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

NOTIFICATION

S.R.0O. 44(1)/2026. - In pursuance of section 31 of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of 1997),
the Federal Government is pleased to direct that the following further amendments
shall be made in its notification No. S.R.O. 375(1)/2018 dated the 22nd day of March,

2018 as amended from time to time, namely:-

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

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

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







National Eiectric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East}), G-5/1, Islamabad.
Tel: +92-51-0206500, Fax: +92-51-2600026
Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

Registrar

No. NEPRA/R/ADG(Trf)/TRF-100/ /00 ¥ 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 RULF 17 OF NEPRA (TARIFF STANDARD
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-Tand Cis intimated to the Federal Govcmment for notification
in ferins of Section 31(7) of the Act,

Subject:

2. Further, the Federal Government while notifying the instant Decision, shall also notify the individual
Decistons of the Authority issued in the matter of each XWDISCO along w1th Decmon of‘ Power Purchase
Price (PPP) Forecast for the CY 2026 dated 07 01 2026 '

Enclosure; As above

(Was:m Anwar Bhinder)

Secrefary,

Ministry of Energy (Power Division),

‘AT Block, Pak Secretariat,

Islamabad

Copy to:
Secretary, Mr. Shehriyar Abbasi,
Ministry of Finance, Deputy Secretary
'Q' Block, Pak Secretariat, Cabinet Division,
Islamabad Cabinet Secretariat, [slamabad
Secretary, Secretary,
Energy Department, Energy Department,
Government of Pun_;ab Government of Sindh,

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

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

Secrefary,

Energy and Power Department,

Government of Khyber Pakhtunkhwa,

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

Sccrefary,

Energy Department,
Government of Balochistan,

Civil Secretariat, Zarghoon Road,
Quetta, -

Secretary,
Water & Power,

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

Chief Executive Oﬁ'icer,
Ceatral Power Purchasing Agency Guarantee
;,zm,IPd (CPPA-Q), Shaheen Plaza, 73-West,

1 Pdateel -Haq Road,
-Isiamabad
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECQO), 426/A, PMA Link Road,
Jinnahabad Abbottabad _

‘Chiéf Executive Officer,
Sukkur Electric Power Company Ltd. (SEPCQ),

SEPCO Headquarters, Old Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (KEL),

KE House, Punjab Chowrangi,, ;.
39 — B, Sunset Boulevard, Phase-I1,

Defence Housing Authority, Karachi

Chlef Executive Officer,

. Hyderabad Electric Supply Company Ltd. (HESCO),

WAPDA Water Wing Complex, Hussainabad,
Hyderabad

Chief Executive Officer,

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

Chief Executive Officer,

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

Chief Executive Officer,

Istamabad Electric Supply Company Ltd. (IESCO),
Street No. 40, G-7/4,

Islamabad

Chief Executive Ofﬁcer,

Faisalabad Electric Supply Company Ltd: (FESCO)
Abdullahpur, Canal Bank Road, '
Faisalabad

Chief Executive Officer, _
Guj'ranwala'EIectric Power Company Ltd.
(GEPCO), 565/A, Model Town G.T, Road,
Gujranwala

Chief Executive Oﬁ;lcer,
Lahore Electric Supply Company Ltd. (LESCO),

22-A, Queen’s Road, Lahore

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

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

Multan
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Section 7 and 31 of NEFRA Act 1997 read with Rule 17 of NEPRA (Tariff standards

§ Decision of the Authority fé;gard*hg motion filed by Federal Government under
and procedure) Rules, 1998 with respect to recommendation of Consumer end tariff

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

Authority, for CY 2026, is reproduced hereunder;
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2. The said decisions were intimated to the Federal Government, for filing of the uniform tariff
application, in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (hereinafter, “the Act”). The Federal Government was
also requested to notify these decisions in terms of Section 31 of the NEPRA Act, while
notifying the uniform tariff application decision of the Authority. '

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 consumer end tariff for XWDISCOs and K-Electric for the CY 2026,
under section 7 & 31 of the Act, read with Rule 17 of the NEPRA Tariff (Standards and

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

4.  The Mok (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

-I/f.o



Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards

L’ "‘) L} . -
g“%§ Deciston of the Authority regarding motion filed by Federal Government under
‘g% 3 and procedure} Rules, 1998 with respect to recommnendation of Consumer end tariff’

sector' apd under Clause 5.6.4 stites that in due ¢ourse, financial self-sustainability will
eliminate the need for Government subsidies (except for any subsidies for lifeline, industry or
agriculture consumers, as per prevailing Government considerations). The Policy further states
that in view of various parameters, including (a) the socio-economic objectives; (b} budgetary
targets in field; and (c) recommendations of the Regulator with respect to consumer-end tariff
for each State-Owned Distribution company, the Government may continue to propose
uniform tariff across the consumers and regions. In pursuance thereto, the Regulator shall, in
consumer interest, determine a uniform tariff (inclusive of quarterly adjustments) for all the

State-Owmned 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 intex
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 determined by the Authority for XWDISCOs (owned 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 TFederal 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-Owned 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. The same has been also submitted for approval
of the Federal Government and in anticipation of the approval, the same is submitted to the
Authority for consideration in terms of the provisions of the Act.

In light of the above, instant Motion has been filed by the 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 consuiners 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 (1)/2019 as modified from time to time.
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15.

16.

The Authority, in order to provide a fair 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 uploa&ed 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 public were also
present during the hearing, o

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

The MoE (PD) presented: the following comparison of PPP (excluding UoSC) and its break-up
in terms of EPP and CPP over-the years. '
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It was explained that over the years, determined unit sales haye gone down from 113 bkWh in
FY 2023 to projected 101 bkWh in CY 2026, primarily due to influx of solar net metering and
off-grid solar. The capacity of net metering and off-grid solar has increased to 6,539 MW and
12,629 MW (as per the study carried out by PPMC) respectively, which has an impact of
around Rs.3.5/kWh on grid rates. . ]
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Determined Unlt Sold {Blkwh)

i | Net-Metering Solar | 6,539 MW
|| Off-Grid Sofar 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 MoE (PD) also submitted that despite this change in sales mix, the Federal Government
has decided to maintain the existing applicable tariff for each category of consumers, and out of
total determined revenue requirement of Rs,3,379 billion, an amount of Rs.248 billion, would

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

v Selective and Dlscr]mmatory Application of Base Tariff Reduction

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

v Excessive and Unsustainable Industrial Cross-Sﬁbsidy

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




([ Decision of the Autbodty n‘egardmg motion filed by Federal Government under
g! g. Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards
Dt g 4L and procedure} Rules, 1998 with respect (o recommendation of Consumer end tariff

v" Misuse of Uniform Tariff Concept

v

\/

v

/

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. Continutous 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 BB;, 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.

Absence of Demand-Side Strategy

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 hollowing will continue.

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

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

Mr. Aamir Sheikh, Mr. Rehan Javed; Mr. Asim Riaz, and Mr. Arif B1lwa.m 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 sunultaneously reducing the fiscal burden of subsidies

borne by 'the I"ederal Government _
M. Arif Bllwam also- requested that the peak and Off-peak rates should be abohshed to the
extent of industry.

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

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

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

v’ Selective and Discriminatory Application of Base Tariff Reduction

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

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

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

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

v/ Misuse of Uniform Tariff Concept

The uniform tariff is designed to ensure national tariff equity and 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 tariff 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 growth of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being
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Sectfon 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEFRA (Tariff standards
and procedure) Rules, 1998 with respect to recommendation of Copsumer end tariff

%ﬂ&&ﬁl Decision of the Authority regarding motion fled by Federal Government under
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23.

24,

25.

26.

27.

implemented, including an incremental incentive package aimed at enhancing demand and
optimizing the utilization of surplus capacity. ’
The Authority has thoroughly examined the submissions made in the Motion, comments of the

stakeholders and available record and noted that as per the section 31(4) of the Act, the
Authority has been mandated to determine a uniform taxiff as reproduced below;

31 Tarlf - (4) Subject to sub-sections (2) and (3), the Authority shall, on the basis of uniform
tariff application, determine a uniform teriff for public sector lcensees, engaged in supply of
electric power to consumers, In the consumer’s interest.

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

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

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

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

objection in approving the Motion.

In view of the aforementioned discussion, the Authority has determined uniform tariff as
required under section 31(4) of the Act, which is attached herewith as Annex-A & A-I. The
Uniform Tariff so determined by the Authority includes impact of PYA of Rs.71.572 billion, to
be passed on in a period of twelve months from the date of notification of the instant decision.
Therefore, after a period of one year from the date of notification of the instant decision, the
uniform tariff after excluding the impact of PYA is attached herewith as Annex-B & B-I, which
would become applicable. For K-Electric, the applicable 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
as prior year adjustment. Therefore, in line with section 31(3)(a) which statés thsil_: tariffs should
allow licensee the recovery of any and all costs prudently incurred to meet the demonstrated
needs of their ¢ustomers, it would be appropriate to charge the tariff with effect from 1r
Ianua.ry for the relevant yéar. The Aul:honty thus, agrees with the Tequest of the MoE (PD) to

apply the tariff w.e.f. 01.01.2026.




Decision of the Authordty regarding motion Bled by Federsl Government under

ey
%ﬂﬁam§ Sectlon 7 and 31 of NEPRA Act 2997 read with Rule 17 of NEFRA (Tarff standards
Xl and procedure) Rules, 1998 with respect to recommendation of Consumer end tariff

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

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

mony W ![ 'y

Engr. Magsood Anwar Khan

Amina Ahmed -
- Member : _ Member
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Waseem Mulkhtar
Chairman
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Annex-C

( GoP Applicable Schedule of Tariff for K-Electric Consumers !
=—e——-— QoP Applicable Uniform --------~---
Fixed Charges| Fixed Charges | Variable Charges
(Rs/Con/M) | (Rs/KW/M) (Bs./kWh)
A-] General Supply Tariff ~ Residential
Upto 50 Units (Lifeline) - - 3.95
50-100 Units (Lifeline) - - 7.74
1-100 units (Protected) - - 10.54
101-200 unies (Protecred) - - 13,01
1-100 units - - 2244
101-200 unies - - 2851
201-300 unlts - - 33.10
301-400 unles 200 - 37.9%
401-500 units 400 - 40.20
501-600 units 600 - 41.62
601-700 units 800 - 42.76
Above 700 units 1,000 - 47.69
.| Time of Use
Peak 1,000 - 46,85
Off-Peak - 40.53
E-1 (i} Temporary Residential 2,000 - 57.94
A-Z General Supply Tariff - Commercial
For sanctioned load less than 5kW 1,000 - 37.44
For sanctioned load SkW & Above - 1,250 39.76
Peik - - - 43.82
- Oft-Peak - 1,250 35.15
E-1 (ii) Temporary Comraerclal 5,000 - 53.44
Electric Vehicle Charging Station {EVCS) - - 23.57
|A3 General Services 11 1,000 | - | 42.48 |
B - Industrial Supply Taxiff
- |B-1 less than 5kW / 25 kW {at 400/230 volts) 1,000 - 30.80
Peak 1,000 - 36.74
Qff-Peak - - 30.05
B-2 5~500 KW 7 25-500 kW (at 400 volts) - 1,250 30.73
. Peak - - 36.68
" * Off-Peak - - 1,250 27.41
B-3 for all Joads upto 500kW (at 11, 33kV) . 1,250 31.00
Peak - - 35.68
~ Off-Peak - 1,250 28.24
B-4 for all loads (at 66kV, 132kV and above) - 1,250 30.43
Peak - - 36.68
Off-Peak - 1,250 27.96
B-5 for all loads (at 220kV & above) 7
Peak - - " 3668
Off-Peak - 1,250 27.13
5,000 - 42.25

B-2 (i) Temporary Induserial

U]



Annex-C

l GoP Applicable Schedule of Tariff for K-Electrlc Consumers

—mmmameemen GOP  Applicable Uniform ~-----=--~ -

Fixed Charges| Fixed Chazges | Varlable Cherges
(Rs/Con/M) | (Bs/KW/M) {Bs./KWh)
C -~ Bulk Supply Tariff
C-1 For supply at 400/230 Volts
a) Sanctioned load Jass than SkW 000 - 43,39
b) Sanctioned load 5kW and upto S00KW - 1,250 40,63
Peak - - 46.31 |
Off-Pezk - 1,250 3754
-2 For supply at 11,33kV upto and 1nclud1ng SOOOkW - 1,250 40.57
Peak - - 46,31
Off-Peak - 1,250 136,03
C-3 For supply at 132 kV and above upto and including 5000kW - 1,250 4077
Peak - - 4631
Of-Peak - 1,250 35.76
E~2 (ji) Temporary Bulk Supply
{a) at 400Volts 5,000 - 46.06
(b} ax 11kV 5.000 - 46.06
D - Agriculture Tariff -
D-1 For all loads - 400 23.90
I>-2 For all loads - Time of Use ’ -
Pesk - - 29,54
Off-Peak - 400 2869
-t -sub-total -
G- Publie I.ightl.ug .
[Strect Lighting 11! 2,000 | -] 42:91 |
" H- Restdentta] Colonies y
L 2,000 | -] 4210 |

|Resldenﬂhl Colanles attached to Industrial Premises

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

‘Electric prepaid consumers,




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

No. NEPRA/TRF-634/HESCO-Distribution/2025/ 35 G — 4] Janvary 07, 2026

SUBJECT: DIETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED (HESCO)
FOR DETERMINATION OF DISTRIBUTION TARIFF UNDER MYT REGIME
FOR THE IY 2025-26 TQ IFY 2(29-30

Please find enclosed herewith the subject Determination of the Authority (total 31 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 Blectric Power Act, 1997, while notifying the uniform tariff application decision of the

Authority.
Enclosure: As above WW W

(Wasim Anwar Bhinder)

Secretary

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

Copy to:

. Secretary, Ministry of Finance, ‘Q' Block, Pak Secretariat, Islamabad

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

. Secretary, Irrigation & Power Deptt. , Govt, of Sindh, Sindh Sectt, No. 2, Tughliq House Karachi

. Managing Director, National Grid Company (NGC) of Pakistan, 414 WAPDA House,

Shaharah-g-avid-e-Azam, Lahore

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

6. Chief Executive Officer, Hyderabad Electric Supply Company Limited (HESCO), WAPDA Offices
Complex, Hussainabad, Hyderabad

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

Road, Sector H-8/1, Islamabad
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v Determination of the Authority in the matter of MYT Petition
%ﬂﬂﬂﬁi} of HESGO for Distribution Teriffunder the MYT Regime

o
Pt e e

Natlonal Electric Power Regulatory Authority
(NEFRA)

PETITION NO: NEPRA/TRF-634/HESCO-MYT/Distribution- 2025

DETERMINATION OF DISTRIBUTION OF POWER TARIFF PETTTION
FOR
HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED (HESCO)
FOR THE FY 2025-26—FY 2029-30
UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES ~ 1998

Islamabad
Janwey o 2026
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Derermination of the Authority in the matter of MYT Petition

’{h?’\;ﬁ' of HESCO for Distribution Teriffunder the MYT Regime
B 08
Abbreviations

CpGenCap The summation of the capacity cost in respect of all Cl?Gencos for a billing period

minus the amount of liquidated damages received during the months

ADRB Asjan 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

COSS Cost of Service Study

CPPA(G) Central Power Purchasing Agency Guarantee Limited
CTBCM Competitive Trading Bilateral Contract Market

CWIP Closing Work in Progress

DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company

DM Distribution Margin

DOP Distribution of Power

LELR Energy Loss Reduction

ERC Energy Regulatory Comnission

ERT Enterprise resource planning

FCA Fuel Charges Adjustment

FY Financial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

U Hand Held Unit

HT/LT High Tension/Low Tension

HSD High Speed Diesel

1GTDP Integrated Generation Transmission and Distribution Plan
TESCO Islamabad Electric Supply Company Limited

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

Kv Kilo Volt

kW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power

MVA Mega Volt Amp

2]Page




Determinstion of the Antherity in the matter of MYT Petition

gﬁ'ﬂg& of HESCO for Distribution Teriffunder the MYT Regime
MW Mepa Watt

NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre

NTDC Nationzl Transmission & Despatch Company
0O&M Operation and Maintenance

OGRA. Oil and Gas Regulatory Authority

PEPCO Pakistan Electric Supply Company

HESCO Hyderabad Electric Supply Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distrdbution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Priox Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RTO Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

Rol Return on Equity

RORDB Return on Rate Base

ROR Rate of Return

SBP State Bank of Pakistan

SOT Schedule of Tariff

STG Secondary Transmission Grid

YT Single Year Tariff

T&D Transmission and Distribution

TI'C 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
UOSC Use of System Charges

WACC Weighted average cost of capital

WAPDA ‘Water and Power Development Authority
XWDISCO | Ex~-WAPDA Distribution Company

3iPage
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w2 Determination of the Authority fn the matter of MYT Petition
ey  GFHESCO for Distribution Thitffunder the MYT Regime

[ ot

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETTTION FILED BY
HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED (HESCO) FOR
DETERMINATION OF DISTRIBUTION TARIFF UNDER MYT REGIME FOR THE FY
2025-26 TO FY 2028-30

CASE NO, NEPRA/TRF-634/HESCO-MYT/Distribution- 2025

PETTITIONER

Hyderabad Electzic Supply Company Limited (HESCO), HESCO Headquarters, WAPDA
Complex, Hussainabad, Hyderabad,

INTERVENER
Nil

COMMENTATOR
Nil

REPRESENTATION

HESCO was represented by its Chief Executive Officer along-with its Technical and Financial
teams. '
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Determination of the Authority in the matter of MYT Petition
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{E‘nspmj,g of HISCO for Distribution Teriffunder the MYT Regime
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Background

The Autherity awarded a Multi-Year Tariff (MYT) to Hyderabad Electric Supply Company
(HESCO), for a period of five years starting from 1 July 2021 till 30* June 2025. Upon expiry
of its MYT on 30.06.2025, HESCO (hereinafter also called as “the Petitioner™), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate taviff petitions for the
determination ofits Distribution and Supply of Electric Power Tariff under the MYT Regime
for another period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of Rule 3 (1)
of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules™),

HESCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses. However, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D losses. FIESCO also
requested for grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing
of consumer-end tariff effective July 1, 2025, as considerable time would be required to
finalize the MYT petitions. The Authority acceded with the request of HESCO and granted
an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26, subject to adjustment
and/ or refund, based on the final determination of the Authority in the matter of MYT
petitions of the Petitioner.

The Petitioner, inter alia, requested the following distribution margin for its distribution of
power functon for the five years control period;

Pay & Allowances Rs. Min 8,347 8,885 9,250 9,652 16,003
Post-Retiroment Benefit Rs. Min 8,728 4,601 10.561 11.617 12,779
MNew Hiring Rs. Min 1,264 1,608 1,973 2,354 2,741
Repair and Maintenance Rs. Min 2,365 2,411 2700 | 3,028 3,400
Trave onses Rs. Min 36% g5 424 ‘iiﬁ 5i3
Vehick eqgenses Rs. Min 650 571 456 545 600
Othor exponse Rs. Min _ 950 974 1,005 1,105 1,221
PM vssistance Package Rs, Min 473 520 572 620 £92
Totel Q&M Casts Rs. Mla 23,146 24,952 26,981 29,357 32,029
Depreciation Ra, Min 3,096 4,105 _4.801 5,394 5919
Retwm on Rate Base Rs. Min 5,050 9,284 11,511 12,945 14,033
Gross Distribution Mergin Rs, Miln 32262 38,341 43,293 47,736 51,991
[Loss: Other Income Rs. i {1,259) (1.182) {1,242) (1.228) {1,217)
ot Distributlon Margin Rs. Min 31,008 37,159 42,051 46 508 50,774
Projected Sales GWh 4,006 4,300 4,606 4,688 4.784
{Requested Tariff Rs,/kWh 7.74 8.64 9.13 9.52 10.61
Proceedings

In texms 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 to conduct a hearing in the matter.

