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GOVERNMENT OF PAKISTAN
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NOTIFICATION

Islamabad, the 30th November, 2022

S. R. O. 2140(1)/2022.—In pursuance of Proviso-ii of Sub-Section 7 of
Section 31 of the Regulation of Generation, Transmission and Distribution of
Electric Power Act, 1997 (XL of 1997), NEPRA hereby notifies the Decision of
the Authority pursuant to the Judgment dated 15.02.2022 of Honorable Peshawar
High Court in Writ Petition No. 3128-P/2021 and other petitions.

2. While effecting the Decision, the concerned entities including
Central Power Purchasing Agency Guarantee Limited (CPPAGL) shall keep in
view and strictly comply with the orders of the courts notwithstanding this
Decision.

SYED SAFEER HUSSAIN,
Registrar.
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Decision of the Auchority ia the marter of requests filed by XWDISCOs regurding periodic

@ adjusement i the Tanlff

NEPRA is a statutory body established under the Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997 (Act No. XL of 1997) (the "NEPRA Act”) for
the regulation of the provision of electric power services in Pakistan. NEPRA fs exclusively
mandated for the determination of tariff, rates, charges and other terms and conditions for
supply of electric power services by the generation, transmission and distribution
companies. In performing its functions, all decisions/determinarions are made by NEPRA
in sccordance with the relevant law in a transparent manner by providing equal
opportunities of hearing to all stakeholders. Every Distribution Licensee of NEPRA files &
petition before NEPRA seeking determination of consumer-end tariff in accordance with
the provisions of NEPRA Tariff (Standards and Procedure) Rules, 1998 (hereinafter
referred to as the “Tariff Rules"). Upon admission of such petitions, the salient features of
the petitions are published in the national newspapers invitdng comments, reply,
intervention requests from any interested persons. Subsequently a public hearing is also
conducted for which separate notices are published in the npational newspapers. Any
interested party has an opportunity to raise the objections consequent to the notice of
admission as well as to participate in the hearing, After considering the submissions of the
petitioners, commentators if any, interveners, if any, evidence produced, arguments raised
by respective parties, the tariff determinations are issued by NEPRA, based on certain
assumptions in terms of exchange rate, KIBOR/ LIBOR, US CPI/ Local CPI etc., which are
then intimated to the Federal Government for notification in the official Gazette in terms
of Section 31(7) of the NEPRA Act.

That consumer-end tariff is determined to ensure recovery of revenue requirement of a
distribution company based on tariff petition filed by the distribution companies in
accordance with NEPRA Act and Teriff Rules. Revenue requirement comprises of Power
Purchase Price (PPP) (capacity + energy charge), transmissions charge, Market Operator
Fee and Distribution/ Supply of Power Margin. The capacity charge component, generation
energy charge component and the transmission charge, Market Operator Fee are
ransferred through transfer price mechanism which is prescribed by the Authority and
notified in the official Gazette, The consumer-end tariff is so designed to ensure recovery
of revenue requirement by the Distribution Company based on cermain efficiency
benchmarks allowed by the Authority in terms of T&D losses and Recovery etc.

That electricity tariff is determined in accordance with the NEPRA Act and Rules made
there-under, which state that the tariff should allow licensees the recovery of any and all
costs prudently incurred to meet the demonstrated needs of their customers,

As far as the rarifT for Peshawar Electric Supply Company (PESCO) is concerned, its tariff
for the Financial Year 2016-17 and 2017-18 was determined by NEPRA after following the
due process of law vide a determination No. NEPRA/TRF-436/PESCO-2018/10901-10903
dated July 12, 2018, The said determination also contained the guarterly/biznnual

o &
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adjustment mechanism. The same was intimated to the Federal Government for
notification which was issued on January 01, 2019 and included all the Quarterly
adjustments up to 30* June 2018.

5. In line with the prescribed mechanism, PESCO and other ex-WAPDA Distribution
companies afterwards filed their adjustment requests on account of variation in PPP,
including impact of T&D losses etc., for the 1* & 2% quarters of the FY 2018-19 i.e. from
Jul. to Sep. 2018 and Oct. to Dec. 2018. The Authority worked out quarterly adjustments
of all XWDISCOs separately, however, based upon the request of the Federal Government
to apply a uniform rate across each consumer category of XWDISCOs (excluding life line
consumers), NEPRA determined a uniform rate vide decision dated June 14, 2019, through
a consolidated decision which was intimated to the Federal Government for Notification.
The same was notified on June 28, 2019 but was made effective w.e.f. July 01, 2019, This
was valid till 30* September, 2020. It may be added that quarterly adjustments for the
quarters 3© and 4% of FY 2018-19 was also made in accordance with law and those were
also notified and applied till 30" September, 2020. Similarly, all quarterly adjustments till
2+ quarter of the FY 2021-22 have also been determined by the Authority, including
negative adjustments, which have been notified and have been charged / passed on to the
consumers as detailed hereunder;

Quarterly Adjustments Decision | Average g Nozification
L o Dated I Re. AW L AptiaNty puind Dsted
Ist & 2nd Quarter FY 2018-19 | 14062019 | 1.4940 [w.e.f. July 2019 to September 2020 78062019
3rd & 4¢h Quarter FY 2018-19 | 27.09.2019 0.3324 |w.c.f, Octcber 2019 o Seprember 2020 30.09.2019
Tst Quarter FY 2019-20 26112019 | 0.1456 [w.e.f. Decersher 2019 1o November 2020 ||  29.11.2019
2nd & 3ed Quarter FY 2019-20 | 24092020 | 1,623 |w.e.l. Octcber 2020 to September 2021 19.10.2000
4th Qir. FY 2019-20 10022021 [ 05276 [w.e.f. October 2021 to September 2022 30.09.2021

w.e.f. Octaber 2021 1o September 2022 30.09.2021
w..f, October 2021 10 September 2022 25,08,2021

13t & 20d Qyr. FY 2020-21 02,07.2021 0.8566
3rd Qur. FY 2020-21 30.07.2021 (0.0673)
4eh Qer. FY 202021 30.12.2024 (0. w.e.f, February 2022 1o Aped 2022 20.01.2022
s Quarter FY 2021-22 0%.05.2022 05715 |w.e.f, June 2002 to Avguat 2022 31.05.2022

2nd Quarter FY 2021-22 16.06.2022 0.5715 Jw.e.f. july 2022 1o September 2022 07.07.022

6. The aforementioned decision of NEPRA dated June 14, 2019 regarding Quarterly
Adjustments, for the 1% & 2" quarters of the FY 2018-19 for all the ex-WAPDA DISCOs
(including PESCO) was challenged before the Lahore High Court (LHC), Lahore, wherein,
around 450 petitions were filed. All such petitions were dismissed by the honorable LHC
on 20.11.2016.

