Government of Pakistan
Ministry of Energy
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Islamabad, the 13 January, 2026.

NOTIFICATION

S.R.0. 42(1)/2026. - In pursuance of section 31 of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of 1997),
the Federal Government is pleased to direct that the following further amendments
shall be made in its notification No. S.R.O. 379(1)/2018 dated the 22nd day of March,

2018 as amended from time to time, namely:-

In the aforesaid notification, the Schedule Of Electricity Tariffs determined by National
Electric Power Regulatory Authority (the “Authority”), inclusive of GoP Tariff
Rationalization, of Gujranwala Electric Power Company (GEPCO), is substituted with
the final tariff dated 12" January, 2026, intimated by the Authority, based on uniform
tariff determined by the Authority in terms of sub-section (4) of section 31, both of
which the Federal Government is pleased to notify as Annex-A-1, Annex-B-1, Annex-
A, Annex-B in terms of sub-section 7 of section 31 of the Act. Provided that any
modification in the targeted subsidy shall accordingly be reflected in the applicable
variable charge specified in Annex-A-1, Annex-B-1 from time to time.

Furthermore, the National Electric Power Regulatory Authority decisions dated 7t
January,2026 in respect of GEPCO and decision of power purchase price
determination dated 7™ January, 2026, is also hereby notified.

This notification shall come into force on and from the 1%t day of January, 2026.







National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5/1, islamabad.
Tel: +92-51-9206500, Fax: +92-51-2600026
Web: www.nepra.org.pk, E-mail: registrar@nepra. org.g!;

Registrar

No. NEPRA/R/ADG(Tf)/TRF-100/ /€0 ¢-23 Tanuary 12, 2026

DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FILED BY THE
FEDERAL GOVERNMENT UNDER SECTION 7 AND 31(7) OF THE NEPRA ACT

1997 ( THE ACT) READ WITH THE RULE 17 OF NEPRA (TARIFF STANDARDS

AND PROCEDURE) RULES, 1998 (THE RULES) WITH RESPECT TO
RECOMMENDATION OF CONSUMER END TARIFF

Subject;

Dear Str, »

Please find enclosed herewith the subject Decision of the Authority (total 18 Pages). The instant
Decisior including Annex-A & A-l, B &B-1and Cis intimated to the F ederai Govemment for notlﬁcatlon

in terins of Section 31(7) of the Act.

2. Further, the Federal Government while notifying the instant Decision, shall also notlfy the individual

Decisions of the Authority issued in the matter of each XWDISCO along WIth Declslon of Power Purchase

Price (PPP) F orecast for the CY 2026 dated 07.01 2026

Enclosure: As above

(Wasim Anwar Bhinder)
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Ministry of Energy (Power Division),

‘A’ Block, Pak Secretariat,

Islamabad
opy to:
Secretary, .Mr. Shehriyar Abbasi,
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8th Floor, EFU House, Main Gulberg,
Jail Road, Lahore
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lHouse, Dr. Zai-ud-din Ahmad Road, Karachi

Secretary,

Energy and Power Depariment,

Government of Khyber Pakhtunkhwa,

First Floor, A-Block, Abdul Wali Khan Multiplex,
Civil Secretariat, Peshawar

Secretary,

Energy Department,
Government of Balochistan,

Civil Secretariat, Zarghoon Road,
Qlletta -

Secretary,
Water & Power,

Government of Gilgit Baltistan,
Near Kara Kuram International Univer31ty,
Gilgit

CE ief Executive Oﬁ'lcel ,
Central Power Purchasing Agency Guarantee
f[m,tﬂd (CPPA-G), Shaheen Plaza, 73-West,
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECQ), 426/A, PMA Link Road,
Jinnahabad Abbottabad

Chief Executive Officer,

Sukkur Electric Power Company Ltd. (SEPCO),
SEPCQ Headquarters, Old Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (KEL),

KE House, Punjab Chowrangi,, ;o
39 - B, Sunset Boulevard, Phase-II,

Defence Housing Authority, Karachi

Chief Executive Officer,

-. Hyderal::ad Electric Supply Company Ltd. (HESCQ),

WAPDA Water Wing Complex, Hussainabad,
Hyderabad

Chief Executive Officer,

Tribal Areas Electric Supply Company Ltd.
(TESCO), 213-WAPDA House, Shami Road, Sakhi
Chashma, Peshawar. . o

Chief Executive Officer,
Peshawar Electric Supply Company Ltd. (PESCO),
WAPDA House, Sakhi Chashma, Shami Road,

.Peshawar

Chief Executive Officer,

Islamabad Electric Supply Company Lid. (lBSCO),
Street No. 40, G-7/4,

Islamabad

Chief Executive Officer,

Faisalabad Eleciric Supply Company Ltd (FESCO),
Abdullahpur, Canal Bank Road,

Faisalabad

Chief Executive Officer, )
Gujranwala Electric Power Company Lid.
(GEPCQ), 565/A, Mode! Town G.T. Road,
Gujranwala

Chief Executive Offi icer,
Lahore Electric Supply Company Ltd. (LESCO),
22-A,Queen's Road, Lahore

Chief Executive Ofﬁcer,
Multan Electric Power Company Ltd. (MEPCO),
Complex, WAPDA Colony, Khanewal Road,

Chief Executive Officer,
Quetta Electric. Supply Company Ltd. (QESCO),
14-A Zarghoon Road, Queta '

Multan
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gm}gra Decision of the Authorfty regarding motion filed by Federal Government under
% ‘ Saction 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEFRA (Tariff standards
s and procedure) Rules, 1998 with respect to recommendation of Consumer end tarllf

NEPRA determined annual tariff adjustments / indexation and Multi Year Tariffs of
XWDISCOs, for the CY 2026 vide decisions dated 07.01,2026, In addition, the Authority also
determined Power Purchase Price forecast for the CY 2026 vide decision dated 07.01.2026. A
summary of the component wise revenue requirement of each XWDISCO determined by the

Authority, for CY 2026, is reproduced hereunder;
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2. The said decisions were intimated to the Federal Government, for filing of the uniform tariff

application, in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (hereinafter, “the Act”), The Federal Government was
also requested to notify these decisions in terms of Section 31 of the NEPRA Act, whlle
notifying the uniform tariff application decision of the Authonty

In response, the Ministry of Energy (MoE), Power Division (hereinafter, “MoE (PD)” or “the
Petitioner”), vide letter No, Tariff/MYT 2025-26 dated 08.01.2026, filed Motion with respect to
the recommendation of consumer end tariff for XWDISCOs and K-Electric for the CY 2026,
under section 7 & 31 of the Act, read with Rule 17 of the NEPRA Tariff (Standards and

Procedure) Rules, 1998 (hereinafter, “the Rules”).

The MoE (PD) in its Motion stated that National Electricity Policy, 2021 (hereinafter, “the
Policy”) approved by the Council of Common Interests, provides under Clause 5.6.1 that the
financial sustainability of the sector is premised on the recovery of full cost of service, to the
extent feasible, through an efficient tariff structure, which ensures sufficient liquidity in the
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ﬂ%ﬂ'ﬁlr Decision of the Aufboniry re;éardlhg motion filed by Federal Government under
' Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff staua-’am's
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sector' and under Clause 5.6.4 stites that in due Gourse, financial self-sustainability will
eliminate the need for Government subsidies (except for any subsidies for lifeline, industry or
agriculture consumers, as per prevailing Government considerations). The Policy further states
that in view of various parameters, including (a) the socio-economic objectives; (b) budgetary
targets in field; and (c) recommendations of the Regulator with respect to consumer-end tariff
for each State-Owned Distribution company, the Government may continue to propose
uniform tariff across the consumers and regions. In pursuance thereto, the Regulator shall, in
consumer interest, determine a uniform tariff (inclusive of quarterly adjustments) for all the

State-Owned Distribution companies.

The MoE (PD) also stated that Section 31 (4) of the Act provides that the Authority shall, on
the basis of uniform tariff application, determine a uniform tariff for public sector licensees,
engaged in supply of electric power to consumers, in the consumer’s interest, on the basis of
their consolidated accounts. Accordingly, the Authority has been determining the uniform
tariff to be charged from the consumers, including the impact of targeted subsidy and inter
DISCO tariff rationalization / cross-subsidies, under the Act. The latest uniform tariff in field
for XWDISCOs was determined by the Authority through its determination dated July.1, 2025
and was notified vide SRO 1157 to 1167 (I)/2025 dated July 1, 2025,

It was also mentioned that the Federal Government considered the schedules of tariff
recommended by NEPRA for each XWDISCO for all categories of consumers dated 07.01.2026,
and decided that as per the Policy, the uniform tariff should be made applicable per the
provisions of section 31 (4) of the Act. Accordingly, the uniform tariff, being reflective of
economic and social policy of the Federal Government and based on the consolidated revenue
requirement approved and determined by the Authority for XWDISCOs (owmed and
controlled by the Federal Government), has been submitted for consideration and approval by
the Cabinet on 08.01.2026 and in anticipation of the approval, the same is submitted to the
Authority for consideration in terms of Section 31 of the Act along with the targeted tariff
differential subsidy.

It has further been stated that inter-distribution companies tariff rationalization is not aimed at
raising any revenues for the Federal Government, as it is within the determined revenue
requirements of the XWDISCOs consolidated in the terms of section 31 (4) of the Act. The
tariff rationalization enables the fulfilment of the parameters set forth in the Constitution as
well as the Policy. Once considered and approved, the same will Iead to determination of
“uniform final tariff’, in terms of section 31 (7) of the Act, for notification by the Federal
Government with effect from 01.01.2026, to the extent of modification of existing rates notified
via SRO.1157 to 1167 (1)/2025 dated 01.07.2025, read in conformity with earlier issued

applicable notifications.

Further, in accordance with the Policy, the Federal Government may maintain a uniform
consumer-end tariff for K-Electric and State-Owned Distribution companies (even after
privatization) through incorporation of direct / indirect subsidies. Accordingly, the Federal
Government’s applicable tariff for K-Eleciric consumers will also be consistent with the
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10.

11

proposed uniform national tariff of XWDISCOs. The same has been also submitted for approval
of the Federal Government and in anticipation of the approval, the same is submitted to the
Authority for consideration in terms of the provisions of the Act,

In light of the above, instant Motion has been filed by the Fedexal Government with respect to
Consumer End Tariff Recommendations of XWDISCOs under section 7 and 31 of the Act read
with Rule 17 of the Rules, so as to reconsider and issue the uniform schedule of tariff of
XWDISCOs, by incorporating targeted subsidy and, inter distribution companies tariff
rationalization pursuant to guidelines for the category of each of NEPRA determined notified
rate (inclusive of subsidy/tariff rationalization surcharge/ inter disco tariff rationalization).

Further the Motion is also being filed with respect to Federal Government's applicable
Consumer End Tariff Recommendations for K-Electric consumers, under section 7 and 31 of
the Act read with Rule 17 of the Rules, so as to maintain uniform tariff across the country. The
Authority is requested to issue revised Federal Government’s applicable Schedule of Tariff for
K-Electric Consumers to be notified with effect from 01.01.2026 in the official gazette by way
of modification in SRO No 575(1)/2019 as modified from time to time.

Subsequently, the MoE (PD), vide letter dated 12.01.2026 conveyed the decision of the
Cabinet, vide case No.7/Rule-19/2026/22 dated 11.01.2026, whereby the Cabinet approved the

proposals as under;

a. * Approve the uniform tariff of XWDISCOs, owned and controlled by -the Federal -
Government, being reflective of economic and social policy of the Federal Government
and based on the consolidated revenue requirement approved and determined by NEPRA
for XWDISCOs (inclusive of targeted subsidy and inter-distribution companies tariff
rationalization). '

b. Authorize Power Division for submitting reconsideration / uniform tariff application
request to NEPRA in terms of section 31 of the Act.

c. Authorize Power Division to notify the uniform tariff so determined by NEPRA and
recommended by it as "final tariff", Power Purchase Price decision dated 07,01.2026 and
XWDISCOs determination dated 07.01.2026 for notification in the official gazette, with
effect from 01.01.2026 to the extent of modification of existing rates notified via SRO 1157
to 1167 (1)/2025 dated 01.07.2025, read in conformity with earlier issued applicable
notifications.

d. Approve the application of Federal Government’s applicable rate as mentioned for X-
Electric consumers by way of tariff rationalization in order to maintain uniform tariff
across the country with effect from 01.01.2026.

e. On the same pattern of XWDISCOs, authorize Power Division to approach NEPRA for
issuance of Schedule of Tariff for K-Electric consumers to extent of Federal Government’s
applicable rates only and upon approval of NEPRA, the same may be notified with effect
from 01.01.2026, in the official gazette by way of modification to the extent of Ferenal
Government’s applicable rates in SRO No. 575 (I)/2019 as medified from time to time.




Decision of the Authority regarding motion fled by Federal Government under

?é"eg'ﬁ Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tarif¥ standards
ﬁs«-%’ and procedure) Rules, 1958 with respect to recommendation of Consumer end tariff
12. The Authority, in order to provide a fair opportunity to the Federal Government to present its

13.

14,

15,

16.

case and other relevant stakeholders, decided to conduct a hearing in the matter which was
scheduled on 12.01.2026 at NEPRA Tower Islamabad along with ZOOM. Notice of hearing was
published in newspapers on 09.01.2026 and also uploaded on NEPRA. website along-with copy

of Motion filed by the MoE {PD).

The hearing was held as per the schedule on 12.01.2026, wherein the Federa]l Government was
represented by Additional Secretary, MoE (PD), along-with team from PPMC and CPPA-G.
Representatives from XWDISCOs, K-Electric, media, Industry, and general pubhc were also
present during the hearing.

The MoE (PD) during the hearing reiterated its submissions made in the Motion and also
presented briefly on' tariff mechanism and how each component of the tariff-is adjusted
through periodic adjustments such as FCA, QTA and annual adjustment/indexations. It
submitted that base tariff is an indicative tariff and the consumers pay the delta between the
base tariff and the actual costs through monthly and quarterly adjustments.

The MoE (PD) presented the following comparison of PPP (excluding UoSC) and its break-up
in terms of EPP and CPP over-the years.
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It was explained that over the years, determined unit sales have gone down from 113 bkWh in
FY 2023 to projected 101 bkWh in CY 2026, primarily due to influx of solar net metering and
off-grid solar, The capacity of net metering and off-grid solar has increased to 6, 539 MW and
12,629 MW (as per the study carried out by PPMC) respectwely, which has an impact of
around Rs.3.5/kWh on grid rates.
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17. The MoE (PD) further stated that total revenue requirement of XWDISCOs for the CY 2026, as
determined by NEPRA, has decreased by Rs.142 billion, as compared to FY 2025-26, resulting
in reduction of Rs.0.62/kWh in the average base tariff for the CY 2026. While explaining the
reasons, the MoE (PD) highlighted that major reason for reduction in average rate is decrease
in the Power Purchase Price (PPP) for the CY 2026, as compared to FY 2025-26, as detailed

below;
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18. The MoE (PD) explained that although average tariff has been reduced by Rs.0.62/kWh,
however, the reduction in tariff has been eaten up by change in sales mix, as the quantum of
subsidized consumers has increased exponentially from 9.5 million consumers in FY 2022 to
20.71 million consumers, as of June 2025, With this shift, the consumption for such subsidized
consumers has also increased from 8,527 MKWhs in FY 2020-21 to 19,711 MKWhs as of June

2025, as mentioned below;
LU
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19. The MoE (PD) also submitted that despite this change in sales mix, the Federal Government
has decided to maintain the existing applicable tariff for each category of consumers, and out of
“total determined revenue requirement of Rs.3,379 billion, an amount of Rs.248 billion, would

be picked up by the Federal Government as subsidy, as detailed hereunder:, - -
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20. Various commentators during the hearing, raised their concerns about the proposed increase in
tariff by the MoE (PD). Wiritten comments were also received from Mr. Rehan Javed, an
industrial user from Karachi. A summary of the written comments from the commentators are
as under;

v Selective and Discrim.inatory Application of Base Tariff Reduction

The recently approved PKR 0.62 per unit reduction in base tariff has not been passed on to
industrial consumers. This selective withholding is unjustified and discriminatory, When
base costs decline, relief must flow uniformly.

v' Excessive and Unsustainable Industrial Cross-Sﬁbsidy

Industrial tariffs continue to carry an estimated PKR 5-7 per unit cross-subsidy. This
policy-driven burden has rendered Pakistani industry regionally uncompetitive. Removal
of this cross-subsidy would immediately reduce tariffs to 9-10 US cents per unit, restoring
competitiveness and supporting exports. Continuing this approach while seeking export
g.rowth reflects a policy contradiction.
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v" Misuse of Uniform Tariff Concept

Uniform tariff is being used to conceal inefficiencies rather than correct them. Costs are
being socialized upward through industrial tariffs instead of addressing DISCO

inefficiencies.

v Structurally Flawed Industrial Tariff Design

The tariff structure ignores the distinction between 8-hour and 24-hour industrial
operations. Continuous industries improve load factor and grid stability, yet receive no
recognition. Failure to rationally structure B2, BB and B4 categories discourages efficient

demand behavior.

v’ Penalization of Higher Voltige Consumers

Higher voltage B3, B4 consurmers are charged equal or highex tariffs despite imposing lower
system costs through reduced losses and infrastructure use. This violates cost-of-service
principles, discourages efficiency, and perpetuates higher system losses.

v" Absence of Demand-Side Strategy

«

Despite surplus capacity and rising capacity payments, there is no credible strategy to sell
electncu:y as a product. Tariff design suppresses demand and accelerates grid exit. Without
correctlon, grid hollowmg will conntinue.

Mr. Rehan Javed, dunng the hearing, reiterated his written comments.

APTMA submitted that the inclusion of cross-subsidy in the off-peak tariff for B3 and B4
industrial consumers renders the tariff uncompetitive in international markets. It was
contended that electricity tariffs in competing regional and global markets range between
5 to 9 US cents per kWh, whereas the prevailing industrial tariff in Pakistan stands at
approximately 12.90 US cents per kWh, as submitted by the Mm.lstry of Energy. APTMA
further submitted that protected residential consumers are being heavily subsidized, the
burden of which is being cross-subsidized by industrial consumers.

Mr. Aamir Sheikh, Mr. Rehan Javed; Mr. Asim Riaz, and Mr. Arif B1IWam opposed the
continuation of cross-subsidy being borne by industrial consumers. They submitted that 2
rationalized and lower industrial tariff would enable industries to expand operations,
enhance export competitiveness, and generate employment. It was further argued that
industrial growth would indirectly uplift low-consumption residential consumers through
increased economic activity, while sm:mltaneously reducing the fiscal burden of subsidies
borne by the I‘edera.l Govemment

Mr. Arif B11wan.1 also. requested that the peak and Off-peak rates should be abohshed to the
extent of industry. :

Mr, Aamir Sheikh further subm1tted that a reduction in the reference tariff on account of
PPP could potentially lead to positive periodic ad]ustm.ents, thus leading.to increase in

i.ndustrial ;ari.{’f.
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v Mr. Asghar Khattak submitted that effective CD management remains critical and
emphasized that improved governance and utilization of funds recovered through the PHL
surcharge could help alleviate reliance on cross-subsidization by industrial consumers.

v M. Rehan Javed also submitted that as per CD report for September 2025, there is a loss of
Rs. 87 billion on account of losses and Rs 84 billion on account of under recovery by
XWDISCOs from July to September 2025, He further added that CD is being paid by the
consumers through DSS of Rs 3.23 /KWh, which should not have been there if the tariff
setting was appropriate and power sector was performing better.

The MoE (PD) provided its written response on the comments submltted in writing as well as
raised during the hearing by stakeholders are as under;

v’ Selective and Discriminatory Application of Base Tariff Reduction

There is no change in base tariff of any consumer category / slab, therefore there is no
selective or discriminatory treatment with industries. The reduction in NEPRA rate has
been absorbed by a substantial change in domestic consumer mix towards low-tariff
protected class. Accordingly, the national average applicable rate has also been decreased

by Rs. 0.66/unit.
v Excessive and Unsustainable Industrial Cross-Subsidy .

NEPRA. has determined the tariff of all categories / slabs at their cost of service.
Accordingly, the true picture reflects industrial cross subsidy of Rs. 4/unit. Since June 2024,

" the industrial cross subsidy burden has already been reduced by Rs. 123 billion. The
Federal Government is making further efforts to reduce the cross-subsidy burden from
industrial sector gradually.

v' Misuse of Uniform Tariff Concept

The uniform tariff is designed to ensure national tariff equity and systern stability while
comprehensive reforms are undertaken to address DISCO inefficiencies through stricter
performance benchmarks, enhanced regulatory oversight, loss-reduction targets, and
governance improvements. The Federal Government remains committed to protecting
industrial competitiveness and to transitioning toward a tariff regime where efficiency
gains are transparently reflected and inefficiencies are systematjcally eliminated.

v Structurally Flawed Industrial Tariff Design & Penalization of Higher Voltage Consumers

The tariff for B4 industrial category is lower than the B3 industry which is again lower
than the B2 industrial consumers, taking into account both variable and fixed charges,

which is in line with the efficiency economic principles.

v Absence of Demand-Side Strategy

The rapid growth of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being
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Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards

% Decision of the Authority regarding motion filed by Federal Government under
’ and procedurs) Rules, 1998 with respect to recommendation of Consumer end fariff

22,

23.

24,

25,

26.

27.

implemented, including an incremental incentive package aimed at enhancing demand and
optimizing the utilization of surplus capacity. '
The Authority has thoroughly examined the submissions made in the Motion, comments of the
stakeholders and available record and noted that as per the section 31(4) of the Act, the
Authority has been mandated to determine a uniform tariff as reproduced below;
31. Tariff - (4) Subject to sub-sections (2) and (3), the Authority shall, on the basis of uniform
tariff application, determine a uniform rariff for public sector licensees, engaged in supply of
electric power to consumers, in the consumer's interest.

_Further, the Policy under Clause 5.6.3 states that the Regulator shall in public consumer

interest, determine a uniform tariff (inclusive. of quarterly adjustments) for all the state-owned
distribution companies. Additionally, Government may maintain a uniform- consumer-end
tariff for K-Electric and state-owned distribution companies (even after privatization) through
incorporation of direct / indirect subsidies.

The Authority also observed that the Petitioner in its Motion and also during the hearing has
submitted that inter disco tariff rationalization is not aimed at raising any revenues for the
Federal Government as it is within the determined consolidated revenue requirement of all the
XWDISCOs for the CY 2026, rather the Federal Government would be providing a submdy of
around Rs.248 billion to different consumer categories during the period.

In light of the above and keeping in view of the relevant provisions of Act & Policy and the
fact.that the uniform tariff proposed by the Federal Government is within the determined
consolidated revenue requirement of all the XWDISCOs for the CY 2026, the Authonty has no

objection in approving the Motion.

In view of the aforementioned discussion, the Authority has determined uniform tariff as
required under section 31(4) of the Act, which is attached herewith as Annex-A & A-I. The
Uniform Tariff so determined by the Authority includes impact of PYA. of Rs.71.572 billion, to
be passed on in a period of twelve months from the date of notification of the instant decision.
Therefore, after a period of one year from the date of notification of the instant decision, the
uniform tariff after excluding the impact of PYA is attached herewith as Annex-B & B-I, which
would become applicable. I‘or K-Electric, the apphcable uniform tariff is attached as Annex-C.

Here it is pertinent to mention that the MoE (PD) has submitted to apply the tariff for both
XWDISCOs and K-Electric consumers w.e.f. 01.01.2026, The Authority understands that
NEPRA determined the revenue requirement / tariff for XWDISCOs for the CY 2026 i.e.
January to December. If the tariff is not notified w.e.f. 1 January, it may result in under/over
recovery of the allowed revenue requirement which would be adjusted in the next year’s tariff
as prior year adjustment. Thérefore, in line with section 31(3)(a) which statés that tariffs should
allow licensee the recovery of any and all costs prudently incurred to meet the ‘demonstrated
needs of their ¢ustomers, it would be appropriate to charge the tariff with effect from 1=
Ianua.ry for the relevant year. The Authonty thus, agrees with the request of the Mok (PD) to
apply the tariff w.e.f. 01.01.2026.




Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tarlff standerds

]
P
%“wm § Decision of the Autborlly regarding mation filed by Federal Government under
ot A2 and procedure) Rules, 1998 vwith respect to recommendation of Consumer end tarlff

The Federel Government while notifying the instant declsion, shall also notify the individual
decisions of the Authority fssued in the matter of each XWDISCO along-with decision of

Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01.2026.

_ AUTHORITY KUA [ / )

Engr. Magsood Anwar Khan

28,

Y

Amina Ahmed -
* Member ' : Member
7
o
Waseem Mukhtar
Chairman
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B3-TOU Py - . . e 4314 BIT 5379 2981 iL08 ELY T 3449 15,13 38.98 - 8709 34,38
B3 -TOW (Gikpoak) . 1.250 30,10 2883 1937 4419 24,00 j0.47 16.34 15,98 2053 2148 2.0 19,92
04+ TOU {Paak} : ! - . 4510 (e ] .07 67.87 35.39 31407 1.0 2203 3503 35.58 e 3,57
B4 - TOU {Olf-peas) - 1,250 3484 2.2 2.2 1800 2853 2021 0,47 21.27 %7 2570 28,13 280
7 Supply - 5,000 - 45,69 45,14 34.33 5283 40,42 3223 FIE:] 3244 3748 .58 23,58 34.08
TFolal kndusiral Yo
Single Polnt Supply Lt
C1ia} Supply ot 400 Voltstoss Inpn & kY 2,000 . 328 5130 017 51,55 32,08 .67 M. 20,84 §0.43 Fr 7Y SR TY T 3345
CH{t) Supply ot 400 Valls-axcaoding 5 kW - 1,250 1942 nn w27 23,04 1053 1718 1749 1543 2742 120 1247 2114
Time of Uso (TG - Poak ©o. - 30,82 40.28 2000 49,38 30,02 28.5¢ 2406 2870 7 45,20 4.7 gE ]
Timo of Usa {TU) ~ OfF-Peak . 1,250 2447 42,94 2188 43,03 2107 2249 2H 2045 3252 .53 17.92 2834
C2 Supply ol 11k’ - 4,250 0,42 38.50 16,90 38,75 52,25 1167 10,20 16.14 213 33.08 a5t 218
Timo of Use (TOU) - Peak : T - 3342 5217 343 5203 125 a4 M W43 12 4833 20.57 T4
Thma ol Usa (TCU] - OliPoak - 1,250 17.38 3508 1518 1598 17.02 15.42 1582 3.8 2616 .41 Har : 180
€3 Supply above ¥ KV . 1,250 2821 4528 2542 45.52 2120 2581 20.08 23,88 51 11,32 2680 | osaT
‘Tima ¢f Uso {TOU] - Pagk . - 3794 s5.01 3555 5528 28,88 3855 2504 nR LITY 5145 N 25,05
Timo of Use {TOU) - ONf-Peak - 1,250 2028 4317 2347 43,88 2542 23.07 2413 22.04 3250 TT 18.71 2348
Tetal Singlo Paint Supply
jeullural Tubc-walls - Tad(l 0
Scap . - 2%5.18 42,00 23.02 43.51 28 22,94 2134 10,82 FEET] 25,04 10.08 1”2
Thno of Use (TGU) - Poak - - 2217 3306 1997 4040 10,41 26.10 $3.00 18,54 40 3978 1507 LTV T
Timo of Use (TOA) - OMPeak - 400 20.00 SR 1.7 a2z 1784 17.93 1505 14.28 212 uss 1250 FIR]]
Agreutual Tube-walls - 400 3240 L] ands 31.20 w18 3047 279 2z #.03 a7 25.68 nas
Tima of Usa (TOU) - Paak . . 18,59 5383 .28 5441 1398 3428 3288 ac.a8 Wy 51,81 2848 4.8
Tima af Usa (Tou] « Off-egk . 400 26,58 48,17 2572 £0.30 28,39 2070 26,840 20.50 37,30 48,85 2489) . 39.05
Taial Ag i .S
Pubike Lighting - Yodlf & 2,000 . w73 47.04 2758 48.33 2718 2177 21 24,08 3 45.38 2. 22
Residoniial Golonles - 2,009 . HTH K247 24 43,57 2252 FERT] 2313 19.4% 1307 40,72 1mn 2370 |
Faliway Traclion 2,000 . - . . . 2548 B 26.08 . - - . LT
Tait K - AJK . 1,290 - . 2288 - . B - 2205 . B 18.55 .08
Thme of Usa (TOL3 - Pork . . . - 2928 . - . . 2588 . - 24,88 2004
Timo of Use (TOU} - OfF-Prak - 1,240 2 . 24.58 . . . - 21,18 - . 2018 140
Todft & -Hawal Lob 2000 - - - . . . - . 20.25 . - . 25.26
Pro-paid Supply Tarl t-
Reskdantial 40.62 5517 EEXE] .5 T 3824 38,06 2482 4228 T I TET 4085
-h2 197 50.58 2003 521 an 28.34 277 450 3748 553 .54 20,85
Gonerat Sorvices - A3 3519 55.15 13,79 E7.38 3282 127 3249 210 4814 5407 27.60 3123
Ingusidet anig 18.00 2848 s5.00 440 24,8 2381 20.32 EIR] 2007 023 .08
Singhe Poinl Supgly 25.10 {853 2188 [T 2484 2529 2592 2343 M52 4259 19,88 2794
Agricullin Tube-wails - Tadi D 33.25 50.24 3203 3508 3440 3501 32.10 26.28 41.67 L] 29,32 804
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Annex-C

GoP Applicable Schedulls of Tariff for K~Electriec Consumers

axen———w— GoP Applicable Uniform ----s==~---

% R
‘ %"‘ifa«"ﬁ‘%f: T Sl i | Pixed Charges| Fixed Charges | Variable Charges
; @ﬁ%‘%‘?‘" FONELRI IR | (Re/Con/M) | (ReAW/M) |  (Ra/kWh)
Ridtc S SPER I TERR A
A-1 Genersl Supply Tarlff - Resldeatial
Upto 50 Units (Lifeline) - - 3.95
50-100 Units {Lifeline) - - 7.74
1-100 uniss {Protected) - - 10.54
101208 units {Protected) - - 13.01
1-100 units - - 2244
141-200 unlts - - 28.91
201-300 units - - 33,10
301-400 unies 200 - 37.99
401-500 units 400 - 40.20
501-600 unlts 600 - 41.62
601-700 units 800 - 42,76
Abave 700 units 1,000 - 47.69
Time of Use
Peak 1,000 - 46.85
Off-Pezk . 4053
E-1 (i} Temporary Residential 2,000 - 57.94
A-2 General Supply Tariff - Commercial
For sancrioned load less than 5kW 1,000 - 37.44
For sanctioned load 5k'W & Above - 1,250 39.76
Paik - - - 4382
-Off-Peak - 1,250 35.15
E-1 (if) Temporary Commercial 5,000 - 5344
[tectric Vehicle Charging Station (EVCS) - - 2357
|A3 Ganeral Services B 1,000 | - 42.48 |
B - Industxial Supply Tariff
" |B-1 legs than SKW / 25 kW (ac 400/230 volts) 1,000 - 30.80
Peak 1,000 - 36.74
Off-Peak - - 30,05
-2 3-500 kW / 25-500 kW (at 400 vols) - ’ - 1,250 30,73
. Peak - - 36.68
" Qff-Peak : - 1,250 2741
B-3 for all Toads upto S00KW {at 11, 33kV) - 1,250 31.00
Peak - - 36.68
_ Off-Peak - 1,250 2824
B-4 for all loads (at 66kV, 132KV and above} - 1,250 30.43
Peak - - 36.68
Off-Peak - 1,250 27.96
B-5 for all loads (at 220kV & above)
Peak - - - 36.48
* Qff-Peak - 1,250 27,13
E-2 (i) Temporary Industrial 5,000 - 42,25




Annex-C

[ GoP Applicable Schedule of Tariff for K-Electrlc Consumers i
————— — GoP Applicable Uniform, ==---~-----=
Sy .
ey Fixed Charges| Fixed Charges | Variable Charges
i ""?-‘{ (Rs/Con/M) | (Re/KW/M) (Rs./kXWh}
C - Bulk Supply Tariff
C-1 For supply at 400/230 Volts
a) Sanctioned load less than SKW 2,000 - 43.39
b) Sanctioned load 5kKW and upto 500kW - 1,250 40.63
Peak - - 4631 |
Oft-Peak - 1,250 37.54
C-2 For supply ac 11,33KV upo and mcludmg SOOOkW - 1,250 40.57
Peak - - 4631
Qff-Paak - 1,250 36,03
C-3 For supply at 132 kV and above upto and including S000kW - 1,250 40,77
Peak - - 46.31
Olf-Peak - 1,250 35.76
E-2 (ii} Tempotary Bulk Supply
(a) at 400Volts 5,000 - 46.06
{b) at 11kV 5,000 - 46.06
D - Agriculture Tariff °
D-1 For all loads - 400 28.90
1>-2 For alk loads ~ Time of Use ' :
Peak - - 29.54
Off- Peak - 400 28.69
Tt -sub-total -
G- Pub[ic HE_EE_ .
meet nghtlng B 2,600 | -] 4291 §
H- Resl‘denl:la] Colonies \e
IResidentiJal Coloni&s attached to Induserial Premises | [ 2,000 | - 42,10 |

Note: The uniform GoP applicable rate for prepald metering category mentioned in Annex-A-1would also be appl[cable to K-

‘Electric pmpald CONSuUmers.




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPﬁA Tower, Attaturk Avenue {East), G-5/1, Isiamabad,
Tei: +92-51-9206500, Fax: +92-51-2600026

Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk
No .NEPRA/R/ADG(Tr{)/TRF-619 & TRF-620/ 46l January 07, 2026
Subject:  Decision of the Authority in the matter of Motion for Leave for Review filed by Guiranwala
Electric Power Company (GEPCO) against decision of the Authority dated 14,06.2025 in
the matter of Annual Adjustment/Indexation of tariff for FY 2024.25
,
Dear Sir,

Please find enclosed herewith the subject Decision of the Authority (total 05 pages).

31(7), then the Authority shall notify the same in the official Gazette pursuant to Sestion 3 1(7) of NEPRA
Act, '

Enclosure: As above mbm \_)CWCLU

(Wasim Anwar Bhinder)
Secretary,

Ministry of Energy (Power Division),

‘A’ Block, Pak Secretariat,

Islamabad

Copy to:

Secretary, Ministry of Finance, ‘@’ Block, Pak Secretariat, Islamabad

Mr. Shehriyar Abbasi, Deputy Secretary, Cabinet Division, Cabinet Secretariat, Islamabad

Secrefary, Energy Department., Government of the Punjab, g* Floor, EFU House, Main Gulberg, Jail Road,

Lahore

4. Managing Director, Nationa] Grid Company (NGC) of pakistan, 414 WAPDA House,
Shaharah-e-Qau id-e-Azam, Lahore

5. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited {CPPA-G), Shaheen Plaza,

- 73-West, Fazl-e-Hagq Road, Islamabad,

6. Chief Executive Officer, Gujranwala Electric Power Company Lid. (GEPCO), 565/A, Model Town, G.T.
Road, Gujranwala .

7. Chief Executive Officer, Independent System and Market Operator (ISMO) of pakistan, Pitras Bukhari

Road, Sector H-8/ 1, Islamabad

L.).h_)-—-



e Determination of the Authority in che matter of MLR filed by
SigRg  GEPCO against Authority's decision i the matter of sunual adjustment/ indexation of Tariffof FY 2024-25
el

e —
Decision_of the Authority in the matte of Motion for fo s filed by Guj
Rlectric Power Compary (GEPCO) against decision of the Authority’s dated 14,06.2025 in the
matter annual gd'msl:ment[ indexation of Tariff for the FY2024-25

1. The Authority determined Multi Year Taxffs (MYT) of Gujranwala Flectric Power
Company Limited (GEPCO) (herein referred to as "Petitioner”) fora period of five years ie,
from FY 2020-21 to FY 2024-25, separately for both its Disribution and Supply of power
functions vide taniff determinations dated 02.06.2022, The tariff so determined was notified
by the Federal Government vide SRO dated 25,07.2022. The Authority subsequently, under
the allowed MYT framework, determined GEPCO's annual adjustment / indexation for the
FY 2024-25 vide decision dated 14.06.2025 (Impugned Decision).

