect to
compliance of the aforementioned directions In view of the aforementioned the Authonty
has decided to again conduct a meeting involving all the stakeholders and adjudicate the
mattel in its subsequent decisions However in the meantime the Authonty has decided to
allow the wheeling charges to the Petitioner on provisional basis which has been assessed
as Rs.2,716 million for the Petitioner for the FY 2018-19.
20.

Depredation Charges

20.1. The Petitioner on account of Depreciation Charges has requested an amount of Rs.4 million
for the FY 2018-19 for its Supply Function. The Petitioner submitted that actual
depreciation expense for 2018-19 is calculated on the.basis of the value of existing assets plus
the addition in assets amounting during the FY 2018-19.
20.2.. 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.
.
.
.
20.3. The Authority observed that as per the initialed financial accounts provided by the
Petitioner for the FY 2018-19, its actual expenditure under depreciation for both the
Distribution and Supply Functions is around Rs.313 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.
20.4. The initialed accounts submitted by the Petitioner do not provide any bifurcation of the
Depreciation 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 futictions
has been adopted. Based on the said criteria, the Petitioner is allowed, an amount of Rs.4
million as part of its Supply function for the FY20 18-19.
21.

Whether the Petitioner's request for allowance of working capital is justified?

21.1. The Petitioner in the Petition submitted that the tariff requested by TESCO in respect of
Distribution network for the FY 2018-19 may be determined as proposed along with
Working Capital requirement. However, no further justification or any working or rationale
for the working capital requirement has. been submitted by the Petitioner, either in the
Petition or during the hearing or even afterwards.
21.2. In view thereof, the Authority does not see any rationale to consider the working capital
request of the Petitioner.
22.

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

23.

Whether the requested Financial Charges are justified, especially when the Petitioner is
requesting RoBE?
.
.
.
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23 1 The Petitioner has requested an amount of Rs 573 niil1on as RãR far the ?Y2orS-I9
for both its Distribution and Supply Functions, using a Rate of Return of 11 &3%', by
taking into account the investment of Ri 2 149 million The RoRB pertalnmg to Supply
function has been requested as Ri 3 millon
23 2 The Authority noted that Section 31(3) of the amended NEPRA Act prescribes that
(b) tariffs should generally be calculated by including a depreciation charge aiid a rate of
return on the capital investment of each licensee cominensurate to that earned by other
investments of comparable risk;
-

(c) tariffs should allow l.icenseec a iare of return which promotes continued reasonable
in vestment in eqwpmenr and facilities for improved and efficient service
23 3 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 agenes all over the world to estimate the Cost of capital for
regulated utilities Since the Authonv 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
23 4 As per the methodology, in case u negat € equity the Authority would consider a
minimum of 20% equity and any equity in excess of 30% would be considered as debt
For assessment of the RoE component for the FY 2018-19, weigFted 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 extrareturn 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 ameasure of market rate of return.
23.5. 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' con.sensus/ 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-100 index remained at around J5%, which also; translates into risk premium
of around 6.52 1% (with risk free rate of8.4795%, WeihtedAverage Yield of5-Year PIB as
ofJune 13, 2018). Therefore, keeping in view the aforementioned, Market Risk Premium of
6.521% is considered as reasonable for calculation of cost of equity component.
-

23.6. 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.
23.7. 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
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cost of debt has been worked out as 8 93°/p i e
plus a spread of 2 00% (200 basis points)
238 Consequent to the aforementioned thscussion the Authority has re-worked the WACC as
below;
Cost of Equity;
Ke=R F +(RM-Rr).x13
= 8.4795% + (15%-8.4795%=6.521% x i-.i) =15:65%
Cost of Debt;
Kd.= 8.93%
23.9. Accordingly, the WACC has been worked. Ou as under;
WACC,
WACC=(((ex(E/V)+(Kdx(D/V))
Where E/V and D/\T are equity and debt ratios respectively taken as 30% and 70%;
WACC = ((15.65% x 30%) .+.(8.93% x 70%)) 10.95%
23.10. Thus, using rate of returnof 10.95%, the Authority has assessed Rs...204.million as return
on rate base as per the following calculations
-. 'n
a, r
escrlptIon
FY 2017 18 F"( 2018-19
Fixed Assets 0/B
Addition
Fixed Assets C/B
Depreciation
Net Fixed Assets
Capital WIP C/B
Fixed Assets Inc.. WIP
Less: Deferred Credits
Total RAB
Average RAB
WACC
-

RORB

6,628
739
.7,367
3,083
4,284
3,932
8,217
7,512
705

7,367
1,624
8,991
3,396
5595
4,458
10,053
7,023
3,030
1,868
10.95%.
204

23.11. Based on the same criteria used by the Petitioner for allocation of its RORB among its
Distribution and Supply Functions, the RoRB for the Supply function of the Petitioner for
the FY 2018-19 works out as Rs.1 million.
23. 12.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 amoimt 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
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has been.collected. The itilizati'on. of the money collected ag1nst.depositrorks asc.ir
deposits other than the works før which it has been receIved is illegal and unlawfuL In view 5.
thereof, the Petitioner in the tariff determination for the FY 2Ql.16, FY 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 ott this acouiit.
23.13.Similarly for the FY 2018-19, the Authority has again observed that the Petitioner hs
insufficient cash balance as on 30th June 2019, against its pending liability of receipt agaiiist
deposit works and consumer security deposits. thus, indicating that the amount received
against the aforementioned heads has been utilized somewhere else for which no detailg
have been provided. Thus, it would be tinfair and unjust with the consumers to stiffer due
to the unlawful act of the Petitioner.
23. 14..Accordingly, the Authority 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, after excluding
therefrom the cash! bank balances and the amount of stores & Spares available with the
Petitioner as on June 30, 2019.
.23.15.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 Jaw may be initiated against the Petitidner. 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.
23.16.The Petitioner in addition to RoRB has also requested financial cost to the tune of Rs.l
million. However, the Petitioner did not provide any detail or justification regardding the
nature of these requested financial charges.
23.17.Thé Authority observed that Rate of Return (WACC) allowed to the Petitioner includes
both the cost of equity as well as the cost of debt, On the Regulatory Asset Base of the
Petitioner, thus, caters for the financial cost incurred by the Petitioner on loans taken for
the purpose of investments. Therefore, the request of the Petitioner for allowing financial
charges separately does not merit consideration.
.