7. Subsequently, civil petitions No, 4441 & 4619/2019 and CMA 11105/2019 in CP 4441,2019,
were filed before the Honorable Supreme Court of Pakistan against the judgment of Lahore
High Court dated 20.11.2019 in W.P No. 50583 & 53485/2019, which were fixed for
hearing on 10.1.2020 before the Honorable Supreme Court of Pakistan.

8, The Honorable Supreme Court vide order dated 10.1.2020 (received on 22.1.2020),
disposed-off the sbove petitions, with the following observations;
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L The precise grievance of petitioners is that in determination of quarterly tariff
adjustment, the calculaton formula provided in law and the regulations s not
applied properly rather the same are worked out on current and future
consumption instead of actual consumption,

ii. As per explanation of LESCO and NEPRA, the actual figure of quarterly
adjustments recovered from consumers, is computed on the basis of their
consumption and recovered over a period of fifteen months on the basis of projected
sales.

9, The Honorable Court, ordered the following vide decision dated January 10, 2020,

“In this view of the matter, with the consent of parties, this question fs referred to NEPRA,
who shall decide the matter after hearing the petitioners and LESCO in accordance with
law within a period of one month, In case, the petitioners are still dissatisfied with the
determination made by the NEPRA on this issue, it shall be at liberty to approach the
relevant for re-dressal of its grievance in sccordance with law.

10.  Pursuant to the aforementioned orders of the Honorable Supreme Court, the matter was
decided by NEPRA on 19.03,2020. The said decision of NEPRA was never challenged, thus
it has attained finality,

11.  Similarly, various other Writ petitions were filed before Honorable Peshawar High Court
challenging the imposition the imposition of Quarterly tariff adjustments and requesting
that the decision of NEPRA dated 14.06.2019 and subsequent notification dated 28.06.2019
may be declared illegal unlawful and void ab-initio.

12 The honorable Peshawar High Court through a consolidated judgment dated 03.09.2020,
disposed of these Writ Petitions ; operative part thereof is reproduced as under:-

“Thus in the present case too, when the NEPRA while performing quasi-judicial function
has not provided the reasons regarding the nature, characteristic of the levy, albeit,
justificarion for the said levy/Quarterly Tariff Adjustment in the said order then the same
is not sustainable, therefore, we set aside the same and refer the matter to “NEPRA" who
shall decide the matter after bearing the petitioners and PESCO in accordance with law
within a period of one month, In case, the petitioners are seill dissatisfied with the
dezermination made by the "NEPRA" on this issue, they shall be at liberty to approach the
relevant forum for re-dressal of their grievance in accordance with law. All these petitions
are disposed of accordingly in the afore-noted terms.”

13,  Incompliance of the judgment of Honorable Peshawar High Court, the matter was decided
by NEPRA vide decision dated 29.10.2020.

Various other Writ Petitions of similar nature were also filed in the Honorable Peshawar
High Court, which were disposed-off by the Honorable Peshawar High Court vide

)
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judgments dated 29.09.2020 and 26.11.2020 in line with the earlier judgment of the

Honorable Peshawar High Court dated 03.09.2020, whereby the matter was referred to

NEPRA for decision of the matter after hearing the Petitioners and PESCO.

15.  Incompliance of the judgment of Honorable Peshawar High Court, the matter was decided
by NEPRA vide decisicn dated 14.01.2021.

16.  Now through the instant Writ Petition No. 3128-P/2021 along with ather connected cases,
the Petitioners have challenged the issuance of electricity bills by Respondents at inflated
rates under the head of "Quarterly Tariff Adjustments” imposed vide NEPRA decisions
dated 29.10.2020 (Peshawar High Court decision) and 14.01.2021 (Peshawar High Court
decision) followed by letter NO.6834-34 dated 11.06.2021.

17.  The Honorable Peshawar High Court disposed-off these Writ Petitions vide judgment
dated 15.02.2022. The Court in its judgment dated 15.02.2022 decided as under;

Judgment dated 15.02.2022
*The prease gnevmce of the pcatmncrs is that m_mmnm_aLngdLmﬂ'

W The said assertion is denied by the respondents as well as NEFRA. It
has been explained to us the actual figures of Quarterly Adjustment recovered from
consumers is computed on the basis of their consumption and recovered over period of 15
months on the basis of projected bills. Similar kind of matter came up before this Hon'ble
Court in WP No. 5810/2019 which was disposed of on 03.09.2020 with the direction to
NEPRA to decide the matter after hearing the petitioners and PESCO with a period of one
month. Similar views has been taken by the Supreme Courr of Pakistan in CP No. 4441 and
4619 of 2019 & C.M.A No. 11150 of 2019.

So in light of the above discussion, these petitions are disposed of with the direction to
NEFPRA to decide the matter after hearing the petitioners and PESCO within one month
and pass a speaking order in this regard. In case the petitioners are still dissatisfied with the
determination made by NEPRA, they shall be at liberty to approach the relevant forum for
re-dressal of their grievances in accordance with law.”