9. The Petitioner being aggrieved with the said decision of the Authoxity, filed a Motion for
Leave for Review (MLR} , which was subsequently adrnitted by the Authority. To proceed
further in the matter, the Authority decided to conduct a hearing in the matter. Notice of
hearing was accordingly issued to the Petitioner, to present its case before the Authority.
The hearing was held on 04.11.2025, at NERPA Towex, Tslamabad.

3. The Petitioner raised following issues in the MLR;

i. Determination of PYA & DM zxelating to RORB is on the Jower side caused by the
erxoneous deduction made from Revised-RAB i.e., Rs.884 million,
i, Lessdetermination of Salaries, Wages & Other Renefits due to 15% Ad-hoc allowance,
instead of 20% & 25% respectively of Rs.374 million,
iii, Frroneous calculation of Provision for Post-Retirement Benefits by ignoring the
compliance made by GEPCO of Rs.4,764 million.
tv. Omission of replacement Cost of Meters as “expense” relating to FY 2020-21 & 2021-
27 as PYA of Rs.885 million.
v. Sales Mix Variance for FY 9022-23 has not been allowed despite compliance made

with respect to pravision of requisite data.

4, The Petitioner’s submission on each igsue is as under;

5.  Determination of BYA & DM relating to RoRB iz onthe lower side
For XY 2022-23

v The Authority while determining RORB for FY 2022-23 of Rs.6.076 erroneously
deducted an amount of Rs.6,916 million representing Plan Assets (Investment in
Employees Retirement Benehits Fund) from the total amount of Revised-RAB.
Similarly, Meters Cost Capitalized of Rs.1,314 million for the FY 2022-23 has alsc not
been included in Revised-RAB, Due o the above, a reduction in RORB amounting to
Rs, 702 million has occurred.

Tor FY 2024-25

v ‘The Authority while determining RORB for FY 2024-25 of Rs. 10,501 has taken
Opening Balance of Fixed Assets incorrectly as Rs. 93,533 million instead of Rs. 95,295
million causing a composite reduction in RORB amounting to Rs, 1,926 million.
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Determination of the Authority in the matter of MLR filed by
GEPCO against Authority’s decision in the matter of annwal adjustment/ indexation of Tariff of FY 2024-25

Similarly, the quantum of “Deferred Credits” for the FY 2024-25, has not been
determined correctly, over-determination of Rs.1,744 million.

v Detailed caleulations are shown below with complete workings

Min, Rs,
NEPRA Caleulation GEPCQ Calculation
Descripion | 2022-23] 2023-24]2024-25] 2022-23 [ 2023-24| 2024-25
Fixed Assets O/B 83756 92383 93533] 83756 02383 93,208
Addidon gez7| 2912  4asoa]  egar] 2912 4303
Fixed Assets C/B 92,383 95295 98.035] 92.383] 95293 99798
Depreclation 30,978 33798 36961 s0.978] 33798] _36.961)
Net Fixed Asscrs 61405 61,497 61,074 61,405] 61,497] 62,837
Caplial WIP C/B 2.640]__11,995] 18551 10870 20.224] 26781

Fixed Assels Ine, WIP 64,046] 73491 79.626] 72275 81,721| 89618
Loss: Deferrod Credits ] 29,004 35,1371 18,639]  29,004| 35,137] 18,639

Total 35,042) 38.355] 60.586; 43,272] 46,584 70,978
Revised - RAB 35,586 36.698] 49,6701 39,701 44,928] 56.78]
WACC 17.07% 21,1457 17.07% 21,14%
RORB on Assets 6.076] 10,501 6,778] 12,427
Calculation of Capita} WIP
Min, Rs.
Dosexiptlon WEPRA Caleulation GEPCO Crlculation

2022-2312023-2412024-2512022-23{2023-2412024-35
Copital WIP {OF) 8,452 2,640 11.994) 8452 10,870] 20224
Additon Capital WIP 9,683 12,266] 11.060F  9.583] 12,266] 11,060
Less Caplalization -3,542 -2,912| -4,503] '-3,542 =2,013]  -4,503
Caplut WIP (CB) 14,593 11.294‘ 16,551  14,593] 20,224| 246,781
Loss Excoss Tnvestment| 11,553 - =| 3,723 - ~
Capital WIF (CB) 2.6-‘_[9] 11,994! 18,5531 10.870] 20,224| 26,781

Calculation of Exce vestment

M. Rr,
Daserlption NHUPRA Caleulatlon GEFCO Colewlation
202373 | 202334 | 200425 | 2022-23 | 200323 | 2004-35
Addlilon In Asss 19,901) 12,268 11,060  14.50i] 12.266| n.oml
Additicn In Phn Assots 6916 - | - +

Towt Addabon/Actual Invesument | 21,817] 12,264 u,g 14001 12,965] 11,060

Less: Albwed Tmvestmeny In MYT | 9,854 -12\'266| 10,060 -9,864) -12.266] -11,060
Less: Mowers Cophalized - . L I 1K = -
Escess [nvestiment/Adjusiment 11,953 | - a3 - -

The Petitioner requested the Authority to allow RORB as PYA & DM as follaws:

Min. Rs.
Akeady
Description Allowed in To B Difference
Allowed
Decinion
RORB-PYA FY 2022-23 6,076 6,778 702
RORB-DM FY 2024-25 10,501 12,427 1,926
RORB-Deferred Credit FY 2024-25 - ~1,744 -1,744
Total 884
Less determination of Salari ages & Other ben

The Petitioner submitted that the Authority determined amount of Salaries, Wages 8 Other
Benefits for the FY 2024-25 based on Ad-hoc allowance of 15% on provisional basis and
stated that since the increase being allowed for the FY 2024-25, are on provisional basis,
therefore, the same shall be adjusted subsequently, based on actual Pay & Allowances as
announced by the Govt. in the Federal Budget for the FY 2024-25. Accordingly, as in the
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Determination of the Auchority in the matter of MLR filed by
GEPCO against Authority’s decision in the matter of apnual adjustment/ indexation of Teriff of FY 2024-25

Federal Budget for FY 2024-25, the Ad-hoe allowance of 20% & 25% has been announced,
the revised amount of Salaries, Wages & Other Benefits works out as follows:

Min. Rs,
Description NEPRA|GEPCO|Difference
Base Figure {Determined mount for FY 2023-24) 13,702] 13,702 -
5% Annual Inerement Impact 249 249 -
15% Ad hoc & 20% / 25% Ad hoe 747] 1,121 374
Indexed Figure for FY 2024-25 14,698 15,072 374

Provision for Post-retivement henefits

The Petitioner stated that the Authority although bas acknowledged that reasonable
compliance with the direction of the Authority has been shown by the Petitioner, however,
contrary to the above, the Authority while calculating the PYA, erroneously deducted an
amount of Rs4,764 million relating to Provision for Post-Retirement Benefits (the
Authority has taken Benefits paid for the FY 2020-21 to 2022-23 and Transfarred to Account
has been taken up-to February 2024 only) as follows:

Mln. Rs,
Year FY 21 t0 23
Allowed Amount 35,581
Benefits Paid 13,126
Transferred to Account 17,692
Shortfall in Deposit deducted 4,764

GEPCO subruitted that it has made compliance with the direction of the Authority up-to
30.06.2024 as under, and as there is no shortfall up-to 30.06.2024, the Authority is requested
to allow the deducted amount of Rs. 4,764 million.:

M. Rs.
Years 2020:2F | 202122 | 2022-23 | 2023.24 | Tatal |
Amount Allewed by 1he Authogily 10,543 11,937 13,131 9,227 44.508'
Complisnce by GEPCO up to 30-06-2024:
Less: Post Retirement Benefits Paid 3,643 4238 5.244 6,088 19,214
1.£55: Contribution Made (o Pension Funid 6,704 19,128] 25,825
| Sub Total 3,643 4.238)  11,948] 25.210] 45,038
Excess amount Paid vp to 30.06.2024 11

Cost of Meters as “expense” relating to FY 2020-21 8 2021-22 as PYA

The Petitioner submitted that in the MYT Determination for the period from FY 2020-2]
to 2024-25, the Authority has neither allowed the cost of replaced meters in O & M nor in
RORB. The Authosity advised GEPCO to capitalize the cost of replaced meters instead of
expensing it out, The Authority further directed that the cost of replaced meters will be
allowed once the compliance with the directions will be made regarding capitalization of
costs. In the determination for FY 2024-25, the Authority noted that the Petitioner as per
directions of the Aunthority has capitalized cost of meters as part of its distribution equipment
in the Financial Statements for the FY 2022-23, under note to the accounts 4.1.2, The
Authority has further mentioned that since, the Authority has trued up the RORB of the
Petitioner for the FY 2022-23, based on its Audited RAB, in line with the mechanism
prescribed in the MYT, impact of cost of meters capitalized by the Petitioner has beenb‘}
i
2

accounted for in the revised RORB.
QAF [}\m\iﬂr« A
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v However, the Authority has omitted to incorporate the cost of Replaced Meters for Y 2020-
2] & 2021-22 amounting to Rs. 885 million (552+333 respectively) as expense and Rs.1,314
million for FY 2022-23 as allowed investment.

v The Petitioner requested that after compliance of the direction as per Note No. 4.1.2, the
amount of Rs.1,314 million for FY 2022-23 should be included in “allowed investment” and
the amount of Rs.885 million for FY 2021 & 2022, be allowed under the head “repair &

maintenance”.

Sales Mix variance for FY 2022-23

v"  The Petitioner has claimed an amount of Rs.4,224 million as Sales Mix Variance for the FY
2022-23 as per mechanism prescribed by the Authority and bas submitted compliance with
NEPRA. directions given in the Decision of Annual Indexation / Adjustment FY 2023-24,
vide its request for Annual Indexation / Adjustment FY 2024-25, wherein complianée to the
direction related to reconciled data of sales mix was submitted, However, the Authority
have stated that no such reconciliation was submitted by the Petitioner and accordingly
disallowed the sales mix variance of FY 2022-23 till the time, the Petitioner complies with
the direction of the Authority and submits the reconciled data tll FY 2022-23. The
Petitioner stated that the requisite reconciled data along with all details is again attached
with MLR, therefore, the Authority js requested to allow the amount of Sales Mix of
Rs.4,224 million accoxdingly.

7. ThePettioner accordingly requested the Authority to review Impugned decision and allow
the following;

i. Rs.884 million may be allowed as the Authority's Determination of PYA & DM
relating to RORB is on the lower side caused by the erroneous deduction made from
Revised-RAB;

i, Rs.374 million may be allowed being less determined Salaries, Wages & Other
Benefits due to 15% Ad-hoc Allowance instead of 20% / 25%;

iii. Rs.4,764 million may be allowed being Erroneous calculation of Provision for Past-
Retirement Benefits by ignoring the compliance made by GEPCO;

iv. Rs.885 million may be allowed for Replacament Cost of Meters as “expense” relating
to FY 2020-21 & 202]1-22 as PYA as the petitioner made compliance of the Authority’s
directions regarding capitalization of Meters costs;

v. Rs.4,224 million of Sales Mix Variance for the FY 2022-23 may be allowed as
compliance made with respect to provision of requisite data.

8. The Authority has analyzed the subrnissions of the Petitioner and the workings shared by
the Petiioner under each head.

9. Regarding the issue of RoRB, the Authority has reworked the RoRB of the Petitioner for the
FY 2022-23, FY 2023-24 and FY 2024-25 and the impact thereof bas been made part of the
Petitioner PYA, while determining the tariff for the FY 2025-26.

10. On the point of Salaries & Wages, the Aurhority noted that as per the MYT determination
of GEPCO, the reference costs allowed for Salaries 8& Wages shall be adjusted every year

s 3
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with the increase announced by the GoP, being beyond the Petitioners control, for the
respective year till the time the Petitioner remains in the public sector. In view thereof, the
impact of increases announced by the Federal Government subsequently i.e., after the tariff
determination in term of Adhoe allowances, amounting to Rs.374 million, are being allowed
to the Petitioner as part of PYA, while determining the tariff for the FY 2025-26.

11. Regarding, amount of pension benefits, the Authority observed that as per the data/
information provided by the Petitioner an amount of Rs.4,764 million has been deposited in
the fund, Accordingly, the Authority has decided to allow the deposited amount of Rs.4,764
maillion to GEPCO as part of PYA, while determining the rariff for the FY 2025-26.

12. Regarding cost of meters, the Authority observed that the Petitioner as per its MYT
determination was' directed to capitalize the cost of meters instead of expensing out and
aecordingly, the Authority while assessing the R&M costs of the Petitioner for the FY 2020-
21, excluded the amount related to Meters from the actual cost of R&M of the Petitioner for
the TY 2019-20, The Petitioner as per the audited financial statements has started
capitalizing the cost of meters since FY 2022-23, therefore, while truing up of the RoRB of
the Petitioner for the FY 2022-23, FY 2023-24 and FY 2024-25, the impact of capitalization
has already been accounted for as part of RAB. For the FY 2020-21 and FY 2021-22, since
these costs have not been capitalized, therefore, the Authority is constrained to maintain its
earlier decision and accordingly no cost on account of replacement of metexs is allowed.

13.  On the point of sales mix, the Authority noted that the Petitioner has already been allowed
sales mix variance of Re.4,224 million, for the FY 2022-23 as part of its interim tariff for the
FY 2025-26, and accordingly while working out the final tariff for the FY 2025-26, the said
amount has also been made pazt of tariff for the FY 2025-26 as PYA.

14. The decision of the Authority is intimated to the Federal Government for notification in the
official Gazette under Seetion 31(7) of the NEPRA Act.

AUTHORITY
Amina Abmed : Engr! Mugstod Anwar Khan
Member A Member
v
Waseem Mukhtax
Chairman
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of uniform tariff application in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997. The instant determination of the Authority along-with order
part, be also notified in terms of Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of the

Authority.
| NQM Joaw

Enclosure; As above

(Wasim Anwar Bhinder)
Secretary :
Ministry of Energy (Power Division),
‘A’ Block, Pak Secretariat
Islamabad

Copy to:

1. Secretary, Ministry of Finance, ‘Q’ Block, Pak Secretariat, Istamabad

2. Mr, Shehriyar Abbasi, Deputy Secretary, Cabinet Division, Cabinet Secretariat, Islamabad

3. Secretary, Energy Department., Government of the Punjab, 8" Floor, EFU House, Main Gulberg, Jail
Road, Lahore

4, Managing Director, National Grid Company (NGC) of Pakistan, 414 WAPDA House,
Shaharah-e-auid-e-Azam, Lahore

5. Chief Executive Officer, Central Power Purchasing Agency Guarantee Ltd. (CPPA-G), Shaheen Plaza,
73-West, Fazl-e-Hag Road, Islamabad

6. Chief Executive Officer, Gujranwala Electric Power Company Ltd. (GEPCO), 565/A, Model Town,
G.T. Read, Gujranwala

7. Chief Executive Officer, Independent System and Market Operator (ISMO) of pakistan, Pitras Bukhari
Road, Sector H-8/1, Islamabad



e Determination of the Authority in the matter of MYT Petition
ﬂl’rl'-?g of GEPCO fpr Distribution Tsriff under che MYT Regime
N sy 08 .

National Electric Power Regulatory Authority
(NEPRA)

PETITION NO: NEPRA/TRF-619/GEPCO/MYT-Distribution/2025

DETERMINATION OF DISTRIEUTION TARIFF PETTTION
i FOR '
GUJRANWALA ELECTRIC POWER COMPANY LIMITED (GEPCO)
FOR THE FY 2025-26~ FY 2029-30
UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Islamabad
T vary O, 2026

- 1|Page



Determination of the Authority in the matter of MYT Pedition

21{'&‘?} of GEPCC for Distribution Tariff under the MYT Regime
Abbreviations
CpGenCap The sumfnation of the capacity cost in respect of all CpGe'ncos for a billing
period reinus the amount of liquidated damages received during the months
ADB Asian Development Bank
AMI Advance Metering Infrastructure
AMR Automatic Meter Reading
BoD Beard of Director d_
BTS Base Transceiver Station
CAPM Capital Asset Pricing Model
CDP’ | Common Delivery Point
COSS Cost of Service Study
CPPA(G) Central Power Purchasing Agency Guarantee Limited
CTBCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress
DIIP Distribution Compa_n;r Integrated Investment Plan
DISCO Distribution Company
DM Distribution Margin
Dor Distribution of Power:
ELR Energy Loss Reduction
ERC Energy Regulatory Commission
ERP Enterprise resource planning
FCA Fuel Charges Adjustment
TY Financial Year
GIS Geographical Information System
GOP Government of Pakistant
GWh Giga Watt Iours
‘HHU Hand Held Unit
HT/LT High Tension/Low Tension
HSD High Speed Diesel
IGTDP Integrated Generation Transmission and Distribution Plan
IESCO Islamabad Electric Supply Company Limited
KIBOR Karachi Inter Bank Qffer Rates
KSE Karachi Stock Exchange
KV Kilo Volt
kW Kilo Watt
kKwh Kilo Watt Hour
Lec - Late Payment Charges
MDI Maximwn Demand Indicator
MMBTU One million British Thermal Units
MoWP Ministry of Water and Power
MVA Mega Volt Amp
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MW Mega Watt
NEPRA National Electric Power Repulatory Authority
NQOG Network Operation Centre '
NTDC National Transmission & Despatch Company
O8ciM Operation and Maintenance
OGRA Qil and Gas Regulatory Authority
PEPCO Pakistan Electric Power Company
GEPCO Gujranwala Electric Power Company Limited
PDEIP Power Distribution Enhancement Investment Program
PP Power Distribution Program
PPA Power Purchase Agreement
PPAA Power Procurement Agency Agreement
PPP Power Purchase Price
PYA Prior Year Adjustiaent
R&M Repair and Maintenance
RAB Regulatory Asset Base
RE - Rural Electrification
REO Residual Fuel Oil
RLNG Re-gasified Liquefied Natural Gas
RoE : Return on Equity
RORB Retum-on Rate Bage
ROR Rate of Return
SBP State Bank of Pakistan
SOT ‘Schedule of Tariff
STG Secondary Transmission Grid
SYT - Single Year Tariff
T&D Transmission and Distribution
TFC Term Finance Certificate
TOU Time of Use
TOR " | Term of Reference
TPM Transfer Price Mechanism
USCF The fixed charge part of the Use of System Charges in Rs./kW/Menth
UOSC - | Use of System Charges
"WACC ‘Weighted average cost of capital
WAPDA . ‘Water and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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Derennination of the Authority in the matter of MYT Petition
of GEPCO for Distribution Tariffunder the MYT Regime

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
GUJRANWALA ELECTRIC POWER COMPANY LIMITED (GEPCO) FOR
DETERMINATION OF DISTRIBUTION TARIFF UNDER MYT REGIME FOR THE FY
2025-26-2029-30

CASE NO. NEPRA/ TRF-619/GEPCO/MYT-Distribution/2025

PETITIONER
Gujranwala Electric Power Company Limited (GEPCO), 565-A, Model Town Gujranwala.

INTERVENER
Nil

COMMENTATOR |
NIL

REPRESENTATION
GEPCO was represented by its Chief Executive Officer along-with its Technical and Financial
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ﬂﬂﬁm ; of GEPCO for Disutbution Thriffunder the MYT Regime

1. Background

1.1. The Authority awarded a Multi-Year Tariff (MYT) to Gujranwala Electric Power Company
(GEPCQ), for a period of five years starting from 1% July 2021 61 30 June 2025. Upon expiry
of ite MYT on 30.06.2025, GEPCO (hereinafter also called as “the Petiioner”), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions for the
determination of its Distribution and Supply of Electric Power Tariffunder the MYT Regime
for another period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of Rule 3 (1)
of Tariff Standards & Procedure Rules, 1998 (hereinafter referred as “Rules”). .

1.2. - GEPCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses. However, the petitions were filed with considerable
delay i.e. on 29.04.2025, and were based on the requested numbers of Investinent and T&D
losses. GEPCO also requested for grant of interim tariff for the FY 2025-26, in order to allow
for timely rebasing of consumer-end tariffeffective July 1, 2025, as considerable time would
be required to finalize the MYT petitions, The Authority acceded with the request of
GEPCO and granted an “Iiterim tariff”, vide decision dated 23.06.2025 for FY 2025-26,
sub]ect to adjustment and/ or refund, based on the final determination of the Authorlty in
the matter of MYT petitions of the Petitioner.

1.3. The Peunoner. inter alfa, requested the following distribution margin for its distribution of
power function for the five years control period;

Mirpin - :

" Pay & allowances _ Re. Ml | 10321 11,346 12472 | 13711 15072
Emplyees benefits Rs. Mln 2,128 2,339 2,572 2,827 3,108
Post-retirement Benelits Rs. Min 10,361 9.843 9.351 8,883 8,433
“Pravelling expenses Rs, Mia 346 371 393 418 439
Regalrand Malotenance . |Rs, Mln 1.867 2,001 2,146 2,254 2,368
Vehicle expenses Rs. Min 1,079 1,157 1240 - [ 1,308 1,359
Otber Rs, Min 446 478 513 . 539 565

Fotal O&M Costs Re. Min | 26,548 27,535 28,692 29,935 51,360
[Depreciation Rs. Min_| 469 5,452 6,361 7,208 8124
Return on Rate Dase Rs. Min 8,575 10.567 12,551 14,031 14,775
Gross Distribution Margin  |Rs, Min 39,819 48,554 47,604 531,174 54,259
Less: Other Income R¢. Min {1,625) {1,788) {1,967) {2,163 . (2,380
Net Distribution Margin Rs. Min | 38,154 41,766 45,637 49,001 51,879
Projecied Sales —__Jgwn 10,619 10,566 10,533 10,520 10,514
[Requested Tariff . RsJkWh] 3,60 3.95 433 466 - | 493

2. Proceedings

2.1, Interms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such cests has to be made part of the consumer end tariff, therefore, the Authority,
in order to provide an opportunity of hearing to all the concerned parties and to meet the
ends of natural justice, decided to coniduct & hearing in the matter.

2.2. Hearing in the matter was scheduled on November 04, 2025, for which notice of admission

5iPage

/ heanng along-with the title and brief description of the petition was published in the
newspapers on 25.10.2025, and also uploaded on NEPRA website; Individual nouces were
also issued to stakeholders/ interested parties.
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Determination of the Authority in the matter of MYT Petition
of GEPCO for Disaibution Thriff under the MYT Regime

Issues of Hearing

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

arguments;

. Whether the request of Petitioner to allow MYT for a period of five years is justified,
considering the fact that distribution license is valid till April 20227

i,  ‘Whether the projected energy purchases and sales are justified?

iii.  Whether the requested/projected O&M cost {including new/replacement hiring) is

justified and what are the basis for such projections?

iv.  Whether there should be any bifurcation of O&M on the bsis of controllable and

uticontrollable costs?

=

Whether the requested/projected amount under heads of Other Income, Deprecations
and RORB based on WACC of 12,39% is justified?

vi.  What will be adjustment mechanism for future indexation of different components of

revenue requirement during the MYT? Whether there should any efficiency factor (X
Factor)?

Whether there will be any claw back mechanism or not?

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

Fﬂing__Qf_'_Q_bjectiom{ 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 no intervention request/ comments were received.

During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and financial teams. '

On the basis of pleadings, evidence/record produced and arguments raised during the
hearing, issue-wise findings are given as under;

Whether the projected energy purchases and sales are justified?

The Petitioner, in its petition submitted that the quantitative data presented in the
Distribution and Supply petitions is derived from GEPCO’s Business Plan for FY 2025-26 to
FY 2029-30 already submitted to NEPRA for approval, which includes detailed forecasts of
demand and losses. The préject’lons for demand, losses, and sources of units purchased as per
submitted Business Plan are as follows: |

Projecied demand and Lasaes {2023-24|2024-25] 20‘15-16r2026-27| 2027-28] 2028-29 [z029-38]
MBI (MWY 240 2444 2490 25460 2508 2.680[ 2755
Unity Prurehpend (MEWhH) 11,9441 11,858 11,650 11,585| 11,5431 11.522} 13,505
Unis Sold (MkWh) 10573] 10,802] 10.619] 10,568] 10533 10,520] 30,514
Unila Lost (MkWh) | 1,371 1,056 1,031 1019 1,010 1,002 99§
Unhis Lost 9page 11.48%b B.Qm‘ij 8.85¢h B.g0%|  8.75% B.70%k E.SS%I
Source wise Purchates 2023-24 | 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30
From CPPA-G 2 11,413 11,601] - 11,343; 10.803| 10,457 10.104 9,715
From Head Marala 19| 19 19 19) 19 12 19
From Chisswali [¥]| 14 14 14 14 13] 14
From Mer Metexing . 100} 224 474 749 1,052 1,385 1,751

“Tatol 11,944) 11.858] 11.650] 11,5851 11,843 11.522] 11.509 ' g"
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PPP Projactions ?:i?i!di mf{“ﬂﬁ | 2075-26) 2026-27 | 2027-28 2028-29 | 2025-30
Encrey Charges 127,350 104.769] 1099760 101.833] 92918 53561 90,580
Copaciry Charges 168,007 193335] 193,158} 189,533 201415 204,220 203,603
Use of System Charges 16,120 16103 1446d] s4.608] 15903 16855] 17985
Marker Operatlon Fea 101 114 120 172 137 151 185

Tatal 309,508 3724,134] 317,718] 306.095] 310,376] 314,857] 312,333

5.2.

5.3.

5.4,

5.5

6.2.

T|Page

The Petitioner submitted that these projections provide a reasonable estimate of the
expected PPP over the petition period, derived from the Medium Demand Scenario outlined
in CPPA-G's “Power Purchase Price and End Consumer Outlook Report for FY 2026-2034".
However, it is important to highlight that these projections are indicative and subject to
NEPRA’s annual determination of PPP, which will incorporate actual market conditions,
including fluctuations in exchange rates, fuel prices, and demand patterns, Once
determined, the PPP will remain a pass-through cost, adjusted through NEPRA's established
monthly and quarterly mechamsms to ensure transparency, accuracy, and fairness for all
stakeholders,

GIEPCO submitted that for FY 2019-20 & MYT 2021-25, it has allocated entire Power
Purchase Price to its Power Supply Business and the Autherity also in Tariff Detexmination
FY 2019-20 & MYT 2021-25 has adopted the same principle, therefore Power Purchase Price
for the years 2025-26 to 2029-30 has been allocated to GEPCO Power Supply Business.

The Petitioner during the hearing submitted that the projected encrgy sales have been
arrived at on the basis of PMS based Demand Forecast and Energy Purchase has been
calculated accordingly after allowance of T & D Losses. The T & D losses are based on latest
independent 34 party study.

The Authority noted that PPP is the major component of consumer-end tariff', which
accounts for around $0% of total consumer-end tariff, The Authority has determined the
power purchases (GWhs) along-with its cost for each of the DISCOs through & separate
decision, therefore, for the purpose of instant decision, the power purchases (GWhs} of the
Petitioner as per the separate PPP decision, have been taken into zccount,

‘Whether the requeaste or a control period of five years is justified?

The Petitioner submitted that the petition has been filed in accordance with Rule 3(1) and
Rule 4(7) of the Rules and NEPRA Performance Standards (Distribution) Rules 2005, As per
Rule 17 (3) (1) of the Rules, tariff should allow the licensee the recovery of any and all costs
prudently incurred to meet the demonstrated needs of their consumers, The Petitioner also
submitted that it has filed Investment Plan and assessment of T&D losses for a period of five
years, which are under deliberation with the Authority.

The Authority observed the Petitioner has requested for a five years tariff control period, in
line with its five years investment plan, The Authority also noted that approval of the
investment plan and assessment of T&D losses of the Petitioner for the five year period is at
an advanced stage, therefore, to align the investment requirements of the Petitioner, with
it tariff determinadon, which is a tool to incur and recover the allowed amount of
investments, the Authority has decided to approve the tariff request of the Petitioner under
the MYT tariff regime for a control period of five years i.e, from FY 2025-26 till FY 2029-
30, The terms & conditions, given by the Authority, in the Distribution and SoLR license,
as modified from time to time, of the Petitioner would be applicable during the MYT control

period. ' | . : q_ ,m 7




Determination of the Authority in the matter of MYT Petition

T 3 "
Loz of GEPCO for Distribution Tariff under the MYT Regime
it reid

7.

8.1,

8.2,

8.3.

Whether the requested/projected Q8M cost (including new/replacement hiring) is justified
and what are the basis for such projections? ‘

Whether there should be sny bifurcation of ORM on_ the basis of controligble and

uncontrollable costs?

The Petitioner submitted that Distribution Margin is a pivotal aspect of the tariff structure,
ensuring that GEPCO can recover the necessary costs for providing reliable and efficient
power distribution services, The Petitioner submitted that the NEPRA Consumer-end-Tariff
{Methodology & Process) Guidelines 2015 emphasize the need to identify a base year for
determining a company’s revenue requirement. This base year, which can be a historical
financial year with actual or audited results, or a mix of actual and projected results, serves
as the foundation for tariff projections, For GEPCO's MYT period (FY 2025-26 to FY 2029-
30), it is proposed that the Audited Financial Statements of FY 2023-24 be used as the base
year, providing a solid basis for projecting the company's revenue requirements.

At its core, the Distribution Margin consists of the following components:
v" Operating & Maintenance (O & M) Expense;
¥" Depreciation; '
v Return on Rate Base;
v" and Other Income.

GEPCO requested approval from the Authority for the O8M costs for DoP and SoP for FY
2023-26, as detailed below, which are part of the MYT perjod {FY 2025-26 to FY 2029-30).
A smnmary of Petitioners submission is as under; .

v' Operating & Maiutenance (Q&M) Expenses

v

8|Page

Salaries, Wages & Other Benefity:

The Petitioner submitted that the head of Salaries, Wages, and Other Benefits, comprising
employees' pay, allowances, and post-retirement benefits, constitutes over 86% of GEPCO’s
total O&M costs, excluding depreciation. Employees of XWDISCOs, including GEPCO, are
hited on Government pay scales, making them subject to salary increases announced in the
Federal Budget. As such, Salaries and Wages costs are considered uncontrollable for DISCOs
operating under public sector rules.

GEPCO stated that it has adopted Audited Accounts for FY 2023-24 as the base year o
determine Salarjes and Wapges costs, given the current MYT control period will end on
30.06.2025. GEPCO proposes that gains or losses from the current MYT period should not
carry forward into the new MYT to ensure transparency and avoid distortfons.

The actual cost vinder Salaries and Wages (excluding post-retirement benefits) for FY 2023-
24 is Rs, 13,735 million: To project costs for FY 2025-26, the following adjustments have
been incorporated 20% / 25% salary increase as announced in the Federal Budget for Y
2024-25 and 5% annual increment,

The resulting projected cost for Salaries and Wages is Rs, 16,598 million for FY 2025-26,
covering both Distribution and Power Supply functons. Of this, Rs. 12,448 million and Rs,
4,150 million pértaing to the Distribution and Supply function, calculated using the
allocation methodology previously endorsed by NEPRA, GEPCO requests NEPRA to

S Mago
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approve Rs. 16,598 million as the reference cost for the MYT control period FY 2025-26 to
TY 2029-30.

v" Tor indexation of the cost, considering the fact that employees of GEPCO were hired on
Government pay scales, and any salary increase announced by the Federal Government in
the Federal Budget is applicable on the employees of the GEPCO, therefore, being un-
controllable cost, the Authority is requested to actualize the Pay & Allowances cost of
GEPCO, based on its audited accounts for the relevant year for its existing employees. The
impact of any such adjustment would be allowed as part of PYA in the next indexation /
adjustment request or tariff determination as the case may be. Further, Costs for new
recruitment will be allowed after the recniitment is completed, based on actual costs
incurred and quantified benefits.

Additional itrnen

v ThePetitioner submitted that the projected Salaries and Wages cost for existing employees,
which already accounts for amy new hiring completed up to 30.06.2024, it has not claimed
upfront costs for additional recruitment in this petition. GEPCO further submitted that it
recognizes NEPRA's decisions in recent MYT determinations for other DISCOs (LESCO,
FESCO, IESCO), where the Authority decided that costs for new recruitment will only be
allowed after the recruitment is completed, based on actual costs incurred and quentified
benefits. In alignment with these decisions, GEPCO will follow the same approach to
maintain consistency and regulatory compliance, GEPCO is committed to submitting the
requisite details of any hiring, including financial impact and associated benefits, in
subsequent adjustment or indexation requests for NEPRA’s consideration,

v" While GEPCO is not claiming the upfront costs for additional recruitment in this petition,
it is important to highlight that GEPCO has already submitted its Integrated Human
Resoutce Plan to NEPRA as part of the GEPCO Business Plan for FY 2025-26 to FY 2029-
30. '

aj Baseline
v" GEPCO submitted that it faces a significant challenge due to 6,868 vacant positions,
impacting its operational efficiency. The current workforce status is as follows;

. . . . . Grand
. Desr.;rip ton Officers Officials Total Totai
Tech|Non-Tech| Tech {Non-Tech] Tech [Non-Tech
Sanctioned | 358" 123 13,186 4544/ 13,544 4,667 18,211
- | Working 285 82] 9181 . 1795| 94686| . 1,877 11,343
73 - 41] 4005 2749 4,078 2,7901 . 6,868
Vacant 114 6,754 . 6,868
. 23.70% 38.09% a7.71%
b) Impact of Automation and Functional Improvement on HR Requirements

v In ozder to prepare future workforce reguirements, impact of automation and functionsl
improvements in coming years has been considered. The existing workforce yardsticks
prepared against number of consumers to be managed by an office is being reviewed in view
of functional improyements like ERP, AMI, SCADA and GIS etc. However, in order to
operate these new projects additional workforce is also required which has also been

considered.” ‘ )
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¢) Additional HR Requirements
Based on the current workforce position, anticipated consumer growth and future expansion
plans in GEPCO, following expansion in sectioned posts is proposed to emsure smooth,

reliable and efficient operations across departments of GEPCO,

Fundamental Requiraments:
1 fDivision 5 120
2 |Sub Divisions 39 4,017
| .2 |Ravenue oifice 3 165
4 |Gonstruction Sub Divisions 2 98
Total (Fandamental) — A 4,400
Optional Requirements:
1 |Circle 1 45
2 |Computer Cenze 1 51
3 |Construction Division 1 18
4 |M&T Division 1 26
Total (Optiopal) — B 140
Grand Total (A +B) 4,540
d) Updated Position of HR workforce requirement;

v’ Based on the current workforce position and proposed expansion in workforce of GEPCO,

updated workforce position will be as tabulated below;

- Officers Officials Total
.l?escnptmn Tech|Non-Tech| Tech | Non-Tech{ Tech |Non~-Tech Grand Total
Sanctioned | 410 129] 16,651 5,561] 17,061 5,690 22,751

v" Above sanctioned strength is based en current fundamentals, however, with gradual
expansion in network outreach, customer base and advent of CTBCM related interventions,
GEPCO may need to have moyre manpower,

v" GEPCO shall take all possible measures to. recruit suitable incumbents on vacant posts
arising due to the mismatch between sanctioned strength and actual working manpower.
However, such recruitment will be subject to approvals of BOD and submitting the requisite
details of any hiring, including financial impact and associated benefits, in subsequent
adjustment or indexation requests for NEPRA's consideration.

it emen: efits; i

v Regarding Post-retirement benefits the petitioner submitted that the head of Post-
Retirement Benefits includes employees’ pension, free electricity, and medical facilities. As
employees of XWDISCOS,_ including GEPCO, are hired on Government pay scales, any
pénsion increase announced by the Federal Government in the Budget is also applicable to
retired employees/pensioners of DISCOs,

v The Petitioner stated that it has complied with the Authority's previous directive to create

a separate fund for post-retirement benefits, This was done to ensure that the company
records its liabilities prudently, with the funds being tzansferred to a separate legal entity.
This approach ensures that the fund génerates its own profits, remains separate from
GEPCO’s routine operations, and reduces the Distribution Margin, which can lower the
consumer-end tariff in the long run.
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{n % of GEPCO for Distribittion Teriffunder the MYT Regime
Rs, Min
Years 2020-21|2021-2212022-23 | 2023-24] Total
Amount Allowed by the 10513] 11,937 13131 9,227 44,808
Authority
Compliance by GEPCO up to 30-06-2024:
Less: Post Retirement
Benchits Daid 3,643 4,238 5,244 7.693] 20818
Le.ss:l Contribution Made to _ A 6704 19121 25825
Pension Fund
~ ISub Total 3,643 47238 11,948] 25210 46,643
. |Boccess amount Paid up to 30.06.2024 1,835

v" Based on above the petitioner submitted that it has complied with the earlier directions of
the Authority and deposited excess amount in the fund over & above its actual payments.

v' The post-retivement benefits cost provision for FY 2025-26 is based on the actuarial
valuation report and the audited financial statements for FY 2023-24, which amount to Rs.
13,815 million and Rs. 10,361 million allocated to Distribution Business and Rs, 3,454
million allocated to Power Supply Business. Future indexations will follow the mechanism
defined by the Authority in Para 47 of GEPCO's MYT Determination, which allows post-
retirement benefits to be based on the actuarial valuatmn repozt or the latest available
audired financial statements. S

Repair & Maintenance (R&W) Costs:

v' Regarding R&M cost the Petitioner submitted that the adherence to service standards and
fmprovement in custdmer services are primarily dependent on the continuous repair and
maintenance (R&M) of thedistribution network. For the fiscal year 2025-26, GEPCO has
based its projections.on the costs reported In its Audited Financial Statements for FY 2023~
24, which serve.as the base year for estimating operational and maintenance (O&M)
expenses and other miscellaneous costs for the upcoming MY'T control period.

v ‘With the carrent MYT ending on June 30, 2025, GEPCO considers it prudent o rely on the
actual costs of FY 2023-24 amounting to Rs. 1,657 million when projecting R&M expenses
for FY 2025-26, This approach ensures that any gains or losses from the prior MYT control
period do not earry over into the new control period. After accounting for inflationary
adjustments reflected in the Audited Financial Statements for FY 2023-24, GEFPCO has
proposed an allocation of Rs. 1,905 million for R&M expenses for FY 202526, encompassing
both its Distribution and Supply Punctions while excluding meter-related costs. To
determine this figure, GEPCO applied the National Consumer Price Index (NCPI) as of
December 2024 i.e. 7.22%,

v GEPCO has requested that all expenses, including R&M, be adjusted by NCPI-X throughout
the tariff control period. This request aligns with the current tariff methodology and ensures
consistency in expense adjustments,

v' GEPCO has used its adopted criteria to allocate costs across functions. Based on this
methodology, the R&M cost for the Power Distribution Business for FY 2025-26 is

calculated to be Rs. 1,867 million. The projected R&M cost of Rs. 1,905 million for FY 2025~
26 will serve as.the reference cost for furure R&M expenses during the remaining MYT

Q Waas
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control period. Adjustments to these costs, including the application of CPI-X, will follow
the prescribed mechanism outlined in the tariff petition. This approach aligns with the
current tariff methodology and ensuzes consistency in expense adjustments, Additicnally,
GEPCO has complied with the Authority's directive to capitalize meter-related costs,
ensuring they are excluded from this projection.

