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

NOTIFICATION

S.R.0. 43(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 amendments shall be
made in its notification No. S.R.0. 1167(1)/2025 dated the 01%t day of July, 2025,

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 Hazara Electric Supply Company (HAZECO), 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.

Furthermore, the National Electric Power Regulatory Authority decisions dated 7t
January, 2026 in respect of HAZECO 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 1t day of January, 2026.
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Towef, Attaturk Avenue {East), G-5/1, Islamabad.
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Reglstrar

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

DLECISION 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
Dear Sir, .

Please find enclosed herewith the subject Decision of the Authority (total 18 Pages). The instant
Decision including Annex-A & A-l, B & B-1and Cis intimated to the Federal Government for notlﬁcatton
in teritis of Section 31(7) of the Act.

Subject:

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

Decisions of the Authority issued in the matter of each XWDISCO atong with Declslon of Powel Purchase
Price (PPP) Forecast for the CY 2026 dated 07.01 2026 -

Enclosure; As above

(Wasim Anwar Bhinder)

Secretary,

Ministry of Energy (Power Division),

‘A’ Block, Pak Secretariat,

Islamabad

Copy to:
Secretary, .Mr. Shehriyar Abbasi,
Ministry of Finance, Deputy Secretary
'‘Q' Block, Pak Secretariat, Cabinet Division,
Islamabad Cabinet Secretariat, Islamabad
Secretary, Sccretary,
Energy Department, Energy Department,
Government of Punjab, Government of Sindh,

8th Floor, EFU House, Main Gulberg,
Jail Road, Lahore

34 Floor, State Life Building No. 3, Opposite CM
IHouse, Dr. Zai-ud-din Ahmad Road, Karachi

Secretary,

Energy and Power Department,

Government of Khyber Pakhtunkhwa,

First Floor, A-Block, Abdul Wali Khan Mu[tlp]ex
Civil Secretariat, Peshawar

Secretary,

Energy Department,
Government of Balochistan,

ClVI! Secretariat, Zarghoon Road,
Qhetta

Secretary,
Water & Power,

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

Chief Executive Ofﬁcer,
Central Power Purchasing Agency Guarantee
Tl,tﬂd (CPPA-G), Shaheen Plaza, 73-West,

1 ¥dzl-e-Haq Road,
- @siamabad
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECO), 426/A, PMA Link Road,
Jinnahabad Abbottabad

Chief Bxecutive Officer,

Sukkur Electric Power Company Ltd. (SEPCO),

SEPCO Headquarters, Old Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (KEL),

KE House, Punjab Chowtangi,, ) -
39 — B, Sunset Boulevard, Phase-II,

Defence Housing Authority, Karachi

Chief Executive Qfficer,

{ Hyderabad Electric Supply Company Ltd. (HESCO),

WAPDA Water Wing Complex, Hussainabad,
Hyderabad

Chief Bxecutive Officer,

Tribal Areas Electric Supply Company Lid.
(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 Litd. (IESCO),
Street'No, 40, G-7/4,

Islamabad

Chief Executive Officer,

Fajisalabad Electric Supply Company Ltd (FESCO)
Abdullahpur, Canal Bank Road,

Faisalabad

Chief Executive Officer, )
Gujranwala Electric Power Company Litd.
(GEPCQ), 565/A, Model Town G.T. Road,
Gujranwala

Chief Executive Ofﬁcer,
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, -
Multan

Chief Executive Officer,
Quetta Electric. Supply Company Ltd. (QESCO),
14-A Zarghoon Road, Quetta '
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1. NEPRA determined annual tariff adjustments / indexation and Muld 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 cornponent 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, wh1le
notifying the uniform tariff application decision of the Authonty

3. 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 conisumer 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”).

4.  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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sector' and under Clause 5.64 states that in dué course, 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 (¢) 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 {1)/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 determinmed by the Authority for XWDISCOs (owmned 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 lead 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-Owmed Distribution companies (even after
privatization) through incorporation of direct / indirect subsidies. Accordingly, the Federal
Government’s applicable tariff for K-Electric consumers will also be consistent with the
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10.

11.

proposed uniform national tariff of XWDISCOs. Thie 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 Federal 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 K-
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 modified from time to time.
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The Authority, in order to provide a falr opportunity to the Federal Government to present its
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 Federal 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
subrnitted 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 &D) 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 haye gone down from 113 bkWh in
FY 2023 o 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) respectively, which has an impact of
around Rs.3.5/kWh on grid rates.
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Determined Unit Sold {BkWh} .

MNet-Metering Solar | 6,539 MW
:| Off-Grid Solar 12,629 MW

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;
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19. The Mok (PD) also submitted that despite this change in sales mix, the Federal Government
has decided to maintain the existing applicable taxiff 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). Written 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 Dis crimmat:ory 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 Cros._s-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

growth reflects a policy contradiction.
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Misuse of Uniform Tariff Gonce_pt

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.
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, B3 and B4 categories discourages efficient

demand behavior.
Penalization of Higher Voltage Consumers

Higher voltage B'o;, B4 consumers are charged equal or higher 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

v

Despite surplus capacity and rising capacity payments, there is no credible strategy to sell
electricity as a product, Tariff design suppresses demand and accelerates grid exit. Without

correction, grid hollowmg will continue.
Mr. Rehan Javed, durmg 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 elecl:ricitjr 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 Ministry of Energy. APTMA
further submitted that protected residential consumers are being heavily sub31d.1zed the
burden of which is being cross-subsidized by industrial consumers.

Mr. Aamir Sheikh, Mr. Rehan Javed; Mr. Asim Riaz, and Mr. Arif B11wan1 opposed the
continuation of cross-subsidy being borne by industrial consumers. They submitted that a
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 slrnultaneously reducing the fiscal burden of subsidies

borne by the I‘ederal Government ‘
Mz, Arif BllWEllll also. requested that r_he peak and Off-peak rates should be abollshed to the
extent of industry.

Mr, Aamir Sheikh further subrmtted that a reduction in the reference tariff on account of
PPPP could potentially lead to positive periodic ad]ustment:s, thus leading.to increase in

industrial l_:ariff.
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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 Joss 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 subm1tted 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-taxiff
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 subtidy 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 system 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 taxiff regime where efficiency
gains are transparently reflected and inefficiencies are systematically 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 growt'h 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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implemented, including an incremental incentive package aimed at enhancing demand and
optimizing the utilization of suxplus 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
tartff application, determine a uniform tariff for public sector licensees, engaged in supply of
electric power to consumers, in the copsumer’s interest.

Turther, 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 subsu:'ly 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 Anmex-A & A-l. 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 ie.
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
ag prior year adjustment. Therefore, in line with section 31(3)(a) which states thait; tariffs should
allow licensee the recovery of any and all costs prudently incurred to meet the demonstrated
needs of their customers, it would be appropriate to charge the tariff with effect from 1=
Ianuary for the relevant yéar. The Authonty thus, agrees with the request of the MoE (PD) to
apply the tariff w.e.f. 01.01.2026.
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[ Dectsion of the Authority regarding motion filed by Federal Government under
el Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEFRA (Tariff standsrds
Cogmn et and procedure) Rules, 1998 with respect to recommandation of Consumer end tzriff

The Federal Government while notifying the instant decision, shall also notify the individual
declslons of the Authority issued in the matter of each XWDISCO ulong-with decision of

Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01.2026.
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Regular - 1,250 2558 42,51 2334 4141 2282 Fa g 22687 16,95 a2s s4T 1353 . 28.10
Time af Usa {TCU) - Poak - - 3,02 B0l 318 52.50 .54 M. M.2e 28.42 9.3 48.27 2897 32,54
Time of Usg {TOU) - Oif-Prak - 1.25¢ 20.12 43.02 2370 A4.80 23.6% .77 2.3 20.52 A48 4137 19,07 2430,
Tompamry Supply 5,000 | - 3704 517 3438 58.78 .30 .05 33.59 29.54 4591 57,03 R0.59 : 343.2
[Ereniz Vaticl Chargng Stallen (EVCS) . - 34,83 52.14 35.25 5212 13.07 1435 24,88 57,87 41.21 52,49 27,28 31,08
Tolal Commaerclat A
|@enaral Borvicas-Aa | [ seeo] . | 3522 &TW]  anda] 4900  atA7|  a7i|  2ea6] 2385 |  aed4 |  4em] EZRE 31,85 |
Industdal : ]
B1 1,000 - 4182 40,91 30,88 ssa7 34,51 20.54 29.40 .43 FAL) Ha 3501 .88
B1 Paak 1000 - 484 43.44 E=1 1] SI!\.?S .55 a9 aros 33.43 550 19,43 .43 A
| piOwpeak . - WA0 3830 2857 5150 A 2724 2703 2234 30dd 10,99 Saak 2989
02 - 1,250 40.21 3883 2035 5412 3505 W 25,40 2880 0.8 RIE E] a8 -r ]
B2 TOU {Pock) - - 1464 4782 R san 030 W88 .76 a2 L e ] J0.40 64 .35
B2 = TOU {Olf-poak) - 1,250 35.0) 24 2483 49.48 2939 2080 20.17 2380 2807 9.5 Ak Hn
B3-TOU (Pent) - - - . LLEL] 30.97 sn.re 384 A1.08 0.4 EIR L] 5.8 16,58 © ArAe 3408
£3 - TOU {O/)-poak) - 1,250 .10 20.53 1937 44,13 2400 1541 18,04 16.09 29,53 2165 2. 10,62
B4 -TOU [Pask} - - - 44,70 43,09 3ot L1821 RUR- o7 M0 3203 .03 35,50 ol .““"?
., B4-TOU [Oil-peak) ’ - 1259 484 ny 2. {800 28,53 2.2 2047 2527 24.17 % 2a.4% 2330
Tamposory Supply - - 5,000 - 45.56 4814 3,33 B2.83 40,42 3223 a1.58 3248 A748 41.59 38,98 3409
Yota} bnduatdal ' o
SingTa Paint Sugply .
CH{a) Supply sl 400 Vollw-oss than 5 KW 2,000 - 293 51.3% 3017 §1.54 3204 3067 80 22.94 40.83 A7.74 25,28 3_1” ]
Ci{b) Supply al 400 Valls-oxcaeding § KW - 1,250 1842 Ryt ] 1zr a0.04 18,55 1718 1741 1343 2742 | 1287 ??;é
Tinto &f Vao (JOU) - Fosk - - 30.82 1928 28,00 49,18 3002 2654 2059 26,70 Je.a7 45,28 24,27 “3423
‘Thme of Usa (TOW) - O-Poak - 1,250 Az 2.9 21.65 43.03 21587 F-R 1] T 2045 azs2 ELE ] 17.92 2824
€2 Supply ml 1RV - 1.250 2012 38.50 18,10 38,13 160.28 1107 16.20 814 2413 3108 13.57 2638
Tima of Usa (TOA - Paak - - 3312 211 .42 5203 3359 NN a4 2943 .12 4823 24,57 ' 3d.3
Tme of Vad {TOAS - ON-Poak - 1,250 1134 354 15,16 35,95 1142 15.42 1582 13,64 2515 ErR )] 11.a7 ALE ]
C3 Supply abova 11 kv - 1,250 2421 45.20 25.02 45.52 nas asa 24,08 23.68 3441 41.72 .50 36,87
Tme of ¥se (TOU) - Poak - - R FAL) -4 3555 5526 34,99 3855 5.5 T2 A4.84 B1.43 .9 3505
Tima of Use (TOL) - ON-Peak - 4,250 20,20 41,33 2337 43.59 25.32 23.87 24,13 22,04 32454 M. 181 2348
Total 3ingle Aaint Supply
Ag Tubc-wells - Tarilt O
Boarp - - 251 4230 .02 43,51 2263 2294 21.34 19.52 bR Rt 25,84 1808 a2
Tima af Usa {TQU) - Poak - - 2.7 3804 19.87 40,40 12.89 w010 18.00 16,54 a0 0,74 1507 3485
Tima of Uta {(VOU]} - Ofl-Paak. - 400 .00 e 11.m a2 17.64 17.93 15.81 1438 2842 My 290 EIR1]
Apreuitval Tube-walls - 400 Y280 L2 1) W48 M2 .15 3047 28,79 2713 41,03 4T.87 2585 M.18
Time of Use (TOL) - Posk - - 33.59 £3.53 3429 5461 3386 34.28 2.4 1089 4.1 1.5 29.43 H.ae
Timo of Use (TOL) - GfF-Peak - 406 20.55 1817 2571 §c.18 29.19 24.10 26.49 20.53 WM 4585 24.89 ~ 2005
Tatal Ag I N
Publle Lighiing - Tadil @ 2,000 - 0.1 A1.04 21.58 1833 27,18 2177 rE | 24.08 3773 45.30 2234
Rosidenllol Colantas 2,000 - 25.07 £2.4T 291 4307 352 241 2313 10.44 3307 40.73 1A
Ratheray Traction 2,000 - - - - - 25.4% - 2804 - - - -
Tait ¥ - AJG - 1,250 - - 22.95 - - - - 2205 - - 18.55
Time of Uso {TOU) - Poak . - - . mn2e - - - - 2588 - - 2.0
Tima of Usa {TGU)] - Off-Peak . 1,250 . . .58 . . . . 21,18 . - 20.18
Tovill K «Rawal Lob 2,000 - - - - - - - - 20.25 - - -
Pro-gatd Supply Tadlt -
rraskdentlal 1,000 . 1052 5517 LA LS 59,56 arel 35.24 30.56 RLE 4780 58,70 3426 4085
1t ol - A2 . 1,250 3087 .19 an L7 AL AT 234 1At 24.50 aras 48.53 2254 20.68
(@oneral Sorvicos - Al 3619 55,15 313,70 5736 3292 7 249 20.10 45,11 S4.07 2100 LLS-)
induslifal 10,19 1.00 2649 55.88 4.8 24.81 20 28.32 3170 wor 0.2 29.00
Singto Polal Bupply 2510 4883 21.08 4819 24.53 25.29 25.92 2343 a2 42,68 15.48 27.94
Agriculturg Tubg-wellt - Taritf D 3325 50,24 20 2809 3448 35.H1 32,10 2828 4197 4954 9.2 .04
MU\D* X q oy
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Annex-C

( GoP Applicable Schedule of Tariff for K-Electrlc Consumers |
----- ~— GoP Applicable Uniform ---w-==nn---
Fixed Charges| Fixed Gharges | Variable Gharges
(Rs/Con/M) | (Rs/KW/M) (Rs./KWh)
A-1 General Supply Taziff - Residential
Upto 50 Units {Lifeline) - - 3.95
50-100 Units {Lifeline) - - 7.74
1-100 units (Protected) - - 1054
101-200 units {Protected) - - 13.01
1-100 units - - 22.44
107-200 undts - - 2891
201-300 units - - 33.10
301-400 units 200 - 37.99
401-500 units 400 - 40.20
501~600 units 600 - 41.62
601-700 units 800 - 4176
Above 700 units 1,000 - 47,69
| Time of Use :
Peak 1,000 - 46,85
Off-Peak W - 40.53
E-1 {i) Temporary Residential 2,000 - 57.94
A-2 General Supply Tariff - Commercial
For sanctioned load less than SkW 1,000 - 37.44
For sanctioned load 3kW & Above - 1,250 39.76
Peak - - - 43.82
Off-Peak - 1,250 35.15
E-1 (ii) Temporary Commercial 5,000 - 53.44
Electric Vehicle Charging Station (EVCS) - - 23.57
[A3 General Services | 1,000 | - 42.48 |
B - Industrial Supply Tariff
" |B-1 less than SkW / 25 KW {at 400/230 volts) 1,000 - 30.80
Peak 1,000 - 35.74
Off-Peak - - 30.05
B-2 5-500 W / 25-500 k¥W (at 400 volus} - 1,250 30.73
. Peak - - 36.68
** Off-Peak - s - 1,250 27.41
B-3 for all Joads upto S00kW {at 11, 33kV) - 1,250 31.00
Pesk - - 35.68
 Off-Peak - 1,250 28.24
B~4 for all loads (ar 66KV, 132kV and alove) - 1,250 3043
Peak - - 36.68
Off-Peak - 1,250 27.96
B-5 for all loads {at 220kV & above)’
Pezk - - ' 36.68
- Qff-Peak - 1,250 27.13
E-2 {i} Temporary Industrial 5,000 - 42,25



Annex-C

[_ GoP Applicable Schedule of Fariff for K-Electric Consumers ]
mmmmm GoP Applicable Uniform ----em=nen—
Fixad Charges| Fived Charges | Varizhle Charges
i «.:’%T?@ (Rs/Cen/M) | (Rs/KW/M) (Rs./kWh}
LR,

G - Bulk Supply Tariff

G-1 For supply ar 400/230 Volts
a) Sanctioned load less chan 5kW 2,000 - 43.39
b) Sanctioned Joad SkKW and upto 500kW - 1,250 40,63
Peak - - 4631 |
Off-Peak - 1,250 37,54

C-2 For supply ar 11,33kV upto and mc]udmg SOOOkW - 1,250 40.57
Peak - - 46,31
Off-Peak - 1,250 3503

C-3 For supply at 132 kV and above upto and including 5000kW - 1,250 40,77
Peak - - 45.31
Off-Peak - 1,250 35.76

E-2 {{i) Temporary Butk Supply
{a) at 400Volts 5,000 - 45.06
{b} ax 11kV 5.000 - 4606

D - Agrieulture Teriff -

D-1 For: all loads - 400 28.90

D-2 For all loads - Time of Use ' :
Peak - - 29.54
OﬂLPeak = 400 28.69

e -gub-~total -

G- Pl.lb].ic I.lﬁtlng .

[sm Llshtins b 2,000 { -] 4291 |

H— Restdenﬂal C.olonles -

|Residencth Colonies attached to Industrial Premises 1 2,000 | - | 4210 |

Note: ”he uniform GoP applicable rate for prepald metering category mentioned in Annex-A-1 would alkso be apphcable to K-

e

*Blectric plepaid consumers.




National Electric Power Regulatory Authority
Islamic Republic of Pakistan
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NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad.
R ' Tel: +92-51-9206500, Fax: +92-51-2600026
Reglstr ar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/TRE-636/HAZECO/Distribution/TRF/2025/ 3%{9 ﬂ??— January 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION

FILED BY HAZARA ELECTRIC SUPPLY COMPANY LIMITED (HAZECQ)

FOR DETERMINATION OF DISTRIBUTION TARIEF FOR THE FY 2025-26

Please find enclosed herewith the subject Determination of the Authority (total 32 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,
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.

Enclosure: As above
O SKucw

{(Wasim Anwar Bhinder)

Secretary,

Ministry of Energy (Power Division),
‘A’ Block, Pak Secretariat,
Islamabad

Copy fo:

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

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

3. Secretary, Energy and Power Department, Government of Khyber Pakhtunkhwa, 1* Floor, A-Block, Abdui
Wali Khan Multiplex, Civil Secretariat, Peshawar

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

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

6. Chief Executive Officer, Hazara Electric Supply Company (HAZECQO), 426/A, PMA Link Road, Jinnahabad
Abbottabad

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

Road, Sector H-8/1, Islamabad
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Nutional Electric Power Regulatory Authority
(NEPRA)

PETITION NO: NEPRA/TRT-636/HAZECO/Distribution/TR¥/2025

DETERMINATION OF DISTRIBUTION OF FOWER TARIFF PETTTION
FOR
HAZARA ELECTRIC SUPPLY COMPANY LIMITED (HAZECO)
FOR THE FY 2025-26 UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Yslamabad
CSarvacy T
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Determination of the Authority in the matter of Tariff Petition

}é“mj’l} OF EHEAZECO for Distribution of Power Tariff for the FY 2025-26
G208
Abbreviations
The surnmation of the capacity cost in respect of all CpGencos for a billing period

CpGenCap 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 Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Common Delivery Point

COSsS Cost of Service Study

CPPA (G) Central Power Purchasing Agency Guarantee Limited
CTBCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress '

CY Calander Year (Jan. to Dec.)

DIIP Distribution Company Integrated Investinent Plan
DISCO Distribution Company :

DM Distribution Margin

DOP Distribution of Power

ELR Energy Loss Reduction

BRC Energy Regulatory Commission

ERP Enterprise resource planning

TCA Fuel Charges Adjustment

FY Financial Year

GIS” Geographical Information System

GOP Govermment of Pakistan

GWh - Giga Watt Hours

HAZECO Hazara Electric Supply Company Limited

HHU Hand Held Unit .~

HT/LT High Tension/Low Tension

Isp High Speed Diesel

IGTDP Integrated Generation Transmission and Distxibution Plan
IESCO Islamabad Electric Supply Company Limited

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Steck Exchange

KV Kilo Velt

KW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU One million British Thermal Units

2|Page




Dy Determinntion of the Authority in the rmatter of Tariff Fetition

{%{é of HAZECC for Distribution of Power Tarif¥ for the FY 2025-26
MoWP Ministry of Water and Power

MVA Mega Volt Amp

MW Mega Watt

NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre

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

OGRA. Oil and Gas Regulatory Authority

PESCO Peshawar Electric Supply Company Limited
PDEIP .| Power Distribution Enhancement Investment Program
PDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PrP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE - Rural Electrification

RFO" Residual Fuet Oil _

RLNG | Re-gasified Liquefied Natural Gas

Rol Return on Equity

'RORB Return on Rate Base

ROR - Rate of Retwrn’

SBR" ' | State Bank of Pakistan

SOT Schedule of Tariff

5TG Secondary Transmission Grid

SYT Single Yeax Tariff '

T&D Transmission and Distribution

TFG Term Finance Certificate

TOU | Time of Use

TOR | Texm of Reference

TPM | Transfer Price Mechanism

USCF | The fixed charge part of the Use of System Charges in Rs./KW/Month
UOSC | Use of System Charges ' B ‘
WACC | Weighted average cost of capital _
WAPDA Water and Power Development Authotity
XWDISCO | Ex-WAPDA Distribution Company -

J|Page




v Determination of the Authority in the matter of Tariff Petition
% of HAZECO for Distribution of Power TurdfF for the FY 2025-26

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
HAZECO ELECTRIC SUPPLY COMPANY LIMITED (HAZECO) FOR DETERMINATION
OF DISTRIBUTION TARIFF FOR THE FY 2025-26

PETITION NO: NEPRA/TRF-636/HAZECO/Distribution TRF/2025

PETTTIONER
Hazara Electric Supply Company Limited (HAZECO), WAPDA Computer Center, Abbotabad.

INTERVENER .
N©

COMMENTATOR -

Nil

REPRESENTA.TION

HAZECO was represented by its Chief Executive Officer along-with his technical and financial

téasis.

T ey

4{Page



Dotermingtion of the Authority in the matter of Teriff Petition

u
{@3 of HAZECO for Disribution of Power Torifffor the FY 2025-26

1.

1.1.

1.2,

1.3.