Hearing in the matter was scheduled on November 05, 2025, for which notice of admission
/ hearing along-with 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 parties.
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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 energy purchases and sales are justified?

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

ili.  Whether there should be any bifurcation of O&M on the basis of controllable and
uncontrollable costs?

iv. Whether the requested/projected amount under heads of Other Income,
Deprecations, PM assistance package and RORB based on WACC of 12% is justified?

v.  What will be adjustment mechanism for future indexation of different components of
revemue requirement during the MYT? Whether there should any efficiency factor (X

Factor)?
vi.  Whether there will be any claw back mechanism or not?

vii.  Whether the concerns raised by the intervener/ commentator if any are justified?

vili.  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 under;

Whether the projacted energy purchases and sales are justified?

The Petitioner, in its petition submitted that Power Purchase projections;
Axverage tariff for tariff control period for HESCOQ in PKR/kwh

Detail 2025-26[2026-27 2027-28{2028-29:2023-30
Total Units Purchase (GWh) 5,409 | 5,693 | 5,975 | 6,027 | 6,093
Total Units Sale (GWh) 4,006 | 4,300 | 4,606 | 4,688 | 4,784
T&D Losses (%) 25,949%]24.47%|22.919%§22.21%|21.49%

The Petitioner during hearing submitted that the projected energy purchases and sales
submitted by HESCO are realistic, data-backed, and fully justified, The projections have
been developed based on a comprehensive Power Market Survey (PMS) Report-2024
carxied-out by HESCO in closed coordination with NGC / ISMO, which considers historical
consumption teends, category-wise growth, system constraints, and future demand drivers
across all divisions. :

The Power Market Survey (PMS) - 2024 is as under;

bt &
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Sale Forecast for FY 2024-25 3,849 GWh
Agtual Sale 3,916 GWh
Differenca : 67 GWh (Increase in Sale)
%Age Deviation 1.7%

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

* 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.

6.  Whether the requested MYT for a control period of five yeaxs is justified?

6.1. The Petitioner submitted that the petition has been filed in accordance with. the Rule 3(1)
and Rule 4(7) of the Rules and NEPRA Performance Standards (Distribution) Rules 2003.
As per Rule 17 (3) (1) of the Rules, tariff should allow that licensee the recovery of any and
all costs prudently incurred to meet the demonstrated needs of their consumers. The
Petitioner also submitted that it has filed Investment Plan and assessment of T&D losses for
a period of five years, which are under deliberation with the Authority.

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

7. Whather the requested/project &M cost (including negr hiring) is justifie t are
the basis for such projections?
8. ther there_shoul ifurcation of O (o) is_of ¢ le_an

uncontroliable costs?

8.1. The Petitioner in its petition submitted following projections;

Operating and Maintenance Cost Breakup (PXR million)
2025-2612026-2712027-28|2028-29)2029-30
Pay and allowances 8367 | 8207 | 9273 9,678 | 10,121
Post-retirement benefits 8728 I 9,601 | 10561 [ 11,617 | 12,779
Pay and allow: now hiring | 1,264 | 1,605 [ 1,973 | 2,354 | 2,741
Repair and maintepance 2365 1 2411 | 2,700 | 3.028 | 3400

‘Cravelling allowance 369 383 424 466 513
Vehicle maintenance 650 571 496 546 600
Cther eupenses - 950 974 1,005 1,105 1,221
PM assistance package 455 501 551 606 666
Total 23,148 { 24,955 | 26,983 | 29,400 | 32,042
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84.

8.5.

36.

8.7.

Plan for Additional Hiring
The Petitioner company is a staff deficient company and planning to hire the employees for
" its smooth operation and achieve efficiency.

The following is the year wise plan of hiring along with costs:

Summary of new Hiriog
Detail 2025-26 | 2026-27 | 2027-28 | 2028-29 { 2029-30
Tentative | Tentative | Tentative | Tentative | Tentative
Number of Employees (A+B) 7.126 6,907 6,688 6,504 6,309
A= |Qualified Professionals 312 304 301 290 282
Engincers 231 227 228 223 218
Others 81 77 73 67 64
R~ |Staff 6,814 6,603 6,387 6,214 6,027
Technical 3,804 3,719 3,630 3,560 3,485
Clerical 604 578 560 536 512
Non-Technical 2,406 2,306 2,197 2,118 2,030

Basic pay, allowances and employee benefits

The Petitioner submitted that pay & allowances for FY 2025-26 have been estimated based
on the Company’s present strength. Pay & allowances and employee benefits including
retirement benefits constitute a major portion of the Petitioner's O&M expenses.

Retirement benefits

The Petitioner submitted that it has created a separate fund for the retirement benefits for
all employees of supply as well as for distribution business, which needs to bi-furcate in
detail through an actuarial, For the purpose of this petition the retirement liabilities have
been bi-furcated proportionately on the basis of Basic pay and projected on the basis of CPL

Post-retirement Benefits break-up in PKR million

Head of Account FY26 FY27 FYa28 FY29 FY30

Pension 7.405.41 | 8,145.95 | 8,960.55 | 9,856.61 | 10,842.27

Free electricity (retired) | 270.67 | 297.74 327.51 360.27 396.29

Medical 732.64 | 805.91 886.5 975,15 | '1,072.66

Leave Encashment 319.56 | 351.51 386.67 425,33 467.87
Total 8,728.29|9,601.02|10,561,23]11,617.35]|12,779.03

NEPRA is requested to allow the above gross amount of retirement benefits in tariff for the
tariff period,

Repairs and maintenance

The R&M expenses have been calculated at 4% for FY 2025-26 and 3% for the FY 2026-27
to 2029-30 of niet fixed assets at the end of the year. Inlight of the above NEPRA is requested
to allow the Company the following repairs and maintenance expense for the period
FY2025-26 to FY2029-30.

Financial Year 5025-26 12026-27 |2027-28 |2028-29 [2029-30
R&M expenses (Rs. it |, 54 09 |5 410,95 |2,700.18 [3,027.96 3,400.07
Million)

§[Page
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Yehicle running Txpenses
The Vehicle running expenses have been calculated on base year and indexed as per CPL,
NEPRA is requested to allow the Petitioner the vehicle expense for the period FY2025-26

to FY2029-30 as requested,
Financizl Year 2025-26 |2026-27 |2027-28 [2028-29 12028-30

Vebicle expenses (Rs. in | o000 [57100 |496.10 [s4572  [600.29
Million})

Travelling and Other operating expenses
Travelling expenses are paid to employees in lieu of discharge of duty out of head quarter.
These expenses are necessary and company is liable to pay as per travelling rules of the

company.

Financial Year 2025-26 [2026-27 |2027-28 |2028-29 [2029-30
Traveling expenses (Rs. |00 o |agsgo 42892 |466.32 [512.95
in Million)

Other Expenses

Other expenses of the Petitioner are almost fixed in nature like building rent, collection
expenses, stationery and supplies, legal fees, software license fees, NEPRA license fees, tariff
petition fees, photo state expenses, audit fees ete. while collection expenses and software
license fee are linked to growth in the Petitioner’s customers, NEPRA license fees is
computed on the basis of the mechanism preseribed by NEPRA and projected annual
demand of electricity. All other expenses are increased by CPI during the entire tariff period.

F¥inancial Year 2025-26 {2026-27 |2027-28 {2028-29 |2029-30
Other expenses (Rs. in
Million)

950.48 (973.53 |1,004.88 |1,105.37 |1,221.36

Regarding bifurcation of O8M expenses into controllable and uncontrollable components
is justified. However, such bifurcation should be applied uniformly across all DISCOs
under a standardized methodology developed and approved by the Authority to enswre
consistency and comparability.

At present, HESCO’s Q&M projections are prepared on a functional cost basis (e.g.
maintenance, establishment, adrainistrative, and consumer services), following NEPRA’s
existing reporting formats. Nevertheless, HESCO acknowledges the need for gradual
transition toward performance-linked cost classification.

However, in the absence of a uniform framework, any unilateral bifurcation may lead to
inconsistencies in cross-DISCO comparison. Therefore, HESCO recommends that NEPRA
may issue standardized definitions and cost segregation criteria, to be uniformly adepted
by all DISCOs. '

Gontrolleble Semi-Controllable ‘Uncontrollable

Repair & Maintenance Stora / Materfal Costs Salaries, Wages & Other Benefits
Vehicle Running Expenses Electricity & Water Charges Provision for Retired Benafits
‘Travelling Expenses Communication / Postage / Intermet

Other Expenses Lagal & Professional Fees

BN
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Efficiency Factor (X-Factor):

8.14. The Petitioner submitted that it is already struggling to achieve NEPRAs existing T&D

8,15,

8.16.
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8.18,

8.19.

8.20.
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losses and recovery targets, despite continuous operational efforts and implementation of
the Distribution Investment Plan (DIP). The expected improvements under DIP are
primarily focused on loss reduction and reliability enhancement, which will automatically
yield measurable efficiency pains during the control period, Therefore, applying a separate
X-Factor in addition to these existing performance targets would result in double counting

of efficiency expectations.
In view thereof, the head wise assessment of the Petitioner under each of the requested
casts is as discussed hereunder.

The Authority observed that as per section 31(3) of NEPRA Act, following general

guidelines shall be applicable to the Authority in the determination, modification or revision
of rates, charges and terms and conditions for provision of electric power services;

v’ () tariffs should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tariff,”

V' (b) tarifis should generally be calcu/ated by including a depreciation charge and a rate
of return on the capital investment of each licensee commensurate to that earned by
other Investments of comparable rsk;

V' (¢) tarif® should allow licensees a rate ofretun which promotes continued reasonable
Investment in egquipment and ficilities for improved and efficient service;

v’ (d} tarifft should include a mechanism to allow licensees a benefit from and penalties
for failure to achieve the efficiencies in the cost of providing the service and the
quality of service;”

Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multi~year tariff regime or annual
raxiff regime. “Base Year" has been defined as the year on which the annual or multiyear
tariff projection is being made, which may be a historical financial year, for which the
actual resulis/audited accounts are available, [t may be a combination of actual results and
projected results for the same financial year or it may be a pure projection of a future
financial year.

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

Considering the fact that the MYT has been filed for a period of five years i.e. from FY
2025-26 to FY 2029-30, and the cost for the FY 2025-26 i.e, test year, is being assessed as
reference cost during the MYT control period, the Authority has decided to consider the
costs as per the Audited/ provisional accounts of the Petitioner for FY 2024-25 as base year.

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

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

Salaries, Wages and Other benefits (excluding post-retivement

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 Budget is also applicable on the employees
of XWDISCOs. Therefore, salaries & wages cost of employees can be considered as un-
controllable cost for XWDISCOs as long as they remain in public sector.

Considering the fact that the cost for the ¥Y 2025-26 is being assessed, which would be used
as reference during the MYT control period, the Authority has taken into consideration the
costs as per the accounts of the Petitioner for the FY 2024-25, and information shared by
the Petilioner subsequently in this regard. The Authority is of the view that since the
previous MYT of the Petitioner has ended on 30,06.2025, therefore, it would be appropriate
to account for the actual cost of the base year while projecting Salaries, Wages and Other
benefits for the FY 2025-26, as any gain/loss of the previous MYT control period may not be
carried forward in the new MYT.

The actual total cost as provided by the Petitioner for the FY 2024-25, under Salarles &
Wages (excluding postretirement benefits, discussed separately) is Rs.9,225 million. The said
amount has been considered as base cost and increases as approved by the Federal
Government on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hoc
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e. 5% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding postretirement benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs. 10,483 million.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as per
the adjustment mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Functions, therefore, for
the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
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Thus, the cost of Salaries, Wages and other benefits {excluding postretirement benefits) for
the FY 2025-26 pertaining to the Distribution function works out as Rs.9,156 million,

The assessed Salaries 8 ‘Wages costs for the FY 2025-26 ie. Rs.9,156 million, shall be
considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant
determination,

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

Additionsl Recruitment snd Outsourcing

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

Post-Retirement Benefits

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

Here it is pertinent to mention that the Authority in the previous MYT of HESCO, keeping
in view it’s operational performance, in terms of T&D losses and recovery, considered that
allowing provision for post-retirement benefits instead of actual payments, would not be in
the interest of the consumers as any additional amount over & above the actual payments,
would be eaten-up by the inefficiencies of the Petitioner and the Petitioner would not be
able to deposit the excess amount in the Fund, Hence, the Petitioner was allowed actual
payments only, however, if the Petitioner still manages to deposit any additional amount in
the Fund, the Authority may consider to allow the same as PYA in the subsequent
adjustment request.
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The operational performance of HESCO over the last three years has remained stagnant in
rerms of recovery and T&D losses and remained well above the targets allowed by the

Autharity.

In view of the aforementioned and keeping in view the request of the Petitioner, the
Authority has decided to allow post-retirement benefits for the FY 2025-26, keeping in view
the actual payments as per the Audited/ provisional accounts of the Petitioner for the FY
2024-25, and the request of the Petitioner for the FY 2025-26, Accordingly, the cost of post-
retirement benefits being allowed to the Petitioners for the FY' 2025-26, works out as
Rs.5,703million, for both its distribution and Supply functions.

Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in texms of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in terms of Distribution and Supply
functions, the criteria as adopted by the Petitioner has been tised. Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Distribution function works
out as Rs.5,187 million.

Repair & Maintenance Costs

The Authority has carefully examined the Petitioner's request and also analyzed the past
trend of R&M expenses of the Petitioner. The Authority understands that the adherence to
service standards and improvement of customer services is only possible through continuous
repair and maintenance of distribution network, however, at the same time the Petitioner
has also requested for huge CAPEX for making additional investment in Fixed Assets,
resulting in new, expensive and efficient equipment, leading to overall reduction in R&M
cost and increasing the total Assets base. In addition to aforementioned discussion, the
Petitioner's request of annual adjustinent in this regard is against the very sprit of multiyear
tariff regime, The Authority also is of the view that since the previous MYT of the Petitioner '
has ended on 30.06.2025, therefore, it would be appropriate to account for the actual cost of
the base year while projecting O&M expenses and other Misc, expenses for the FY 2025-26,
as any gain/loss of the previous MYT control period may not be carried forwaxd in the new
MYT.

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.2,258 million under R&M head, for the FY
2025-26, after incorporating the inflationary iinpact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply functions.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
{n terms of Distribution and Supply Functions, therefore, for the purpose-of allocation of
total cost of R&M costs in texms of Distribution and Supply Functions, the criteria as adopted
by the Petitioner has been used. Accordingly, the cost of R&M for the FY 2025-26 pertaining
to the Distribution function works out as Rs.2,210 million,

The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.2,210 million, shall be
considered as the reference cost for working out future repair and maintenance expenses, in
the remaining control period as per the adjustment mechanism prescribed in the instant

determination. g P o
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It is pertinent to note that, under the R&M head, expenditures relating to office buildings,
11 ¥V disoibution lines, distribution transformers, and meters have exhibited a significant
upward trend upon review of historical data. Accordingly, the Petitioner is directed to
submnit, within three (03) months of issuance of this decision, a certification confirming that
no capital-expenditure (capex) items have been booked under O&M expenses. In the event
of non-compliance, the assessed R&M expenses for FY 2025-26 and onward period shall be
revised downward in subsequent tariff adjustment/indexation proceedings. Any difference
between the revised assessed amount and the amount allowed under the instant
determination shall be adjusted through PYA, and all future indexations shall be carried out
on the basis of the revised figures,

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

Petitioner, based on such disclosure/certification,
Other O&M Expenses

The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the
tariff control period, Here it is pertinent to mention that the Petitioner itself has requested
that other O8M expenses, except vehicle running expenses, may be linked with CPI during
the entire tariff control period. Accordingly, for assessment of Other O&M costs fox the FY
2025-26, the Authority, keeping in view the cost as per the audited accounts of the
Petitioner for the FY 2024-25, and incorporating therein inflationary impact, has decided to
allow an amount of Rs.1,981 million to the Petitioner for the FY 202526, The said amount
of Rs, 1,981 million is being allowed for both the Distribution and Supply of Power function.
for the FY 2025-26.

Sinee 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 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 OM expenses
for the FY 2025-26 pertaining to the distribution function warks out as Rs. 1,283 million.

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

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

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

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

PPMC Fee

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

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

The Authority noted that the National Electricity Plan allows the designated entity to
charge a regulatory fee, which shall be allowed by the Regulator. The Authority also noted
that previously the Authority discontinued the PEPCO fee in the absence of appropriate
structure in place, The Authority also takes cognizance of the SRO dated 29.07.2025, 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,

However, the Authority is of the view that it would be in a better position to adjudicate the
matter, once the DISCOs provide details of the actual costs incurred and the functions/
services performed as designated entity for DISCOs and others, duly substantiated with
documentary evidence and 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 documentary
evidence, along with fulfillment of the process prescribed in the SRO No. 1358(I)/2025.

On the submissions of the Petitioner, to allow certain costs as uncontrollable, the Authority
noted that as per the approved tariff methodology, Power Purchase Price is the only
uncontrollable cost which is allowed a pass-through item, However, considering the fact

S e
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that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Federal Government in Fiscal Budget is also applicable
on such employees/ pensioners of XWDISCOs, Therefore, salaries & wages cost and pension
expenses to the extent of such employees can be considered as un-controllable cost for

XWDISCOs as long as they remain in public sector.

Whether the requested/projected smount under heeds of Other Income, Deprecations, PM
mssistance package and RORB based on WACG of 12% js justified?

Depreciation
Regrading Depreciation the Petitioner submitted that Depreciation is charged on written
down value (WDV) method. As per Petitioner’s company policy, building and civil works
are depreciated @ 2%, feeders and prids & equipment’s @ 3.5%, other plant/equipment
and vehicles @ 109%,

Description 2024-25{2025-26| 2026-27 | 2027-2812028-29(2023-30
Fixex! Asscts O/B 62,585 | 65,129 | 88,013 | 118,978 | 138,969 | 155,887
Additions /Deletion 2,545 | 22,883 | 30,965 | 19,990 | 16,918 | 14,907
Fixed Assors C/D 65,130 | 88.012 { 118,978 | 138,969 | 155,887 | 170,794
Accumulated Depreciation O/B -25,300 | -26,703 | -29,894 | -34,228 | -39,269 44,914
Depreciation for the year ~1,405 | -3,189 | -4334 | -5,040 | 5645 | -6,179
Accumulated depreciation (VB -26,705 | -29,89¢ | -34,228 | -39,268 § -44,914 ) -51,093
Net Book value 38,424 | 58,119 | 84,751 | 99,700 1110,973]115,701

The Authority noted that as per the Methodology, depreciation expense for the test year,
which in the instant case is FY 2025-26, will be determined by applying depreciation
charge on the Gross Fixed Assets in Operation, including new investment and will be
considered reference for the taxiff control period.

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 adjustrents pursuant to the final decision of the Authority in
matter of DIP of the Petitioner.

Rs. Min
| Provisional Capex! HESCO |
['Y 2025-26 8,096
Y 2026-27 6,326

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

Regarding the T&D Losses Target, the Authority has decided to provisionally approve the
following loss target:
[Provisional T&D Loss . | HESCO |

FY 2025-26 17.55%
Y 2026-27 17.55%
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The Petitioner 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 {0S) months of issuance 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 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

ES
(Failure to submit study) HESCO
FY 2025-26 8.30%
FY 2026-27 8.30%

The submitted T&D loss study by an independent third-party shall be considered by the
Authority for revision / firm up of T&D loss Targets for the applicable period in the next
rebasing of the tariff for DISCOs (January 2027) or mid-term (December 2027) review of
the DIP of the Petitioner, as the case may be,

MNot used

Not used

After taking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked, Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.1,834 million calculated on actual
depreciation rates for each category of Asseis as per the Company policy, which will be
considered as reference cost for working out future depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechenism provided in the instant
determination,

After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authority has projected
amortizadon of deferred credit to the tune of Rs.951 million for the FY 2023-26.
Accordingly, the consumers would bear net depreciation of Rs.883 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Funcdons, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the distribution
finction works out as Rs.1,833 miilion. .