Other O%M Expenses

¥" These expenses cover essential operational functions such as traveling costs, transportation,
bill collection, building rent, NEPRA fees, insurance, rates and taxes, and other operating
and maintenance activities. The PEPCO Management Fee is excluded from Other O%M
Expenses as per the Authority's directives. Audited Other Q&M expenses for FY 2023-24
amounts o Rs. 2,566 million including travelling expenses, vehicle running expenses &
other expenses. NCPI of 7.22% of Dec-24 has been applied for projection, It is further added
that Rs, 50 million is also.added in FY 2024-25 for CSR Activities under the directions of the
Authority. Accordingly, the requested amount of Rs. 3,003 million for Other O&M Expenses
in FY 2025-26 will serve as the reference cost for future adjustments throughout the MYT
period. Of this, Rs. 1,870 million and Rs. 1,133 million are allocated for the Distribution and
Supply of Power functions for Other O&M Costs.

v In line with the NEPRA Consumer-end-Tariff Guidelines (2015), the Q&M portion of the
Distribution Matgin will be indexed to the Consumer Price Index (GPI), with adjustments
for efficiency gains (X factor). It is requested that X factor to be set at zero for the first three
years (FY 2026-28), 16 allow an adequate transition period to the private sector participant
alter the privatization of the Company, and subsequently at 10% and 20% of CPI during
years four and five respectively. The Petitioner also requested following
adjustment/indexation mechanism fox O&M cost;

O & M (Rev) = O & M (Ref) X [1 + (ACPI-X}]

Where

O&M(Rev) = Revised O&M Expense for the Current Year

O&M (Ref) = Reference Q&M Expense for the Reference Year

ACPI =  Change in Consumer Price Index published by Pakistan Bureau of
Statistics ' :

X =  Efficiency factor

v' 'The Petitioner during hearing revised its requested and submitted the following projections
and justifications regarding O&M cost;

§r. No Description ‘ Basis for Profectlony
1l Aovances Hodited Figure FY 2024-25, 10% Ad-hoc Refef, $% Anma) Incrernent and 30% DRA, No oew biring]
- cost chimed upfrent and shall bs claimed on acual basks,
2 |Post-Retivcment Berafos  $Actwaril Amaunt based o btest Audited Firncial Staiements of FY 202425
3 . [Other O&M Costs Audited Feure FY 2024-25, Indved on December 2024 CP19 7.20% as per NEPRA Mechanim.

| Y i
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et
FROJECTED O & M COSTS FY 2025-26
Operation & Mulnensute Toizl | Dlrtefblon Bailecax Power Supply Bwsleeis
100% % | Cont [ Cost
1. Salarfes, Wagee & Other Broefis;
Salzries & Waga 13,265 %5 Wdﬂl pLl 3,318
Employecs Brochity 3840 75 2887 25! 962'
Sub Total Salarles, Wage: & Othes Beneflz 17,114 75 lmﬂ 25 4278
3, Ratirament Renelits §11,812] 75 {B.259 | 5] 2.953'
3. Other O & M Corta: |
L ‘Travelilog 517 75 387 25: - 128
£ Repalr & Maloienanco 2,853 58 786 2 57
’ LL Franyponatton 1,081 95 1,008 5 53].
v, Other Expenscry
Billy Collectlon . 416 -l . 416
Dawer, Light & Water 173 % 155 m 7
Pestage & Telophone it 30 n 49
Office Suppllar & Dthers 280 114 I 266,
Advertlsing 22| 00 22
e Profescinpa) Fea INEPRAJPITG 241 ap o ml 239|
Mise, Experses 17 0 15 104 |
Sub Total Other O & M 5,819) 79 4,621 21 1,228
timﬂ Toralf142¢3) - 34,774 76 | 26,315 24 8.459

84, The Aﬁt‘oority observed that as per section 31(3) of NEPRA Ac, following general
guidelines shall be applicable to the Authbrity in the determination, rhodification ox revision
of rates, charges and terms and conditions for provision of electric power services;

v ‘(a)tariffs should allow licensees the recovery of any and all cost prudently incurred
to meet the demonsirated needs of their customers Tariff"”

v (b) tarifis should géueraﬂ Iy be calculated by including a depreciation charge and a rate
of retiumn on the capital investment of each licensee commensurate to that eatned by
 otherin vestments of comparable risk;

V' (c) tarilis should ajlow licensees a rate of return which promotes continued reasonable
investment in equipment and facilities for improved and efffcient service;

V. .‘(d;) ;arif& should include a mechanism tol allow licensees a benefit from and penalties
" .- for failure to achieve the effictencies in the cost of providing the service and the
guality of services”

85.  Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the Authority shall chogse a base year for the purpose of determining
the affected company's revenue requirement under multi-year tariff regime or annual
tariff regime. *Base Year" has been defined as the year on which the annual or muldyear
tariff projection is being made, which may be a historical financial year, for which the
actual results/audited accounts are available, It may be a combination of actual results and
projected results-for the same financial year or it may be.a pure projection of a future
financial year.

8.6,  Here itis also pertinent to mention that as per the approved tariff methodology the Power
Purchase Price is the only uncontrollable cost which is allowed a pass- through item, The
other remaining costs are to be treated as controliable costs, q( MGCU.\
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87.  Considering the fact that the MYT has been filed for a period of five years i.e. from FY
2025-26 to FY 2029-30, and the cost for the FY 2025-26 i.e. test year, is being assessed as
reference cost during the MYT control period, the Authority has decided to consider the
costs as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base

year.

88. The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach. In a
regime where the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the allowed and actual OPEX-in the form of efficiency savings or

.. losses, Thus, resulting in two broad options, one that the utility beats all savings or losses,
i.e. no action is taken by the Regulator. The 2r that the utility shares the savings or losses
with consumers. The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utility and
its customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next period to compensate for a deviation
from allowed OPEX in the current period except for certain allowed ad]ustments in terms
of CPI ete.

89. Inview thercof, the head wise assessment of the Petitioner under each of the requested
costs is as discussed hereunder,

Salaries, Wages and Other benefits (excluding post-retivement benefits}

8.10. The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petitioner's total O8M costs, excluding therefrom depreciation and RoRB. The Authority
understands that employees of XWDISCOs are hired on Government pay scales, thus, any
salary increase announced by the Federal Government in Fiscal Budget is also applicable
on the employees of XWDISCOs. Therefore, salaries & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in public sector.

8.11. Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference during the MYT control period, the Authority has taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the Petitioner subsequently in this regard. The Authority is of the
view that since the previous MYT of the Petitioner has ended.on 30.06.2025, therefore, it
would be appropriate to account for the actual cost of the base year while projecting
Salaries, Wages and Other benefits for the FY 2025-26, as any galnfloss of the previous
MYT control period may not be carried forward in the new MYT.

8.12. - The actual total cost as provided by the Petitioner for the FY 2024-25, under Salaries &
‘Wages (excluding postretirement benefits, discussed separately) is Rs.15,399 million. The
said amount has been considered as base cost and increases as approved by the Federal
Government on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hoc
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e, 5% have been incorporated therecn. '

8.13. Accordingly, the cost of Salaries & Wages {excluding postretirement benefits; discussed
separately) for boththe D1str1but10n and Supply Functions works cut as Rs.17,114 million.

Q fralie
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The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in texms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functlons, the critexia as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits {excluding postretirement benefits) for
the FY 2025-26 pertaining to the distribution function works out as Rs.12,836 million.

. The assessed Salaries & Wages costs for the FY 2025-26 i.e. Rs.12,836 million, shall be

consideréd as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant
determination. : : .

Considering the fact that employees of XWDISCOs are hired on Government pay scales,
and any salary increase announced by the Federal Government in the Federal Budget is
applicable on the employees of the Petidloner, therefore, being un-controllable cost, the
Authority has decided to actualize the Pay & Allowances cost of the Petitioner, based on
its audired accounts for the relevant year for its existing employees. The impact of any
such adjustment would be allowead as-part of PYA in the next indexation/ adjustment
request or. tariff determination as the case may be.

M@M@.ﬂd@gﬁﬂﬂg

Regarding addluonal recruitment, the Authonty observed that Salaries & Wages cost for
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for. For future recruitmént, the Petitioner itself requested to allow cost on account of new
hiring once the new recruitment is completed. The Authority also uriderstands that any
allowing cost upfront either on account.of new hiring, would be unfair with the
consumers, without considering/ analyzing its benefits, The Authority understands that i it
will be in a better position to adjudicate on the issue, once the Petitioner provides details
of actual cost incurred in this regard and substantlates the same with the quantified
benlefits accrued, Although, the Authority has decided to actualize the Pay & Allowances
cost of the Petitioner, based on its audited accounts for the relevant year, however, that
would only ‘be to the extent of existing employees. Accordingly, the Petitioner is directed
to provide detail of new recruitinent during each year or new hiring if any, along-with its
financial impact and benefits accrued, for conmderatton of the Authonty, in 1ts subsequent
ad;ustmentf iridexation request, : :

Post«Ret::ement_Beneﬁts

The Authority noted rhat the head of post-retirement benefit includes employees’ pension,
free electricity and medical facility. The Authority also understands that employees.of
XWDSICSOs are hired on Government pay scales, thus, any pension increase announced
by the Federal Government in the Budget is also applicable on the retired employees of
XWDISCOS > .
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8.19. It is also pertinent to mention that the Authority in its previous determinations,
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8.21.

8.22,

8.23.

8.24.
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considering the overall liquidity position in the power sector and in order to ensure that
XWDISCOs fulfil their legal obligations with respect to the post-retirement benefits,
directed the XWDISCOs to create a separate fund in this regard. The rationale behind
creation of separate fund was to ensure that DISCOs record their liability prudently as the
funds would be transferred into a separate legal entity, which would also generate its own
profits, as it would be kept separate from the Company's routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariff in longer run,

In compliance with the Authority’s direction, the Petitioner has created a separate Fand

-for its post-retiremnent benefits and provided following details of its pensmn fund balarice

and Payments made thereof;
Amount
Amount 10 be Accurmulared
Year NBP;B.:o:l:towcd Pald 1o |Transfer| :u:::x;:ll:::i ::::; Fund Balance
Pemsloners | red to net of Profiv
Pupd
055-16 1,522 1,522 - - -
201617 1953 [N - - -
| 2017-18 2,600 2600 | - . X .
2018-19 3,077 ~.3.077 - - -
2019-20 - 3.198- 3,193 - . -
A)2g-21 10,513 3,643 5,820 - - -
2021-22 11,937 4,298 F.639 1 + 1
09123 13,131 5244 | 7.807 6704 213 5,490
2023-24 5227 H693 1,534 25,825 1278 ] - 2584
FY 2021-15 13,178 7574 5,504 4,539 36,689 |

From the above table, it is clear that the Petitioner has complied with the earlier directions
of the Authority'and deposited excess amount in the Fund, after making actual payments.
In view thereof, the Authority hés also decided to-allow the Pétitioner, provision for post-
retirement behefits, for the I'Y 2025-26 as well,

Here it is pertinent to mention that since audited accounts of the Petitioner for the FY
2025-26, are not yet available, therefore, information provided by the Petitioner for the
FY.2024-25, has been relied upon and provision reported as for FY 2024-25, has been
considered for FY 2025-26 i.e. Rs, 11,976 mllhon, for its both Distribution and Supply of
Pawer Functions.

The Petitioner is directed to deposit the amount of provisicn, over and above their actual
post-retirement benefit payments, in the Fund and in case of failure to deposit the excess
amount in the Fund, the same shall be adjusted/deducted in the subsequent tariff
determination and from thereon, only actual amounts paid and amount transferred- into
the fund would be allowed. Here it is also pertinent to mention that Petitioner has
deposited Rs. 7,196 million over and above the allowed amount, therefore, the Authority
has decided to allow the amount of Rs. 7,196 million already deposited by, the Petitioner
in the Fund as part of PYA,

Since the Andited accounts of the Petitioner, do not provide bifurcation of post-retirensent
benefits in terms of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in terms of Distribution and Supply
Functions, the criteria as adopted by the Petitioner hus been used. Accordingly, the cost
of post-retirement benefits for the FY 2025-26 pertaining to the Distributdon Function

S ot
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works out as Rs.8,982 million, to be adjusted in the MYT Control period as per the
adjustment mechanism provided in the instant determination.

Repair & Matntenance Costs

The Authority has carefully examined the Petitioner's request and also analyzed the past
trend of R&M expenses of the Petitioner. The Authority understands that the adherence
to service standards and improvement of customer services is only possible through
continuous repair and maintenance of distribution network, however, at the same time
the Petitioner has also requested for huge CAPEX for making additional investment in

.Fixed Assets, resulting in new, expensive and efficient equipment, leading to. overa.ll

reduction in R&M cost and increasing the total Assets base,

The Authont)r is also of the view that since the previous MYT of the Petitioner has ended
on 30,06,2025, therefore, it would be appropriate to account for the actual cost of the base
year while projecting O&M expenses and other Misc. expenses for the FY 2025-26, as any
gain/loss of the previeus MYT control period may not be carried forward in the new MYT.,

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.2,770 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact as also requested by the Petitioner,
on the R&M cost as per the audited accounts of the Petitioner for the FY 2024-25 for both
the Distr{bution and Supply functions. The same is hereby allowed to the Petitioner for
the FY 2025-26 for both its distribution and Supply Functions. :

Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in terms of Distxibution and Supply Functions, therefore, for the purpose of allocation of
total cost of R&M costs in terms of Distribution and Supply Functions, the criteria as
adlopted by the Petitioner has been-used. Accordingly, the cost of R&M for the FY 2025-
26 pertaining to the distribution function works out as Rs.2,714 million.

‘The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.2,714 million, shall be
considered as the reference cost for working out future repair and maintenance expenses,
in the remaining control period as per the adjustment mechanism prescribed in the instant
determination, '

The DISCOs are also directed to provide a certification from its Auditors that Repair and
Maintenance expenditure does not include any CAPEX nature item, In case any CAPEX
nature cost has been booked as R&M expenses, the same may be disclosed separately in
the financial statements. The Authority may consider ta revise the R&M assessment of the
Petitioner, based on such disclosure/certification, . :

Mmemes

The Authority noted that as per the appxoved tani'f methodology, all other operating
expenses afe part of O&M costs which are to be assessed t}u'ough NCPI-X formulae for the
tariff control penod Here it is pertinent to mention that the Detitioner itself has requested
that other O&M expenises, may be linked with CPI during the entire tariff control period.
The Petitioner has also requested to allow Rs.50 million on account of CSR activities,

For assessment of Othei O&M costs for the FY 2025-26, the Authority, keeping in view
the cost as per the audited accounts of the Petitioner for the FY 2024-25, and incorporating
tiersin inflationary impact as also requested by the Petitioner, has decided to allow an

S prads
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amount of Rs.2,950 million to GEPCO for the ¥Y 2025-26. The allowed amount of Rs.
2,950 million is being allowed for both the Distribution and Supply of Power finction for
the FY 2025-26.

However, while working out the other o&M expense the cost on account of PEPCO
management fee has been excluded, as also excluded by the Petitioner itself. Similarly, no
costs on account of CSR activities is allowed as part of O&M expenses, and the Petitioner
is direct to carry such activities from its allowed returns.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation

oftotal cost of other O&M costs in terms of Distribution and Supply Functions, the criteria

as adopted by the Pefitionex has been used. Accordingly, the cost of other O&M expenses
for the F'Y 2025-26 pertaining to the distribution functon works out as Rs. 2,631 million.

By considering the figures as per financial statement, the Authority has incorporated all
the costs including bill collection, building rent, NEPRA fee, insurance cost, rent, rates &
taxes, and travelling, transportation etc,

The aforementioned assessment for the IY 2025-26 shall be considered as reference for
working out future Other Operating Expenses for remaining tariff control period to be
adjusted based on change in “NCPI-General”, in line with the mechanism provided in the
instant determination, However, the vehicle running expenses would be adjusted with
"NCPI-Transport”, in line with the mechanism provided in the instant determination.

In case the Petitioner’s actual O&M cost (excluding pay & Allowances & post-retirement
benefits) for the relevant year as per its audited accbunts is lower than the amount allowed
for that year, any saving in this regard, shall be shared between consumers and the
Petitioner in the ratio of 50:50. For future indexation of O&M cost during the MYT control
period, the lower of allowed Q&M cost or actual O8M cost of the previous year, after
excluding therefrom the capex nature O8M and amount of O&M capitalized, if any, and
pay & altowances & post-retirement benefits, shall be considered as refevence.

If the actual O&M cost for the previous year, as referred above is not available at the time
of projecting next year's O8M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism. Once the audited
accounts for the previous year are available, the already projected O&M cost.shall be
reworked based on lower of allowed cost or actual O8&M cost of the previous year. Any
ad]uSUnent in this regard, if required, shall be made part of PYA. In addition, the allowed
O&M cost shall also be adjusted based on mechanism provided in the instant
determination. The Petitioner is also directed to djsclose its O&M costs in terms of
distribution and 3upp1y functions separately in its andited accounts,

EPMC Fee

Here it is pertinent to mention. that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitering Company (the
“PPMC"). DISCOs in support of their request referred to the SRO 1358-1 (2025) dated
29.07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whexeby it has been designated-as a “designated entity” for the
implementation of the priority areas of the Plan, and strategic roadmap as &:j: theNE
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policy. The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from time to time. The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs.

840, It has also been submitted that clause 34(f) of the IMF Country Report clearly
acknowledges PPMC’s role in supporting policy, regulatory and tariff affairs, sector
reforms, privatization, CD management and integrated power and energy plauning.

8.41. The Authority noted that the National Electricity Plan allows the designated entity to

~ charge aregulatory fee, which shall be allowed by the Regulator. T‘l}e Authority also noted

' that previously the Authority discontinued the PEPCO fee in the absence of appropriate

structure in pléce. The Anthority also takeés cognizance of the SRO dated 29.07.2025, issued

by the Ministry of Energy (PD), pursuant to the Cabinet decision, as well as other

justifications submitted by the DISCOs regarding the declaration of PPMG as a “designated

entity” and its role in supporting policy, regulatory, and tariff matters, sector reforms,
privatization, CD management, and integrated power and energy planning.

8.42. THowever, the Authority is of the view that it would be in a better position to adjudicate
the matter, once the DISCOs provide details of the actual costs incurred and the functions/
seryices performed as designated entity for DISCOs and others, duly substantiated with
documentary ewdence and justifications.

8.43.  Accordingly, the Authority has decided to pend upfront allowing such cost on account of
PPMC at this stage and may consider the same as part of the PYA, subject to the Petitioner
furnishing the above details, with proper justification and supporting documentary
evidence, along with fulfillment of the process prescribed in the SRO No. 1358(1)/2025.

8.44, On the submissions of the Petitioner, to allow certain costs as uncontrollable, the
Authority noted that as per the approved tariff methodology, Power Purchase Price is the
only uncontrollable cost which is allowed a pass-through item. However, considering the
fact that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Federal Gevernment in Fiscal Budgetis also applicable
on such employees/ pensioners of XWDISCOs. Therefore, salaries & wages cost and
pension expenses to the extent of such employees can be considered as un-controllable
cost for XWDISCOs as long as they remain in public sector.

9,  Whether the requested/projected amount ynder heads of Other Lm:omg, Degrggat:ons and
RORB based on Y\_JACC of 12.39% is justified?

Depreciation

9.1 Regardmg Depreciation thie Petitioner submitted that it is an I.mportant cornponent in
recovering the costs associated with capital investments. The projected depreciation has
been calculated by applying the applicable depreciation rates to the Gross Fixed Assets'in
Operauon,'mcludmg the proposed investments for the next five years as per Business Plan.
The Depreciation and RoRB will be considered revised in accordance with the approval of
the Authority for the submitted Business Plan for FY 2025-26 to 2029-30. It is further
added that in case of Private Sector Participation in GEPCO, a reopener will be allowed
by the Authority for revision of investment / tariff within a year following the private
sector participation as the instant investment plan / tariff has been prepared without the

Q i
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involvement of the would-be investors/ managers. The Investment Plan already submitted
to the Authonty for approval i is as follows:

escri %ﬂ j 5'5 7
s pﬁ‘a&? o

S &“itﬁﬁlr&w

B {5 r-grf-',af' ﬁ”‘{fr&i‘ﬂ. i
fafesslruclure ,STG 2097 ] 7045 | 12044 | 6956 [ 5369 43,5"
Renewall  [ELR 4974 1 549 | 29a8 | T3go2.t 3,709 | 20891 66,277
Expansion op 355 348 238 347 587 1375
SCADA 160 | 149 [ 1,720 247 20 | 5003
APMS a7 ] am| 39w - - | 9588
t s JAMR/AML 3,171 . NI .| am
D‘ﬂ:i“ﬂ:’:{;ﬂl“" kP N R N B
Gi$ Enlemrise! Mapping 70 60 - - - 130
1BS and Allisd Equipment 50 bii] 50 50 50 250
Soflware, Studies, Licences 50 50 it 50 50 250
 Operational  [Transport $00 850 600 800 500 | 3850] (0,
Support  Civil Works 450 564 53 460 450 1 2654
BC Cable - 115 7] 13 53] 535
Selety and Control e ot Rewowal & Bariting | 1230 | 1662 | 18 | 201l | 2212 | 8gm| 0
GEPCO Financing 26672 1 2561 [ 24044 | 14783 | 1347 | 100,652
Qthers (Consumier ContibutionDeposit Works) 1,125 8497 9347 [ 102801 (1,310] 47,160
Grand Total 34397 1 30,038 | 33401 | 25,064 | 2478t 147772

Accordingly, the requested depreciation by the Petitioner for the next five years are as
follows:

'Rs, Min
Description 2025-26|2026-27| 2027-28|2028-29 | 2029-30
Total Depreciation 4,792 5563| 6,490 7.355] 8,290
Allocated to Distribution Business 4,696 5452] 6,361 7,208 8,124
Allgcated to Power Supply Business 96 111 130 147 166

As per the Petitioner, the depreciation expense has been allocated, with 2% assigned-to
the Power Supply Business and 98% to the Distribution Business. The depreciation
expense for future wears will be assessed in accordance with the following
formula/mechanism;

DEP (Rev) = DEP (Ref) X GFAIO (Rev) / GFAIQ (Ref)

DEP (Rev) Revised Depreciation Ixpense for the Current Year

DEP(Ref) Reference Depreciation Expense for the Reference Year
GFAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GPFAIO (Ref) = Reference Gross Fixed Assets in Operation for Reference Year

The Petitioner also submitted that for FY '2025-26, requested depreciation may be
considered zs reference cost for future adjustment / indexation. In addition, the allowed
depreciation for previous year will be trued up based on actual investment (maximum cap
to the extent of allowed investment) carried out during that year.

Regarding allowed investment for FY 2025-26 and FY 2026-27, since the Distribution
Investment Plan (DIP) of the Petitioner is under regulatory proceedings, the Authority
has decided to allow the following provisional Investients under head of own financing,
which ‘shall be subject to adjustments pursuant to the final decision of the Authority in
matter of DIP of the Petitioner,
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Provisional Capex |GEPCO
FY 2025-26 10,366
FY 2026-27 13,752
9.6,  The Authority decided that the above approved Investments are provisjonally allowed for

2.7,

5.8

9.9.

2.10,

9.11.

9.13,
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purpose of tariff rebasing and does not include the cost for AMI, APMS, scanning meters,
Data Centers, etc., the investment in this smart metering area can only be started once DIP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the final decision of DIP of GEPCO, '

Regarding the T&D Losses Target, the Authority has decided to provisionally approve the
following loss target, considering the third-party study conducted by M/S PPI and M/S
Power Aim and the previous target allowed to GEPCO;

Provisional T&D Loss GEPCO

FY 2025-26 8.85%
FY 2026-27 8.85%

The Petitioner is also directed to carry out a fresh study of its T&D loss study through an
independent third-party, as per the approved ToRs, which shall be communicated to the
Petitionef separately by NEPRA. The independent third-party T&D loss study must be
submitted by the Petitioner within nine (09) months of issnance of this decision,

The T&D loss study submitted by an independent third-party shall be considered by the
Authority and may, if deemed appropriate, be used for the review of T&D loss targets for
the applicable period at the time of the next tariff rebasing for DISCOs (January 2027} or
during the mid-term review (December 2027) of DIP, as the case may be.

Not used

Not used

After taking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked, Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.4,724 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out future depreciaﬁon expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant

determination.
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9.13.  After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authority has projected
amortization of deferred credit to the tune of Rs.2,103 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.2,621 miilion.

9.14, The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcatdon of depreciation cost in terms of Distribution and
Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the distzibution
function works out as Rs.4,629 million.

Return on Regulatory Asset Base (RoRB)

9.15. Regarding RORB the Petitioner made the following submissions;

v" The Petitioner submitted that as per the NEPRA. Determination of Consumer-end-Tariff
(Methodology & Process) Guidelines, 2015, the Authority considers a minimum equity
ratio of 20% in case of negative equity, while any equity exceeding 30% is treated as debt.
The equity and debt ratios are standardized at 30% and 70%, respectively. '

The WACC is calculated using the following formula:
WACC = [ Ke x (EfV)] + [Kd x (D/V)]

Where:
a K, = Return on Equity (RoE)
) X, = Cost of Debt

v" Régarding Return on equity the Petitioner submitted that NEPRA employs the Capital
Asset Pricing Model (CAPM) for determining the Return on Equity (RoE) component of
the Weighted Average Cost of Capital (WACC). The Plain Vanilla WACC approach is
used, treating the tax shield as zero, with any taxes paid considered as pass-through costs.
CAPM is widely recognized and applied by regulatory agencies worldwide to estimate the
cost of capital for regulated utilities. Cost of Equity is calculated as follows:

Ke=RF+ (RM-RF)xp

where

1

RF : Risk Free rate
RM : Market Return

B : Beta

¥ The expected return on any investment comprises the risk-free rate and a risk premium to
compensate for the associated risk. The risk premium is the difference between the market
rate of return and the risk-free rate, with the return on a stock market index typically
serving as the benchmark for the market rate of return. NEPRA, in its determinations for
other XWDISCOs such as LESCO, FESCO, and IESCQO, analyzed the KSE-100 Index
returns along with data from neighboring and international markets to derive an

5

22]Page




Determinaton of the Authority in the matter of MY T Petition

% Hliﬁ% : of GEPCO) for Distribution Teriff under the MYT Regime
AR

appropriate market rate of return. For assessing beta, NEPRA reviewed prior studies, the
range of betas used by international regulators, and its own benchmarks. Based on this
evaluation, NEPRA applied a beta value of 1.10 and determined the Return on Equiry
(RoE) component as 14.47% for LESCO, FESCO, and IESCO. :

" ¥ In alignment with these determinations and considering the same parameters, GEPCO
respectfully requests that the RoE component may also be set at 14.47%.

Cost of Debt:
¥ 'The cost of debt reflects the interest rate at which GEPCO.can borrow funds from the debt

" market or commercial banks, NEPRA, estimates the cost of debt using thé formula:
Three months KIBOR + 2.00% spread .

v The Petitioner submitted that it has calculated its cost of debt at 12.39% (by taking KIBOR
@ 10% July 2025 & 9% January 26), aligning with its financial cost projections, The KIBOR
used for the FY 2027 onward is 9% resulting WACC into 12,04%.

Return on Rate Base:

B A R R B
A jamssfixed Ausals In Oporalion - Gpenlng Bal | 82,384 | 106,986 | 119,480 | 133,631 | 154,645 | 160,258 | 204,020
9 }Addikon In Fixod Assals 146021 A508| 22142| 20915} 25,708| 23772 25,577
C_ifiross Flaod Azscls In Oparaticn « Cleslng 8al {06,986 1 144,489 | 431,631 | 164,546 | 150,251 ( 204,023 220,601
D [hom; Accumuialed Gepraciaton 3330] va44| 4n2061 48,799 &5,290{ 52646( 70935
E (Kot Fixod Assels In Oporalian y2647] 70,045 | 90395 | 105,747 | 424961 | 441,375 | 158,666
# |Add: caplial Work In Progress« Cloging Bal qo716 | 23583 | 25.837| 44961 2,747 64039 53,243
G Lin Flxed Assats . : 824231 96627 126,232 160,707 { 177,708 | 195,447 | 214,909
H [Losy: Dokoyied Grodils” 34,187 ] 35,947 44671| 53,968 | e2516| VTV 84,106
| [Regulatary Assols Base . E 66,2261 69,681} BI04 97,639 1161831 22620 | fa7m02
J Pawmsgo Regulalory Amels Base E0E35} 568531 70K61| 89,860 106,366 ¢ 118,907 | 125241
. .|R:hanaIum . 2A4% | 17.06%| 12.39%] 1204%) 12.04% (| 1204%} 1204%

Redwin on Ralo Bata . 10,683 | 10.057 s750] 10703 ) 12808 14318} 15,077

v Regardmg RORB, the Petitioner dv.nng hearing reviséd its submissions-and requested a
WACC of 13.79% instead of earlier requested WACC of 12, 39% due to change in KIBOR.
The Petitioner requested that revised WACG is based on the average of KIBOR of 01 July
2025 & 1 January 2025(works out to be 13. 79%) and accordingly RORB is calculated on
original DIIP, ¥arlier, WACC of 12.39% was based on provisional KIBOR of 01 July
2025.The RORB has been allocated, with 2% assigned to the Power Supply Business and
98% to the Distribution Business.

. Description 2025-26|2026-2712027-282028-29| 2029-30

+ ‘Total Return on Rate Base 8,750 10,783 12,808] 14,318 15,077
Allocated to Distribution 8,575 10,567 12,551 14,0311 14,775
Allocated to Power Supply 175 216 256 . 286 302

¥ As per the NEPRA Determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the reference RoRB wotld be adjusted annually based on the amount of
RAB worked out for the respective year after considering the amount of investment
allowed for that year as per the following mechamsm, - :

RORB (Rev) = RORB (Ref) XRAB (Rev) / RAB(Red)
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Where

RORB(Rev) = Revised Return on Rate Base for the Current Year
RORB(Ref) = Reference Return on Rate Base for the Reference Year
RAB(Rev) Revised Rate Base for the Current Year

RAB(Ref) = Reference Rate Base for the Reference Year

FY 2025-26, requested RORB may be considered as reference cost for future adjustment /
indexation. In addition, the allowed RORB for previous year will be trued up based on
actual investment {(maximum cap to the extent of allowed investment) carried out during
that year.

Additonally, GEPCO emphasized that interest payments are obligatory cash flow
liabilities, unlike discretionary dividend payments. Considering that any default in such
payments could adversely affect GEPCO's financial position, it is requested the Authority
to cover the risk of floating KIBOR. Accordingly, proposed that fluctuations in the
reference KIBOR be adjusted biannually.

‘The Authority observed that as per Section 31(3) of the amended NEPRA Act, the
following general gujdelines shall be applicable to the Authority in the determination,
modification or revision of rates, charges and terms and conditions for provision of electric
power services;

(B) tarifls should generally be calculated by including a depreciation charge and a rate of
return on the capital investment of each licensee commensurate to that earned by other
investinents of comparable risk;

(c} taritd¥ shotild allow lcensees a rate of return which promotes c'ommued reasonab}e
Investment in equipment and facilities for improved and efif clent service;”

In line with the aforementioned guidelines, the Authority allows DISCOs, a Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Similarly, for recovery of principal portion of debt, the Authority includes a depreaauon
charge in the revenue requirement of DISCOs.

Con_sequent to the aforementioned discussion, the WAGC works out as per formula given
below;

Cost Qf Eqgui ;I )
Ke= Rr+ (Ru-Re) x 3

It

Where;
Ry is the risk free Rate
Ruis the Market Return
(3 is Beta -
The cost of debt;
Kd = XIBOR + Spread _
Accerdingly, the WACC as per the given formula works pout as under;
WACC={(Kex (E/V) + (Kdx (D/V)

Where E/V and D/V are equity and debt ramos - tively taken as 30% and 70%;
' RE
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9.20. The Authority uses the Capital Asset Pricing Model ({CAPM) for calculation of Return of

9.2

9.22.

9.23.

9,24,

9.25.

9.26.
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Equity (RoE) component of the WACC, being the most widely accepted madel, which is
applied by regulatory agencies all over the world to estimate the cost of capital for
regulated utilities, Further, as per the Tariff methodology, in case of negative equity the
Authority would consider a minimum of 20% equity and any equity in excess of 30%
would be considered as debt.

The expected return on any investment is the sum of the risk-free rate and an extra return
to compensate for the xisk. This extra return or 'risk premium’ is the difference between
market rate of return and risk-free rate. Generally, the return on stock market index.is
taken as a ineasure of market rate of return, To have an appropriate measure of the market
rate of retwm, analyzed KSE-100 Index return, over a period of 10 years i.e. FY 2016 to FY
2025, Further, return of different nelghbormg ma.rkel:s and other international markets
were also analyzed.

For risk free vate, the yield of 05 years PIB is considered. The weighted average yield of
accepted bids for 5 years PIB as of 17.07.2025 remained at 11,4916%. Regarding assessment
of beta, the Authority has considered the earljer studies in the matter, range of betas used
by international Regulators, and accordingly decided to use the beta of 1.10, while
assessmg the Rok component.

By takmg into account the aforemenuoned factors, the RoE-of the Petitioner works: out
deferently, however, keeping in view the request-of the Petitioner-and the Authority’s
carlier decisions in the matter of other XWDISCOs and K-Electric, the Authonty has
decided to allow Roll component of 14.47%, PKR based,

Regarding the cost of debr, it is the intérest rate on which a company would get berrowing
from the debl market / commercial banks 1,e. a rate at which banks lend to their customenrs,
In order to have a fair evaluation of the cost of debt; the Authority: has taken cost of debt
as 3 month’s KIBOR + 1,50% spread, as maximum cap. Consequently, the cost of debt hes
been worked out as 12.64% i.e. 3 Months KIBOR of 11.14% as.of July 02, 2025 pluss a spread
of 1.50% (150 basis poines).