22,

5[Page

Background

The Authority issued Distribution and Supplier of Last Resort (SoLR) Licenses to Hazara
Electric Supply Company (HAZECO) vide decisions dated 23.05.2025. The Petitioner was
thus required to file its tariff Petitions for both the Distribution and Supply functions, in

" line-with the NEPRA Guidelines for determination of Consumer End tariff (Methodology

and Process) 2015, along-with its distribution investments plan and assessment of T&D
losses, The Authority accordingly vide letter dated 23.05.2025, directed HAZECO to
immediately file the Multi-Year Petitions for determination of taxiff for the Distribution and
Supply businesses and to also file interim tariff petitions for its Distribution and Supply

* business for the FY 2025-26, as the Tariff for the FY 2025-26 is required to be implemented

w.ef. 01.07.2025.

Pursusipt'ﬂ-lereto. the Petitioner filed its tariff petitions along-with application for grant of
interim tariff for the FY 2025-26, vide letter dated 04.06.2025, The Authority admitted the
tariff petitions fited by BAZECO and also ‘while acceding to. the request of the Petitioner,
allowed an interim tariff for the FY 2025-26 vide declsmn dated 23.06.2025, after following

the dile process of law,

The Petitioner, inter alia, requested the following costs for its D;stnbuuon of power function
for the FY 2025-26;

R D e Ot v H A4S ’am; [t G TR E2 025576)
Power: Pmchases GWh 2,722 . .
T&D Losses © . . |% - -15.39% Coy
Units Lost GWh 419
Unist 1o ba sold GWh 2,303
Margin . . ]
Salaries and benefits _{Rs. Min 4,583
Repair and Maintenance Rs. Mln 229 .
Travelling expenzes "~ Rs. Mln 51
Vehicle expenses + Rs. Mn 122
Other expnese . Rs. Min 68
Toral Q&M Costs ' Rs. Min 5,053
Depreciation Rs. Min 748
Rezlirn oa Rare Base - '- ..° " {Rs.-Min 2,423
Gross Distribution Margio Rs: Mln 8,224
Less: Orler Income Rs. Ml -378
Net Distribution Margia Rs, Min 7.846 -
Requested Tarilf Rs./KWh 3.41
Proceedingg

In term's of Ruie 4 of the Rules, the Petition was admltted by the Authority. Since the impact
of any such costs has to-be made part of the consumer end taxiff, therefore, the Authority,
iri order to provide an opportunity of hearing to all the concerned parties and to meet the
ends of natural justice, decided to conduct a-hearing in the matter.

Hearing in the matter was scheduled on November 06, 2025, for which notice of admission
/ hearing along—thh the title and brief description of the petition was published in the
newspapers and also uploaded on NEPRA website; Individual notices were also issued to
stakeholders/ interested partigs.




Determination of the Authority in the matter of Tariff Peation

Lo
%_:H Eﬂﬁ;f% of HAZECO for Distribugion of Power Tariff for the F¥ 2025-26

4.2,

4.3,

52.

5.3.

6jPuge

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 as oral evidence and

arguments‘,
i. Whether the projected power Purchases and sales are justified?
ii. Whether the requested O&M cost for FY 2025-26, is justified and what are the basis
for such projections?
ifi, Whether the requested new hiring is ]ustl.ﬁed and what are basis for new hiring?

iv. Whether the requested amount for FY 2025-26 under heads of Other Income,
Deprecations and RORDB based on WACC of 17.05% s justified?

v. Whether the concerns raised by the intervener/ commentator if any are ]ust].ﬁed?

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

Filing Of Objections/ Comments

Comments/replies and ﬁling of Intervention Request {IR), if any, were desired from the
interested person/ party within 7 days of the publication of notice of admission-in terms of
Rule 6, 7 & 8 of the Rules. In response 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 tunder: :

mhe;her the proj _g_ed_pgﬂ r Purchases and sales are ]u_s;ﬁgdl

The Petluoner. during the hearing submitted f'ollovm.ng historical trend of its purchases/
sales;

Year Units Purchased | Units Sold

_ o {MkWh) {MkWh)
2003-24 . .. | . 2,517 2,121

. |2024-25 2,646 2,233
2024-25 (July-Sept) ' 788 643

202526 {Jul -Sept) 836 708

The Petitioner éubrﬁnted that based on the f’oreca‘st analysis as well as the historic trend,
units pro;ected sale for IY 2025-26 is 2,303 MIWh for 805,584 consumers & a growth of
about 2 to 3% is considered owing to increase in'the demand

'Ihe Authonty' nated that PPP is the major component of consmner-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
deécision, therefore, for the purpose of instant decision, the power purchases (GWhs) of the
Petitioner as per the separate PPP decision, have been taken into account.
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6. Whether the requested/projected Q&M cost is justified and what _are the basis for such
projections?
7.  Whether the requested new hiring is justified and what are busis for new hixing?

7.1. The Petitioner submitted that its Revenue Requirement for Distribution of Electricity has
two components i.e, Distribution Margin and Financial Charges. The Distribution Margin
of Distribution (Non-Sale Elements) comprises of Actual salaries and wages of GSO Circle,
PD GSC and PD C&Q, XEN Operations etc. since these circles /directorates are responsible
for construction, rehabilitation, augmentation and similar activities involved in Distribution
(Non-Sale Elements) for providing electrieity to the end consumers, The Petitioner made
the following submissions in this regard:

v The XEN offices comprise of technical as well as administrative staff, the salaries of
technical officer and officials such as XEN, SDO, line man, assistant line man, line
supervisor etc. have been allocated to Distribution (Non-Sale Elements) on actual basis
except for meter reader, bill distributer and meter reader supervisor, as the same has been
allocated to Power Supply (Sale of Electric Power) as their job description relates to
billing and recovery,

v" Moreover, the expenditure of HQ, and other offices has been allecated on the most

suitable basis to Distribution (Non-Sale Elements) or Power Supply (Sale of Electric
-Power}. Disuibution Margin is calculated in the light of NEPRA Guidelines for
Determination of Consumer End Tariff (Methodology and Process), 2015 and is equally
important as HAZECO must earn sufficient distribution margin and adequate stream of
cash flow to maintain its system, discharge its financial commitments, invest to expand
and maintain the network and to provide a reasonable return to the sponsors on their
investment, - ' S '

v The. sum of O&M Cost, Depreciaion and RORB minus Other Income results in
HAZECO's Distribution Margin, dividing this by the total units sold yields the average
Distribution Margin per kwh. The bifurcated DM of HAZECO for Distribution Licensee
for FY 2023-2024 was Rs.3.12/kWh and the DM for FY 2025-26 is projected Rs.3.41/kwh.
08M expenses include Salaries & Wages, Repair & Maintenance, Travelling, Vehicle
Running and Other Expenses, Based on the impact of increase in inflation, salaries and
other allowances, the Audited O&M Expense for Distribution (Non-Sale Elements) ¥Y
2023-24 are Rs.4,127 million and the projections for FY 2024-25 & 2025-26 are as per

detail below:
. Distribution of Power Business
Description 2023-24 202425 2025+24
Audited Prov, Projs

Salaries and Benefits IBH[ | 4047 4,583
{Repair and Mahbenznce | 183 208 9.
Travelng Expenses’ . R ] I 4 " 51
Vehicle Expenses - © 57 85| - 122
Cther Expenses -~ © 30 S ) 68

Grand:Total - |~ 4,120 4443]  s5.08)
#Increasel{Decrease) 8% 14%
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v The Average O&M Expense (Rs./kWh) for FY 2025-26 is assessed as under:

- Ristribution of Power Business
Deseription 2023.24 2024-25 2025-26
Audited Prov, Pro).
‘{Satarfes and Benefits [.80 |.8! 1.99
Repalr and Mantenance 0,09 0.09 0.10
Traveling Expenses 0.02 .02 .02
Yehicle Expenses 0.03 0.04 0.05
Other Expenses ) 0ol |, ¢.03 0.03]
Grand-Total | 1.95 1.99 AL
%Increasef(becrease) 2% 0%

v’ Salaries & Wages including emp]oyée'é retirement benefits is the major component of
Q&M expense. The following additional increases are also made by GoP in its annual
budget for FY 2024-25 along with various other impacts:

Increase in Pay & Allowances announced for FY 2025-26;
i Expect'éd increase in salaries (15%). :
if, Impact of Additional recruitment.
iif, "The cost of new hiring has been claimed as an additional requirement for the
. newly established HAZECO. In the absénce of adequate staff hiring, the company
will not be able to operationalize its functions effectively.
. iv. Employees Retirement Benefits have been based on the average of annual increase
. in the last two years audited figures,

v Keeping in view the above increases, the Salaries and Wages are based on the Bifurcated
Audited Financial Statement of FIAZECO for FY 2023-24 and Provisional figure for FY
2024 25 and pro;ected for °Y 2025-26 are as under:

Min. Rs.
. Description 202324 | 202425 ) 202526
_ | Audited Prov, Pro).
Pay & Altowances 5,770 6,122 6,933

New .Rgcr_gjgg ent: )

Description FY 3024

Prov,

Mow Hirlng {Mos) _
Cos:(M!n Rs)" © 419

v The requirement for a Single Year Tariff (SYT) has been presented in the proposal based
on a rational and data-driven approach. The consumer base growth has been assessed by
comparing the number of consumers in January 2024 and January 2025, and the increase

. . A.\Qﬂh A
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has been duly quantified, In addition, the projected retirements during FY 2025~26 have
been factored in, and based on rthis analysis, the need for new hixing of qual.lﬁed
professionals and essential staff has been deteymined to ensure operational readiness and
regulatory compliance.

v It is important to highlight that the projected human resource requixements presented
herein are based on reasonable assumptions and operational forecasts, which may be
revised as per ground realities during the course of implementation. Accordingly, the
number and categories of staff may change depending on actual functional needs and
regulatory considerations. Furthermore, the recruitment process at HAZECO will be
carried out in accordance with the approved organogram and will also consider the
manpower being transferred from PESCO under the bifurcation .scheme. All
recruitments will be undertaken inline W’lt‘]’l government policy guidelines and approvals
from the competent forums.

v However, the then PEPCO has devolved all the matters regardmg HR aifalrs of DISCOs
being processed by the then PEPCO to DISCOs vide letter No. GMEHR#5778-5810, dated
14.01.2021 conveying that respective BoDs should exercise the powers of the MD PEPCO
which will bring an opportunity for the Company to préceed for HR requirements
through its Bol) agamst critical requlrements as and when considered necessary or
unavoidable, '

v HMECO is currently wong on strength of 1 731 employees appro:omately out of
which 58 are officers of different grades, The shortage of the staff is the main cause of
losses and system constraints being faced by HAZECO at present. -

v" The O8M expenses are one of the major unknowns for XWDISCOs in Pakistan due to
many uncontrollable factors such as statutory implications arising out of increase in
salaries {as announced by the Federal Government), increase in certain expenses dize to
growth in consumer base, this ineludes increase in maintenance expenses, meter reading
expenses, whereas other expenses.are directly linked to the rate of petroleum. The
employees' cost includes costs related to-salaries and benefits of all staff (administrative,
operational and security). To ensure an efficient, coordinated, economical distribution
system and to build, maintain and operate the system more systematically, it will be
employing a highly skilled 4nd technically proficient team to manage all aspects of the
distribution of power to ensure that all key commerma] interests of all stakeholders are
maintained, protected and | prioritized.

v The O&M cost needs to be bifurcated into controllable and. uncontrollable cost
components and the "Uncontrollable costs' are requested to be trued-up at the end of
every year and the 'Controllable costs' should be indexed every year with CPI change
less agreed el’ﬁclency factor, ad]ustable in last two years, to pass on the benefit of system
efficiency to the consumers.

Contrgliable Cosjg;

v The controllable O&M costs are projected by assummg an. ifflation rate of 10%, The
controllable cost during FY 2025-26 will also increase due to new projects (as envisaged
in DM) and accordingly this new addition in per unit base cost of controllable component
may be allowed in the related year in which project is plannecl to be completed and
indexed subsequently as part of controllable cost component, q‘ M}

9|Page
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Unicontzollable Cost:

v With regards to uncontrollable cost different growth rates are projected for different cost
streams based on management expetience. Uncontrollable cost factors could be affected
by growth in employee benefits, consumer growth rates and growth in regulatory fee etc.
The uncontrollable cost will also increase due to new projects (as envisaged in DIIP) and
accordingly projected cost includes impact of new projects,

v" The detail of controllable and uncontrollable costs is as under;

Controllable Costs Unceontrollable Costs
Travelling Expepses Pay and Allowances — Existing
Office Supphes & Store hand]mg Rent, Rate & Taxes
Vehicle Expenses Injuries & Damages

" |Powaer, Light & Water Collection Expenses
Commuunication & Postage Lepal Charpes
Advertising & Pablicily Management Fee
Subscription & Peripdicaly Audit Charges

- |Mise: Expenses

*{Bank Charges -
Insurance Promium

) Ad;ustment e gams_m_;
v The following adjustment mechanism is proposed:.
_ a’ The baseyear I‘Y 2024-25 does nét'reﬂect the trize cost and accordingly factor “N”
T mcluded fo account for Lhe new tecru.n:ments
.b. Ad]ustmem in Salary & Pension (mcludmg pensmn part of post-retirement
‘benefit) may be lmked wir.h the Increase announced by GoP in Annual Budget on
- acmal basis. _ _
¢, 5% increase on account of Anmual Increment may be allowed.
d. The remalning allowances / benefits may be adjusted on the basis of CPI for
- controllable costs and on the basis of actual in case of uncontrollable costs.

. e An additdonal variasble “N” may be included to account for the New Hiring
{excluding outsourcing of Sexrvices like Bill Distributor, Drivers etc.} against vacant
positions and the.same may be indexed as proposed above.

[. The O&M part of Distribution Margin shall be indexed with CPI (component
wise), \ : -
v Accordingly, the O&M will be indexed for next year accord.mg to the following formula;

0&Mp,, = | o&MRG, X (1 + (ACPI—X))] + O&%Mpopar + N

Where:
O&M (Re v) is Revised O&M Expense for the Current Year

O8M (Ref) is Reference ORM. Lxpense for the Reference Year W]uc:h s concroﬂabie cost
0&M (AcmaD Is Actual O&ME’Apense for the Current Year and is uncon &oﬂab]e cost

10|Page
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*ACPl /s Change in Consumer Price Index published by Pakistan Bureau of Statistics
Iatest avatlable on 1% July against the CPI as on I* July of the Reference Year in terms of
percentage (excluding pay & allowances and pension)

X s Efficiency factor and may be allowed to the extent that the actual expenses are less
than the determined instead of 30%, which is on a very higher side as GFI is ot a true
reflection of DISCOs expenses

N s New Hiring (excluding outsourcing of Services Iike Bill Distributor, Drivers etc),
including indexation of controllable and un-con troﬂab!e costs to account for the
expenditure that Js not in the Base Cost :

* Note: Change in CPI may be used component wise instead of genera! NCFI, eg, for
vehicle expenses, NCHI :ma'er transport category should be used or it should be linked
with FSO prices. :

Repair & Maintenance;

v’ Repair and Maintenance experises have been assumed at around 2% of the net Fixed
Assets in operaton. HAZECO has to maintain its 0ld and over loaded system in order’to
ensure un-intetrupted power supply to the consumers, moreover cost of material has also
increased due to inflationary pressure, Therefore, Repair & Maintenance expenditure has
been projected for Distribution (Non-Sale Elements).as Rs.229 iillion for FY 2025-26.

v' The répair & maintenance cost shall enable the company to ensure smooth and efficient
fiinctioning of the transmission and distribution system in operation. Moreover, it shall
contribute to the benefit of the consumers at large by reducing power outages, system
breakdowns and better service quality.in addition to contribution in reduction of the
T&D Losses. Foregoing in view, NEPRA is requested to allow full amount of the repair
& maintenance projected for FY 2025-26. The repair and maintenance are mainly for
standalone items necessary for keeping the system in operat:on with no additional
beneﬁts

v ’I‘he prOJected Repmr & Maintenance for Dlsmbutlon of Power Busmess for.FY 2025-26
is assunder: S )

Mln. Rs.

Dlstrlhutlon of Power Business

' . 200324 | 2024.25 | 202526
+ . Description, | — g
Audited Frov, Froj.
Repair And Malntenance 189 208 09
%[ncrease}{oe:rease} ' ' 10% 10%

v 'I‘he average Repalr & Ma.mtenance expense (Rs fI{wh) for Y .'2025—26 is assessed as

undt_ar:-
Distribution of Power Business .
. 2023-24 2024-25 | 2025-26
Dascription
Audited Prov. .Pral.
Répalr And Matneenance 0.0% 0.09 [ 0,10
%ln:masc)‘(Dncrcasc) : ’ 5% 7%

v Adjustment in Repm.r & Maintenance may be linked with the percentage of Fixed Assets
(1 e. 2% of the net Tixed Assets) in op eratlon

11|Pagc
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Travelling expenses:

v Travelling Expenses for Distribution (Non—Sale Elements) have been projected. Rs 51
Million FY 2025-26, respectively.

Rs. in Million

Disteibution of Power Business

Dascription 202324 2024-25 2025-26
Audited Prov. Pro).
Travelling Expense k1 41 5l
%increase/{Pecreasc) .26%,

v" The Average Travelling Expense (Rs. /kWh) for FY 2025-26 is assessed as under:

Dlstrlbution of Power Business

N 2023-24 202425 | 2025-26
Description
Aundired Prov. Pra.
Travelling Expense 0.02 0.02 0.02
Kincrease/{Dacroase) 7%

v Adjustment inTravelling Expenses may be linked with the CPL

ygb_l_.cle—rugmngﬂpenses

v Vehicle Running Expenses for Dlsmbutlon (\Ion—Sale Elements) were Rs, 57 million for
. the FY 2023-24 and pro;ected for FY 2025- 26 as Rs. 122 million.

Rs, in Million

D:iét;'ibuti'on of Power Businéss .

oo 2023-24 | 2024-25 -| 2025-26
Description
' Avdited Prov, © Pra}.
Vehicle Expense . 57 g5 12z
Hncreasel{Deocrease) : ' : 42%)

v The Aﬁera’geI Vehicle Expense (Rs./kWh) for FY 2025-26 is assessed as under:

Distribution of Power Business

) . 2023-24 2024-25 | 2025.26
. Description - — 3 :
Audited Prov. Prol.
Vehicls Expense 0.03] - 004" 0.05
%Fncrcnsm’(Dccrca.m) ! y 38%

v" Adjustment in Vehicle Runmng Expenses may be hnked with the CPL
Operat:mg EXPenses:

v Other Expenses mclude Rent, Rates and Taxs, Utlity expenses, communications, office
supplies, professional fees, auditor’s remuneration, outsourced semces. management
fees, elecmcu:y bill collecnon expenses etc. .
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Rs. in Million

Distrlbution of Pewer Business

e 2023-34 202425 | 2025-26
Deseription
Audited frov. Proj.
Other Expense a0 62 &8
$increasel{Decreasa) 0%

v The Average Other Expenses (Rs./kWh) for FY 2025 -26 is assessed as undex:

Distribution of Power Business

. 2023-24 3024-25 | 2025-26
Dascription
Audhed Prov. Pra).
Other Expense 0.01 0.03 0.03
%Increascf{Docrease) 7%
Adjustm anism:

v Adjustment in Other Operating Expenses may be linked with the CPL

7.2. 'The Petitioner presented the following head wise detail of the requested amounts and the
parameters for the proposed increase:

R in Millton
DESCRIPTION FY 2.024-25 I FY 2025-26 Differenco
Distribution Toriff Amount %

Solaries, Wager & other benefits 4,047 4,583 53& 13%
Ropolr & Malntenance . 3 208 222 21 10%
Traveliing Expenses 41 | 51 (o 25%
Vehldlo Running Exponses a5 122 a7 43%
Other Expenses - . 62 &8 & 0%
Total O&M Clost 4,413 5,052 &09 14%

- Salaries and other benefits: Increase is proposed based on GoP actual increase.
¥ 10% ARA, 30% DRA and ' '
v'. annual increments.
v" 10% increase in Pension
v Ystimated cost.of Rs.419 million for hiring against 163 positions of different cadres
duly approved by the BOD . ‘
. Repalr & Maintenance: The remmmng costs are proposed to be adjusted on the basis
of NGPI for controllable costs and on the bams of actual in case of uncontrollable costs.

' Travelhng Expenses Increase in line w1th mﬂatlon and as per NCPI and due to
" jhcrease in mumber of employees.
+ Vehicle Expense: Increase due to-the POL price and number of increase in vehicle
with new company.,
7.3. Regarding new hiring the Petitioner submitted that:

« HAZECO is éurrently working with strength of 1770 employees, out of which 53 are
officers of different grades, Total sanctioned stréngth of the company is 4534 cut of
which 183 are officers. There are 2764 vacant posts.

- Phe Petitioner was recently carved out from PESCO and some of the employees have
0pted to sLay with the parent company i.e. PESCO The new hiring is explicitly

3|Payge
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justified by a "severe shortage of resources” and the need to mitigare "losses and system
constraints and operations would be "unsustainable” without the required recrnitment.

+ The number of new hiring is projected based on two factors:

v" To fill the vacant posiions required to operate the company business which is
also primarily necessary to handle the market growth.

v" Subtracting the projected number of employee retirements.
+ The cost of this new hiring is not included in the regular salary budget, however, it is
claimed separately as an adjustment factor ‘N’ in the O&M formula. Estimated cost of
Rs.293 millien for hiring against 115 positions of different cadres duly apptoved by the
BOD. - : T ‘
7.4. The Authority observed that as per ‘section 31(3) of NEPRA Act, followihg 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 sexvices:

' (&) tarifls should allow licensees the recovery of any and all cost prudently incurred
lo meet the demonstrated needs of their customers Tardff”

v (B) tarifl3 should geheraﬂy be calculated by including a depreciation charge and a rate
. of return on the capital investment of each licensee commensturate to that earned by
other investments of comparable risk; :

v () tarifls should allow licerisees a rate of eturn which promotes contin wed reasonablé
mvesﬂnen: in equ.pmentmd facilities fbr fmpro Ved and efficient service;

' Y ‘(d) (anﬁ& sh ou.’d Include a mecbamsm to allo w licensees 2 benefit ffom and _peualﬂes
. for failure to achieve the efficiencies in the cost of providing -the service and the
guality of service;”

7.5.  Turther, as per NEPRA determination of Consumer-end-Tariff (Methadology & Process)
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under mulu—year tariff regime or annual
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 listorical 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

76. Hereitis also pertmont to mention that as per the approved tariff methodology the Power
Purchase’ Pnce is the only uncontrollable cost which is allowed a pass-through item. The
othet femaining costs ate to be treated as controllable costs.