24. Other Income
24.1. The Petitioner for its Supply function for the FY 2018-19 has projected zero "Other income",
- therefore, the entire amount of other income as per the Initialed accounts of the Petitioner
for the FY 2018-19 has been included in its distribution function revenue requirement.
25.

Based on the discussion made in the preceding paragraphs, incorporating all the
aforementioned increases, the Authority has assessed Rs.221 million on account of O&M
expenses 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 as tabulated below;
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nit

Pay &AU•owances
Post Retirement Benefits
Repair & Maintainance
Traveling allowance
Vehicle maintenance
Other expenses
'Q&M
Cost.
•
Depribiation

[Miri. Rsj

.RORB'."
Margin':.

26.

[Mm. Rs.]

Prior Period Adjustment

26.1 The Petitioner although, has not requested any amount on account of PYA, however, there
•are certain' costs which are either of pass through nature Or have been allowed to the
Petitioner, as part of its revenue requirement and any' under/over recovery of these costs
•
• nééds to be adjusted' subsequently.
262.. The Authority understands that the since the powçr to notify NEPRA determined tariff rests
with the Federal Government, and keeping in view the timing of instant decision whereby
the financial. year FY 2018-19 has already lapsed, therefore, the Federal Government may
• . , notify either the tariff determined for the FY 2018-19 or the FY 2019-20, Therefore, in order
to' ensure recovery' of the arrears, the PYA up-to FY 2017-18 has been included in the instant
tariff petition of the Petitioner.
26.3. The Prior Year Adjustment includes the impact of variation in the following;
i. ' Difference between the actual PPP billed and the amount recovered by the DISCO.
ii. Difference between the assessed DM and the amount actually recovered.
iii.' Differencebetween the previously assessed PYA and the amount actually recovered.
iv. Difference between actual other income and the amount allowed
v. Variation due to Sales Mix.
26.4. It is important to highlight that variation between the PPP billed to DISCOs by CPPA-G
and the amount recovered by the DISCOs are being accounted for separately through
Quarterly/Bi-Annual Adjustmeht mechanism, therefore, the instant PYA includes accounts
for the remaining components.
26.5. Here it is also. pertinent'to mention that the Authority through its interim decision dated
September 27, 2019, in the matter of requests filed by Ministry of Energy (MoE) regarding
Annual adjustment / indexation Of Distribution Margin of DISCOs, allowed a negative
amount of Rs. 1,603 million as Interim adjustment to the Petitioner, strictly on provisional!
interim, basis, subject to its adjustment once the annual adjustments of the Petitioner is
finalized by the Authority. The said decision was notified by the Federal Government w.e.f.
October 0.1, 2019 and would continue till September 30, 2020, whereby, the Petitioner has
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been allowed to pass on the said amount through monthly billing as a separate tariff:
component In view of thereof and the considenng the fact that the Petitioner s adjustment
request for the FY 2019-20 is being finalized, the negative amount of Rs.i,603 million
allowed on intenm basis, has been adjusted back through PYA Any under / over payment
of the allowed negative Interim DM would be adjusted subsequently as PYA.
26.6. Based on the discussion made in the above paragraphs, the Authority has ass9ssed
following PYA of the Petitioner for the FY 2018-19;
Rs. Mm
:Pescnpt1on
PYA 2017
Allowed
Recovered
Under/(Over) Recovery
PYA 2018
Allowed
Recovered
Under/(Over) Recovery
Distribution Margin FY 2017-18
Allowed
lkecovered
Under/(Over) Recovery
Interim DM Adjusted Back

1,308
1,207
101

(594)
(576)
(18)

2,855
2,954
(98)
1,603

Other Income FY2017-18
Allowed
Actual
Under/(Over) Recovery

(715)
(620)
95

Sales Mix Variances
jFY2017-18

239

PYA

2020

1,921

26.7. Since the Petitioner has not requested any amount under the head of PYA, therefore, the
Authority has included the entire amount of PYA of Rs.1,921 million, as worked above in
the total Revenue Requirement of the Petitioner for the FY 20 18-19 for its supply function.
27. Whether the existing Tariff Terms and Conditions need to be modified to. incorporate
concerns raised by various consumers?
27.1. A lot of complaints have been received through Pakistan Citizen Portal, as well as in the
Consumer Affairs Department of NEPRA, from XWDI5COs 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.
27.2. In order to address these concerns, the Authority framed an issue for discussion during the
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hearing of DISCOs and for providing written comments in thisregard. The Petitioner during.
the hearing requested for clarification iegardrng tariff to be charged to Cold storage, private
hostels and fish farms! hatcheries.
27 3 Further the Mimstry of Energy (MOE) vide letter dated May 20, 2020 forwarded request
from the Government of Punjab for ievision in 1 ariff Category for Watet and Sanitation
Agencies (WASA) in Purijab from A-3 General Service Category to D-l(b) SCARP (Salinity
Control & Reclamation Program).
27 4 The Authonty considers that SCARP is not the relevant Tariff category for Water Schemes
as SCARP is applicable to all Reclamation and Drainage Operation pumping under SCARP
related installation. Moreover the purpose of creation of A-3 category *as to reduce the
undue benefit of Off-Peak rates for such consumers who although have TOU meters btii
only operate during day hours In view thereof, the Authonty has decided to maintain its
earlier decision of inclusion of water schemes under A-3 category
27.5. The Authority has also decided the other concerns of the DISCOs and other stakeholders by
amending the terms & conditions of the tanif if deemed correct and the same are attached
herewith the instant determination.
•.
28.