RORB

The Regulatory Asset Base (RAB) is the gross fixed asset that is used in the distribution
activities of the Company. The return on rate base is calculated by applying the WACC on

ol S
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the RAB. The Company’s weighted average cost of capital is taken as 12.00%. Regulatory
asset base for 2025-26 to 2029-30 is shown in required forms.

Return on Rate amount in PKR million
Detail 2024.25|2025-26|2026-27| 2027-28 | 2028-29 | 2025-30
Fixed assets O/B 62,499 | 65,040 | 86,588 | 116,547 | 136,390 | 153,163
Addition 2,541 | 21,547 | 25,959 | 19,843 | 16,775 14,794
T'ixed assets C/B 65,040 | 86,588 | 115,547 136,390 | 153,165 | 167,959
Less: Depreciation -26,605 | -20,751 | -33,856 | -38,658 | ~44,052 | -49,971
Net fixed assets 38,345 | 56,837 | 82,691 | 97,732 |.109,113 | 117,988
WIPC/B 20,134 | 30,925 | 20,558 | 27,131 | 27,047 | 24,994
Fixed asset including WIP | 58,479 | 87.762 | 112,249 124,863 | 136,160 | 142,582
Less: Deferred credit -22,590 | -22,653 | -22,622 | -22,637 | -22,630 | -22,633
35,889 | 65,109 | 89,627 | 102,226 | 113,531 | 120,349
Regulatory Asset Base 35,318 | 55,863 | 76,700 | 94,705 | 107,840 { 115,911
WACC 12.00% | 12.00% | 12.00% | 12.00% | 12,00% | 12,00%
RORB 4,238 | 6,704 { 9,204 | 11,365.] 12,941 | 13,909

9.4, The Authority observed that as per Section 31(3} of the amended NEPRA Act, the

9.15.

9.16.
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following general guidelines shall be applicable to the Authority in the determination,
modification or revision of rates, charges and teris and conditions for provision of electric
power services;

(B} tarifis should generally be calculated by including a depreciation charge and a rate of
return on the capital investment of each licensee commensuarate to that eamned by other
investments of comparable risk;

(c) tarif shonld allow licensees a rate of return which promotes continued reasonable
Investinent in equipment and facilities 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 depreciation
charge in the revenue requirement of DISCOs, ‘

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

Cost of Equity;
Ke =Rr+ (Ru-Re} x B
Where;
Ry is the risk free Rate
Ru is the Market Return

B is Beta
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Th £ debt;
Kd = KIBOR + Spread
Accordingly, the WACC as per the given formula works pout as under;

WACC= ((Kex(E/V)+ Kdx (D/V))
Where I/V and I)/V are equity and debt xatios 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
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 rate, Generally, the return on stock market index is
taken as a measure of market rate of return. To have an appropriate measure of the market
rate of return, the Authority analyzed KSE-100 Index return, over a period of 10 years i.e,
FY 2016 to FY 2025. Further, return of different neighboring markets and other
international markets were also analyzed.

For risk free rate, the yield of 05 year PIB is considered. The weighted average yield of
accepted bids for 5 years PIB as of 17.07.2025 remained at 11.4916%, Regarding assessment
of beta, the Authority has considered the earlier studies in the matter, range of betas used
by international Regulators, and accordingly decided to use the beta of 1.10, while
assessing the RoE component,

By taking into account the aforementioned factors, the RoE of the Petitioner works out
differently, however, keeping in view the request of the Petitioner and the Authority’s
earlier decisions in the matter of other XWDISCOs and X-Electric, the Authority has
decided to allow RoE component of 14.47%, PXR based,

Regarding the cost of debt, it is the interest xate on which a company would get borrowing
from the debt market / commercial banks i,e, a rate at which banks lend to their customers.
In order to have a fair evaluation of the cost of 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 a spread
of 1.50% (750 basis points).

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

Cost of Equity;
Ke=14.47%
The cost of debt is;
Kd = 12.64%
WACC= ((Kex (E/ V) +(Kdx(D/V))
Where E/V and D/V aze equity and debt ratios respectively taken as 30% and 70%;
WACC = ((14.47% x 30%) + (12,64% % 70%))) = 13.19%
fatio
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924, Based on above and using WACC of 13.19% on RAB by including allowed investment for
the FY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as

under;

| HESCO |

Fixed Assets O/B 67,205 74,812
Additlon 7,807 8,564
Fixed Assals /B 74,812 03,576
Deprecialion 26,960 28,783
Mat Fixed Assels 47,852 54,562
Capilal WIP Cf8 57,018 £4,188
Fixed Assets Ine, YWIP 404,871 18,770
Less: Deferred Credils 22,312 24,425
Total 82,550 84,345
RAB 88,452
WACC 13.18%
RORB 11,666

9.25. The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Distribution function woxks out as Rs.1,1662
million.

9,26, The reference RoRB would be adjusted every Year based on the amount of RAB worked
out for the respective year after taking into account the amount of investment allowed for
that year as per the mechanism given in the instant determination.

9.27. In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than the
allowed {other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the 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 etc.

9.28. Here it is also pertinent to mention that the amount of receipts against deposit works has
been adjusted while working out the cost of working capital, therefore, no adjustment on
this account has been made from the RAB, In view thereof, any interest 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 faiture to disclose
such income separately, the entire interest income shall be adjusted as part of other
income.

929. 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

st
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the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR 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 consumers
annually, through PYA. In case of more than one loan, the saving with respect to the
spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself, Similazly,
if the Petitioner's total actual cost of debt remains lower than the cost allowed for the year,
the entire savings would alsc be passed onto the consumers annually, through PYA.

Other Income

Other income {s 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 bank deposits, sale of scxap, income from non-utility operations, commission on PTV
fees and miscellaneous income,

Since the other income would be trued up every year as per the mechanism provided in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs,1,913 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the
amount of late payment charges (LPS).

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 utlity 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.1,366 million.

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

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

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

The Petitioner requested following adjustment mechanism for MYT control period;
51, Ma, Deaceiptlon Indoaiion / Adjmrtment fesbanlic

Gove. Sy eroyes, Anmnl Inerevent,
L Lads Saburics, Wiger & Benedis will bt actusfiad hosed oo Avelited Floneb] Sotemant, ’

2 |Post-Rotronont Benefiis | Proviionss por Latest Avafabia Fianch] Stacenents.
3 __ |Other Q&M Coats Adueted every Year whh CPE [xi0r .
. ‘Theseferente RoRB would be ad[isicd mvry Yeaz breed an the amoum of RAB
wneked Cuw for the sespociive yor 2Miex pakiog fuo soroum the 3mou of
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Indexation of O&NM cost components
10.2. Salaries & Wages and Post-retirement Benefits; Considering the fact that employees of
XWDISCOs are hired on Government pay scales, and any salary increase announced by
the Federal Government in the Federal Budget is applicable on the employees of the
Petitloner, therefore, being un-controllable cost, the Salaxies & Wages and benefits, would
be actualized, based on the audited accounts of the Petitioner for the relevant year for jts
existing employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustment request or
taziff determination as the case may be. _
Adjustmont Mochanism - Salaries, Wages & Orhor Benafits

Revited Salries, Wages & Other Bencfits Expenses  w Ref, Selaries, Wapes & Other Benafits x [ 14(GoF Increase or GPI))

The allowed Salaries, Wages & Other Benefits may be considered s reference cost for furure adjustment.

‘The Authority may consider to allow GoP increase tilf the time the DISCOs remain in public sector, otherwlse CPI
indexation many allowed if DISCOs get privatized.

The ellowed smount sholl be pctualized bosed on Audited nceounts for the relevent year , considering the some oz
uncontrollsble cost on pate of XWDISCOs,

10.3. Considering the fact that the Petitioner is obligated to pay to its pensioners, the pension
increases announced by the Federal Government, therefore, being an un-controllable cost,
the post-retirement benefits would be actualized based on the audited accounts of the
Petitioner for the relevant year. The impact of any such adjustment would be allowed as
part of PYA in the next indexation/ adjustment request or tariff determination as the case

may be,
Adjustment Meehonjam - Actucl Post-retirement Henafits poyment
Revised Post-Rotirement Benelits = Ref, Pots-retirement Beuefits x { 14{GoP Increase ox GPI))

The allowid Post- Retirement Bonef may be conshdered a3 reference cost for [ure adjustment,
The Authority may consider to allow GoP fnercase till the time the DISCQOz remuin in public sector, otherwlie CPI

indexation may allowed if DISCOs get privatized.

The ollowed kmaount shall be retvalized bzsed on Audited sccounts for the refevant yeor , considering the same as
|uncontzollable.cost on pert of XWDISCOs,

10.4, Transportation/Vehicle Running expense portion of O8M cost
10.5.  The reference costs would be adjusted every Year with Transport index of NCPLThe
Adjustment mechanism would be as under;

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses (Ref.) x {1 + (Transport index of NCPI)])
10.6. Remaining O&M costs will be indexed every year according to the following formula:

The reference costs would be adjusted every Year with NCPI-X factor. The X factor would
be applicable from the 3% year of the MYT control period. The Adjustrnent mechanism

would be as under;

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

Where

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

bt
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= Reference O&M Expense for the Reference Year

4 NCPI = Change in NCPI published by Pakistan Bureau of Statistics for the
month of December for the respective year. For O&M expenses,
other than vehicle running expenses, NCPI-General shall be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPi-Transport of December 2024 for thepurpose of
future adjustment/ indexation shall be 4.07% and -~ 0.18% respectively.

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

o

2

o]

S
I

RORB

The reference RoRB would be adjusted every Year based on the amount of RAB worked
out for the respective year after taking into account the amount of investment allowed for

that year as per the following mechanism;

Adjustment Mechanism - RoRE

RORD{Rev) “RORB(Ref) x RAB(Rev) / RAB{ReD)

The ellowed RORB mey be considered as reference cost for future adjustment.

In sddition the sllowed RORD for previsus year will be trued up based one perval investment {moximum cap o the extent of sllawed

investment)rarvled out during thar year, Further KIDOR fluctuadon on bl-annkal bass also subject to ndjustment, Further Spread of

1.50% & allowed as maxdmum cap, In case DISCOs manage to abtain finaneing on spread less than 1,5% the same shall be ndjusted 2
part of PYA,

In addition, PESCO to disclose the amount of IDC capitalized during the year and adjust
its RAB for the year after excluding therefrom the impact of IDC capitalized during the
year,

In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than 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.

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 KIBOR 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 Joan below 1.50% spread, the entixe savings would be passed onto the consumers
annually, through PYA., In case of more than one loan, the saving with respect to the
spread would be worked out based on individual loans. 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 lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA,
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Depreciatio enses
The reference Depreciation charges would be adjusted every Year as per the following
formula;

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

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

Other Income

Other Income shall be adjusted annually as per the following mechanism dunng the MYT
control period to calculate future Qther Income.

Adjustment Mechanism = Other Ineome (OI)

Ol{Rev) . =OI{Allowed Previow year) # {OI{allowrcd for previcus year) —
Ol(fictusl previews year))

The allowed Other § may be idered ns refercoce cost for future adjurtment,
tn nddition vhe abiewed Other Income for previous vear will be toted up based an actua] Other I during that year

Working Capital

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 Petiticner, the Authoxity 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;

Stores and Spares {316 ol GFA) 3% Ko ﬂ
Trade debt (30 days of Revenue Reeclvable ao 0.08

Totnl Curreot Arsots 5342

[Current Liablisior |23 | €e.c7%) 3562 |

Working Cuplial Requirement
Less Recelpe Against Deposk Work
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13.3. As mentioned in the table abave, the Petitioner’s working capital requirement for the
distribution function has been assessed as Rs.1,781 million, The Authority considers that
receipts against deposit works, being related with distribution network business, are also
required to be accounted for as part of working capital calculations. By including the amount
of receipt against deposit works available with the Petitioner, as per the data provided by
the Petitioner, its net cost of working capital for the distribution function works out as
negative Rs.1,184 million, based on 3 months KIBOR i.e. 11% +1% spread as maximum cap
subject to downward adjustment in case the actual spread remains lower. The same is
allowed to Petitioner for the CY 2026, and is subject to adjustment, as per the mechanism
provided below, once the audited accounts of Petitioner for the FY 2025-26 are available.

Working capital (Distribution}

Formula for Future Adjustment

Revised cost of working capital = Working capital requirement as per-given
formula x Cost of debt on allowed parameters

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

» -Cost of Debt shall 3 Months KIBOR + 1% spread as maximum cap, sub]ect 1o
downward adjustment at the end of each financial year.

Acmalizal:ion of Previous year based on allowed revenue as PYA.
Current Assets

- Lower of B0 days receivables based on allowed xevenue (including the impact
of allowed adjustments), but excluding Working Capital cost OR Actual
average Receivables for the Financial Year (excluding opening receivables).

- 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 & Bauk Balances
_ (Excluding cash/bank balance not meant for O&M expenses)

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

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

Any other amount retained by PESCO
13.4. -For the purpose of 3 - Month KIBOR, the actual weighted average KIBOR of finance
cost incurred by PESCO ghall be considered: aily, for the purpose of gﬁfead,
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actual weighted average spread incurred by PESCO shall be considered. In case actual
weighted average spread is lower than 1% cap, the same shall be adjusted downward
only. No upwazrd adjustment of spread is allowed,

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

part of other income.

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

14.1. The Ministty of Energy. (McE) vide letter dated 18.08.2025, submitted that NEFRA
determines the consumer-end tariff for XWDISCOs and K-Electric in accordance with
Sectdon 31 of the Regulation 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. In
accordance with the NEPRA. (Tariff Standards and Procedure) Rules, 1998 read with Part 3
of the NEPRA Determination of Consumer-end Tariff {Methodology & Process) Guidelines,
2015, the Distribution Corapanies (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 Authority's internal meetings, public hearing, tariff determination
and notification by the Government, Keeping in view the recent annual tariff
determinations, the rebasing is notified by the Government in the month of July, each year
with effect from-1* July.

14.2. The MoE further mentioned that as an unfortunate coincidence, the consumers face high
Tuel Charges Adjustments (FCAs) as well as the annual tariff rébasing, simultaneously in the
summer months, This increase in tariff coupled with higher consumption leads to significant
hike in the conswmer electricity bills of summer months which in twn results in
unaffordability, public dissatisfaction and nationwide protests in the country. The issue can
be streamlined if the timing of annual rebasing is shifted fiom 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 § also stipulates that
the Regulator shall also revisit the "Guidelings 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.

14.3. The MoE submitted that the Cabinet has approved that policy guidelines may be issued to
NEPRA 10 revise the annual tariff determination process timelines by amending the relevant
legal and regulatory framework in a way that the rebasing is notified with effect from 1%
January, each year, after completion of all regulatory proceedings. In this regexd, 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.
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14.4. In light of above and in exercise of powers under Section 31 of the Act, the Federal
Government hereby issues the following policy guidelines for implementation by NEPRA;

- "NEPRA shall revise the anmual tarif¥ determination process timelines by amending the
relevant legal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from January I® of each year, afier completion of all
reguiatory proceedings.”

14.5. HESCO also vide letter submitted that the Mok 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 I* January each 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 period up to December 2026 may also be
determined, in line with the above-mentioned directives.

14,6, HISCO further stated that it has already submitted its Multi-Year Tariff (MYT) Petition for
FY 2025-26 to FY 2029-30 for determination and the decision of the Authority is awaited.
Meanwhile, an interim tariff for FY 2025-26 has been determined by the Authority in
response to HESCO's request dated 29.05,2025,

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

14.8. 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;

Description HESCO

Salarics, Wagoes & Other Benefits | 6,051
Post Retlvement Benefits 5,276
Other O & M Costs 2,354
Depreciation 2,167
Reiurn on Rate Base 4,703
‘T'urn Over Tax ) 268
Gross Distribution Margin | 20,820
Lass: Other Income (956)
Net Distribution Margin 15,864

14.9. 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 DISCOs performance in terms of recoveries and losses. However, even
with re-basing in January, the overall billing impact for the consumers in summer months
would remain same, had the rebasing been made effective from July, Nenetheless, in light
of NE Plan, S 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 are now in the process of notification.
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14.10. Further, in light of the instant policy guidelines, the Authority has determined 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 December 31, 2026, in
accordance with the revised annual rebasing timelines, the Authority has also determined
provisional revenue requirement of HESCO for the period from July I, 2026 to December

31, 2026 as under:

R e e R T
S B AR D pSALL ]

o
s diaatieg

Pay & Allowauces
Post Retivement Benefits
Repair & Maintainance
Traveling aflowsnce
Vehicle maintenance
Other expenses
O&M Cost {hila Re) 10,943
Depriclation
RORD
O.lncome
Margin LI T 16,490

14.11.For the purpose of rebasing for the period from Jan. to Dec, 2026, the amount recovered by

the Petitioner, to the extent of distribution and supply margin along-with PYA, from Jul. to
Dec. 25, based on interim tariff allowed for the FY 2025-26, has been adjusted from the
revised assessed tariff for the ¥Y 2025-26, The recovered amount hag 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,

14.12.The adjusted-revenue requirement so worked out for the period from Jan. to Jun. 26 has

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

14.13. Any under over recovery of the determined revenue requirement for the FY 2025-26, based

15,
15.1.

15.2,
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on the allowed regulatory targets in terms of T&D losses, recovery etc., and provisional
revenue requirement being allowed for the six months period i.e. from Jul. to Dec.26, would
be adjusted subsequently, while determining the final revenue requirement of the Petitioner
for the FY 2026-27. '

Whether there will be any claw back mechanism or not?

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

The Authority understands that sharing mechanism for any savings by the utility has
already been provided under each head separately e.g. O8M costs, T&D losses, cost of debt
ete, therefore, no such mechanism is separately required. However, still if there is any
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additional retwrn by the Petitioner, which could not be comprehended at this stage, the
same would be shared between DISCO and consumers equally.

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;

Units Purchased [Mkwh) 5,486

Units Sold [MkWh) 4,523

Units Lost [MkWh] . G63

Units Lost [} 17.55%
Pay & Allowances

Post Retirement Benefits
Repair & Maintainance
Traveling allowance
Vehicle maintenance

Other expenses )

O&M Cost™ - ‘ : (Mln. Rs)

Depriciation

RORB.

QO.Income
Margin [Mln. Rs _
Pror Year Adjusanent {Mln. Re) -
Working Capital {(Mln. Tts] . {1,184
Revenue Requirement [Min. Rs] 29,964 32,785
Avergae Tariff (Rs/kWh) 7.25

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

The Pecitioner is directed to follow the below time lines for submission of its future
indexation/adjustment during the MYT control period;
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Ref. NCP1-Genera) of December 2015 e, 9.49%

For 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 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 Authority and make its system available for operation by any other licensee,

consistent with applicable instructions established by the system operator.

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

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

The Petidoner shall follow the performance standards laid down by the Authority for
disoibution and transmission of electric power, including safety, health and
environmental protection instuctions issued by the Authority or any Governmental
agency of the Federal Governument or the Provincial Government;

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

The Petitioner shall disconnect the pravision of electric power to a consumer for default
in payment of power charges ot to a consumer who is involved in theft of electric power

on the request of Licensee.