18, As per the directions of honorable Peshawar High Court, opportunity of hearing is to be
provided to all the petitioners and PESCO, therefore, necessary particulars of the
petitioners were obtained for the purposes of issuance of notices and thereafter, 12.04.2022
was fixed for hearing, However, due to non-availability of the Petitioner's council, the
hearing was adjourned and rescheduled for 08.06.2022. Notices to the following parties

were issued to attend the hearing; ) &
T -
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M/S Taj Wood Board Mills (Pvt) Ltd

M/S Taj Re-Rolling & Steel Mills (Pvt) Led

M/S Punjab Steel Works

M/S Coronet Foods (Pvt) Lud

M/S MKB Enterprises (Pvt) Ltd

Abdul Waheed

M/S Al - Jasmin (Pvt) Ltd

Chaudhry Karam Elahi Abdul Aziz Departmental Store
M/S Enem Multi Textiles (Pvt) Ltd and Four others
M/S Wadud Woolen Mills

M/S Moeed Industries

M/S Sarhad Board & Chemical (Pvt) Ltd

Orient Enterprises

Hayatabad Model School

19.  The hearing was held on 08.06.2022, which was which was participated by councils of the
Petitioners' i.e. Barrister Asghar Khan, Mr. Issac Ali Qazi and Mr, Pervaiz Akhtar Shah.

20.  During the hearing, Barrister Asghar submitted that no detail scrutiny of the claimed
adjustments is carried out by the Authority, therefore it was requested for a detailed
briefing on the mechanism and calculation methodology of the quarterly adjustments. The
Learned Counsel was also of the view that the timelines provided in section 31 of NEPRA
Act are also not being followed while making the quarterly adjustments. The Petitioners
have also contended that once the goods are manufactured and sold by the petitioners,
thereafter levy of any quarterly tariff adjustments in the subsequent bills is not justified as
it wipes out the profits of the company. The Petitioners have also submitted that instead of
improving their efficiencies, the respondents have adopted an easy way of enhancing the
tariffs through quarterly adjustments.

21.  The Petitioners further submitted that under the proviso to section 31(4) of the NEPRA
Act, the Authority can only make monthly adjustments in the approved tariff on account
of any variation in the fuel charges and policy guidelines as the Federal Government may
issue and the same does not envisage any quarterly adjustments. The applications of the
quarterly adjustments are unaudited and also include various heads which are not covered
under quarterly tariff adjustment e.g. Advance Tax etc.

22, The Petitioners also requested to quantify capacity charges separately in idle and availed
capacity to bring more transparency and ensure that DISCOs use idle capacity, The
Petitioners' were of the view that T&D losses in double digit are of great concern and
should be in single figure. It has also been stated that quantum of quarterly adjustments
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being recovered from certain category of consumers especially for domestic consumers’ up-
to 300 units is lower from the figure approved by NEPRA, and the same is recovered from
rest of the consumers', thus increasing the burden on such consumers; which is
discriminatory in nature. It has been further added that major portion of the quarterly
adjustment pertains to capacity charges and showing lesser amount is recovered through
main tariff, whereas there is huge backiog of pending connections. If said connections aze
timely provided, it would resclve the idle capacity issues to maximum extent,

The represencative of PESCO was of the view that due to non-payment of legitimate dues
to the Company, it is becoming difficult for PESCO to make necessary investments for
improvement of the system to minimize the line losses and that the adjustments are being
billed as per notification issued by the Federal Government.

The Authority while acceding to the request of the Petitioner for a detailed briefing on the
mechanism and calculation methodology of the quarterly adjustments, decided to conduct
2 session in this regard, which was held on 14.06.2022. The session was attended by the
learned councils of the petitioners and the petitioners.

The petitioners, during the session, were explained in detail the complete process of tariff
determination, references built in the tariff which are used for working out the quarterly
adjustments, calculation methedology of quarterly adjustments along-with procedure for
verification of invoices billed by IPPs to CPPA-G and the cost charged by CPPA-G ta
DISCOs. Excel model/worksheets were also shown to the Petitioners during the session for
their better understanding.

Having heard the respective contention of the parties, it is considered that the scope of
quarterly adjustments caters for variation in PPP on account of capacity costs of generation
companies, Use of System Charges of NTDC, Market Operation Fees of CPPA-G, Variable
O&M and impact of the Authority's allowed level of T&D losses on menthly FCAs,

The Power Purchase Price (PPP) is a pass through cost for DISCOs, thus, any variation
therein needs to be passed on to the consumers in a timely manner in order to ensure
financial viability of the sector, which otherwise would result in piling up of legitimate
costs,

Here it is pertinent to mention that the Authority allows quarterly indexation of capacity
charges and varinble O&M of generation companies i.e. IPPs & GENCOs, on account of
actual variation in exchange rate, KIBOR/ LIBOR, US CPI/ Local CPI. The generation
companies i.e, IPP&/GENCOs, as per the Authority's approved indexed rates, ruise their
capacity and variable O&M invoices 1o CPPA-G on monthly basis, which are subsequently
billed to DISCOs by CPPA-G.

On the other hand the eariff billed by XWDISCOs 1o consumers, is a forward looking tariff,
and is determined based on various assumpeions in terms of exchange rate, KIBOR/ LIBOR,
&
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USCPI/ local CPI, Therefore, any variation in the assumptions built in the tariff vis a vis
actual Exchange rate, KIBOR/ LIBOR, USCPI/ local CPI are accounted for through
quarterly tariff adjustments of XWDISCOs,

30.  Further, due to induction of new plants additional capacity costs arise, which are not
included at the time of determination of base/reference tariff of XWDISCOs, and is
therefore accounted for through quarterly rariff adjustments of XWDISCOs.

31 In addition, any under/ over recovery of the PPP, due to variations in sales (GWh) of
XWDISCOs as per the Authority's allowed target of T&D losses and recovery, are also
accounted for through quarterly tariff adjustments of XWDISCOs. Here it is pertinent to
mention that any inefficiencies on the part of DISCOs on account of T&D losses over &
above the NEPRA allowed targets and under recoveries are not allowed while working out
the quarterly tariff adjustments of XWDISCOs. This addresses the concern of the Petitioner
regarding passing on the inefficiencies through quarterly adjustments to the consumers.