Whether the ToU meters installed on Residential and General Service connections have' the
capability to record MDI?

29.

Whether there should any Fixed Charges on residential and General Services consumers?

2.9.1. The Petitioner during the hearing submitted that although the TOU meters have the
capability to record MDI, however, the billing oftware records KWh only.
29.2. 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.
29.3. Considering the increase, in capacity charges cpupled .ith demand exiting the syslem 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 installe4 net metering
facility, however, as the issue requires further deliberation, therefore, the Authority has
decided not to levy any fixed charges for such consumers.
30.

Whether the existing minimum/fixed monthly charges even ifno energy is consumed needs
to be revised to assist in the recovery of fixed cost of the Petitioner?

30.1. The Petitioner did not provide its response on the issue either during the hearing' or
afterwards.
30.2. The Authority considers that recovery of fixed charges based on sanctioned load from those
consumers, who although have DISCOs connection but at the same also have their own
captive generation facility, requires further deliberations and consultative process involving
all the stakeholders, therefore, this issue would be considered in the future tariff proceedings
of DISCOs. Accordingly, for the time being the existing minimum monthly charges, even if
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no energy is consumed are being maintained.
30 3 '1 he Authority noted that as per the current tanif structure certain consumer categones 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 whwh are fiçed 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
Purchase Pnce (PPP) is charged / recovered from the consumers on units consumed basis
i e per kWh and only 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 categones by around 10% i e from Rs 360/kWIM, 380/kW/M and
400/kW/M to Rs 400/kW/M 420/kVv/M and 440/kW/M respectively However at the same
tame, the Authority not to overburden such consumers who are levied fixed charges has
adjusted their variable rate, to miminize the impact of increase in fixed charges
31.

Whether the Petitioner is to be treated as a Supplier of the last resort and whether the tariff
of the Petitioner or the National umforin tariff is to be treated as last resort tariff?

31.1. As per the amended NEPRA Act, 2018, the ftmction of sale of electric power traditionally
being performed by the Distribution Licensees has been amended whereby 'sale' of electric
power has been removed from the scope of Distribution Licenses and transferred to 'Supply
Licensee'.
31.2. The 2018 Amended Act has removed the distribution company exclusivity for sale of electric•
power and empowered the regulator to grant a new form of non-exclusive license .for sale
of power, i.e. the Electric Power Supplier License. With these powers, the legislature has
prescribed a shift from a regulated and restricted power supply sector to an open and
competitive one, with conceivably multiple suppliers of power and consumers holding the
prerogative of choosing and switching based on rates and products arrived .at through
competition in the market.
31.3. As per the amended Act Section 23E, the eligibility criteria for grant of license to supply
electric power to be prescribed by the Federal Government, shall include,provision with
respect to a supplier of the last resort, as the case may be.
31.4. In the light of aforementioned provisions and keeping in view the fact that when markets
are liberalized, the Suppliers always go for the good paying and affluent customers, whereas
the economically vulnerable customers are preferred to be avoided. Hence, there must be a
declared "Last resort supplier" in the distribution area of each DISCO who would be
obligated to provide electricity to a consumer who could not get electricity from any other
source. Internationally these "Supplier of Last Resort (SoLR)" are always incumbent utility
companies and their consumer end tariffs includes both retail, network costs, cross
subsidization along with profits and incentives.
31.5. Here it is pertinent to mention that the Authority is in the process of finalization of Supplier
Regime in light of the amended NEPRA Act. Once the said regime is finalized, and if any
changes are required to be made regarding concept of "Supplier of Last. Resort", the same
would be revised accordingly.

28 j P a g e

Dete#nn.p.p.j, h4ithøwy.n tiw jj1e ofSupply ofFower Taizif of

I'io NEPF.A/rkp500,rEsco 2019

32:1. - The Authority appro.red- National Eletric PQwer Regulatory Authority (Wheeling of
Electric Power) Regulations, 2016 the Regulations).vide SRO dated June 13, 2016, in order
to facilitate wheeling of power- in the. cduñtry. However, different takeho1ders voiced their
concern on the Regulations in terms o.f ttatrnent of T&D losses during wheeling,
imposition of Cross subsidies, treatment of Stranded cOst if any, applicability of Use of
System charges of NTDC, Hybri&BPCs, and Banked Energy etc.
32.2. The Authority accordingly made to adciitiorial issues of Cross Subsidy charge and Stranded
cost undei the ipstant petition, for which advertisement was published in the leading
newspapers on September 9', 2020 and hearing in this regard was held on 17th 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 USAJD.
The Authority considering the impact of th 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.
32.4. Thus, theUse 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 he issued separately.
33. Order
34. Based on the assessments made in the preceding paragraphs, the total Supply Function
Revenue Requirement of the Petitioner for the FY 2018-19 including Power Purchase Price
(PPP), Wheeling charges of PESCO, and Distribution Margin as assessed in the Distnbution
Tariff determination of the Petitioner for the FY 2018-19, has been worked out as under;
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Vnits Received

tMkVj

Units Sold

[MkM)

1,711

Unfts Lost
Units Lost

(MkWrj

- 232

Energy Chaige
Capacity Charge
Transmission Charge! Market
Operator Fee
• Power Purchase Price
Distribution Business Cost

J.L96%

[5n.Rs.]
]n. Rsj

Pay&Allowances
POst Retirement Benefits
Repair& Maintainance
Traveling allowance
Vehicle maintenance
Other expenses
O&M Cost
Depdciatiorr

121
43
8
S
7
33
[Mm. Rs.]