Iii view thereof, the WACC for the I'Y 2025-26 has been worked out as undey;

Cost of Equity;

Ke =14.47%

The cost of debt is;
Kd = 12.64%

WACC~ ((Kex(E /V)+ (Kdx(D/V))
‘Where E/V and D/V are equity and debt vatios respectively taken as 30% and 70%,

WACC = ((14.47% x 30%) + (12.64% % 70%)) = 13.19%

Based on above and using WACG of 13.19% on. RAB by including allowed investment for
the IY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as
under;
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Fived Assels /8 106,988 17611
Adkiion, 30,625 11,2832
Fixed Assets C/B 137,611 148,903
Depreciation 38,435 43,160
Net Fixad Aszels 99,174 108,743
Capilal WIP C/B 5,520 15,799
Fixed Assets tnc. WIP 104,694 121,542
Less: Deferred Credils 41,380 47,203
Total 63,304 74,340

RAB 53'32?.
WACC 13.19%

ROREB 9.077

9.27. Thetotal amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Distribution function works out as Rs.8,895
million.

928, The reference RoRB would be adjusted every Year based on the amount of RAB worked
out for the respective year after taking inte account the amount of investment allowed for
that year as per the mechanism given in the instant determination.

9.29. In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than
allowed (other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the RAB, unless
due to any regulatory decisions/interventions/approved plans for which the Petitioner
obtains prior approval of the Authority. In such case the Authority may also revise the
efficiency targets in texms of T&D losses etc.

9.30, Here it is also pertinent to mention that the amount of receipts against deposit works has
been adjusted while working out the cost of working capital, therefore, no adjustment on
this account has been made from the RAB. In view thereof, any interest carned on such
deposits shall not be adjusted as part of other income. The Petitioner therefore shall ensure
a separate disclosure of such income in its andited accounts. In case of failure to disclose
such income separately, the entire interest income shall be adjusted as part of other
income.

9.31. The Authority also understands that interest payment is an obligatory cash flow lability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually as also requested by the Petitioner itself. In addition, the Authority
has also decided to adjust savings, if any, resulting from cheaper financing by the
Petitioner. If the Petitioner manages to negotiate a loan below 1,50% spread, the entire

Y pats
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savings would be passed onto the consumers annually, through PYA. In case of more than
one loan, the saving with respect to the spread would be worked out based on individual
loans. [n case, the spread is greater than the allowed cap of 1.50%, additional cost would
be borne by the Pedtioner itself, Similarly, if the Petitioner’s total actual cost of debt
remains lower than the cost allowed for the year, the entire savings would also be passed
onto the consnmers anmually, through PYA,

Other Incom
9.32, Other Income for GEPCO includes revenues from sources such as mark-up on bank
deposits, amortization of deferred credit, sale.of scrap etc. Based on the audited figure for
- TY 2023-24 of Rs. 4,478 million, a 10% annual increase is projected in the tariff petition,
reflecting historical trends and future projections.-Any deviation in actual Other Income
will be trued up annually. The proposed Other Income ﬁgures are as fo]lows

Rs.iln |
Description - 2025.26]2026-27|2027-28)|2028-25/2029-30
‘Fotal Qther Juocome 5418 5960 6556 723 7933
Allocated to Distribution - sA8] 5960 6556]  7.212] 7933
Alscated to Power Supply 3793  4,172| 4585 5048 5553

9.33. However, during hearing the Petitioner revised its request regarding other income and
requested total other income of Rs.4,967 million for both functions, As per the Petitioner,
70% of Other Income is allocated to the Power Supply Business, and 30% to the
Distribution Business. As per the NEPRA Consumer-end-Tariff Guidelines (2015), Other
Income will be 1ndexed an.nually using the fo]lomng prescnbed formu]a

Olaev) OI(I) 01(0)

Where:

OI(Rev) =. Revised Other Income for the Current Year

OI() . = Actual Other Income as per latest Financial Statements.
LOH0) = Acmal / Assessedrome'r Income used in the previous year,

9.34, Other income is cons1dered to be a negative cost which may include, but not be limited
" to, amortization of deferred credit, meter and rental income, late-payment charges, proﬁt
on bank deposits, sale of scrap, income from non-utility operations, commission on PTV

fees and mmceuaneous income,

9.35. Since the oLher income would be trued up every year as per the mechanism provided in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an.amount of Rs.4,967 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the
amount of Jate payment charges (LPS), for both of its Distribution and Supply functions.

9.36, 'The Authority in consistency with its earlier decision, on the jssue, has not included the
amount of LPS while assessing the other income for the FY 2025-26, Here it is pertinent
to mention that the LPS xecovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only; and in.
the event of nen-submission of evidence of payment to CPPA {(G), the entire amount of
Late Payment charge recovered from consumers shall be made part of other income and
deducted from revenue requirement in the subsequent year.

9.37. The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Functdons, as per the cntena adopted by the Petitioner:itself,

S Aot
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Accordingly, Other Income for the FY 2025-26 pertaining to the Distribution function
works out as Rs.1,490 million,

9.38, The reference Other Income determined for the FY 2025-26 would be adjusted annually
" asper the adjustment mechanism prescribed in the instant determination.

10, What will be sdjustme i r_future indexation of di wpnonents of
revenue requirement during the MYT? Whether there should any efficiency factor (X
Facton)?

10.1. Regarding adjustment mechanism of different components, the Petitioner submitted as

" under; .

Indexation of O & M Expenses:

O&M{Rev} = Revised'O&M Expense for the Current Year
O&MRef) = Reference O&M Fxpense for the Reference Year

ACPI =  Change in Consumer Price Index published by Pakistan Bureau of
Statistics '
X =

Efficiency factor to be set at zero

Qe,prmiation

DEP (Rev) = DEP (Ref) X GFAIO(Rev) /GFAIO (Ref)

DEP (Rev) = Revised Depreciation Expense for the Current Year

DEP(Ref) = Reference Depreciation Expense for the Reference Year
GFAIO(Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GEAIO (Ref) = Reference Gross Fixed Assets in Qperation for Reference Year

- 'RORB(Rev) =RORB (Ref) X RAB (Rev) / RAB(ReD
Where
RORB(Rev) = Revised Return on Rate Base for the Current Year
RORB(Ref} = Reference Return on Rate Base for the Reference Year
RAB(Rev) =Revised Rate Base for the Current Year

RAB(Ref) = Reference Rate Base for the Reference Year

Other Income ..

OlfRev) = OI() -OI(Y)

Where: . AN . :

OI(Rev) = Revised Other Income for the Current Year

OI) = Actual Other Income as per latest Financial Statements,
OI0) = Actuzl/Assessed Other Income used in the previous year.

102, The Authority, while assessing the OM costs of the Petitioner for the FY 2025-26, has
taken into account the audited accounts of the Petitioner for the FY 2024-25 and the
amount requested by the Petitioner, subject to adjustment duxing the MYT control period,
as per the mechanism mentioned below. Therefore, risk / benefit of any futare cost
fluctvations; Hes with the Petitioner along with an opportunity for optimizing overall costs
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under these head. The treatment is in. line with the very sprit of multi- year tariff regune
and in accordance with Authority's approved tariff methodology.

Regarding adjustment of O&M costs with efficiency factor X, the Authority in line with
its earlier decisions in the matter of MYTs, has decided to keep the efficiency factor as 30%

. of increase in NCPI for the relevant year of the MYT control period. The Authority has

further decided to implement the efficiency factor from the 3 year of the control period,
in order to provide the Petitioner with an opportunity to improve its operational
performance, before sharing such gains with the consumers. The O&%M part of Distribution

_Margin shall be indexed with NCPI subject to adjustment for efficiency gains (X factor).
']'.ndg,@t:lon of 0@1 cost components 0 -

Mggg and qugzgﬂremgn:_Bg;aﬁg, Considering the facn: that employees of
XWDISCOs are hired on Government pay scales, and any salary increase anhounced by
the Federal Government in the Federal Budget is applicable on the employees of the
Petitioner, therefore, being un-contyollable cost, the Salaries & Wages and benefits, would
be actualized, based on the audited aceounts of the Petitioner for the relevant year for its
existing employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustment request or
tariff determination as the case may be. -

- Adjustment Mechanismy'- Salaries, Weges & Qthnr Benefits

llc\nscd thnc.s Wa;,es & Dlhur Bemﬁts Exponsts = Rel, Sa]arles, Woges & Othex Beunfits x [ 1+(GaP Tnerease ox GFIY)

T hc a‘ﬂowcd Salarles ants & Other Bnncﬁu my be comsidered as reference cost for future adjustment,

Tlu: Authoﬁ.ly inay consider to allow GoP jncresse Hl the time the'DISCOs remain fn publle sector, cthexwise EPL
1 n may allowrd iF DISCOs get privatized, . .t Vo

The allowed &mount shall be actualized bused on Audited accouits fnr the xr_'lnvnn.t yesr , considering the same os \*
uncontrolinble cost on part of XWDISCOs. .

Post—retlrement beneﬁts would be allowed based on the actuanal valuation report for the
year for which assessment is being made or as per the latest available audited financial
statements, It would be mandatory for the Petitioner to deposit the whole amount of
allowed post-retirement benefits into the separate Fund and route all its pension payments
through the Fund. If the Petitioner fails to fransfer the whole amount of post-retirement
benefits into the Fund, the Authority would adjust the deficit payments in the next year's
provision and from thereon, only actual amounts paid and amount transferred into the
fund would be allowed,

Trabspoitation/Vehicle Rgmg gpgg portion of OQ& cost

The reference costs would be adjusted every Year with Transport index of NCPIL The
Adjustment mechanism would be as under;

Velucle running/ I‘ransportanon expenses (Rev) = _
(V ehicle ru.nmng/T ransportation expenses (Ref) x {1+ (T ransport index of NCPI)])

aining QM_QLI@_EK& every year accordmg to the following formula

The reference costs would be adjusted every Year with NCPI-X factor. The X factor would
be apphcable from the 3 year of the MYT control penod. The Adjustment mechanism

Wou_]cl be asundey; |
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10.10.

10.11.
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O &M(Rev) = O 8 M (Ref) x {1 + (NCPI-X)]

Where . _

O&M(Rev) = Revised O&M Expense for the Current Year

O&M{(Ref) = Reference O&M Expense for the Reference Year

A NCPI = Change in NCPI published by Pakistan Burean of Statistics for the
month of December for the respective year. For O&M expenses,
other than vehicle running expenses, NCPI-General shall be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used, Reference
NCPI-General and NCPI-Transport of December 2024 for thepurpose of
fusture adjustment/ indexation shall be 4,07% and - 0.18% respectively.

X ='Efficiency factor i.e. 30% of NCPI relevant for indexation purpose

RORB

The reference RoRB would be adjusted every Year based on the amount of RAB worked
out for the respective year after taking into account the amount of i mveshnent allowed for
that year as per the following mechanism; -

Adjuagment Meachaniym - RoRB

RORB{Rev) : . =RORB{Ref) x RAB(Rev) { RAB(Rel) ~

The allowed RORB mny be considered s refovence cost for future pdjustment. -t
Inaddivion the nlk)wcd HORD for previous year wilt be trued up based one acrual invesument [Mum cap to the oxenr of allowed
investmenijcarcied out dusing that year, Further KIDOR fluctuacion enbi-annuad basis elso subject to adjustment. Further Spread of
1,50% Is allowed ps maximum cap, in cate DISCOs manzge ta obtain fimanclng on sproasd less than 1.5%5 the same shall bo adjusted 0
Ipnn of PYA,

I‘h"ad'dition, the Petitioner shall be required to disclose the amount of IDC capitalized
during the year and adjust its RAB for the year after excludmg therefrom the Jmpact of
IDC capitatized durmg the year,

In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than
allowed (other than consumer financed investments), the same would be the Petitioner's
own éommercfél decision and would not be considered while truing up the RAB, unless
dye to any regulatory decisions/interventions/apptoved plans for which the Petitioner
obtains prior approval of the Authority. In such case the Authority may also revise the
efficiency targets in terms of T&D losses etc.

The Authority also understands that interest payment is an obligatory cash flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR, Accordingly, fluctwation in the reference KIBOR would be
ad]usted biannuaily. In addition, the Authority has also decided to adjust sayings, if any,
resulting from cheaper financing by the Petitioner. If the Petitloner manages to negotjate
2 loan below 1.50% spread, the entire savings would be passed onto the consumers
annually, through PYA. In case of more than one Joan, the saving with respect to the
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spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself. Similarly,
if the Petitioner's total actual cost of debt remiains lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA,

Depreciation Fxpenses
10,13, The reference Depreciation charges would be adjusted every Year as per the following
formula;
DEP (Rev) = DEP (Ref) x GFAIQ (Rev)
.  GFAIO(Red |
Where: DEP (Rev) = Revised Depreciation Expense for the Current Year
DEP I_(Réf) = Refexence Depreciation Expense for the Réference Year
GFAIO (Rev) = Revise& Gros;s Fixed Asse;ts in Operation for the Current Year
- GFAIO (Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

10.14. In addition, the allowed Depreciation for previous year will be trued up downward,
keeping in view the amount of investment allowed for the respective year, other than
consumer financed investments. In case, the Petitioner ends up making higher
investments (excluding consumer financed investments) than the allowed, the same would
be the Petitioner's own commercial decision and would not be considered while truing up
the depreciation expenses, unless due to any regulatory decisions/interventions/approved
plans for which the Petitioner obtains prior approval of the Authority.

Othy ome

10.15. Other Income shall be adjusted annually as per the following mechanism during the MYT
control period to.calculate future Other Income.
Adjuskmont Mechanfsm - Othor Income {O1)

~0I{Allowed Previous ycar) + [Ol(allowed for proviops year) -

OlfRev) . Ol{Acrual previous )vnn.r]]

The sllowed Othar income mey bo comidered aa refevence cost for future edjustment. ’ -
In nddﬂhn the alJowcd Dther Income l‘or pre\dcns lear will be trued up based on actwal Othor ¥ during thag year
Workmg Capital

10.16, The Authority during proceedings directed the Petitioner to provide it working capital
calt_ulauon and has considered the submissions of the Petitioner, In order to access the
working capltal requirement of the Petitioner, the Authority obtained details of number
of days available with the Petitioner to pay'in terms of energy procured from National
Grid. Based on the information provided by CPPA-G and in line with the mechanism
adopted for KE, the working. capitdl requirement of the Petitioner for its distribution
function has been assessed as undex;

Q par
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Srores and Spares (3% of GFA) 8 355 4,467
"T'rade debt {30 days of Revenus Rocefvable} 30 0.08 3,251
L Total Current Asscts 7.718
[Current Linbilittes jar3 }_66.67%]  5.145 |
(Working Gnpital Requirement 2573
Less Recelpr Against Depesic Wark 10,234
Net Working Capital (7.561)
Cost of debt lacal 12.00%
Working Cnpitel Cost XK (8185)

10.17, As mentioned in.the table above, the Petitioner’s working capital requirement for the
distribution finction has been assessed as Rs.2,573 million. The Authority considers that
receipts against deposit works, being related with distribution network business, are also
required to be accounted for as part of working capital calculations. By including the
amount of receipt against depesit works available with the Petitioner, as per the data
provided by the Petitioner, its net cost of working capital for the distribution function
works out as negative Rs.919 million based on 3 months KIBOR i.e, 11% +1% spread as
maximum cap subject to downward adjustment in case the actual spread remains lower.
The same is allowed to Petitioner for the CY 2026, and is subject to adjustment, as per the
mechanism provided below, once the audited accounts of Petitioner fox the FY 2025-26
are avzilable,

‘Working capital (Distribution)

Forniula for Future Adjustment

Revised cost of working capital = Working capital requirement as per g:l.ven formitla x
Cost of debt on ellowed parameters

-Working capital requirement shall be caleulated based on assessed revenue requirement
under each head for relevant year,

» -Cost of Debt shall 3 Months XIBOR + 1% spread as maximum cap, subject to
downward adjustment at the end of each financial year,

Actualization of Previo.us year based on allowed r&mue as PYA
Current_Assets

'~ Lower of 30 days receivables based on allowed revenue (including the impact of
allowed adjustments), but excluding Working Capital cost ‘OR Actual average
"Recelvables for the Financial Year (excluding opening receivables).

- Stores & Spares - Lower of 3% of Avg. GFA {opening + closing)/2 or Actual a\}lferage
Stores & Spares, . GFA. based on based on Audited account to the extent of allowed
Investment.

- Lower of allowed Cash & bank balance or Actual Cash & Bank Balances (Excluding
cash/barnk balange not meant for O&M expenses)

Y I -
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Current liabilities

- 2/3rd of aforementioned current assets (Receivables + Stores & spares + Cash)

- Receipt against deposit work figure will be actualized based Audited Financial
statement initially and finally based on third party evaluaton.

- Any other amount retained by the Petitioner

-For the purpose of 3 - Month KIBOR, the actual weighted average KIBOR of finance
cost incurred by the Petitioner shall be considered. Similarly, for the purpose of spread,
actual weighted average spread incurred by the Petitioner shall be considered. In case
actual weighted average spread is lower than 1% cap, the same shall be adjusted
downward only. No upward adjustment of spread is allowed.

Here it is also pertinent (o mention that since the amount of recelpts against deposit
"works has been adjusted while working out the cost of working capital, therefore, any
interest earned on such deposits shall not be adjusted as part of other income, The
Petitioner therefore shall ensure a separate disclosure of such income in its audited
accounts. In. case of failure to disclose such income separately, the entire interest
income shall be adjusted as part of other income,

11, eth are will be any dlaw back mechanism or not

11.1. Although DISCOs made their submissions on this issue, however, the Authority noted that
DISCOs were fiot able to fully comprehend the issue. '

11.2. The Authority understands that shering mechanism for any savings by the utility has already
been provided under each head separately e.g. Q&M costs, T&D Josses, cost of debt etc.
therefore, no such mechanism is separately required. However, still if there is any additional
return by the Petitioner, which could not be comprehended at this stage, the same would
be shared between DISCO and consumers equally.

12 Mﬂggm] gggt for the. pex od July 2026 to Decg@her 2026

12,1, * The Ministry of Energy.(MoE) vide letter dated 18.08.2025, submitted that NEPRA
- determines the consumer-end tariff for XWDISCOs and K-Electric.in accordance with
- Sectlon 31 of the Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1997 (the "Act”), read with Rule 17 of the Rules,. The uniform rebased tariff,
“once determined, is notified by the Federal Government under Section 31(7) of the Act.
The latest rebasing was notified on July 1, 2025. In accordance with the Rulesread with
Part 5 of the NEPRA. Determination of Consumer-end Tariff (Methodology & Process)
- Guidelines, 2015, the Distribution Companies (DISCOs) are required to initiate the tariff
-determination process by submitting thefr minimum filing requivements by January 31*
of each year, The submission is followed by Authority's internal meetings, public hearing,
tatiff détérmination and notification. by the :Government. Keeping in view the recent
annual tariff determinations, the rebasing is notified by the Government in the month of
]’uly, each year with effect from 1% July. - :

12.2.  The MoE further menuoned that as an unfortunate comcldence the consumers face high
Tuel Charges Ad]ustments (FCAs) as well as the annual tazjff rebasing, smultaneously in
the summer months. This increase in tariff coupled with higher consumption leads to
significant hike in the consumer electricity bills of surnumer. months which in turn results

s
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in unaffordability, publie dissatisfaction and nationwide protests in the country, The issue
can be streamlined if the timing of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariffincrease can be absorbed
in consumer bills, This would result in relatively stable and sustainable electricity prices
throughout the year. The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also xevisit the "Guidelines for Detérmination of Consumer End Tariff
(Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations,

The MoF submitted that the Cabinet has approved that policy guidelines may be issued to

-NEPRA to revise the annual tariff determination. process timelines by amending the

relevant legal and regulatory framework in & way that the rebasing is notified with effect
from 1# January, each year, after completion of all regulatory proceedings. In this regard,
it is thh]ighted that NEPRA has already determined Power Purchase Price (PPP)
réferences up to June 2026, Projections for the reinaining 51:{ months will be shared

subsequently.

In light of above and in exercise of .POWers under Section 31 of the Act, the Federal
Government hereby issues the following policy guidelines for implementation by NEPRA;

"WEPRA shall revise the annual tariff determination process timelines by amending the
refevant legal and regulatory framework (guidelines, rules and procedures) to enstire that
anmuad rebasing is notified with effect from ]311 vary I of each yea.r; after completion of all
regulatory proceedings.” : _ )
GEPCO also vide letter dated 17.10.2025, submitted that the MoE vide letter dated
16.10.2025, lias conveyed that the Federal Governient has approved the revision of the
annual tariff determination schedule, making it effective from 1% January each year, The
Authority has already determined the Power Purchase Price (PPP) references tip to June
2026; -accordingly, it is submitted that the references for the remaining period up to
December 2026 may also be determined, in line with the above-mentioned directives.

GEPCO further stated that it has already submitted its Multi-Year Tariff (MYT) Petition
for FY 2025-26 to FY 2029-30 for determination and the decision of the Authority is
awaited, Meanwhile, an interim tariff for FY 2025-26 has been determined by.the
Authority in response to PESCO's request dated 29.05,2025. .

GEPCO accordingly requested that the Authority to determine the consumer-end tariff
for the period from July 1, 2026 to December 31, 2026 in accordance with the revised
annual rebasing timeline effective January 1, 2026, to ensure smooth and timely transition
to the revised rebasing schedule.

The matter was dlScussed during the hearmg, and the Petitioner requested the following
costs on account of interim indexation fox the 06 months period from'Jul. 26 to Dec. 26;




g Determination of the Authority in the matter of MYT Petition
‘gﬂ@é : “of GAPCO for Disuibution TarifF under the MYT Regime
S
Description GRFCO
Salarles, Wages & Other Benefits|  9.413
Post Retiremenl Beneflts 5,906
Other O & M Costs 3,136
Depreciation 2,636
Return on Rate Base 5,356
‘Tura Over Tax
Gross Distribution Marpin | 26,447
Less: Other Income {2,732)
Net Distribution Margin 23,715

12.9.

12.10.

1211,
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The Authority has considered the guidelines issued by the Federal Government regarding
tariff rebasing to be made effective from 1% January, instead of July each year. The
Authority is cognizant of the fact that rebasing of tariff effective July, if upward, coupled
with high consumption, leads to increase in overall electricity bills durlng summer
months; thus, adversely. impacting DISCOs performance in. terms of recoveries and losses.
However, even With re-basing in January, the overall billing impact for the consumers in
summer months would remain same, had the rebasing been made effective from July.
Nonetheless, in light of NE Plan, 8D 8 and the instant policy guidelines, the Authority has
completed the consultation pracess for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology and Process), 2015%, and the same are now in the
process of notificaton. .

Further, in light of the instant policy guidelines, the Authority has determined the revised
Power Purchase Price (EPP) references for the period from January 2026 to December
2026 through a separate decision. Pursuant thereto and keeping in view the request of the
Pétiioner to also determine tariff for the period from July 1, 2026 to December 31, 2026,
in dccordance with the revised anmual rebasing timelines, the Authority has glso
determined provisional revenue requirement of GEPCO for the period fro July 1, 2026
to December 31, 2026 as under: ' '

R A R B

Pay & Allowances [Mln, Rs.} - 8925
Post Retfrement Benefits [Min Rs.] | -
Repair & Maintainance [ln. Rs.)
‘I'raveling allowance "| [Min Rs))
Vehicke maintenanee [Min. Rs.]
Othér expenses {Mln. Rs.]
Q&M Cast, A [Mla, Rs:) RS
Deprictaticn - [MIn. Rs.]
RORR N [Mln. Rs.)

0.Income [Mln. Rs) {0
Margin [Min Rs.] §5 :
For the purpose of rebasing for the lj_eliogl ﬁdﬁ‘li’}am to Dec. 2026, the amount recovered
by the'Petitioner; to the extent of distribution and'supply margin along-with PYA, from
Jul. to Dec. 25, based on interim tarift allowed for the FY 2025-26, has been adjusted from
the revised dssessed tariff for the FY 2025-26. The recovered amount has been calculared
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by applying the Re./kWh rate as per the interim tariff (to the extent of Distribution &
Supply Margm and PYA), with the projected umt sales from July to December 2023,

12.12. The adjusted revenue requirement so worked out for the period from Jan, to Jun. 26 has
been clubbed together with the provisional revenue requirement determined for the
period from Jul. to Dec. 2026, to work out the overall revenue requirement of the
Petitioner for the period from January 2026 to December 2026. The Schedule of Tariff
(SoT) of the Petitioner has been designed accordingly.

12.13. Any under over recovery of the determined revenue requirement for the FY 2025-26,
. based on the allowed regulatory targets in terms of T&D lossés, recovery etc., and
* provisional revenue requiremnent being allowed for the six months period i.e. from Jul. to
Dec.26, would be adjusted subsequently, whilé determmlng the final revenue requirement

of the Petitioner for the FY 2026-27. S

13.  Order
13.1. Inview of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the ¥Y 2025-26
along-with upfront indexation/adjustment from July to December 2026 and Tarif table of
CY 2026 (January 2026 to December 2026) to the extent of its distribution fmction is
summarized as under;

Revised
Allowed FY gﬁ‘_’;‘;‘é
2025-26
FADER O
Unfts Recetved
Units Sold
Units Lost
Allowed T&D Losses
Pay & Allowances {iIn. Bs.] 12,836 | 12,982
Post Retirement Renefits’ [Mln, Rs.] B,o82 |  B,404
Repair & Mainlainance IMln. Rs.] 2714 | 3489
‘'raveling allowance {Min, Rs.] * 376 335
Vehicle maintenance [l Rs.] 979 | .. 1,198
Orher axpenses MInRs]| . 1, 276
O&M Cost {Min, Rs.] [
s Peprichton « 4 s i R TE [M].n Rs‘]
ROEB T 0 ot | M R
Q. Income : (i, Rs.)
Margin = [Mn, Rs.] ERESSECS
Prior Year Adjustment [Mln. Rs.]
Working Capital {Mln. Rs.]
Revenué Requirement - - [Mln Rs.] B AR
Average Tariff ~ [Rs./kWh]

13.2. The above assessment has been carried out based on the data/information provided by the
Petitioner, which the Authority believes is correct and factually accurate. In case of any
deviation / misrepresentation observed at a-later stage, the Petitioner shall be held
responefble for the consequences stipulated u.nder the NEPRA. Act and rules and
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regulations made thereunder. Any consequential adjustment’ if required will be made
accordingly. « : -

13.3. The Petitioner is directed to follow the below time lines for submission of its future
indexaton/adjustment during the MYT control period;

1 Dreacsiption 1 AD]QSTMBNTS{ INDEXATION | TIME LINES ]

ls:lui:s. Wages & Denelis

Post-zetlemens Benclic
Qrhos operay Ites

Deprechtlon . . ' b
R Request to be submitied by Pelkioner in end of July of
'ELH_‘MM&IM—- every year, $a that adjustment / Indematlon for the next

Oifar [come yoar Is detérmired ln timedy manner.

Anmaly at pee the mectoniim ghven inthe

Priar Yeor Adjusinean- Anneally 35 per the mechantsm ghvan In the

. 1 ldectiton
KIBOR Tk Annse iy, &F deeTion
Rerunon Equly (ROE) ' IT;E /i alowed over
[spread A5 per b dpecla st by the dechtion

134, Yor determination of use of system charges based on the aforementioned revenue
requirement the Petitioner is directed to file its use of system charges petitions in line with
apphicable documents.

13.5. 'The Petitioner is responsible to provide distribution service within its service territory on
a non-discriminatdry basis to all the consumers who meet the eligibility criteria laid down
by the Authority and make its system available for operation by any other licensee,
consistent with applicable instructions established by the system opexator.

13.6. The Petitioner i§ directed to ensure separate disclosure of each item In its'audited financial
statements as mentioned in the determination.

13.7. The Petitioner is also directed to ensure bréalcup of its Operating cost in terms of
Dlstnbut:lon and Supply finction separately in its audited financial statements.

13.8. The Petitioner shall follow the performance standards laid down by the Authonty for
distribution and transmission of electric power, including saf‘eL'y. health and
environmental protection instructions issued by the Authority or any Govemmental
agency of the Federal Government or the Provmcml Government;

13.9. The Petitioner shall ensure that it develops, maintains and publicly makes available, its
investment program for satisfying its service obligations and acquiring and selling its assets.

13.10, The Petitioner shall disconnect the pravision of electric power to a consumer for default
in payment of power charges or to a consumer who is involved in theft of electric power
on the request of Licensee,

13.11. The Petitioner shall comply wi.th, all the existing or furure applicable Rules, Regulations,
orders of the Authority and other applicable docurments as issued from time to time.

14 Summary of Direction ’

14.1, 'I_‘he Authority hereby dii'ects the Petitioner to;

i.  Provide year wise detail of amounts depomed in the Fund, amount withdrawn along-
with proﬁn‘mterest earned thereon since creation of I I‘und each year.

ii. Provide the amount of IDC capitalized with its subsequent adjustment request and
" reflect the same in its Audited Financial Statements each year. q M/\D-lfu
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iii.  Ensure that by the time it files its next tariff petition/ adjustment request, MDI for all
consumers at all levels is properly recorded.
iv.  Provide a certification from its Auditors that Repair and Maintenance expendlrure

15.

16..

does not include any CAPEX nature item,

The Determination of the Authority aleng-with order part, is hereby intimated to the
Federal Government for filing of uniform tariff application in terms of section 31 of the
Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997.

The instant determination of the Authority along-with oxder part, be also notified in terms
of Section 31 of the Regulation of Generadon, Transmission and Distribution of Electric
Power Act, 1997, while notifying the uniform tariff application decision of the Authority.

AUTHORITY
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad.
. Tel: +92-51-9206500, Fax: +92-51-2600026
Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/TRF-620/GEPCQ-Supply/2025/ 2. ?{S"‘ go January 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION

FILED BY GUJRANWALA ELECTRIC POWER COMPANY LIMITED
(GEPCQO) FOR DETERMINATION OF SUPPLY TARIFF UNDER MYT
REGIME FOR THE FY 2025-26 TO FY 2029-30

Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 70 pages).

2, The Determination of the Authority, is hereby intimated to the Federal Government for filing
of uniform tariff application in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997. The instant determination of the Authority along-with order
part and Annexures, be also notified in terms of Section 31 of the Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of
the Authority.
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Plaza, 73-West, Fazl-e-Haq Road, Islamabad
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Abbreviations -
CpGenCap The summation of the capacity cost in respect of aH CpGe.ncos for a billing
period minus the amount of liquidated damages received during the months
ADB Asian Development Bank
AMI Advance Metering Infrastructure
AMR Automatic Meter Reading
BoD Board of Director
BTS Bage Transceiver Station
CAPM Capital Asset Pricing Model
CDP Common Delivery Point
COss Cost of Service Study
CPPA (G) Central Power Purchasing Agency Guarantee Limited
CTBCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress
DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company
DM Distribution Margin
DOP Distribution of Power
ELR Energy Loss Reduction
ERC Energy Regulatory Commission
LRP Enterprise resource planning
ECA Fuel Charges Adjustment
TFY Financial Year
GIS Geographical Information System
GOP Government of Pakistan
GWh Giga Watt Hours
HIU Hand Held Unit
RT/LT High Tension/Low Tension
sp High Speed Diesel
IGTDP Integrated Generation Transmission and Distribution Plan
IESCO Islamabad Electric Supply Company Limited
KIBOR Karachi Inter Bank Offer Rates
KSE Karachi Stock Exchange
Kv Kilo Volt
kW Kilo Watt
kWh Kilo Watt Hour
LPC Late Payment Charges
MDI Maximum Demand Indicatox
MMBTU One million British Thermal Units
MoWwP Ministry of Water and Power
MVA Mega Volt Amp C%. !‘{ Ao
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MW Mega Watt

NEPRA Naticnal Electric Power Regulatory Authority
NOG Network Operaton Centre

NTDC National Transmission & Despatch Company
O&M Operation and Maintenance

QGRA Oil and Gas Regulatory Authority

PEPCO Pakistan Blectric Power Company

GIEPCO Gujranwala Electric Power Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDF Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RFQ Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

‘Roll Return on Equity

RORDB Return on Rate Base

ROR Rateof Return

SBP - State Bank of Pakistan

SOT Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TFC, Term Finance Certificate

TOU “Time of Use

TOR Term of Reference

TPM Transfer Price Mechanism

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

WACC Weighted average cost of capital

WAPDA ‘Water and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
GUJRANWALA ELECTRIC POWER COMPANY LBMITED (GEPCO) FOR
DETERMINATION OF SUPPLY TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO
FY 2029-30

CASE NO. NEPRA/ TRF-620/GEPCO/MYT-Supply/2025

PETITIONER
Gujranwala Electric Power Company Limited (GEPCO), 565-A, Model Town Gujranwala,

INTERVENER
Nil

COMMENTATOR
NIL

REPRESENTATION

GEPCO was represented by its Chief Executive Officer along-with its Technical and Financial
teams,
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1. Background
1.1.  The Authority awarded a Multi-Year Tariff (MYT) to Gujranwala Electric Power Company
(GEPCO), for a period of five years starting from 1+ July 2021 till 30 June 2025, Upon expiry
of its MYT on 30.06.2025, GEPCO (hereinafter also called as “the Petitioner"), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions for the
determination ofits Distribution and Supply of Electric Power Tariff under the MYT Regime
for another periad of five years i.e. from FY 2025-26 to FY 2029-80, in terms of Rule 3 (1)
of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules”).
1.2.. GEPCO was required to file its new MYT petitions for the Distribution and Supply functions
" by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
Tariff (Methodology and Process) 2015, after incorporating therein, the approved number
of investments and taxget of T&D losses. However, the petitions were filed with considerable
delay i.e. on 29.04.2025, and were based on the requested numbers of Investment and T&D
losses. GEPCO also requested for grant of interim tariff for the FY 2025-26, in order to allow
for timely rebasing of consumer-end tariff effective July 1, 2025, as considerable time would
be required to finalize the MYT petidons. The Authority acceded with the request of
GEPCO and granted an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26,
subject to adjustment and/ or refund, based on the final determination of the Authority in
the matter of MYT petitions of the Petitioner.
1.3. The Petitioner, inter alia, requested the fo]lowmg margin for its supply of power function
for the five years cont:rol penod
Power Purchoye Price R, Mln 317,718 306,094 319,377 314,857 a12,333
Esergy Charges Re.Min ] 109976] 101,633 92,918 93,561 90,580
Capachy Chaeges Re.Mh ] 195,158] 183533 201419] 204,290 203,603
Use of Systom Gharges Rs.Mla MaB | 14606 15,503 16,855 17,985
Marker Operotot Fee s, Min 120 122 137 151 165 |
{Distcibution Business Cost | Ra. Min]  38.194]  4i766] 45.637] 49011  s1879]
Supply Busk Cost \
Pay & sflownees Re.Min_|_ 3440 3782 4157 4570 S0
Employees benefis Re, Min 709 780 857 942 1.038
Post-zetirement Benefis Rs. Mln 3454 3,181 3.117 2961 2.813
‘Traveling expersos ~_|Rs. Min 115 124 133 139 146
Repolr and Moirserce___|Rs. Min 38 a1 14 46 48
Vehids expenscs Re. Min 57 il &5 69 2
Orher expense Rs, Min 951 1,029 1104 1,161 1,217
Total OBM Cors - Rs.Mio | 8974 9,098 9,477 9,888 10,358
Denprechiion . [Rs.mln 4 96 kil 130 147 - 166 .
ReswmonRote Baga - [fs, Mt 175 216 256 | 286 |- 3
Gross Morgin Rs. Min 9,045 9.425 9,863 10,321 10,626
1.c55; Qther Income Rs. Min (3793 @I (4.589) 5,048 5,553
Net Margin Ry, Mln 5,352 5,253 5374 - §,273" 5,273
Priot Year Adfusument Re. Min 24375
Fotal Revenuo Roquitemon: - [Re. Min | 385530 | 353,118 { 361,288 | 369,141 | 369,485
Prafocsed Saks Gwh__ | 10619 | 1036 10.533 10526 | _ 10514
Requested TerlT T |ReWh| 363t | 8343 3430 35,09 35.14
2. Proceedings
2.1. Interms of Rule 4 of the Rules, the petition was admitted by the Authority, Since the impact

S|Papge

of any such costs has to be made part of the consumer end tariff, therefore, the Authority,
in order to provide an opportunity of hearing to all the concerned paxties'and to meet the
ends of natural justice, decided to conduct 8 hearing in the matter.
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2.2. Hearing in the matter was scheduled on November 04, 2025, for which notice of admission
/ hearing along-with. the tide and brief description of the petition was published in the
newspapers on 25.10.2025, and also uploaded on NEPRA website; Individual notices were

also issued to stakeholders/ interested parties.
3. Issues of Hearing

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

arglments;
i, Whether the projected Power Purchases Price (Energy & Cost) for the FY 2025-26 is
justified?

ii.  Whether the requested/projected O8M cost {including new hiring, if any) is justified
and what are the basis for such projections?

iii,  Whether there should be any bifurcation of O&M on the basis of control]able and
uncontrollable costs / factors?

iv.  Whether the requested/projected amount under heads of Other Income, Depreciation
and RORB based on WACC of 12.39% is justified?