32,  Itisalso pertinent to mention that tariff for Peshawar Electric Supply Company (PESCQO)
for the Financial Year 2016-17 and 2017-18 was determined by NEPRA after following the
due process of law vide a determination No. NEPRA/TRF-436/PESCO-2018/10901-10903
dated July 12, 2018. The said determination contained the quarterly/blannual adjustment
mechanism, which was intimated to the Federal Goverament for notification which was
issued on January 01, 2019 and included all the Quarterly adjustments up to 30" June 2018,
This addresses the concern of the Petitioner that the Authority can only make monthly
adjustments in the approved tariff on account of any variation in the fuel charges and policy
guidelines as the Federal Government may issue and the same does not envisage any
quarterly adjustments.

33.  Itisalso pertinent to highlight that as per Section 31(7) (ii} of the amended NEPRA Act,
the Authority may, on & quarterly basis and not later than a period of fifteen days, make
quarterly adjustments in the approved tariff on account of capacity and transmission
charges, impact of transmission and distribution losses, variable operation and maintenance
and, policy guidelines as the Federal Government may issue and, intimate the tariff so
adjusted to the Federal Government prior to its notification in the official Gazette,

34.  Regarding point of the Petitioner for timelines for determination of quarterly adjustments,
the Authority noted that at the time of decision dated 14.06,2019, there were no timelines
provided in the NEPRA Act regarding quarterly adjustments, and the timelines provided
in Section 31 of the Act are not applicable in the matter of quarterly adjustments. However,
subsequently through amendments in NEPRA Act in 2021, the Act under Section 31(7) (ii),
mentions that the Authority may, on a quarterly basis and not later than a period of fifteen
days, make quarterly adjustments in the approved tariff on account of capacity and
transmission charges, impact of transmission and distribution losses, variable operation and
maintenance and, policy guidelines as the Federal Government may issue and, intimate the
tariff so adjusted to the Federal Government prior to its notification in the official Gazerte,
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35.  Asummary of the adjustment requests filed by the XWDISCOs for the 1* & 2" quarters of
FY 2018-19 is as under;

Jul to Sep 2018 [RSCO | 153CO | GEPCO | ¥ESCO | MEPCO | PESCO | HESCO|QESCO| SEFCO |TESCO| Total
Purchue Pree 7350 ] 1esap]  wM] 1157 43| S36| 3011} 23] 83,150
[Varublk D&M 7] 443 2 F7 3 P @ & 9] 1542
[UoSC & MoF (&) 23y 35 259 51 37
of kuses 153 £03 226 Loasl 23 0] R
Faoed OBM of Wind and Soler Power Pl ENET) 391
pas Parciuaey 1337 466  s6l 19,605 |
i 76
BT 163
1501 01
327 B 327
Tatal 16,822 | 18008 | B.694 [ 25,449 | 18,654 | 18971 [ 3335 1 3,576 | 3.257 | 278 1 117,078 |
Qe to Dez 2018 TRSCO | L3SCO | GEPCO | FESCO | MEPCO ! PESCO | MESCO!QESCO|SZPCO|TESCO| Toul
v
Capacey ProshorePrie | 7979] 15523] 709¢) NAM| 1essa] 15874 36601 SR ETTY
Va {61 128 1683 o @yl (g 20 a4 7,
& 110 9 64 245 | = 138 9] 269 |
53 145 61 £5 165 45, [CEE)
and €8 1987 15 w7
Fooed OAM of Wind ead Sols Powes Pams 70 170
\npact of FPA on Lifeky f 95 12!
623 — 523 |
3.70¢ | 16,040 | 7,172 | 14,051 | 17,043 | 12,297 | 2,038 | 4,964 | 1,656 | 707 | 84,763 |
mod Total 25.526 | 34.058 | 15,866 39.500 | 35,697 | 31 5547 | B.440 | 5,113 953 | 201,841

36.  The Authority also understands that neither conduct of hearing nor filing of intervention
requests etc. is a pre-requisite for the purposes of making quarterly adjustments, however,
the same is being done in compliance to the directions of the honorable Lahore High Courr,
as mentioned below;

‘There can be no escape from the fact that any adjustment would affect the rights of the
consumers. Even if the provisions for publication of notice, intervention or participation
of commentators, were not directly spplicable, yet the principle of natural justice
necessarily be read in every statute, and no order could be passed without affording
opportunity of hearing to the persons likely to be affected.”

37, Thus, in order to meet the ends of natural justice, public hearing is held and written / oral
comments or objections are invited from the interested / affected parties before making any
adjustments, which requires additional time. Hence, there is no unnecessary delay in
processing of the quarterly adjustments, once all the adjustment requests are received by
the Authority from the XWDISCOs.

38, Although the proposed adjustments are formula based and as per the already prescribed
mechanism but pursuant to the directions of the honorable Lehore High Court and in order
to provide an opportunity of hearing to all the concerned and meet the ends of natural
justice, the Authority decided to conduct a hearing on the issue, The hearing was held on
March 13, 2019 at NEPRA Tower, Ataturk Avenue (East), G-5/1, Islamabad. An
advertisement in this regard was published in newspapers on March 02, 2019 end separate
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notices were also sent to the stakeholders for inviting comments from the interested/
affected parties. Salient features and details of the proposed adjustments were uploaded on
NEPRA's Website for information of all concerned.

39.  The hearing was attended by representatives of XWDISCOs, CEO CPPA-G and other
stakeholders including General public and media, Written comments were also received
from Syed Sharafat Hussain, Consultant Power Tariff, PTCL.

40. A brief of the comments submitted by Mr. Sharafat, Consultant PTCL, relevant to the
instant hearing are as under;

v All DISCOs are requesting for adjustment on account of variation in Power Purchase
Price (PPP) but claim in other hesd of accounts such as Variable O&M, UoSC & Market
Operator Fee, Impact of extra & less purchases, Excess billing of EPF, wrongly adfusted
by NEPRA, Advance Tax by IESCO. DISCOs have incurred extra expenditure without
adopting optimizing policy not controlled by NEPRA, resulting in extra burden on the
consumers.