1

Margin.
prior Year Adjustment (PYA)
Wheeling charges of PESCO

(M!n. Rs.1

Revenue Requirement

[Mm. P.s.]

1,921
1,846

Power Purchase Prlce-Unaclj.
Power Purchase Price-Adjusted
Distribution Business Cost
Margin
PYA Adjustments

•

216

4

RORB

Wheeling charges of PESCO
Average Tariff

1,943

25,537

12.10
0.49
0.13
112
1.08

(Rs.IkWnJ

14.93

34.1. The Petitioner is allowed to recover the determined revenue requirement from the
consumers through the projected sales of 1,711 GWhs, as per Annex — II.
34.2. The Petitioner, being a deemed supplier, is allowed to charge its consumers such tariff as set
out in the schedule Of tariff for TESCO annexed to the decision.
34.3. The residential consumers will be given the benefit of only one previous slab.
35.

Sunmary of Direction
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
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Eistribution and Supply Functions in light of the amended NEPRA Act.
in Provide electncity Connections to all these pending applications without further delay
and submit a half yearly progress report in this regard
iv Stop the existing practice of deducung 20% of SAP funds for grid augmentation and
carry out the augmentation of the grid by itself after coordinating with the Ministry of
Energy
v Ensure compliance of the Authonty's direction in true letter and spirit and provide a
workable plan, with the consent of PESCO on the issue of payables, to ensure disposing
of its liability in this regard latest by December 31 2020
Create a separate post retirement fund
Maintain a proper record of its assets byway of tagging each asset for its proper tracking
Provide details of PEPCO Management Fees if any claimed previously so that same
could be adjusted in thesubsequent tariff determinations.
ix Ensure that in future consumer s deposits are not utilized for any other purpose
x Restrain from unlawful utilization of receipts against deposit works and secunty
deposits, failing which, the proceedings under the relevant law maybe initiated against
the Petitioner.
xi. Provide project wise detailed report for the investment carried. out along-with their
cost/benefit analysis and technical/financial savings achieved by December31, 2020.
36.

The Determination of the Authority including Annex-I, I-A, II, III, IV and V annexed with
the determination 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.
AUTHORiTY

Engr. Bahadur Shah
Member

Rehmatull Bahfch
Member

Rafique hmed Sl\' \
Member 6/ -

Saif Ullah Chattha
Vice Chairman

Tause-f H. F
Chairma
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FUEL PRICE ADJUSTMENT MECHANISM
Actual vailation in fuel cost component against the reference fuel cost component for the:
coriesponding months will be determined according to the following formula
Fuel Price variation = Actpal Fuel Cost Component - Reference Fuel Cost Component

Fuel Price variation is the difference between actual and reference fuel cost component
Actual fuel cost component is the fuel cost component in the pool price on which the
DISCOs will be charged by CPPA (G) in a particular month; and
Reference fuel cost component is the fuel cost component for the corresponding month
projected for the purpose of tariff determination as per Annex-IV of the determination;
•The fuel price adjustment determined by the Authority shall be shown separately in the bill of the
consumer and the billing impact shall be worked out on the basis of consumption by the
consumer in the respective month.
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QUARTERLY/BIANNUAL ADI:uSTMENT MEChANISM

Quarterly/ Biannual adjustment shall be the Ac-tal variation in Power Purchase Price PPP),
excluding Fuel Cost Component, against the reférencePower Purchase Price component and
the impact of T&D losses on FCA, for the corresponding months and shall be determined
accc'rding to the foilowingformula;

Quarterly/Biannual PPP .(Mj )=

PPco (excluding FCC' — PPPCRen (excluding FCC)
(1-T&D Loss %) — (1-Life line Consumption %)

Where;
is the actual cost in Rs./kWh,. excluding FCC, invoiced by CPPA-G to
XWDISCOs adjusted for any cost disallowed by the Authority
PPP(A)

PPP(R0O is the reference cost in Rs 7kV/h as per the Annex-TV of the XWDISCOs
determination that remamed notified dunng the period

T&l) Loss% is percentage of T&D losses that remained notified during the period.
Quarterly/Biannual impact of T&D Tosses on FCA (Ad))
FCA (Allowed)
(1-T&D Loss %)—(1-Life line Consumption %)

- FCA (Allowed)

'Where;
• FCA (allowed) iS the FCA allowed by the Authority for the respective months of the
.corcerned period.
T&D Loss % is.percentage of T&D losses that remained notified during the period
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Total Revenue
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23,487
1010: The PYA 2018 column shall cease to exist after one year from the date of notification of the instant decision.
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Description

July

August

September

154

159

168

165

158

Fuel Cost Component

5.2798

4.7334

5.0229

5.1733

Variable O&M

0.3897

0.3769

0.3808

0.3520

Capacity

3.9415
0.2445

3.4476

3.9120

5.0115

5.3519

5.1251

4.5855 .

6.2063

5.3487

5.1843

3.4084

4.0778

4.6112

UoSC

0.2135

0.2469

0.2647

0.2368

0.2361

0.2152

0.2840

0.2560

0.2866

0.2132

0.2562

0.2451

Total PPP in Rs./kWh

9.8556

8.7715

9.5627

10.8016

9.6260

11.2985

11.2018

11.0880

12.2082.

12.5242

9.9609

10.6822

10.6535

Fuel Cost Component
Variable O&M

814

750

843

854

591

-980

1,037

676

974

. 924

1,135

931

60

60

64

58

47

71

78

55

58

62

78

65

757

608

547

657

827

846

908

730

986

836

725

652

-- 639

8,961

40

41

40

Units Purchased by DISCOs (GWh)

October November December

March

February

177

159

159

156

140

191

157

3.7381

5.5347

6.5124

4.2516

6.2295

6.6087

5.9322

5.9344

5.4078

0.2993

0.4027

0.4887

0.3462

0.3739

0.4447

0.4070

0.4138

0.3894

April

May

June

Total

January

1,943
Rs./kWh

Rs. in million

Capacity
UoSC
Total PPP in Rs./kWh

.

