National Electric Power Regulatory Authority

Islamic Republic of Pakistan
2nd Floor, OPF Building, G-5/2, Islamabad
Ph : 9206500, 9207200, Fax : 9210215
E-mail: registrar@nepra.org.pl.

Registrar

No. NEPRA/TRF-108/IESCO-2008/846-848
November 24, 2009

Subject: Decision of the Authority in the Matter of Reconsideration Request of Federal
Government regarding Monthly Ad justment of Power Purchase Price (PPP)
for Islamabad Electric Supply Com any Ltd. (IESCO) [Case No. NEPRA/TRF-
108/IESCO-2008 (3)] - Intimation of Decision of Tariff pursuant to Section 31(4) of
the Regulation of Generation, Transmission and Distribution of Electric Power Act

(XL of 1997)

Reference: Ministry of Water & Power letier No. 4(18) May&June/2009 dated
12.10.2009.
Dear Sir,

In continuation of this office letters No. NEPRA/TRF-108/IESCO-2008/9045-9047
and No. 9062-64 dated 11.09.2009 whereby decisions of the Authority in respect of monthly
adjustment of Power Purchase Price variation fot the months of May and June 2009 were sent
and subsequent Federal Government’s reconsideration request vide above referred letter.
Please find enclosed herewith modified decision of the Authority along with Annexes-1 & II
(04 pages) in the matter of power purchase price adjustment for Islamabad Electric Supply
Co. Ltd. for May and June, 2009 against Case Na. NEPRA/TRF-108/[ESCO-2008.

2. The decision is being intimated to thd Federal Government for the purposes of
notification of adjustments in the Power Purchase Price through the official Gazette pursuant
o Section 31(4) of the Regulation of Generation, Transmission and Distribution of Electric
Power Act (XL of 1997) and Rule 16(11) of the National Electric Power Regulatory
Authority Tariff (Standards and Procedure) Rules, 1998.

3. Please be informed that earlier decision of the Authority stands revised to the extent as
detailed in Annex-I & Il needs to be notificd in the official Gazette.

Enclosure: As above. %

( Syed SafeerHussain )

The Secretary

Cabinet Division
Government of Pakistan
Cabinet Secretariat
Islamabad

cc: 1. Secretary, Ministry of Water & Power, Islamabad.
2. Secretary, Ministry of Finance, Islamabad




: Case No. NEPRA/TRF-108/IESCO-2008
Decision of the Authority in the Matter of Monthly Adjustment of Power Purchase Price (PPP) for
Islamabad Flectric Supply Company Limited (IESCO)
The Authority while deciding the monthly power purchase price adjustment for the months of
May and June 2009 dated 11% September 2009 observed that PPP included Rs. 6.80 billion and Rs. 6.835
billion respectively, charged by Central Power Purchasfmg Agency (CPPA) on account of difference

between the marginal cost charged to KESC and the revisq}d rate subsequent to Authority’s decision giving
KESC the status of a DISCO for charging pool price for the electricity supplied from NTDC. The Authority
also noted that CPPA included markup on delayed payment to IPPs to the tune of Rs. 3.31 billion and Rs.
177.31 million under Energy charge and Rs. 300.744 milli m and Rs. 49.042 million under Capacity charge
for May and June 2009 respectively. These charges were jshown as previous months’ adjustment. Having
substantial amount of adjustments, the Authority decide{i to defer the adjustment on this account and

directed CPPA to seek guidelines from GOP in this regard. i

The GOP in terms of Section 31(4A) of Regulationiof Generation, Transmission and Distribution of
Electric Power Act, 1997 sought reconsideration of the ‘Authority’s decision in this regard. The GOP
requested to allow adjustment of KESC marginal cost differénce and markup on delayed payment to IPPs on

L |
the grounds that these were the legitimate costs and were related to fuel cost component.
|