41.  Regarding comments of Mr. Sharafat, the Authority observed that variable O&M, UoSC
and Market Operator Fee are all part of PPP, therefore, needs to be considered in the
adjustment of PPP, however, the remaining heads ie. Advance Tax, excess billing,
recruitment & retirement costs do not fall within the scope of quarterly adjustments, On
the point of incurring extra expenditure by DISCOs, without adopting optimizing policy,
the Authority considers that PPP is a pass through cost, which is worked out based on the
rates approved by the Authority,

42.  Representatives of XWDISCOs presented their adjustment requests before the Authority.

43,  CEO CPPA-G, during the hearing requested for recovery of these adjustments on the same
analogy as of FCA i.e. through monthly billing, instead of making it part of XWDISCOs'
schedule of tariff (SoTs). CPPA-G, while justifying its request, submitted that notification
of revised SOTs, after including therein amount of quarterly adjustments, would result in
delay in the recovery of legitimarte pass through cost as new notification of tariff may take
several months,

44.  Upon inquiry by the Authority from IESCO regarding inclusion of certain costs which do
not fall within the scope of Quarterly adjustments, representative of IESCO submitted that
although costs like advance tax and recruitment & retirement costs do not fall within the
ambit of quarterly adjustments, however, the same have been requested being legitimate
costs.

45.  The adjustment claims submitted by XWDISCOs were analyzed in detail along-with the
actual power purchase cost data submitted by CPPA-G. Keeping in view the requests of
XWDISCOs, DISCO wise data submitted by CPPA-G in terms of energy, capacity, UoSC




PART 1] THE GAZETTE OF PAKISTAN, EXTRA., DEC. 8, 2022 4955(11)

9 Decision of the Authority in the matter of requests filed by XWDISCOs regarding periodic
Sm? adjustment in the Taniff
and market operator fee, and after due diligence by the Authority, the disco wise analysis
is hereunder;
IESCO

IESCO requested quarterly adjustments cf Rs,25,526 million, which included Rs.7,020
million on account of Advance Tax, Recruitment & retirement Costs, Excess billing by
CPPA-G and Rs.2,054 million on account of a wrong adjustment of PPP by NEPRA for the
FY 2017-18. The Authority observed that costs like advance tax, recruitment & retirement
casts and excess billing do not fall within the scope of quarterly adjustments, hence, not
considered while calculating the instant quarterly adjustment. The Authority also noted
that IESCO, for the month of Sep. 2018, used capacity charges of Rs.4.1810/kWh, whereas,
the same as per the data provided by CPPA-G, is Rs.4.1151/kWh, which has resulted in a
downward adjustment of Rs.79 million form the amount claimed by IESCO. Regarding
wrong adjustment of PPP for the FY 2016-17 i.e. Rs.2,054 million, the said cost has been
verified afterwards, therefore, is allowed in the instant quarterly adjustments. Based on
above, the Authority has determined a total quarterly adjustment of Rs.18,427 million for
the 1st & 2nd quarters of FY 2018-19,

LESCO

LESCO requested quarterly adjustments of Rs.34,058 million. The Authority ohserved that
LESCO wrongly worked out its impact of T&D losses on FCA i.e. Rs.758 million ,which as
per the Authority works out as Rs.706 million, thus, resulting in downward adjustment of
Rs.52 million. Further, the PPP of LESCO for the FY 2016-17 was revised downward by
CPPA-G by Rs.4,286 million, which was accordingly deducted while allowing PPP
adjustments in the tariff of LESCO for the FY 2016-17 and FY 2017-18. The said cost has
been verified subsequently, therefore, is allowed in the instant quarterly adjustments.
Accordingly, a total amount of Rs.38,292 million is allowed to LESCO, on account of
quarterly adjustments for the 1* & 2*¢ quarters of FY 2018-19.

GEPCO

GEPCO requested an amount of Rs.15,866 million. The Authority noted that GEPCO, for
December 2018, has worked out impact of losses on FCA, based on CPPA-G's claimed
amount instead of actual FCA approved by the Authority. Further, reference variable O&M
cost, instead of actual, has been used by GEPCO for the month of December 2018, These
adjustments have resulted in a downward revision by Rs.13 million form the amount
claimed by GEPCO. Accordingly, a total amount of Rs.15,853 million is allowed to GEPCO,
on account of quarterly adjustments for the 1% & 2% quarters of FY 2018-19,

FESCO requested quarterly adjustments of Rs.39,500 million, The Authority observed that
FESCO has included an amount of Rs.15,565 million on account of impact of extra / less
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purchases. The Authority noted that while working out the quarterly adjustments, the
actual units received and actual cost billed to the DISCO is considered, which automatically
accounts for the impact of any extra / less purchases by the DISCOs. Therefore, considering
impact of extra / less purchases separately, would result in duplication of the cost.
Accordingly, the amount of Rs.15,565 million is not considered while working out the
instant quarterly adjustments. FESCO also claimed an amount of Rs.98 million on account
of impact of FCA on life line consumers, however, the Authority observed that such costs
do not fall within the scope of quarterly adjustments, hence, not considered while
caleulating the instant quarterly adjustment. Further, PPP of FESCO for the FY 2016-17
was revised downward by CPPA-G by Rs.2,972 million, which was accordingly deducted
while allowing PPP adjustments in the tariff of FESCO for the FY 2016-17 and FY 2017-
18, The said cost has been verified subsequently, therefore, is allowed in the instant
quarterly adjustments, Accordingly, a total amount of Rs.26,894 million is allowed to
FESCO, on account of quarterly adjustments for the 1% & 2* quarters of FY 2018-19.

MEPCOQ initially requested an amount of Rs.35,697 million, which included Rs.18,654
million for the 1 quarter and Rs.17,043 million for the 2* quarter. Afterwards, MEPCO
vide email dated March 28, 2019 revised its claim for the 1* Quarter to Rs.17,589 million
instead of Rs.18,654 million, thus, requesting total amount of Rs.34,633 million, The
Authority has verified the same and is ellowed to MEPCO for the 1* & 2* quarters of FY
2018-19.