38

34

41

44

37

42

34

45

1,520

1,391

1,605

1,783

1,522

2,001

1,879

1,762

40'
1,909

1,906
1,675 .
.1,750
It is clarified that PPP is pass through for all the DISCOS and its monthly references would continue to exist irrespective of the financial year, unless the new SOT is revised and notified by the GoP -

10,509

476
20,704

TERMS AND CONDfl IONS OF TARIFF
(FOR SUPPLY OF ELECTRIC POWER TO CONSUMERS BY SUPPLY
LICENSEES)

GENERAL DEFINITIONS,
The Company, for the purposes of these terms and conditions means Tribal Areas Electricity
Supply Company (TESCO) engaged i the business of distribution of electricity within the
teriitory mentioned in the licence gianted to it for this purpose
I "Month oi Billing Period", unless otherwise defined Lot any particular tariff category,
means a billing month of30 days or less iecloried from the date of last metet reading
2. "Minimum Charge", means a charge to recover the costsfor providing customer service
to consumeis even if no eneigy is consumed during the month
"Fixed Charge" means',the part of sale rate in a two-parttarifftó be recovered on the basis
of "Billing Demand" in kilowatt on monthly basis
4

"Billing Demand" means the highest of maximum demand recorded itt a month except in
the case of agriculture tariff D2 where "Billing Demand" shall mean the sanctioned Toad

5 .. "Variable charge" means the sale rate per kilowatt-hour (kWh) as a single rate or part of

a two-part tariff applicable to the actual kWh consumed by the consumer during a billing
period.
.
6.. "Maximum Demand" where applicable, means the maximum of the demand obtained in
any month measured over successive periods each Of 30 minutes' duration except in the
case of consumption related to Arc Furnaces, where "Maximum Demand" shall mean the
maximum of the demand obtained in any month measured over successive periods each
of IS minutes' duration.
7. "Sanctioned Load" where applicable means the Toad in kilowatt as applied, for by. the
consumer and allowed/authorized by the Company for usage by the consumer.
8. "Power Factor" means the ratio of kWh to KVAh recorded during the month or the ratio
of kWh to the square root of sum of square of kWh and kVARh,.
9. Point of supply means metering point where electricity is delivered to the consumer.
10. Peak and Off Peak hours for the application of Time Of Use (TOU) Tariff shall be the
following time periods in a day:
* PEAK TIMING
OFF-PEAK TIMING
Dec to Feb (inclusive)
5 PM to 9 PM
Remaining 20 hours of the day
Mar to May (inclusive)
6 PM to 10 PM
-doJune to Aug (inclusive)
' 7PM to II PM
,
-doSept to Nov (inclusive)
6 PM to 10 PM
-do* To be duly adjusted in case of day light time saving
11. "Supply", means the supply for single-phase/three-phase appliances inclusive of both
general and motive loads subject to the conditions that in case of connected or sanctioned
load exceedihg 4 kW supply shall' be given at three-phase.
12. "Consumer" as defined in NEPRA Act.
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13. "Charitable Institution" means àff insttWioç whi WQrks
public on no. profit basis and i egistred with th Pedera1 or &ovnQi&.Goiernniezit'a
such and has been issued tax exemption certificate by d&alord ofRernie(PBR)
14. NTDC means the National Transmission and Dispatch company.
15. CFPA(U) means Central PowerFurchasing Agency GtJ?.rantee Limited (CP-PAXG)..
16. The "Authority" means "The National Eleptric Power Regulatory Athorit (NEPRA)"
constituted under the Regulation of Oeneration,- Transmission and Distribution of Electric.
Power Act (XL of 1997).
GENERAL CONDITIONS
"The Company shall render bills to the consumers on a monthly basis or less on the
specific request of a consuinei for payment by the due date
2. The Company shall ensure that bills are deliveied to consumers at least seven days before
the due date If any bill Is not paid by the consuniei in full within the due date, a Late
Payment Charge of 10% (ten percent) shall be levied on the amount billed excluding
Govt tax and duties etc In case bill is not seived at least seven days before the due date
then late payment sui charge will be levied aftet 7th day from the date of delivery of bill
The supply provided to the consumers shall not be available foi resale
4

In the case of two-part tariff average Power Factor of a consumer at the point of supply
shall not be less than 90% En the event of the said Power factor falling below 90%, the
consumei shall pay a penalty of two percent increase in the fixed chaiges determined with
reference to maximum demand during the month corresponding to one percent decrease
in the power factor below 90%.
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(Definitions and Conditions for supply of power specific to each consume
RESIDENTIAL

A-I

Definition
"Life Line Consumer" means those residential consumers havmg single phase electric
connection with a sanctioned load up to 1 kW
At any point of time if the floating average of last six months consumption exceed 50
units then the said consumer v. ouldnot be classified as life line for the billing month
even if its consumption is hess than 50 units For the purpose of calculating floating
average the consumption charged as detection billing would also be included
1. This Tariff is applicable for supply to;
i) Residences,
u) Places of worship,
2. Consumershaving sanctioned load lessthan 5kw shall be billed on single-part kWh iate
i e A-l(a) tariff
3

Al! new consumers having sanctioned load 5 kW and above shall be piovided TO U
metering arrangement and shall be billed on the basis of tariff A-l(b) as set out in the
Schedule:of Tariff

4. All existing consumers having sanctioned load 5 kW and .above shall be provided I.O.0
metering arrangement and converted to A- 1(b) Tariff by the Company.
A-2 COMMERCIAL
I. This tariff is applicable for supply to commercial offices and commercial establishments
such as:
i)
ii)
iii)
iv)
v)
vi)
vii)
viii)

Shops,
Hotels, Hostels and Restaurants,
Petrol Pumps and Service Stations,
Compressed Natural Gas filling stations.
Private Hospitals/Clinics/Dispensaries.
Places of Entertainment, Cinemas, Theaters, Clubs;
Guest Houses/Rest Houses,
Office of Lawyers, Solicitors, Law Associates and Consultants etc.