V.  Whether the requested PYA is justified?

vi. = What will be adjustment mechanism for future indexation of different components of
revenue requirement during the MYT? Whether there should any efficiency factor (X
Factor) and Z~Factor?

vii,  Whether there should be any fixed charges on Units exported by net metering users
to the extent of Transmission and Distribution charges or otherwise?

vili,  Whether the recovery target and provision for bad debt as provided in petition is
justified?

ix,  Whether the existing fixed charges applicable to different consumer categories needs
to be revised and requires any changes in mechanism for charging of such charges
based on Actual MDI or Sanction Load or otherwise? Whether there should any Fixed
Charges on consumer’s categories who are currently not paying any fixed charges?

% Whether the Schedule of tariff be designed on cost-of-service basis or otherwise?
xi.  Whether there will be any claw back mechanism or not?
xii.  Any other issue that may come up during or after the hearing?
4, Filing Of Objg_qﬁdnsi Comments
4.1, Comments/replies and filing of Intervention Request (IR), if any, were desired from the
interested person/ party within 7 days of the publication of notice of admission in terms of
Rule 6, 7 & 8 of the Rules. In response no intervention request/ comments were received.
4.2, During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and financial teams,
4.3. On the basis of pleadings, eﬂdence/record produced and arguments ralsed during the
‘nearmg. issue-wise findings are given as under;
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5. Whether the projected Power Purchases Price (Energy & Cost) for the FY 2025-26 is
justified?

5.1, The Petitioner, in its petition submitted that the quantitative data presented in the
Distribution and Supply petitions is derived from GEPCO's Business Plan for FY 2025-26 to
TY 2029-30 already submitted to NEPRA. for approval, which includes detailed forecasts of
demand and losses. The projections for demand, losses, and sources of units purchased as per
submitted Business Plan are as follows:

Projected demand and Losses | 2023-24 | 2024-25 | 2025-26 | 2026-27| 2027-28| 2028-29 2029-30

MDI (MW) 2,424 2,444 2,490 2,546 2,598 2,680 2,795] .
Units Purchased (MkWh) 11,0944 11,858} 11,650| 11,585 11,543| 11,522 11,509
Units Sold (MKWh) 10573| 10,802] 10,619 10,566 10,533] 10,520 10,514
Unfis Lost {(Mk'Wh) 1,371 1,056 1,031 1,019 1,010 1,002 995
Units Lost %apge 11.48%] B.90% 8.85%] B.80% 8.75% 8.70%| 8.65%
Source wise Purchases 2023-24 | 2024-25 | 2025-26| 2026-271 2027-28 | 2028-29]2029-30
From CPPA-G 11,813] 11,601 11,143 10,803} 104571 10,104 9,725
From Head Marala 19 19 19 19 19 19 19
From Chianwall 12 14 14 14 14 14 14
From Not Maeteting 100 224 474 749 1,052 1,385 1,751
Total 11,944| 11,858 11,650| 11,585| 11,543] 11,522 11,509

FPP Profections fﬁfﬁ; (fo:r‘:ia) 2025-26| 2026-27 | 2027-28] 2028.29 | 2029-a0
Encrgy Charges 127,380 114,769 169.976] 101,833] 92,918 93561 90,580
Capacity Charges 166,007 193,155 193,158 189.553] 201,415) 204,290 203,603
Use ofSﬂterﬁ Charges 156,120 16,114 14,4640  14.606] 15903 l§.=§§5 17.985
Market Operation Fee 101 116 120' 122 137]. 151 165

Totel 00,6081 524,134| 517,718] 806,095] 310,376] 314,857] 312,333

5.2. The Petitioner submitted that these projections provide a reasomable estimate of the
expected PPP over the petition period, derived from the Medium Demand Scenario outlined
in CPPA-G’s “Power Purchase Price and End Consumer Outlook Report for FY 2026-2034",
However, it 18 important to highlight that these projections are indicative and subject to
NEPRA’s annual determination of PFP, which will incorporate actual market conditions,
including fluctuations in exchange rates, fuel prices, and demand patterns, Once
determined, the PPP will remain a pass-through cost, adjusted through NEPRA's established
monthly and quarterly mechanisms to ensure transparency, accuracy, and faimess for all
stakeholders,

53. GEPCO submitted that for FY 2019-20 & MYT 2021-25, it has allocated entire Power
Purchase Price to its Power Supply Business and the Authority also in Tariff Determination
FY 2019-20 & MYT 2021-25 has adopted the same principle, therefore Power Purchase Price
for the years 2025-26 to 2029-30 has been allocated to GEPCO Powey Supply Business.

5.4. The Petitioner during the hearing submitted that the projected energy sales have been
arrived-at on the basis of PMS based Demand Forecast and Energy Purchase has been
caleulated accordingly after allowance of T & D Losses. The T & D losses are based on latest
independent 3 party study. :

5.5. The Authority noted that PPP is the major component of consumer-end tariff, which
accounts for around 90% of total consumer-end tariff. The Authority has determined the
power purchases (GWhs) along-with its cost for each of the DISCOs through a separate

S e’
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decision, therefore, for the purpose of instant decision, the power purchases (GWhs) of the
Peditioner as per the separate PPP decision, have been taken into account,

‘Whether thé requested MYT for a contyol periad of five yeafs is justified?

The Petitioner submitted that the petition has been filed in accordance with the Rule 3(1)
and Rule 4(7) of the Rules and NEPRA Performance Standards (Distribution) Rules 2005.
As per Rule 17 (3) (1) of the Rules, tariff should allow the licensee the recovery of any and
all costs prudently incurred to meet the demonstrated needs of their consumers. The
Petitioner also submitted that it has filed Investment Plan and assessment of T&D losses for
a period of five years, which are under deliberation with the Authority.

The Authority observed the Petitioner has requested for a five years tariff control period i.e.
FY 2025-26 to FY 2029-30, in line with its five years investment plan. The Authority also
noted that approval of the investment plan and assessment of T&D losses of the Petitioner
for five year period is at advanced stage, therefore, to align the investment requirements of
the Petitioner, with its tariff determination, which is a tool to incur and recover the allowed
amount of investments, the Authority has decided to approve the tariff request of the
Petitioner under the MYT tariff regime for a control period of five year i.e. from FY 2025-
26 dll FY 2029-30. The terms & conditions, given by the Authority, in the Distribution and
SoLR license, as modified from time to time, of the Petitioner would be applicable during
the MYT control period.

Whether the requested/projected Q&M cost {including new hiring, if any) is justified and
what are the basis for such projections? _

Whether there should be any bifurcation of O&M on the basis of controllable and
nncontrollable factors / costs? | :

The Petitioner submitéed that Distribution Margin is a pivotal aspect of the tariff structure,
ensuring that GEPCO can recover the necessary costs for providing reliable and efficient
power distribution services. The Petitioner submitted that the NEPRA Consumer-end-Tariff
(Mei:hodology & Process) Guidelines 2015 emphasize the need to identify a base year for
determining a company's revenue requirement. This base year, which can be a historical
financial year with actual or audited results, or a mix of actual and projected results, serves
as the foundation for tariff projections, For GEPCQO’s MYT period (FY 2025-26 to FY 2029-
30), it is proposed that the Audited Financial Statements of FY 2023-24 be used as the base
year, providing a solid basis for projecting the company’s revenue requirements,

At its core, the Distribution Margin consists of the following components:
¥ Operating & Maintenance (O & M) Expense;

v' Depreciation; '

v . Return on Rate Base;

V" and Other Income.

GEPC_O requested approval ﬁ-om the Authority for the O&M costs for DoP and SoP for FY
2025-26, s detailed below, which are part of the MYT period (FY 2025-26 to FY 2029-30).
A summary of Petitioners submission is as under;

Y s
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v Operating & Maintenance (O&M) Expenses
v’ The Petltioner submitted that the head of Salaries, Wages, and Other Benefits, comprising
employees' pay, allowances, and post-retirement benefits, constitutes over 86% of GEPCO's
total O&M costs, excluding depreciation. Employees of XWDISCOs, including GEPCO, are
hired on Government pay scales, making them subject to salary increases announced in the
Federal Budget. As such, Salaries and Wages costs are considered uncontrollable for DISCOs
operating under public sector rules.

v GEPGO stated that it has adopted Audited Accounts for FY 2023-24 as the base year to
determine Salaries and Wages costs, given the current MYT control period will end on
30.06.2025. GEPCO proposes that gains or losses from the current MYT period should not
carry forward into the new MYT to ensure transparency and avoid distortions.

v ‘Thé actual cost under Salaries and Wages (excluding post-redrement benefits) for Y 2023-
24 is Rs. 13,735 million. To project costs for FY 2025-26, the following adjustments have
been incorporated 20% / 25% salary increase as announced in the Federal Budget for FY
2024-25 and 5% annual increment,

v The resulting projected cost for Salaries and Wages is Rs. 16,598 million for FY 2025-26,
covering both Distribution and Power Supply functions, OF this, Rs. 12,448 million and Rs.
4,150 million pertains to the Distribution and Supply function, calculated using the
allocation methodology previously endorsed by NEPRA. GEPCO requests NEPRA to
approve Rs. 16,598 million as the reference cost for the MYT control period FY 2025-26 to
FY 2029-30. . .

v For indexation of the cost, considering the fact that employees of GEPCO were hired on
Government pay scales, and any salary increase announced by the Federal Government in
the Federal Budget is applicable on the employees of the GEPCO, therefore, being un-
controllable cost, the Authority is requested to actualize the Pay & Allowances cost of
GEPCO, based on its audited accounts for the relevant year for its existing employees, The
impact of any such adjustment would be allowed as part of PYA in the next indexation /
adjustment request or tariff determination as the case may be. Purther, Costs for new
recruitment .will be allowed after the recruitment is completed, based on actual costs
incurred and quantified benefits. '

Additignal Reeruitment

v The Petitioner submitted hat the projected Salaxies and Wages cost for existing employees,
which already accounts for any new hiring completed up to 30.06.2024, it has not claimed
upfront costs for additional recruitment in this petiton. GEPCO further submitted that it
recognizes NEPRA's decisions in recent MYT determinations for other DISCQs (LESCO,
FISCO, IESCO), where the Authority decided that costs for new recruitment will only be
allowed after the recruitment is completed, based on actual costs incurred and quantified
benefits. In alignment with these decisions, GEPCO will follow the same approach to
maintain consistency and regulatory compliance. GEPCO is committed to submitting the
requisite details of any hiring, including financial jmpact and associated benefits, in
subsequent adjustment or indexation requests for NEPRA’s consideration.

¥ While GEPCO is not claiming the upfront costs for additional recruitment in this petition,
it is important to highlight that GEPCO has already submitted its Integrated Human

Qs
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Resource Plan to NEPRA as part of the GEPCO Business Plan for FY 2025-26 to ¥Y 2029-
30. '
a) Baseline

v’ GEPCO submitted that it faces a significant challenge due to 6,868 vacant positions,
impacting its operational efficiency. The current workforce status is as follows:

Description]  OFCeS Officials Total fm’;‘:
Tech[Non-Tech| Tech [Non-Tech| Tech |[Non-Tech
Sanctioned | 358 12313,186] __ 4544]13,544] 4,667 18,211
Working__ | 285 82| olst 1795| 9,466] 1,877 11,343
73 a1] 4005 2749 4078] 2,790 6,868
Vacant 114 6,754 6,868
23.70% 38.09% 37.71%

b) Impact of Automgtion and Functione] Improvement on HR Requirements

v" In order to prepare future workforce requirements, impact of automation and functional
improvements in coming years has been considered. The existing workforce yardsticks
prepared against number of consumers to be managed by an office is being reviewed in view
of funcdonal improvements like ERP, AMI, SCADA. and GIS ete, However, in order to
operate these new projects additional workforce is also required which has also been
considered, ' '

c) Additional HR Requirements

¥ Based on the current workforce position, anticipated consumer growth and future expansion
plans in GEPCO, following expansion in sectioned posts is proposed to ensure smooth,
reliable and efficient operations across departments of GEPCO. -

. No. of Manpowaer

Sr#]. Offices offires zequirement
Fundamental Requirements:

1 .[Division 5 120

2 {Sub Divisions a9 4,017

3 |Revenue office 5 165

4 |Construction Sub Divisions 2 " 98
"'atal (Fundamental) — A 4,400
Qptional Requirements:

1°[Cirele -~ 1 45

2 [Computer Cente 1 51
.3 | Construction Division 1 i8

4 [M&T Division 1 26
Total {Opticnal) — B : 140
Grand Total (A + B) 4,540

d) Updated Position of HR workforce reguirement

v' Baséd on the current workforce position and prbposed expansion in workforce of GEPCO,
updated workforce position will be as tabulated below;

. . Officers Officinls Total
Des_cr_lp tion Tech|Mon-Tech| Tech [Non-Tech| Tech [Non-Tech Grand Total
Sanctioned { 410 129] 16,651 5,561| 17,061 5,690 22,751

X ey
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v Above sanctioned strength is based on current fundamentals, however, with gradual
expansion in network outreach, customer base and advent of CTBCM related interventions,

GEPCO may need to have more Manpower.

v GEPCO shall take.all possible measures to recruit suitable incumbents against vacant posts
arising due to the mismatch between sanctioned strength and actual working manpower.
However, such recruitment will be subject to approvals of BOD and submitting the requisite
details of any hiring, including financiel impact and associated benefits, in subsequent
adjustment or indexation requests for NEPRA’s consideration.

st-Retirem ene
v Regarding post-retirement benefits the Petitioner submitted that the head of Post-
Retirement Benefits includes employees' pension, free electricity, and medical facilides. As
employees of XWDISCOs, including GEPCO, are hired on Government pay scales, any
pension increase announced by the Federal Government in the Budget is also applicable to
retired employees/pensioners of DISCOs.

v The Petitioner stated that it has complied with the Authority's previous directive to create
a separate fund for post-retirement benefits. This was done to ensure that the company
records its liabilities prudently, with the funds being transferred to a separate legal entity.
This approach ensures that the fund generates its own profits, remains separate from
GEPCO's routine operations, and reduces the Distribution Margin, which can lower the
consumer-end tariff in the long run,

_ Rs. Min

Years . 2020-21 [2028-22 | 2022-23 §2023-24 | Tetal

Amount Allowed by the
Authority 10513 11,937 13,131 9,227) 44,808

Complisnce by GEPCO up to 30-06-2024:
Less: Post Rectrement 3843 4.233' soa| 7603 2088

Benelits Pald

Less: Conudbution Made 1o

Poreion Fund . - 6704 19,121 25825
b Total 3,643 4238 11,048] 25210 45,643]
Excess amouat Paid up to 30.06.2024 1,835}

¥ Based on above the petitioner submitted that it has complied with the earlier directions of
the Authority and deposited excess amount in the fund over & above its actual payments,

v The post-retirement benefits cost provision for FY 2025-26 is based on the actwarial
valuation report and the audited financial statements for FY 2023-24, which amount to Rs,
13,815 million and Rs. 10,361 million allocated to Distribution Business and Rs. 3,454
million allocated to Power Supply Business, Future indexations will follow the mechanism
defined by the Authority in Para 47 of GEPCO's MYT Determination, which allows post-
retirement benefits to be based on the actuarial valuation report or the latest available
audited financial statements. - :

Repair & Maintenance (R&M) Cdsts:
v Regarding R&M cost the Petitioner submitted that the adherence to service standards and
improvement in customer services are primarily dependent on the continuous repair and

maintenance (R&M) of the distribution network, For the fiscal year 2025-26, GEPCO has
based its projections on the costs reported in its Audited Financial Statements for FY 2023-
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24, which serve as the base year for estimating operational and maintenance (O8M)
expenses and ather miscellaneous costs for the upcoming MYT control period.

v" ‘With the current MYT ending on June 30, 2025, GEPCO considers it prudent to rely on the
actual costs of Y 2023-24 amounting to Rs, 1,657 million when projecting R&M expenses
for Y 2025-26. This approach ensures that any gains or losses from the prior MYT control
period do not carry over into the new control period. After accounting for inflationary
adjustments reflected in the Audited Financial Statements for FY 2023-24, GEPCO has
proposed an allocation of Rs. 1,905 million for R&M expenses for FY 2025-26, encompassing
both its Distribution and Supply Functions while excluding metex-related costs. To
determine this figure, GEPCO applied the National Consumer Price Index (NCPI) as of
December 2024 i.e. 7.22%.

v GEPCO hes requested that all expenses, including R&M, be adjusted by NCPI-X throughout
the tariff control period, This request aligns with the current tariff methodology and ensures
consistency in expense adjustments.

v' GEPCO has used its adopted criteria to allocate costs across functions. Based on this
methodology, the R&M cost for the Power Supply Business for FY 2025-26 Is calculated to
be Rs, 38 million, The projected R8M cost of Rs. 1,505 million for FY 2025-26 will serve as
the reference. cost for future R&M expenses during the remaining MYT control period.
Adjustments to these costs, including the application of CPI-X, will follow the prescribed
mechanism outlined. in the tariff petition, This approach aligns with the current tariff
methodology and ensures consistency in expense adjustments, Additionally, GEPCO has
complied with the Authority's directive to capitalize meter-related costs, ensuring they are
excluded from this projection,

Other O8M Expenses

v' These expenses cover essential operational functions such as traveling costs, transportation,
bill collection, building rent, NEPRA fees, insurance, rates and taxes, and other operating
and maintenance actvities. The PEPCO Management Fee is excluded from Other Q&M
Expenses as per the Authority's directives. Audited Other O&M expenses for FY 2023-24
amounts to Rs. 2,566 million including travelling expenses, vehicle running expenses &
other expenses. NCPY of 7.22% of Dec-24 has bean applied for projection. It is further added
that Rs. 50 million is also added in FY 2024-25 for C8R Activities under the direcdons of the
Authority. Accoxdingly, the requested amount of Rs. 3,003 million for Other Q&M Expenses
in IFY 2025-26 will serve as the reference cost for future adjustments throughout the MYT
period. Of this, Rs. 1,870 million and Rs. 1,133 million are allocated for the Distribution and
Supply of Power functions for Other O&M Costs.

v' In line with the NEPRA. Consumer-end-Tariff Guidelines (2015), the Q&M portion of the
Distribution Margin will be indexed to the Consumer Price Index (CPI), with adjustments
for efficiency gains (X factor). It is requested that X factor to be set at zero for the first three
years (FY 2026-28), to allow an adequate transition period to the private sector participant
after the privatization of the Company, and subsequently at 10% and 20% of CPI during
years four and . five respectively.- The DPetitioner also requested following
adjustment/indexation mechanism for O&M cost;

O &M (Rev) =0 & M (Ref) X [1 + (ACPI-X))
Where '
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O&M [Rev) = Revised O&M Expense for the Current Year

OBM(Ref) = Reference O&M Expense for the Reference Year

ACPI =  Change in Consumer Price Index published by Pakistan Buzeau of

Statistics l

X =  Efficlency factor

¥ The Petitioner during hearing revised its requested and submitted the following projections
and justifications regarding O&M cost;
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Grand Tolek 15253 34774 76126215 24 3,459

8.4. The Authority observed that as per section 31(3) of NEPRA Act, following general
guidelines shall be applicable to the Authority in the determination, modification or revision
of rates, charges and terms and conditions for provision of electric power services;

V' (a) tarifis should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tariff.”

V' (B) tariffs should gen era!;’y be calculated by including a depreciation charge and a rate
of returnt on the capital investment of each licensee commensurate to that earned by
other investments of comparable risk;

V' (¢) tariffs should allow licensees a rate of return wihich promotes continued reasonable
Investment in equipment and facilities for improved and efficient service;

V' (d) tari s should include a mechanfsm to allow licensees a benefit from and penalties
for fatlure to achieve the efficiencies In the cost of providing the service and the
quality of service;”

85,  Puarther, as per NEPRA determination of Consumer-end-~Tariff (Methodology & Process}
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multizyear tariff regime or annual

I iralix
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tariff regime, "Base Year" has been defined as the year on which the annual or multiyear
tariff projection is being made, which may be a historical financial year, for which the
actual results/audited accounts are available, It may be a combination of actual results and
projected results for the same financial year or it may be a pure projection of a future
financial year.

Here it is also pertinent to mention that as per the approved tariff methodology the Power
Purchase Price is the only uncontrollable cost which is allowed a pass-through item. The
other remaining costs are to be treated as controllable costs.

. Considering the fact that the MYT has been filed for a period of five years i.é. from FY

2025-26 o FY 2029-30, and the cost for the I'Y 2025-26 i.e, test year, is being assessed as
reference cost during the MYT control period, the Authority has decided to consider the
costs as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base

year.

The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach. In a
regime where the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the allowed and actual OPEX in the form of efficiency savings or
Josses, Thus, resulting in two broad options, one that the utility bears all savings or losses,
i.e. no action is taken by the Regulator. The 2™ that the utility shares the savings or losses
with consumers. The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utility and
its customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next period to compensate for a deviation
from allowed OPEX in the current period except for certain allowed adjustments in terms
of CPI ete,

In view thereof, the head wise assessment of the Petitioner under each of the requested
costs is as chscussed hereunder.

alaries, Wages end Other benefits (excluding post—retlrement benefits)

The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retivement benefits and accounts for over 80% of the
Petitioner's total O8M costs, excluding therefrom depreciation and RoRB. The Authority
understands that employees of XWDISCOs are hired on Government pay scales; thus, any
salary increase announced by the Federal Government in Fiscal Budget is also applicable
on the employees of XWDISCOs. Therefore, salaries & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in ptib]ic sector,

Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference’ during the MYT control period, the Authority has taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the Petitioner subsequently in this regard. The Authority is of the
view that since the previous MYT of the Petitioner has ended on 30.06.2025, therefore, it
would be appropriate to account for the actual cost of the base year while projecting
Saluries, Wages and Other benefits for the FY 2025-26, as any gain/loss of the previous
M_YT control period may not be carried forward in the new MYT. q
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The actual total cost as provided by the Pettioner for the FY 2024-25, under Salaries &
Wages (excluding postretirement bénefits, discussed separately) is Rs.15,399 million. The
said amount has been considered as base cost and increases as approved by the Federal
Government on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hac
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e. 5% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding postretirement benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs.17,114 million.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism prescribed in the instant determination,

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation. of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitionex has been used.
Thus, the cost of Salaries, Wages and other benefits (excluding postretirement benefits) for
the FY 2025-26 pertaining to the Supply function works out as Rs.4,279 million.

The assessed Salaries & Wages costs for the FY 2025-26 i.e. Rs.4,279 million, shall be
considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant
determination,

Considering the fact that employees of XWDISCOs are hired on Government pay scales,
and any salary increase announced by the Federal Government in the Federal Budget is
applicable on the employees of the Petitioner, therefore, being un-controllable cost, the
Authoxity has decided to actualize the Pay & Allowances cost of the Petitioner, based on
its audited-accounts for the relevant year for its existing employees. The impact of any
such adjustment would be allowed as part of PYA in the next indexation/ adjustment
request or tariff determination as the case may ba.

Additiopal Recruitment and Outsourciog

Regarding additional recruitment, the Authority observed that Salaries & Wages cost for
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for. For future recruitment, the Petitioner itself requested to allow cost on account of new
hiring once the new recruitment is completed. The Authority also understands that any
allowing cost upfront either on account of new hiring, would be unfair with the
consumers, without considering/ analyzing its benefits. The Authority understands that it
will be in a better position to adjudicate on the issue, once the Petitioner provides details
of actual cost incurred in this regard and substantiates the same with the quantified
benefits accrued, Although, the Authority has decided to actualize the Pay & Allowances
cost of the Petitioner, based on its audited accounts for the relevant year, however, that
would only be to the extent of existing employees. Accordingly, the Petitioner is directed
to provide detail of new recruitment during each year or new hiring if any, along-with its
financial impact and benefits accrued, for consideration of the Authority, in its subsequent
adjustment/ indexation request, '
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Post-Retirement Benefits

8.18. The Authority noted that the head of post-retirement benefit includes employees’ pension,
free electricity and medical facility. The Authority also understands that employees of
XWDSICSOs are hired on Government pay scales, thus, any pension increase announced
by the Federal Government in the Budget is also applicable on the retired employees of
XWDISCOs,

819, It is also pertinent to mention that the Authority in its previous determinations,
considering the overall liquidity position in the power sector and in order to ensure that
XWDISCOs fulfil their legal obligadons with respect to the post-retirement benefits,
directed the XWDISCOs to create a separate fund in this regard. The rationale behind
creation of separate fund was to ensure that DISCOs record their Hability prudently as the
funds would be transferred into a separate legal entity, which would also generate its own
profits, as it would be kept separate from the Company's routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariffin longer run.

8.20. In compliance with the Authority’s direction, the Petitioner has created a separate Fund
for its post-retirement benefits and provided following details of its pension fund balance

and Payments made thereof;
. Amount
Amownt | toba Accummlated
Yeer H“:‘:D:un:md Told ta  |Tramsfee ;:‘::;::t;:i ::ﬂ:' Pund Bslance ] .
- Pémigoers | ted te el of Proflt
i Fupd
15-16 1,522 1522 - -
2M&17 1953 1553 - - - -
2007-16 [ - 2609 | 3600 : B - -
201813 .07 o - - -
201920 ¢ - .19 3,198 -
2020:2| 10513 3,643 5,870 Lt hd -
0122 11,337 4238 1663 1 - 1
203223 131 5244 | 1887 6.701 213 £:4%0
200324 §.237 7693 | 153 75.82% 1,278 25,824
FY 2024-25 13,174 ATH 5501 4,989 35,689 |

8.21. From the above table, itis clear that the Petitioner has complied with the earlier dlI'ECthDS
of the Authority and deposited excess amount in the Fund, after making actual payments,
In view thereof, the Authority has also decided to allow the Petitioner, provision for Post-
retirement benefits, for the FY 2025-26 as well,

822, Here it is pertinent to mention that since audited uccounts of the Petitioner for the FY
2025-26, are not yet available, thierefore, information provided by the Petiioner for the
FY 2024-25, has been relied upon and provision reported as for FY 2024-25, has been
considered for FY 2025-26 i.e, Rs, 11 976 mﬂllon, for its both Distribution and Supply of

Pawer Functions.

8.23. The Peuuoner is divected to deposit the amount of pI’OVlS].OIl, over and above their actual
post-retivement benefit payments, in the Fund and in case of failure to deposit the excess
amount in the Fund, the same shall be adjusted/deducted in the subsequent tariff
determination and from thereon, only actual amounts paid and amount transferred into
the fund would be allowed. Here it is also.pertinent to mention that Petitioner has
deposited Rs, 7,196 million over and above the allowed amount, therefore, the Authority
has decided to allow the amount of Rs. 7,196 million already deposited by the Petitioner
in the Fund as paxt of PYA.

I6|Page
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8.24. Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terns of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in terms of Distribution and Supply
Functions, the criteria as adopted by the Petitioner has been used. Accordingly, the cost
of post-retirement benefits for the I'Y 2025-26 pertaining to the Supply Function works
out as Rs,2,994 million, to be adjusted in the MYT Control period zs per the ad]ustmem:
mechanism provided in the instant determination,

Repair & Maintenance Costs

8.25. The Authority has carefully examined the Petitioner's request and also analyzed the past
trend of R&M expenses of the Petitioner, The Authority understands that the adherence
to service standards and improvement of customer services is only possible through
continuous repair and maintenance of distribution network, however, at the same time
the Petitioner has also requested for huge CAPEX for making additional investment in
Fixed Assets, resulting in new, expensive and efficient equipment, leading to overall
reduction in R&M cost and increasing the total Assets base.

8.26. The Authority is also of the view that since the previous MYT of the Petitioner has ended
on 30.06,2025, therefore, it would be appropriate to account for the actual cost of the base
year while projecting Q&M expenses and other Misc. expenses for the FY 2025-26, as any
gain/loss of the previous MYT control perfod may not be carried forward in the new MYT.

8.27. Inview of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.2,770 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact as also requested by the Petitioner,
on the R&M cost as per the audited accounts of the Petitioner for the FY 2024-25 for both
the Distribution and Supply functions. The same is hereby allowed to the Petitioner for
the FY 2025-26 for both its distribution and Supply Functions. :

8.28. Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in terms of Distribution and Supply Functions, therefore, for the purpose of allacation. of
total cost of R&M costs in terms of Distribution and Supply Functions, the criteria as
adopted by the Petitioneér has been used. Accordingly, the cost of R&M for the ¥Y 2025-
26 pertaining to the Supply function works out as Rs.53 million, :

829, The assessed repair-and maintenance cost for the FY 2025-26 i.e. Rs.55 million, shall be
considered as the reference cost for working out future repair and maintenance expenses,
iri the remaining control period as per the ad]ustment mechanism prescnbed in the instant
determination.

8.30. The DISCOs are also directed to provide a certification from its Auditors that Repair and
Maintenance expenditure does not include any CAPEX natire item. In case any CAPEX
nature cost hag been booked as R&M expenses, the'same may be disclosed separately in
the financial statements. The Authority may consider to revise the R&M assessment of the
Petitioner, based on such disclosure/certification. -

QOther Q&M Expenses

831, The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the

tariff control penod Here it is pertinent to mention that the Petitioner itself has requested

er/\c@u
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that other O&M expenses, may be linked with CPI during the entire tariff control period.
The Petitioner has alse requested to allow Rs.50 million on account of CSR aceivities.

Tor assessment of Other O&M costs for the FY 2025-26, the Authority, keeping in view
the cost as per the accounts of the Petitioner for the FY 2024-25, and incorporating therein
inflationary impact as also requested by the Petitioner, has decided to allow an amount of
Rs.2,950 million to GEPCO for the FY 2025-26. The allowed amount of Rs, 2,950 millicn
is being allowed for both the Distribution and Supply of Power function for the FY 2025-
26,

However, while working out the other O&M expense the cost on account of PEPCO

" management fee has been excluded, as also excluded by the Petitioner itself., Similarly, no

cots on account of CSR activities is allowed as part of O&M expenses, and the Petitioner is
direct to carry such activities from its allowed returns,

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
oftotal cost of gther O&M costs in terms of Distribution. and Supply Functions, the critetia
as adopted by the Petitoner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the supply function works out as Rs, 319 million.

By considering the figures as per financial statement, the Authority has incorporated all
the costs including bill collection, building rent, NEPRA fee, insurance cost, rent, rates &
taxes, and travelling, transportation etc.

The aforementioned assessment for the T'Y 2025-26 shall be considered-as reference for
working out future Other Operating Expenses for remaining tariff control period to be
adjusted based on chiange in “NCPI-General”, in line with the mechanism provided in the
instant determination. However, the vehicle running expenses would be adjusted with
“NCPI-Transport”, in line with the mechanism provided in the instant determination.

In case the Petitioner's actual O&M cost (excluding pay & Allowances & post-retirement
beniefits) for the relevant year as per its audited accounts is lower than the amount allowed
for that year, any saving in' this regard, shall be shared between consumers and the
Petitioner in the ratio of 50:50; For future indexation of O8&M cost during the MYT control
period, the lower of allowed O&M cost or actual O&M cost of the previous year,-after
excluding therefrom the eapex nature O8M and amount of O&M capitalized, if any, and
pay & allowances & post-rel:u'ement benefits, shall be considered as reference,

If the.actual O8M cost for the previous year, as referred above is not available at the time
of projecting next year's O8M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism. Once the audited
account. for the-previous year are available, the already projected O&M cost shall be
rewprked based on Jower of allowed cost or actual O&M cost of the previous year. Any
adjustment in this regard, if required, shall be made part of PYA. In addition, the allowed
O8M cost shall also be adjusted based on mechanism provided in the instant
determination. The Petitioner is also directed to disclose its O8M costs in terms of
distribution and supply functions separately in its audited accounts.

Y ol




Ll

8.39.

8.40.

8.41,

8.42,

8.43.

8.44,

19|Page

Determination of the Authority in the matter of MY1' Petitiou
of GEPCO for Supply Tarlifunder the MYT Regime

PPMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company (the
“PPMC"). DISCOs in support of their request referred to the SRO 1358-1 (2025) dated
29,07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “"designated entity” for the
implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE
policy. The SRO further mandates the company to charge-a fee from DISCCs, for the
services rendered, as may be approved by the BoD of PPMC from time to tiine, The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs,

It has also been submitted that clause 34(f) of the IMF Country Report clearly
acknowledges PPMC’s role in supporting policy, regulatory and tariff affairs, sector
reforms, privatization, CD management and integrated power and energy planning.

The Authority noted that the National Electricity Plan allows the designated entity to
charge a regulatory fee, which shall be allowed by, the Regulator. The Authority also noted
that previously the Authority discontinued the PEPCO fee in the absence of appropriate
structure in place. The Authority also takes cognizance of the SRO dated 29.07,2025, jssued
by the Ministry of Energy (PD), pursuant to the Cabinet decision, as well as other
justifications submitted by the DISCOs regarding the declaration of PPMC as a.“designated
entity” and its role in supporting policy, regulatory, and tariff matters, sector reforms,
privatization, CD management, and integrated power and energy planning,

However, the Authority is of the view that it would be in a better position to adjudicate
the matter, once the DISCOs provide details of the actual costs incurred and the functions/
services performed as designated. entity for DISCOs and others, duly substantiated with
documentary evidence and ]usuﬁcauons '

Accordingly, the Authority has decided to pend upfront allowing such cost on account of
PPMC at this stage and may consider the same as pait of the PYA, subject:to the Petitioner
furnishing the above details, with proper justification and supporting documentary
evidence, along with fulfillment of the process prescribed in the SRO No. 1358(1)/2025..

On the submissions of the Petitioner, to allow certain costs as uncontrollable, the
Authority noted that as per the approved tariffmethodology, Power Purchase Price is the
only uncontrollable cost which is allowed a pass-through item. However, considering the
fact that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Federal Government in Fiscal Budget is also applicable
on such employees/ pensioners of XWDISCOs, Therefore,.salaries & wages cost and
pension expenses to the extent of such employees can be considered as un-controllable
cost for XWDISCOs as long as they remain in public sector.

Whether the requested/projected amount tinder heads of Qther Income, ___E_precanogs and
RORB based on WACC of 12.39% is justified?

Depreciation
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9.1.  Regarding Depreciation the Petitioner submitted that it is an impoxtant component in
recovering the costs associated with capital investments, The projected depreciation has
been calculated by applying the applicable depreciation rates to the Gross Fixed Assets in
Operation, including the proposed investments for the next five years as per Business Plan,
The Depreciation and RoRB will be considered revised in accordance with. the approval of
the Authority for the submitted Business Plan for FY 2025-26 to 2029-30. It is further
added that in case of Private Sector Participation in GEPCO, a reopener will be allowed
by the Authority for revision of investment / tariff within a year following the private
sector participation as the instant investment plan / tariff has been prepared without the
involvernent of the would-be investors/ managers. The Investment Plan already submitted
to the Authonty for approval is as follows:
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92.  Accordingly, the requested deprec1at10n by the Petitioner for the next five years are as

follows;

Rs, Min
Deseription 2025-26]2026-27{2027-28[2028-25[2020-30
Total Depreciation 4792 55631 6490  7.3s55] 4,290
Alocated to Distribution Business 4,696 5452 6361 7208 8,124
[Aacarcd 10 Power Supply Business o6 |- 180 97 166

9.3.  As per the Petitioner, the depreciation expense Thas been aﬂocated with 2% assigned to
the Power Supply Business and 98% fo the ‘Distribution: Business. The depreciation
expense for future years will be assessed in accordance with the following
formula/mechanism: '

DEP (Rev) "= DEP (Ref) X GFAIO (Rev) /GFAIO (Ref)

DEP (Rev) = Revised Depreciation Expense for the Current Year

DEP(Refy = Reference Depreciation Expense for the Reference Year
GFAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GFAIQ (Ref) = Reference Gross Fixed Assets in Operation for Reference Year

9.4. The Petitioner also.submitted that for FY 2025-26, requested depreciation may be
considered as xeference cost for future adjustment / indexation. In addition, the allowed
depreciation for previous year will be trued up based on actual investment (maxlmum cap
to the extent of allowed 1nvestment) carried out during that year. :
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9.5,  Regarding allowed investment for FY 2025-26 and FY 2026-27, since the Distribution

9.6.