7.7.  Considering the fact that the Petition:has been filed for one yeari.e. for the FY 2025-26,
the Authority has decided to consider the costs as per the Audlted/ provisional accounts
of the Petitioner for the FY 2024-25 as base year, . . _—

78. The Aurhonty conslders that for projections or assessment 'of OPEX 'costs, the two
commonly used approaohes are the Ex-Ante approach aid the Ex-Post approach Ina
rogunra. where the allowad OPEX 1s detennmed Ex—AnLe, there will inevitably be

CQ:M@
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deviations between the allowed and actual OPEX in the form of efficiency savings or
losses. Thus, resulting in two broad options, one ‘that the utility bears all savings or losses,

i.e. np action is taken by the Regulator, The 2 that the utility shaves 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 preater 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

.. ofCPletc.

79. Inview thereof, the head wise assessment of the Petitioner under each of the requested

casts is as discussed hexeu.nder

Sﬂm&ﬂgﬁw_im_umgyp_st;mm_mﬂw benefits)

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 O&M 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 Budgel; 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.

Considering the fact that the cost for the FY 2025-26 is being assessed, the Authority has
taken inio conszderatton the costs based on the bifurcated accounts of the Petitioner &
PESCO for the FY 2024-25, and information shared by the Petitioner subsequently in this
regard, . . : g ‘ - " . L,

The actual total cost as prowded by the Petitioner for the FY 2024-25, under Salaries &
Wages (including post-retirement benefits) is Rs.3,804 million. The said amoung¢ 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 j,e. ad-hoc relief allowance of 10%
and:DR allowance of 30%, along-with impacL of annual increment i.e. 5% have been
incorporated thereon.

Accordingly, the cost of Salaries & Wages (including post-retirement benefits), for both
the Distribution and Supply Functions works out as Rs.4,203 million. The same is hereby
allowed to the Petitioner for the FY 2025-26 for both its distribution and Supply functions.

Since the Auidited 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 Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits (including postretirement benefits) for
the FY 2025-26 pertaining to the distribution ﬁmctioh works out as Rs.2,694million. .

Considenng 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
Authonty has dec;ded to actualize the Pay & Allowanccs and other benefits cost of the
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Petitioner, based on its audited accounts for the relevant year for its existing employees.
The impact of any such ad;ustment would be allowed as part of PYA in the next tariff

determination.

Additional Recruitmment

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 recruitinent made till FY 2024-25 has already been accounted
for. For future recruitment, the Authority understands that allowing any cost upfront

- either on account of new hiring or outsourcing, would be unfair with the consumers,

without considering/ analyzing its benefits, The Authority understands that it willbe ina
better position to adjudicate on the issue, once the Petitioner provides details of actual cost
iricurred in this régard and substantiates the same with the quantified benefits acerued.
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 services actually outsourced 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. This addresses the concern of the Pent:oner regarding
inclusiori of an “N” factor. - :

Repa]r & antega;lg_e_ggm

Regarding Repatr and maintenance expenses, the Petiuoner has assumed the same at
around . 2% of. the, net Fixed Assets in operation. The Petitioner while justifying its
submissions stated that it has to maintain its old and over loaded system in order to ensure
un-interrupted power supply to the consumers, moreover cost of material has. alse
increased due to inflationary pressure. Aceordingly, the Petitioner projected repair &
maintenance-costs of Rs.229 million for Distribution Function for the FY 2025-26.

The Petitioner submitted that R&M cost shall enable the ¢ comparny to ensure smooth and
efficient functioning of the transmission and distribution system in operation. Moreover,
it shall contnbute_ 1o the benefit of the consumers at large by reducing power outages,
system breakdowns and better service quality in addition to contribution in reduction of
the T&1) Losses. The-Petitioner for the adjustment of above costs proposed that this may
be lmked with the percentage; of Fixed Assets (i.e. 2% of the net Fmed Assets) in operauon

The Authority has carefiilly examined the Petitioner's request of h.nkmg the R&M cost as
a.percentage of Net Fixed Assets (NFAs). The Authority, while going through the actual
expenditure incurred-by the Petitioner on account of R&M during the FY 2022-23 and FY
2023-24,.as ‘per the Audited accounts for these periods showing.bifurcation of costs
between -PESCO and HAZECO, observed that R8I costs works out as 1.03% and 1.38%
of the NFAs for the FY 2022-23 & FY 2023-24 respectively. Moreover, the Petitioner has
not promded any rationale or working to substantiate its request of setting R&M as 2% of
NFAs except that it has to maintain old and over loaded system in order to ensure un-
interrupted power supply to the consumers, and that cost of material has also increased
due to inflationary, pressure, ' '

No doubt that the adherence to service standards and. nnprovement of customer services
is only possible through continuous repair and rpat of dlstnbutmn network,
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10.5.

10.6.

107.

11.
111

however, at the same time the Petitioner has also requested for huge CAPEX of around
Rs.5,365 million for making additional investment in Fixed Assets, resulting in new,
expenisive and efficient equipment, leading to overall- reduction in 'R&M cost and
increasing the total Assets base, Thus, the Petitioner's idea if adopted would result in
undue benefit to the Petitioner in the long run, In addition to aforementioned discussion,
the Petitioner's request of annual adjustment in this regerd is against the very sprit of
multiyear tariff regime,

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs,172 million under R&M head for both the

* Distribution and Supply functions, for the FY 2025-26 after in¢orporating the infladonary

impact on the R&M cost as per the data/ information provided by the Petitioner for the
FY 2024-25 and keeping in view the bifurcated accounts of the Petitioner, for the FY 2024~
25, prow.ded by PESCO: The same is here’by allowed to the Petitioner for Lhe FY 2025-26
for both its distributioh and Supply I‘uncuons

Since the Audited accounts of the Pentmner, da not provide bifurcation of the R&M costs
in terms of Distribution and Supply Functions, therefore, for the purpose of allocation of
total cost of R&M costs in terms of Distribudon and Supply Functions, the criteria as
adopted by the Petitioner has been used. Accordingly, the cost of R&M for the FY 2025~
26 per\:enmn g to the distribution function ‘works out as Rs.110 million.

The DISCOs are also chrected to provu:le a certification from its Auditors that Repalr a.nd
Maintenange expenditure does not include any CAPEX nature jtem, 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 to revise the R8&uM assessment of the
Petitioner, based en such dlsclosure/ceruﬁcatlon -

MQ ExPEnses
Other O&M expenses include Travelling costs, Vehicle Mamtenance and other expenses

~ ie. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collecnon

11.2.

11.3,

17(Pa

Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Qutside
Service Employed, Management Fees, NEPRA License Fees, Advertisement & Publicity,
Subscnpuons & Periodicals, Representation & Entertalmnent Insurance, Bank Charges,
and other mlscellaneous expense.

’I‘he Petmoner pro]ecl:ed its Other O8M. costs :ncludmg Travellmg, Veh.lcle Ma.‘l.ntenance
and other expenses as under, for its distribution functions for the FY 2025-26; |

' .Desérii:tion X3 2023549
. Rs, Min
Travelling Exvénses 51
Vehicle rudning Bxpénseés. 122
Other Bxpenses ' 68
Tatal ' 241

The Authority noted that as'per the approved taniff* methudology, all other operating
expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the
tariff control period. Here it is pertinent to mention that the Petitioner itself has requested

Q

D
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that other O%M expenses, may be linked with CPIL. Accordingly, for assessment of Other
Q&M costs for the FY 2025-26, the Authority, has decided to allow an amount of Rs.214
million under Other O&M expenses for both the Distribution and Supply functions, for
the Y 2025-26 after incorporating the inflationary impact on the Other O8M cost as per
the data/ information provided by the Petitioner for the FY 2024-25 and keeping in view
the bifurcated accounts of the Petitioner for the FY 2024-25, provided by PESCO. The
same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution and

Supply Functons,

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

115,  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
of total cost of other O8&M costs in texms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the distribution function works out as Rs.137 million.

116, In case thé Petitioner’s actual O&M cost for the FY 2025-26, once its audited accounts for
the said year area available, 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.

EPMC Fee

117, Here it is pertment to mentmn that some DISCOs durmg 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 Elecmmty
Plan (2023-2027), whereby it has beén designated as a “designated ennty 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: DISCOs, for the
sexvices 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
DISQOS

118, Tt has also been submitted that clause 34(f) of the IMF Country Report clearly
' acknowledges PPMC's role in supporting palicy, regulatory and tariff affaivs, sector
reforms, privatization, CD management and integrated | power : and energy planning,

11,9, 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 datect 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 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.

11.10. 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 t.'he actual costs incarred and the functions/
‘ " : Arodic?
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services performed as de:signated entity for DISCOs and others, duly substantiated with
documentary evidence and justifications.

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 decumentary
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 tariff methodology, Power Puxchase 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, ahnounced by the Federal Governinent 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-contrellable

cost for SWDISCOs as long as they remain in public sector.

Whether the requested amount for FY 2025-76 under heads of Other Income,
]lgprecaﬁnns and RORB based on WACC of 17.05% s jugtified? -

Depreciation

The Petitioner-has submitted that Depremaﬂon is calculated on the basis of the value of
existing Assets plus the additions in assets during the FY 2025-26. Actual depreciation for
'Y 2023-24 was Rs. 688 million. The assets are depreciated on straight line method as per
utility practice i.2, land at 0 %, buildings and civil worksat 2%, Plant and machinery at
3.5%, office eqhipinent and mobile plant 2t10% & other assets at10%. Based upon these
assumptions, figure for depreciation has been worked-as Rs. 748 million for FY 2025-26.

Based upon these éssulﬁpﬁoné, the figure for dei)recié'tion has been worked as under for
the distribution functions; . '

Mn. Rs, .-

Distribution of Power Business

. . 2023-24 2024-25 | 2025-24
Description
. . Audired Prov. . Pro]
Depreciation 488 719 748
%Increasef(Decrease) %

The A\;erage Depreciation Expense (Rs./kWh) for Y 2025-26 is assessed as under:

Dlstrlbutlon of Power Busmess

-y . 2023-24 2024-25 | 2025-26
© Description
Audited Prov. Pro].
Depreciation 032{ .. 032 0.32
%increase/{Decrédase) : 1%

The Petitioner hag proposed that adjustment in Deprectauon Expenses may be linked with
the Gross Fixed Assets in operation, :
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12.5. The Authority noted that as per the Methodolegy, depreciation expense for the FY 2025-
26, will be determined by applying depreciation charge on the Gross Fixed Assets in
QOperation, including new investment.

12.6. 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 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. Min
Provisional Capex| HAZECO
FY 2025-26 5,364
FY 2026-27 5,364

12.7.  The Authority decided that the above approved Investments ave provisionally allowed for
purpase of tariff rebasing and does not include the cost for AMI, APMS, scanning meters,
Data Centers, ete., 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 the Petitioner.

12.8. Regarding the T&D Losses target, the Authority has decided to provisionally approve the
following loss target.

Provisional T&D Loss | HAZECO |
FY 2025-26 15.39%
FY 2026-27 15.39%

12.9. The Petitioner is directed to carry out its T&D loss study through an independent third
parLy, as per the approved terms of references (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, In case,
the T&D loss studies are not submitted within the allowed time peried, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustment shall be reworked on such revised targets, The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing,

RevisedT&D Loss Target

(Failure to submit study) HAZEC.O
FY 2025-26 7.70%
FY 2026-27 7.70% -

12.10. The submitted T&D loss study by an independent third-party shall be considered by the
Authority for revision / firm up of T&J loss Targets for the applicable period in the next

AT
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rebasing of the tariff for DISCOs (January 2027) or mid-term (December 2027) review of
the DIP, as the case may be.

Not used

Not used

In order to make fair assessment of the depreciation expense, the Authority accounts for
the investments approved for the year. After taking into account the new investments as
mentioned above, the Gross Fixed Assets in Operation for the FY 2025-26 have been
worked out. Accordingly, the depreciation charge for the FY 2025-26 has been assessed as
Rs.871 million calculated on actual depreciation rates for each category of Assets as per the
Company policy.

The actual depreciation reflected in the audited accounts of the Petitioner, do not provide
bifurcation 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 distribution function works out as
Rs,784 million,

RoRB

The Petitioner has submitted that NEPRA allowed WACC of 20,4% to PESCO for the FY
2024-25 in its tariff determination for FY 2024-25, against the requested WACC of 21,27%,
hence, the same needs to be reconsidered in view of the MYT determination, wherein
adjustments on account of variation in KIBOR is permissible on biannual basis. HAZECO
has calcu.lated WACC of 17 ,05% based on the following calculations:

*Weighted Average Cost of Debt for FY 2024-25 include 3 month’s Kibor plus 2% spread.
By incorporating the above adjustment of ERC, the calculation of WACC and RORB wilt
be as under; WACG = [14.47% * 30%)] + [18.16% * 70%] = 17.05%

HAZECOQ stated that it has no other source of revenue except Tariff to pay off the principal,
interest and exchange risk payable to EAD except for consumer end Tariff and if not
allowed, it will in any way effect the consumers as the same will be passed in the form of
deficit financing resulting in financial hardship to the consumers.

HAZECO is of the opinion that return should be adequate encigh to not rmly cover the
cost of debt but also to cater for the exchange rate parity as well as reasonable return to
the equity holders. The Authority is therefore requested to allow RORB @17.05% WACC,
including debt as per following calculations:
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L b | 2023:24 ] 202428 | 202526
Description O ditea)  Prow. | Pral
Net Fixed Asscts In Operation PnRsp{ 14381 16455{ [8,785
\Add: Copital Wark in Peopress - Closing Bal pinRs}p 54900 6366 8.568
Less: Cap, WiP-Deposit Portion [Min Rs) 1.{00 1202 1,304
Investment in Fixed Assats (MinRs)| 18780 | 2l4620[ 36042
Lacs Doferred Credis {+in Rs] 5564 50863 6,287

12.18.

12.19.

12.20,

12.21,
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. |Average Regulatory Assets Base '
o 'lam of Ratura Bogs} | 2127%)  17.05%l- - 17.08%

[MinRs1| 13206[ 15757 19,763

Regulatory Assets Baso
iinrs)| 12379 | Jadesil T Te0N

“‘Return’on Rate Base © 17 [0 "[MlnRs] " 2lgy

In view thereof, TTAZECO has reqhested the fo}luwmg RoRB for its Distribution Business
for the FY 2025 26

Min, Rs.

Distribution of Power Business

Description 2023-24 202425 2025-26
' Audited ‘AetPro. | Pra).
ROAS T 2,106. 1376 2423
%lncrcﬁscr{Decmzm} _ ) ‘239

The Authority observed that as per Secl:lon 31(3) of the amended NEPRA Act, the
following general gmdelmes shall ‘be applicable to the Authority in the determination,
moc[tﬁcauon or re\nsmn of'rates, charges and terms and condlttons for prowsmn of elecmc

power serv1ces, .

(b) tariffs should, generally be caleulated by including a depreciation charge and a rate of
return on the capital investment pf cach licensee commensurate to that earned by other
investments 01" compamb]e risk;

(©) tariils showld allov W licensees a rate of return which promotes continued reasonable
m Vesm ént in equipment and facilities for improved and efficient service;

In I.ine ‘with the, aforeméntioned guldelmes, the Authority allows DISCOs, a Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Slmllarly, for tecovery of principal portion of debt, the Authouty includes a deprec1at10n
chargein thﬂ reverive reqmrement of DISC.OS

Consequent ta the aforementioned discussion, the WACC works out as pel formula gwen
below, g

Cost of E _1;3[,

Ke #Re+ (Rm-Rr) xB
Where; -
Re.s the risk ree Rate .
Ru is the Market Retum
~ Pis Beta
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The cost of debts
Kd = KIBOR + Spread
Accordingly, the WACC as per the given formula works pout as under; -

WACC= (Kex (E/V)+XKdx D/ V))
Where E/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 caleulation of Return of
Equity (RoE) component of the WACC, being the most widely accepted model, 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 risk. This extra return or ‘risk premium' is the difference between
market rate of retwrn and risk-free rate. Generally, the return on stock market index is
taken as a measure of marlket rate of return. To have an appropriate measure of the market
rate of return, analyzed KSE-100 Index return, aver a peried of 10 years i.e. FY 2016 to FY
2025, Further, return of different nelghbormg markets and other mternatlonal rnarkets
wete also analyzed

For risk free rate, the yleld of 05 years PIB is considered The wetghted average yield of
accepted bids for S years PIB as of 17.07.2025 remained at 11.4916%. Regarding assessment
of beta, the Authority bas 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
assessmg the RoE component.

By taking into account the af‘oremenuoned factors, the. RoE of the Petitioner works out
differently, however, keeping the request of the Petitioner and the Authqrity's earlier
decisions in the-matter of other XWDISCOs and K-Electrie, theAuthonty has decided to
allow RoE component of 14,47%, PKR based, :

. As regard the cost of debr, it is the interest rate on which a company would gei borrowing

from the debt market / commercial banks i.e. a rate at which banks lend to their customers.
In oxder 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 has
been worked cut as 12.64% i.e. 3 Months KIBOR of 11,14% as of ]uly 02; 2025 p]us aspread
of 1.50% (150 basis points).

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

Cost of Equlty,

Ke = 14.47% '

The ¢ost of debt is;

Kd =12.64%

WACC= ((Kex (E/V)+ Kdx(D/V))

Where E/V and ID/V are equity and debt ratios respectively taken as '30% and 70%;
WACC {14, 4?%:1( 30%) +(12,64% X 70%)) = 13.19%
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12.29. Based on above and using WACC of 13.19% on RAB by including allowed investment for

12.30.

12.31.

12.32,

12,33,

2d|Page

the FY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as
under; : - _ ,

HAZECD |

TR AT T E}Tiﬁ’?&'ﬂ
X Fuilivg LR 226
emibeiln i fRjaviEs
Flad Assals OB 24,053
Addiion 2410
Fiod Assols G 26482
Depreclofon 9,334
Mot Fixed Assois 18,848
Cepllzi WIF C/A B.444
Flerd Assols inc. WIP 25,052
Loss: Doferred Credits. | 14,001

Total 11,002
RAB 14002

WACG ___ 15.13%

RORB 1,451

The total amount of RoRB as worked out above has been allocated in texms of Distribution
and Supply Funciions, 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.1,161
million.

The allowed RAB for the year will be trued up downward, keeping in view the amount of
investment allowed for the FY 2025-26, 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 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 terms of T&D losses ete,

Flere 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 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,

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, fluctuation in the reference XIBOR would be
adjusted biannually, 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 savings would be passed onto the consumeis
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. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be hatng by the Petitioner itself, Similarly,

ERRO A el
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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 annually, through PYA.

Other Income

The Petitioner has submitted that main sources of other income include Interest Income,
Sale of Scrap, Amortization of Deferred Credit, Rental & Service Income etc., whereas the
Wheeling Charges and Late Payment Surcharge have been excluded as per decision of

NEPRA,
Accordingly, the Petitioner has projected the following amounts as Other Income for the
FY 2025-26 for its distribution functions:

Min. Rs,

Distribution of Power Buslhess

. 202324 2024-25 2025.26
Daseription
Audited Act'Pro. Prol.
Other Income -305 =340 -378
Ylnereatel{Decrense) 1%

The Average Other Income (Rs./KWh) for FY 2025-26 is assessed as under;

Distribution of Power Business

. 2023-24 | 3024.25 202526
Rrascription -
Audited ActiPro, Proi.
Crhet income - 0,14} [0:F5) 0.18)
Sncrense/{Becrense) ' 4]

Other income is considered 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 bark deposits, sale of scrap, income from non-utility operations, commission on PTV
fees and miscellaneous income,

Since the other income would be trued up based on the Audited accounts of the Petitioner,
therefore, for the FY 2025-26, the Authority has decided to allow an amount of Rs.627
million as requested by the Petitioner, 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.

The Authority in consistency with its earlier decision, on the issue, 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 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.

The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Functions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Distribution function
works out as Rs.431 million.
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Working Cepital

12.41, The Authority during proceedings directed the Petitioner to provide it working capital
caleulation and has considered the submissions of the Petitioner and in order to access the
waorking capital 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 capital requirement of the Petitioner for its Distribution
function has been assessed as under;

o P 05 SAPRIL, 7.
EHN f-_. .,r--“-,'. i 3
Stores and Spares {39 of GFA) 3% a9y 794
Trade debt (30 days of Revenue Receivahle a0 nos 237

Tatal Current Agsels 1,012
[Current Liabllities 123 | 66679 574

.Wur!:i.u; Capital Requirement : 337
Less Receipt Against Deposit Work 2,871

Net Worklog Capital (2,534)
[Cost of debt local - 12.00%
'Working Capizol Cost (304)

12,42, As mentmned in the table above, the Petitioner’s working capital requirement for the
disiribution ‘function has been assessed as Rs,337 million. The Authority considers that
reteipts against deposit works, being related with distribution network business, are also
Tequired to be accounted for as part of working capital caleuladons. By including the
dmount of receipt against deposit works available with the Petitioner, as per the data
prov’ided' by HAZECO, its net cost of working capital requirement for the distribution
futiction works out as negative Rs.304 million, based on 11% KIBOR+ 1% spread, The
allowed spread of 1% shall be the maximura cap, subject to downward adjustment at the
end of each financial year, ifactual spread remains lower, The same is allowed to HAZECO
for the CY 2026, and is subject to adjustment, as per the mechanism provided below, once
the audited accounts of HAZECO for the FY 2025-26 are available. The allowed cost of
working capital shall be subject to adjustment as under;

gcmalizat:ion of Previous year based on sllo TEVene as
Qurren
-~ Lower of 30 days recewables based on allowed revenue (including the 1mpact of allowed

adjustments), but excluding Working Capital cost OR Actual average Receivables for the
Flin.ancial Year (excluding opening recéeivablgs)._

- Stores & Spares - Lower of 3% of Avg. GFA {opening + closing)/2 or Actual average 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/bank balance not meant for Q& expenses)

Current liabilitjes - . :
- 2/3rd of aforemenuoned current assets (Recmvables + Stores & spares -+ Cashq
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- Receipt against deposit work figure will be actualized based Audited Financial statement
initially and finally based on third party evaluation.

- Any other amount retained by HAZECO -

- For the purpose of 3 - Month KIBOR, the actual weighted average KIBOR of finance cost
incurred by HAZECO shall be considered, Similarly, for the purpose of spread, actual
weighted average spread incurred by HAZECO 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.

12.43. Since the amount of receipts against-deposit works has been adjusted while working out
the cost of working capital, therefore, any interest ¢arned 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 entive interest income shall be adjusted as part of other income,

13.  Whether there will be any claw back mechanism or not?

13.1,  Although DISCOs made their submissions on this issue, however, the Authority noted that
DISCOS were not able to fully comprehend the issue.

13.2. The Authomy ‘understands that sharing mechamsm 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
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 the DISCO and consumers equally.