2. Consumers under tariff A-2 having sanctioned load of less than 5 kW shall be billed
under a Single-Part kWh rate A-2(a)
.
3. All existing consumers under tariff A-2 having sanctioned load 5 kW and above shallbe
billed on A-2(b) tariff till such time that they are provided T.O.0 metering arrangement;
thereafter such consumers shall be billed on T.O.0 tariff A-2(c).
4. The existing and prospective consumers having load of 5 kW . and above can opt for
T.O.0 metering arrangement and A-2(c).tariff.
5. All existing consumers under tariffA-2 shall be providedT.O.0 metering arrangement by
the Company and cOnvert it to-A-2 (c) Tariff.
6. All new connections having load requirement 5 kW and above shall be. provided T.O.0
meters and shall be billed under tariff A-2(c).
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Thistariff is applicable to;
Approved religious and charitable institutions
Government arid Semi-Government offices and Institutions
Governthent Hospitals and dispensaries.
Educational institutions
Water. Supply schemes including water pumps and tube wells other than those
meantfor the irrigation or reclamation of Agriculture land.
Consumers uinde
A-3(a) tariff.
INDUSTRIAL SUPPLY
Definitions.
"Industrial Supply" means the supply for bona tide industrial purposes in factories
including the supply required for the offices and for normal working of the industiy.
2.. For theurposes of application of this tariff an "Industry" means a bona fide undertaking
or establishment engaged in manufacturing, value addition and/or processing of goods.
3. This Tariff shall also be available for consumers having single-metering arrangement
sich as;
.
i) Poultry Farms
ii) Fish Hatcheries, fish farms, fish nurseries & Breeding Farms and
iii) Software houses
Conditions

.

An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connection is seasonal in nature as. defined under Tariff-F, and he undertakes
to. abide by the terms and conditions of Tariff-F and pays the difference of security
deposit rates previously deposited and those applicable to tariff-F at the time of
acceptance of option for seasonal tariff. Seasonal tariff will be applicable from the date of
commencement of the season, as specified by the customers at the time of submitting the
option, for Thriff-F. Tariff-F consumers will have the option to .convert to corresponding
Regular. Industrial Tariff category and vice versa. This option can be exercised at the time
of obtaining a new connection or at the beginning of the season. Once exercised, the
option will remain in force for at least one year.
B-I . SUPPLY AT 400 VOLTS THREEPHASE AND/OR 230 VOLTS SINGLE
PHASE
..
I. This tariff is applicable for supply to Industries having sanctioned load upto a 25 kW.
.2. Consumers having sanctioned load less than 25 kW shall be billed on single-part kWh
rate. .
3. All existing consumers under tariff B-I shall be provided T.O.0 metering arrangement by
the Company and convert itto-BI (b) Tariff.
B-2
SUPPLY AT 400 VOLTS
I. This tariff is applicable for supply to Industries having sanctioned load of more than 25
kW up to and including 500 kW.
2. All existing consumers under tariff B-2 shall be provided T.O.0 metering arrangement by
the Company and converted to 8-2(b) Tariff.
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3. All new applicants i.e. prospective consumers applying for service to thôCompan•shl.
be piovided TO U metering aiiangenent and charged according to the applicable TO U
tariff.
B.-3 SUPPLY AT 11 kV AND 33 kY

This tariff is applicable for supply to Industries having satwtioned load ofmore than5CO
kW up to and including 5000 KW and also foi Industries having sanctioned load of 500
kW or below who opt for receiving supply at I! kV or33 kV.
2 If, for any ieason, the meter iending date of a consumer is altered and the
acceleration/ietaidation in the date is up to 4 days, no notice shall be taken of this
acceleration or retardation. But if the date is accelerated or retarded by mote than4 days,..
the fixed charges shall be assessed or' proportionate basis for the actual number of days
between the date of the old reading and the new reading.
3. The supply under this Tariff shall not be available to a prospective consumer unless he
provides, to the satisfaction and approval of the Company, his ownTransformer,Circuit.
Breakers and other necessary equipment as part of the dedicated distribution system for,
receiving and controlling the supply, or, alternatively pays to the Company for all
apparatus and equipment if so provided and installed by the Company.. The recovery of
the éost of service connection shall be regulated by the NEPRA eligibility áriteria.
4 All B-3 lndustiial Consurneis shall be billed on the basis ofTO U taiiff given in the
Schedule of Tariff.
8-4

SUPPLY AT 66 kV, 132 kV AND ABOVE

I. This tariff is applicable for supply to Industries for all loads of more than 5000 kW
receiving supply at 66 kV, 132 kV and above and also for Industries having load of 5000
kW or below who opt to receive supply at 66 kV or 132 kV and above.
2. If, for any reason, the meter reading date of a consumer is altered and the
acceleration/retardation in the date is up to 4 days, no notice shall be t@ken of this
acceleration or retardation. But if the date is accelerated or retarded by more than 4 days,
the fixed charges shall be assessed on proportionate basis for the actual number of days
between the date of the old reading and the new reading.
3. If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the NEPRA Eligibility Criteria, .lhe supply under this Tariff shall
not be available to such a prospective consumer unless he provides, to the satisfaction and
approval of the Company, an independent grid station of his own including Land,
Building, Transformers, Circuit Breakers and other necessary equipment and apparatus as
part of the dedicated distribution system for receiving and controlling the supply, or,
alternatively, pays to the Company for all such Land, Building; Transformers, Circuit
Breakers and other necessary equipment and apparatus if so provided and installed by the
Company. The recovery of cost of service connection shall be regulated by NEPRA
Eligibility Criteria.
4. All B-4 Industrial Consumers shall be billed on the basis of two-part T.O.0 tariff