9.7.

9.8.

2.9.

9.10.
9.11,

812,
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Investment Plan (DIP) of the Petitioner is under regulatory proceedings, the Authority
has decided to allow the following provisional Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Authority in

matter of DIP of the Petitioner,

Rs. Mln

Provisional Capex |GEPCO

FY 2025-26 10,366
FY 2026-27 13,752

The Authority decided that the above approved Investments are provisionally allowed for
purpose of tariff rebasing and does not include the cost for AMI, APMS, scanning meters,
Data Centers, ctc., the investment in this smart metering area can only be started once DIFP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the final decision of DIP of GEPCO.

Regarding the T&D Losses Target, the Authority has decided to provisionally approve the
following loss target, considering the third-party study conducted by M/S PPI and M/S
Power Aim and the previous target allowed to GEPCO;

Provisional T &D Loss GEPCO

FY 2025-26 8.85%
FY 2026-27 8.85%

The Petitioner is also directed to carry out a fresh study of its T&D loss study through an
independent third-party, as per the approved ToRs, which shall be communicated to the
Petitioner separately by NEPRA. The independent third-party T&D loss study must be
submitted by the Petitioner within nine {(09) months of issuance of this decision.

The T&D loss study submitted by an independent third-party shall be considered by the
Authority and may, if deemed appropriate, be used for the review of T&D loss targets for
the applicable period at the time of the next tariff rebasing for DISCOs (January 2027) or
during the mid-term review (December 2027) of DIP, as the case may be.

Notused
Not used

After ;akjng into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation
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charge for the FY 2025-26 has been assessed as Rs.4,724 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out future depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant

determination.

After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authorify has projected
amortization of deferred credit to the tune of Rs.2,103 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.2,621 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply Punctions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the Supply function
works out as Rs,94 million.

Rewn on Repulatory Asset Base (RoRB})

Regarding RORB the Petitioner made the following submissions;

The petitioner submitted that as per the NEPRA Determination of Consumer-end-Taxiff
(Methodology & Process) Guidelines, 2015, the Authority considers a minimum equity
ratio of 20% in case of negative equity, while any equity exceeding 30% is treated as debt.
The equity and debt ratios are standardized at 30% and 70%, respectively.

The WACC is calculated using the following formula:
WACC = [ Ke x (E/V)] + [Kd x (D/V)]

Where: '

» X, = Return on Equity (RoE)

. X, = Cost of Debt '

Regarding Return on equity the Petitioner submitted that NEPRA employs the Capital
Asset Pricing Model (CAPM) for determining the Return on Equity (RoE) component of
the Weighted Average Cost of Capital (WACC). The Plain Vanilla WACC approach is
used, treating the tax shield as zero, with any taxes paid considered as pass-through costs.
CAPM is widely recognized and applied by regulatory agencies worldwide to estimate the
cost of capital for regulated utilities. Cost of Equity is calculated as follows:

Ke:RF:i- (RM-RE) x 8
where

RF: Risk Free rate
RM': Market Return

B: Beta
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v The expected retum on any investment comprises the risk-free rate and a risk premium to
compensate for the associated risk. The risk premium is the difference between the market
rate of return and the risk-free rate, with the return on a stock market index typically
serving as the benchmark for the market rate of return. NEPRA, in its determinations for
other XWDISCOs such as LESCO, FESCQ, and IESCO, analyzed the KSE-100 Index
returns along with data from neighboring and international markets to derive an
appropriate market rate of return, For assessing beta, NEPRA reviewed prior studies, the
range of betas used by international regulators, and its own benchimarks. Based on this
evaluation, NEPRA applied a beta value of 1.10 and determined the Return on Equity

. (RoE) component as 14.47% for LESCO, FESCO, and JESCO. .

v In alignment.with these determinations and considering the same parameters, GEPGO
respectfully requests that the RoE component may also be setat 14.47%.
Cost, of Debt:

v The cost of debt reﬂe:éts-the interesf rate at which GEPIGO can borrow funds from the debt
market or commercial banks, NEPRA estimates the cost of debt using the formula:

Three months KIBOR + 2.00% spread

¥ The Petitioner submitted that it has calculated its cost, of debt at 12.39% (by takmg KiBOR
@ 10% July 2025 8 9% January 26}, aligning with its ﬁnancml cost projections, The KIBOR
used for the FY 2027 onward is 9% resulting WACC into 12,04%.
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¥ Regarding RORB the Petitioner during hearing rev:lsed its submlsszons and requested a
WACG of 13.79% instead of earlier requested WACC of 12.39% due to change in KIBOR.
The Petitioner reguested that revised WACC is based on the average of KIBOR of 01 July
2025 & 1’ Jantary 2025(w0rks out to be 13.79%) and accordingly RORB is caleulated on
original DIP. Earlier, WACC of 12.39% was based on provisional KIBOR of 01 july
2025.The RORB has been allocated, with 2% asmgned to the Power Supply Business and
98% 10 the Dlsmbunon Business.

’ ‘Rs. Min -

Description . 2025-26]2026-27{2027-28 | 2028-29} 2029-30

Total Return on Rate Base 8,750 10,783| 12,808 14,318| 15,077
Allocated to Distribution 8575| 10567 12,551 14,031} 14,775

| Allacated to Power Supply 175 216 256 286 . . 302

v As per the NEPRA Determination of Consumér-end-Tariff (Methodology & Process)
Guidelines, 20135, the reference RoRB would be adjusted annually based on thé amount of

T has
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RAB worked out for the respective year afier considering the amount of investment
allowed for that year as per the follow:ng mechamsm,

RORB (Rev) = RORB (Ref) XRAB (Rev) /RAB(Ref)

Where
RORB(Rev) = Revised Return on Rate Base for the Current Year
RORB(Ref) = Reference Return on Rate Base for the Reference Year

RAB(Rev) = Revised Rate Base for the Current Year
RAB(Raf) = Reference Rate Base for the Reference Year

FY 2025-26, requested RORB may be considered as reference cost for fiiture adjustment /

: indexation, I addition, the allowed RORB for previous year will be trued up based on

actual investment (maximum cap to the extent of allowed investment) carried out during
that year, .

Additionally, GEPCQ emphasized that interest payments are obligatory cash flow
liabilities, unlike diseretionary dividend payments. Considering that any default in such
payments could adversely affect GEPCO's financial position, it is requested the Authority
to cover the risk of floating KIBOR. Accordingly, proposed that fluctuations in the
reference KIBOR be adjusted biannnally,

The' Authonty observed that as per Section 31(3) of the amended NEFRA Act, the
following general guidelines shall be applicable to the Authority in the determination,
modification or revision of rates, charges and terms and conditions fox provision of electric
power services; . _‘ o -

(b) tarifis shouild gerierally be calculated by including a depreciation charge and a rate of
returnt on the capital investment of each livensee commensurate to that emrned by other
Investments of comparable risky . : -8

(c) ‘rarif should allow licensees a rate of return which promares conwmec? reasonable
in vemnentm egwpment and ﬁaﬁaes J‘Yorunproved and efficient service; !

In line with the aforemenuoned guidelines, the Auﬂionty allows DISCOs, a Welghted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Slmllally, for xecovery of principal portion of debt, the Authonty mcludes a deprec1at10n
cha.rge in the revenue requ;rement of DISCOQs. -

Consequent to the aforementioned discussion, the WACG works out as per formula given
below;

Cost of Equity;
Ke = Re + (Rn-Re) x p

Where;
" Reis the risk free Rate

: Rumis the Market Return
f is Bera

The cost of deb' 6o
Kd = KIBOR + Spread
Accord.mgly, the WACC as per the given formula works pout as under;

A o
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WACG=((Kex (E/V) + Kdx (D/V))
Where £/V and D/V are equity and debt ratios respectively taken as 30% and 70%;

The Authority uses the'Capital Asset Pricing Model (CAPM) for calculation of Return. of
Equity (RoE) component of the WACG, being the most widely accepted model, which is
applied by regulatory apencies all over the world to estimate the cost of capital for
regulated utilities, Further, as per the Tariff methodology, in case of negative equity the
Authority would consider a minimum of 20% equity and any equity in excess of 30%
would be considered as debt.

“The expected return on any investment is the sum of the risk-free rate and an. extra return
to compensate for the risk. This extra retyrn or 'risk premium’ is the difference between

market rate of return and risk-free rate. Generally, the return on stock market index is
taken as a measutre of market rate of return, To have an appropriate measure of the market
rate of return, analyzed KSE-100 Index return, over a period of 10 years i.e. FY 2016 to FY
2025, Further, return of different neighboring markets and other international markets
were also analyzed,

For risk free rate, the yield of 05 years PIB is considered. The weighted average y1eld of
accepted bids for.5 years PIB as of 17.07.2025 remained at 11.4916%. Regarding assessment
of beta, the Authority has considered the earlier studies in the matter, range of betas used
by .international Regulators, and accordingly decided to use the beta of 1,10, while
assessing the RoE component.

By taking into account the aforemennoned factors, the RoE of the Petmoner works out
differently, however, keeping the request of the Petitioner and, the -Authority's earlier
decisions in.the mattex of other XWDISCOs and K-Electric, the Auﬂmnty has decided. to
allow RoE component of 14.47%, PKR based.

As regard the cost of debt, it is the interest xate 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 debr, the Authority has taken cost of debt
as 3.month’s KIBOR.+ 1,50% spread, as maximum cap, Consequently, the cost of debt has
been worked out as 12.64% i.e. 3 Months: KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1.50% (750 basis points).

In view thereof the WACC for the FY 2025-26 has been worked out as under;

Cost of Equity;
Ke = 14.47%

'I‘he cost of deht isy
Kd 12.64% -

WACC= ((Kex(EfV)-:—(de(D/V))
Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%

WACC = ((14.47% x 30%)+ (12.64% x 70%)) = 13,19%

Based on above arid using WACC of 13.19% on RAB by including allowed investment for
the FY 2025-26, the RoRDB of the Petitioner for the FY 2025-26 has been worked out as
under; ' '
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Fixed Assels O/B 106,086 137,641
Addition 30,625 11,202
Flied Assels CIB 137,643 448,802
Ceprecialion 38,438 43,160
Net Fixed Assels 89,174 105,743
Capital WIP C/B 5,520 15,799
Fived Aszets Inc. WIP 404,684 121,542
Less: Deferred Credils 41,390 47,203
Tatal 53,304 74,340
RAB 65,822
WACC 13,16%
RORB 9,077

9.27. The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the critexia adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Supply function works out as Rs.182 million,

9.28. The reference RoRB would be adjusted every Year based on the amount of RAB worked
out for thé respective year after taking into account the amount of investment allowed for
that year as per the mechanism given in the instant determination.

9.29, In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than the
allowed (other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the RAE, unless
due to any regulatory decisions/intexventions/approved plans for which the Petitioner
obtains prior approval of the Authority.:In such case the Authority may also revise the
efﬁmency targets in terms of T&D losses etc.

930, HMere it is also pertinent to mention.that the amount of receipts against deposit works has
been adjusted while working out the cost of working capital, therefore, no adjustment on
this account has been made from the RAB, In view thercof, any interest earned on such
deposits shall not be adjusted as part of other income. The Petitioner therefore shall ensure
a separate dlsclusure of such income in its auchted aqcounts In case of failyre [ djsclose
such income separate]y, the entire interest income, shall be ad]usted as part of other
mcorne o

231. The AuLhonty also understands that interest payment is an obhgatory cash flow llab1hty
unlike discretionary dividend paymeunt and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually as also requested by the Petitioner itself. In addition, the Authority
has also decided to adjust savings, if any, resulting from cheapex financing by the
Petitiorier. If the Petitioner manages to negotiate a loan below 1.50% spread, the entire
savings would be passed onto the consumers annually, through PYA. In case ‘of more than
one loan, the savmg with respect to the spread wanld be worked out based on ﬁl‘lvldual
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loans. In case, the spread is greater than the allowed cap of 1.50%, additional cost would
be borne by the Pettioner itself Similarly, if the Petitioner's total actual cost of debt
remains lower than the cost allowed for the year, the entire savings would also be passed
onto the consumers anriually, through PYA, '

_ Other Income _
932, Other Income for GEPCO includes revenues from sources such as mark-up on bank

deposits, amortization of deferred credit, sale of scrap etc. Based on the audited figure for
FY 2023-24 of Rs. 4,478 million, a 10% annual increase is projected in the tatiff petition,
reflecting historical trends and future projections. Any deviation in actual Other Income
will be txued up annually. The proposed Other Income figures are as follows: '

' . Rs. Min
Description 2015-25]2026-27 2027-28]2028-29/2029-30{
Total Other Incomie 5,418 5980 4558 72 7933
Allscated to Distribution -~ 5418 5960|558 - 7212 7,033
Allbened ta Power Supply 3793 4192 45800 5,048 5553

9,33, However, during hearing the Petitioner revised its request regarding other income and
requestéd total other income of Rs.4,967 million for both functions. As per the Petitioner,
70% of Other Income is allocated to the Power Supply Business,”and 30% to the
Distribution Business. As per the NEPRA Consumer-end-Tariff Guidelines (2015), Other
Income will be indexed anmually using the following prescribed formula:

Ol(Rev) = OX(T) - OI(Q)

Where:
. OIRev) = Re\nsed Other Income for the Current Year .
oKy - = Actual Other Income as per latest Financlal Statements.

OI(0) ' =" Acétual / Assessed Other Income used in the previous year.

9.34.  Other income is ‘cor-lEid_ei*gd' to be a negative cost which may include, but not be limited
to, amortization of deferred credit, meter and rental income, Iéte-payment charges, profit
on bank deposits, sale of scrap, income from non—ut:lhty operations, commission on PTV
fees and miscellaneous income,

9.35.  Since the other income would be trued up every year as per the mechanism provided in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.4,967 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the
amount of Jate peyment charges (L.PS), for both of its Distribution and Supply functions.

9.36. The Authority in consisiency with its eatlier decision; on the issue, has not included the
amount of LPS while assessing the other income for the T'Y 2025-26, Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only, and in
the event of non-submission of evidence of payment to CPPA. (G), the entire amount of
Late Payment charge recovered from consumers shall be made part of other income and
deducted from revenue requirement in the subsequent year.

9.37. The total amount of Other Income as worked out above has been allocated in terms of
D:stnbuuon and Supply Functions, as per the criteria adopted by the Petitioner, itself.

CQheats®
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Accordingly, OtheOr Income for the I'Y 2025-26 pertaining to the Supply function works
out as Rs.3,477 million,

9.38. The reference Other Income determined for the FY 2025-26 would be adjusted annually
as per the adjustment mechanism prescribed in the instant determination,

10. Whether the yequested PYA is justified?

10.1.  The submissions of the Petitioner reparding PYA in its petitions are as under;

v Regarding Prior Year Adjustments, GEPCO submitted that this head accounts for the
impact of variation in the following, based on the Authonty s allowed benchmarks of
T & D losses and recoveries;
- *  Under/ Over Recovery of allowed Quartexly Adjustments
= . Under / Over Recovery of the assessed DM :
*+  Under/ Over Recovery of previously assessed PYA
s Sales Mix Variance
' Adjustment of excess LPS over supplemental charges
*  MYT True ups (Ref Para 5.54 of GEPCO Indexation FY 23-24 NEPRA
Determination)
v In line with the aforementioned directives from the Authority, the Prior Years
Adjustment (PYA) in the instant tariff petition has been worked out as per NEPRA
defined mechanism to-address under / over-recovered chsts as outlmed below

§r. No, Deoscription

233 Ot Income FY 207324
23.2 | Minimam. Tax Tid In FY 202324

23.3 |Qusrterly Adjwsements {5 QTRS)

234 |Distrhution Margln FY 2023-24
235 [PYA FY 202324

13.6  |Primo Mindster Assstance Packape

237 [Salarlos FY'202425 - -

238 Post-Rellrement Bencl

2.3.9 |RORB FY 2324 Adjustmpnt 625

2310 IRORD FY 2223 Adfusemors ' 5%

23,11 JSales Mix Voriance FY 2022-23 4,224

23.12 Saks Mix Vnrlame FY 3023-24 131
l'r.ltal Undcr Re:mrery 24,3?5

v All the Pnor Years Ad]usunent is allocated to Power Supply Busmess

QOver Recovery f Other Income Apainst the Determined T'Y 2023~
v Singe the other'i mcome would be trued up every year, the over recovery is tabulated
below: :
. :Description . . Rs. in Million
Allowed Amount of Other Income in Taxiff 3,491
Other Income As per Audited Pinancial Statements 4,478
Under.‘(Over) Recovery -987

Eon—Recogg;g of um Tay Paid | 2023~
¥" GEPCO submitted that it has complied with the directions of the Authority regarding

provision of information related to Minimum Tax and accordingly the Authority has
allowed r_he Mmunum Tax Payment w}nie determunng the Indexauon Request for

q\, Wa;\lu
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TY 2024-25. Now, accordingly the Minimum Tax paid during the year 2023-24 has
been claimed as follows: .

Description Rs. In Million
Minimum Tax 2023-24 Paid 5,160

Less Recovery of Allowed Quarterly Adjustments FY, 2022-23 & 2023-24;

v' It is impoxtant to highlight that variation between the PPP billed to DISCOs by
CPPA-G and the amount recovered by the DISCOs, based on the Authority's allowed
benchmarks of T&D losses and recoveries, are being accounted for separately through
Quarterly / Bi-Annual Adjustment mechanisin, therefore, in the instant PYA, impact

of any oven under recovery of the allowed gquarterly adjustmerits has been accounted

for.

v Regarding under / over recovery of the guarterly adjustments, it is pertinent to
mention that Quarterly adjustments are allowed to XWDISCOs based on projected
sales for the period in which recovery is allowed. Thérefore, any under/over recovery
based on actual sales for the period (based on Authority's allowed benchmarks of
T8 losses) viz a yiz projected sales on which recovery. was assumed, is trued up and
any such undervaer recovery is made part.of PYA. Accordingly, the under / over
recovery against the allowed quarterly adjustments for the period FY 2022-23.(upto .
4th QuarLer) &TY 2028-24 has been worked, as detailed below, after incorporating
therein the impact of sales to Llfe line consumers. The same is hereby included as part

of PYA,
Description Rs. In Million

. odth Quarter 2022-23 1 . 1,964
Ist Quarter 2023-24 ) 168
2nd Quarter 2023-24 263
3rd Quorter 2023-24 ~589

- __d4th Quazter 2023-24 C 219
Tinder Recovery .1,587

Less-Reco y;gg oi"Q;stubuﬁon Mg;gm FY 2023-24:

v" Regérding.under / over recovery of allowed distribution margin; it is subm1tted that
XWDISCOs tariff is revenue cap tariff, and any under / over recovery on account of
allowed Distribution Margin is adjusted as part of PYA. Accordingly, GE PCO is
requesting the following under recovery of allowed DM for the period FY 2023-24,

Descrintion Rs. In Million
' Allowed Amotint FY 2023-24 35,881
" Recovered Amount 32,302
_Under Recovery . 3,579

es-;, Bgcgve_ry: of Allowed PYA FY 2923—2 :

v The Authonty has ascertamed a posmve Prior Year Ad]ustment (PYA) for the fiscal
year 2023-24 amounting 0 Rs. 23,185 rmlhon. recovery over  span of 12 months. The
caleulatlon of under—recovery on this component is delineated as fo]lows ' q‘ M;,
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- Description . Rs, In Million
Allowed Amount . . - . 23,185]
Recovered from Gonsumers : .. 20,872| -
Under / {Over) Recovery 2,313

| Non-Recovery of PM Assistance Package:

v GEPCO initially requested an amount of Rs. 990 million under the Prime Minister’s
Assistance Package (Back Period w.ef 09-02-2015, the original date of the PM
Package) for the families of deceased employees in irs Tariff Petition for FY 2019-20.
However, the Authority expressed concerns regarding the lack of specific details about
‘the period covered and individual payments made to employees. As'a result, the
Authority deferred consuderauon of this cost until Lhe required information was
submitied.

v In compliance with the Authority’s direction, GEPCO subseguently furnished
comprehensive employee-wise details in its Indexation Request for FY 2023-24,
including HRIS Code, Employee Name, Father's Name, Designation, BPS, Date of
Death, ‘and. Firiancial Benefits ‘paid, Based on the submitted details, the Authority

- approved the requested amount,

v" Now, in accordance with the Authority's dlrectwes, GEPCO isrequesting the .
approval of a financial impact of Rs, 119 million, for payments made during FY 2023-
24 under the PM Assistance Package for back-period as stated above, The details
provided include Employee Name, Father’s Name, HRMIS Code, Office Name, BPS,
Designation, Cheque Number & Date, Amount Paid, and Bank & Branch Name,

Less Determyination of Slaries. Wages & Other Beneits Y 2024-25 Due To 15% Ad:
Hoc Allowanr‘s- Instead Of 20% 835 % RespectwelY' o

v The Authonry has determined the number of Salaries, Wages & Other Beneﬁts fo1
the FY 2024 -25 based on Ad hoc alléwance of 15% on prcmsmnal basis and stated
that since the increase bemg allowed for the FY 2024-25, are on provisional basis,
thercfore, the same shall be adjusted subsequeitly, based on actual Pay & Allowances
as announced by the Govt. in the Federal Budget for the FY 2024-25, .

v Accordingly, as in the Federal Budget for FY 2024-25, the Ad-hoc allowance of 20%
& 25% has béén announced, the rewsed number of Salanes Wages & Other Beneﬁts
works out as follows: - - S E

DEScnptmn oL . INEPRA {GEPCO (Diffefence |-

Hase I‘lgu,re (DeLerrruned for FY 2023 -24) |13,702  |13.702 |-

5% Annual Increment Impact 249 249 i

15% Ad hoc & 20% / 25% Ad hoc 747 1,121 3?4

Indexed Figure for FY 2024-25 14, 698 15, 072 3'74

Erj - Caleylation_of Provisi ) ~Retirgment Beneﬁts by Tgn_o_rmg_ﬂl_

nglzliaqce M. ade By GEPCO:
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¥ The Authority has acknowledged that the Petitioner has shown a reasonable
cortpliance to the direction of the Authority regarding deposit 6f amounts into
Pension Find while dnalyzing the data up to March 2024.

v However, while calculating the PYA, the Authority erroneously deducted an amount
of Rs. 4,764 Million relating to Provision for Post-Retirement Benefits (the Authority
has taken Benefits paid for the FY 2020-21 to 2022-23 and Transferred to Account has
been taken upto February 2024 only) as follows:

Year FY 2021
ta 2023
Allowed Amount 35,581
Benefits Paid Ct 13,126
Transferved to’Account 17,692
Shortfall in Deposit deducted 4,764

v In contrast, GEPCO has fully complied w1th the Authonty s directions up to June 30,
2024, as detailed below:

Yomrs . "~ .. C 2020-21 12021-2212022-73|2023-24 | Total
Amount Ai]oweﬂ by the Authority |10,513 }11,937 [13,131 19,227 44,808
Compliarice by GEPCO up ta 30-05-2024: . N

Less: Post Retircmeat Beneﬁuams 4238 - [5244 |7.693 |20,818

Pald

Loss:  Contrlbutien Mnde ta .

Pension Fiod' ) 6,704 |[19,121 25,825
Sub Total - 3,643 [4,238 |11,948 (25,210 |46,643
Bxgeys amount Paid up to : N )

30.06.2024 L 1,833

v’ As demonstrated, GEPCO has not only met but exceeded the Authority's directions
by Rs. 1,835 million up to June 30, 2024, Therefore, it is respectfully requested that’
the Authority:

a) Reinstaté the deducted amount of Rs, 4,764 million,
b) Allow the excess compliance of Rs. 1,835 million, makmg a total adjustment of Bs.
6 399 mzl].ion (Rs 4,764 + Rs. 1,835). - X

Less Remvgm of RORB FY 2023-24 - KIBOR Ad)us ent: .
v The Authority has calcilated the Return on Rate Base (RORB) for FY 2023-24 as Rs.

9,703 million, usiriga rate of 21.14%, However, after incorporating the adjusted KIBOR
rate and truing up the actual investments, the recalculated RORB amounts to Rs. 10,389
reillion, resulting in an under-recovery of Rs. 686 million, as sumrnanzed below:

Description Rs. In Million

Allowed RORB I'Y 2023 24
Actual RORB FY 2023-24 |
Under Recovery
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Authority’s Determination of PYA relating to RORB is on the lower side cause the
erroncous deduction made from revised-RAB:

¥ The Authority, while determining the Return on Rate Base (RORB) for FY 2022-23,
erroncously deducted Rs. 6,916 million, representing Plan Assets (Investment in
Employees Retirement Benefits Fund), from the total amount of the Revised-RAB,

v" This error resulted in a reduction of RORB by Rs, 590 million. The detailed
calculations are shown below with complete workings:

Calrubathn of XORR

AL by Aucd

A 3en T Pln Aciels
[Teeal A bl cin) Ivestines_ JILEI7 14881
"0 19,009 47 o [t Aflwed Dwvectment i MVYE [-0.851 7884
R X 55«5 4t e oo st/d djtmesy (11,953 5087

v' In light of the above, the Authority is respectfuily requested to revise the RORB-PYA
for F'Y 2022-23 and allow the additional amount of Rs. 590 million,

T Alzeady : . :
Description Allowed in Decision To Be Allowed Dﬁferen.ue
RORB-PYA IY 2022—23 . - G 076 - 6,666 590
§ales mVananceFY:zozz-%

v GEP:CO.has clmmed an.amount of Rs, 4,224 million as Sales Mix Variance for the FY
2022-23 as per rhéchapism prescribed by the Authority and has submitted compliance
to NEPRA directions given in the Decision of Annual Indexation / Adjustment FY
2023-24 vide Amnex-D at page No. 121 of its request for Annual Indexanon A/
Ad]ustmentI"Y 2024—25 '

v However, the Authonty have stated that no such reconclhal:lon was. submltted by the
Petitioner and accordingly disallowved the salés mix variance of FY 2022-23 ull the
tivié, GEPCO complies with the direction of the Authority and submits the reconciled

ara ull F Y 2022 23 (Ref Para 5.13 of Indexation FY 24-25 Decision}

¥ GEPCO against the dec1smn of the Authority filed a Leave for Motion for Review

' request containing the requisite details again. Now, the requisite reconciled data along
with all details is agait attached herewith as Arnex-2.3,11, the Authority is requested
to allow the amount of Sales Mix of Rs., 4,224 FY 2022-23 & Rs. 131 Mllhon FY 2023-
24 accordmgly -

10.2.  The Petitioner durmg hearing subrnitted followin g summary of PYA;
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5r, Ho, Dosedptian A In Milltans I [ uniBclgn/BastsiNEPRAMechantam |
A PYA QLAIMED 1N PEVIRION S AVLOWED I INTERIM
.1, |otherineomeFy2023-24 -, 587 lnetemmedamoum s Audiled -
2 Mindmum Tax Pald In FY 5160
200324 * Paras Thesugh Item
3 Quartedy Adjusimantsiv’ s Wy -
A% 6Ty aga 324} - Determined Amaunl Ve Actual Recouel
p tstlbutTon Marghn FY 2023- 1579
25 3 . |getermined Amaynl Vs Actual Bogoes
5 |FYAFY2023-24 2,313 petenningd Amtaunt Vs Actusl Regous
¢ Salg Mix Varlance FY 2022- 8228
|EX] + Datesmined dlx Vs Actual Mlx
7 5ales Mix Vorlonca FY 2023« an
24 Dulemmined Mh Vs Aetual Mk
Sk Tolal fa) 14,043
12, PYA CLAIMED (M PETITHON & TO BE CONSIDERTD / .
Prime Minlsiar Asstrlanca -
S lpaskore e Faymanttuode bodee i Padkage, |,
0 JSatarles FY 2020-25 74 [20% {254 AdhoeVs 18% by NEPRA
10 Fost-Rodtremunt Beaeflls 6509 Erroncous Peduciian by NEFRA from Post Rellremynt
(4,764 +3B35) A Beneflla
1 Quastarly Adjustmcnls [ah 1,554
. |oTR P z02d-23) » Determined Amaunt Vs Actual Recovery
1% ROAB FY 23.248 Adjusiment [71] BE annudl KiBDR Adjudtment
43 JACAS FY 2233 Adjuriment sy | Entoneaus Breduciton by NEPRA (ram Rexised AAS
Sub Tatot (B) 10332
Sub Tolal (A5} REQUESTED
\I_NPEHT[OH 21
[ As.in
Sr. No, ! Description Mlll;ons i Justlﬂcatlon/Basls/NEPRA Mechanlsm
R e = L e et e e
|C PYA CLAIMED AFTER 30. IJE 2025 AUDlTED |
ACCOUNTS. . . '
; 14, Quarterlyhd]ustments (QTR 2“ &
4 EY 2024:25) .
S 15 Olherincome FY2024: 504
|16 MinImdm Tax Paldin F.202025 | \7"7.947]
" 17 _ Distribuition Margm FY.2024: 25 .. "+ (1,439) _ Y
i RS L - R R R e A S LT
18 PYAFY 2024:25: Datermiried Amount Vs Actual Redovery: &
= - (RY v i "

103. The Authority has analyzed the PYA workings provided by the Petitioner and also
obtainéd additional information in terms of category wise sales data from PITC. Based on
the available information, Authority’s decisions in terms of FCAs and Quarterly
adjustments for the relevant period, mechanism provided.in the MYT determination, and
data provided by ‘the Petitioner, the Authonty has assessed the PYA of the Petitioner

under vanous heads as under;

" Rs. Miy
Deseription} |GEPCO
QTR 3,007
D.M 2,666
PYA” 262 - .
Salis Mix- | ¢ 2837 | -7
True Ups -
2008-24 {413y
202425 {216)
Other Head 22,353
Total 32,546 |

104. 'The detailed head wise working of aforementioned PYA is attached as annexure-VI
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11, What will be adjnstment vaechanism for future indexation_of different components of
revenue requirement during the MYT? Whether there should any efficiency factor (X

Fagtor)? _ : :
11.1.  Regarding adjustment mechanism of different components, the Petitioner submitted as
' under;
dexation of O & erses;
O&M(Rev) = Revised O8&M Expense for the Current Year
O&M(Ref) = Reference O&M Expense for the Reference Year .
;ACPY =  Change in Consumer Price Index published by Pakistan Bureau of .
- Statistics _ : o
X = Efﬁciency factor to be set at zero
Depieciation - o i, \ Y

DEP (Rev) = DEP (Ref) X GFAIG(Rev) / GFAIO (Ref)

DEP (Rev) = Revised Depreciation Expense for the Current Year

DEP(Ref) - = Reference Depreciation Expense for the Reference Year
GFAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GFATO (Ref) = Reference Gross Fixed Assets in Operation for Reference Year

RoRB .

LN .
RORB(Rev) -RORB ('Rel') XRAB (Rev) ! RAB(Ret)
Where : :
RORB(Rev) = Rewscd Return on Rate Base for the Current Year
RORB(Ref) = Reference Return on Rate Base for the Reference Year
RAB(Rev): =Revised Rate Base for the Current Year
RAB(Ret) = Ref(_arence R.ate Base for the Reference Year

Other Income - . R e N
OI(Rev) = OLD) '--01(1') S\ S
Where: ., RPN
OI(Rev) Revised Orher Income for the Gurrent Year

OX(D). = Actual Other Tncome 25 per latest Financial Statements,

QI(O) & Actual/Assessed Other Income used it the previous year,

112, The Aurhomy, wiiile assessing the O&M costs of the Petitioner for the FY 2025-26, has
tdken into-account the audited accounts of the Petitioneér for the FY 2024-25 and the
amouint requested by the Pétitioner, subject to adjustient during the MYT control period,
as-per'the mechanism mentioned below, Therefore, risk / benefit of any future cost
fluctuations, lies with the Petiioner along with an opportunity for optimizing overall costs
under these head. The treatment is in line with the very sprit of multi~ year tariff regime
ind in accordance with Authority's approved tariff methodology.

11.3. Regardmg adjustment of O&M costs with efficlency factor X, the Authority in line with
its earher dec1s1ons in the matter of MY'I's has dec1ded to keep the efficiency factor as 30%
of increase in NCPI for the relevant year of the IvaT control penod The Authority has
firther decided to imiplément the eficiency factor from the 3% y&ér of the control period,
in order to Pr ovide the Petitioner with an opportunity to improve its operational

gl
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performance, before sharing such gains with the consumers. The O8M part of Distribution
Margin shall be mclexed with NCPI subject to ad}usu:nent for efficlency gains (X factor).

Indexation of O&M cost components
11.4. Salaries & Wages and Post-retirement Benefits; Considering the fact t'hat'emp’loyees of

X’WDISCOS are hired on Government pay scales, and any salary increase announced by
the Federal Government in the Federal Budget is applicable on the employees of the
Petitioner, therefore, being un-controllable cost, the Salaries & Wages and benefits, would
~ be actualized, based on the audited accounts of the Petitioner for the relevant year for its
. . existing employees, as long as they remain in i:nfblzc sector, The impact of any such
adjustment would be allowed as part of PYA in the next mdexanonf ad]ustment request or
tariff determmauon as the'case mlay be,

- Ad|mtn:e‘u: Mecl:.an.lm Sn‘.mﬁu Wages & Oshor B eueﬁts .

Revkr.-d S:h:hs Wagus &Otl\cr Bencfus Bigronses w Rcf Snlacics, Wages & Othnr Beacfits x [ l+(GoP Inc:cuu or GP1Y]

I'Im albived S1I.:r|u, W.-.su & Othes Bencfits iy b& considored af refs cust for fulure adjustiment,

[The Avtheriry may considur to.allow GoP locreese till tin dop the DISCOs rcml,n In publle setror, otherwlie GBI .
Im!mﬁon nlay allowed :'.t‘DISCO; Bet prIvntixcd.

The allowed nmownt mu be ncmllzurl bnsnd on Aud.hcd secounis fot th.e :elevant ycar ' cunsidcrinn the same Bx
unconltolla'b]u cost on part of XWDISCOI

115, Post-retlrement beneﬁts would be allowed based on the actuarial valuatlon report.for. the
year for which assessment is being made or as per the Jatest avqxlable audited financial
stafements. It would be mandatory for the Petitioner te deposit the whole amount of
allowed Post retirement benefits.into the separate Fund and route all its pension payments
through the Fund, If the Petitioner- fails to.transfer the whole amount of postxetirement
beriefits into the Fund, the Aushority weuld ad}ust the deficit payinents in the next year's
provision and from thereon, only actual amounts pald and amount twansferred into the

fund would be allowed.
11.6. Transportatlogﬂehlclg R}mg._gg gcp_ggsgpnmon ‘of Q&M cost

11.7.  The reference costs would be adjusted every Year with Transport index of NCPI, The
Adjustment mechanism-would be as under; - . .

Ve}ucle runnmg/T ramportatzon expenses (Rev)

(Vel-ucle nmnmgfI‘ransportauon expenses (Ref. ) x{l# (Transport mdex of NCPI)])

11.8. Remaining O8M costs' will be indexed every year accmdlng to the following formula:

The reference costs would be ad]usted every Year with NCPI- X factor. The X factor would
be applicable from. thc 3u Year of the, MYT control period. The Ad]usl:ment mechamsm
would be as under, P

O &M(Rev)= Q-8 M (Ref)).x {1 +(NCELEX) . -
Where
O&M(Rev) = Revised O&M Expense for the Current Year

O &M (Ref) ' = - Reference O&M Expense for the Reference Year

A NGPI " .i=Change in’NCPI published by Pakistan Bureau of Statistics for the
: ., month of December for the respective year. For O&M expenses,

Jast
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other than vehicle running expenses, NCPI-General shall be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transport of December 2024 for thépurpose of
furure adjustment/ indexation shall be 4,07% and - 0.18% respectively.