14, Upfront Indexation/adjustment for the period Tuly 2026 to December 2026

14.1. The MoE {PD) vide letter dated 18.08,2025, submitted that NEPRA determines the
consumer-end tariff for XWDISCOs and K-Eleceric in accordance with Section 31 of the
Regulgtion of Generation, Transmission and Distribution of Electric Power Act, 1957 (the
Act), read with Rule 17 of the NEPRA. (Tariff Standards and Procedure) Rules, 1998, 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 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 initate the tariff
determination process by submitting their minimum filing requirements by January 31"
of each year. The submission is followed by Authority's internal meetings, public hearing,
tariff deterrination and notification by the Government, Keeping in view the recent
annual tariff determinations, the rebasing js notified by the Federal Government in the
month of July, each year with effect from 1# july.

14.2. The MoL (PD) {'uther mentioned that as-an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariffrebasing, sunultaneously
in the summer months. This increase in tariff coupled with higher consumption leads to
significant hike in the consumer electricity bills of summer months which in turn results
in unaffordability, public dissatisfaction and nationwide protests in the country, The ﬁl;(&ﬂ’\
. Aot
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can be streamlined if the timing of annual rebasing is shifted from summer to winter
months where the electricity consumpticn is lower and any tariff increase can be absorbed
in consumer bills. This would result in relatively stable and sustainable eleetricity prices
throughout the year, The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the "Guidelines for Determination 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 MoE (PD) 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 frameworl in a way that the rebasing is notified with

effect from 1% January, each year, after completion of all regulatory proceedings. In this
regard, it is highlighted that NEPRA has already determined Power Purchase Price (PPP)
references up to June 2026 Projections for the remaining six months will be shared

subsequently

In light of above and in exer.f:ise of powers under Section 31, of the Act, the Federal
Government issued the following policy guidelines for implementation by NEPRA;

"WIEPRA shall revise the annual tariff determination process timelines by amending the
rélevant legal and regulatory framework (puidelines, rules and procedures) to ensure that
annual rebasing is notified vwith eﬂ%ctﬁ*om January I of each yem; after mmp]e&on ofall
regulatory proceedings. "

IIMECO also vide letter dated 20.10,2025 sibsaitted that the MoE (PD) vide 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 edch year. The
Authority has already determined the Power Purchase Pricé (PPP) references up 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,

HAZECO further stated that it has already submitted its Tariff Petitions for FY 2025-26
and the decision of the Authority is -awaited.- HAZECO accordingly ‘requested 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 discussed during the hearing, and the Petitioner requested the following
costs on account of interim indexation for the 06 months period from Jul. 26 to Dec. 26; .

. . . Rs, I 11fe) ‘ . ‘
" (yul to Dec

Requested fox
: FY 2025-26 2026)
Salarins, Wapes & Ovher Benefits 3,154 1,587
Post Retirement Benefits 3,780 1,919

Description

| Other O & M Costs 950 480
Dépreciation 831 415.50
Retuen on Rate Bose . 3.028¢ 1.514

Gross Distribution Margin 11,743 | . 5,915
Less: Qrher Income (550} . [270)
Net Distribution Margin 11,193 " 5,646
Units tobeSold - - 2,303

Pexr Unit DM
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14,8. ‘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 during summer
months; thus, adversely impacting DISCCs performance in terms of recoveries and losses.
However, even with re-basing in Januvary, 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 NI Plan, SD 8 and the instant policy guidelines, the Authority has
completed the consultation process for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology and Process), 2015", and the same axe now in the

. process of notification.

14.9.  Further, in light of the instant policy guidelines, the Authority has detennmed the revised
Power Purchase Price (PPP) references for the period from January 2026 to December
2026 through a separate decision. Pursuant thereto and keeping in view the request of the
Petitioner to also determine tariff for the period from July 1, 2026 to Decemnber 31, 2026,
in accordance with the revised annual rebasing timelines, the Authority has also
determined provisional revenue requirement of HAZECO for the period from July 1, 2026
to Decembar 31 2026 as under:

Pay & Allovarnces % . [Min. 7]
Past Reliremant Bénelits {#in. A3
Repalr & Maintalndnce T {Min. is)
Travelingallowance . (MIn. R
Vehicle malntenonce (MiIn. fiz)
Others expenses [MIn, Ra )
OBM Cost {Hin. Re.)

Degiiclation {Hin. s |
RORE ' [Hi1n. Rs ]
O.Income o, Re]
Margin without PYA {MIn. R3]

14.10. Tor the purpose of rebasing for the period fro-m Jam. to Dec. 2026, the amount recovered
by the Petitioner, to the extent of dlstnbutlon and supply margin along-with PYA, from
JuhtoDeé: 95, based on interim tariff allowed 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 rate as per the interim tariff (to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025,

14.11. ‘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.

14,12, Any under over recovery of the determined revenue requirement for the ¥Y 2025-26,
based on the allowed regulatory targets in terms of T&D losses, recovery ete,, and
provisional revenue requirement being allowed for the six months period i.e. from Jul. to

29| Page, ‘




15,

15.1,

152,

15.3.

30|Page

Determingtion of the Authority in the matter of Tariff Petition

g: oF HAZECO for Distribution of Power Tarilf for the F¥ 2025-26

Dee.26, would be adjusted subsequently, while determining the final revenue requirement
of the Petitioner for the FY 2026-27. ' '

Order

In view of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26
along-with upfront indexation/adjustment from July to December 2026 and Tariff table of
CY 2026 (January 2026 to December 2026), to the extent of its Distribution function is
summarized as under;

Unils Purchased . . (k) 3,094

Units Sokd [WRWh) . 2,518
Unils Losl Ly 476
Unils Losl i) 15.39%
Pay & Alowances i [tin. Rs.) 1,464 1,175
Past Relrement Banefils (M Ry 1,230 633
Repalr & Malntaihance (M, Rs.] 110 ) 88
Traveling aflowance. Wi Bs.}
Vehicle maintenance [héln. Ra.]
Otheroapenses - [r. Ra ]
D&M Cast - [0, fe}
Depriciation [Min. Rs.}
RORB [Min. Rs.}
0 lmm Sy !._' . '.".. - | IMh R;_,
Watgin without EYA " ] M Rsl
Prior Yoar Adjuslment [Mi. Ra.)
Wuriung Caplial MIn. Ry.)
Telal I Rs.) 4,455 2,403
[evenue Requirament [Min Ra) 4,458 ‘2,403
Averagg Tanff . [RsfWh) . . Doz

The above assessment has been carried out based on the data/information provided by the
Petitioner, which the Authority believes is correct and based on facts. In case of any
deviation / misrepresentation observed at a later stage, the Petitioner shall be held
responsible for the consequences arising out, under NEPRA Act, Rules and Regulations
made thereunder. Any consequential adjustment’ if required will be made accordingly.

The Petitioner is directed to submit its next tariff petition under the MYT regime by the
end of July 2026, and the monthly anil quarferly. adjustments as per the following time
lines; -

L Drsarixio | [Pz =] ADUSTASCITS DNOEXATION. | TDEE IEES ]
¥ 2 Anedenisy, kerping hmdwm-ﬁqnwnﬁrﬂwm

Powrer Purchae Price .
Prie mitror o sl with sy Queotes B wiaroeer;
Mooty ez tre poied 2otk e

: . Aled by CPPA UG v of the
FudlCeus Leopact of FEA o T4 e winld be ﬂ.-u:o Rl by CRA IO by cine
: adigated o Cutahe bl

Poifmenh (ol o pa e peewd Bamaly  JRequest6d be fuzind by e Fedivae mrtam &x

Varihle Odebl adin sert zockam 2 e Hs'ﬁ?bﬁs ar.O'th!‘r'haub-

Capazy Chx rey
Tresmin i LOKC & MIF T8 perr

'-o;'.u'z:nbt Earsted by de Permiona oot bea oo,
s paind ef 07 Py o Comiedrba b
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15.4. For determination of use of system charges based on the aforementioned revenue
requirement the petitioner js divected to file its use of system charges petitions in line with

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

15.6. The Petitioner is directed to ensure separate disclosure of each item in its audited financial
statements as mentioned in the determination,

15.7. - The Petitioner is also directed to ensure breakup of its Operating cost in terms of
Distribution and Supply function separately in its audited financial statements.

158. The Petitioner shall follow the performance standards laid down by the Authonty for
distribution and transmission of electric power, mcludmg safety, health and
environmental protection instructions issued by the Authority or any agency of the
PFederal or Provincial Government;

15.9. The Petitioner shall ensure to develop, maintain and publicly make available, its
investment program for satisfying its service obligations and acquiring and selling its assets.

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

15.11. The Petitioner shall comply with, all the e:-usung or future applicable Rules, REgulatlons,
~ orders of the Authonty and other apphcable documents as lssued from time to time,

16. Summary o EQgecnnn

16.1.  The Authority hereby directs the Petitioner to;

i.  provide the reconciled date of sales mix with its reported revenue as per audited
financial statements each year.

il.  provide the IDC amount with subsequent adjustment request and reflect the same in
its Audited Financial Statements each year.

fii. get its data, regarding units billed to lifeline consurners, domestic consumers
{consuming up-to 300 units) and Agriculture consumers, reconciled with PITC and
submit such reconciliation to the Authority every year.

iv.  ensure that by the time it files its next tariff petition/ adjustment request, MDI for all
conswmers at all levels is properly recorded.

v.  provide a certification from its Auditors that Repair and Maintenance expenditure
does not include any CAPEX nature item :

17. ‘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,
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18.  Theinstant 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,

AUTHORITY
Qo Quad il
Amina Ahmed - Engr. Magsood Anwar Khan
Member, _ Member
q

RN

Waseem Mukhtar.
Chairman
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SUBJECT: DETERMINATION OF THE AUTHQRITY IN THE MATTER OF PETITION

FILED BY HAZARA ELECTRIC SUPPLY COMPANY LIMITED (HAZECQ)

FOR DETERMINATION OF SUPPLY TARIFF FOR THE FY 2025-26

Please find enclosed herewith the subject Determination of the Authority alonghwith Annexures
(total 56 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
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(Wasim Anwar Bhinder)
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Abbreviations

CpGenCap Tl-xe summation of the.cal?acity cost in respeclf of all CPGencos for a billing pexicd

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 Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Common Delivery Point

COSsS Cost of Service Study

CPPA (G) Central Power Purchasing Agency Guarantee Limited
CTRCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress

CY Calander Year (Jan. t:;Dec.)

DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company.

DM Distribation Margin

DOP Distribution of Power

ELR Energy Loss Reduction

ERC Energy Regulatory Commission

'ERP Enterprise resource planning

FCA Fuel Charges Adjustment

FY Tinancial Year

GIS Geographical Information System

GOP Government of Pzkistan

GWh Giga Watt Hours

| [THU Hand Held Unit

HT/LT High Tension/Low Tension

HSD High Speed Diesel

IGTDP Integrated Generation Transmission and Distribution Plan
1ESCO Islamabad Electric Supply Company Limited

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

Kv Kile Volt

kW Kilo Watt

kWh Kilo Watt Hour

"LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power
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MVA Mega Volt Amp

MW Mega Watt

NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre

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

OGRA Qil and Gas Repulatory Authority

PESCO Peshawar Electric Supply Company Limited
PDEIP Power Distribution Enhancement lavestment Program
PDR Pawer Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RFO Residual Fuel Oil

RING Re-gasified Liguefied Natural Gas

"RoL Return 'on Equity

RORB Return on Rate Base

ROR 1 Rate of Return

SBP State Bank of Pakistan

SOT Schedulé of Tariff

STG Secondary Transmission Grid

SYT Sinple 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
' U0SC 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
HAZECO ELECTRIC SUPPLY COMPANY LIMITED (HAZECO) FOR DETERMINATION
QOF SUPPLY OF POWER TARIFF FOR THE ¥Y 2025-26

PETITION NO: NEPRA/TRF-637/HAZECO/Supply/TRE/2025

PETITIONER
Hazara Electric Supply Company Limited (HAZECO), WAPDA Computer Center, Abbotabad.

INTERVENER
Nil

COMMENTATOR,
Nil

REPRESENTATION
HAZECO was represented by its Chief Executive Officer along-with his technical and financial

e
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1. Background

1.1. The Authority issued Distribution and Supplier of Last Resort (SoLR) Licenses to Hazara
Electric Supply Company (HAZECO) vide decisions dated 23,05.2025. The Petitioner, was
thus required to file its tariff Petitions for both the Distribution and Supply functions, in
line with the NEPRA Guidelines for determination of Consumer End tariff (Methodology
and Process) 2015, along-with its distribution investments plan and assessment of T&D
losses. The Authority accordingly vide letter dated 23.05,2025, directed HAZECO to
immediately file the Multi-Year Petitions for determination of tariff for the Distribution and
Supply businesses and to also file interim tariff petitions for its Distribution and Supply
business for the FY 2025-26, as the Tariff for the FY 2025-26 is required to be implemented
w.e.f. 01.07.2025, '

1.2, Pursuant thereto, the Petitioner filed its tariff petitions along-with application for grant of
interim tariff for the FY 2025-26, vide letter dated 04.06.2025. The Authority admitted the
tariff petitions filed by HAZECO and also while acceding to the request of the Petitioner,
allowed an interim tariff for the FY 2025-26 vide decision dated 23.06.2025, after following
the due process of law.

1.3. The Petitioner, inter alia, requested the following costs for its Supply of power function for
Power Purchases = GWh | 2,722
T&D Losses . % 15.3%%

Units Lest GWh 419
Unist to be sold GWh 2,308
Power Purchases price | Rs. Min 79,104
Wire Businoss Cost - s, Min 7,846
Margin
Salarjes and benefits Rs.Min 2.330
Repair acd Mahepance Rs. Min 10
Travsling expetses 21
Vehicle expenses 37
. Other expriese 412
Toral O&M Costs Rs. Min 2,831
BPropreciation ’ - |Rs, Min 8
Ratum on Rata Base Rs. Min 805
'Taxadon Rs. Min 1.129
Gross Matpin Rs. Mln 4,648
Less: Qther.Income Rs. Min -172
Nct Margin Bs. Min | 4,476
Total Revenve Requiretmedt  |Rs. Min 91,426
Requested Tariff Rs_JkW'h 39.70

2, Procaegg_ ings .

2.1. Interms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
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 parties and to meet the
ends of natural justice, decided o conduct a hearing in the matter.

2.2. Hearing in the matter was scheduled on November 06, 2025, for which notice of admission
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newspapers on 25,10.2023, and also uploaded on NEPRA website; Individual notices were
also issued to stakeholders/ interested parties.

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 as oral evidence and

arguments;

i.  Whether the requested/projected Power Purchases Price (Energy & Cost) for the FY
2025-26 is justified? .

ii. Whether the requested O&M cost for FY 2025-26, is justified and whaL are Lhe hasm
for such projections?

iii.  Whether the requested new hiring is justified and what are basis for new hiring?
iv. Whether the requested amount for FY 2025-26 under heads of Other Income,

Deprecations, Tax and RORB based on WACC of 17.05% is justified?

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

vi.  Whether the recovery target and provision for bad debt as provided in petition is

justified?

vii,  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?

viii.  Whether the Schedule of tariff be designed on cost-of-service basis or otherwise?
ix. Whether the Tariff terms & conditions as applicable in other DISCOs shall be applied

in service territory of HAZECO or otherwise?

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

Filing Of Objections/ Coramen

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 admissjon in texms of
Rule 6, 7 & 8 of the Rules, In re_sponse 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 prociuced and arguments raised during the

‘hearing, issue-wise ﬁnclmgs are given as under;

Mﬂj_ﬂgﬂﬂgﬂ@m cted Power Purchases Prj nergy & Cos e IY 2025~
26 is justified? - )
The Petitioner, during the hearing submitted following historical trend of its purchases/

sales;
S s -




Determination of the Avthority in the matter of Tartf¥ Pecition

r . i - - -
’i"ﬂllﬂzé of HAZECO for Supply of Power TarifFfor the FY 2025-26

5.2,

5.3,

54,

T]Pageu

vear Units Purchased | Units Sold
{Mkwh) {MlWh)

2023-24 2,517 2121

2024-25 2,646 2,233

2024-25 {July-Sept} 788 643

2025-26 {Jul -Sept) 836 708

The Petitioner submitted that based on the forecast analysis as well as the historic trend,
units projected sale for FY 2025-26 is 2,303 MkWh for 805,584 consumers & a growth of
about 2 to 3 % is considered owing to increase in the demand. The Petitioner based on

" previous gencration trend, projected the following PPP for the FY 2025-26;

oy FY 202425 FY 2025.26

Deseription
Enérgy Charges o 28018 28581
C:s;la:scky Chnrge:. I {2, M) 4419 4527
Use of System Charges 125, Mlay 5091 5,24
Market .Opera.tor Fee | (2. M) 7 7
‘:P‘ower Purchase Price (PPP) ‘ {-Rs.leh]- 29.31 29.04

The Petitioner further stated that actual PPP is regulated by NEPRA over the period, thus
any. subsequent increase / decrease in the PPP determined by NEPRA may be adjusted on
monthly/quarterly/biannual basis. - -

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

Whether the requested OBM cost is justified and what are the basis for such projections?
Whether the requested new hiring is justified and what are basis for new hiring?
The Petiioner submitted that its Margin consists of the following factors:. -

s Operation & Maintenance Expenses:
"V Opeérational Expenses: ~
¢ Salary Wages & Other Benefits
o 'Travelling Expenses ’ '
"o Vehicle Exj:enses
¢  Qther IExpenses
Y _Repqir&Maintepaqce_ﬂxpensgs.

v ‘Other Income - . o . Mt& qr




7.2

7.3.

7.4

7.5,

7.6,

77,

Determination of the Authority in the matter of Tariff Petition
oF HAZECO for Supply of Power Tariff for the F¥ 2025-26

v" Depreciation Expense
v" Return on Rate Base
v" Provision for bad debts

The sum of the O&M Cost, Depreciation, Provision for Bad Debts and RORBE minus Other
Income results in HAZECQ's Distribution Margin, dividing this by the total units sold yields
the average Distribution Margin per kWh.

an es?

Actual salaries and wages of GSQ Circle, PD GSC and PD C&QO have beeri allocated to Supply
Function (EPS), since these circles / directorates are responsible for comstruction,
rehabilitation, augmentaton, maintenance and similar activities involved in Distribution
Function for providing electricity to the end consumers,

The XEN offices compiise of technical as well as administrative staff, the salaries of technical
and administrative staff such as XEN, SDO, line man, assistant line man, line
superintendents etc. have been allocated to Distribution Function on actual basis except for
meter readexs, bill distributers and meter reading supervisors, and the same has been
allocated to Supply of Electr1c1ty as their job description relates to billing and recovery.

Power Supply (Sale of Electric Power) comprises of actual expenditures of revenue offices
and salaries and wages of meter reader, bill distributer and meter reading supervisors, since
their primary role is administrative in nature comprising of billing to consumers, addition
of new connections and recovery from consumers. Provision for doubtful debts is allocated
to the Supply Business (Sale of Electric Power) along with partial allocation of depreciation
for the furniture and fixtures, computer equipment, vehicles etc.

Moreover, the expenditure of HQ, and other offices has been allocated on the most suitable
basis to Distribution Function or Supply of Power. Based on the above assumptions
HAZECO O&M expenditure for IY 2025-26 is bifurcated as under:. .

OBM Expenses

O&M expénses include Salaries & Wages, Repair & ‘Maintenance, Travelling, Vehicle
Running and Other Expenses, Based on the impact of increase in inflation, salaries and other
allowances, the Audited O&M Expense for FY 2022-23 and FY 2023-24 are Rs, 5,225 million
and Rs. 6,309 million respecnvely and the pro;ectlons for FY 2024-25 & 2025-26 are as ‘per
deta.ll below: '

. Min, Rs,
FY 2024-25 FY 2023-24
— NEPRA a :
escription determination o - s
for PRSCO Prov, Total| Variance Audited
R L {Inc HAZECO)
Salaries aml Benelits 30,780 6,122 24,658 5,770
Repair and Maintenance 1,493 218 1,275 198
'I'ravelling Exnenses 444 56 - 388 51
Vehicles Expenses 320 75
Other Expenses 1,650 215
Totel 34,687 6,309

BjPage
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7.8. 'The breakup of O&M cost for FY 2025-26 for Supply of Power is as under:
Min. Rs. '

Supply of Power Business

Descnptmn 2003-24 | 2024-25 | 2025-26

Audited | Prov. Proj.

Salaries and Benefits 1,556 2,076 2,350
Repair and 9 9 10
Travelling Expenses 15 16 21
Vehicle Expenses 18 26 37

. |Orther Expenses 184 374" 412

Grand Total 2,181 2,502 2,831

% Increasef(Decredse) | - ] 15% 13%

7.9. Salaries & Wages including employee's retirement benefits is the major component of O&M
expense. The following additional increases are also made by GoPF in its annual budget for
FY 2024-25 along with various other impacts,

Increase in Pay & Allowances annaunced for FY 2025-26:

B Expected increase in salaries (15%).

i, ‘Tmpact of Additional recruitment.

i, The cost of new hiring has been cIalmed as an additional requirement fox the
newly established HAZECO. In the absence of adequate staff hiring, the Petitioner
will not be able to operationalizg its furictions effectively.

=\ Employees Retirement Benefits have ‘been based on the average of annual increase
in the last two years g audited figures,

v"- Keeping in view the above increases, the Salaries and Wages are based on the Bifurcated
Audited Financial Statement of HAZECO for FY 2023-24 and Provisional figure for FY
2024-25 and pm}ected for T'Y 2025-26 are as under:

Min. Rs.
FY 202425 FY2023-24
T Iptd NEERA
cscription determination T
for PESCO Prov. ITota‘l Vat_lnn:e Audited S
{Inc HAZECO)
[Sularies and Benefits - 30,780 §.122 24,658 5,770
New Recruitment:
. Descrlptlon_ FY 20%
Prov,

New Hirlng (Mos)
Cost{Min. Rs.)* 419

v The requirement for a Single Year Tariff (SYT) has been presented in the proposal based
on a rational and data-driven approach. The consumer base growth has been assessed by
compatring the number of consumers in January 2024 and January 2025, and the increase
has been duly quantified. In addition, the projected retirements during FY 2025-26 have
been factored in, and based on this analysis,: the need for new hiring of qualified

Madn

9{Page




ok Determination of the Authority ia the matter of Tariff Petition
* of HAZECO for Supply of Power Tariff for the F¥ 2025-26

professionals and essential staff has been determined to ensure operational xeadiness and
regulatory compliance.

v’ It is important to highlight that the projected human resource requirements presented
herein are based on reasonable assumptions and operational forecasts, which may be
vevised as per ground realities during the couxse of implementation, Accordingly, the
number and categories of staff may change depending on actual functional needs and
regulatory considerations. Furthermore, the recruitment process at HAZECO will be
carried out in accordance with the approved organogram and will also consider the
manpower being transferred from PESCO under the bifurcation scheme. All
recruitments will be undertaken in line with government policy guidelines and approvals
from the competent forums, - : -

v However, the then PEPCO has devolved all the matters regarding HR affairs of DISCOs
being processed by the then PEPCO to DISCOs vide letter No, GMHR#5778-5810, dated
14.01.2021 conveying that respective BoDs should exercise the powers of the MD PEPCO
which will bring an op;iortunitjr for the Company to procéed for HR requirements
through its BoD against cnncal requirements as and when considered necessary or
unavoidable.