PESCO requested a total amount of Rs.31,068 million, including Rs.18,771 million for the
1% quarter and Rs.12,297 million for the 2*¢ quarter of FY 2018-19. The Authority while
analyzing the request of PESCO observed that PESCO has included an amount of Rs.5,731
million on account of impact of extra / less purchases. The Authority noted that while
working out the quarterly adjustments, the actual units received and actual cost billed to
the DISCO is considered, which automatically accounts for the impact of any extra / less
purchases by the DISCOs. Therefore, considering impact of exwra / less purchases
separately, would result in duplication of the cost. Accordingly, the amount of Rs.5,731
million is not considered while working out the instant quarterly adjustments, PESCO also
claimed an amount of Rs.99 million on account of impact of FCA on life line consumers,
however, the Authority observed that such costs do not fall within the scope of quarterly
adjustments, hence, not considered while calculating the instant quarterly adjustment. The
Authority also downward adjusted a net amount of Rs.118 million on account of extra
impact of losses on FCA of Rs.143 million and non-inclusion of market operator fee of Rs.25
million in adjustment request by PESCO. Accordingly, after accounting for the
aforementioned adjustments, the Authority has worked out total amount of Rs.25,120
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million on account of quarterly adjustments for the 1* & 2*! quarters of FY 2018-19 for
PESCO.
HESCO

HESCO initially requested an amount of Rs.5,587 million, however, submitted its revised
working vide letters dated March 26, 2019, whereby, it requested an amount of Rs.10,235
million on account of quarterly adjustments for the 1% & 2 quarters of FY 2018-15. The
Authority observed that HESCO in its working did not include legitimate costs on account
of fixed O&M for wind and solar power plants amounting to Rs.357 million. HESCO also
claimed lower amounts on account of UoSC, Market Operation Fee (MoF) & impact of FCA
of losses by Rs.477 million. The Authority has included these costs while working cut the
quarterly adjustments of HESCO being legitimate costs. It is also observed that HESCO
deducted an amount of Rs.914 million on account of extra & less purchases, The Authority
noted that while working out the quarterly adjustments, the actual units received and
actual cost billed to the DISCO is considered, which automatically accounts for the impact
of any extra / less purchases by the DISCOs. Therefore, considering impact of extra / less
purchases separately, would result in duplication of the cost. Accordingly, the amount of
Rs.914 million deducted by HESCO is not considered while working out the instant
quarterly adjustments. In view thereof, a total amount of Rs.11,984 million is allowed to
HESCO, on account of quarterly adjustments for the 1% & 2" quarters of FY 2018-19.

SEPCO requested an amount of Rs.5,113 million. The Authority observed that SEPCO
while working out its quarterly adjustments incorrectly worked out the amounts for all
heads i.e. impact of losses on FCA, variable O&M, UOSC & market Operator Fee and
capacity charges by Rs,1,480 million. The Authority considers the same as legitimate cost
to be passed on to the consumers and hence included the same while workings out the
quarterly adjustments of SEPCO. In view thereof, a total amount of Rs.6,593 million is
allowed to SEPCO, on account of quarterly adjustments for the 1* & 2 quarters of FY
2018-19.

TESQO

TESCO requested an amount of Rs.985 million. The Authority observed that TESCO while
working out its quarterly adjustments incorrectly worked out the amounts for ali heads i.e.
impact of losses on FCA, variable O&M, UOSC & market Operator Fee and capacity charges
having a net impact of positive Rs.468 million, The Authority considers the same as
legitimate cost to be passed on to the consumers and hence included the same while
workings out the quarterly adjustments of TESCO. In view thereof, a total amount of
Rs.1,453 million is allowed to TESCO, on account of quarterly adjustments for the 1% & 2%
quarters of FY 2018-19.
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QESCO

QESCO requested a total amount of Rs.8,440 million, The Authority observed that QESCO
while working out its quarterly adjustments incorrectly worked out the amounts for all
heads i.e. impact of losses on FCA, variable O&M, UOSC & market Operator Fee and
capacity charges having a net impact of positive Rs.1950 million. The Authority considers
the same as legitimate cost to be passed on to the consumers and hence included the same
while workings out the quarterly adjustments of QESCO. In view thereof, a total amount
of Rs.10,390 million is allowed to QESCO, on account of quarterly adjustments for the 1*
& 2 quarters of FY 2018-19.

46.  Based on the discussion made in the preceding paragraphs, NEPRA has determined a total
amount of Rs.189,638 million on account of quarterly adjustments for the period from July

to December 2018 as detailed below;
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47, Inview of the foregoing discussion, the Authority does not see any anomaly in working of
the calculation of the quarterly adjustments, The aforementioned amount of Rs.189,638
million primarily includes impact of variations in capacity charges of Rs.172,336 million.
The variation in capacity charges includes additional capacities of around Rs.115 billion
due to induction of new power plants such as Nuclear, Coal, RLNG, Renewables etc. and
Rs.82 billion due to indexation of capacity charges of the power plants that were included
in the reference tariff of XWDISCOs on account of exchange rate, KIBOR/ LIBOR, US CPI/
Local CPI. Here it is pertinent to mention that XWDISCOS owing to increased sales as per
the Authority’s allowed T&D targets recovered additional amount of Rs.25 billion on
account of capacity charges during the period under consideration, which has been
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adjusted while arriving at the overall figure of Rs.172,336 million of capacity charges
variations.
In view of the above, the Authority determines the following Revenue requirements of

each of the XWDISCOs for the FY 2017-18 inclusive of PPP adjustments for the period
from July to December 2018 (including impact of T&D losses on FCA) as worked out above
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Here it is pertinent to mention that Ministry of Energy (MoE), Power Division vide letter
number PI-4(18)/2018-19 dated April 18, 2019 submiwed a methodology for the
incorporation of quarterly adjustments in the uniform tariff of XWDISCOs in terms of the
provisions of “Regulation of Generation, Transmission and Distribution of Electric Power
Act, 1997" (The Act),