X = Efficiency factor i.e. 30% of NCPI relevant for indexation purpose

12, RORB

12,1, The reference RoRB would be adjusted every Year based on the amount of RAB worked

. out for the respective year afier taking into account the amount of investment allowed for
that year as per the following mechanism; )

, Attt Neshoeles - Kol

ROKB{Rev) ' : _ ~RORB(Ref) X RAB{Rev) ;m(aen

The nilewed RORE may bb considered g refercncn coit for future adjustment, .

Tn aiMition the abowed RORB figr previous year will be deued up based one actusl Imvostrdent {maximue cap 18 1he extent of 2lwed
Emvestmuat}earcied qut during thot year. Further KIBOR fuctuation on blanmil bask aka subject to adjustinent, Funher Spread of
*11,50% s allawed at maxinnon cop, in cate DISCOs monage to oWaln Anancing on spread loss than 1.5% rbe same shall be adjuzied as
part of PYA

12.2.  In addition, the Petitioner is directed to disclose the amount of IDC capitalized during the
year and adjust its RAB for the year after excludmg r_he:eflom the J.mpact of IDC
capitalized dunng the year.

123. In eddition, the allowed RAB for pxe\nou.s year \mll be trued up downward, keepmg in
view the amount of investment allowed for the respective year, other than.consumer
financed investrents. In case, the Petitioner ends up making highér investments than the
atlowed (other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the RAB, unless
due to any regulatory decisions/interventions/approved plans for which the -Petitioner
obtains prior approval of the Authority. In such case the Authority may also revise the
efficiency targets in texms of T&D losses etc. :

12,4,  The Authority also understands that interest payment is an obhgato,ry cash ﬁow liability
unlike -discretionary dividend payment and considering the fact that-any default may
hamper the financial position of the Petitloner, hence the Authority has decided to cover
the risk of floaring KIBOR. Accordingly, fluctuation in the reference XIBOR would be
adjusted biannually. In addition, the Authonty has also decided to adjust savmgs, if any,
resulting from cheaper financing by the Petitionier, Ii'the Patitioner manages to negotiate
a loan below 1.50% spread, the entire savings would be passed onto the copsumers
annually, th.rough PYA In case of mor¢ than one loan, the saving with respect to the
spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1 .50%, additional cost would be borne by the Petitioner itself. Similarly,
1Ethe Pentloner s total actual cost of debt remains lower than the cost allowed for the year,
the enr.lre savings would also be passed onto the consumers armually. through PYA

13. Deurecmtlon Expenses
13.1. The reference Depremauon charges would be ad]usted every Year as per the fo]lowmg

formula,
s
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13.2,

14,
14.1.

14.2,

37|Page

DEP (Rev) = DEP (Ref) x GFAIQ (Rev)
GFAIO (Ref) -
W'here. DEP (Rev) = Revised Depreciation Expense for the Current Year
DEP (Ref) = Reference Depreciation Expense for the Reference Year
GFAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GFAIO (Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

In addition, the allowed Depreciation for previous year will be trued up downward,
keeping in view the amount of investment allowed for the respective year, other than
conswiner financed investments. In case, the Petitioner ends up making higher
investinents (exciudmg consumer financed investments) than the allowed, the same would
be the Petitioner's own commercial decision and would not be considered while fruing up
the depreciation expenses, unless due to any regulatory decisions/interventions/approved
plans for which the Petitioner obtains prior approval of the Authority.

Other Incom

Other Income shall be adjusted annually as per the following mechanism during the MYT
control period to calculate future Other Income, :

Ad|ustment Meehenism - Qher Income (G1) oy
6iu¥m ) ' —DI(AJ.lowcd Previous year) + {OX{nlawed far pravisus yw) -
o - . . . O{Aetus] provions year))
'Fhe alfowed Other § may be tdered us reference ot for furura adjustoocr,
Jn sddition she allowed Qther Incoma for previous yesr wilbe tvied up hased on geteal Other Incoras durif_lg ! year
Working Cepital

The Authonty dunng proceedings du:ected the Per.moner 10 prov1de it working capital
calculation and has considered the submissions of the Petitioner and in order to access the
workmg capital requirement of the Petitioner, the Authonty obtained details of number
of days available with the Petitiener to pay in terms of énergy procired from National
Grid. Based on the information provided by CPPA-G and in line with the mechanism
adopted for XE, the working capital requirement of the Petitioner for its Supply function
lias been assessed as under;

., Curcent Assots,

[T'rade deb {day of Revente Recaivable) [ 5] 007 25916
Totel Current Assels P - 35,916,

- Gurrent Linbflitles” - : . .
EPP FromCPPA ) 41 on 11,128 . ' .
CPP From CPPA 34 005 | 17486

" [Pransmission 30 p.08 | " 1955 '
Dlsuefbution . ° - . -8 « .08 3,751
‘Totel Liabilitics . . 33,821

" |Ne N (© : {2.505)
Cost of debt locs] ) .
Wor]:mg Cspi{al Gnst ¥ .

"1. Y

st ',."s"_.--'-
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14.3. As mentioned in the table above, The Petitioner’s working capital requirement for the
Supply function has been assessed as negative Rs.7,905 million and cost working capital
requirement works out as negative Rs.949 million, based on 3 months KIBOR i.e. 11% +1%
spread as maxintum cap, subject to downward adjustment in case the actual spread remains
lower. The same is allowed to the Petitioner for the CY 2026, and is subject to adjustment,
as per the mechanism provided below, once the audited accounts of the Petitioner for the

FY 2025-26 are available,
‘Workiug capital (Supply)

. . Revised cost of working capital = Worlmlg capital requiremént as per glven fonnula x Cost
of debt on allowed parameters
~Working capital requirement shall be calculated based on assessed revenie requirement
under each head for relevant year.
-Cost of Debt shall 3 Months KIBOR + 1% spread as maximum cap, sub]ect to downward
adjustment at the end of each financial year. -
Actualization of Previous year based on allowed revenue as PYA
*  Current Assets
- Lower of 25 days receivables based on allowed revenue {(including the impact of
allowed adjustments), OR Actual average Receivables for the Financial Year
(excluding opemng receivables).
. Currenf.‘ Tiabilities
+~  Payables partaining to EPP & CPP based on average Number of days data‘to be
. provided by CPPA-G.
+ = Transmission: charges (30 days) & Distribution Charges' (30 days) or based on
contractual agreemient, if any.
‘= Actualization of the aforementioned heads shall be based on allowed costs after
accounting for the impacts of allowed adjustments,
¢ Al heads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any. While actualizing these heads impact of workmg cap1ta1 cost be
excluded. - !
- Amourit rerained by the Petitioner on account of Net metering settlement .
- Any other amount retained by the Petitioner

3 Month KIBOR + 1% Spread as maximum cap subject to downward adjustment. For the
purpose.of 3 - Month KIBOR, the actual weighted average KIBOR of finance cost incurred
by the Petluonar shall be considered, if any. Similarly, for the purpose of spread, actual
weighted average, spread incurred by the Petitioner shall be considered, if any. Tn case
actual weighted average spread is lower than 1% cap, the same shall be adjusted downward
only. No upward adjustment of spread is a_ll_owed

¢ Fereit is also pertinent to-mention that since the amount of receipts against deposit works
has been adjusted while working out the cost of working capital, theréfore, any interest
earned on such deposits shall not be adjusted as part of other income. The Petitioner
therefore shall ensire a separate disclosure of such income in its'audited accounts, In case
of failure to disclose such income separately; the entire interest income shall be adjusted
as pavt of other income, :
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15.2,

153,

15.4.

15.5.

16,

16.1,

16.2,

16.3.

16.4.

39| Payge.

Whether there should be any fixed charges on Units exported by net metering users to the
extent of Transmission and Distribution charges or otherwise? _
The petitioner during the hearing submitted that Fixed Charges on Units exported by net
metering users to the extent of Transmission and Distribution charges, the Authorxity in its
own discredion may impose such levy.

The Authority noted that vide decision dated 23.06.2025, all DISCOs have been directed

1o undertake a comprehensive study as outlined below, to thoroughly examine the impact
of ToU taniff timings and Distributed Solar integration on utilities operations.

- *  Comprehensive study on the Impact of existing time-of-use (Toll) tariff czzumgs ana’

proposed measures for aligning demand with evolving load patterns |

= Comprehensive assessment of the financial and technical Impacts of distiibuted solar
photovoltaic (PV) integration on distrdbution uabty operations and infiastructure

DISCOs were also directed to jointly develop, through mutual consultation, a uniform
Terms of Reference (ToR) to carry out the above studies and submit the same to NEPRA
for approval. DISCOs have prepared and submitted the ToRs, which are currently under
review,

Here it is also pertinent to thhlight that the Authority has ellc1ted public opinion on the
NEPRA (Prosumer) Regulations, whereby, changes in both the methodology and rate for
the undts being exported by a Distzributed Generator {DG), are being proposed

The Authority .}heref‘ore considers it appropriate to review the quantum of fixed charges
to be levied on Net Metering Consumers, once the aforementioned studies are completed,
and also once the NEPRA (Prosumer) Regulations are notified / changes in the current
methodology and rate of units exported are finalized, Therefore, for the purpose of instant
determination, the Authority has decided not to make a.ny changes in this regard.

Wheth the ;gm&r}: target prowsxon ﬁg g_d, debt as prom_dgd
mpeutionlsw_s__t@ﬂ

The petitioner submitted that the Recovery Target is set at 100% and no provision for bad
debts is requested in the petition, However, keeping in view the Futuristic Strategic Policy,
the Authority may allow GEPCO to write off bad debts outstanding for many years.

Here it is pertinent to mention that previously XWDISCOs have not been allowed any
recovery loss-and tariff setting has been at 100% recovery assumptions. Write offs were
allowed to certain XWDISCOs on provisional basis, subject to fulfillment of the laid down
criteria, but since no. XWDISCO was able to actually write-off any amount, the
provisionally allowed amounts of write-offs were adjusted back, - :

‘The Authority although initially allowed recovery loss to K—Eleotnc, however,
subsequently i in the matter of Motion for Leave for Review filed by various stakeholders
including the Ministry of Energy (MoE) itself, and the CPPA-G, the Authority decided
not to allow any upfront recovery loss and only a capped amount of write-offs was allowed
to K-Electric, subject to fulfillment of the prescribed criteria.

Tor ready reference the grounds taken by the MoF, being the owner of XWDISCOs, and
the CPPA-G in their MLRs in the matter of KE's MYT FY 2024-30 are reproduced below;

S
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v Allowing of a recovery loss trajectory, effectively transfers the financial burden of
DISCO inefficiencies onto paying consumers, thereby penalizing compliant customers
while subsidizing non-payment, The MoE (PD} also submitted that this approach is
inconsistent with the principle of prudent cost recovery enshrined in Section 31 of the
NEPRA. Act and the Tari{f Rules,

v" Clause 5.3.2 of the NE Policy envisages that "timely recovery of bad debt that is
prudent shall be allowed by the Regulator with the incorporation of facilitative
provisions in the regulatory framework as per industry practices and procedures.” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debt write-offs applicable across the sector. Clause

* 6.1.3 of the NE Policy reinforces that the NE Plan shall serve as the implementation
tool for achieving policy goals. : Ce .

v" Consequently, the Authority is legally obhgated under Sections 7(2)(1a), 14A(5) and
31(1) of the NEPRA Act to align taxiff determinations with the NE Plan and apply its
prescriptions uniformly to afl DISCOs. If this practice of allowing recovery loss is
exterided sector-wide, the projected annual burden would rise to Rs.270 billion,
potentially accumulating te Rs.1,500 billion over seven years. Such a development
would jeopardize the financial sustainability of the power sector and run contrary to
the goals of tariff rauonahzanon and reform-based eiﬁmency

v" The Act mandates the Authonty to allow cmly prudently incurred costs and any in-

16.5.

16.6.
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efficiencies on -the part of utility company cannot considered as prudent cost and
should not;beallowed. o .

v It is the duty of the Authority while discharging its function of determining and
recommending tariff that: (a) the, interests -of the consumers and.the companies
engaged inproviding electric power services is duly protected in accordance with the
principles of transparency and impaitiality; and (b) it shall be guided by theNE Policy,
the NI Plan and the guidelines of the Federal Government. .

¥ Recoveéry shortfall (if any) be met by way of application of principles of write-off,
subject to fulfilment of specified criteria for such write-off of bad debts, in lie with
industry practices and procedures in other regulatory jurisdictions, which shall duly
pratect the interests of the conswmners and companies engaged in providing electric
power services and would be consistent with the NE Policy and the NE. Plan.-

The’ Authority while déciding the MLR of the MoE and CPPA-G in the matter of KE's
MYT, also -construed that since the MoE (PD) is actively pursuing privatization of other
XWDISCQs; sothe submissions made by the Mok (PD) in. its Motions for not allowing any
up-~front recovery.loss, can be construed as a policy decision, meaning thereby that similar
treatment;will be affered to other DISCOs

In view of the above discussion a.nd the fact that allowing recovery loss allowance
effectively transfers the financial burden of DISCO’s inefficiencies onto the paying
consurhers or on the national exchequer through subsidies, the Authority has decided not
to allow any upfront recovery loss to the Petitioner. Accordingly, GEPCO?s tariff is being
determined on.the basis of 100% recovery tarpet as.also proposed by. GEPCO itself.
GEPCO, however, will be allowed to claim write-offs, after fulfillment of.the given
criteria, as per the following limits, to be considered as maximum cap for the relevant year;
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17.

18,

18.1.

18.2,

TY R025-26( ¥Y 2026-27( FY 2027-28( TY 2028-29{ FY 2029-30
1.00% 1.0004 1.00%] - 1.00% 1.00%

Criteria for c]eummg actual mj;g:

a. Actual write-offs, if any, against private consumers only, pertaining to blﬂmg made
during the current MYT period ie FY 2026-30, after fillfillment of the following
criteria subject to maximum cap as provided above. The claim shall be verified by third
partyfauditor, based on the following criteria;

i.  The claim shall be applicable for the default amount of a permanently dle:onnected
consumer that may not be recovered through all efforts possible.’

il. Theageof such non-recovery is mrer three (3) years.

iii, - The amount of write off shall bé clalmed agabist conmections given as per CSM and
. other applicable docuinents, duly supported by CNICs.

fv.. Write-offs against receivables'of any Government entity / PSC shall not be allowed.

v. Petitioner's’ BOD shall develop a write-off policy, in accordance with the
aforementioned criteria and submit it to the Authorlty for its approval. The
Authority, may wliile grantmg approval alter, modify or add'to the write-off policy,

* inits sole discretion.

vi. Petitioner's” BOD shall approve all write-off. claims ‘in accordance with the
Authority’s approved write-off policy. The Petitidnei’s BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authority's approved write-off policy. The terras of references (TORs) for third
party / auditor verification of write-offs shall be prepaxed by Petitioner and shall be
approved by the Authoxity. The' Authority, may while gla.ntmg approval alter,
modify or add to the TORs, in its sole discretion, . :

vil. Any write-off approved by the Petitioner’s BOD, in accordance with the write-off
policy approved by the Authority, and verified by the third-party independent
auditor, in accordance with the approved TORs, after expiry of the MYT 2026-2030
shall be-allowed by the Authority.

Whe mg;g the mggmﬂgmpphcablg 1o different consumier categgngs' needsta
be revised dnd reguires any Qggg in mechanism fm; c_}@xgl_;;g of based on
Actugl L@ or &anctloggd Load or or_hg_gg e? . -

Whether there should any Fixed leed Charge
paying any fived charges?

The Petitioner durmg the hearing submitted r.hat Re\nsions / Changes in existing Fixed
Charges rates / mechanism be as per guldelmes of Stratéglc Dlrecuve 74 of Natlonal
Electridity Plan 2023-27.

The Authonry noted that. earlier ﬁxed charges were being le\rled at a.round Rs 400-
500/kW/month based on higher of 50% of sanctioned load or actual MDI for the month.
The rate ' was .subsequently - enhanced .to ‘Rs.2,000/kW/month - vide . decisions . dated
14.06. 2024 howeyer, the Federal Govemment wde its Mation- for muf'orm taxiff, dated

L2 VN 7 - T
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03.07.2024, requestéd to revised the same downward as Rs.1,250/kW/month based on
higher of 25% of the Sancnoned Toad or actual MDI for thé month, The Authcnty v1de
decision’ dated 11.07.2024, in the matter of uniform tariff Motion, considering the
concerns raised-by stakeholders, and prevailing economic challenges decided to restrict
fixed charges at Rs.1,250/kW/month,

18.3. The prime objeclive of revision in fixed charges and corresponding reduction in variable
charges is to incentivize consumers to increase their electricity consumption from national
grid, thus, lowering their overall effective tariff.

18.4. . Here it is also to be highlighted that the Authority has fecently initiated the process of
" . notifying the NEPRA (Prosumer) Regulations, whereby, changes in both the methodology
and raté for the exported units are béing proposed. These changes, once approved, may
result in jncreased consumption from the Gyid, consequently leading to higher recovery
of fixed costs, as part of variable charges. In view thereof, for the purpese of instant
determination, the Authority has decided to maintain the existing rate of fixed charges for
the consumers who are currently being charged fixed charges at Rs/kW/month along-

with the applicability mechanism.

185, Similarly, for consumers, -who are ¢wrently being charged, fixed charges as
Rs./Consumer/Month, the Authority has also decided to maintain the existing practice.

19, Whgther the 5@ dg,l ﬁ:ggﬁ be des1g;:ed on cost—of-semce basgg or otherwise?

19.1, 'I‘he Peuuoner submitted Lhat the schedule of tan['f should be made reﬂecnve of the Cost
of Semce. without inter-tariff cross subsidy. [SD—82 SD-83, SD- 84 of NE Plan referred.
However, 1ill implementation of subsidy disbursement mechanism [SD 67] and action plan
theleof [SD 68], the subsidy to the protected residential consumers may continue,

19.2. The sibmissions of all DISCOs regarding the applicability of a cdst-of-service (CoS) based
taniff structure have been analyzed. Multiple DISCOs tike HESCO,"GEPCO, QESCO,
HAZECO, and PESCO explicitly referred to the NE Plan SD-82, 83 and 84, which call for
transitioning toward CoS-based tariffs to promote transparency, financial sustainability,
and equitable allocauon of costs among consumer categories. DISCOs in general have
supported CoS based tariff design, which would enhance transparency, and equitable cost

" allopation;ameng consumers in terms,of actual costs they impose on the system.

19.3. The Authority noted that NE Plan provides that tariffs for the residential consumers shall
be progressively adjusted to ahgn with the prmc1ple of cost-of- servu:e, ta]ung inte account
the following: - - -

a. Subsidies to protected categones of residential corsurners shall be disbirsed directly
‘pursuant to the detailed action plan to be deveéloped under Strateg:c Directive 067

b. Remdenual consumers (be’low cost recovery) sha]l be cross subs1dlzed by
i mdusl:nal & commerc1a1 COnSUImErs, pursuant to the Strateglc Directive 084;
u other residential consumiers (above cast recovery), -

19.4. SD.B4 states that (‘roqs-subsuly by the productwe consurners, to sub51sze residential and
aancultural consumers, shall be progressively restricted to 20% of the respecnve cost of
service of such cunsumers by FY-2026. ' Co : '

d2|Payge
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19.5. In light of the aforementioned provisions of NE Plan, the Authority, has demded to

20,

20.1.

2L

22.1.

222,

323,

43 |Page

gradually reduce the quantum of cross subsidizaton by the Industrial consumets in order
to make it cost reflective and major burden of cross subsidization is being shifted towards
commercial and other residential consuimners (above cost of service), '

Whether there will be zny claw back mechanism or not?

Although DISCOs made their submissions on this issue, however, the Authority noted that
DISCOs were not able to fully comprehend the issue.

* The Authority understands that sharing mechanism for any savings by the utility has already
‘been provided under each head separately e.g. O&M costs, T&D losses, cost of debt ete.

therefore, no such mechanism is separately required, However, sdll if there is any additiorial
return by the Eetitioner, which could not be comprehended at this stage. the same would
'be shared between DISCO and consumers equally. |

Upfront Indexaton/adjustment for the perod huly 2076 to December 2 2_5

The Mlmstry of Energy (MoE (PD)) vide letter dated 18.08,3025, submitted that NEPRA
" determines the consumer-end tariff for XWDISCOs and K-Electric in accordance with
Section 31 of the Regulation of Generation, Transmission and Distributicen of. Electric
+ Power Aect, 1997 (the Act),.xead with Rule 17 of the NEPRA (Tariff Standards and
Procedure) Rules, 1998, The uniform rebased tariff, once determined, is notified by the
Federal Govermment under Section 31(7) of the Act. The latest rebasing was notified on
July 1, 2025, In accordance with the Rulesread with Part 5 of the NEPRA Determination
of Consumer-end Tariff (Methodology & Process) Guidelines, 2015,. the Distribution
. Companies (DISCOs) are required to initiate the tariff determination process by submitting
their. minjmum, filing requirements by January 31 of each year. The submission is
followed by Authority's internal meetings, public hearing, tariff determination and
" hotification by the Goverhment. Keeping iri view the tecent annual tariff determinations,
the rebasing is notified by the Governmenl. in the month of July, gach year with effect
from 1# July, )

The MoE (PD} further mentioned that as an unfortiriate comt:ldence the consumers face
hlgh Fuel Charges Ad]ustments (FCAs) as well as the annual tariff rebasmg, simultaneous]y
in the summer months. This increase in tariff coupled w1th higher consumption leads to
szgmﬁcant hike in the consumer electricity bills of suramer months which intarh results
in unaffordability, public dissatisfaction and natlonw1de protests in the country The issue
can be streamlined if the timing of annual rebasmg is shifted from summer to winter
manths where the electricity consumption is lower and any tariff increase can be abgorbed
in consumer bills. This would result in relatwely stable and sustamable electnclty prices
Lhmughout the year. The Nalmnal Electricity Plan Strategic Directive 8also stipulates that
the Regulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
(Methodology and Process), 2015" to enable’ ahgnment of schedule’ of régulatory
proceedings for planning activities and rate case & tariff determinations.

The MoE (PD) submitted that the Cabinet has approved that pohcy guidelines may be
issued to NEPRA to revise the annual tariff determination process rimelines by amending
the relevant legal and regulatory framework in a way that the rebasing is notified with
effect from 1% January, each year, after compleuon of all regu]atory proceedmgs In this
regard itis }ughl:ghted that NEPRA has already determined Power Pu.rchase Price (PPP)

NMERRENN
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references up to June 2026 Pro]ecuons for the remaining six months will be shazred
subbequendy '

22.4.  In light of above and in exercise of powers under Section 31 of the Act, the Federal
Government hereby issues the following policy guidelines for implementation by NEPRA;

"NEPRA shall revise the annual tariff determination process timelines by amending the
relevant legal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from January I of esch year; after completion of alf
regulatory proceedings.”

22.5.: - GEPCO also vide letter dated 17.10.2025, submlLted that the MOE (I’D) v1de letter dated

" 16.10.2025, has conveyed that the Federal Government has approved the revision of the

annual tariff determination schedule, making it effective from 1= January each year. The

Authérity has already deterinined the Power Purchase Price (PPP) references up to June

2026, -sccordingly, it is submitted that the references for the remaining period up to
December 2026 may also be determined, in line with the above-mentone directives.

22.6. GEPCO further stated that it has already submitted its Mult-Year Tariff (MYT) Petition
for FY 2025-26 to FY 2029-30 for determination and the decision of the Autherity is
awaited, .Meanwhile, an interim tariff for FY.2025-26 has been determined by the
Authority in response to. PESCO's request dated 29,05.2025.

22.7. GEPCO ‘mecordingly requested that the Authority to determine the consumer-end tariff
' for the period from July, 1; 2026 to December 31, 2026 in accordance with the xevised
annyal rebasing timeline effective January 1, 2026, to ensure smooth and timely transition

to the revised rebasing schedule, | - - -

22.8. ‘The matter was discussed during the heating, and the Petitloner tequested the following
costs on account of i 1nl.er]m mdexatlon for the 06 months penoﬂ from ]'ul 26 to Dec 26;

Deseription GEFCO)
o' T Salaries, Wagéh & Other Benofits | * 9413
| Post Retirement Benefits 59061 .
Other O & M Costs 3,136 -
Depreciation - -~ 26368}
Return on Rate Dase 5,356

Turn Over Tax :
Gross Distribution Mergin - | 26,447
Less: Ouher Incoma . {2,732}
Net Dutribudnn Margin 23,715
2.9 The Aut]wmy has considered the guidelines issued by the Federal Government regardmg
© tariff rebasing to be que efféetive fror 1¢ January, instead of July each year. The
Authority is coghnizant of the fact that! rebasmg of tariff effective July, if upward, coupled
with high consumptidn, leads to increase in overall electricity bills during summer
months; thus; adversely impacting DISCOs performance in terms of recoveries and losses.
However, even with re-basing i in January, the overall billing impact for the consumers in
summer months would remain same, had the rebasing been made effective from July.
Nonetheless, in light of NE Plan, SD 8 and the instant policy guidelines, the Authority has
completed the consiltation process for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology and Process), 2015“ and the same are now in the

process of nonﬁcanon
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22,10. Further, in light of the instant policy guidelines, the Authority has determined the revised

22,11,

22.12,

22,13

23,
23.1.

45|Page

Power Purchase Price (PPP) references for the period from January. 2026 to December
2026 thréugh a separate decision. Pursuant thereto and keeping in view the request of the
Detitioner to also determine tariff for the period from July 1, 2026 to December 31, 2026,
in accordance with the revised annual rebasing timelines, the Authority has also
determined provisional revenue requirement of GEPCO for the period from July 1, 2026
to December 31, 2026 as under:

DI BEfneT

P i 1 b8 T LA L

Pay& Allowances | {Mln. Rs.)
Post Retirement Benelits [Mn, Rs.]
Repair & Maimmirance | {Min. Rs.)'
Traveling allowance {Mn. Bs.]
Vehicke maintenaace M. Rs.)
Other expenses {MI, Bs.]

O&M Cost [Mln. Rs.} (SRS

Depriciation § . {Mln. Bs.

RORB : . {Mln. Rs.]

O.lncome ) {Mln. Rs.]

Margin ]

For the purpose of rebasing for the p'eriod froni Jan, to Dec. 2026, the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PYA, from
Jill, to » Dec. 25, based oninferim tari{f dllowed for the FY 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26. The recovered amount has been calculated
by applying the Rs./kWh ratc as per the interim tariff {to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025.

The adjusted revenue requirement so worked out for the period from Jan, to Jun. 26 has
been clubbed together with the provisional revenue requirement determined for the
peried from Jul. to Dec. 2026, to work out the overall revenue requirement of the
Petitioner for the period from January 2026 to December 2026, The Schedule of Tariff
(SoT) of the Petitioner has been designed accordmgly

Any under over recovery of the determined revenue requirement for the FY 2025-26,
based on the allowed regulatory targets in terms of T&D losses, recovery etc., and
provisional revenue requirement being allowed for the six months period i.e. from Jul. to
Dec.26, would be adjusted subsequently, while determmmg the final revenue reqmrement
of the Petitioner for the FY 2026-27. :

Order

Inview of the discussion inade in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26
along—mrh upﬁ'ont indexation/adjustment from July to December 2026 and Taiff table of
CY 2026 (January 2026 to December 2026) to the extent of its distribution function is
summarized as under;
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Revised
Allowed ¥Y g{f";’]‘;‘é
2025-26 ,
Units Received IMlkWh] 12,063
. |Units Sold [MkWh] 10,995
- |Units Lost [(MkWh] - 1,068 ,
Allowed T&D Losses [%%] 8.85%]|
Energy Charge 98,017
Capacity Charge 188,243
Transmission Charge + MOT ' 23,787
Power Purchise Price [ | [MIm.Rs.} - - - |'310,048
Wire Business Margin © 0 T 40,378
Power Purchase Price with '
Wu'e Busmess 350,426
. Pey & Allowances [Mln. Rs.] 4,279 4,327
. Post. Retirement Bepefits [Mln. Rs.} 2,994 2,801
Repair & Maintainance’ [Mln. Rs.] 55 -7
Traveling allowance Ml Rs.} 125 112
" Vehicle maintenance [Mln. Rs.] 52 63
" Other expenses [MIn. Rs.] 142 114
O&M Cost, ViodG 74850
Depncmuctn ‘
"RORB. =, .~
. Q.Income
Margin- - : A4 {
Prior Year Ad)ustment Rs. T 22 420
Working Capital . Rs.]{{ (949)

Revenue Re quirement

[Rs./KWh 34, 24

23.2. Theabové assessment has been carned out based on the. data/mfpn;natlon prowgled by the
Petitioner, which the Authority believés is correct and- ‘Based .onfadts. In, 4§k of any
deviaton / misrepresentation observed at -a later stage, the Peuuoner shall be held
responsible for the consequences arising out, under NEPRA Act, Rules and Regulations
made thereunder, Any consequential-adjustrnent” if reqmled will be made accordingly.

Average Tariff

23.3. The Petitioner is directed to follow the follomng tlme ]Jhes'&br submxss'lon ofuts future
mdexanon!ad;usrment during the MYT éontrol pericd;
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TIWE LINES § ]

f Dosetiption | [Pa1s Theough] _ABJUSTMENTS! NDEXATION ]

[The Autbariry, ku,‘p'lllg Io vizw of any ab sormal chapges Bty revlew Pawer Purchie
Pelc refetencer plong with aoy Quarterly adjusimunt

Power Furchare Prite

Fued Cost

Varisbhy D&M

Cajocky Chacges
Trmmision ALOSC & MO¥F Clorges

Eorukly, 83 par Lhe approved mechondsm,
Trpact of FCA oo T&I ke s wioy] be
bk

Data (o be providd by CPPA (G) l-y clsg ol the
morih

Tass theaugh

Cunnmly. 8 per the approved Quostesly
odjusurent pachanbm p

Reqmsl 10 b furrlshed Ly the Peskignes not bier tan

Ilcqwt 1o b furnirhed by Iho Pationer rot bie? thon
ol of OF Days on Cuancrly bask,

Request to be futnihed by the Petkioner not bies tun
perkd of 07 Days v Quartesly tusk,

Marpla

Sabris, Wages & Rengliy

# Joscnmbimenl Derelt Amzuslly 39 por Lhe meckanbm ghen b rhe
Qihes operatin) s deckion . _ .
Sl Requestto'be subemked by PevtlonssIneadof oy of
Orher Ineoma. - :- < cveiy pean, 1o that adffusimedt J ndeontion far e o
D enme yéares defetomined b 1bmely Fdnrer,

Pelor Year Adjunment ;\nnmlyas per thr mcrunhm ghtnhth!

Ixmon N
Rulwg oa Yoy (ROE)
For: determination of use of system charges based on the aforementioned revenue
requirement the Petitioner is duected to file its use of' system charges petltmns in ]me W1th
applicable documents.

23.4,

‘The Petitioner is directed to ensure separate chsclosure of each item in jts authecl ﬁnancml
statemeénts &8 mentioned in the determination.

‘I'he Petitioner ‘is also divected 1o .ensuie breakup of its Operating cost in terms of
Distribution and Supply function separately in its audited financial statements.

23.5.

23,6,

The Petitioner is responszble 0 provlde service within its service territory on a non-
chscnmmatory basis to all the consumers who imeet the eligibility criteria laid down by
the Authority and make its system available foy operation by any other licensee, consistent
with apphcab]e instructions established by the system 0pelator.

The Petmoner shall follow the performance standa.t‘ds Tald down by the Authority for
dlsmbuuon and. wransmission of electric power, including safety, health and
env:ronmental protection instructions 1ssued by the Authonty or any Governmental
agency or Provmcml Government' ' to

23.7.

238,

The Penuoner sha]l ensure to develop, maintain and publicly make available, its

23.9.
; mvestment program for satisfying i its semce obhgauons and acqmnng and sellmg its assets,

23.10. The Petmoner shall dlsconnect the provision of electric power to a consumer for default
ini payment of power chargés orto & consumer who is mvolved in theft of electnc power

on the request of Llcensee. X

23.11. The Peuuoner s‘nall camply w1th all the emstmg or- fum.re ;Lpphcable Rules, Regulauons,
orders of the Authont)r and other apphcable documents as issued from time to tv:ne

24, m__a;y f@;;ecnon : _ : ,
24.1.  The Authotity hereby direcis the Peritiorier; -

i, To provide the reconciled date of sales mix for last 3 years w1r.h 1ts reported revenue
as per aud.lted ﬁnancml statements '
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i,

iv,

To provide comprehensive reconciliation of PYA allowed under different heads for at
least last 3. years with the reverue reported in andited accounts,

To provide year wise detail of amounts deposited in the Fund, amount.withdrawn
along- with profit/interest earned thereon since creation of Fund each year,

To provide the amount of IDC capitalized with its subsequent adjustment request and
reflect the same in its Audited Financial Statements each year.

To get its data, regarding units billed to lifeline consumers, domestic consumers
(consuming up-to 300 units) and Agriculture consumers, reconciled with PITC and
submit such reconciliadon to the Authority every year. . :

To ensure that by the time it files 15 next tariff petition/ adjustment request; MDI for
all consumers at all levels is properly recorded. - :

To-provide a certification from its Auditors that Repair and Maintenance expenditure
does not include any CAPEX nature item

25, The Determination of the Authority, is hereby intimated to the Federal Government for
filing of uniform tariff application in terms of section 31 of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997.

26.  Theinstant determination of the Authority along-with order part and Annexures, be also
notified in terms of Section 31 of the Regulation of Generation, Transmissior and
Distribution of Electric Power Act, 1997, wh.lle nonfymg t'.he umform tanﬂ" apphcat:lon

c}emsmn of the Authonry
AUTHORITY
kauu_u.u_ %ﬂm&g il F/AS
.-Amina Ahmed _ ; Engr. Magsood Anwar Khan
Member _ N A _ Member
‘Waseem Mukhtar
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Annex-1

FUEL PRICE ADJUSTMENT MECHANISM
Aclual vaciation in fuel cost component against the reference fue) cost component for the

corresponding months will be determined aceording to the following formula

Fuel Price variation = Actual Fue] Cost Component - Reference Fuel Cost Component

Where:

Fuel Price variation is the difference between actual and reference fuel cost component

Actual fuel cost component is the fuel cost component in the poo! price on which the
DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracfs, 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;

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. w ‘q_

4
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QUARTERLY ADJUSTMENT MECHANISM

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPP), excluding
Fuel Cost Component, against the reference Power Purchase Price component and the impact

of T&D losses on FCA, for the corresponding months and shall be determined according to the

following formula;

Quarterly PPP agiy=  PPPacuy {(excluding Fuel cost)-PPP(Recovereas {excludin
Where,

PPPiacwayy is the actual cost, excluding Fuel cost, invoiced by CPPA-G to XWDISCOs
and for energy procured through bilateral contracts, adjusted for any cost disallowed

by the Authority.

PPPiecovered) is the amount recovered based on reference rate in Rs./kWh, excluding
fuel cost, as per the tariff determination that remained notified during the period.

Irnpact of T&D losses oﬂ FCA

= Monthly FCA allowedmsawm x Actual units Purchase x % T&D losses

‘Where;

Monthly FCA allowed masaym is the FCA allowed by the Authority for the respective
months of the concerned period.

T&D Loss % is percentage of T&D losses that remained notified during the period.

The sum of amounts so worked for each month of the Quarter shall be divided by the Projected units to
be sold as determined by the Authority to work out Rs./kWh Quarterly adjustment, é\_ Ar af
)

Lo
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Guranvsala Elgeirle Power Company (GEFCO)
EsUmaled Salos Rovonta on the Basls of Now Taslif

Gales Bxso Reveru Base Tanll PYA 2025 Total Ta:llt
wad Charge|  Varbb!
peacrien T i el I e e e I e A R
[T Win R, in, s, Rekon M REANIN GO e . ToIWR . RuCondl  DWHM  RSIRY
Fosldentlal
Far peaklo ad lﬂgomwu‘u than ki
] Up to 58 Units - Lifo Lno 2zl % . 234 1] - . 2015 43 204 - - F
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Annex-V

TERMS AND CONDITIONS OF TARTFF
(FOR SUPPLY OF ELECTRIC POWER TO CONSUMERS BY LICENSEES)
PART-I

GENERAL DEFINITIONS

The Company, for the purposes of these terms and conditions means GEPCO engaged in
the business of distribution/supply of electricicy within the texritory mentioned in the
licence granted to it for this purpose.