¥ HAZECO is currently working on strength of 1,731 emialoyees approximately out of
which 58 are officers of different grades. The shortage of the staff is the main cause of
losses and system constraints being faced by HAZECO at present.

v The O&M expenses are one of the major unknovwms for XWDISCOs in Pakistan due to
many uncontrollable factors such as statutory implications arising out of increase in

. salaries (as announced by the Federal Government), increase in certain expenses due to
growth in consumer base, this includes increase in maintenance expenses, meter reading
expenses, whereas, other expenses are directly linked to the rate of petroleum. The
employees’ cost-includes costs related to salaries and benefits of all staff (administrative,
operational and security). To ensure an efficient, coordinated, economical distribution
system-and to build, maintain and operate the system more systematically, it will be
employing 2 highly skilled and technically proficient team to manage all aspects of the
distribution of power to ensure that all key commermal intérests of all stakeholders are
maintained, protecred and pnont:lzed

v The O&M cost needs to be brf‘urcatecl into controllable and uncontrollable cost
components and the 'Uncontrollable costs’ aré requested to be uned—up at the end of
every year and the 'Controllable costs' should be indexed every year with CPI change
less agreed e_fﬁmency factor, adjustable in last two years, to pass on the benefit of system
efficiency to the consumers, -

Gontrollable Cost:

v The controllable Q&M costs are projected by assuming an inflation rate of 10%. The
controllable cost during FY 2025-26 will also increase due to new projects (as envisaged
in DM) and accordingly this new addirion in per uhit base cost of contro]]able cofponent
may be allowed i in the related year in which project is planned to be completed and
indexed subscquentiy as parl of controllable cost component

10|Page '
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Uncontrollable Cost:

v’ With regards to uncontrollable cost different growth rates are projected for different cost
streams based on management experience. Uncontrollable cost factors could be affected
by growth in employee benefits, consumer growth rates and growth in regulatory fee etc.
The uncontrollable cost will also increase due to new projects {as enwsaged in DIIP) and
accordingly projected cost includes impact of new projects.

v The detail of controllable and unconwollable costs is as under;

Controllable Costs Uncontroliable Costs
Travelling Bxpenses Pay and Allowances — Existin
Qffice Supplies & Store handling |Rent, Rate & Taxes
Vehicle Expenses | Injuries & Damages
Powaer, Light & Water Collecton Expenses
Gommualeation & Postage Legal Charpes
Adverusing & Publicity - Management Feg'
Subscription & Periodicals Audit Charpes
Misc, Expenses :
Bank Charges

. |Insurance Premium

Adjustment mechanism:

v The following adjustment mechanism is proposed:

a. Thebase year FY 2024-25 does not reflect the true cost and accordingly factor "N"
is included to accont for the new recruitments.

.b.  Adjustment in Salary & Pension (including pension part of post-retirement
‘benefit) may be linked with the Increase announced by GoP in Annual Budget on
actual basis.

c. 5% increase on account of Annual Increment may be allowed.

‘d. The i‘erha'ilﬁﬁg allowances / benefits may be adjusted on the basis of CPI for
controllable.costs and on the basis of actual in case of uncontrollable costs.

e. An additional variable “N” may be included to account for the New Hiring
{excluding outsourcing of Sexvices like Bill Distributor, Drivers ete.) a_gainst vacant
positions and the same may be indexed as proposed above.

f. The O&M part of Distribution Margin shall be indexed with CPI (component
wise). ) .

v Accordingly, the O&M will be indexed for next year accorchng to the following formula:
O0&Mpep = [0&Mpgr X (1 (ACPI—X))] + O&Mpcrumt + N

Where:
Q&M (Rev) is Revised &M Expense for the Current Year

O&M (Ref) is Reference O&id Fxpense for the Reference Year which fs con troﬂabfe cost
O8M (Actual} is Acrual O%M Expense for the Chzrent Year and is uncontrollable cost

1| Page
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*ACPIis Change in Consumer Price Index published by Pakistan Bureau of Staustics
latest available on /a.z'yacramst the CPIas on I July of the Reference Year in terms of
percentage (excluding pay & allowances and pension)
X is Efficiency fictor and may be allowed to the extent that the actual expenses are less
- than the determined instead of 309, which is on a very higher side as CPlis not a true
reflection of DISCOs expenses
N fs New Hiring (excluding outsourcing of Services like Bill Distr/butor, Drivers etc),
including indexation of controllable and un-controllable costs to account for the
expenditure that is not in the Base Cost - :
* Note: Change in CPI mmay be used component wise Instead of general NCFL e.g., for
vehicle expenses, NCPI under transport category should be used or it should be linked

with FSO prices.

Repain & Main ‘ tenpnce: . .
v’ Repair and Mainteniance expenses have been assumed at around 2% of the net Fixed
Assets in operation., HAZECO has to maintain its old and over loaded system in order to
ensure un-interrupted power supply to the consumers; moreover cost of material has also

increased due to inflationdry pressure. Therefore, Repair & Maintenance expenditure has
been projected for Distribution (Non-Sale Elemants) as Rs.229 million for FY 2025-26.

v The repair & maintenance cost shall enable the company to ensure smooth and efficient
functoning of the transmission and distribution system in operation, Moreover, it shall
contribute to the benefit of the consumers at large by reducing power outages, systém
breakdowns' and better service quality in addition to contribution in reduction of the
T&D Losses, Foregoing in view, NEPRA is requested to allow full amount of the repair
& maintenance projected for FY 2025-26. The repair and maintenance are mainly for
standalone items necessary for keeping the system in operation with no additional

beneﬁm _
v’ The projected Repau' & Maintenance for Supply of Power Business for FY 2025-26 is as
under: )
_Min.RS, !
Distribution and Supply of Power Business
Descnptmn (. 2023-24 | 2024-25 | 2025-26
Audited - | Prov. . Proj.
Repalt and Minatenance 198 218 239
9% Increse/{Decrease) 10% 10% -
Supply of Power Business
Description .2023'2'4 2024-25 . 2025-26_
Audited Prov. Proj.
Repair and Minatenance 9 9 10
% Incresef{Decrease) ~ 11%

v Adjustment in Repalr & Maintenance may be lmked Wlth the percentage of Fixed Assets
(i.e. 2% of'the net Tixed Assets) in operation.

{2|Page




. ; _ Determiation of the Authority in the matter of Tariff Petition
8 ' of HAZECO for Supply of Power Tariff ibr the F¥Y 2025-26

Trayvelling expenses;

¥ Travelling Expenses for Supply function have been pro]ected at Rs. 21 million for the FY
2025-26,

Min. Rs.
Digrribution and Supply of Power Business
2023-24| 2024-25[ 2025-26
Audited] Prov, Proj.
Travelling lixpense 51 57 72
% Increse/(Decrease) ' 26%

Description

Supply of Power Buginess .
2023-24| 2024-25| 2025-26
Andited| Prov. Proj.
Travelling Expense | 15. 16 <21

% Increse/(Decrease) 31%

v Adjustment in Travelling Expenses may be Jinked with the CPL
Vehicle runining expenises: '

v' Vehicle Ruhning Expenses for SLlpply function were Rs, 18 million for the FY 2023-24
and pro;ectea for I'Y 2025 26 at Rs, 37 ]1‘111]101’1

Degcription: .

: - . Min. Rs.
sttnbui:lon and Supply of Power Buamess
Descnption .| 2023-24 | 202425 _2025 -26
AN S | Audited | Prov.” .| Proj.
Vehicle Expense. ~ 75 112 159
% Increse/(Decrease) o 4%
P ) o . Mln Rs,
Supply of Puwer Business -
o "]‘jescnpmn T 202324 | 202425 | zozs-gs
: N Audited Prav, -| _Proj,
Vehm]e Expense = 18 . 26 37
% Increse/(Decxease) 42%

v Adjustment iri Vehicle Running Expenses may be linked with the CPL.
Other Operating expenses; & As

v Other Expenses include Rent, Rates and Taxes. Utlhty e}cpenses, communications, office
supp]les, professmnal fees, audltor s remuneralnon, outsourced services, management
fees, electricity bill collection expenses etc. and are pro;ected as under;

Min.Rs,

' sttnbutwn and Supply of Power Business -
Descnphmn 2028~24 | 2024-25 | 2025-26
Axudited Prov. Proj.
Other Expenses - 215 436 480

v %Incresef(Decrgase) _ _ N . ]0% B

S e
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. Min. Rs,
v Supply of Power Busmess B
Descri[.;tlon 2023-24 | .2024-25 | 2025-26
. ) Audited Prov. Proj.
,  |Other Expenses 184 374 412
" % Incresef/(Decrease) 10%

Adjustinent mechanism:
v" Adjustment in Other Operating Expenses may be linked with the CPL

7.10. The Petitioner presented the following head wise detail of the requested amounts and the
- parameters for the proposed increase;

Min, Rs.

Deascription, 4+ Unit” | FY 2025-26

Salavries and benefits ‘| Rs, Min . 2,350

Repair and maintenance . Rs. Min _ " 10
Travelling Expenses Rs.Mhn | 21

Vehicle Expenses’ Rs. Min 37

Other expense’ ' Rs, Min 412

Tote! O&M Costs = - Rs. Min 2,831

~ + Sulatles and other benefits; Increase is proposed based on GoP actual increase.

v 109% ARA, 30% DRA. and -
v annuali increments,

-l

v 10% increase in Pension

v Estimased cost of Rs,419 million for .‘mrmg agmnst 163 positions of different cadres
 duly approved by the BOD

* Repair & Matitenance: The remaining costs are proposed to be adjusted on the basis
_of NCPI for conl:ro].lable costs and on the basis of acmal in case of uncontrollable costs.

. Travellmg Expemes Inmease in lme with mﬂatlon and as per NCPI and due to
inctease in number of employees.

* Vehicle Expense: Increase due-to the POL price and number of increase in vehicle
with new: company.
7.11. Regarding new hiring the Petitioner submitted that;

+ HAZRECO is currently working with strength of 1770 employees, out of which 53 are
officers of different grades, Total sanctoned strength of the company. is 4534 out of
which 183 are officers. There are 2764 vacant posts.

» The Company is recently carved out from PESCO and ‘some of the employees have
opted to stay with the parent company i.e. PESCO. The new hiring-is explicitly
justified by 8 "severe shortage of resources’ and the-need o mitigate "losses and system
constraints and operations would be "unsustainable” without the required recruitinent.

+ The number of new hiring is projected based on two factors:,
v" T fill the vacant positions required 1o operate the company business which is

. also primarily necessary to handle the market growth. q M N
14|Page - - DR
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v" Subtracting the proj ecled number of employee retirements.

+ The cost of this new }uring is not included in the regular salary budget, however, it is
claimed separately as an adjustment factor ‘N! in the O&M formula.

7.12. The Authority observed. that as per section 31(3) of NEPRA Act, following general
guidelines shall be applicable to the Authority in the determination, maodification or 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 demonstrated needs of their customers Tariff,”

' (b) tarifis should generally be caleulated b 0y mdudmg a deprec:atian cbarge and a rate
of return on the caprtal investment of each bcemee commensurate ta that esrned by
other investments of comparable risk;

v (¢} tarifls should allow licensces a rate of return which promotes contiriued reasonable
investment in equipment and fellities for improved and efficient service;

v (d) tarifs should include a mechanism to az‘]pw.b‘&emees a Qenéﬁ: from and penalties
for failure to-achieve the eficiencies in the cost of providing the service and the
quality of service;"

7.13.  Further, a$ 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 DISCO's revenue requirement under multl—year tanff regime or annual tariff
regime. "Base Year" has been defined as the year on which the annual or ‘multiyear tariff
projection is beifig made, Which may be a historicel 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.mnay be a pure projection of a furure
financial year.

7.14.  Hereitis also pertinent to mention that as per the approved taxiff methodology the Power
Purchase Price is the only uncontrollable cost which is allowed a pass-through item, The
other remaining costs are 1o be treated as controllable costs,

7.15. Considering the fact that the Petition has been filed for one year i.e. for the FY 2025- 26,
the Authority has decided to consider the costs as per the Audited/ pl:owsmnal accounts
of the Petitioner for the FY 2024-25 as base year. :

7.16. The Authérity considers that for pro;ecuons or assessment of OPEX costs, the two
commonly used approaches are thé Ex-Ante approach and the Ex-Post approach Ina
régime Where the allowed OPEX is determined Ex-Ante, "theré will mev1tab1y ‘be
deviations between the allowed and actual OPEX in the form of efﬁc:ency savings or
losses. Thus, resulting in two broad options, one that the utility bears all savings or losses,
i’e. no action is taken by the Regulator. The 2#¢ that the utility shares the savings or losses
with consamers, 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 ad]ustments to allowed
Revenues or, OPEX allowances are made in the next period to compensate for a deviation

Ci M
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from allowed OPEX in the current period except for cettam allowed ad]usmlents in texms
of CP] ete.

In view thereof, the head wise assessment of the Peunoner under each of the requested
costs is as discussed hereunder,

Salarigs, Wages and Other benefits (including post-retiremnent benefits)

‘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 O&M costs, excluding thexéfrom depreciation #nd RoRB, The Authority
. understands that employees of XWDISCOs are hired on Government pay seales, 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 XWIDISCOs as long as they remain in publie sector,

Considering the fact that the cost for the I'Y 202526 is being assessed, the Authority has
taken into consideration the costs based on the bifurcated accounts the Petitioner &
PESCO for the FY 2024-25, and information shared by the Petitioner subsequently in this
regard. - ., . : . .

The actual total cost as plowded by the Petitioner; for the FY 2024-25 ~under Salaries &
Wages (mcludmg post-retirement benefits) is Rs.3,804 million. The said amount has been
consjdered as base cost and increases as approved by the Federal Govermment on Salaries
and Wages-in the ederal Budget for the I'Y 2025-26 i.e.-ad-hoc relief allowance of 10%
and DR allowance of 30%, aleng-with unpacL of annual incremment.i.e. 5%-have been

incorporated thereon. .

Accordingly, the cost of Salaries &Wages (mcludmg postretirement beneﬁts) for both the
Distribution and Supply Functions works out as Rs.4,203-million. 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 Salaties,
‘Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages anid other benefits.ip terms of
Distribution and Supply Functions; the criteria as adopted by the Petitioner has been used,
Thus, the cost of Salaries, Wages and other benefits (including postretirement benefits) for
the FY 2025-26 pertaining to the Supply of power function-works out.as Rs.1;509 million

Considering the fact that employees of XWDISCOs are hired on Govermnent 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
Authority has decided to actualize the Pay & Allowances and other benefits-cost of the
Petitioner, based on its audited accounts for the relevant year for its existing employees.
The impact of any such adjusiment would be allowed as part of PYA in the next tariff
determination. ' ' ' '

Additions] Recrujtment

Regardmg additional recruitment, 1.he Authonty observed that Salaries & Waﬂes cost for
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recraitment made till FY'2024-25 has already been accounted
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for. For future recruitment, the Authority understands that any allowing cost upfront
either on account of new hiring or outseurcing, would be unfair with the consumers,
without considering/ analyzing its benefits. The Authority understands that it will bein 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 services actually outsourced 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. This addresses the concern of the Petitioner regarding
inclusion of an “N" factor.

B_palr & Mg;m\ena.nce Costs

Regarding Repair and maintenance expenses, the Petitioner has assumed the same at
around 2% of the net Fixed Assets in operation. The Petitioner while justifying its
submissions stated cthat it has to maintain its old and over loaded system in order to ensure
un-interrupted power supply to the consumers, moreover cost of material has also
increased due to inflationary pressure. Accordingly, the Petitioner projected repair &
maintenance costs of Rs.239 million for Distribution and Supply of Power Function for the
FY 2025-26.

The Petitioner submitted that R&M cost shall enable the company to ensure smooth and
efficient functioning of the transmissién and distribution system in opefation, Moreover,
it shafl contribute to the benefit of the consumers at large by reducing power outages,
system breakdowns and better service quality in addition to contribution in reduction of
the T&D Losses. The Petitioner for the adjustment of above costs proposed that this may
be Imked with the percentage of Fixed Assets (i.e. 3% of the net Fixed Assets) in operation.

The Authority has carefully examined the Petitioner's request of linking the R&M cost as
a percentage of Net Fixed Assets (NFAs). The Authority, while going through the actual
expenditure incurred by the Petitioner on account of R&M during the FY 2022-23 and FY
2023-24, as per the Audited accounts for these periods showing bifurcation of costs
between PESCO and HAZECQO, observed that R&M costs works out as 1.03% and 1.38%
of the NFAs for the FY 2022-23 & FY 2023-24 respectively. Moreover, the Petitioner has
not provided any rationale or working to substantiate its request of setting R&M as 2% of
NFAs except that it has to maintain old and over loaded system in order to ensure un-
interrupted power supply to the consumers, ‘and that cost of material has also increased
due to inflationary pressure,

No doubt that the adherence to service standards and improvement of customer sexvices
is only possible through continuous repair and maintenance of distributien network,

however, at the same time the Petitioner has also requested for huge CAPEX of around
Rs.5,365 million for making additional investument in Fixed Assets,, resulting in new,
expensive and efficient equipment, leading to overall reduction in R&M cost and
increasing the total Assets base. Thus, the Petitioner’s idea if adopted would resuit in
undue benefit to the Petitioner in the long run, In addition to aforementioned discussion,
the Petitioner's request of annual adjustment in this regard is against the very sprit of
multiyear tariff regime,
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10.5. Inview of the foregoing and keeping in view the current approved tariff methodology, the

}0.6.

10.7.
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11.2,
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Authority has decided to allow an amount of Rs.172 million under R&M head for both the
Distribution and Supply functions, for the FY 2025-26 after incorporating the inflationary
impact.on the R&M cost as per the data/ information provided by the Petitioner for the
FY 2024-25 and keeping in view the bifurcated accounts of the Petitioner, for the FY 2024-
25, provided by PESCO. The same is hereby allowed to the Petitioner for the FY 2025-26
far 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 Distribution and Supply Functions, therefore, for the puzpose of allocation of

total cost of R&M costs in terms of Distribution and Supply Funcdons, the criteria as
adopted by the Petitioner has been used. Accordingly, the cost of R&M for the FY 2025-
26 pertaining to the Supply of Power function works out as Rs 62 nul]ion

The DISCOs are also directed to provide a certification from its Auditors that Repan' 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 to revise the R&M assessment of the
Petitioner, based on'such disclosure/certification.

_thex_QM'p_gﬁ

Other O&M expenses mclude Travelling.costs, Vehicle Maintenance and other expenses
i.e. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collection
Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Outside
Service imployed, Management Fees, NEPRA License Fees, Advemsemenl: & Publicity,
Subscnpuons & Periodicals, Representatson & Enterta]mnent, Insurance, Bank Charges,
and other mlscellaneous expense.

I‘he Peutloner pm}ected its Other O&M costs mcludmg Travemng. Vehlcle Ma.mtenance
and other expenses as under, for its Supply function for the FY 2025-26;

: Min. Rs.
Deseription Unit | FY 2025-26
[ “Travelling Expenses Rs. Mln 21
‘Vehicle Expenses - Rs. Mo | - 37
Qther expense . Rs. Ml - 42|
Total O&M Costs . Rs. Min. - 470

The Authority noted that as per the approved tariff methodology, all other operatmg
expenses are part of Q&M costs which are to be assessed thixough NCPI-X formulae for the
tariff contrd] period. Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, may be linked with CPIL Accordingly, for assessment of Other
O&M costs for the FY 2025-26, the Authority, has decided to allow an amount of Rs.214
million under Other O&M expenses for both the Distribution and Supply functions, for
the'FY 2025-26 after incorporating the inflationary impact on the Other O&M cost as per
the data/ mfonnauon provided by the Pettener for the FY 2024-25 and keeping in view
the blfurcal.ed_ accotints of the Petitioner for the FY 2024-25, provided by PESCO. The
same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution and

Supply Functions.
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By considering the fgures as per the financial statements, the Authority has Incorporated
all the costs including bill collection, building rent, NEPRA fee, insurance cost, rent, rates
& taxes, and travelling, transportation ete.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other Q&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 202526 pertaining to the Supply funcdon works out as Rs.77 million.

In case the Petitioner’s actual O&M cost for Lhe FY 2025-26, once its audited eccou.nts for

this regard shall'be shared betweeh consiumets and the Petitioner in the ratio of 50:50.
PMC Fes T B

Here itis perunent 10 mennon that some DISCOs du.nng the heanng 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 Nadonel Electricity Policy, 2021, the National Electricity
Plan (2023—2027) whereb}r it has been designated as 2’ “designated entity” for the
implementation of thé priority areas of the NE Plan, and strategic roadmap as per the NE
pohcy The SRO- further mandates the company tocharge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPME from time to time, The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOS

Ir. has also been submitted that clause 34(f of the IMF Country Report cleatly
ae@owledges PPMC's role in suppormg policy, 1egulatery and ‘taxiff affairs, sector
refornis, pnvahzatlon, CD managt.ment and mtegrated power and energy plann.mg

The Authority noted that the Natlonal Electricity Plan allows the designated entity to
charge aregulatory fee, which shall be allowed by the Regulatot, The Authority also noted
that previously the Authority disconfinued the PEPCO fee in the absence of appropriate
structure in place. The Authority also takes 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 subinitted by the DISCOs regarding the declaration of PPMC as a “designated
entity” and-its role in supporting policy, regulatory, and taxiff 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 incurxed and the functions/
services. performed as desigoated ‘entity for. DISCOs and others, duly substantiated with
documentary ewdence and justifications. .

Accordingly, the Authority. has decided to pend upfront allomng 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 dotumentary
evidence, along w1th fulﬁllment of the process p1 esenbed in the SRO No. 1358(1}!2025

Q pasi
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11.12. On the submissions of the Petitioner, to allow certain costs as uncontrollable, the

12,
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12.2,
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12,4,

12,5,

20| Page’

Authority noted that as per the approved tariff methodology, Powrer 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.

.. Whethker the requested amount for FY 2;!25—26 undér heads of Other Income
_ errecagggaﬂ_&m}mgi_m&a__gﬂz&&élﬁ@gﬁﬂi

Depreciation, |

The Petitioner has submitted that Depreciation is calculated on the bams of the value of
existing Assets plus the additions in assets during the FY 2025-26, The asséts are
depreciated on straight line method as per utility practice i.e. Jand at 0 %, buildings and
civil works at 20, Plant and machinery at 3,5%, office equipment and mobile plant at 10%
& other. assets at 10%. Based upon theseé assumptions, figure for depreczahun for supply
finction has been woiked as Rs.83 million for I'Y 2025-26. »

Based upon these assumptions, the ﬁgure for depreciation has been worked as under for

the Sl__lpply f_uncl;ions; < _ o e
R P T B o . ‘Min Rs ]

Dlstnbutmn and Supply of Power Business

Descnption 2023-24 | 2024-25 | 2025-26
. ~Audited | -Prov. | Proj..
Depreciation - .- | - 764 799 -+ . 831 .
9% Increse/(Decrease) L i ). A% .