The MoE, inter alia, submitted that as per the existing Tariff Methodology, Power Purchase
Price (PPP) references are subject to adjustment on monthly and quarterly basis. The
adjustment on account of varfation in fuel cost component of PPP is undertaken on
monthly basis and reflected uniformly in the consumers’ monthly bill as Fuel Charges
Adjustment. Whereas, adjustment for remaining component of PPP Le. Capacity Charges,
Transmission charges, Market Operator Fee (MoF), impact of T&D losses, and Variable
O&M is to be undertaken on quarterly basis,

The MoE, further submitted that uniform tariff decision dated December 19, 2018 is based
on national average PPP and the overall revenue requirement at National Level, leading to
the uniform taniff as required under Section 31 (4), which is inclusive of targated subsidy
and inter disco cariff rationalization,

The MoE, keeping in view the socie economic objectives as well as policy of maintaining
uniform tariff rates across the consumers and regions, proposed that same principles be
adopted and followed for the purposes of passing on the impact of quarterly adjustment as
adopted earlier and reflected in the uniform tariff decision. Thus, quarterly adjustment
components of PPP bein deter med by the Authority be consolidated and thereafter be
(- (3

& 2

%)
2
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utilized for the purpose of arriving at a uniform race ariff across each category of consumer
of XWDISCO (excluding life line consumers), to be recovered in the same manner as FCA,

53,  Inview thereof, the MoE requested that;

i, The same principle as earlier adopted for determination of uniform tariff be adopted for
determination and recovery of quarterly adjustment components for arriving at uniform
rate tariff across each category of consumer of XWDISCOs (excluding life line
consumers), to be recovered in the same manner as fuel price adjustment.

ii. The uniform quarterly adjustment amount being reflective of economic and social policy
of the Federal Government based on the consolidated Quarterly Adjustment
components, be staggered and recovered in twenty-four months instead of three months.

54.  Section 31(4) of the than NEPRA Act, 1997 gives powers to the Authority to determine a
uniform tariff, and further prescribes the manner, methodelogy and principles to be
applied while determining the same. The uniform tariff framework under Section 31(4)
includes both the price-equalization and socio-economic elements of the previous regime,
price-equalization by the uniform, cross-entity, nature of the tariff itself and the socio-
economic dimension by tying grant of tariff to public consumer interest. From their
application, it is apparent that the Federal Government is employing the new uniform tariff
framework in an analogous manner to the previous surcharge/subsidy framework, by
secking to incorporate subsidies into the uniform tariff, to achieve price-equalization
between XWDISCO consumers, and to fulfill other socio-economic objectives under
policy.

55.  Regarding submission of CPPA-G and the McE, to allow recovery of quarterly adjustments
as per the FCA mechanism i.e, through monthly billing, the Authority cbserved that
concept of monthly adjustment is provided in the Section 31(7) of the than NEPRA Act to
the extent of fuel price adjustment only. For ease of reference section 31 (7) of the NEPRA
Act is reproduced as under:

“Notification of the Authority'’s approved tariff; rates, charges and other terms and
conditions for the supply of electric power services by generation, transmission and
distribution companies shall be made by the Federal Government in the official Gazette,
within fifteen days of intimation of the final tariff by the Authority.

Provided that the Authority may, on a monthly basis and not later than a period of seven
days, make adjustments in the approved tariff on account of any vagations in the fiel
charges and policy guidelines as the Federal Government may issue and notify the tariff so
adjusted in the official Gezette,” (Emphasis added)

56.  The tariff determinations of XWDISCOs for the FY 2017-18, included quarterly
adjustments which were built in their SoTs, and the same have already been notified by
the Federal Government w.e.f. January 01, 2019, which has attained finality. Therefore,
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quarterly adjustments can only be approved in accordance with the notified tariff
determinations, Further, as per the than Act, the Authority has the power to only notify
variation in the fuel charges i.e. monthly FCAs and the notification power of the quarterly
adjustments lies with the Federal Government.

57.  Inview of the above and keeping in view the submissions of MoE / CPPA-G, the Authority
has determined a uniform rate of Rs.1.4940/kWh, attached as Annex-I with the instant
decision, for the allowed amount of quarterly adjustment of Rs.189,638 million across each
category of consumers of XWDISCOs, to be recovered in fifteen (15) months period, based
on projected sales for the FY 2017-18, after excluding life line consumers. Although, the
MoE requested to recover the said amount in 24 months period, however, the Authority,
in order to ensure recovery of the allowed amount in a timely manner but at the same time
not to over burden the consumers, has decided to allow recovery of the same in fifteen
months period.

58.  Having said that, the Authority in its uniform tariff determination dated December 19,
2018 has categorically held that although the petition filed by the Federal Government falls
short of the legal requirements of section 31 (4) of the Act but in view of pragmatic
considerations, it would be inequitable and unconscionable for the Authority to dismiss
the uniform tariff motion on the basis of non-exhaustive compliance of the procedural
elements thereof. The Authority further issued directions to the Federal Government in
para 34 of the December 19, 2018 determination. Although, the said directions still remain
to be complied with by the Federal Government, however considering that the instant
matter is merely an adjustment in the already approved uniform tariff by the Authority,
therefore without prejudice to the said cbservations and directions of the Authority, the
quarterly adjustments have been determined in uniform manner., The instant
determination /decision shall not in any way operate to modify, alter, rescind or waive of
the observations and the directions of the Authority in the determination dated December
19, 2018.