The Petitioner shall comply with, all the existing or future applicable Rules, Reguladons,
orders of the Authority and other applicable documents as issued from time to time.
Summary of Direction '

The Authority hereby directs the Petitioner to;

Provide year wise detail of amounts deposited in the Fund, amount withdrawn along-
with profit/interest earned thereon since creation of Fund each year.

To certify that no capex nature expenses recorded as part of O&M expenses

Provide the amount of IDC capitalized with its subsequent adjustment request and

S Mo
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18,

19,

reflect the same in its Audited Financial Statements each year,

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

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

AUTHORITY
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5M, Islamabad.
. Tel: #92-51-8206500, Fax: +92.51-2600026
Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/TRF-635/HESCO-Supply/2025/ 345~5 2. Tanuary 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED (HESCO)
FOR DETERMINATION OF SUPPLY TARIFF UNDER MYT REGIME FOR
THE FY 2025-26 TO FY 2029-30

Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 59 pages).

2. The Determination of the Authority, is hereby intimated to the Federal Govetnment for filing
of uniform tariff application in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Eleetric Power Act, 1997. The instant determination of the Authority along-with order
part and Annexures, be also notified in terms of Section 31 of the Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of
the Authority.

Enclostre: As above WQIMU J\..:UJJJW

(Wasim Anwar Bhinder)

Secretary
Ministry of Energy (Power Division)
*A' Block, Pak Secretariat

Islamabad

Copy to:

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

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

3. Secretary, Irrigation & Power Deptt, , Govt, of Sindh, Sindh Sectt. No. 2, Tughliq House Karachi

4, Managing Director, National Grid Company (NGC) of Pakistan, 414 WAPDA House,

Shaharah-e-auid-e-Azam, Lahore

Chief Executive Officer, Central Power Purchasing Agency Guarantee Ltd. (CPPA-G), Shaheen

Plaza, 73-West, Fazl-e-Haq Road, Islamabad

6. Chief Executive Officer, Hyderabad Electric Supply Company Limited (HESCO), WAPDA Offices
Complex, Hussainabad, Hyderabad

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

CoGenCa The summaticn of the capacity cost in respect' of all CI')Gencos for a billing period
P P 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

cop Common Delivery Point

COS8S Cost of Service Study

CPPA (G) Central Power Purchasing Agency Guarantee Limited

CTBCM Competitive Trading Bilateral Contract Market

CWIP Closing Work in Progress

DIP Distribution Company Integrated Investment Plan

DISCO Distribution Company

DM Distribution Margin

DOP Distribution of Power

ELR Energy Loss Reduction

LRC Energy Regulatory Commission

ERP Lnterprise resource planning

FCA Fuel Charges Adjustment

Y Financial Year

GIS Geographical Information System

GOopP Government of Pakistan

GWh Giga Watt Hours

HHU Hand Held Unit

HT/LT High Tension/Low Tension

HSD High Speed Diesel

IGTDP Integrated Generation Transmission and Distzibution Plan

TESCO Islamabad Electzic Supply Company Limited

KIBOR ‘Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

KV Kilo Volt

kW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Madmum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power

MVA Mega Volt Amp __
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MW Mega Wart

NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre

NTDC National Transmission. & Despatch Company
Ot QOperation and Maintenance

OGRA Qil and Gas Regulatory Authority

PEPCO Pakistan Electric Supply Company

HESCO Hyderabad Electric Supply Company Limited
PDEIP Power Distribution Enhancement Investment Program
FDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

FYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RFO . Residual Fuel Ofl

RLNG Re-gasified Liquefied Natural Gas

RoE Return on Equity '

RORB Return on Rate Bage

ROR Rate of Return

SBP State Bank of Pakistan

SOT "| Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TI'C Term Finance Certificate

TGU 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
UQsc Use of System Chatges '

WACGC Welghted average cost of capital

WAFDA ‘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
HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED (HESCQO) FOR
DETERMINATION OF SUPPLY TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO
FY 2029-30

CASE NO. NEPRA/TRY-635/HESCOMIY T-Supply/2025

PETITIONER

Hyderabad Electric Supply Company Limited (HESCO), HESCO Headquarters, WAPDA
Complex, Hussainabad, Hyderabad,

INTERVENER
Nil

COMMENTATOR
Nil

REPRESENTATION

HESCO was represented by its Chief Executive Officer along-with its Technical and Financial
teams, . : ’
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The Authority awarded a Multi-Year Tariff (MYT) to Hyderabad Electric Supply Company
{(HESCO), for a period of five years starting from 1% July 2021 till 30" June 2025, Upon expiry
of its MYT on 30.06.2025, HESCO (hereinafter also called as “the Petitioner”), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions for the
determination of its Distribution and Supply of Electric Power Tariffunder the MYT Regime
for another period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of Rule 3 (1)
of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules").

HESCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses, However, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D Josses, HESCO also
requested for grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing
of consumer-end tariff effective July 1, 2025, as considerable time would be required to
finalize the MYT petitions. The Authority acceded with the request of HESCO and granted
an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26, subject to adjustment
and/ or refind, based on the final determidation of the Authority in the matter of MYT
petitions of the Petitioner. '

The Petitioner, inter alia, requested the following margin for its Supply of power function
for the five years control period; )

RS U PR T B AR e R AR R V2015 D) G U 2096 -0 AP e 2007 28] RN 0 BP9 R V22092301
Power Purchsse Price Rs, Mlzn 163,458 166,193 168,508 169,414 170,051
Encray Charges i Rs. Min 52,155 54,890 57,605 58,111 508,748
Capacity Charpes B, Min 101,067 - 101,067 101,067 | - 101,067 | 101,057
UOSCMORIMLTC Rs. Mln 10,236 10.236 18,226 10,236 10,236
[Distribution Busingss Cost | Rs. Min] 31,008  372,158] 42,051] 46508]  50.774)
Supply Business Cost
Solaries and benofits Bs. hitn 826 7% 915 955 958
Post-Retirement Bencfit B, Min 853 950 1,045 1,142 1,264
Hew Hitlng Rs. Min 125 159 195 233 271
Repair and Maingnanca Rs. Min 4 238 267 292 336
Travelling evpenses Rs, Min 3 38 LY 46 31
Vehicl expenses Es, hin 1] 1] 0 a i]
Other wpense Rs, Min 82 S0 99 109 121
PM pssistapce Pockage Rs. Min 47 51 57 62 &8
Total O&M Cory Rs. Miln 1,583 2,405 2,519 2,653 3.109
Advonce Tox Rs. Mla 501 538 576 586 598 .
Daprecoklion + |Re. Min {1 239 £238) {251} [260)
{Roiurn on Rate Base Rg. Min__ 83 210 273 289 303
Groz Margin Rs. Mln | - 2,433 2,924 3,229 3,477 3,750 |
Less: Ocher Income Ry, Min (752) 760, {767) 775) (783)|
{Mer Margin Bs. Mln 1,681 2,164 2,462 1 2,702 2,967
Tora] Reyenue Requitement  JRe. hiin 196,142 205,516 213,421 218,624 223,752
Prgjecied Sales GWh 4006 4,300 4,606 4,488 4,784
Requested Tarlf (Tochuding g nornt 48,96 4779 46.34 46,63 46,78

Distribution 'Tarlfi}

Proceedings

In terms 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 to conduct a hearing in the mattex, q‘
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2.2, Hearing in the matter was scheduted on November 05, 2025, for which notice of admission
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/ hearing along-with 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 parties,

Is of i

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?

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

jii.  Whether there should be any bifurcation of O&M on the basis of controllable and

uncontrollable costs / factors?

iv.  Whether the requested/projected amount under heads of Other Income, Advance Tax,

PM Assistance package and RORB based on WACC of 12% is justified?

v.  What will be adjustment mechanism for future indexation. of different components of
révenue requirement during the MYT? Whether there should any efficiency factor (X
Factor)?

vi.  Whether there should be any fixed charges on Units exported by net metering users

to the extent of Transmission and Distribution charges or otherwise?

vii,  Whether the recovery target and provision for bad debt as provided in petition is

justified?

viil,  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?

ix.  Whether the Schedule of tariff be designed on cost-of-service basis or otherwise?

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

xi.  Whether the concerns raised by the intervener/ commentator if any are justified?

xii,  Any other issue that may come up during or after the hearing?

Filing OF Qbjections/ 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.
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During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and finaneial teams,

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

Whether the projected energy puxchases and sales ave justified?

The Petitioner, in its petition submitted that Power Purchase projections;

Average tariff for tariff control period for HESCO in PKR/kwh

Detail 2025-26|2026-27{2027-28|2028-28|2029.30{ .
Total Units Pucchase {(GWh) 5409 | 5,693 [ 5975 | 6,027 | 6093 |
Total Units Sale (GWh) 4,006 | 4300 | 4,606 | 4,688 | 4,784
T&D Losses (46 25,04%(24.47%]22,91%(22,21%]21.45%

The Petitioner during hearing submitted that the projected energy purchases and sales
submitted by HESCO are realistic, data-backed, and fully justified. The projections have
been developed based on a comprehensive Power Market Survey (PMS) Report-2024
carried-out by HESCO in closed coordination with NGC / ISMO, which considers historical
consumption trends, category-wise growth, system constraints, and future demand drivers
across all divisions.

The Power Market Survey (PMS) - 2024 is as under;

Sale Forecast for 'Y 2024-25 3,849 GWh

Actual Sale 3,916 GWh

Di&’ereﬁce 67 GWh. (Increase in Sale)
%Age Deviation 1.7%

FY 2024-25 |FY 2025-26FY 2026-27 | FY 2027-28 |FY 2028-20 |FY 2022-30

{Provisionnl} | {(Reqursted) | (Requested)| (Requestad) | (Requested) [ (Requested)
Units Recoived | MkWh 5421 5,409 5693 5,975 5,027 6,093
Units Sold MkWh 3.916 4,006 4,300 4,506 4,688 4,784
Power Purchase
Price

Deseription Units

Rein{M]|  1ec 065 167,157 170,022 | 172,866 173,395 174,063

The Authority noted that PPP is the major component of consumer-end tariff, which
accounts for around 90% of total consumer-end tariff, The Authority has determined the
power purchases (GWhs) along-with its cost for each of the DISCOs through a separate
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 MYT for s congql period of five years is justified?

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

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

Whether the requested/projected O&M cost (including new hiring) is justified and what are
the basis for such projections?

Whether there should be any bifurcation of G
uncontrollable costs / factors?

The Petitioner in its petition submitted following projections;

on_the basis of controllable

Operating snd Maintenznee Cost Breskup (PKR million)
2025-26}2026-27 [2027-28{2028-29[2029-30
Pay and allowances B367 | 8907 | 9273 | 9678 ] 10,121
Post-retirament benefits B728 | %601 | 10561 | 11,617 | 12,779
Pay and allow: new hixing | 1,264 | 1,605 | 1973 | 2,354 | 2741
Repair and mafotenance 2,365 2411 2,700 3,028 3,400
T ravelling allowance " 369 385 424 466 513
Vehicle maintenance 650 571 496 546 600
| Other exp 950 $74 | noos | 1ies | 1221
PM assisiance package 455 501 551 606 666
Total 23,148 | 24,955 | 26,983 | 25,400 | 32,042
Salary, Wages & Other Benefits:

Annual Increment has been projected as per BPS Scales & HESCO Pay Scales,

Ad-hoc Relief @ 20% projected for FY 2025-26 & @ 10% for each subsequent year of MYT
control period. -

The Company is a staff deficient company and planning to hire the employees for its smooth
operation and achieve efficiency,

The following is the year wise plan of hiring along with costs:

Summary of new Hiring
Detail 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30
. L Tentative | Tentative | Tentative | Tentative | Tentative
Number of Employees (A+B) 7,126 6,907 6,688 6,504 6,30%
A~ |Qualified Professionals 312 304 301 250 282
" )Engineers 231 227 228 293 218
Others 81 77 73 67 64
B- [Staff 6,814 6,603 6,387 5,214 6,027
Techaical 3,804 3,719 3,630 3,560 3,485
Clerical 604 578 560 536 512
Non-Technical 2,406 2,306 2,197 2,118 2,030

86. The petitioner also cadre wise detail for new recruitment,

Basic pay. allowances and employee benefits

8|Page
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8.7. The Petitioner submitted that pay & allowances for FY 2025-26 have been estimated based
on the Petitioner’s present strength. Pay & allowances and employee benefits including
retirement benefits constitute a major portion of the Company's O&M expenses.

Retivement benefits
8.8, The Petitioner submitted that it has created a separate fund foy the retirement benefits for
all employees of supply as well as for distribution business, which needs to bi-furcate in
detail through an actuarial. For the purpose of this patition the retirement lisbilities have
been bi-furcated proportionately on the basis of Basic pay. And projected on the basis of

CPIL

Post-retirement Benefits break-up in PKR million

Head of Account ¥Y26 FyY27 Fy¥28 FY29 FY30

Pension 7,405.41 | 8,145,95 | 8,960,55 | 9.856.61 [ 10,842.27

Free electricity {retired) | 270.67 | 297.74 | 32751 | 360.27 396.29

Medica) 732.64 | 80591 826.5 975.15 | 1,072.66

Leave Encashment 319.56 | 351,51 | 38667 | 42533 | 467.87
Taotal B,728.2%(9,601.02(10,561.23]{11,617.35{12,775.05

8.9, NEPRA is requested to allow the above gross amount of retirement benefits in tariff for the
tariff peried.

Repairs and maintenance

8.10. The R&M expenses have been calculated at 4% for FY 2025-26 and 3% fox the FY 2026-27
to 2029-30 of net fixed assets at the end of the year. Inlight of the above NEPRA is requested
to allow .the Petitioner the following repairs and maintenance expense for the period
['Y2025-26 to FY20258-30.

Financial Year - 2025-26 |2026-27 [2027-28 [2028-29 |2029-30

R&M expenses (Rs. ih 1, g4 g0 19 410,95 [2,700.18 {3,027.96 (3,400.07
Million)

Vehicle running Expenses
8.11, The Vehicle running expenses have been calculated on base year and indexed as per CPL
NEPRA is requested to allow the Petitioner the vehicle expense for the period FY2025-26

to FY2029-30 as requested.

Financial Year 2095-26 17026-27 |2027-28 |2028-29 |2029-30
Vehicle expenses (Rs. In ooy 0y 57100 [406.00 54572 |s00.29
Million)

Treyelling and Other operating expenses :
8.12. Travelling expenses are paid to employees in lieu of discharge of duty out of head quarter.
These expenses are necessary and company is liable to pay us per travelling rules of the

company.

Fimancial Year 2025-26 |2026-27 | 2027-28 |2028-29 |2029-30
Traveling expenses (Rs. 1300 o0 13530 142302 [46632  [512.95
in Million}

Skt

9|{Page
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Other Expenses

Other expenses of the Petitioner are almost fixed in nature like building rent, collection
expenses, stationary and supplies, legal fees, software license fees, NEPRA license fees, tariff
petition fees, photo state expenses, audit fees etc. while collection expenses and software
license fee are linked to growth in the Petitioner’s customers. NEPRA license fees is
computed on the basis of the mechanism prescribed by NEPRA. and projected annual
demand of electricity, All other expenses are increased by CPI during the entire tariff period.

Tinancial Year 2025-26 |2026-27 |2027-28 |2028-29 |2029-30
;tﬂh?r expenses (Rs- 1 fosn 48 {97353 - {1,00488 [1,105.37 {1,221.36

lion)
Regarding bifurcation of O8M expenses into controllable and uncontroliable components
is justified, However, such bifurcation should be applied uniformly across all DISCOs
under a standardized methodology developed and approved by the Authonty to ensure
consistency and comparability.

At present, HESCO’s O&M projections are prepared on a functional cost basis (e.g.,
maintenance, establishment, administrative, and consumer services), following NEPRA's
existing reporting formats. Nevertheless, HESCO acknowledges the need for gradual
transition toward performance-linked cost classification,

However, in the absence of a uniform framework, any unilateral bifurcation may lead to
inconsistencies in cross-DISCO comparison. Therefore, HESCO recommends that NEPRA
may issue standardized definitions and cost segregation criteria, to be uniformly adopted
by all DISCCs.

Controllable Semi-Controllable Uncontroliable

Repair & Maintenanee Stora / Material Costs Salarfes, Wapes & Other Benefits
Vehicle Rurnrdng Fxpenses Electrieity & Water Charges Provision for Retired Benefits
Travelling Expenses Communication / Postage { Internet

{Other Expenses Legal & Professional Fees

Efficiency Factor (X-Factor):

The Petitioner submitted that it is already struggling to achieve NEPRA’s existing T&D
losses and recovery targets, despite continuous operational efforts and implementation of
the Distribution Investment Plan (DIP). The expected improventents under DIP are
primarily focused on loss reduction and reliability enhancement, which will automatically
yield measurable efficiency gains during the control period, Therefore, applying a separate
X-Factor in addition to these existing performance targets would result in double counting
of efficiency expectations. . -

In view thereof, the head wise assessment of the Petitioner under each of the requested
costs is.as discussed hereunder,
The Authority observed that as per section 31(3) of NEPRA Act, following general
guidelines shall be applicable to the Authority in the determination, modification or rewsmn
of rates, charges and terms and conditions for provision of electric power services;
v Ya) tarifls should allow licensees the recovery of anyand all cost prudently incurred
to meet the demonstrated needs of thelr customers Tarif”
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V' (B) tariffs should generally be caleulated by including a depreciation charge and a rate
of return on the capital investment of each licensee commensurate to that earned by

other investments of comparable 1isk;

v (¢) tarifld should allow licensees a rate of return which promotes continued reasonable
Investment in equipment and facilities for improved and efficient service;

V' (d) tarifi should include 8 mechanism to allow Lcensees a benefit from and penalties
for filure to achieve the efficiencies In the cost of providing the service and the
quality of service;” '

820, TFurther, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the Authority shall choose a base year for the purpose of detexmining
the affected company’s revenue requirement under m‘lﬂti':year tariff regime or annual
tariff regime. "Base Year” has been defined as the year on which the annual or multiyear
taxiff projection is being made, which may be a historical financial year, for which the
actual results/andited accounts are available. [t 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,

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

822, Considering the fact that the MYT has been filed for a period of five years i.e, from FY
2025-26 to FY 2029-30, and the cost for the FY 2025-26 i.e, test year, is being assessed as
reference cost during the MYT conwrol period, the Authority has decided to consider the
costs as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base

year,

8.23. The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach. In a
regime where the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the allowed and actual OPEX in the form of efficiency savings or
losses, Thus, resulting in two broad options, one that the utility bears all savings or losses,
i.e. no action is taken by the Regulator. The 2¢4 that the utility shares the savings or losses
with consumers, The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utility and
its customers, However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next period to compensate for a deviation
from altowed OPEX in the cuzrent period except for certain allowed adjustments in terms
of CPI ete.

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

Salaxies, Wages and Other benefits {excluding post-retirement benefits)

8.25. The Authority not_e:d that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the

SWHE
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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 Budget is also applicable
on the employees of XWDISCOs, Therefore, salarles & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in publie sector,

Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference during the MYT control period, the Authority hes taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the Petitioner subsequently in this regard. The Authority is of the

* view that since the previous MYT of the Petitioner has ended on 30.06.2025, therefore, it

would be appropriate to account for the actual cost of the. base year while projecting
Salaries, Wages and Other henefits for the FY 2025-26, as any gain/loss of the previous
MYT control period may not be carried forward in the new MYT. '

The actual total cost as provided by the Petitioner for the ¥FY 2024-25, under Salaries &
Wages (excluding postretirement benefits, discussed separately) is Rs.9,225 mitlion. The
said amount has been considered as base cost and increases as approved by the Federal
Government on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hoc
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e. 5% have been incorporated thereon,

Accordingly, the cost of Salaries & Wages (excluding postretirement benefits, discussed
separately), for both the Distribution and Supply Funcetions works out as Rs. 10,483 million.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the xemaining control period as
per the adjustment mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation.of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits (excluding postretirement benefits) for
the FY 2025-26 pertaining to the Supply function works out as Rs,1,327 million,

The assessed Salaries & Wages costs for the FY 2025-26 i.e. Rs.1,327 million, shall be
considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechianism given in the instant
determination, ‘

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

or tariff determination as the case may be.
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Additiopal Recruitment gnd Qutsourcing

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 cast,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for. The Authority understands that any allowing cost upfront either on account of new
hiring, would be unfair with the consumers, without considering/ analyzing its benefits,
The Authority understands that it will be in a better position to adjudicate on the issue,
once the Petitioner provides details of actual cost incurred in this regard and substantiates
the same with the quantfied 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 employess.
Accordingly, the Petitioner is directed to provide detail of new recruitment during each
year or new hiring if any, along-with its financial impact and benefits accrued, for
consideration of the Authority, in its subsequent adjustment/ indexation request.