BULK SUPPLY
"Bulk Supply" for the purpose of this Tariff, mealis th supply given at ohe point for.sèlf
consumption not selling to any other consumei such as tesidential, commercial, tube-well
and others.
General Conditions
If for any reason, the meter ieading date f a consumer is 4lte1ed and the
acceleratton/ietaidation in the date is up to 4 days no notice will be taken of this
acceleiation or retardation But if the date is acceleiated or retarded by more than 4 days
the fixed charges shall be assessed on proportionate basis for actual number of days
between the date of old reading and the new reading.
SUPPLY AT 400/230 VOLTS
C-I
I. This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 kW.
2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh rate
i e C-l(a) tariff'
3. All new consumers having sanctioned load 5 kW and above shall be provided T'.O.U'
metering arrangement and 'shall be billed on the basis of Time-of-Use (T.O.U). tariff C1(c) given in the Schedule of Tariff.
4.. All the existing consumers governed by this tariff having sanctioned load 5 kW and above
shall be provided T.O.0 metering arrangements.
.
C-2 SUPPLYATIIkVAND33kV

.

.

I. This tariff is applicable to consumers receiving supply at II kV or 33. kV at one-point
metering arrangement and having sanctioned load of up to and including 5000kW.
2. The supply under this Tariff shall not be available to a prospective consumer unless he
provides, to the satisfaction and approval of the Company, his own Transformer, Circuit'
Breakers and other necessary equipment as part of the dedicated distribution, system for
receiving and controlling the supply, or, alternatively pays to 'the Company for all
apparatus and equipment if so provided and installed by the Company.. The recovery of
the cost of service connection shall be regulated by the NEPRA eligibility criteria.
3. All new consumers shall be provided TOU metering arrangement and shall be billed on
the basis oftariffC-2(b) as set out in the Schedule ofTariff.
4. Existing consumers governed by this tariff shall be provided with T.O.0 metering
arrangement and converted to C-2(b).
'
C-3 SUPPLY AT 66 kV AND ABOVE

'.

'

-

1. This tariff is applicable to consumers having sanctioned load of more than, 5000 kW.
receiving supply at 66 kV and above.
2. If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the NEPRA Eligibility Criteria, the supply, under this Tariff shall
not be available to such a prospective consumer unless he provides, to the satisfaction and
approval of the Company, an independent grid station of his own including Land,
Building, Transformers, Circuit Breakers and other necessary equipment and apparatus as
part of the dedicated distribution system for receiving and controlling the supply, or,
alternatively, pays to the Company for all such Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus if so provided and installed by the
Company. The recovery of cost of service connection shall be regulated by NEPRA
Eligibility Criteria.
3. Existing consumers governed by this tariff shall be provided with T.O.0 metering
arrangement and converted to C-3(b).
4. All new consumers shall be provided TOU metering arrangement and shall be' billed on
the basis of tariff C-3(b) as set out in the Schedule of Tariff.
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D

AGRICULTURAL SUPPLY
'Agricultural Supply" means the supply for Lift Jiiigatton Pumps and/or pvnips insta11e4
on Tube-wells intended solely for illigation ot ieclamation of agrieulturai land or forests,
and include supply for lighting of the tube-well chamber

Special Conditions of Supply
1.

This tariff shall apply to:
i) Reclamation and Diainage Operation undet Salmity Control and Reclamation
Projects (SCARP)
ii) Bona fide forests, agricultural tube-wells and lift irrigation pumps for the irrigation of
agricultural land.
iii) Tube-wells meant for aqua-culture.
iv) Tube-wells installed in a dairy farm meant for cultivating crops as. fodder and for
upkeep of cattle.

2. If, for any. reason, the meter feading .date of a consumer is altered and the
acceleration/retardation in .the date is up to 4 days, no notice shall be taken of this
acceleration or retardation. But if the date is accelerated or retarded by more than 4 days,..
the fixed charges shall be assessed on proportionate basis for the actual m)uthber o.f days
between the date of the old reading and the new 'eading
3

The lamps and fans consumption in the iesidentmal quarteis, if any, attached to the tubewells shall be charged entirely under Tariff A-I for which separate, metering
arrangements should be installed.
. .

4. The supply under this Tariff shall not be available to consumer using pumps for the
irrigation of parks, meadowS, gardens, orchards, attached to and forming part of the
residential, commercial or industrial premises in which case the corresponding Tariff A-I,
A-2 or Industrial Tariff B-I, B-2 shall be respectively applicable.
D- I
I. This tariff is applicable to all Reclamation and Drainage Operation pumping under
SCARP related installation having sanctioned load of less than 5 kW. .
2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh rate
i.e. D-l(a) tariff given in the Schedule of Tariff.
.
3. All new consumers having sanctioned load 5 kW and above shall be provided TdU

metering arrangement and shall be charged on the basis of Time-of- Use (TO.U) tariff
D-1(b) given in the Schedule of Tariff. .
4. All the existing consumers having sanctioned load 5 kW and above shall.be provided
T.O.0 metering arrangements aid shall be governed byD-1(a) till that time.
D-2
I. This tariff is applicable to consumers falling under Agriculture Supply having sanctioned
load less than 5 kW excluding SCARP related installations.
2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh rate
i.e. D-2(a) tariff given in the Schedule of.Tariff.
3. All new consumers having sanctioned load 5 kW and above shall be provided TOU

metering arrangement and shall be charged on the basis of Time-of- Use (T.O.U) tariff
D- 2(b) given in the Schedule of Tariff.
4. All the existing consumers having sanctioned load 5 kW and above shall be provided
T.O.0 metering arrangements and shall be governed by D-2(a) till that time.
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E—il TEMPORARY 1