59.  The Federal Government on number of occasions has requested to defer NHP which was
initially included in the capacity reference for the FY 2019-20. The Authority, has already
adjudicated on the issue in its decision dated December 18, 2018; Relevant extracts of the
decision are reproduced hereunder;

It is also pertinent to mention that XWDISCOS have filed their quarterly adjustment
request for the 1% quarter of FY 2018-19, the impact of which works out to be around Rs.94
billion and if extrapolated till December 2018, the same goes over Rs.180 billion
(tentatively). Thus, once the instant PYA of Rs.226 billion, built in the tariff is recovered
aftera period of one year, the Federal Government would still have a backlog of over Rs. 180
billion to be included in the tariff. In view thereof, the Authority considers that the Federz!
Government instead of propesing NEPRA to defer the NHP amount, may record the same
as subsidy payable to DISCOs, and its payment be deferred, keeping in view the financial
situation of the Government.”
ot )
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60,  The decision of the Authority dated December 18, 2018 was notified by the Federal

61,

Government w.e.f. January 01, 2019. Accordingly, XWDISCOs filed their quarterly
adjustments requests, for the period from July to December 2018, based on actual invoices
raised by CPPA-G, which again included the impact of NHP, The Authority is also
cognizant of the fact that exchange rate impact on capacity payments needs to be brought
in line with the current market situation i.e. PKR.150/ US$, Thus, the Authority by
maintaining the existing level of capucity references, would cater the current devaluation
impact on capacity payments to an extent.

The notified consumer end tariff methodology guidelines also prescribe that;

“vieoendnt view of any abnormal changes, the Authority may review these references along
with any quarterly adjustment. Here it is pertinent to mention that PPP is pass through for
all the DISCOs (varisble cost) and its monthly references would continue to exist
irrespective of the financial year, unless the new Schedule of Tariff (SOT) is notified by the
GOP."

The Authority accordingly, keeping in view the devaluation of PKR vis a vis US$ and
increase in the prices of local gas, decided to deliberate the issue of revision of fuel price
references built-in the notified tariff, during instant proceedings of the quarterly
adjustments,

CEQ CPPA-G, on the issue, submitted that a comprehensive report regarding PPP
Projections for the FY 2019-20, developed by using SDDP tool, has been submitted to
NEPRA, therefore, instead of revision of fuel price references only to accommodate gas
price increase and exchange rate variations, separate proceedings may be carried out by the
Authority, to determine the entire PPP for the FY 2019-20 afresh, in light of the report
submitted by CPPA-G.

The Authority considers that the report submitted by CPPA-G requires detailed
deliberations, and the same will be considered by the Authority in separate proceedings,

Regarding concerns raised by the Petitioner for charging of quarterly tariff adjustments
from all consumers including any new consumer, the quarterly adjustments, as explained
earlier, pertain to variations of pass through items and are calculated from the reference
costs built in the base tariff of XWDISCOs viz a viz actual costs invoiced by CPPA-G to
DISCOs, based on actual consumption as per the Authority's allowed targets of T&D losses
and recovery. Capacity costs of Generators, UoSC of NTDC and Market Fee of CPPA-G are
billed te DISCOs based on their actual MDIs during the period, whereas impact of T&D
loses on FCAs and variable O&M cost, is charged as per the rates approved by the Authority
based on actual units procured by DISCOs during the same period. The same variations or
assessment of quarterly adjustment is recovered from future projected units keeping in

>\ View the per unit impact of variations, On the concerns raised by the Petitioners regarding
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charging of quarterly adjustments from such consumers, who were not having electricity
connections/ consumption during the period to which the quarterly adjustment pertains,
the Authority understands that quarterly adjustments primarily includes fixed costs of the
system, which do not arise because of any specific consumers rather for the system as
whole, therefore, needs to be passed on to all the consumers, who are part of the system,
The Authority also understands that in case of any consumer exiting the system, fixed cost
is borne by all the remaining consumers resulting higher ariff for the remaining
consumers, therefore, on the same analogy, if any new consumer becomes part of the
system, the benefit of that new consumer should also be shared by the remaining existing
consumers,

Regarding quantum of adjustments notified and being recovered over and above the figure
approved by NEPRA in its decision for quarterly tariff adjustments, section 31(7) of NEPRA
Act, 1997 will be relevant which is repreduced as under:-

31 (7) Notification of the Authority's approved tariff, rates, charges and other terms and
conditions for the supply of electric power services by generation, transmission and
distribution companies shall be made by the Federal Government in the official Gazette,
within fifteen days of intimation of the final taniff by the Authority:"

From the plain reading of the above legal provision, it is very much clear that the
Netification of the Authoriry's approved tariff is to be made by the Federal Government.

It is also a fact that the impugned adjustments have now become past and closed transaction
and further quarterly adjustments are in field,

ORDER

[ Based on the above, the Authority hereby determines the following Revenue
requirements of each of the XWDISCOs for the FY 2017-18 inclusive of PPP
adjustments for the period from July to December 2018 {including impact of T&D
losses on FCA) ;
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II. Consequently, Annex-II (Estimated Sales Revenue) and {Annex-III) Schedule of
Electricity Tariff of each XWDISCOs attached with the Authority’s decision dated
December 19, 2018 in the matter of Motion filed by the Federal Government with
respect to Recommendation of the Consumer-end Tariff shall be replaced with Annex-
IT (Estimated Sales Revenue) and Annex-III (Schedule of Electricity Tariff)
respectively attached with this decision. Here it is pertinent to mention that as per the
Schedule of Electricity Tariff (Annex-1II) of each XWDISCOs, Tariff under Colum A
and E shall remain applicable till December 31, 2019 only. Column C shall also cease
to exist after December 31, 2019 and thereafter only Column A, B and D shall remain
applicable. Column D shall also cease to exist after fifteen (15) months from the date
of notification of the instant decision. Thereafter, only Column A and B shall remain
applicable, till the same is superseded by next notification.

III. Category wise component of the allowed quarterly adjustment of each XWDISCO
along-wx/th the uniform rate is attached as Annex-1 with the instant decision,

70.  Interms of Section 31(7) of the NEPRA Act, order of the Authority along with Annex-I, I
and 111 attached 1o this decision are intimated to the Federal Government for notification

in the official Gazette.
AUTHORITY
" Rafique Ahmed Shaikh Engr. A%quood Anwar Khan
Member Member
R

Chairmin
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