Post-Retiremment Benefity

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

Here it is pertinent to mention that the Authority in the previous MYT of HESCO, keeping
in view it's opexational performance, in terms of T&D losses and recovery, considered that
allowing provision for post-retirement benefits instead of actual payments, would not be
in the interest of the consumers as any additional amount over & abové the actual
payments, would be eaten-up by the inefficiencies of the Petitioner and the Petitioner
would not.be able to deposit the excess amount in the Fund. Hence, the Petitioner was
allowed actual payments only, however, if the Petitioner still manages to deposit any
additional amount in the Furd, the Authority may consider to allow the same as PYA in
the subsequent ad)ustanent request, ‘

The operational performance of HESCO over the last three years has remamed stagnant in
terms of recovery and T8&I> losses and remained well above the targets allowed by the
Authority.

In view of the aforementioned and keeping in view the request of the Petitioner, the
Authority has decided to allow post-retirement benefits for the FY 2025-26, keeping in
view the actual payments as per the Audited/ provisional accounts of the Petitioner for the
FY 2024-25, and the request of the Petitioner for the FY 2025-26. Accordingly, the cost of
post-retirement benefits being allowed to the Petitioners for the FY 2025-26, works out as
Rs.5,703 million, for both its distribution and Supply functions.

Since the Audited accounts of the Petitidl}er; do not provide bifurcation of post-retirement
benefits in termis of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in terms of Distribution and Supply
functions, the criteria as adopted by the Petitioner has been used.-Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Supply function works out

as Rs.516 million. (gt W
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Repair & Maintenance Costs

The Authority has carefully examined the Petitioner's request and also analyzed the past
trend of R&M expenses of the Petitioner. The Authority understands that the adherence
to service standards and improvement of customer services is only possible through
continuous repair and maintenance of distribution network, however, at the same time
the Petitioner has also requested for huge CAPEX for making additional investment in
Fixed Assets, resulting in new, expensive and efficient equipment, leading to overall
reduction in R&M cost and increasing the total Assets base, In addition to aforementioned
discussion, the Petitioner's request of annual adjustment in this yegard is against the very
sprit of multiyear tariff regime, The Authority also is of the view that since the previous
MYT of the Pettioner has ended on 30,06.2025, therefore, it would be appropriate to
account for the actual cost of the base year while projecting O&M expenses and cther
Misc. expenses for the FY 2025-26, as any gain/loss of the previous MYT control period
may not be carried forward in the new MYT.

In view of the foregoing and keeping in view the current approved tariff methodalogy, the
Authority has decided to allow an amount of Rs.2,258 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply
functions. The same is hereby allowed to the Petitioner for the FY 2025-26 for both its
distribution and Supply Functions.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in terms of Distribution and Supply Functions, therefore, for the purpose of allocation of
total cost of R&M costs in texms of Distribution and Supply Functions, 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 funetion works out as Rs.48 million.

The assessed repair and maintenance cost-for the FY 2025-26 i.e, Rs.48 million, shall be
considered as the reference cost for working out future repair and maintenance expenses,
in the remaining control period as per the adjustment mechanism prescribed in the instant
determination,

It is pertinent to note that, under the R&M head, expenditures relating to office buildings,
11 kV distribution lines, distribution transformers, and meters have exhibited a significant
upward trend upon review of historical data, Accoxdingly, the Petitioner is directed to
submit, within three (03) months of issuance of this decision, a certification confirming
that no capital-expenditure (capex) items have been booked under O&M expenses. In the
event of non-compliance, the assessed R&M expenses for FY 2025-26 and onward period
shall be revised downward in subsequent tariff adjustment/indexation proceedings, Any
difference between the revised assessed amount and the amount allowed under the instant
cletermination shall be adjusted through PYA, and all future indexations shall be carried
out on the basis of the revised figures. )

The DISCOs are also directed to provide a certification from its Anditors that Repair and
Maintenance expenditure does not include any CAPEX nature item. In case any CAPEX
nature cost has been booked as R&M expenses, the same may be disclosed separately in
the financial statements, The Authority may consider to revise the R&M assessment of the
Petitioner, based on such disclosure/certification.
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8.44. The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the
tariff control period. Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, except vehicle running expenses, may be linked with CPI
during the entire taxiff control period, Accordingly, for assessment of Other O&M costs
for the FY 2025-26, the Authority, keeping in view the cost as per the audited accounts of

" the Petitioner for the FY 2024-25, and incorporating therein inflationary impact, has
decided to allow an amount of Rs.1,981 million to the Petitioner for the FY 2025-26, The
said amount of Rs. 1,981 million is being allowed for both the Distiibution and Supply of
Power function for the FY 2025-26.

8.45. Since the Aundited accounts of the Petitioner, do not provide bifircation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&W costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accotdingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the Supply function works out as Rs, 699 million.

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

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

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

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

DPMC Feg

8.50. Here it is pertinent to mention that some DISCOs durinig 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 (2%: dated
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29,07.2025, issued by the Ministy of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the
implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE
policy. The SRO firther mandates the company to charge a fee from DISCOs, for the
services rendercd, 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

DISCOCs.
It has also been submitted that clause 34(f) of the IMF Country Report clearly

- acknowledges PPMC’s role in supporting policy, regulatory and tariff affairs, sector

reforms, privatization, CD management and integrated power and energy planning.

The Authority noted that the National Electricity Flan 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 SRQ dated 29.07.2025, issued
by the Ministry of Energy {PD), pursuant to the Cabinet decision, as well as other
justifications submitted by the DISCOs regarding the declaration of PPMC as a “designated
entity” and its role in supporting policy, regulatory, and tariff matters, sector reforms,
privatization, CD management, and integrated power and energy planning,

However, the Authority is of the view that it would be.in a better position to adjudicate
the matter, once the DISCOs provide details of the actual costs incurred and the functions/
services performed as designated entity for DISCOs and others, duly substantiated with
documentary evidence and 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
firpishing the above details, with proper justification and supporting documentary
evidence, along with fulfillment of the process prescribed in the SRO No, 1358(I)/2025.

On the submissions of the Petitioner; to allow certain costs as uncontrollable, the
Authority noted that as per the approved tariff methedology, Power Purchase Price is the
only uncontrollable cost which is allowed a pass-through item, However, considering the
fact that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Pederal 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 XWDISCO:s as long as they remain in public sector.

Wh ther the reques d{prolected amount under heads of Other Income, Deprecations, PM
ss;;tance pac'kag___and RORB based on WACC of 12% is justified?
Dep ggation '

Regrad.mg Depreciation the petitioner submitted that Depreciation is charged on-written
down value.(WDV) method. As per Company's policy, building and civil works are
depreciated at 2%, feeders and grids & equipment’s at @ 3.5%, other p]mtfeqmpment and

vehicles at 10%. qt
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9.2,

Accumulated Depreciadon O/B 25,300 | -26,705 ! -29,804 | -34,228 | -35,263 | -44,914

. Description 2024-2512025-26)2026-272027-28|2028-29]202%-30
I'ixed Assets O/B. 62,585 | 65,129 | 88,013 | 118,978 | 138,969 | 155,887
Additions /Deletion 2545 | 22,883 | 30,965 | 19,990 | 16,918 | 14,907
Fixed Assets C/B 65,130 | 88,012 ; 118,978 | 138,969 | 155,887 | 170,794

Depreciation for the year -1,405 | -3,189 | -4,334 | -5.040 | -5,645 | -6,179
Accumulated depreciation C/B -26,705 | 29,894 | -34,228 | -39,268 | -44,514 | -51,093
Net Book value 38,424 | 58,119 | 84,751 | 99,700 }110,973({119,701

The Authority noted that as per the Methodology, depreciation expense for the test year,
which in the instant case is FY 2025-26, will be determined by applying depreciation

. charge on the Gross Fixed Assets in Operation, including new investment and will be

9.3.

9.4,

9.5,

9.6.
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considered referenice for the-tariff control period. -

Regarding allowed mvestment 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 Authonty in
matter of DIP of the Petitioner,

Rs. Min

Provisional Capex| PESCO

FY 2025-26 _ 11,435
FY 2026-27 ° 11,681

The Authority decided that the above approved Investments are provisionally allowed for
purpose of tariff rebasing and does not include the cost for AMI, APMS, Scanning meters,
Data Centers, etc., the investment.in this smart metering avea 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.

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

[Provisional T&D Loss | HESCO |

FY 2025-26 ) 17.55%
FY 2026-27 . 17.55%

The Petitioner is directed to carry out its T&D logs 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 issuance 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 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.
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RevisedT&D Loss Target

(Feilure to submit study) HESCO

FY 2025-24 8.30%

FY 2026-27 8.30%

9.7.

9.8.

2.9,

2.10.

911,

9.12.

2.13.
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The submitted T&D loss study by an independent third-party shail be considered by the
Authority for revision / firm up of T&D loss Targets for the applicable period in the next
rebasing of the tariff for DISCOs January 2027) or mid-term (December 2027) review of
DIP of the Petitioner, as the case may be,

Not used
Not used

After taking inta account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs,1,834 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working qut future depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination.

After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authority has projected
amortization of deferred credit to the tune of Rs.951 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.883 million,

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply 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 functon
works out as Rs.1 million,

RORB

The Regulatory Asset Base (RAB) is the gross fixed asset that is used in the distribution
activities of the Company. The return on rate base is calculated by applying the WACC on
the RAB. The Company’s weighted average cost of capital is taken as 12.00%. Regulatory
asset base for 2025-26 to 2029-30 is shown in required forms.
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9.15,

9.16,

9.17,
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Return on Rate smount In PKR million
Dogpil 2024-25/2095-2612025-27] 2027-28 | 2028-29 | 2029-30
Fixed assets O/ 62,499 { 65,040 | 86,588 | 116,547 | 136,390 | 153,165
Addirion 2,541 1 21,547 | 29,952 | 19,843 | 16,775 14,794
Tiied assews C/B 63,040 | 86,588 | 116,547] 136,350 | 153,165 | 167,952
Loss: Dotreclation -26,605  -29,751] -33,856 | -A8, 658 | 14,052 § -49,571
Net [wed assots 398,345 | 56,837 | 62,691 | 97,732 | 109,113 § 117,988
WIB C/1 20,134 | 30,925 | 29558 | 27,131 | 27.047 | 24,954
Fixed usset including WIP 58,479 | 87,762 | 112,249| 124,863 | 135,160 { 142,582
Lesst Deferred eredic 22,590 | 22,653 | -22,622 | -22,637 ~22,630 | -22,633
35,889 65,109 ] 89,627 { 102,226 { 113,581/ 120,349
Regubatory Asset Base 35,818 | 55,863 | 76,700 | 94,705 | 107.840 ] 115,911
WACC 12,00% | 12.0005 | 12.00% | 12,00% | 12.00% | 12.00%
RORB 4,938 | 6,704 | 9,204 | 11,365 | 12,941 | 13,909

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

power services;

(B) tarifs should generally be calenlated by including a depreciation chaige and a rate of
return on the capital investment of each licensee commensurate to that earned by other
Investments of comparable risk;

(c) tarifFs should allow licensees a rate of returp which promotes continued reasonable
investment in equipment and facilitles 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 depreciation
charge in the revenue requixement of DISCOs.

Consequent to the aforementioned discussion, the WACC works out as per formula given
below; - :

Ke= Rl-‘ + (Ra-R)x
Where; )
Rr is the risk free Rate
Ru is thg Marke;t Return
" BisBeta

The cost of debt;

Kd = XIBOR + Spread
Accordingly, the WACG as per the given formula works pout as under;

WACC= (Ke x (B / V) + (Kd x (D/ V)
Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%;
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9.18. The Authority nses the Capital Asset Pricing Model (CAPM) for calculation of Return of

0.19.

9.20.

9.21.

9.22,

9.23,

9.24.
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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 onany 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 rate. Generally, the return on stock market index is

‘taken as a measure of market rate of return. To have an appropriate measure of the market

rate of return, the Authority analyzed KSE-100 Index return, over a period of 10 years i.e.
FY 2016 to FY 2025, Further, retwrn of different nejghboring markets and other
international markets were also analyzed.

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

By taking into account the aforementioned factors, the RoE of the Petitioner works out
differently, however, keeping in view the request of the Petitioner and the Authority's
catler decisions in the matter of other XWDISCOs and K-Electric, the Authority has
decided to allow RoE component of 14,47%, PKR based:

As regard the cost of debt, it is the interest rate on which a company would get borrowing
from the debt market / commercial banks i.e, a rate at which banks lend to their customers,
In order to have a fair evaluation of the cost of debt, the Authority has 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%1.e. 3 Months KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1,509 (150 basis points).

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

Cost of Equity;

Ke = 14.47%

The cost of debt is;

Kd = 12.64%

WACC=({(Kex(E/V)+ Edx D /V)) ‘

Where E/V and I/V are equity and debt ratios respectively taken as 30% and 70%;
WACC = ((14.47% x 30%) + (12,64% x 70%)) = 13.19%

Based on above and using WACC of 13.19% on RAB by including allowed investment for
the FY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as

under;
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i HESGO |

iz AR ST
2924-25 f Y2425, S q

Fixed Assats O/B 67,205 74,612
Addllion 7807 5,684
Fixed Assets C/B 74,812 83,376
Depreclation 28,960 28,793
el Fixed Assels 47,652 54,562
Capilal WIP Ci8 578 64,188
Fissd Agsels Inc, WHP 104,871 118,770
Less! Deferred Credils 22,312 24,425
Total 2,659 24,345

RAB ] 88,452
WACC $3.19%

ROR8 11,868

9.25. The iotal amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Iunctions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the I'Y 2025-26 pertaining to the Supply function works out as Rs.4 million.

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

9.27. In addition, the allowed RAR for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consuwmner
financed investments. In case, the Petitioner ends up making higher investinents than the
allowed {other than conswner 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 regulatoty decisions/interventions/approved plans for which the Petitioner
obtains prior appraval of the Authority. In such case the Authority may also revise the
efficiency targets in terms of T&D losses etc. .

9.28. Here it is also pertinent to mention that the amount-of receipts against deposit works has
been adjusted while working out the cost of working capital, therefore, no adjustment on.
this account has been made from the RAB, In view thereof, any interest 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 mcome separately, the entire interest income shall be ad]usted as, part of other
income,

929, The Authority also understands that interest payment js 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. Accoxdingly, fluctuation in the reference KIBOR would be
adjusted biannually, In addition, the Authority has also decided to adjust savings, if any,
vesulting 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 consumers
annually, through PYA, In case of more than one loan, the saving with respect to the
spréad would be worked out based on individual loans. In case, the spread is greater than

T
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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 lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.

Other Tncome

"Other income is considered to be a negative cost which may include, but not be limited

to, smortization of deferred credit, meter and rental income, late-payment charges, profic
on bank deposits, sale of scrap, income from non-utility operations, commission on PTV
fees and miscellaneous incorme.

Since the other income would be trued up everf yéar 25 pler the mechanism provided in

the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.1,513 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the

amount of late payment charges (LPS).

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 Supply function works
out as Rs.547 million.

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

What will be adjustment mechanism for future iﬁdggsgg'oh of different components of

revenue reguir £ durin Whe there should an clency factor
Factor)? _ _
The Petitioner requested following adjustment mechanism for MYT control period;
5z Na : Dederjprlon Indexzilan f Adlusiment Moctaotim -
Sove. Saunory Introwe, Answ] breyament,
L [Poy & Allwanas “Sataries, Wages & Bonefis wil b aevnkzed bosed on At Flrsncl Statamets,

2 |PossRediomen Beoelks | Provikenas per Litest Avatiidy Firorch] Sacements,

3 _[Other DEN Costs Adfnted every Year whh Cel fartar

The refreence RuRB wiuld be adjuied evay Yeor based oa o ameunt of RAB
4 lsom warked Out for vhe res peechve yror afier Gklng kan secownt de ameunt of

. Irvesument atoed foe ol year,

Flocuotion [ the reference KIBOR would b afiusied banmunlly.

—Adjumtod evecy Year ar per the followlny Jarrnid

S i "~ TEF = DEP(Bed) * GFAIG (Rev) GFAIGIR
& Ondier |ntome Twe up s per NERRA Mecharhm
Ihdexation comg__n__

Selaries & Wages and Post-retirement Benefits; Considering the fact that employees of

XWDISCOs are hired on Government pay scales, and any salary increase announced by
the Féderal Government in the Federal Budget is applicable on the employees of the
Petitioner, therefore bemg un-controllable cost, the Salaries & Wages and benefits, would
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be actualized, based on the audited accounts of the Petitioner for the relevant year for its
existing employees, as long ‘as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustriient request or
tariff determination as the case may be.

Adjustment Mechanism - Salayles, Wapes & Ocher Bensfits

Revised Salaries, Wogos & Other Bencfus Expensas o Ref, Salorles, Wages & Other Benefits = [ 14(GoP Increase or CPI))

"I'he aliowed Satarles, Whages & Other Benefits may be considered ns referenca cost for Jurvre adjustment.

The Autherity mey consider to sllow GoF inczcase till the time the DISCOs remain in publle sector, otherwise CPL
indexation may allowed if DISCOs get privatized.

" |The eltawed omount shall be scrualized based on Audited neeounts for the relevant year, considering the same py |
uncontrollable cast oa part of XWDISCOs,

10.3. Considexing the fact that the Petitioner is obligated to pay to its pensioners, the pension
increases announced by the Federal Government, therefore, being an un- -controllable cost,
the .Post-retirement Benefits would be actualized based on the audited accounts of the
Pedtioner for the relevant year. The impact of any such adjustment would be allowed as
part of PYA in the next indexation/ adjustment request or tariff determination as the case
may be.

Adjusiment Mechanlym - Actual Post-retirement Henefits payinent

Revised Post=-Retement Benefus . a Ref, Pots-retleament Beoofits x [ 14{Gal Inerease or CPI))

The allowod Post-Retirement Berafd may be considered as refarence cost for futuee adjustment.
The Authonty may consider to allow GoP Inerease till the time thl: DISCO: remein in public scetor, othurwlse Ccrl

ind mny a]lowm.l 1E DISCOs gat privatized.

The' :llIuwcd amount sball br: ncmaluud Dbased on Audited accounts for the relevant yzar | considering the same’as
uneontraliable cost ap paxt of XWDISCOu. . :

104, Trg_népgmggmy ehicle Running expense pnrl:mn of Q&M cost

10.5. The reference costs would be ad]usted every Year with Txansport index of NCPL The
Adjustment mechanism would be as under; :

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses {Ref.) x {1+ ('I‘:ahspc;ﬁ index of NCPD)})
10.6. Remaining O&M costs will be indexed every year dccordmg to the following foxmula:

The reference cgstsiwould be adjusted every Year with NCPI-X factor; The X factor would
be applicable from the 3+ year of r.he MYT control penod The Ad)usnnent mechanism

would be as under;

O &M(Rev) = O & M (ReF) x {1 + (NCPLK)]
WA

O&M.(Rev) = - Revised O&M Expense for the Corrent Year

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

ANCPI = Change in NCPI published by Pakistan Bureau of Statistics for the

~month of December for the respective year. For Q&M expenses,
other than vehicle running expenses, NCPI-General shall be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Refererice

[

1
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NCPI-General and NCPI-Transport of December 2024 for thepurpose of
future adjustment/ indexation shall be 4.07% and - 0.18% respectively.