Min. Rs.

Supply of Power Business |
' 2023-24 | "2024-25 | 2025-26

D ipti e
aacripfion Audited Prov. - Proj,
Depreciation - : 76 80 83
% IncresEf(Decrease) , 4%

The Petmoner has proposed that ad]ustment in Deprecmnon Expenses may be linked with
the Gross leed Assets in operanon ‘

The Authonty noted that as per the Methodology, depremauon expense for the FY 2025-
26 will be determined by applying deprec;atton charge on-the Gross Fixed Assets in
Operatlon. 1nc1udmg new investient,

Regarding allowed investment for FY 2025-26 and I'Y 2026-27 since the Dismibution
Invesiment Plan (DIP} of the Pettioner 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 decmon of the Authority in
malxer of DIP of the Petitioner. ‘
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Rs. Min
Provisional Capex] HAZECGO
FY 2025-26 5,364
FY 2026-27 5,364

12,6. ‘The Authority decided that the above approved Investments are provisionally allowed for
purpose of tariff rebasing and does not inchude the cost for AMI, APMS, scanning meters,
Data Centers, etc., the investmment in this sart metering area can only be started once DIP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the {inal decision of DIP of the Petitioner,

12.7. Regarding the T&D Lasses target, the Authority has decided to provisionally approve the
following loss target.

[Provisional T&D Loss | HAZECO |

FY 2025-26 15.39%
FY 2026-27 15.39%

12.8. The Pedtioner is directed to carry out its T&D loss study through an independent third
party, as per the approved terms of references (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 jssuance of this decision. In case,
the T&D loss studies are not submitted within the allowed time period, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant taxiff
adjustment shall be reworked on such revised targets, The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing.

Rlévisng&D toss Target

{Failure to submit study) HAZECO
FY 2025-26 7.70%
FY 2026-27 7.70%

12.9. The submitted T&D loss study by an independent third-party shall be considered by the
Authority for reviston / firm up of T&D lass Targets for thie applicable period in the next
rebasing of the tariff for DISCQOs (January 2027) or mid-term (December 2027) review of
the DIP, as the case may be. '

12,10, Notused

12,11, Notused
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12.12. In order to make fair assessment of the depreciation expense, the Authority accounts for

12,13,

12,14,

12.15.

12.16.
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the investments approved for the year. After taking into account the new investments as
mentioned above, the Gross Fixed Assets in Operation for the FY 2025-26 have been
worked out. Accordingly, the depreciation charge for the FY 2025-26 has been assessed as
Rs.871 million calculated on actual depreciation rates for each category of Assets as per the

Company policy.

The actual depreciation reflected in the audited accounts of the Petitioner, do not provide
bifurcation 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 Supply of Power function works
out as Rs.87-million. :

RoRB

The Petitioner has submitted that NEPRA allowed WACC of 20.4% to PESCO for the FY
2024-25 in its tariff determination for FY 2024-25, against the requested WACC of 21,27%,
hence, the same needs to be reconsidered in view of the MYT determination, wherein
adjustments on account of variation in KIBOR is permissible on biannual basis. HAZECO
has calculated WACC of 17.05% based on the following calculations:

*Weighted Average Cost of Debt for FY 2024-25 include 3 month’s Kibor - plus 29 spread.
By incorporating the above adjustment of ERC, the caleulation of WACC and RORB will
be as under: WACC = [14.47% * 30%)] + [18.16% * 70%} = 17.05%

HAZECO stated that it has no othexr source of revenue except Tariff to pay off the principal,
interest and exchange risk payable to EAD except for consumer end Tariff and if not
allowed, it will in any way effect the consumers as the same will be passed in the form of
deficit financing resulting in {inancial hardship to the consumers,

HAZECO is of the vpinion that rerurn should be adequate enough to not only cover the
cost of debt but also to cater for the exchange rate parity as well as reasonable return to
the equity holders. The Authority is therefore requested to allow RORB at 17.05% WACC,
including debt as per following calculations; :

‘ | | M,\q
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Bescrint] - ot 2023-24 |-2024-75 | 2025-26
oM . - - —=
gscription oo | Audited | -Preyv. sy Prak

Met Fixed Assets I Oparation [MinRs][ 14380] 16455 1B788

Add: Copital Waork Ir Progress - Closing Bal [Min Rg] 5498 6,366 8568
[,202 1,304

Less: Cop. WiP-Deposit Portion [MinRs]| 1,100
MaRq| 18780 21.620] 26049

lavestnent [n Fixed Assets
Less: Deforred Cradits [Min R3] 5,564 5,043 6,287
Regulatory Assets Base [Min Rs] 13,216 15,757 19,763

Average Regulatory Assets Base - MhRs)[ 12379} 14-435 "?-750

Roturnon Rate Bage - * [(MinRS]| "2,633 |~ ’_3,4"79‘.‘ 43,008

In view thereof, HAZECO has requested the following. RoRB for its Supply of Power
function for the FY 2025-26;

_ Min, Bs.

Supply of Power Business

2023-24 | 2024-25 |. 2025-26
Audited Prov. Proj.
RoRB 526 494 605

% Inerese/{Decrease) ' 22%

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

() taritls 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
investm ents of mmp&rab!e risk;

(c) tarifs. should allow licensees a rate of return wmc:’: promotes continued reasonable
fnvestment In equipment and ficilities for improved and efficient 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 deprematlon
chatge int the revenue requirement of DISCOS

Consgquent to the aforementioned djscusswn, the WACC works out as per formula given
below;
Costof Bquity; . - Y A
Ke=Re+(Ra-Re)xp
Where, -
Rr is the risk free Rate

R is the Ma;ket R_eru.m
B is Beta

Description
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The cost of debt;

Kd = KIBOR -+ Spread

Accordingly, the WACC as per the giﬁen formula works pout as under;

WACC= (Kex (E/V)+ Kdx(D/V)) .
Where E/V and ID/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 WACC, being the most widely accepted model, 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

12,24,

12.25.

12.26.

12.27.
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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 return or ‘risk premium' is the difference between
market rate of return and risk-free yate. Generally, the retum on stock market index is
taken as a measure of market rate of retum. To have an appropriate measure of the market
rate of return, analyzed KSE-100 Index return, over a period of 10 yearsi.e. FY 2016 to FY
2025. Further, return of different nelghbonng markets and other intemational markets
were also analyzed.

I‘ 01.' risk free rute, the yleld of 05 years ‘PIB is cons1dered The wmghted average ymld 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 RoL componenl

By taking mLo account the af'orementloned factors the RoE of the Petmoner works out
differently, however, keeping the. request of the Petitioner and the Authoyity's -earlier
decisions in the matter of other XWDISCOs and K-Electric, the Authority has dec1ded 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 borxowing
from the debt market/ commercial banks i.e. a rate at which banks lend to their customers.
In order to have a fair evaluation of the cost of debt, the Authority has 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 aspread
of 1.50% (250 basis points).

In view thereof the WACC for the I'Y 2025 26 has been worked out as under,

Cost of Eguity;
Ke=1447% =
The cost of debt 15, -
Kd=12.64%

WACC= ((Kex (E/V)+ (Kdx (D /V)) o
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%
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12.28. Based on above and using WACC of 13.19% on RAD by including allowed investment for
the FY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as

undet;
HAZECO
Mﬁ
{' 7. 43 Qp}scriptl% St ;j EFY; 2_9_‘1_ E
Fixed Assels O/B 24,063
Addition 2419
Fixed Assats C/B 26,483
Depreclation 9,834
Net Fixed Assels 16,648
CapilalWIPCIB ~ | = 8444
Fixed Assels fne, WIP 25,092
Less: Dofarred Credils 14,081

Total 11,002

RAB © 14,002
WACC 1318%

. RORB _~ 1451

12.29. 'I‘He"'totzgl amount of RoRB as worked out above has been allocated in texms 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 Supply of Power function works out as Rs.290
million.’ '

12.30, The allowed RAB for the year will be trued up downward, keeping in view the amount of
investment allowed for the FY 2025-26, other than consumey 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 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 terms of T&D Iesses ete. .

12.31. Here it is also pertinent to mention that the amount of receipts against deposn: 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 earmmed on such
deposits shall not be adjusted as paxt of other income. The Petitioner therefore shall ensure
a separate disclosure of such income in its audued accounts. In case of failure to disclose
such income separately, the entire interest income shall be adjusted as part of other
mcome

12.32. TheAuthority also understands that interest payment is'an obhgatory cash flow ]Jablhty
unlike discretionary dividend payment and considering the fact’that any default may
hamper the financial position of the Petitioner, hence: the Arithority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannuafly. In addition, the Authority has also. decided to adjust savings, if any,
resulting from cheaper financing by the Petmoner If the Petmoner manages to negouate
a lean below 1. 509 spread the entire savings would be’ passed onto the consumers

Q%Mﬂv
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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. 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 remains Jower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA,

QOther Income

The Petitioner has submitted that main sources of ather income include Interest Income,
Sale of Scrape, Amortization of Deferred Credit, Rental & Sexvice Income ete.,, whereas

- the Wheeling Charges and Late Payment Surcharge have been excluded as pér decision of

" NEPRA.

12,24,

12.35.

12.36.

12,37,

12,38,
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Accordmgly, the Petitioner has proyected r.he followmg amounts as Other lncorne for the
Y 2025 26 for its Supply of Power funcnon,

, : __Min, Rs.
Dlsl:nbutlon and Suppl}r of Power Business

" Description 2023-24 | 2024-25 | 2025-26
d Audited Prov, Proj.
Other Incomeé -443 -494 -550
% Increse/(Decrease} ; : 1% - . .
' - Mings, ‘

Supply of Power Business

bn;scrip tion 2023-24 | 2024-25 | 2025-26

K ‘ Audited Prov,. Proj. -
Othet Income = | -139 . -155 -172
% Increse/{Decrease) 11%

Other income.is considered to be a negative cost which may include, but not be limited
to, amortization of deferfed credit, metet and-rental income, late-payment charges, profit
on bank deposits, sale of scrap, income ﬁ'om non-ufility operations, commission on FTV
fees and miscellaneous i income.

Since the'othér income would be trl.led up based on the Audited accounts of the Petitioner,
therefore, for the FY 2025-26, the Authority has decided to allow an amount of Rs.627
mllllcm as requested by the Petidoner, including the amount of amortization of deferred
credit but excluswe of the amount, of late payment charges (LFS) for both of its
Dlstnbuuon and Supply ﬁ.mcuons :

The Authonty in consistency with its earlier decisien, on the issue, 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 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 conswmers shall be made part of other income and
deducted from revenue requirement in the subsequent year. .

The total amount of Other Incame as worked out above has been allocated in terms of
Distribution and Supply Functlons, as per the cntena adopted by the Petitioner itself.
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Accordingly, Other Income for the FY 2025-26 pertaining to the Distribution function
works out. as Rs, 196 million.

Worlcngg_pltal
The Authority during proceedings directed the Petitioner to provide it working capital

* caleulation and has considered the submissions of the Petitioner and in order to access the

working capital requirement of the Petitioner, the Authority obtained details of number
of days available with the Petitioner to pay in texms of energy procured from Natonal
Grid. Based on the information provided by CPPA-G and in line with the mechanism

.-adopted for KE, the working capital requirement of the Pentloner for its Dlsmbuuon
‘ ﬁmcnon has been assessed as under;

Current Assets

[Trade dubt (days of Revenue Rccewah!n) i 25 | 0.07 | 5,167 |
Tatal C'I.u:rent Assets 5,167
Cux:ent.LiabﬂltIes ( -
EPP From CPPA . 41 0.1 2,873
CPP From CPPA 4| . 009 3,836
Trénsmission o © %0 008| ° 418
Distributisn : ' LY 30 -0,08 217
" Total'Liabilities . . 7,343
IR TR IY DI SV I R T S AR -"w
e P T N
C'osL;Jf Hl!bl: ]uc:ﬂ R B L 12%’
Worlisg' Capital Cost ' HERRCR N (EF¢ 75 |\

As méntioned in the table above, The Petiioner’s working capital requirement for the
Supply :['uncl_:ioh has been assessed as negative Rs.2,176 million and cost working capital
requirement works out as negative Rs.261 million, based on 3 months KIBOR i.e. 11%+1%
spreadl as maximum 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 rhe audited accounts of the Petitioner for the
FY 2025-26 are available,

Acmallzanon of Previous year based on a]lowed J:evenue as PYA
Current Assets ' s
- Lower of 25 days reccivables based on allowed revenue (including the impact of
.allowed adjustments), OR Actual average Recewables ‘for the Financial Year
(excluding opemng receivables).
Current, Llablhues
- Payables pertaining to PP & CPP based on average Number of days data to be
o provided by CPPA-G.
- Transmission charges (30 days) & Distribution Charges (30 days) or_based on
. contrac,tual agreement, if any.
B AcLuahzanon of the aforementioned heads shall be based on allowed costs after
accountmg for the meacts of a]lowed ad]ustments
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e  All heads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any. While actuahz.mg these heads impact of' workmg capxtal cost be
excluded.

- Amount retairied by the Petitioner on account of Net metering settlement
- Any other amount retained by the Petitioner

3 Month XIBOR + 1% Spread as maximum cap subject to downward adjustment. For the
purpose of 3 - Month KIBOR, the actusl weighted average KIBOR of finance cost incurred
by the Petitioner shall be considered, if any. Similatly, for the purpose of spread, actual
weighted average spread incurred by the Petitioner shall be considered, if any. In case

" actual weighted average spread is lower than 1% cap, the same shalt be ad]usted downward
only. No upward adjustment of spread is allowed. (A

» Mereitis also pertinent to mention that since the amount of receipts against deposit woxks
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 1o disclose such income separately, the entire intexest income shall be adjusted
as part of other income.

13. M_M&Myﬁmmwwmw

mmmmmhwmﬂ or otherwise? - '
13.1. The petxtloner du.rmg the .hearmg submitted that as nel:—metenng cobsumers rely on the
Gnd, both for buckup supply during low or - No Solar Generation and for Exporting Surplus
Energy, therefors, fixed charges may be imposed. In the absence of Fixed Charges on
Txpérts; these consumers avoid contributing to Giid Maintenance Cost, creatirig Cross-
Subsidization-whiare ron-solar users bear higher fixed costs, Increasing penetration of net-
metering reduces DISCO revente, leading to inequity. Technical challenges such as
voltage fluctuations and protection issues also require additional investment, Levying fixed
chargés on these consumers can contribute to fair and equitable cost recovery across the
system.

13.2.  The petitioner recommended the following Possible Solutions:, . i
V. Introdice fixed network usage charge.s' baséd on sarictioned Joad or exporr capacuy

f Ii'anﬂ&an t‘o a gross metemg ﬁame work to avoid cro.s-s-m&ﬂdles S

\/ Resmaz o vemzed DG msraﬂaaaﬂs exceedlng sancaoned loaal

13.3. The Authority noted that vide decision dated 23.06.2025; all DISCOs have been directed
to undertake a comprehensive study as outlined below, to thoroughly examine the jmpact
of ToU tanff ummgs and Dls‘l:dbuted Solar integration on uulmes operanons

.'f C'omprebeusnfe study.on t.be Impact of existing tm;e»of use (Tol)) tariff tmmgs and
. proposed measures for aligning demand vith evolving Joad patterns

s Comprehensive assessment of the financial apd technical impacts of distributed solar
photo voltaic (PIO mtegmaon on diseribution uﬂ]ng operaﬂons and mﬁasﬂucmre

13.4. DISCOs were a]so dlI’PCLEd to ]omtly develop, through mutual consultatlon, a umform
Terms of Reference (ToR) 10 carry out the above studies and submlt the same to NEPRA
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for approval. DISCOs have prepared and submitted the ToRs, which are currently under
review.

135, Herejtisalso perl:ment to highlight that the Authority has ehcned public opinion on the
NEPRA (Prosumer) Regulations, whereby, changes in both the methodology and rate for
the units being exported are being proposed.

13.6. The Authority therefore 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) Reguladons are notified / changes in the cwrrent
methodology and rate of units exported are finalized. Therefore, for the purpose of instant
determination, the Authority has decided not to make any changes in this regard.
However, for consumers, who are currently paying fixed chaxges at Rs, per consumer pexr
month, the Authority has decided to apply fixed charges at Rs./kW/month, The rate to be
applicable on Rs/kW/month has been discussed as a separate issue in the instant
determination,

13.7. Here it is also pertinent to hipghlight that the Authority has also initlated the process of
amendments in NEPRA (Alternative & Renewable Energy) Distributed Generation and
Net Metering Regulations, whereby, amendments in both the methodology and rate for
the units being exported by a Distributed Genexator (DG), are being proposed.

13.8. The Authority therefore 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 the amendments proposed in NEPRA (Alternative & Renewable Energy)
Distributed Generation and Net Metering Regulations, are finalized. Therefore, for the
purpose of instant determination, the Authority has decided not to make any changes in
this regard.

14,  Whether the existing fixed charges applicable to different consumer categories needs to

be revised and requires ady changes in mechamsm for charping of such charges m
Actual MDI or Sa.ngggngd. Load or otheérwise? « O

15. ther there shopld any Fixed es on conswmer’s categories who are currently not
- paying uny fixed charges? : _
151, The Petitioner recommended revising fixed charges for different consumer categories and
stated-that N.E Plan provides direction to progressively inclide the ]‘n{ed Charges in all
cal.egcnes (Except protected) and recommended that;

v Tixed Charges may be based on actual recorded MDI or 25% of the highest recorded
in tast 12 months, whichever is higher.

v - Tmposition of per kW fixed charges for net-metefing consumiers to ensuze fa:r Grid
: cost sharing and Distribution line sha.r]ng - : .

15.2. The Authority noted that carlier fixed charges were being levied at around Rs.400-
500/kW/month based on higher of 50% of sanctioned load or actual MDI for the month.
The rate was subsequenily enhanced to Rs.2 L000/kW/month vide decisions dated
14.06.2024, however, the Federal Government vide its Motion for uniform tariff dated
03.07.2024, requested to revised the same downward as Rs.1 ,250/kW/month based on
hlgher of 25% of the sanctioned load or actual MDI for the month. The Authority vide
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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, :

The prime objective of revision in fixed charges and corresponding reduction in varjable
charges is to incentivize consumers to increase their electricity consumption from national
grid, thus, lowering their overall effective tariff,

Here it is also pertinent to highlight that the Authority has elicited public opinion on the

NEPRA (Prosumer) Regulations, whereby, changes in both the methodology and rate for
the units being exported are being proposed, These changes, once approved, may xesult in

" increased consumption form the Grid, consequently leading to higher recovery of fixed

cosis, as part of variable charges, In view theréof, for the purpose of instant determination,
the Authority has decided to maintain the existing rate of fixed charges for the consumers
whe are currently being charged fixed charges at Rs./kW/month along-with the
applicability mechanism.

Similarly, for consumers, who are currently being- charged, fixed charges as
Rs./Consumer/Month, the Authority has also decided to maintain the existing practice,

schedule o i esi cost-of- 'cg basis ox gﬂ';_t_wjj_gl

The Petmoner subm:tted that, the schedule of rariff shou]d be made reflective of the Cost
of Semce, as NI Plan emphasmes cost-of-service based tariffs for transparent cost recovery
and equll.able demgn Tariff design based on the Cost of Service (CoS). ensures transparency,
financial sustainability and equitable cost allocaton among consumers. The current
umform tariff structure creates cross-subsidization where some categories subsu.hzed.
others. distorting cost signal and dlsr:ouragmg efficiency. A CoS-based design aligns tariffs
with actual cost causation while promoting efficient consumption.

The Petitioner recommended to; o
v Gradually transition to CoS-based- tariff design to aveid consumer shock.
v . Segment consumers by voltage and usage pattern to reflect actual service costs,
¥ Replace broad cross-subsidies with targefed subsidies funded by the Federal Govt,
v

To conduct updated CoS suidies for atl DISCOs to esta'bhsh crechble ‘cost
" benchmarks - :

The submissions of all DISCOs 1egarding the a]iplicabﬂitj( ofa cost—of—service (CoS) based
tariff structure have been analyzed, Multiple DISCOs like HESCO, GEPCO, QESCO,
HAZECO, and PISCO. explic1t1y referred to the INE Plan SD-82, 83 and 84, which call for
transitioning toward CoS-based tariffs to promote transparency, financial sustainability,
and equitablé allocation of costs among consumer categories. DISCOs in general have
supported GoS baged rariff design, which would enhance transparency,-and equitable cost
allocahon among consumers 1n terms of acl:ual costs they impose on the system,

The Authonty noted that NE Plan prowdes that tanff‘s for the residential consumers shall
be progressively ad;usted to ahgn with the prmmp]e of cost-of-service, takmg into account
the follomng
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a. Subsidies to protected categories of residential consumers shall be disbursed directly
' pursuant to the detailed action plan to be developed under Strategic Directive 067;

b. Residential consumers (below cost recovery) shall be cross subsidized by:
i. industrial & commercial consumers, pursuant to the Strategic Directive 084;
ii. other residential consumers (above cost recovery).

165. 8D 84 states that Cross-subsidy by the productive consumers, to subsidize residential and
agricultural consumers, shail be progressively resmcted to 20% of the re5pect1ve cost of
" _service of such consumers by FY-2026,

17 In light of the aforementioned provisions of NE Plan, the Authority, has decided to
gradually reduce the quantum of cross subsidization by the Industrial consumers in order
to make it cost reflective and major burden of cross subsidization i is being s}ufted towards
commercial and other res1denua.1 consumers (above cost of se.rvice)

18.  Whetherthe gecgﬂ-;__rg targgg ag_gl_p; m op, fgr bad debt as proudﬂ in pe Qﬁon is justified?

18.1. The. Petii:loner on the issue submitted that HAZECQ is pursuing the recovery of arrears
from its consumers but due to the worst law and order situation the recovery campaign is
affected. Adiinistrative & Political obligations do not allow the Petitioner to take severe
action' against the defaulters. Moreover, disconnection creates law and order situation. in
terms of road blockade; blast of transmission towers and attacks on HAZECO staff, Grid
Stations and offices. Accordingly, provision for doubtful debts is made on the basis of
agein g {'ormula agreed with the Atiditors and approved by BoD PESCO in its 75th meeting.
Acmal pro\nsmn fm Y 20”2-"23 was Rs. 356 million & Rs. 545 mx]llon for FY 2023—24

18.2, ‘I‘he Peuuonel a]so prowded the follomng recovery p]an

Recovery__]_z_ag

v 'Prompt bﬂlmg o
_Recording Correct Meter Reading

Delivery of bills in time.
: 'ReCan:lhanon of bﬂlmg disputes with Govt: agenmes
N unely debit of Audit Notes

Prompt dl.sconnecnon of runmng defau.lter consamer

Instalfation of ABC cables on high loss feeders i in ordef to control theft of energy &
to make effective disconnection so- that defaulter consumers may be compelled to

< "'\' *\,:<; LR

- make payment of arrears.