1.

1|Page

“Month or Billing Period”, unless otherwise defined for any particular tariff category,
means a billing month of 31 days or less reckoned from the date of last meter reading.

If, for any reason, the scheduled reading period of a consumer exceeds the number of
days in a calendar month, the total consumption should be prorated to match the
nnmber of days in that calendar month for determining the applicable slab rate and
same be used for actual billing purpose.

“Minimum Charge”, means a charge to recover the costs for providing customer
service to consumers even if no energy is consumed during the month.

“Fixed Charge” means the part of sale rate in a two-part tariff ro be recovered on the
basis of “Billing Demand” in kilowatt on monthly basis,

“Billing Demand” means the 25% of the sanction load or Actual maximum dermand
recorded in a month, whichever is higher, except in the case of agriculture tariff D2
where “Billing Demand” shall mean the sanctioned load,

Provided that for the purpose of fixed charges sanctioned load means maximum
demand recorded during preceding 60 months.

Provided further that in case of new connections or consumers who hHave
renewed/revised their sanctioned load, the fixed charges will be charged on 25% of
the sanctioned load or actual maximum demand recorded in & month, whichever is
higher. However, upon establishment of MDI in next six months, the adjustment of
fixed charges will be made accordingly By the DISCO.”

Provided also that consumers having alternate/ dual source ie. captive power, net
metering etc. the existing mechanism of fixed charges shall remain the same Le. the
25% of the sanctioned load or actual maximum demand recorded in a month,
whichever is higher.

“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.

“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 measuxed over successive

periods each of 15 minutes’ duration.
Ao S
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10,

11,

12,
13.

14,
15.
16.

“Sanctioned Load” where applicable means the load in kilowatt as applied for by the
consumner and allowed/authorized by the Company for usage by the consumer.

“Power Factor” means the ratio of kWh to KVAh recorded during the month or the
ratio of k'Wh to the square root of sum of square of kWh and kVARh,.

Point of supply means metering point where electricity is delivered to the consumer.

Pezk and Off Peak hours for the application of Time Of Use (TOU) Tariff shall be the
following time periods in a day:
* PEAK TTMING, QFF-PEAK TIMING
Dec to Feb (inclusive) S5PMto9PM Remaining 20 hours of the day
Mar to May (inclusive) 6 PM to 10 PM ~do-
June to Aug (inclusive) 7 PMto 11 PM -do-
Sept to Nov (inclusive) 6 PM to 10 PM -do-

* Ta be duly adjusted in case of day light time saving

“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 5 kW and above supply shall be given at three-phase.

"Consumer” as defined in NEPRA Act.

“Charitable Institution” means an institution, which works for the general welfare of
the public on no profit basis and is registered with the Federal or Provincial
Government as such and has been issued tax exemption certificate by Federal Board of
Revenue (FBR),

NTDC means the National Transmission and Despatch Company.
CPPA(G) means Central Power Puzchasing Agency Guarantee Limited (CPPA)G).

The "Authority” means “The National Electric Power Regulatory Authority (NEPRA)"
constituted under the Regulation of Generation, Transmission and Distribution of
Elactric Power Act

GENERAL CONDITIONS

1.
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“The Company shall render bills to the consumers on a monthly basis or less on the
specific request of a consumer for payment by the due date.

The Company shall ensure that bills are delivered to consumers at least seven days
before the due date. If any bill is not paid by the consumer in full within the due date,
a Late Payment Surcharge {(LPS} of 5% may be levied for next three (03) days after the
due date and thereafrer 10% LPS may be charged on the amount billed excluding
Govt, taxes and duties etc. In case bill is not sexrved at least seven days before the due
date then late payment surcharge will be levied after 7 day from the date of delivery
of bill.

The supply provided to the consumers shall not be available for resale,

In the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%, In the event of the said Power factor falling below
90%, the consumer shall pay a penalty of two percent increase in the fixed charges
determined with reference to maximum demand during the month coxresponding to
one percent decrease in the power faceor below 90%, Wi 7 q{




PART-II
(Definitions and Conditions for supply of power specific to each consumer category)
A-1  RESIDENTIAL
Definition
“Life Line Consumer” means those residential conswimers having single phase electric
connection with a sanctioned load up to 1 kW.

The lifeline consumers to include residential Non-Time of Use (Non-ToU) consumers
having maximum of last twelve months and current month's consumption 100 units;
two rates for < 50 and <100 units will contine.

“Protected consumers” mean Non-ToU residential consumers conswming < 200 kWh
per month consistently for the past 6 months.

Residential Non-ToU consumers not falling under the protected category would be
categorized under "Un-protected consumer category”.

1. This Tariff is applicable for supply to;
1) Residences,
i) Places of worship,

2, Consumers having sanctioned load less than 5 XW shall be billed on single-part kWh
rate i.e. A-1(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 tariff A~1(b) as set out in the
Schedule of Taxiff.

4. All existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangement and converted to A- 1(b) Tariff by the Company.

A-2  COMMERCIAL

1. This tariff is applicable for supply to commertcial offices and commercial
establishments such as:

i) Shdps{’Flower Nurseries/Cold Storage

i) Hotels, Hostels and Restaurants,

iii) Petro] Pumps and Service Stations,

iv) Compressed Natural Gas filling stations,

v) Private Hospitals/Clinics/Dispensaries,

vi) Places of Entertainment, Cinemas, Theaters, Clubs;

vii)  Guest Houses/Rest Houses,

vili)  Office of Lawyers, Solicitors,' Law Associates and Consultants etc.
ix) Electric Vehicle Charging Stations (EVCS)

2. Tlectric Vebicle Charging Stations shall be billed under A-2(d) tariff i.e. Rs./kWh for

peak and off-peak hours. For the time being, the tari g egign is with zero fixed
0 R




charges, however, in future the Authority after considering the ground situation may
design its tariff structure on two part basis i.e. fixed charges and variable charges.

3. The Electric Vehicle Charging Station shall provide “charging service” to Electyic

Ve h]g!g sha]l provide charging service to Electric Vghlglg,s as pex the agphgahle tayiff

lus in, to he determined ket . The
EVCS sha]l be billed by DISCOS under A-2(d) tariff. However, monthly FCAs either
positive or negative shall not be applicable on EVCS,

4. Consumers under tariff A-2 having sanctioned load of less than 5 kW shali be billed
under a Single-Part kWh rate A-2(a)

5. Al existing consumers under tariff A-2 having sanctioned load 5 kW and above shall
be billed on A-2(b) tariff till such time that they are provided T.O.U metering
arrangement; thereafter such consumers shall be billed on T.O.U tariff A-2(c).

6. The existing and prospective consumers having load of 5 kKW and above shall be
provided T.0,U metering arrangement and shall be billed under tariff A-2(c).

A-3  GENERAL SERVICES
1. This tariff is applicable to;

i, Approved religious and charitable institutions
ii. Government and Semi-Government offices and Institutions
ii, Government Hospitals and dispensaries

iv. Educational institttHons

v. Water Supply schemes including water purnps and tube wells other than those
meant for the irrigation or reclamation of Agriculture land. :

Consumers under General Services (A-3) shall be billed on single-part kWh rate i.e.
A-3(=) tariff,

B INDUSTRIAL SUPPLY

Definitions

1. "Industrial Supply" means the supply for bona fide industrial purposes in factories
including the supply required for the offices inside the premises and for normal

working of tha industry.

2. Tor the purposes 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
such as;

i} Poultry Farms
i) Fish Hatcheries, fish farms, fish nurseries & Breeding Farms and
iif) Software houses

Conditions
An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connection is seasonal in mature as_.defined under Tariff-F, and he

< ANER o8
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undertakes to abide by the texms 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 aption for Tariff-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-1 SUPPLY AT 400 VOLTS THREEPHASE AND/OR 230 VOLTS SINGLE PHASE
1. This tariff is applicable for supply to Industries having sanctioned load upto 25 kW,

B-2

B-3

Consumers having sanctioned load upto 25 kW shall be billed on single-part kWh
rate.

Consumers under tariff B-1 having sanctioned load of less than 5 kW shall be billed
under a Single-Part kWh rate. However, B-1 consumers having sanctioned load of less
than 5 KW may opt for ToU meter

The existing and prospective consumers having load of 5 KW and above shall be
provided T.0.U metering arrangement and shall be billed under tariff B1(b).

SUPPLY AT 400 VOLTS

This tariff is applicable for supply to Industries having sanctioned load of more than
25 kW up to and including 500 kW,

All existing consumers under tariff B-2 shall be provided T.0.U metering arrangement
by the Company and converted to B-2(b) Tariff.

All new applicants i.e. prospective consumers applying for service to the Company
shall be provided T.O.U metering arrangement and charged according to the
applicable T.O.U tariff,

SUPPLY AT 11 kV AND 33 kV

1, ‘This tariff is applicable for supply to Industries having sanctioned load of more than

5|Page

500 kW up to and including 5 MW and also for Industries having sanctioned load of
500 kW or below who opt for receiving supply at 11 kV or 33 kV.

The consumers may be allowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned grid station subject to availability of lead in the grid and capacity in
the 11kV existing dedicated feeder, In such a case the consumer will bear 100% grid
sharing charges including transmission line charges and 100% cost of land
proportionate to load. While allowing extension. in load, the DISCOs shall ensure that
no additional line losses are incurred and additional loss, if any, shall be borne by the
respective consumers.

"If, for any reesson, 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 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 number
of days between the date of the old reading and the new reading.




4. 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 Eligibility Criteria
laid down by the Authority read with Consumer Service Manual (CSM).

5. All B-3 Industrial Consumers shall be billed on the basis of T.O.U tariff given in the
Schedule of Tariff.

B-4  SUPPLY AT 66 kV, 132 KV AND ABOVE

1. This tariff is applicable for supply to Industries for all loads of more than 5MW
receiving supply at 66 kV, 132 kV and above and also for Industries having load of
5MW or below who opt to recetve 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 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 number
of days between the date of the 0ld 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 Eligibility Criteria laid down by the Authority read with
CSM, 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 controHing 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 Eligibility Criteria laid
down by the Authority read with CSM.

4, All B-4 Industrial Consumers shall be billed on the basis of two-part T.O.U tariff.
C BULK SUPPLY

“Bulk Supply” for the purpose of this Tariff, means the supply given at one point for
self-consumption to mix-load consurmer not selling to any other comsumer such as
residential, commercial, tube-well and others,

General Conditions

If, for any reason, the meter reading date of a2 consumer is' altered and the
acceleration/retardation in the date is up to 4 days no notice will be taken of this
acceleration or retardation. But if the date is accelerated or retaxrded 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,

G-I SUPPLY AT 400/230 VOLTS

6{Page
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1. This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
baving 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-I{a) variff,
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.Q.U) tariff C-
1(c) given in the Schedule of Tariff.

4, Al the existing consumers governed by this tariff having sanctioned load 5 ¥W and
above shall be provided T.0.U metering arrangements,

C-2 SUPPLY AT11kVAND33kV

1. This tariff is applicable to consumers receiving supply at 11 KV or 33 kV at one-point
metering arrangement and having sanctioned load of more than 500 kW up to and
including 5 MW.

2. The consumers may be allowed extension of load beyond 5SMW upto 7.5MW from the
DISCO's owned grid station subject to availability of load in the grid and capacity in
the 11kV existing dedicated feeder. In such a case the consurer will bear 100% grid
sharing charges including transmission line charges and 100% cost of land
proportionate to load, However, only such consumers be allowed extension of load
beyond 5MW upto 7.5MW whose connection is at least three (3) years old. While
allowing extension in load, the DISCOs shall ensure that no additional line losses are
incurred and additional loss, if any, shall be borne by the respective consumers.

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 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 Eligibility Critexia
laid down by the Authority read with CSM.

4. All new consumers shall be provided TOU metering arrangement and shall be billed
on the basis of tariff C-2(b) as set out in the Schedule of Tariff. -

5. Dxisting consumers governed by this tariff shall be provided with T.0.U 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 Eligibility Criteria laid down by the Authority read with
CSM, 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, Gircuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, altermatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other

TiPage
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necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Eligibility Criteria laid
down by the Authority read with C5M,

3. Existing consumers governed by this tariff shall be provided with T.O,U metering
arrangement and converted to C-3(b).

4, Al 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 Sciredule of Tariff.

D  AGRICULTURAL SUPPLY

“Agricultural Supply” means the supply for Lift Irrigation Pumps and/or pumps
installed on Tube-wells intended solely for irrigation or reclamation of agricultural
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 Drainage Operation under Salinity 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 reading 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 number
of days berween the date of the old reading and the new reading,

3. The lamps and fans consumption in the residential quarters, if any, attached to the

tube-wells shall be charged entirely under Tariff A-1 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-1, A-2 or Industrial Tariff B-1, B-2 shall be respectively applicable.

D-1

1. This tariff is applicable to all Reclamation and Drainage Operation pwmping under
SCARP related installation,

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.e, D-1(a) tariff given in the Schedule of Tariff.

3. All new consumers baving sanctioned load 5 XW and above shall be provided TCU
metering arrangement and shall be charged on the basis of Time-of- Use (T.O.U) tariff
D-1(b) given in the Schedule of Tariff.

8|Page




4, All the existing consumers having sanctioned load 5 KW and above shall be provided
T.0.U metering arrangements and shall be governed by D-1(a) till that time.

D-2

1. This tariff is applicable to consumers falling under Agriculture Supply 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
- 2(b) given in the Schedule of Tariff.

4, All the existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangements and shall be governed by D-2(a) till that time.

~E-1  TEMPORARY RESIDENTTAL/COMMERCIAL SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporarily on special occasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring cinermas and persons engaged in construction of
house/buildings/plazas of single phase loads, A temporary electxic power supply
commnection for the construction shall be provided by Distribution company initially
for a period of six months which is further extendable on three month basis up to
completion of the specific job/project for which the temporary connection was
obtained, However, there is no minimum time period for provision of temporary
connection. The temporary connection for illumination, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremondes, civil
or military funetions etc,, testing of industrial equipment or any other emergent
requirement of temporary nature, can be provided for specific time period not
exceeding two weeks. The sanctioning officer shall ensure that the temporary
connection will be udlized for temporary purpose only.

Special Conditions of Supply
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

“Ternporary Industrial Sipply” means the supply given to an Industry for the bopafide
purposes mentioned under the respective definitions of “Industrial Supply”, during
the construction phase prior to the commercial operation of the Industrial concern.

SPECIAL CONDITIONS OF SUPPLY

1, Ordinarily the supply under this Taxiff shall not be given by the Company without
first obtaining security cqual to the anticipated supply charges and other
- miscellaneous charges for the period of temporary supply.

9|Page
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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.

SEASONAL INDUSTRIAL SUPPLY

“Seasonal Industxy” 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 sexvices 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 sezson 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 : :
"Year” means any period comprising twelve consecutive months,

1.

All "Definitions” and "Special Conditions of Supply” as laid down under the
corresponding Industrial Taxiffs shall also form part of this Tariff so far as they may be
1elevant,

Special Gonditions of Supply

L
2.

10|Page

This tariff is applicable to seasonal industry,

Fixed Charges per kilowatt per month under this tariff shall be levied at the rate of
125% of the corresponding ragular Industrial Supply Tariff Rates and shall be
recovered only for the period that the sessonal indusiry zctually runs subject to
minimum period of six consecutive months during any twelve consecutive months,
The condition for recovery of Fixed Charges for a minimuwm period of six months shall
not, however, apply to the seasonal industries, which are connected to the Company’s
Supply System for the first time during the course of z season.

The consumers falling within the purview of this Tariff shall have the option to
change over to the corresponding industrial Supply Tariff, provided they undertake to
abide by all the conditions and restrictions, which may, from time to time, be
prescribed as an integral part of those Tariffs. The consumers under this Tariff will
have the option to convert to Regular Tariff 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 xemain in foxce for at least one year, '

All seasona) loads shall be disconnected from 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, however, a consumer requires running the non-seasonal
part of his load (e.g,, lights, faus, tube-wells, etc.) throughout the year, he shall have
1o 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,

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 premises
shall be removed after expiry of 60 days of the date of commencement of season
previously specified by the consumer at the time of his obtaining new conmection/re-
connection. However, at least ten clear days notice in writing under registered post
shall be necessary to be given to the consumer before removal of service line and

SEW: %
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equipment from his premises as aforesaid, to enable him to decide about the retention
of connection or otherwise. No Supply Charges shall be recovered from a
disconnected seasonal consumer for any season during which he does not come
forward to have his seasonal induspy re-connected with the Company’s Supply

Siystern.
G PUBLIC LIGHTING SUPPLY
“Public Lighting Supply” means the supply for the purpose of illuminating public
lamps. The supply under this tariff shall also be applicable for lamps used in public
playgrounds and public parks.
Definitions
“Month” means a calendar month or a part thereofin excess of 15 days.

Special Conditions of Supply
The supply under this Tariff shall be used excluswely for public hghung 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 conswmers having their own distxibution fiicilities,

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 colonies attached ta their factary 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,

“Residential Colony” attached to the Industrial Supply Consumer, means a graup
of houses annexed with the factory premises constructed solely for residential
purpose of the borafide employees of the factory, the establishment or the factory
owners or partners, etc,

Special Conditions of Supply”

The supply under this Tariff shall not be available to persons who meet a part of
their requirements from a separate source of supply at their premises.

TARCTION .
Supply under this tariff means supply of power in bulk to Railways for Railway

Traction only. %

11|Page
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B National Electric Power Regulatory Authority
%E% Islamic Republic of Pakistan

Syt
Bae ﬁ;@éﬂ | NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad.

Tel: +92-51-9206500, Fax: +92-51-2600026

Registl‘ar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk
No. NEPRA/R/ADG(Tariff)/TRF-1 OOJCPPAGM/ 3 —76 January 07, 2026
Subject:  Decision of the Authoritv in the matter of request filed by Central Power Purchasing

Agency (Guaranfee) Limited (CPPA-G) for Approval of Power Purchase Price Forecast
for the CY 2026 i.e. January 2026 to December 2026

Dear Sir,

Please find enclosed herewith the subject Determination of the Authority alongwith Anrexure I, 11
& TII {total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026.

2. . The instant Decision of the Authority alongwith Annex 1, 1l & {1 attached to the Decision, is
intimated to the Federal Government for filing of uniform tariff application in terms of section 31 of the
Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997. The instant Decision
alongwith Annex-I, It & [H attached with the Decision be also notified in terms of Section 31 of the NEPRA

Act, while notifying the uniform tariff application decision of the Authority,
| Ok Joruwaus

Enclosure: As above
(Wasim Anwar Bhinder)

Secretary,

Ministry of Energy (Power Division),
‘A’ Block, Pak Secretariat,

Islamabad

Copy to:

1. Secretary, Ministry of Finance, *Q’ Block, Pak Secretariat, Islamabad

2. Mr, Shehriyar Abbasi, Deputy Secretary, Cabinet Division, Cabinet Secretariat, Istamabad

3. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited (CPPA-G), Shaheen
Plaza, 73-West, Fazl-e-Haq Road, Islamabad
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Decision of the Authorlly in the matler of
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Power Purchase Price Forgcast for CY 2026

6.

10.

The Ministry of Energy (Power Division) (MoE-PD) vide letter dated 18.08.2025,
submitted that the Authority determines the consumer-end tariff for XWDISCOs and X-
Electric in accordance with Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (the NEPRA Act), read with Rule 17 of the
NEPRA (Tariff Standards and Procedure) Rules, 1998 and the uniform rebased tariff, once
determined by the Authority, is notified by the Federal Government under Section 31(7) of
the NEPRA Act. Tt was further submitted that the latest rebasing was notified on July 1,
2023, In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read
with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies (DISCOs) are required to initiate
the tariff determination process by submitting their minimum filing requirements by
January 31= of each year. The submission is followed by internal deliberation by the
Authority, public hearing, tariff determination and subsequent notification by the Federal
Government In view of the established tariff determination cycle recent annual tariff
determinations, the rebasing of consumer-end tariff is notified by the Federal Government
in the month of July, with effect from 1= July each year.

The Ministry further submitted that, in practice, the incidence of higher (FGAs)and annual
tariff rebasing coinciding during the summer months results in elevated electricity bills
owing to increased seasonal consumption, which, according to the Ministry, has
implications for consumer affordability. It was contended that such impacted could be
moderated if the timing of annual rebasing is aligned with periods of relatively lower
electricity consumption, such as winters months, thereby enabling smoother absorption of
tariff variations and contributing greater stability in consumer bills over the year, Strategic
Directive 8 of the National Electricity Plan (NE Plan), which envisages, that the Regulator
shall also revisit the "Guidelines for Determination of Consumer End Tariff {Methodology
and Process), 2015" to enable alignment of regulatory proceedings for planning activities
and schedule of rate case and tariff determinations.

The MoE submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual tariff determination
process timelines through amendments to the relevant legal and regulatory framework, so
as to enable notification of the rebased tariff with effect from 1¢ January, each year,
following completion of all the requisite regulatory proceedings. In this regard, it is
highlighted that the Authority has already determined (PPP) references up to June 2026
and that projections for the remaining period would be shared subsequently.

In light of above and in exercise of its powers under Section 31 of the NEPRA Act, the
Federal Government issued the following policy guidelines for implementation by NEPRA;
NEPRA shall revise the annual tariff determination process timelines by amending the
relevant legal and regulatory framework (puidelines, rules and procedures) to ensure
that annual rebasing is notified with effect fom January It of each year, after
completion of all regulatory proceedings.”
Pursuant to the above, and in order to give effect to the rebasing w.e.f. January 2026,
CPPA-G was directed vide letter dated 07.10.2025 to submit the (PPP) forecast for
Calendar Year (CY) 2026 (January-December 2026)
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Power Purchase Price Forecast for CY 2026

Considering that the PPP constitutes a substantial component of the consumer end tariff,
t the Authority, in order to ensure transparency and afford an opportunity of hearing to
all the stakeholders, decided to conduct a public hearing in the matter, Accordingly, a
public hearing was held on 18.11.2025 at NEPRA. Tower Islamabad. Notice of the public
hearing was published in the National Dailies on 12,11.2025, inviting comments and
objections from the interested/ affected parties, In addition, individual notices were
issued to the Petitioner and other relevant stakeholders. The following issues were
framed for deliberation during the public hearing:

a.  What is the basis of demand forecast for DISCOs under different scenarios?

b,  What is basis for set of asswnptions considered for projecting power purchase
prices?

c.  Which is the optimal achievable power purchase price scenario for rebasing of
consumer end tariff for the period from January to December 2026, in order to
minimize the future FCA and quarterly adjustments?

d.  'What methadology has been adopted for allocation of generation (GWh) to
DISCOs along with power purchase price cost?

The hearing was held as per the schedule, wherein the Petitioner was represented by the
CEC CPPA-G, along-with its technical and financial teams. The hearing was also
attended by representatives of the Ministry of Energy (MoE), including the Additional
Sccretary, MD PPMC, ISMO, NGC, as well as other stakeholders, members of the general
public and representatives of the media. ‘

CPPA-G presented its case before the Authority and submitted that, in light of the policy
guidelines approved by the Federal Cabinet, the annual rebasing of DISCO's/SOLR is
proposed to be aligned with Calendar year instead of Fiscal year. Consequently, the
Anthority, vide dated 74 Qctober 2025 directed CPPA-G to submit the Power Purchase
Price Report in consultation with relevant stakeholders including NGC and ISMO.
CPPA-G submitted that, following internal deliberations and consultation with the
relevant stakeholders, it prepared and submitted the PPP forecast report for consideration

of the Authority,
The following synopsis of PPP forecast for CY 2026 was presented by CPPA-G:
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193. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electricity consumption trends. Based on historical elasticity
estimates and GDP projections by IMF, economic growth is expected to result in a
corresponding increase in electricity demand, ranging from 1% to 2,5%. These projections
form the basis for the normal and high demand scenarios used in this analysis, The
detailed demand assumptions for XW-DISCOs and X-Electric are presented in the tables

below:;

Jan-26 7014 718
Feb-26 5,903 5,990
Mar-25 7,203 7310
Apr26 9,270 5,408
May-26 11,517 11,588
Tun-26 12,630 12817
Jul-26 12,809 12,999
Aug-26 12,799 12,989
Sepr-26 11,459 11,669
Oct-26 5.381 G419
Nov-26 6,816 8417
Dec26 6,643 6945
pnth Mvilitals
Stma gk
Jan-26 758 777
Feb-26 732 751
Mar-26 956 550
Apr-25 950 974
May-26 1072 1,098
Jun-26 1184 1,214
Jul-26 1,265 1,296
Aug-26 1,265 1,295
Sapr26 1,224, 1255,
Ox26 | 1075 - 1105
“Nov26 967 992
Dec-26 777 757

19.4. GPPA-G presented the following demand trends for the last two years, based on which it
has assumed a growth of 1% in the instant PPP forecast:
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20.3. During the hearing, CPPA-G explained that’ indent (water release) forecasts ave

20.4.

inherently uncertain and, therefore, cannot be predicted with precision. In view of such
variability, CPFPA-G submitted that the adoption of extreme hydrology assumption may
not be prudent for the purposes of PPP forecasting. Furthermore, the Indus River Systern
Authority (IRSA), in its letter to ISMO dated 26 November 2025, has reiterated that
reservoir operations are governed by clause 14(c} of the Water Apportionment Accord,
1991, As per the said framework, reservoir releases are prioritized to meet provincial
irrigation  requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches,

el Prices

With regards to the fuel prices, CPPA-G submitted that fuel costs constitute a significant
driver of the fuel cost component within the (PPP). Accordingly, the forecast incorparates
assumptions for normal fuel prices, based on reputable data sources to ensure accuracy and
relevance. For imported fuels, price assumptions are based on market dara published by
Argus Media and Platts, whereas local fuel prices are informed by inputs from OGRA,
NEPRA, and TCEB. These assumptions are detailed below:

Fuel Price Assumptions
Imp Imp Imp
Coal Coal Coal Thar
Coal

Bagass

Yerrs Gas Brent | API-4 | I1CI-3 ICI-4 R¥O o HSD
RSB;TI\?'{ $/Barrel| $/MTon| $/MTon{ $/MTon |$/MTon | $/MTon Rs.;’:r[‘[‘ Rs/Litre
Jan-26 1,225 &7 84.6 58 30.7 18.6 461 5209 276.81
Feh-26 1,235 67 84.6 58 | 307 18.6 451 5209 276,81
Mar-25 1,225 &7 3d.6 58 30.7 18.6 461 5209 276,81 -
Apr-26 1,225 57 84.6 + 58 307 18.6 461 5209 276.81
May-26 | 1,225 67 84.6 58 30.7 18.6 48] 5209 276.81

TJun-26 | 1,225 |© 67 846 58 | 307 18.6 461 5209 | 276.81

Jul-26 1,225 67 - 84.6 58 30.7 18.6 461 5470 | 276,81
Aug-26 | 1,275 67 84.6 58 30.7 18.6 461 3470 | 276,81
Sept-26 | 1,225 67 ‘84,6 58 30.7 18.6 461 5470 [ 27681
Qct-26 | 1,225 67 84.6 58 30,7 18.6 461 5470 | 276.81
Nov-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81
Dec-26 | 1,225 67 846 58 30.7 18.6 461 5470 | 276,81

20.5. Additionally, for the assessment of PPP references under high fuel price scenario, a 5%

20.6.

escalation in futel prices, including imported coal, RENG, and RFO, above the baseline
assumptions has been incorporated into the analysis. The scenario with low fuel prices
takes into account a 5% reduction in the fuel price during the horizon.

Econometrie Parameters

With respect to key macroeconomic parameters, projections have been developed for,
inter alie, SOFR, KIBOR, U.S. inflaton, and domestic inflation. The inflation data for the
United States and Pakistan has been sourced from the IMF's World Economic Qutlook
report. To estimate KIBOR and SOFR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics. :
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Qther Assumptions;
20.12. CPPA-G submitted that the following additional assumptions have been applied in the
preparation of PPP references for CY 2026.

* HVDG+AC Corridor Transfer Capability: Transfer limits are set at 3,200 MW
for Winter (January & February), 3,600 MW for Winter (November &
December), and 5,000 MW for Summer 2026 (following the commissioning
of Lahore North), as per the Normal Operation arrangement of the SCS
Strategy Table provided by M/s NARI,

* RLNG Offtake: The mandatory 50% offtake under contractual obligations for
RLNG has been assumed in this dispatch plan.
* RING and RFO Projections: These are based on assumed demand scenarios.

However, actual fiel demand may vary depending on real-time system
conditions and ‘will be managed in accordance with prevailing contractual

agreements.

» Renewable Energy Generation: Assumed based on the previous year's energy
profile, ' ) '

* Imports. and Other Sources: Import from Iran has been considered in the
overall assessment. However, generation from net metering has not been
included in the analysis to the extent of incremental additions during
January to December 2026,

» Fuel Source Assumptions: HSRPEL, PQEPC, CPHGCL, JPCL, and LEPCL are
assumed to operate exclusively on imported coal.

» Future Projects: fncorpgrated based on the best available technical
assessments and information. However, actual dispatch may differ in
response to prevailing system conditions,

20.13. CPPA-G submitted that they have considered various natonal and international reports
to determine the assumptions used in the setting of reference (PPP).

20.14. Based on the aforementioned assumptions, CPPA-G presented the following five
scenarios of PPP forecast for CY 2026:

R

[s.ﬂs to DISCOS GWR 125,822 125,822 127,815 125,822 125,822
4ila Re 999,469 1,024,504 1023,006 1,031,652 967,286

Fitet Cort ReAWE | 791 514 800 9.20 7.69
] M s 30,106 1,001 Sias 50,108 0,10
Variable ORM Be.MMWVE 040 0.1 6.5 6,40 0.40
p ,, T JMIaRs 197,602 202,158 1,974,602 1974602 1973600
Copasity Charges Re/KWh 15.63 1607 1545 15.69 15.69
i - in ke 30077 3,097,663 3,038.853 3,056,360 2,591,994

Tower Purchasu Piice (Esc. Tramstr e 2400 24482 B8 e 2.7
Transmitson  MOF Clorges | Rs/RWh 191 T4 () ] 8

TS Totaltry

10
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What methadalogy has been adopted for allocation of generation (GWhs) to DISCOs
along with power purchase price cost? :

CPPA-G submitted that, the actual monthly consumption pattern of DISCO's at the
132KV level, as observed during the immediately preceding period, has been maintained
across all the scenarios. The Authority in its determination for SPA registration has
mentioned the allocation of capacity on the basis of coincidental MDI initially, prior to
transition to allocaton factors, CPPA-G submitted that the implementation of the said
mechanism remains contingent upon the Authority's determination in the matter of
petition filed by NGC and accordingly, the actual allocation trends would be available

‘once the MSP (NGC) would start providing data in accordance with the determiniation.

In view of the above, the allocation of CPP to DISCOs continue on non-coincidental
basis, For this, the latest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs. During hearing, no DISCO objected aither to the criteria or the proposed
quantum of energy allocated to each DISCO by CPPA-G.

Various stakeholders submitted their comments in the matter, A summary of relevant
comments is as under: :

- Mr, Rehan Javed, a commientator, expressed reservations regarding the accuracy and
reliability of the data presented by CPPA-G. He submitted that, during the recent
quazterly adjustment hearing for XWDISCOs for the first quarter of FY 2025-26, the
actual demand reported was lower than CPPA-G's projections. According to him,
this outcome reinforces their earlier submissions during the FY 2025-26 rebasing
proceedings, which he asserted were more reflectiye of ground realities.

¥'He further highlighted the absence of accurate and consolidated data on behind-the-
meter solarization across Pakistan, noting that this gap undermines the credibility of
demand forecasts. Mr. Rehan also raised concerns that rapid advancements in battery
storage technology could accelerate consumer migration away from the national grid
if tariffs are not rationalized. Additionally, he inquired about the rationale for the B2
industrial tariff being lower than the B3 industrial tariff,

v Mr. Tanveer Barry, a commentator, noted that according to CPPA-~G’s submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/kWh,
while the highest stands at Rs.26.53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contracts. In response, CPPA-G clarified
that the impact of these renegotiations had already been incorporated during the
previous rebasing, wherein the PPP decreased from Rs.27,00/kWh in FY 2024-25 to
Rs.25.98/kWh in FY 2025-26. '

¥ Mr. Barry (urther submitted that electricity demand is unlikely to increase in the
future due to high tariffs, increasing consumer shift toward solar solutions, and the

continued closure of industxial units.

v" Mr. Aamir Sheikh, a commentator, submitted that in the previous rebasing exercise,
an exchange rate of PKR- 290/USD had been used, as it aligned with the rate

mﬁvqt 12
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The Authority notes that vide its decision dated 23.06.2025, a demand growth assumption
of 2.8% has been approved for the period vp to June 2026. However, based on the actual
data reported up tg October 2025, the Authority observes that the projected growth has
not materlalized to the extent previously anticipated, indicating the need to rationalize
the growth assumpton used in the PPP forecast. Further, the Autherity, vide decision
dated 05.12.2025, also approved the incremental consumption package for industrial and
agricultural consumers which may also stimulate electricity demand.

[n view of the foregoing and for the purposes of the projecting the PPP for CY 2026, the
Authority considers the demand growth of 1% as projected by CPPA-G, to be reasonable
for the present determination,

The Authority observes that other critical factor that impacts electricity prices is the
exchange rate- parity. Pakistan's power sector costs are generally tied with dollar
indexation, and any change in exchange rate parity directly impacts the energy and
capacity charges of generation segment, which constitute over 85% of the total cost of
power sector. With devaluation of PKR against U.S. dollar, cost in local eurrency
increases, potentially leading to higher electricity prices for consumers, therefore,
accurate assessment of PKR/ USD as far as possible, is one of the most crucial elements of
PPP forecast.

CPPA-G presented multiple exchange rate scenarios in its PPP projections, ranging
between Rs.290/USD) to Rs.300/USD and Rs.200/0SD to Rs.310/USD, based on historical
trends and forward-looking assumptions. While such analysis provides useful sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01.2026, realized this fact and
submitted revised PPP projection under Scenario-I by revisiting the exchange rate

forecast as well as KIBOR.

In view of the foregoing, and considering the need to balance tariff stability, consumer
affordability, and macroeconomic realism, the Authority has decided to opt the revised
exchange rate forecast submitted by CPPA-G ranging from Rs.282/USD to Rs.285/USD
for.the CY 2026, Although, this would avoid unnecessary upfront burdening of the
consumers, however, in case of any volatility in exchange rate beyond projections, the
same would be catered through periodic adjustments. _

Regarding fueel prices for both imported as well as local fuels, the Authority eonsiders the
projections made by CPPA-G under normal firel price scenario are satisfactory, keeping
in view the reports and data relied upon by CPPA-G, while making such projections.

For other economic parameters i.e. LIBOR, US inflation and PAK inflation, the Authority
considers the projections made by CPPA-G for the CY 2026, as reasonable. However, for
KIBOR, the Authority keeping in view the recent reduction in policy rate by the SBP. and
revised submissions of CPPA-G, has decided to account for KIBOR @ 10.70% from Jan, to
June 2026 and 10.50% from Jul. to Dec. 2026,

In view of the discussion made in the preceding paragraphs, the assumptions and source
wise estimated/projected generation along-with estimated cost of electricity generation
for the CY 2026 is approved as under;
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around 32% of the total projected FPPP, The National Average Power Purchase Price
(NAPPP) works out as Rs.25.32/kWh and the National Average Enexgy Purchase Price
(NAEPP) works out as Rs,8.13/kWh. The generation cost is transferred to the DISCOs as

per the prescribad mechanism.

37. DISCOs wise PPP for CY 2026 is as under;
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Annex-IT

FUEL PRICE ADJUSTMENT MECHANISM

Actual variation in fuel cost component against the reference fuel cost component for the
corresponding months will be determined according to the following formula

Fuel Price variation = Actual Fuel Cost Component - Reference Fuel Cost Component

Where:
Fuel Price variation is the difference between actual and reference fuel cost component

Actual fucl cost component is the fuel cost component in the pool price on which the
DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracts, 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;

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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