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

RORB

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

Adjustment Mechanism - RoRB

RORB(Rev) " ' =RORB{Ref) x RAB(Rev) / RAB(ReR)

The allowed RORE rouy be consideced as raference cost for future sdjustment,

Inadditon the sllowed RORD for proviows year will be trued vp based one petizel Investment (mamum 3] to the exans of alowed
. {investment)canrled out duripg that year. Firther KIBOR fluctuation on bl-anmiat basis also subject to acfuermenr. Fucther Spread of

1.50% ks ollowed as masimum czp, in case DISCOs mansge to obtain financing on spread less than 1.5% the same shall be edjusted as
parcof PYA.

In addition, PESCO to disclose the amount of IDC capitalized during the year and adjust
its RAB for the year after excluding therefrom the impact of IDC capitalized during the

year,

In addition, the allowed RAB for previous year will be trued up dovmward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments, In case, the Petitioner ends up making higher investments than the
allowed (other than consumer financed investments), the same would be the Petitioner's
own commercidl decision and would not be considered while truing up the RAB, unless
due to any regulatory decisioris/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 etc.

The Authority also understands that interest payment is an obligatory cash flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
ad]usted 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 negot1ate
a loan below 1.50% spread, the entire savings would be passed onto the consumers
annually, through PYA. In case of more than one loan, the saving with, xespect 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 lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.

Depreciation Expenses

The réference Depreciation charges would be adjusted every Year as per the following

formula,
Lt

DEP (Rev) DEP [Ref)x GFAIO (Rev)
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GFAIO (Ref) _
‘Whete: DEP (Rev) = Revised Depreciation Expense for the Current Year

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

12.2, In addition, the allowed Depreciation for previous year will be trued up downward,
keeping in view the amount of investment allowed for the respective year, other than
consumer financed investments. In case, the Petitioner ends up making higher

. investments {excluding consumer financed investments) than the allowed, the same wouild
be the Petitioner's own commercial decision and would not be considered while truing up
the depreciation expenses, unless due to any regulatory decisions/interventions/approved
plans for which the Petitioner obtains prior approval of the Authority.

13. Other Income

13.1, Other Income shall be adjusted annually as per the following mechanism during the MYT
control period to. calculate fisture Other Income.

Adjuwiment Mechanism - Other Tocome (01)
OlfRes} - =OI{Alswed Previous year) + {OI(aﬂnwcﬁ for pruv!am year) =
- OT(Aciuel previous yeor}}
'The allowed Orher & may be iderad ps reference cost For futuee odjusement.

In addition the pliowed Cihor 1 Tor wwiowar will be trued up based an octual Other Jncolsy during; thot year g
Working Capital

13.2. 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
workinig capital requirement of the Petitioner, the Authority obtained details of numbexr 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;

‘Currenl Assots -

[Trade debt (days of Revenne Reccwab!ul I B Too7l 14202 ]
Total Cuncnt Assets - 14,202

. Gurzeng Liabilivies

EPP From CRPA -4l 0.11 5,051
CPP Yrom CPPA 3 0091{- 10,472
ATxansmisslon - - 0.08 1,147
. |Dlstribution, . X 30 0.08 2,841
Totel Liabllities ~ 19,511
Moy {5.309)
Cost of dabx Keal 7 7 ) : o 1%

Wnrkmr CnpltaICon‘ . : . T - {63%)
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As mentioned in the table above, The Petitioner’s working capital requirement for the
Supply function has been assessed as negative Rs.5,309 million and cost working capital
requirement works out as negative Rs.637 million, based on 3 months KIBOR i.e. 11%+1%
spread as maximum cap, subject to downward adjustment in case the actual spread remains
lower, The same is allowed to the Petitioner for the CY 2026, and is subject to adjustment,
as per the mechanism provided below, once the audited accounts of the Petitioner for the
FY 2025-26 are available,

‘Working capital (Supply)

Revized cost of working capital = Working capltal requirement as per given formulax Cost
of debt on allowed parameters
~Working capital tequirement shall be calculated based on assessed revenue requirement
under each head for relevant year.
-Cost of Debt shall 3 Months KIBOR + 1% spread as maximum cap, subject to downward
adjustment at the end of cach Anancjal year,
Actualization of Previous year based on ellowed revenue es PYA
Current Assets
- Lower of 25 days receivables based on allowed revenue (including the impact of
allowed adjustments), OR Actual average Receivables for the Financial Year
. {excluding opening receivables).
Current Liabilities
- = Payables pertaining to EPP & CPP based on average Number-of days data to be
provided by CPPA-G,
- Transmission charges (30 days) & Distribution Charges (30 days) or based on
contractaal agreement, if any.
-~ Actualization of the aforementioned heads shall be based on allowed costs after
. accounting for the impacts of allowed adjustments.
All heads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any. While actualizing these heads impact of working capltal cost be
excluded.
- Amount retained by the Petitioner on account of Net metering settlement
- Any other amount retained by the Petitioner
3 Month KIBOR + 1% Spread as maximum cap subject to downward adjustment. For the
purpose of 3 - Month XIBOR, the actual weighted average KIBOR of finance cost incurred
by the Petitioner shall be considered, if any. Similarly, for the purpose of spread, actual
weighted average spread incurred by the Petitionér shall be considexed, ifany. In case’actual
weighted average spread is lower than 1% cap, the same shall be ad]usted downward on]}"
Ne upward ad]ustment of spread is allowed,

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

part of other income.




Determination of the Authority in the matter of MYT Petition
gﬂﬂM% - “AEHESCO for Supply Turif¥ under the MYT Regime
Hercl

Sca o

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

14.1. The Ministry of Energy (MoE (PD)) vide letter dared 18.08.2025, submitted that NEPRA
determines the consumex-end tariff for XWDISCOs and X-Electric in accordance with
Section 31 of the Regulation of Generation, Transmission and Distribution of Electric Power
Act, 1997 (the “Act”), read with Rule 17 of the NEPRA (Tariff Standards and Procedure)
Rules, 1998. The uniform rcbased 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 Rules 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 Authority's
internal meetings, public hearing, tariff determination and notification by the Government.
Keeping in view the recent annual tariff determinations, the rebasing is notified by the
Government in the month of July, each year with effect from 1+ July.

14,2, 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 tariff coupled with higher consumption leads to
significant hike in the consumer electricity bilis of summer months which in turn results in
unaffordability, public dissatisfaction and nationwide protests in the country, The issue can
be streamnlined if the timing of annual rebasing is shifted from summer to winter months
where the electricity consumption is lower and any tariff increasecan be absorbed in
conswner 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.

14.3. The MoE (PD) submitted that the Cabinet has approved that policy guidelines may be issued
to NEPRA to revise the annual tariff deterrnination process timelines by amending the
relevant legal and regulatory framework 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.(PEP) references
up te June 2026. Projections for the remaining six months will be shared subsequently.

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

'NL‘PRA .s-}ra}! revise the apnual teriff determination process timelines by amen dmg tbe
relevant Iegal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from [an uary I of each year, after comp!eaon of all
regulatory proceedings. " :

14.5. HESCO also vide Jetter 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 each year. The Authority has
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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..

14.6. HESCO further stated that it has already submitted its Multi~Year Tariff (MYT) Petition for
FY'2025-26 to FY 2029-30 for determination and the decision of the Authority is awaited.
Meanwhile, an interim tariff for FY 2025-26 has been determined by the Authority in
response to HESCO's request dated 29.05.2025,

14.7. HESCO accordingly xequested that the Authority to determine the consumer-end tariff for

the period from July 1, 2026 to December 31, 2026 in accordance with the revised annual

" rebasing timeline effective January 1, 2026, to ensure smoot'.h and timely transition to the
revised rebasing schedule,

14.8. 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;

Desexiption HESCO

Salaries, Wages & Other Benefits 6,051

Post Retirernent Benelits 5,276

Other O & M Costs 2,354
Depreciation . - 2,167

TRewrn on Rate Rase 4,703

Turn Over Tax 269

. Gross Distribution Margin | 20,820

Less: Othar Income (956)

. . . Net Distribution Margin 19,864 |

14,9, The Authority has considered the gLude]mes 1ssued b)f 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 taviff effective July, if upward, coupled with high
consumption, leads to increase in overall electricity bills during summer months; thus,
adversely impacting DISCOs performance in terms of recoveries and losses. However, even
with re-basing in January, the overall billing impact for the consumers in summer months
would remain same, had the rebasing been made effective from July. Nonetheless, in light
of NE Plan, SD 8 and the instant policy guidelines, the Authority has completed the
consultation process for revision in "Guidelines for Determination of Consumer Ind Tariff
{Methodology and Process), 2015", and the same are now in the process of notification,

14.10.Fuxther, in light of the ihétant policy guidelines, the Authority has determined 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 December 31, 2026, in
accordance with the revised annual rebasing timelines, the Authority has also determined
provisional revepue requirement of HESCO for the penod from ]uly 1, 2026 to December

31, 2026 as under: Ce :
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Pay & Allowances 5,353
Pest Retivement Benelits 3,136
Repair & Maintainance 1,159
‘I'raveling allowanca 215
Vehicle matntenance 288
Other expenses . 548
O&M Cost [Min Rs) 10,940
Depriciation © 1,087
RORB
Q.Income
Morgln

14.11.For the purpose of rebasing for the peried from Ian to Dec 2026, the amount recovered by
the Petitioner, to the extent of distribution and-supply margin along-with PYA, from Jul. to
Dec, 25, based on ihtérim 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 caleulated by
applying the Rs./kWh rate as per the interim taviff (to the extent of Distribution & Supply
Margin and PYA), with the projected unit sales from July to December 2025.

14.12.The adjusted revenue requirement so worked out for the period from Jan. to Jun. 26 has
been clubbed together with the provisional revenue requirement determined for the peried
from Jul. 1o Dec. 2026, to work out the overall revenue requirement of the Petitloner for the
period from January 2026 to December 2026 The Schedule of Tariff (SoT) of the Petiioner
has been designed. accordmgly RO &

14.13.Any_ under aver recovery of the determined revenue requirement for the FY 2025-26, based
on the allowed regulatory targets jn terms of T&D losses, recovery etc., and provisional
revenue requirement.being allowed for the six months period i.e. from Jul. to Dec.26, would
be adjusted subsequently, while determining the final xevenue requirement of the Patitioner
for the FY 2026-27. '

15, Whether the requested PYA is justified?

15.1, The Petitioner j:equé,_s_lte‘d following PYA in its Tariff petition;

: ) Rs. Mla
Particulars B ' 2025-26
QTA 4th Quarter FY 2022-23 1,141
QA Ist Quarter TY 2023-24. . 547
CTA 2d Quarter FY 2023-24 586
1A Sed Quareer Y 2023-24 864
QI'A 4th Quarter FY 2023-24 ~241
QI'A 1st Quarter TY 2024225 - © =96
[(QT'A 2od Quarter FY 2024-25 -1,725
Distribution Margin FY 2023-24 3,296
PYA FY 2022-23 . . 741
PM Asilstance Package = 161
Advance Tax 481
Total - R 5,755
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15.4,

16.

16.1.

16.2.

16.3.

16.4.
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QTR 2,733

The Petitioner reiterated its aforamentioned requested PYA during hearing,

The Authority has analyzed the PYA workings provided by the Petitioner and also
obtained additional information in terms of category wise sales data from PITC, Based on
the available information, Authority’s decisions in terms of FCAs and Quarterly
adjustments for the relevant period, mechanism provided in the MYT determination, and
data provided by the Petitioner, the Authority hes assessed the PYA of the Petitioner
under various heads as under; -

Rs. Min
Description|{ {HESCO

D.M 3,027
PYA 1,910
Sales Mix (159)
True Ups -

2023-24 (3,255)
2024-25 (3,052)
Other Head (2,436)
Total (1,232)

The detailed head wise working of aforementioned PYA is attached as annexure-VI

Mg__hggl_d be any fixed charges on Units exported by net metering users to the
extent of Transmission and Distribution charges or otherwise?

The petitioner during the hearing submitted that fixed charges on units exported by net
metering users to the exterit of Transmission and Distribution (T&D) charges, HESCO
submissions are as follows;

v Introduce fixed network usage charges based on sanctioned load or export capacity.
v" Transition to & gross metering framework to avoid cross subsidies. |

The Authority noted that vide decision dated 23.06.2025, all DISCOs have been directed
to undertake a comprehensive study as cutlined below, to thoroughly examine the impact
of ToU tariff timings and Distributed Solar integration on utilities operations.
s.- Comprehensive study on the impact of existing ime-oftuse (Toll) tariff timings and
proposed measures for aligning demand with evolving load parterns

* Comprehensive assessment of the financial and technical impacts of distributed solar
photovoltaic (PV) integration on distribution utility operations and infiastructure

DISCOs were also directed to jointly develop, through mutual consultation, a uniform
Terms of Reference (ToR) to carry out the above studies and submit the same’'to NEPRA
for approval. DISCOs have prepared and submitted the ToRs, which are currently under

review, .
Here it is also pertinent to highlight that the Authority has elicit;ad public opinion on the
NEPRA (Prosumer) Regulations, whereby, changes in both the methedology and rate for
the units being exported by a Distributed Generator (DG), are being proposed.
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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) Regulations are notified / changes in the current
methodology and rate of units exported are finalized. Therefore, for the purpose of instant
determination, the Authoxity has decided not to make any changes in this regard.

Whether _the recovery target and provigion for bad dgh; provided
in petition is justified?

The Petiioner submitted that it has not claimed any provision for bad debts in its MYT
petition, However, keeping in view the Futuristic Strategic Policy, the Authority may
atlow HESCO to write off bad debts outstanding for the previous years. The Petitioner
requested followmg recovery target for control penod as below.

Descripton Uit FY 2024-25 FY 202526 FY2025-27 RY 2027-28:FY 2028 28:FY 2029 30
P {Actual) jProjlzr.l:ed) [Pxojeuted\ {Prcuucted} (Prujccted} (Promctcd}:

Recovery Target SbAge’ 743 803 + - 883 R SRIEERY - SRR 1+ I
3bAge Increase in a X . .
Recovery ’ - 6% [ 6% 6% 170% '

Here it is pertinent to mention that previously XWDISCOs have not been allowed any
recovery loss and tariff setting has been at 100% recovery assumptions. Write offs.-were
allowed to certain XWDISCOs on provisional basis, subject to fulfillment of the lzid down
criteria, but since no XWDISCO was able to actmally write-off any amount, the
prov:smnally aﬂowed amonts of write-offs were adjusted back,

The Aurlmnty alrhough n'ur.lally allowed recovery loss to K-Electric, however,
subsequently in the matter of Motion for Leave for Review filed by various stakeholders
including the Ministry of Energy (MoE (PD)) itself, and the CPPA-G, the Authority
decided not to allow any upfront recovery loss and only a capped amount of write-offs was
allowed to K-Electric, subject to fulfillment of the prescribed criteria,

T'or ready reference the grounds taken by the MoE PD), being the owner of XWDISCOs,
and the CPPA-G in their MLRs in the matter of KE's MYT FY 2024-30 are xeproduced
below;

v Allowing of a fecovery loss trajectory, effectively transfars the financial burden of
DISCO inefficiencies onto paying consumers, théveby penalizing compliant cistomers
while subsidizing non-payment, The MoE (PD) also submitted that this approach is
inconsistent with the principle of prudent cost recovery enshrined in Section 31 of the

‘NEPRA Act and the 'I'ariff Rules. ' ‘

¥ Clause 5.3.2 of the NE Policy envisages 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.” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debt write-offs applicable across the sector. Clause
6.1.3 of the NE Policy reinforces that the NE Plan shall serve as the Jmplementauon
tool for achieying policy goals. .
v Consequently, the Authority is legally obligated under Sections 7{2)(ia), 14A(S) and

31(1) of the NEPRA Act to align tariff determinations with the NE Plan and apply its
prescriptions uniformly ‘to all DISCOs. If this practice of allowing recovery loss is

Sy
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extended sector-wide, the projected annual burden would rise to Rs.270 billion,
potentially accumulating to Rs.1,500 billion over seven years. Such a development
would jeopardize the financial sustainability of the power sector and run contrary to
the goals of tariff 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 cannot 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 companies
engaged in providing electric power services is duly protected in accordance with the
principles of transparency and impartality; and (b) it shall be guided by the NE Pollcy,
the NE Plan and the guidelines of the Federat Govermnent.

v" Recovery shortfall (if any) be met by way of application of principles of write-off,
subject to fullilment 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.

175. The Authority while deciding the MLR of the MoE (PD) and CPPA-G in the matter of
KE’s MYT, also construed that since the MoE (PD) is actively pursuing privatization of
other XWDISCOs, so the submissions made by the MoE (PD} in its Motions for not
allowing any up-front recovery loss, can be construed as a policy decision, meamng
thereby that similar treatinent will be offered to other DISCOs,

17.6. In view of the above discussion and the fact that allowing recovery loss allowance
effectively transfers the financial burden of DISCO’s inefficiencies onto the paying
consiimers or on the national exchequer through subsidies, the Authority has decided not
to allow any upfront recovery loss to the Petitioner. Accordingly, MEPCO’s tariff'is being
determined on the basis of 1009 recovery target. MEPCO, however, will be allowed to
claim write-offs, aftex fulfillment of the given criteria, as per the following limits, to be
considered as maximum cap for the relevant year;

FY 2025-26| FY 2026-27| FY 2027-28| FY 2028-29| FY 2025-30
3.00% 2,50% 2.00% 1,50% 1.00%

tevia for claiming nctual write-offs
a. Actual write-offs, if any, against private consumers only, pertaining to billing made
during the current MYT period i.c. FY 2026-30, after fulfillment of the following
" criteria subject to maximum cap as provided above. The claim shall be verified by third
party/auditor, based on the follomng criteria;
i. .. The claim shall be applicable for the default amount of a permanently disconnected
consumer that may not be recovered through all efforts possible.

ii, ~ The age of such non-recovery is over three (3) years.
111 The amount of write off shall be claimed against connections given as per CSM and
- other applicable documents, duly supported by CNICs,
iv.  'Write-offs against receivables of any Government entity / PSC shall notqb: allowed,
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v. Petitioner’s BOD shall develop a write-off policy, in accordance with the
sforementioned criteria and submit it to the Authority for its approval. The
Authority, may while granting approval alter, modify or add to the write-off policy,
in its sole discretion.

vi. Petitioner's BOD shall approve all write-off claims in accordance with the
Authority’s approved write-off policy. The Petitioner's BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authority's approved write-off palicy. The terms of references (TORs) for third
party / auditor verification of write-offt shall be prepared by Petitioner and shall be
approved by the Authority. The Authority, may while granting approval alter,

. modify or add to the TORs, in its sole discretion,

vii.  Any write-off approved by the Petitioner's BOD, in accordance with the write-off
policy approved by the Authority, and verified by the third-party independent
auditor, in accordance with the approved TORs, after expiry of the MYT 2026-2030
shall be allowed by the Authority.

18,  Whether the existing fixed charges applicabls to different consumer categorles needs to
be revised and requires an as in anism for charging of such charges based on
ctual Sanctloned ro ise '
19, eth shonld be any Fixe dwgm@gones who are currently
not paying any fixed charges?