< -

Out of court settlernent of disputed cases.

Recovery. throughi HAZECO Police from defaulters.

v" Kuli Xdchehri on weekly basis are being held o circle Jevel to redress the genuine
grievances of the consumers on the spot and to recover the outstanding dues from
the defaulters,

N
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v Combing of feeders is being carried out through HAZECO field formations in their
respective areas aiming at removal of direct hooks, replacement of sluggish and
defective meters, proper meterization and accurate billing through MMR system so
as to eliminate theft of energy, bring the defaulter as well as un-registered consumers

. in billing network and to recover the legitimate arrears of HAZECQO.

v Posting of Recovery Magistrate for recovery of outstanding arrears.

v Recovery under Land Revenue Act, by Tehsildar Recovery Officer,

The Petitioner shared the following detail of provisions:

Supply of Power Business
Description 2023-24 | 2024-25 2025—26
ra? . Audited | Prov. . Proj.
Recovery %age, . 99% 93% 94%
As sales %age 0).7% 0.7% 0.6%
Provision of Bad debts (Min. Re.} | 545.00 556.00 " | 567.00
% Increase/ Decrease . 2% 2%

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 pravisional basis, subject to fulfillment of the laid down
criteria, but since no XWDISCO was able to actually write-off any amount, the
prpynslongﬂy allowed z_lmounts of write-offs were adjusted back.

The Authority- although inidally allowed recovery loss to K-Electric, however,
subsequently in the matter of Motion for Leave for Review filed by various stakeholders
including the MoE (PD) itself, and the CPPA-G, the Authority decided not to ailow any
upfront recovery loss and only a capped amont of writc-offs was allowed to X-Electric,
subject to fulfiliment of the prescribed criteria.

Tor ready reference the grounds taken by the MoE (PD), and the CPPA-G in thelr MLRs
in the-matter of KE's MYT FY 2024-30 are reproduced below; :

v Allowing of a recovery loss trajectory, effectively transfers the financial burden of
' DISCO inefficiencies onto paying consumers, thereby penalizing compliant customers
while subsu-hzmg 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 Tariff Rules.

v Clause 5.3.2 of the NE Policy envlsages that "umely 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,” I

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 sectotr. Clause

6.1.3 of the NI Policy reinforces that the NE Plan shall serve as the Jmplementatlon

tool for achieving policy goals.

v Consequently, the Authority is legally obhgated under Sections 7(2)(1a). 14A(5), and
31(1) of Lhe NIEPRA. Act to ahgn tariff detentinations with the NE Plan and apply its
prescriptions "uniformly t to all DISCOs. If this practice of allowing recovery loss is
extended sector-wide, the projected annual buzdert would rise ta Rs, 26rbﬂhon,

L)



. Determination of the Authority in the matear of Tariff Perition

ul b’
%ﬂﬂﬁﬂé ' of HAZECO for Supply of Power Turiff for the FY 2025-26
AT '

potentially accurnulating to Rs.1,500 billion over seven years. Such a development
would jeopardize the finuncial sustainability of the power sector and run contrary to
the goals of tariff rationalization and reform-based efficiency. '

v The Act mandates the Authority to allow only prudently incurred costs and any in-
efficiencies on the part of utility company eannot considered as prudent cost and
should not be allowed.

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 compames
engaged in providing electric power sexvices 1s duly protected in aceardance with the
principles of transparency and impartiality; and (b) it shall be gu.{ded by r.'ne NE Policy,
the NE Plan ‘and the guidelines of the Federal Government. '

v Recmrery shortfall (f any) be met by way of application of principles of write-off,
subject to falfilment of specified criteria for such write-off of bad debts, in line with
industry practices and procedures in other regulatory jurisdictions, which shall duly
protect the interests of the consumers and companies engaged in providing electric
power services and would be consistent with the NE Policy and the NE Plan,

18,7. The Authority while deciding the MLR of the MoE (PD) and CPPA-G in the matter of

s MYT, also construed that since the MoE (PD) is actively pursuing privatization of

other XWDISCOs, so_the submissions made. by the Mol (PD) in its Motlons for not

allowing any up-front recovery loss,- may be construed as a policy decision, meaning
thereby that similar treatment will be offered to.other DISCOs. :

188. In view of the Above discussion and the fact that allowing recovery loss allowance
effectively wansfers the financial burden of DISCQ's.inefficiencies onto the paying
consumers or on the national exchequer through-subsidies; the Authoerity has decided not
to allow any upfront recovery loss to the Petitioner. Accordingly, HAZECO's tariff is being
determined on the-basis of 100% zecovery target. HAZECO; however, will be allowed to
claim write-offs upto 1% of allowed reyenue requirement for the Y 2025—26 after

- fulfillment of the given criteris, to be considered as maximum.cap.

13

Criteria for claiming actual write-offs

;." ‘Actual write- ~offs, if any, against private consumers oﬁly, pertaining to billing made
" during the'current MYT period ie. FY 2026-30, after fulfilment of the following
“criteria subject to maximum cap 8s provided above, The claim shall be verified by third

party/auditor, based on the following criteria; - -

"The clalm shall be apphcable for the default amount of & permanently disconnected
i consumert that may not be recovered through all eEForts possﬂ:le o

T e, -

. ‘The age of such nen-recovery is over three (3) years. -

iff. The amount of write off shall be claitied against connections given as per CSMand
- other applicable docuriénts, duly supported by CNICs.

iv. “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
aforemennoned cntena and submll: it to the Authonty for its approval The

QM
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19,

191,

19.2,

0.

20,1.

20.2,

21.

211,
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Authomy may while granting approval alter, mod:fy oradd to the write- off pohcy,
1n jts sole dlscretlon

vi, Peuuoner s BOD shall approve all write-oft claims in accordance vnth the
Authority's approved write-off policy. The Petiioner's BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authority’s approved wxite-off policy. The terms of references (TORs) for third
party / auditor verification of write-offs shall be prepared by Petitioner and shall be
approved by the Authority. The Authority, may while gra.nnng 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- OE
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.

M&MWM@M
seryice temto;y of ECO or othe

The Petitioner during the hearing su‘omltted that Tariff terms and conditions as applicable
in other DISCOs can be applicable in the service territory of HAZECO up to the extent of
the nature of the component of the tariff and context therein. ,

The Auithority noted that considering the uniform taxiff regime across the Country, the
Taxiff tertns & conditions are applicable in other DISCOs shall also be applicable in the
territory of HAZECO Accordmgly, the apphcable tariff Terms & Conditions are attached
lerewith the instant decision, . - : - ‘

MMMMMMLI

Although DISCOs miade ‘their subrhissions on this issue, however, the Authorify noted that
BISCOs were riot able to fully comprehend the issue.

The Authority understands that sharihg 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
eté, therefore, rio 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 the DISCO and consumers equally,

Upfcont Indexation/adjustment for the period July 2026 to December 2026

The MoE (PD) vide letter dated 18.08.2025, submitted that NEPRA determines the
consurier-end aziff for KWDISCOS and K- ﬁlecmc in accordance with Section 31 of the
Repulation of Generation, Transmission and Distribution of Electric Power Act, 1997 (the
Act), read with Rule 17 of the NEPRA (Tariff Standards and Procedure) Rules, 1998, 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.Tn accordance
with the NEPRA (Tariff Standards and Procedure). Rules, 1998 read with Part’5 of the
NEPRA Determmatmn of Consumer-end Tariff (Methodology & Process) Gmdelmes,
2915 the DlStI'lbulan Companies (DISCQOs) are required to initiate the * tariff
determination process by submitting their minimum filing requireraents by January 3ix

L MST
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of cach year. The submission is followed by Authority's internal meetings, public hearing,
tariff determination and hotification by the Government. Keeping in view the recent
annual tariff determinations, the rebasing is notified by the Federal Government in the
month of July, each year with effect from 1* July.

The MoE (PD) further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months, This increase in tatiff coupled with higher consumption leads to
significant hike in the consumer electricity bills of summer months which in tum results
in unaffordability, public dissatisfaction and nationwide protests in the couniry, The issue
can be strearlined if the timing of anmial rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariff increase 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 revisit the "Guidelines for Determination 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 MoE (PD) 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 regulai‘ory framework in a way that the rebasing is notified with
effect from 1# January, each year, after conipletion of all régulatory proceedings. In this
regard, it is hlghhghted that NEPRA has already determined Power Purchase Price (PPP)
re['erences up to Iune 2026. Pro]ecuons for the remaining six months will be shared
subsequenrly

In hght of above and in exercise of powers under Section 31 of the Act, the Federal
Government issued the follpwing policy guidelines for implementation by NEPRA;

"NEPRA shall revise the annual tariff determination process timelines by amending the
relevant legal and regulatory flamework (guidelines, rules dnd proceduures) to ensure that
annual rebasing is notfied with efféct ffom fan uary It of each year, after completion of alf
regulatory proceedings.” . - Co

HAZECO also vide letter dated 20,10, D025 submitted that the MoE (PD) vide letter dated
16.10.2025, has conveyed that the Federal Government has approved the revision of the
annual tariff determination’ schedule, makmg it effective from 1¢ January cach'year. The
Authority has already determined the Power Purchase Price (PPP) references up to June
2026, accordingly, it is submitted that the references for the remaining peried up to
December 2026 may also be determined, in line with the above-mentioned directives.

HAZYCO further étated that it Has already submitted its Tariff Petitions for FY 2025-26
and the decision of the Authority is awaited. HAZECO accordingly requested 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 discussed during the hearing, and the Petitioner requested the following
costs on account of interim indexation for the 06 months period from Jul: 26 to Dec. 26;
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Rs. i Million
D o Requested for| (Julto Dec
SSCHPLOR | ¥Y 2025-26 | .2026)
Salaries, Wages & Othar Benofits 3,154 1,587
Post Redrernent Benefies 3,780 1,819
Other O & M Costs 950 480
[Depreciation 831 415.50
Return on Rate Bage 3.028 1,514
Gross Distribution Margin 11,743 5,916
t Less: Othor Income {550} (270)
. {Net Distribution Margin 11,153 5,646 .
« . |Units to be Sold 2,303 1,239
" |Per Unit DM 4.86 4,56 7 ]

21.8. The Authority has considered the guidelines issued by the Federal Government regarding
tariff rebasing to be made effective from 1¢ Janvary, 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 during swmmer
manths; thus, adversely impacting DISCCs performance in terms of recoveries and losses.
However, even with re-basing in January, the overall billing impact for the consumers in
swmmer months would remain same, had the rebasing been made effective from July.
Nenetheless,iri light of NE Plan, SD 8 and the instant policy guidelines, the Authority has
completed -the consultation process for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology a.nd Process) 2015, and the same are now in the
process ol" notification.

21.9. l'url.her in hght of the instant policy gmdelmes the Authonty has determined the revised
Power _Purch_ase Price (PPP) references for the period from January 2026 to December
2026 through a separate decision. Pursuant thereto and keaping in view the request of the
Petitioner to also determine 1ar1ff for the period from July 1, 2026 to December 31, 2026,
in accordance with the revised annual rebasing tlmelules, the Authority has élso
determmed provlslonal revenue requirement of HAZECO for the penod from }uly 1, 2026
to December 31, 2026 as under , :

. Pay & Algwances . {Min. Rs.) 1,205
. , Posi Retirement Benafits (M. Ra) 4,085,
Repalr & Malntainance [Min. Ra} g1
-" Travellng sllowance - IMin. K| 1
vehicle malatenance . (Win. Ra 25 \
Other expenses Wn.Re) || 63
osmtost (. ey |1 2,485
Depriciation ~ - . [Min, Ra} 369
RORB : [Min. Re) 846
O.Income (8. R
Margln wilhout PYA’ [Min. Rs) i
21,10, For the purpose of rebasing for the pefmd from Jari to Dee, 2026, the amount recovered
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by the Petitioner, to Lhe extent of dlstnBu‘tgo;m an.d supply margin along-with PYA, from
Jiil-to Dée: 75, based on interim tariffailowed for the Y 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26, The recovered amount has been calculated
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by applying the Rs./kWh rate as per the interim tariff {to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025,

21.11. The adjusted revenue requifement so worked out for the peribd from Jan. to Jun, 26 has
beén 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.

21.12. Any under over recovery of the determained revenue requixement for the FY 2025-26,

~ based on the allowed regulatory targets in teims 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 determining the final revenue requirement
of the Petitioner for the F'Y 2026-27, . co

22. Qrder

221, Inviewdf Lhe discussion made in precedmg paragraphs and accountmg for the adjustments
dlscussed abnve, the allowed revenue requirement of the Petitioner, for the FY 2025—26
along-vnth upErcnt indexation/adjustment from July to Décember 2026 and Tariff table of
CY 2026 (January 2026 to December 2026), to the extent ‘of its Supply function is
sumimarized as under;

EAE

fhpuéns T

ab AL MYoh

Unlts Purchased = " - - « [Miw 3,004

Unils Sold M) 2,618

Units Lost {Miwn) 476

Unils Lost 5% 15.39%
i O . ‘ T . . . N B

Energy Charge
Lapacity Charge . .
Transmisslon chargesfMarket Fee .

Power Purchase Price
i Wiré Business
Power Purchase Price . e
'with Wire Buslnoss (Min. Rs) O
. Pay B Alowances, . o e || fMinRsY
A ol Refirement !!enef"ls“ | B, e
- Repalr & Malntainance .|| iMia Re)
T:aveling lowance [Mln, As)
vehicle malntenance Ml Red
* Other expenses (i Ry )
- O&M Cost y . M’ rsy |1 1,648 " . . 4,046
. Depricialion - . i Rs]
RORB™ - Win. Rs.]
Q.incarme : IMin. RE.)
Margin without PYA ]| e re RPN
Priér Year Adjusiment fMin. Rs]
Working Capital [Min. Rx.}
Total T {Mm. Rs.)
’ Revanue chulrament T¥in fis.)
A\mrsge Tasiff '(RxMKWh)

3
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222,

22.3.

224

22,5,
22.6.

227,
228,
229,

22.10.

22,11,

23,
28.1,
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The above assessment has been carried out based on the data/information provided by the
Petitioner, which the Authority believes is correct and based on facts. In case of any
deviation. / misrepresentation observed at a later. stage, the Petitioner shall be held
responsible for the consequences arising out, under NEPRA Act and the rules and
regulations made thereunder, Any consequential adjustment if required will be made
accordingly. -

The Patitioner is directed to submit its next tariff petition under the MYT regime by the
end of fuly 2026, and the monthly and quazterly adjustments as per the following time
lines; o

[ Pescripcin ][p-.mmﬁﬂ mm‘rs;mﬂm | T ey 1
The Anterisy, korping $a vice of sy aboonmd elowes qu?owhd-oe
Powet Potelme Price
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PPN P21 QB (Oumaly, w pur e s Qrmialy, (Mgt be fmbied by e Tecionay ot e s
: Fzrs ek te 8 pated of OF By o2 Ormiale bk

Sisrely, o pm B pmevrd Qurely  |Regeettabe Pamaded by e Fottiee e oo tha
Cxpacine Chr tev adyiurzoent magkanos Sod &1 07 Doy oz Carneshr bl

Meqaes b3 be Fembled by the Preivrer vor ey dhay
i bal,

1 peried ¢fOF Cevy ¢

Trrz=biie LOSC L MIF = et

Por 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
applicable documents.

The Petitioner is directed to ensure separate disclosute of each item in itg audlted ﬁnanmal
statéménts as mentioned in the dctermmanon -

The Petitioner is dlso directed to ensure breakup of itg Operatmg cost in lerms of
Distribution and Supply function separately in its audited ﬁnanc:lal sl:atements

The Petitioner is responsible to prowde sexvice w'lthm its ‘service temtory on a non-
discriminatory basis to all the consumers who meet the eligibility criteria Jaid doym by
the Authority and make its system available for operation by any othey licensee, consistent
with applicable instructions established by the system operator.

The Petitioner shall follow the pe.rformance standards laid down by the Authority for
distribution and wansmission of electric power, including safety, health and
environmental protection instructions issued by the Authonty or any agency of the
I"ederal or Provmmal Government '

The Petitioner shall ensure to develop, maintain and pubhc:ly make available, its
investment program for sahsﬁﬂng itsservice obhgauons and acqmnng and selling its assets.

The Petitioner sha]l dlsconnecl: the provision of electric power to a consumer for default
In payment of power charges ortoa consumer who is mvolved in theft of electnc power
on the request of Licensce,

The Petltmnm shall comply with, all the e}usnng or-future apphcable Rules, Regulanons,
orders of the Authority and other applicable documents as issued from time to time.

Summary of Direction
The Authority hereby directs'the Petitioner to;




il,

iii.

iv.

24,

25,

i
e ———

Determination of the Autherity in the matter of Tariff Petition
of HAZECO for Supply of Posver Teriff for the FY 2025-26

To provide the reconciled date of sales mix for last 3 years with its reported revenue

" gs per audited-financial statements.

To provide comprehensive reconciliation of PYA allowed under different heads for at
least last 3 years with the revenue reported in audited accounts,

To provide the amount of IDG 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 conswmers, domestic consumers
(consuming up-to 300 units) and Agriculture consumers, reconciled with PITC and
submit such reconciliation Lo the Authority every year. - '

To provide a certification from its Auditors that Repair and Maintenance expenditure
does not include any CAPEX nature item :

The Determination of the Authority, is hereby intimated to the Federal Government for.
fling of uniform tariff application in terms of section 31 of the Regulation of Generation,
Transmission and Distribution of Electrie Power Act, 1997,

The instént determination of the Authority along-with order part and Annexures, be also
notificd in ferms ‘of Section 31 of the Repulation of Generation, Transmission and
Distribution of Electric Power Act, 1997, whlle noufymg the umform tariff apphcatmn

dec151on of‘ the Aulhomy

AU"rHoRrrY '

O Qg b askn

AmmaAhmed T Engr MagsSod Anwar Khan
Member ... Member
\Ibw
Waseem Mukhtar

Chairman | -
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Annex-I

FUEL PRICE ADJUSTMENT MECHANISM

Actnal varfation in fuel cost component against the reference fuel cost component for the
corresponding months will be determined according to the following formula

Iuel Price variation = Actual Fuel Cost Component - Reference Fuel Cost Component

Where:
Fue] Price variation is the difference between actual and reference firel cost component
Actual fuel cost component is the fuel cost component in the pool price on which the

DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracts, in a particular montl; 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. q(
Ak L
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Annex-~I-A

QUARTERLY ADJUSTMENT MECGHANISM

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 (ay)= a (excluding Fuel eost)~ ave cluding Fuel co;
‘Where;

PPPacay s 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.

PPPRecovared) 35 the amownt re:covered based on reference rate in Rs./kWh, excluding
fuel cost, as per the tariff determination that remained notified during the period.

[mpact g' f T&D losses on Fg;g
= Monthly FCA allowedreawnx Actval units Purchase x % T&D losses

‘Where;

Montbly FCA allowed (raavh 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. QA A A
. AR R _

Y -



Hazara Electrigity Supply Company (HAZECC}
Estimated Sales Revenue on ihe Easls of New Tariff
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Annex-¥

TERMS AND CONDITIONS OF TARIFF
(FOR SUPPLY OF ELECTRIC POWER TO CONSUMERS BY LICENSEES)
PART-I

GENERAY DEFINITIONS

The Company, for the purposes of these terms and conditions means HAZECO engaged in
the business of distribution/supply of electricity within the territory mentioned in the
licence granted to it for this purpose.

1. “Month or Billing Period”, unless otherwise defined for any partcular 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 consurner exceeds the number of
days in a calendar month, the total consumption should be prorated to match the
number of days in that ealendar month for determining the applicable slab rate and
same be used for actual billing purpose.

2. “Minimum Charge”, means a charge to recover the costs for providing customer
service to consumers even if no enexgy is consumed during the month.

3. “Fixed Charge” means the part of sale rate in a two-part tariff to be recovered on the
basis of “Billing Demand” in kilowatt on monthly basis,

4. “Billing Demand” means the 25% of the sanction load or Actual maximum demend
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 maximun
demand recorded during preceding 60 months.

Provided further thet in case of new connections or consumers who have
renewed/revised their sanctioned load, the fixed chiarges will be charged on 25% of
the sanctioned load or actval maximum demand recorded in 8 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 sowrce fe, captive power, net
metering etc. the existing mechanism of fixed charges shall remain the same Le. the
259 of the sanctioned load or actusl maximum demand recorded in a month,

whichever is higher.

5. "Variable Charge" means the sale rate per kilowatt-hour (kWh) as a single rate ot part
of a two-part tariff applicable to the actual kWh consumed by the consumer during a
billing period.

6. “Maximum Demand” where applicable, means the maximum of the demand obtained
in any month measured over successive periods each of 30 minutes’ duration except in
the case of consumption related to Arc Furnaces, where "Maximuwm Demand” sball
mean the maximum of the demand obtained in any month measured over successive
periods each of 15 minutes’ duration.
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7. “Sanctioned Load” where applicable means the load in kilowatt as applied for by the
conswmer and allowed/authotized by the Company for usage by the consumer.

8. "Power Factor” means the ratio of kWh ro KVAh recorded during the month or the
ratio of kWh to the square xoot of sum of square of kWh and kVARh,.

9, Point of supply means metering point where electricity is delivered to the consumer.

10, Peak and Off Peak houxs for the application of Time Of Use (TOU) Tariff shall be the
following time periods in 2 day:

* PEAK TIMING QFF-PEAK TIMING
Dec to Feb (inclusive) 5PMto 9 PM Remaining 20 hours of the day
Mar to May {inclusive) 6 PMto 10 PM -do-
June to Aug (inclusive} 7 PMto 11 PM -do-
Sept to Nov (inclusive) 6 PMto 10 PM -do~

*To be duly adjusted in case of day light time saving

11. “Supply”, means the supply for single-phase/three-phase appliances inclusive of both
general and motive loads subject to the conditions that in case of connected or
sanctioned load 5 kW and above supply shall be given at three-phase,

12. “Consumer” as defined in NEPRA Act.

13. “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).

14. NTDC means the National Transmission and Despatch Company.
15. CPPA(G) means Central Power Purchasing Agency Guarantee Limited (CPPA)(G).

16. The “Authority” means “The National Eleciric Power Regulatory Authority (NEPRA)”
constituted under the Regulaton of Generation, Transmission and Distibuton of
Electric Power Act.