flBNTALICOMME1CIAL SUPPLY

Temporary Residential/Commercial Supply mear1sa supply given to persons temporarily
on specIal occasions such as.ceremoniaJ religious gatherings, festivals, fairs, marriages
and other iviI or thilitary functions. This also includes supply to touring cinemas and
persons en-gaged in constuetion works for all kinds of single phase loads. For connected
load exceeding 4 kW, supply may be given at 400 volts (3 phase) to allow a balanced
distribution of load on the 3 phases Normally, temporâ.iy connections shall be allowed
for a period of 3 months which can be extendel on three months basis subject to
clearance of. outstanding dues.
Special Conditions otSupply
1. This tariff shall apply to Residential and Commercial consumers for temporary supply.
2. Ordinarily the supply under this Tariff shall not be given by the Company without first
obtaining security equal to the anticipated supply charges and other miscellaneous
charges for the period of temporary supply.
E -2

TEMPORARY INDUSTRIAL SUPPLY

"Temporary IndustiiaI Supply" means the supply given to an Industiy for the bonafide
pulposes mentioned undei the respective definitions of "Industrial Supply", during the
construction phase pi ior to the commercial operation of the Industrial concern
SPECIAL CONDITIONS OF SUPPLY
1

Oidinaiily the supply under this Tariff shall not be given by the Company without first
obtaining security equal to the anticipated supply charges and other miscellaneous
• charges for the period of temporary supply.
2. Normally, temporary connections shall be alloWed for a period of 3 months, which may
be extended on three months basis subject to clearance of outstanding dues.
F

SEASONAL INDUSTRIAL SUPPLY
"Seasonal Industry" for the purpose of application of this Tariff means an industry which
works only for part of the year to meet demand for goods or services arising during a
particular season of the year. However, any seasonal industry running in combination
with one or more seasonal industries, against one connection, in a manner that the former
works in one season while the latter works in the other season (thus running throughout
the year) will not be classified as a seasonal industry for the purpose of the application of
this Tariff.

Definitions
I. "Year" means any period comprising twelve consecutive months.
2. All "Definitions" and "Special Conditions of Supply" as laid down under the
corresponding Industrial Tariffs shall also form part of this Tariff so far as they may be
relevant.
Special Conditions of Supply
I. T.his tariff is applicable to seasonal industiy.
2. Fixed Charges per kilowatt per month under this tariff shall be levied atthe rate of 125%
of the corresponding regular Industrial Supply Tariff Rates and shall be recovered only
for the period that the seasonal industry actually runs subject to minimum period of six
consecutive months during any twelve consecutive months. The condition for recovery of
Fixed Charges for a minimum period of six months shall not, however, apply to the
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:;..ssnal.industries which are connected to the Company's Supply System for the first
time during the coutse of a season
3 The consumers falling within the purview of this Tariff shall have the option to change
over to the corresponding industrial Supply Fariff, provided they undertake to abide by all
the conditions and restrictions, which may froi" tinie to time, be prescribed as an integral
part of those Tariffs The consumers under this Tariff will have1he option to convert to
Regulai Tariff and vice veisa This option can be exeicised at the time of obtaining a new
connection or at the beginning f the season Once xercised the option will remain in
foice for at least one year
4 All seasonal loads shall be disconnected fiom the Company's Supply System at the end of
the season, specified by the consumer at the time of getting connection, for which the
supply is given In case, howevei, a consumei requiies running the non-seasonal part of
his load. (e.g., lights, fans, tube-wells, etc.) throughout the year, he shall have to bring out
separate circuits for such load so as to enable installation of separate meters for each type
of load and charging the same at the relevant Tariff.
5.: Where a "Seasonal Supply" consumer does not come forward to have his seasonal
industry re-connected with the Company's Supply System in any ensuing season, the
service line and equipment belonging to the Company and installed at his piemises shall
•be removed after cxpiry of 60 days of the date of commencement of season previously
specified. by the consumer at the time of his obtaining new connection/re-connection.
However, at leastten clear days notice in writing under registered post shall be necessary
to be given to the consumer betbre removal of service line and equipment from his
premises as aforesaid, to enable him to decide about the retention of connection or
otherwise. NoSupply Charges shall be recovered from a disconnected seasonal consumer
for ally season during which he does not come forward to have his seasonal industry re•connected with the Company's Supply System
G PUBLIC LIGHTING SUPPLY
"Public Lighting Supply" means the supply for the purpose of illuminating public lamps.
Definitions
"Month" means a calendar month or a part thereof in excess of I 5 days.

Special Conditions of Supply
The supply under this Tariff shall be used exclusively for public lighting installed on
roads or premises used by General Public.
H

RESIDENTIAL COLONIES ATTACHED TO INDUSTRIES
This tariff is applicable for one-point supply to residential colonies attached to the
industrial supply consumers having their own distribution facilities.

Definitions
"One Point Supply" for the purpose of this Tariff, means the supply given by one
point to Industrial Supply Consumers for general and domestic consumption in the
residential coloniesattached to their factory premises for a load of 5 Kilowatts and
above. The purpose is further distribution to various persons residing in the attached
residential colonies and also for perimeter lighting in the attached residential
colonies.
"General and Domestic Consumption", for the purpose of this Tariff, means
consumption for lamps, fans, domestic applications, including heated, cookers,
radiators, air-conditioners, refrigerators and domestic tube-wells.
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defltial1Co1onY" attached tothe lndustrial Supply Coüsumer, means a group of
houses annexed with the factory premises constructed solely for residential purpose
& the bonafide employees of the factory, the establishment or the factory owners or
partners, etc
Special Conditions of Supply
The supply under this Tai iff shall not be available to peisons who meet a part of their
Ieqtuiements from a separate source of supply at their premises
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