19.1. The Petitioner during the hearing submitted that any revisions or medifications in the
existing fixed charge rates or their underlying mechanism shall be-carried out in line with
the provisions and policy guideliries of the National Electricity Plan (NEP) 2023-27,
particularly Strategic Directive No, 74, which provides-that:

Uixed charges shall be progressively incorporated in the tariff§ of all consumer segments
except consumels of protected category. Such fixed charges shall duly account for, inter
alia, share of capacity cost in cost of service, market interventions, consumption behaviors
and afordability of consumers, It is aimed that by FY-2027, the fixed cherges shall accounr
for at least 209% of the Fixed cost of the respeca ve categanes evalusted t&mugb a cost-of
service study.” S _ .

19.2. The Authority noted that earlier fixed charges were being levied at around Rs.400-
: 500/kW/month based, on higher of 50% of sanctioned lead or actual MDI for the month.
The rate was subsequently enhanced to Rs:2,000/kW/month vide decisions dated
14.06.2024, however, the Federal Government vide its Motion for uniforra tariff dated
03.07.2024; requested to revis¢ the same downward as Rs.1,230/kW/month based on
higher of 25% of the sanql:ione_d load or actual MDI for the month. The Authority vide
decmoxi dated 11.07.2024, in the matter of uniform tariff Motion, considering the
concerns raised by stakeholders, and prevmhng economic challenges decided to xest:nct

fixed charges at Rs.1 250/]{me0nt]1

19.3. The prime ob]ectlve of revision in fixed cha:ges and correspond.lng reductmn in variable
charges is to incentivize consumers to increase their electricity consumption from national

grid, thus, lowering their overall effective tariff. * qr .
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19.4.

19.5,

Here it is also to be highlighted that the Authority has recently initiated the process of
amendments in NEPRA (Prosumer) Regulations, whereby, changes in both the
methodology and rate for the exparted units are being proposed. These changes, once
approved, may result in increased consumption from the Grid, consequently leading to
higher recovery of fixed costs, as part of variable charges. In view thereof, for the purpose
of instant determination, the Authority bas decided to maintain the existing rate of fixed
charges for the consumers who are currently being charged fixed charges at Rs./kW/month
along-with the applicability mechanism.

Similarly, for consumers, who are currently being charged, fixed charges as

" . Rs./Consumer/Month, the Authority has also decided to maintain the existing practice.

20,

20.1.

20.2,

20.3.

20.4,

20.5.
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Whether the schedule of tariff be designed on cost-nf-gervice basis or otherwise?

The Petitioner submitted that schedﬁle of tariff should be made reflective of the cost of
service, without inter-tariff cross subsidy. The Petitioner also referred SD-82, 83 & 84 of
NE plan, The Petitioner also submitted that, till implementation of subsidy disbursement
mechanism [SD 67} and action plan thereof [SD 68], the subsidy to the protected
residential consumers may continue.

The submissions of all DISCOs regarding the applicability of a cost-of-service (CoS) based
lariff structure have been analyzed. Multiple DISCOs like Petitioner itself, GEPCO,
QESCO, HAZECO, and PESCO explicitly referred to the NE Plan SD-82, 83 and 84, which
call for transitioning toward CoS-based tariffs to promote transparency, financial
sustainability, and equitable allocation of costs among consumer ¢ategories, DISCOs in
general have supported CoS based tariff design, which would enthance transparency, and
equitable cost allocatlon ameong conswmers in terms of acl:ual costs they impose on the
system.,

The Authority noted r.hat NE Plan prowdes that tariffs for the residential consumers shall
be progressively adjusted to align with the principle of cost-of-service, taking into account
the following: .

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. indusixial & commercial consumers, pursuant to the Strategic Dirvective 084;
ii. other residential consumers (above cost recovery).

SD 84 states that Cross-subsidy by the productive consumers, to subsidize residential and
agriculiural consumers, shall be progressively restricted to 20% of the respective cost of
servme of such consumers by FY-2026.

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 is being shifted towards
commercial and other residential consumers (above cost of service). :
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21,1,

Whether there will be any ¢law back mechanism or not?

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

21.2. ‘The Authority understands that sharing mechanism for any savings by the utility has alzeady

22

22,1,

22.2,

35|Page

been provided under each head separately e.g. U8M 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 DISCO and consumers equally. :

Order
In view of the dlscussmn made in precedmg paragr aph., a.nd accounting for the
4djustments discussed above, the allowed revenue requirement of the Petitioner, for the
FY 2020-21 along-with upfront indexation/adjustment for the FY 2021-22 dnd FY' 2022-
23, to the extent:of its diskribution function is summarized as under;

Units Puxchase'd [M\.;\\ri] - 5,486

+ . [Units Sold {MEWRH] 4,523
- |tfnits Lost MEW] 963
Units Lost | 7 (85 . 17.55%
Egerpy Charpe ’ ’ ' 44,484 )

i o Capacity Chazge* + = = ’ : ) 112,729
« Transmission Charges{ddarket Fee . Y- 13,960
Wire Business ) . 32,785
Power Purchase Price I Ra) 3030575

Pay & Allowances

Post Retirement Bencfits
Repair & Maintainance
Trnvelmg allowance

e Velield rl‘.umll!nanci!“ )

Orier expenses

OEM Cost [én.Rs]

Depriciation

RORB

Q.neome
Morgin ' : (Ml Re]
Prior Year Adjusiment [4dia Ra]
Wuiklnp. Capital” .- . |atln Rx]
Revenue Regulrement [Min R} 2,048 205,524
Averpae Tarlff - - {ReskWh] SR T

The above assessiment 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
deviaton / misrepresentation observed at a later stage, the Petitioner shall be Leld
responsible for the consequences arising under the NEPRA Act, Rules and Regulations
made'thereunder. Any consequential adjustment’ if required will be made accordingly.




Determination of the Authority in the mater of MYT Petition
- 6f HESCO for Supply Teriffunder the MYT Regime

The Petitioner is directed to follow the following time lines for submission of its future
indexation/adjustment during the MYT control period; -
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For determination of use of system charges based on the aforementioned revenue

requirement the Petitioner is directed to file its use of system charges pei:mons in hne with
applicable documents :

1

The Pennoner is responsible to prmnde distribution service within its service territory on
] non—dsscnmmatory basis to all the consumers who meet the eligibility criteria laid down
by the Authority and make its system available for operation by any other licensee,
consistent with applicable instructions established by the system operator.

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

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.

The Petltloner shall follow the performance standards laid down by the Authonty for
dlstnbutJon and transmission. of electric power, including safety, health and
envnonmenlal protection instructions issued by the Aumonty or any Govemmental
agency ‘or Provincial Government,

The Petitioner shall ensure to develop, mamtam and publ:cly make available, its
investment program for satisfying its service obligations and acquiring and selling its assets,

22.10. 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.
22.11. The Petitioner shall comply with, all the existing or future apphcable Rules, Regu]anons,
orders of the Authority and other applicable documents as issued from time to time.
23, & v of Directio |
23.1.  The Authority hereby directs the Petitioner;

i
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To provide the reconciled date of sales mix for last 3 years with its reported revenue
| s St
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Determination of the Authority in the matter of MYT Petition
of HESCO for Supply Teriffunder the MYT Regime

as per audited financial statements.
To cerlify that no capex nature expenses recorded as part of O&M expenses,

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 year wise detail of amounts deposited in the Fund, amount withdrawn
along- with profit/interest earned thereon since creation of Fund each year.

To provide the amount of IDC capitalized with its subsequent adjustment request and
reflect the same in its Andited Financial Statements each year,

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

To ensure that by the time it files its next tariff petidon/ adjustment request, MDI for
all consumers at all levels is properly recorded.

To provide a certification from its Auditors that Repair and Maintenance expendituxe
does not include eny CAPEX nature item.

The Determination of the Authority, is hereby intimated to the Federal Government for
fiting 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 Generadon, Transmission and
Distribution of Electric Power Act, 1997, while notifying the uniform tariff application

decision of the Authority, -
- AUTHORITY

1

as
L4

Qe Oyt

Amina Ahmed Engr. Magsood Anwar Khan

Member . s . Member

Waseem Mukhtar
Chairman




Annex-L

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

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

Where:

Fuel Price variation is the difference between actuat and reference fuel cost component
Actual fue] cost component is the fuel cost component in the pool price on which the

DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracts, in a particular month; and

Reference fuel cost camponent 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
consuiner and the billing impact shall be worked out on the basis of consumption by the consumer

in the respective month.
{!U\gt..‘ﬁ " C%__

38 -



Annex-I-A

QUARTERLY ADJUSTMENT MECHANISM

Quarterly adjustiment shall be the Actual variation in Power Purchase Price (PFP), excluding
TFue! 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 (aq4))= luding Fuel cost)}-PPP(recovered {excludin 1 cost
Where;

PPPiacust is the actual cost, excluding Fuel cost, invoiced by CPPA-G to XWDISCOs
and for energy procured through bilateral contracts, adjusted for any cost disallowed

by the Authority.

PPPRocavarsdy is the amount recovered based on reference rare in Rs/kWh, excluding
fuel cost, as per the tariff determination that remained notified during the peried.

Impact of T&D losgeé QI-I FCA

= Monthly FCA allowedmenwi x Actual units Purchase x % T&D losses

‘Where;

Monthly FCA allowed Raaynt is the FCA sllowed 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,
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HYDERABAD ELECTRIC SUPPLY COMPANY LIMITED {HESCO)
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Annex-V

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

GENERAL DEFINITIONS

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

1.

I|Page

“Month or Billing Period”, unless otherwise defined for any particular tariff category,
means a billing month of 31 days or less reckoned from the date of last meter reading.

If, for any reason, the scheduled reading period of a consumer exceeds the number of
days in a calendar month, the total consumption should be prorated to match the
number of days in that calendar month for determining the applicable slab rate and
same be used for actual billing purpose.

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

“Tixed 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,

“Billing Demand” means the 25% of the sanction load or Actual maximum demand
recorded in a month, whichever is higher, except in the case of agriculture tariff D2
where "Billing Demand” shall mean the sanctioned load.

Frovided that for the pupose of fixed charges sanctioned load means maximum
demand recorded during preceding 60 months.

Provided further that In case of new connections or consumers who have
renewed/revised their sanctioned load, the fived charges will be charged on 25% of
the sanctioned load or actiral maximum demand recorded in a month, whichever is
higher. However, upon establishment of MDI in next six months, the adjusement of
fixed charges will be made accordingly by the DISCO.”

Provided also that consumers having alternate/ dual source i.e. captive power, net
metering efc. the existing mechanism of fixed charges shall remain the same ie. the
25% of the sanctioned load or actual maxdmum demand recorded in a month,

whichaver is higher.
“Variable Charge” means the sale rate per kilowatt-hour (KkWh) as a single rate or part
of a two-part tariff applicable to the actual kWh consumed by the consumer during a
billing period.

“Maximum Demand"” where applicable, means the maximum of the demand obtained
in any month measuzed over successive periods each of 30 minutes’ duration except in
the case of consumption related to Arc Furnaces, where “Maximum Demand” shall
mean the maximum of the demand obtained in any month measured over successive
periods each of 15 minutes’ duration.




10.

11,

12,
13.

14.
15.
16.

“Sanctioned Load” where applicable means the load in kilowatt as applied for by the
consuraer and allowed/authorized by the Company for usage by the consumer,

“Power Factor” means the ratio of XWh to KVAh recorded during the month or the
ratio of kWh to the square root of sum of square of kWh and kVARh,.

Paint of supply means metering point where electricity is delivered to the consumer.

Peak and Off Peak hours for the application of Time Of Use (TOU) Tariff shall be the
following time periods in a day:
* PEAX TIMING, OFF-PEAK TIMING
Dec to Peb (inclusive) 5PMtc 9PM Remaining 20 hours of the day
Mar to May (inclusive) 6 PM to 10 PM -do-
June to Aug (inclusive) 7 PMto 11 PM ~do-
Sept to Nov {inclusive) 6 PMto 10 PM -do-

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

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

"Consumet” as defined in NEPRA Act.

“Charitable Institution” means an institution, which works for the general welfare of
the public on no profit basis and is registered with the Federal or Provincial
Government as such and has been issued tax exemption certificate by Federal Board of
Revenue (FBR),

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

The "Authority” means “The National Electric Power Regulatory Authoriry (NEPRA)”
constituted under the Regulation of Generation, Transmission snd Distribution of
Electric Power Act.

GENERAL CONDITIONS

L.

2|Page

“The Company shall render bills to the consumers on a monthly basis or less on the
specific request of a consumer for payment by the due date.

The Company shall ensure that bills are delivered to consumers at least seven days
before the due date. If any bill is not paid by the consumer in full within the due date,
a Late Payment Surcharge (LPS) of 5% may be levied for next three (03) days after the
due date and thereafter 10% LPS may be charged on the amount billed excluding
Govt. taxes and dutles etc, In case bill is not sexved at least seven days before the due
date then late payment surcharge will be levied after 7 day from the date of delivery
of bill.

The supply provided to the consumers shall not be available for resale.

In the case of two-part taxiff 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 shali pay a penalty of two percent increase in the fixed charges
determined with reference to maximum demand during the month corresponding to




PART-U
(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 vp to 1 kW,

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

“Protected consumers' 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 Taxiff is applicable for supply to;
i} Residences,
if) Places of worship,

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.e. A~1(a) tariff,

3. All new consumers having sanctioned load 5 kW and above shall be provided T.O.U
metering arrangement and shall be billed on the basis of tariff A-l(b) as set out in the
Schedule of Tariff.

4, All existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangement and converted to A- 1(b) Tariff by the Company.

A2  COMMERCIAL

1. This tariff is applicable for supply to commercial offices and commercial
establishments such as:

i) Shops/Flower Nurseries/Cold Storage

i) Hotels, Hostels and Restaurants,

i)  Petrol Pumps and Service Stations,

iv) Compressed Natural Gas filling stations,

V) Private Hospitals/Clinics/Dispensaries,

vi) Places of Entertainment, Cinemas, Theaters, Clubs;

vii)  Guest Houses/Rest Houses,

viii}  Office of Lawyers, Solicitors, Law Associates and Consultants etc.
ix) Electric Vehicle Charging Stations (EVCS)

2. Electric Vehicle Charging Stations shall be billed under A-2(d) tariff i.e. Rs./kWh for
peak and off-peak hours. For the time being, the tariff design is with zexo fixed
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charges, however, in future the Authority after considering the ground situation may
design its tariff structure on two patt basis i.e. fixed charges and variable charges.

3. The Electric Vehicle Charging Station shall provide “charging service” ;g Eleg;ric
Vehicle shall provide charging service to Electric Vehic r the
fox BVCS category, plus margin, to be determined by the market forces 1;5g1f‘ ’I'he

EVCS shall be billed by DISCOS under A-2(d) tariff. However, monthly FCAs either
positive ot negative shall not be applicable on EVCS,

4, Conswmers under tariff A-2 having sanctioned load of less than 5 kW shall be billed
under a Single-Part kWh rate A-2(z)

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

6. 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 A-2(c).

A-3  GENERAL SERVICES
1. This tariffis applicable to;

i Approved religious and charirable institutions

H, = Government and Semi-Government offices and Institutions

ii. Government Hospitals and dispensaries

iv. Educational institutions

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

meant for the irrigation or reclamation of Agriculture land.
Consumers under General Services (A-3) shall be billed on single-part kWh rate i.e.
A-3(2) tariff,
B INDUSTRIAL SUPPLY
Definitions
1. “Industrial Supply” means the supply for bona fide industrial purposes in factories

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

2, For the purposes of applicaton of this tariff an “Industry” means a bona fide
undertaking or establishment engaged in manufacturing, value additon and/for
processing of goods.

3. This Tariff shall also be available for consumers having single-metering arrangement
such as;

i) Poultry Farms
ii) Tish Hatcheries, fish farms, fish nurseries & Breeding Farms and
iif) Software houses

Conditions
An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connection is seasonal in nature as defined under Tariff-F, and he
QT Jag
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undertakes to abide by the terms and conditions of Tariff-F and pays the difference of
security deposit rates previously deposited and those applicable to tariffF 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 Tariff category and vice versa. This option can be
exercised at the time of obtaining a new connection or at the beginning of the season.
Once exercised, the option will remain in force for at least one year.

B-1 SUPPLY AT 400 VOLTS THREEPHASE AND/OR 230 VOLTS SINGLE PHASE

B-3

This tariff is applicable for supply to Industries having sanctioned load upto 25 kW,
Consumers having sanctioned load upto 25 kW shall be billed on single-part kWh
rate.

Consumers under tariff B-1 having sanctioned load of less than 5 kW shall be billed
under a Single-Part kWh rate. However, B-1 consumers having sanctioned load of less
than 5 kW may opt for ToU meter

The existing and prospective consumexs having load of 5 kW and above shall be
provided T.O,U metering arrangement and shall be billed under tariff B1(b).

SUPPLY AT 400 VOLTS

This tariff is applicable for supply to Industries having sanctioned load of more than
25 kW up to and including 500 kW.

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

All new applicants i.e. prospective consumers applying for service to the Company
shall be provided T.0.U metering arrangement and charged according to the
applicable T.O.U tariff.

SUPPLY AT 11XVAND 33 kV

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

The consumers may be allowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned gzid 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 lime charges and 100% cost of land
proportionate to load, While allowing extension in load, the DISCOs shall ensure that
no additional line losses are incurred and additional loss, if any, shall be borne by the
respective consumers.

If, for any 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 proportonate basis for the actual number
of days between the date of the old reading and the new reading.




4. The supply under this Tariff shall not be available to a prospective consumer unless he
provides, to the satisfaction and approval of the Company, his own Transformer,
Circuit Breakers and other necessary equipment as part of the dedicated distribution
system for receiving and controlling the supply, or, alternatively pays to the Company
for all apparatus and equipment if so provided and installed by the Company. The
recovery of the cost of service connection shall be regulated by the Eligibility Criteria
laid down by the Authority read with Consumer Service Manual (CSM).

5. All B-3 Industrial Consumers shall be billed on the basis of T.0.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 Industrdes for all loads of more than SMW
receiving supply at 66 XV, 132 kV and above and also for Industries having load of
5MW or below who opt to receive supply at 66 kV or 132 kV and above,

2. If, for any reason, the meter reading date of a consumer is altered and the
acceleration/retardation in the date is up to 4 days, no notice shall be 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. If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Criteria laid down by the Authority read with
CSM, the supply under this Tariff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breazkers and other
necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Eligibility Criteria laid
down by the Authority read with CSM.

4. Al B-4 Industrial Consumers shall be billed on the basis of two-part T.OQ.U tanif,

C BULK SUPPLY

“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, commercial, tube-well and others,

General Conditions

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

C-1  SUPPLY 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 kW,

2. Consumers having sanctioned load less than $ 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.O.U
metering arrangement and shall be billed on the basis of Time-~of-Use (F.0.U) tariff C-
1{c) given in the Schedule of Tariff.

4. All the existing consumets governed by this tariff having sanctioned load 5 kW and
above shall be provided T.0.U metering arrangements,

C-2 SUPPLYAT 11KV AND33kV

1. This tariff is applicable to consumers receiving supply at 11 kV or 33 XV at one-point
metexing arrangement and having sanctioned load of more than 500 kW up to and
including 5 MW,

2, The consumers may be allowed extension of load beyond SMW 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, However, only such consumerxs be allowed extension of load
beyond 5MW upto 7.5MW whase connection is at least three (3) years old, While
allowing extension in load, the DISCOs shall ensure that no additional line losses are
incurred and additional loss, if any, shall be borne by the respective consumers,

3. The supply under this Tariff shall not be available to a prospective consumer unless he
provides, to the satisfactdon and approval of the Company, his own Transformer,
Circnit 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 CSM.