GENERAIL CONDITIONS

1. “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,

2. 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,
" & Late Payment Surcharge (LPS) of 5% may be levied for next three (03} days after the
due date and thereafter 10% LPS may be charged on the amount billed excluding
Govt, taxes and duties ete. In ¢ase bill is not served at least seven. days befoye the due
date then late payment surcharge will be levied after 7 day from the date of delivery
of bill.
3. The supply provided to the consumers shall not be available for resale.

4. In the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%. 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 corresponding to

one percent decrease in the power factor below 90%. q M n
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PART-IU
(Definitions and Conditions for supply of power specific to each consumer category)
A-1 RESIDENTIAL
Definition

“Life Line Consumer” means those residential consumers having single phase electric
connection with a sanctioned load wp to 1 kW,

The lifeline consamers to include residential Non-Time of Use (Non-ToU) consumers
having maximum of last twelve months and cutrent month's consumption <100 units;
two rates for < 50 and <100 units will continue,

“Protected consurners” mean Non-ToU residential consumers consuming < 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,
if) Places of worship,

2. Consumers having sanctioned load less than 5 kW shall be bﬂled on single-part kWh
rate Le. A—l(a) tariff.

3. Al new consumers having saucuonecl load 3 kW and above shall be provided T.O.U
mefering arrangement and shall be billed on the basis of taxiff A-1(b} as set out in the
Schedule of Tariff,

4. All existi.ng consumers hé';.r-ing sanctioned Ioad 5 KW and above shall be proﬁdéd
T.0.U metering arrangersent and converted to A~ 1(b) Tariff by the Company.

A2 COMMERCIAL

1, This rariff is applicable for supply to commercial offices and commercial
establishments sach as:

i) Shops/Flower Nurseries/Cold Storage
ii) Hotels, Hostels and Restaurants,
iti) h Pr._'t-rol_ Pumps and Service Statioms,
iv) . Compressed Natural Gas filling stations,
v) Private.Hospitals/Clinics/Dispensaries,
'vi) Piaces of I I]ntertmmnent, Cinemas, Theaters, Clubs;
Cvil) Guest Houseszest Houses,
viii})  Office of Lawyers, Solicitors, Law Associates and Consﬁltants ete.
%) Electric Vehicle Charging Stations (EVCS) .
2. Electric Vehicle Charging Stations shall be billed under A 2(d) tariff i, e, Rs/kWh for
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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 Stauon shall prmnde “chargmg service” to Electric

Vehicle sha vide in Ele Vehicle ]i riff
for BVCS caregory, phu in determi he rke force if. The

EVCS shall 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 shall be billed
under a Single-Part kWh rate A-2(a)

5. All existing consumers under tariff A-2 having sanctioned load 5 kW and above shall
be billed on A-2(b) tariff ¢ll such time that they are provided T.O.U metering
arrangement; thereafter such consumers shall be billed on T.0.U tariff A-2(c).

6. The existing and prospective consumers having load of 5 XW and above shall be
provided T.0.U metering arrangement and shall be billed under tariff A-2(c).

A-3  GENERAIL SERVICES
1. This tariff is applicable to;

i Approved religious and charitable institutdons

ii, Government and Senﬁ-Goverhment offices and Institutions

iii. G‘over.n.‘ment Hospitals and dispensaries

iv.  -Educstionalinstitutions -

v. - Water Supply schemes including water pumps and tube wells other than those

meant for the irrigation or reclamation of Agriculture Jand,
Consuruets under General Services (A-3) shall be billed on single-part kWh rate i.e.
. A-3(a) tariff,
B INDUSTRIAL SUPPLY
Definitions
1. “Industrial Supply” means the supply for bona fide industxial purposes in factories

including the supply required for the offices inside the premises and for normal
working of the industry

2. TFor the pu.rposes of application of this tariff an “Industry” means a bona fide
undertaking or establishment engaged in manufacmnng, 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 .
iiy Fish Hatcheries, fish farms, fish nurseries & Breeding Farms and
i) Software houses '

Conditions
. An induswial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connccnon is seasonal in nature .as-defined under Tariff-F, and he
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undertakes to abide by the terms and conditions of Taxiff-F and pays the difference of
security deposit rates previously deposited and those applicable to tariff-F at the time
of acceptance of option for seasonal tariff. Seasonal tariff will be applicable from the
date of commencement of the season, as specified by the customers at the time of
submitting the option for Tariff-F. Tariff-F consumers will have the option to convert

. to corresponding Regular Industrial Taxiff 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 PIHASE
1. This tariff is applicable for supply to Industries having sanctioned load upto 25 kW.

2. Consumers havmg sancuoned load upto 25 kW shall be billed on single-part kWh
I'ﬂtf.‘

3. Consumers under taxiff B-1 havmg 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 ,

4. 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).

B-2  SUPPLY AT 400 VOLIS

1. This ariff is apphcable for supply to Industnes having sanctioned load of more than
25 kW up to and inchading 500 kW,

2. All existing ensurners under tariff B-2 shall be provided T.0.U metering arrangement
by the Company and converted to B-2(b) Tariff.

3. All new applicants i.e, prospective consumers applying for séxrvice to the Company
shall be provided T.O.U metering arrangement and. charged. according to the
applicable T.Q.U tariff.

B-3. * SUPPLY AT 11kV AND 33 kV

1. This tariff is applicable for supply to Industries having sanctioned load of more than
500 kKW up-to and including 5 MW and also for Industries having sanctioned load of
500 kW or below who opt for xeceiving supply at 11 kV or 33 kV.

2. The consumers may be allowed extension of load beyond 5MW 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 consumer will bear 100% grid
shanng charges including transmission line charges and 100% cost of land
proportionate to load. While allowing extension i load, the DISCOs shall ensure that
n6 additional line losses are ineutred and additional Joss, if any, ‘shall be borne by the
respective consumers.

3. If, for any 'reason,‘ the meter reading date of a consumer is altered and the
acceleration/retaxdation 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 retavded 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. ‘

RN
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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 receive supply at 60 kV or 132kV and above,

2, If for any 1eason, 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 js accelerated or retarded by more than 4
days, the fixed charges shall be assessed on proportionate basis for the actual number
of days between the date of the old reading and the new reading,

3. If the Grid Staton 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
consamer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other
necessary equipment and apparatus if so-providéd and installed by the Company, The
recovery of cost of service connection shall be regulated by Eligibility Criteri4 laid
down by the Authonty read with CSM., '

4. Al B 4 Industrial Conswmers shall be billed on the bas:s of two-part T.Q.U tariff,
C - BULKSUPELY

“Bulk Supply” for the purpose of this Tariff, means the supply given at one point for
self-consumption to mix-load consumer not selling to any other consumer such as
residential, commermal tube-well and others,

General CDI!dJ_.tanS

If for any reason, the meter reading date of a conswmer is altered and the
accelération/retardation in the date is up to 4 days no notice will be taken of this
acceleration o retardation, But if the date is accelerated or retarded by more than 4
days the fixed charges shall be assessed on proporticnate basis for actual number of
days between the date of old zeading and the new reading.

C-I  SUPPFLY AT 400/230 VOLTS ‘ _ .
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1. This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 XW.

9. Consumeérs having sanctioned load less than 5 KW shall be billed on single-part kWh
rate i.e. C-I(a) tariff.

3. All new consumers having sanctioned load 5 KW and above shall be provided T.0.U
metering arrangement and shall be billed on the basis of Time-of-Use (T.0.U) tariff C-

1(c) given in the Schedule of Tariff,

4. AL the existing consumers governed by this tariff having sanctioned load 5 kW and
above shall be provided T,O.U metering arrangements,

C-2  SUPPLY AT 11 kV AND 33 kV

1, This tariff is applicable to consumers receiving supply at 11 kV or 33 kV at one-point
metering arrangement and having sdnctioned load of mare than 500 kW wp 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 consumer will bear 100% grid
sharing charges including transmission line charges and 100% cost of land
proportionate to load. Iowever, only such consumers be allowed extension of load
beyond SMW 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 conswmers,

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
systemn 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 Ehg1b111ry Criteria
laid down by the Authority read with C5M,

4. All new cansumers 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. Existing ¢onsumers 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 satisfacton and approval of the Company, an
independent grid stadon of his own inclnding Land, Building, Transformers, Circunit
Breakers and other necessary equipment and apparatus as part of the dedicated
dlsmbuuon system for receiving and controlling the supply, or, altexnatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other

N ol
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necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service conmection shall be regulated by Eligibility Criteria laid
down by the Authority read with CSM, :

3. BExisting consumers governed by this tariff shall be provided with T.O.U metering
arrangement and converted to C-3(b).

4. All new consumers shall be provided TOU metering arrangement and shall be billed
on the basis of tariff C-3(b) as set out in the Schedule of Tariff.

D AGRICULTURAL SUPFLY

“Agricultural Supply” means the supply for Lift lrrigation 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 Mfc irrigation pumps for the
irripation of agricultural land,

iif) Tube-wells meant for aqua-culture.

iv) Tube-wells installed in a dalry farm meant for cultivating crops as f'odder and for
upkecp 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 between 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 undcr this Tariff shall not be available to consumer using pumps for the
frrigation of parks, meadows, gardens, orchards, attached to ‘and forming part of the
residential, coramercial or industrial premises in which case the corresponding Tanff

. A-1, A-2 or Industrial Tariff B-1, B-2 shall be respecuvely applicable. '

D-1

1. This tariff is applicable to all Reclamation and ]jrainage Operaton pumping 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 havmg sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on thesbasis of Time-of- Use ('I‘ Q.U) tariff
D-1(b) given in the Schedule of Tariff.
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4. All the existing consumers having sanctioned load 5 XW and above shall be provided
T.Q.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 L.e, D-2(a) taxiff given in the Schedule of Tariff,

3. All new consumers having sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of- Use (T.O.U) tariff
D- 2{b) given in the Schedule of Tariff.

4, All the existing consumers having sanctioned load 5 kW and above shall be provided
T.O.U metering arrangements and shall be governed by D-2(a) till that time.

E-1 TEMPORARY RESIDENTIAY/COMMERCIAL SUPPLY

Tomporary Residential/Commercial Supply means a supply given to persons
temporarily on special occasions such as ceremontal, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions,
This also includes supply to touring cinemas and persons engaged in. construction of
house/buildings/plazas of single phase loads. A temporary electric power supply
connection for the construction shall be provided by Distribution company initialty
for a period of six months which is further extendable on three month basis up to
compledon of the specific job/project for which the temporary conmnection was
obtained. However, there is no minimum time period for provision of temporary
connection, The temporary connection for illumination, lighting, weddings, f‘estivals,
functions, exhlbmans, political gatherings or national and religions ceremonies, civil
or military functions etc., testing of industrial eqtupment or any other emergent
requirement of temporary nature, can. be provided for speelfic time period .not
exceeding two weeks. The sanctioning officer’ shall ensure that the temporary
connection will be utilized for temporary purpose on.ly : ~

Special Conditiuns 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 gwen by the Company without
first Obtaining security equal to “the anticipated supply charges and other
miscellaneotis charges for the period of temporary supply

E-2 TEMPORARY ]NDUSTRIAL SUPPLY

“Ternporary Industridl Supply” means the supply given to an Industry for the bonafide
purposes mentioned under the respective definitions of “Industrial Supply”, during
the construction phase prior to the commereial operation of the Tridustrial concern.

SPEctAL CONDI‘I‘IONS OF SUPPLY

1 Ordmarlly the supply under this Tariff shall not be given by the Company without
first obtaining ‘security equal to the antcipated supply  charges and other
miscellaneous charges for the period of temporary supply.
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2.

F

Normally, temporary connections shall be allowed for a period of 3 months, which
may be extended on three months basis subjeet to clearance of outstanding dues.

SEASONAT, INDUSTRIAL SUPPLY

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

Definitions
“Year” means gny period comprising twelve consecutive months,

1.

All “Definitions” and “Special Conditions of Supply” as laid down under the
cotresponding Industrial Tariffs shall also fonn part of this Tanff so far as they may be
relevant,

Sp ecial Conditions of Supply |

L
2,

10![3;\:._‘:6

This tariff is applicable to seasonal industry.

Tixed Chaxges per kilowatt per month under this tariff shall be levied at the rate of
125% of the corresponding regwlar Industiial Supply Tariff Rates and shall be
recovered only for the period that the séasonal industry actually runs subject to

. -minimum period of six consecutive months during any twelve consecutive manths.
The condition for recovery of Fixed Charges for a minimum period of six months shall

not, howaver, apply to the seasonal industries, which are connected to the Company’s
Supply System for the first timé during the couree ofa season

The consumets falling within the purview of tlns Tariff shall have the opuon to
change over to the corresponding industrial Supply Tariff, provided they undertake to

" abide by all the conditions and restricdions, 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 canbe
exercised at the time of obtaining 2 new connection or at the begmmng oI" the season
Once excrcmed the option will zemain in force or at least one year

All seasonal loads shall be dlsconnected from the Company's Supply System at the eud
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 runming the non-geasonal
part of his load {e.g.; lights, fans, tube-wells, etc.) throughout the year, he shall have
to bring out separate circuits for such load so as to enable installation of separate
meters for each rype of load and charging the same at the relevant Tariff.

Where a. “Seasonal Supply” consumer does not come forward to have.his seasonai
industry re-connccied 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'temoved after expiry of 60 days of the date of commencement of season
previously specified by the consumer at the time of his obtaining new connection/re-
connection. However, at least ten clear days motice in writing undex reg'lstered post
shall be necessary to be given fo the consumer bef'ore removal of service line and




equiprent 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 consurner for any season during whicki he does not come
forward to have hJs seasonal zndustry re- connected with the Companys Supply

System.
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" reans a calendar month or a part thereof in excess of 15 days.
Special Conditions of Supply )7 -
The supply under-this Tariff shall be used exclu,swely for pubhc lighting installed
on roads or premises used by General Public.

H  RESIDENTIAL COLONIES ATTACHED TO INDUSTRIES

This tariff is applicable for one-point supply to residential colonies attached to the
industrial supply consumers having their own distribution ﬁsmhtles

Deﬁmtlons

“One Pomt Supply” for the purpose of this Tariff, means the supply given by one
point to Industrdal Supply Consumers for general and domestic consumption in
the residential colonies atrached to their factory premises for a load of 5 Kilowatts

- and above, The purpose is further distribution to various persons residing in the
attached residential colonies and also for perimeter hghnng in the attached
residential colomes

“General and Domestic Consuraption”, for the purpose of this Tariff, means
consumption for lamps, fans, domestic applications, including heated, cookers,
radiatérs, air-conditioners, refrigerators and domestic tube-wel]s

“Residential Calony” attached to the Industeial Supply Consumer, means a group
- of houses annexed with the factory premises constructed solely for residential
purpose of the bonafide employees of the factor)r, the establishment or the factory
owners o partners, ete, c .

Special Cpndmo_ns 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 taxiff means supply of power in bulk to Railways for Railway
Traction only.
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9 National Electric Power Regulatory Authority

Eﬂm 4 L) .
&Elfm 92 Islamic Republic of Pakistan
e & pat’ | 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/R/ADG(Tariff) TRE-100/CPPAG/(f -3 —76 January 07, 2026

Subject:  Decision of the Authority in the matter of request filed by Central Power Purclasing
Agency (Guarantee) Limifed (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 Annexure I, I}
& T (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 I, [l & III 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, [997. The instant Decision
alongwith Annex-1, 11 & 1[I attached with the Decision be also notified in terms of Seetion 31 of the NEPRA

Act, while notifying the uniform tariff application decision of the Authority.
Qi Jerwiau

Enclosure: As above
(Wasim Answar 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, Islamabad

3. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited (CPPA-G), Shaheen
Plaza, 73-West, Fazl-e-Haq Road, [slamabad
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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 K-
Electric in accordance with Secton 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. It was further submitted that the latest rebasing was notified on July 1,
2025. 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 (FCAs)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 consumpdon, 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, ir 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;
NEFRA 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 potified with effect fom January ¥ 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 Forecastfor 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 conduet 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 assumptions 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 meﬂqédology 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
CEQ- 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
Secretary, 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
Authority, vide dated 7t October 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 synopsxs of PPP forecast for CY 2026 was presented by CPPA-G:

'Scenano Demand
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19.3. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electrcity 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 K-Electric are presented in the tables

below:

Feb-26 . 5903 5,950 '
Mar-25 7,263 7310
Apr-26 3,270 9,408
May-26 11,517 11,688
fun-26 12,630 12,817
Jul-26 12,809 12,599
Aug-26 12,799 12,939
- Sepe-26 11,499 11,669
Oce-26” [, 9281 | 9419

Apr-25 930 974
May26 | . 1072 | 1098
Jun26 1,184 1214
Jul-26 1,265 1296
Aug:26 1,265 125
Sept26 | . 1224, | . 135
O |° 1078 - 1,10
Nov-26 | 967 592
Dec26 777 797

19.4. CPPA-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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During the hearing, CPPA-G explained that indent (water release) forecasts are
inherently uncertain and, therefore, cannot be predicted with precision. In view of such
variability, CPPA-G submitted that the adoption of extreme hydrology assumption may
not be prudent for the purposes of PPP forecasting, Furthermore, the Indus River System
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
imigation  requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches.

Tuel 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 i incorporates
assumptions for normal fuel prices, based on reputable data sources to ensure accuracy and
relevance, For imported fuels, price assumptions are based on market data 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
Ceal Coal Coal Thar

Years | Gas | Bremt | API-4 | 1013 | 104 | €2 | pvo f"gm HSD

RSB?[?{ §$/Barrel| $/MTon | $/MTon | $/MTon | $/MTon | $/MTon Rs:’II’\.'{‘I‘ Rs/Litre

Jan-26 1,225 67 84.6 58 30.7 18.6 461 5209 276,81
Feb-26 | 1,225 67 84.6 58 | 307 18.6 461 5209 276.81
Mar-26 | 1,225 67 8.6 58 30.7 18.4 461 5209 276,81 -
Apr-26 | 1,225 &7 84.6 - 58 30.7 18.6 461 5209 276.81
May-26 | 1,225 67 84.6 S8 30,7 18.6 461 5209 276.81
Jun-26 | 1,225 | 67 84.6 58 | 307 18.6 461 5209 276.81
Jul-26 1,225 67 - 84.6 58 30.7 18.6 461 5470 276.81
Avg-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 1 27581

Sept-26 | 1,225 67 ‘846 58 30.7 18.6 461 5470 276.81
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 84.6 58 30.7 18.6 461 5470 | 276.81

Addidonally, for the assessment of PPP references under high fuel price scenario, a 5%
escalation in fuel prices, including imported coal, RLNG, and RFO, above the baseline
assumptions has been. incorporated into the analysis. The scenario with low fisel prices
takes into account a 5% reduction in the firel price during the horizon,

Econometric Parameters

With respect to key macroeconomic parameters, projections have been developed for,
inter alia, SOFR, KIBOR, U.S, inflation, and domestic inflation, The inflation data for the
United States and Pakistan has been sourced from the IMF's World Economic Outlook
report, To estimate KTBOR and SOFR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics.
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Qther Assymptions;
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 (fanuary & February), 3,600 MW for Winter (November &
December}, and 5,000 MW for Sunmer 2026 (following the commissioning
of Lahore North), as per the Normal Operation arrangement of the $CS
Strategy Table provided by M/s NARIL

* RLNG Offtake: The mandatory 50% offtake under contractual obligations for
RLNG has been 2ssumed in this dispatch plan.

* RLNG and RFO Projections: These are based on assumed demand scenarios.
However, actual fuel 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 impoxted coal.

+ Future Projects: fncorpprated 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 vartous national and international repoxts
to determine the assumptions used in the setting of reference (PPP).

ast for CY 2026;

.%;':1‘5 0."" B

Sold to DISCOS Gwh 125,822 125,822 127,815 125,822 125,832

T 99369 ) 1,024,501 ) 10B3008]  LOIL6R2 947,268

Fuel Co RS | 794 814 80 .20 769
ot 53,100 51,001 57,04 50,106 30,106
: R kWh 040 031 070 040 0.4

B 3 e 1074608 | 20ena | iser]  LoTieR 1.971,600
Copcity Charges Rs JEWh 15469 1607 15.45 15.69 15.69
, _ Miln Rs 30L1T7 | 2097663 | B0i8.853 | 3056380 5591594

Pasver Purelase Price {Exe. Tramsify oo 401 2.6 785 e 7,78
Transmission « MOF Chasges’ RsfKWh 191 T Lot 183 1.91 131

10
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What methndqlgg)z‘ has been”g;lc'apted r allocation of peneration o DISCO

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 allocation 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 determination.

In view of the above, the allocation of GPP to DISCOs continue on non-coincidental
basis, For this, the larest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs. During hearing, no DISCO objected either 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: -

v Mr. Rehan Javed, a comnientator, expressed reservations regarding the accuracy and
reliability of the data presented by CPPA-G. He submitted that, during the recent
quarterly adjustment hearing for XWDISCQOs 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 reflective of ground realiries,

¥ 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 taxiff.

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 coniracts, 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 2035-26. '

¥ Mr, Barry further submitted that electricity demand js unlikely to increase in the
future due to high tariffs, increasing consumer shift toward solar solutions, and the
continued closure of industzial units.

v Mr. Aamir Sheikh, a commentator, submitted that in the previous Tebasing exercise,
an exchange rate of PKR: 290/USD had been used, as it aligned with the rate
incorporated. in the Federal Government’s annual budget. He requested that the

g
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Power Purchase Price Forecast for CY 2026

The Authority notes that vide its decision dated 23.06.2025, a demand growth assumption
of 2.8% has been approved for the period up to June 2026, However, based on the actual
dara reported up to October 2025, the Authority observes that the projected growth has
not materialized to the extent previously anticipated, indicating the need to rationalize
the growth assumption used in the PPP forecast. Further, the Authority, vide decision
dated 09.12.2025, als6 approved the incremental consumption package for industrial and
agricultural consumers which may also stimulate electricity demand.

In 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 genetation segment, which constitute over 85% of the total cost of
power sector. With devaluation of PKR against U.S. dollar, cost in local currency
increases, potentially leading to higher elecuricity prices for consumers, therefore,
accwate 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.300/USD to Rs.310/JSD, based on historical
trends and forward-locking assumptions. While such analysis provides useful sensitivity,
hoswever, 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 révised PPP projection under Scenario-1 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 fuel prices for both imported as well as local fuels, the Authority considers the
projections made by CPPA-G under normal futel 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.2, 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/projecred generation along-with estimated cost of electricity generation
for the CY 2026 is approved as under;

14
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around 32% of the total projected PPP. The Natonal Average Power Purchase Price
(NAPPP) works out as Rs.25.3%/kWh and the National Average Energy Purchase Price
(NAEPP} works out as Rs.8.13/kWh. The generation cost is transferred to the DISCOs as
per the prescribed 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 firel 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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