The Authority has carefully examined the GOP’s rquuest for reconsideration of its earlier decisions
for the months of May and June 2009. The Authority is of the opinion that the GOP’s request does merit
reconsideration. In view thereof, the Authority has decidFd to allow KESC marginal cost difference and
markup on delayed payment to IPPs relating to the fuel charges only while the markup on delayed payment
to IPPs of Rs. 300.744 million and Rs. 49.042 million pertaining to capacity charge would be considered at
the time of quarterly determination. The earlier decision of the Authority for the months of May and June
2009 has been modified to this extent. The revised power |purchase price adjustment attached as Annex-I
and Annex-II for May and June 2009 respectively is being intimated to the Federal Government for
notification in the official gazette in accordance with Section 31(4) of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997 [XL of 1997].
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Decision of Shaukat Ali Kundi, Member (NWFP) in the matter of
Request of Government of Pakistan for Reconsideration of Authority’s Decision
with respect to Monthly PPP Adjustment for the

]JM Months of May and June 2009 (IESCO)

my judgment the GoP’s reconsideration request regarding Authority’s decision
with respect to monthly Power Purchase Price (PPP) Adjustment for the months of May and

June 2009 does not merit admission and reconsideration on the following grounds:

e The request being time barred under sub-section (4A) of Section 31 of the NEPRA
Act, with no provision in the NEPRA Act empowering the Authority for

condonation of such delay.

¢ It is the responsibility of the power purchaser (CPPA) to ensure timely payments to
the power producers. Therefore, payment of any consequential cost like mark up on
delayed payments to IPPs would burden the consumers for no fault of theirsﬁ/7nd is

against the spirit of section 31(2) (d) of{the NEPRA Act, hence not justified. 6*\
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DN PYAN W

(Shaukat Ali Kundi)—7" 9. %37
Member (CA)




Annex-I

Islamabad Electric Supply Company Limited
Adjustment for Power Purchase Price
For the Month of May 2009

( PPP(Act)_PP})(Ref) )

(1-1)

APPP =+

Where:

APPP is the variation in Power Purchase Price including fuel price
variation in terms of Rs./kWh purchased occurred in a month against the
reference PPP.

PPP (acy is the actual PPP (Rs. 6.2905/kWh purchased for May 2009) during
the month for which the adjustment i required to be made.

PPP (zep is the reference power purchase price (PPP) of Rs. 5.4486/kWh.
Lis the target losses which are 11% for FY 2008-09.

Replacing values in the formula we get,

APPP = (6.2905-5.4486)/(1-11%)
APPP = Rs. 0.9459/kWh

According to the decision of the Authority, the impact of variation in the
power purchase price shall not be passed on to the lifeline residential consumers.
The ratio of lifeline residential consumers in/ IESCO’s total sales is around 2.11%.
The adjusted APPP shall be calculated as under:

APPP =0.9459/(1-2.11%)
APPP =Rs. 0.97/kWh

The impact of change in the power purchase price will be calculated
according to the following formula:

PPP Adjustment = + APPP x|U(C)
Where:

U(C) are units consumed by the consumer during the month for which the
adjustment is required to be made.




Islamabad Electric Supply
Adjustment for Power
For the Month of

Annex-II

Company Limited
Purchase Price
June 2009

PPPyc) )

:i( PPP(,.)~

(1-

APPP

Where:

APPP is the variation in Power P
variation in terms of Rs./kWh purcha
reference PPP.

PPP (4c is the actual PPP (Rs. 6.1746/k
the month for which the adjustment i

PPP ey is the reference power purcha;

Lis the target losses which are 11% fo

Replacing values in the formula we get,

APPP
APPP

(6.1746-5.4486)/(1-11
Rs. 0.8157/kWh

According to the decision of the Aut
power purchase price shall not be passed on
The ratio of lifeline residential consumers in
The adjusted APPP shall be calculated as und

APPP =0.8157/(1-2.11%)
APPP =Rs. 0.83/kWh

The impact of change in the powe
according to the following formula:

PPP Adjustment = + APPP x

|
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