4. All new consumers shall be provided TOU metering arrangement and shall be billed
on the basis of tariff C-2(b) as set out in the Schedule of Tariff.

5. Existing consumers governed by this tariff shall be provided with T.0.U metering
arrangement and converted to C-2(b).

C-3 SUPPLY AT 66 kV AND ABOVE

1. This tariff is applicable to conswumers 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 Jaid down by the Authority read with
CSM, the supply under this Tariff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution. system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other

Y it

TjPage




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

3. Existing consumers governed by this tariff shall be provided with T.O.U metering
arrangement and converted to G-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 SUPPLY

“Agricidtural Supply” means the supply for Lift Irrigation Pumps and/or pumps
installed on Tube-wells intended solely for irrigation or reclamation of agricultural
land or forests, and include supply for lighting of the tube-well chamber.

Special Conditions of Supply
1. This tariff shall apply to:

i) Reclamation and Drainage Operation under Salinity Control and Reclamation
Projects (SCARP):

ii) Bona fide forests, agricultural tube-wells and lift irrigation pumps for the
ixrigation of agricultural land.

iii) Tube-wells meant for aqua-culture.

iv) Tube-wells installed in a dairy farm meant for cultivating crops as fodder and for
upkeep of cattle.

2. If, for any reasom, 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 rétardation. Bug 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 under this Tariff shall not be available to consumer using pumps for the
irrigation of parks, meadows, gardens, orchards, attached to and forming part of the
residential, commercial or industrial premises in which case the corresponding Taxiff
A-1, A-2 or Industrial Tariff B-1, B-2 shall be respectively applicable.

1. Thie tariff is applicable to all Reclamation and Drainage Operation 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 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.0.U) tariff

1>-1(b) given in the Schedule of Tariff.
3\ gt
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4. All the existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangements and shall be governed by D-1(a} till that time.

D-2

1, This tariff is applicable to conswmers falling under Agriculture Supply excluding
SCARP related installations.

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.e. D-2(a) tariff given in the Schedule of Tariff.

3. All new consumers having sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of- Use (T.O.U} tariff
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.0.U metering arrangements and shall be governed by D-2(a) till that time.

E-1 TEMPORARY RESIDENTIAL/COMMERCIAL SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporarily on special occasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring 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 initially
for & peried of six months which is further extendable on three ronth basis up to
completion of the specific job/project for which the temporary conmection was
obtained. However, there is no minimum time period for provision of temporary
connection. The temporary- eonnection for illumination, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremonies, civil
or military functions etc,, testing of industrial equipment or any othey emergent
requirement of temporary nature, can be provided for specific time period not
exceeding two weeks, The sanctioning officer shall ensure that the temporary
connection will be utilized for temporary purpose only.

Special Conditions of Supply
1. This tariff shall apply to Residential and Commercial constmers for temporary supply,

2. Ordjnarily the supply under this Tariff shall not be given by the Company without
first obtaining 'security equal to the anticipated supply charges and Dther
miscellaneous charges for the period of temporary supply.

E-2 TEMPORARY INDUSTRIAL SUPPLY

“Temporary Industrial Supply” means the supply given to an Indusiry for the bonafide
purposes mentioned under the respective ‘definitions of “Industrial Supply”, during
the construction phase priox to the commercial operation of the Industrial concern.

SPECIAL CONDITIONS OF SUPPLY

L. Ordina.n'ly the supply under this Tariff shall not be given by the Company without
first obtaining security equal to the anticipated supply charges and ~other
miscellaneous charges for the period of temporary supply.
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2,

Normally, temporary connections shall be allowed for 2 period of 3 months, which
may be extended on. three months basis subject to clearance of outstanding dues.

SEASONAL INDUSTRIAL SUPPLY

“Seasonal Industry” for the puxpose of application of this Tariff, means an industry
which works only for part of the year to meet demand for goods ar services arising
during a particular seasor of the year, However, any seasonal industry running in
combination with one or more seasonal industxies, against one connection, ina
manner that the former waorks 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 any period comprising twelve consecutive months.

1.

All "Definitions” and “Special Condidons of Supply” as laid down under the
corresponding Indusmal Tariffs shall also form part of this Tariff so far as they may be
relevant.

Special Conditions of Supply

1.
2,

10|Payge

This tariff is applicable to seasonal industry.

Fixed Charges per kilowatt per month under this tariff shall be levied at the rate of
125% of the corresponding regular Industdal Supply Tariff Rates and shall be
recovered only for the peried that the seasonal industry actually runs subject to
minimum period of six consecutive months during any twelve consecutive months.
The condition for recovery of Fixed Charges for a minimum period of six months shall
not, however, apply to the seasonal industries, which are connected to the Company’s
Supply Sysl:em for the first ime during the course of a season.

The consumers falling within the purview of this Tariff shall have the OptIOII. to
change over to the corresponding industrial Supply Tariff, provided they undertake to

- dbide by all the conditions and restrictions, which may, from time to time, be

prescribed as an integral part of those Tariffs. The consumers under this Tariff will
have the option to convert to Regular Taxiff and vice versa. This option can be
exercised at the ime of obtaining a new connection or at the begmmng of the season.
Once exercised, the option will remain in force for at least one year.

AH seasonal Toads shall be disconnected from the Company’s Supply System at the end
of the season, specified by the consumer at the time of getting connection, for which
the supply is given. In case, however, a consumer requires running the non-seasonal
part of his load (e.g., lights, fans, tube-wells, etc.) throughout the year, he shall have
to bring out separate circuits for such load so as to enable installation of separate
meters for each type of load and charging the same at the relevant Tariff,

Where a “Scasonal Supply” consumer does not come forward to have his seasonal
industry re-connected with the Company's Supply System in any ensuing season, the
service line and equipment belonging to the Company and installed at his premises
shall be removed after expiry of 60 days of the date of commencement of season
previously specified by the consumer at the time of his obtaining new conmection/re-
connection. However, at least ten clear days notice in writing under registered post
shall be necessary to be given to the consumer before removal of sexvice line and




equipment from his premises as aforesaid, to enable him to decide about the retention
of connection or otherwise. No Supply Charges shall be recovered from a
disconnected seasonal consumer for any season during which he does not come
forward to have his seasonal industry re-connected with the Company's Supply
System,

G PUBLIC LIGHTING SUPPLY

“Public Lighting Supply” means the supply for the purpose of illuminating public
lamps. The supply under this tariff shall also be applicable for lamps used in public
playgrounds and public parks.
Definitions
“Month” means a calendar month or a part thereof in excess of 15 days,
Special Conditions of Supply '
The supply under this Tariff shall be used exclusively for public hghnng installed
on roads or premises used by General Public.
H RESIDENTIAY. COLONIES ATTACHED T'O INDUSTRIES

This tariff is applicable for one-paint supply to residential colonies attached to the
industrial supply consumers having their own disaibution facilities.

" Definitions

“One Point Supply” for the purpose of this Tariff, means the supply given by one
point to Industrial Supply Consumers for general and domestic consumption in
the residential colonies attached to their factory premises for a load of 5 Kilowatts
and above. The purpose is further distribution to varlous persons residing in the
attached residential colonies and. also for perimeter lighting in the attached
residential colonies.

“General and Domestic Consumption”, for the purpose of this Tariff, means
consumption for lamps, fans, domestic applications, including heated, cookers,
radiators, air-conditioners, refrigerators and domestic tube-wells. '

_ "Residential Colony” attached to the Industrial Supply Consumer, means a group
of houses annexed with the factory premises constructed solely for residential
purpose of the bonafide employees of the factory, the establishment or the factory
OWInexs or partners, etc, :

Special Conditions of Supply
The supply under this Tariff shall not be available to persons who meet a.part of
their requirements from a separate source of supply at their premises.

TARCTION

Supply under this tariff means supply of power in bulk to Railways for Railway
Tracdon only.
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g Sk Islamic Republic of Pakistan

., Vs National Electric Power Regulatory Authority
Tt

73
%%‘[gx! %E
EE} pﬂ@;ﬁ : NEPRA Tower, Attaturk Avenue (East), G-5M, {slamabad.

. Tel: +92-51-9206500, Fax: +92-51-2600026
RBQIStrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

~ No. NEPRA/R/ADG(Tarifty/TRF-I DOICPPAGM/ ?—3’—7‘6 January 07, 2026

Subject:  Decision of the Authority in the matter of request filed by Ceniral Power Perchasing
Agency {Guarantee) Limited (CPPA-G) for Approval of Power Purchase Price Forecast
for tlie 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}
& III {total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026.

2. . The instant Decision of the Authority alongwith Annex 1, I[ & 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, 1997. The instant Decision
alongwith Annex-1, It & III attached with the Decision be also notified in terms of Section 3| of the NEPRA

Act, while notifying the uniform tariff application decision of the Authority.
O At KErwau

Enclosure: As abhove
(Wasim Anwar Bliinder)
Secretary,
Ministry of Energy (Power Division),
‘A’ Block, Pak Secretariat,
Islamabad

Copy to:

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

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

3. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited (CPPA-G}), Shaheen
Plaza, 73-West, Fazl-e-Haq Road, Islamabad
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Power Purchase Price Forecast for CY 2026

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 Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (the NEPRA Act), read with Rule 17 of the
NEPRA (Tariff Standards and Procedure) Ratles, 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,
2023, In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read
with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distibution Companies (DISCQOs) are required to initiare
the tariff determination process by submitting their minimum filing requirements by
January 31# of each year. The submission is followed by internal deliberaton 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
determinadons, 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 elecericity bills
owing to increased seasonal consumption, which, according te 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 consurption, 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 (Methadology
and Process), 2015" to enable alignment of regulatory proceedings for planning activities
and schedule of rate case and tariff determinations.

The MoE submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual tariff determination
process timelines through amendments to the relevant legal and regulatory framework, so
as to enable notification of the rebased tariff with effect from 1¢ January, each year,
following completion of all the requisite regulatory proceedings. In this regard, it is
highlighted that the Authority has already determined (PPP) references up to June 2026
and that projections for the remaining peried 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;
"WEPRA shall revise the annual tarif¥ determination process timelines by amending the

relevant legal and regulatory framework (guidelines, rules and procedures) to ensure
that annual rebasing Is notified with effect from January It of each year, after

completion of all regulatary 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 (fanuary—December 2026)
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Power Purchase Price Forecast for CY 2026

Considering that the PPP constitutes a substantial component of the consumer end tariff,
t the Authority, in order to ensure transparency and afford an opportunity of hearing to
all the stakeholders, decided to conduct a public hearing in the matter, Accordingly, a
public hearing was held on 18.11.2025 at NEPRA. Tower Islamabad. Notice of the public
hearing was published in the National Dailies on 12,11.2025, inviting comments and
objections from the interested/ affected parties. In addition, individual notices were
issued to the Petitioner and other relevant stakeholders, The following issues were

framed for deliberation during the public hearing:
a. What is the basis of demand forecast for DISCOs under different scenarios?

b.  What is basis for set of 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 methodology has been adopted for allocation of generation (GWh) to
DISCO:s along with power purchase price cost?

The hearing was held as per the schedule, wherein the Petitioner was represented by the
CEC- CPPA-G, along-with its technical and financial teams. The hearing was also
attended by representatives of the Ministry of Energy (MoE), including the Additional
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 submitred 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,
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19.3. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electricity consumption trends. Based on historical elasticity
estimates and GDP projections by IMF, economic growth is expected to result in 2
carresponding 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:

Fab-26 5903 5,990 '
Mar-26 7.203 7310
Apr-26 9,270 2,408
May-26 11,517 11,688 ’
Jun-26 12,630 12,817
Tul-26 12,809 12,999
Aug-26 12,799 12,989
- Sept-26 11,499 11,669
Occ26 |, 9781 gAlg
Nov-26 ! 6816 | 6817
Dac-26 6,843 6945

Telr26 732 751
Mar-26 %66 | 590
Apr-26 550 974
May2s | 1072 | 1098
Jun-26 1184 1214
Tul-26 1,265 1296
Avg26 1.265 1.2%
Sepv26 | . 1324, | . 129
Ocw26 | 1073 - 1,106
‘Nov26 [ 967 992
Dec-26 777 797

19.4. CPPA-_G presented the following demand trends for the last twa years, based on which it
has assumed a growth of 1% in the instant PPP forecast:
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20.3.

20.4.

205,

20.6.

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
irrigation requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches.

I'zel 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 incorporates
assumptions for normal futel 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, aud TCEB. These assumptions are detailed below:

Fuel Price Assumptions
Imp Tmp Imp
Coal Coal Coal Thar

Years Gas | Bremr | API-4 | 1c13 | 1014 | Co% RYO eBagass HSD

RSBI‘T'WI!;M $/Barrel [ §/MTon | $/MTon | $/MTon{$/MTon | $/MTon Ra./MT
on

Jan-26 | 1,295 67 84.6 58 30.7 18.6 461 5209 | 276.81
Feb-26 | 1,225 67 84.6 58 1 307 18,6 461 5209 | 276.81
Mar-26 [ 1,225 &7 84.6 58 30.7 18.6 461 ‘5209 | 27681
Apr-26 | 1,295 67 84.6 - 58 30.7 18.6 461 5200 | 275.81
May-26 [ 1,225 67 84.6 58 30,7 18.6 461 5209 | 276.81
Tun-26 | 1225 |+ 67 84.6 58 | 307 18.6 461 5209 | 276.81
Ju-26 | 1,225 67 - 84.6 58 a0.7 18.6 461 5470 | 276,81
Aug-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 27681
Sept-26 | 1,225 67 -84.6 58 30,7 18.6 461 5470 | 276.81
Qet-26 | 1,225 &7 84.6 58 30,7 18.6 461 5470 | 276.81
Nov-26 | 1,925 67 84.6 58 30,7 18.5 461 5470 | 276.81
Dec-26 | 1,275 67 84.6 58 30.7 18.6 461 5470 | 276.81

Rs/Litre

Additionally, 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 fuel prices
takes into account a 5% reduction in the fuel price during the horizon.

Econometric Parameters

With respect to key macroeconomic parameters, projections have been developed for,
inter alie, SOFR, KIBOR, U.S. inflation, and domestic inflation. The inflation data for the
United States and Paldstan has been sourced from the IMF's World Economic Qutlook
report. To estimate KIBOR and SOFR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics. :
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Other Assumptons:

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 Summer 2026 (following the commissioning
of Lahore Noxth), as per the Normal Operadon arrangement of the §CS

Strategy Table provided by M/s NARI,

» RLNG Offtake: The mandatory 50% offiake under contracrual obligations for
RLNG has been assumed in this dispatch plan.

* RING and RFO Projections: These are based on assumed demand seenarios.
However, actual fuel demand may vary depending on real-time systern
conditions and ‘will be managed in accordance with prevailing contractual

agreements.

» Renewable Energy Generation: Assumed based on the previous year's energy
profile, ' ’ '

* Imports and Other Sources: Import from Iran has been considered in the
overall assessment. However, generation from net metering has not been
included in the analysis to the extent of incremental additions during
January to December 2026.

» Fuel Source Assumptions: HSRPEL, PQEPC, CPHGCL, JPCL, and LEPCL are
assumed to operate exclusively on imported coal.

e« Future Projects; fncorporated based on the best available technical
assessments and information. However, actual dispatch may differ in
response to prevailing system conditions.

20.13. CPPA-G submitted that they have considered various national and international reports
te determine the assumptions used in the setting of reference (PPP).

20.14. Based on the aforementioned assumptions, CPPA-G presented the following five
scenarios of PPP forecast for CY 2026:

R R
Sold 10 DISCOS Gwh 135,822 125,822 127,815 125,822 125,822
MinRs 999,369 1.024,504 105,006 1.031,652 967,286
Fucl Cost RsJKWh 7.99 814 800 520 7.69
] _ Ml s 50,104 51,000 51,245 50,106 50,108
Variobla Q&M | Ko /KWW 0.4 04T 0.0 0,40 0,40
: ~ T 1974502 2.020,158 1971502 1.574,602 771,600
Capacity Chacges Re/K\Wh 1569 1607 1545 1569 15.69
i - i Re 3021,177 3,007,663 3,048,853 3,056,360 2,991,591
Power Purefuse Price (Exc Transy FoyITy 2400 T 85 9329
Transmissin + MOF Chorges Re./EWh 121 " 151 1.83 191

10
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What methodalogy has been adopted for allocation of generation (GWhs) to DISCOs
along with power purchase price cost?

CPPA-G submitted that, the actual monthly consumption pattern of DISCO's at the
132KV level, as observed during the immediately preceding period, has been maintained
across all the scenarios. The Authority in its determination for SPA registration has
mentioned the allocation of capacity on the basis of coincidental MDI initially, prior to
transition to 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 staxt providing data in accordance with the determiniation.

In view of the above, the allocation of CPP to DISCOs continue on non-coincidental
besis. For this, the latest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs. During hearing, n1o DISCO objected either to the eriteria or the proposed
quantum of energy allocated to each DISCO by CPPA-G.

Various stakeholders sabmitted 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 XWDISCOs for the first quarter of FY 2025-26, the
actual demand reported was lower than CPPA-G's projections. According to him,
this outcome reinforces their earlier submissions during the FY 2025-26 rebasing
proceedings, which he asserted were more reflective of ground realities.

v" He further highlighted the absence of accurate and consolidated data on behind-the-
meter solarization across Pakistan, noting that this gap undermines the credibility of
demand forecasts. Mr. Rehan also raised concerns that rapid advancements in battery

« storage technology could accelerate consumer migration away from the national grid
if tariffs are not rationalized. Additionally, he inquired about the rationale for the B2
industrial tariff being lower than the B3 industrial tariff

" Mr. Tanveer Barry, a commentator, noted that according to CPPA-G's submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/kWh,
while the highest stands at Rs,26.53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contracts, In response, CPPA-G clarified
that the impact of these renegotiations had already been incorporated during the
previous rebasing, wherein the PPP decreased from Rs.27.00/kWh in FY 2024-25 to

Rs.25.98/KWh in FY 2035-26. '

v Mr, Barry further submitted that electricity demand is unlikely to increase in the
future due to high tariffs, increasing consumer shift toward solar solutons, and the
contnued closure of industrial units.

¥ Mr. Aamir Sheikh, a commentator, submitted that in the previous rebasing exercise,

an exchange rate of PKR- 290/USD had been used, as it aligned with the rate
incorporated. in the Federal Government’s annual budget. He requested that the

@
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Power Purchase Price Forecost 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
data 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, also approved the incremental consumpton 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 generation 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 electricity prices for consumers, therefore,
accurate assessment of PKR/ USD as far as possible, is one of the most crucial elements of
PPP forecast,

CPPA-G presented multiple exchange rate scenarios in its PPP projections, ranging
between Rs.250/USD to Rs.300/USD and Rs.300/USD to Rs,310/USD, based on historical
trends and forward-looking assumptions. While such analysis provides usefil sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01.2026, realized this fact and
submitted révised PPP projaction 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 Jocal fuels, the Authority considers the
prajections made by CPPA-G under normal fuel price scenario are satisfactory, keeping
in view the reports and data relied upon by CPPA-G, while making such projections.

For other gconomic parameters i.e, LIBOR, US inflation and PAK inflaton, the Authority
considers the projections made by CPPA-G for the CY 2026, as reasonable. However, for
KIBOR, the Authority keeping in view the recent reduction in policy rate by the SBP.and
revised submissions of CPPA-G, has decided to account for KIBOR @ 10.70% from Jan. to
June 2026 and 10.50% from Jul, to Dec. 2026,

In view of the discussion made in the preceding paragraphs, the assumptions and source
wise estimated/projected generation along-with estimated cost of electricity generation
for the CY 2026 i3 approved as under;

14
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around 32% of the total projected PPP. The National Average Power Purchase Price
(NAPPP) works out as Rs.25.32/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. DISCQs 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 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 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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