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

NOTIFICATION

S.R.0. 47(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. 380(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 Multan Electric Power Company (MEPCO), is substituted with the
final tariff dated 12" January, 2026, intimated by the Authority, based on uniform tariff
determined by the Authority in terms of sub-section (4) of section 31, both of which
the Federal Government is pleased to notify as Annex-A-1, Annex-B-1, Annex-A,
Annex-B in terms of sub-section 7 of.section 31 of the Act. Provided that any
modification in the targeted subsidy shall accordingly be reflected in the applicable

variable charge specified in Annex-A-1, Annex-B-1 from time to time.

Furthermore, the National Electric Power Regulatory Authority decisions dated 7t
January, 2026 in respect of MEPCO 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 15! day of January, 2026.
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National Electric Power Regulatory Authority
Eslamic Republic of Pakistan

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

Registrar

No. NEPRA/R/ADG(Trf)/TRE-100/ /80 23 January 12, 2026

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

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

AND PROCEDURE) RULES, 1998 (THE RULES) WITH RESPECT TO

RECOMMENDATION OF CONSUMER END TARIFF

Subject:

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-land Cis intimated to the Federal Govemment for notification
in terins of Section 31(7) of the Act.

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

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

Price (PPP) Forecast for the CY 2026 dated 07 01 2026

Enclosure: As above

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

(Wasnm Anwar Bhinder)

Islamabad

Copy to:
Secretary, .Mr. Shehefyar AbBasi,
Ministry of Finance, Deputy Secretary
'Q' Black, Pak Secretariat, Cabinet Division,
Islamabad Cabinet Secretariat, Islamabad
Secretary, Secretary,
Energy Department, Energy Department,
Government of Punjab, Government of Sindh,

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

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

Secretary,

Energy and Power Department,

Government of Khyber Pakhtunkhwa,

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

Secretary,

Energy Department,
Government of Balochistan,
Civil Secretariat, Zarghocm Road,
Q{Ietta :

Secretary,
Water & Power,

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

Chief Executive Ofﬁcer
Ceatml Power Purchasing Agency Guaraniee
Li nitsd (CPPA-G), Shaheen Piaza, 73-West,

1 rdts se<Haq Road,
-Isiamabad
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECO), 426/A, PMA Link Road,
Jinnahabad Abbottabad

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

SEPCO Headquarters, Old Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (KEL),

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

Defence Housing Authority, Karachi

Chief Executive Officer,

: Hyderab_ad Electric Supply Company Ltd. (MESCOQ),

WAPDA Water Wing Complex, Hussainabad,
Hyderabad

Chief Executive Officer,

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

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

-Peshawar

Chief Executive Officer,

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

Islamabad

Chief Executive Offl icer,

Faisalabad Electric Supp[y Company Ltd (FESCO)
Abduliahpur, Canal Bank Road,

Faisalabad

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

Chief Executive Ofﬁcer
Lahore Electric Supply Company Ltd (LESCO),

22-A, Queen’s Road, Lahore

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

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

Multan
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(o8 Decision of the Authority reg.ardmg motion filed by Federal Government under
‘3;! s Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards
S and procedure) Rules, 1998 with respect: to recommendation of Copsumer and 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, whlle
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 MoE (PD) in its Motion stated that National Electricity Policy, 2021 (hereinafter, “the
Policy”) approved by the Council of Common Interests, provides under Clause 5.6.1 that the
financial sustainability of the sector is premised on the recovery of full cost of service, to the
extent feasible, through an efficient tariff structure, which ensures sufficient liquidity in the

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

State-Owned Distribution companies.

The MoE (PD) also stated that Section 31 (4) of the Act provides that the Authority shall, on
the basis of uniform tariff application, determine a uniform tariff for public sector licensees,
engaged in supply of electric power to consumers, in the consumer’s interest, on the basis of
their consolidated accounts. Accordingly, the Authority has been determining the uniform
tariff to be charged from the consumers, including the impact of targeted subsidy and inter
DISCO tariff rationalization / cross-subsidies, under the Act. The latest uniform tariff in field
for XWDISCOs was determined by the Authority through its determination dated July.1, 2025
and was notified vide SRO 1157 to 1167 (I1}/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 soeial 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’ taxiff rationalization is not aimed at
raising any revenues for the Federal Government, as it is within the determined revenue
requirements of the XWDISCOs consolidated in the terms of section 31 (4) of the Act. The
tariff rationalization enables the fulfilment of the parameters set forth in the Constitution as
well as the Policy. Once considered and approved, the same will lead to determination of
“uniform final tariff’, in terms of section 31 (7) of the Act, for notification by the Federal
Government with effect from 01.01.2026, to the extent of modification of existing rates notified
via SRO.1157 to 1167 (1)/2025 dated 01.07.2025, read in conformity with earlier issued

applicable notifications.

Further, in accordance with the Policy, the Federal Government may maintain a uniform
consumer-end tariff for K-Electric and State-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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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 foi K-Electric consumers, under section 7 and 31 of
the Act read with Rule 17 of the Rules, g0 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 madification 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 rariff 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 (I)/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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The Authority, in order to provide a fair opportunity to the Federal Government to present its
case and other relevant stakeholders, decided to conduct & hearing in the matter which was
scheduled on 12.01.2026 at NEPRA Tower Islamabad along with ZOOM. Notice of hearing was
published in newspapers on 09.01.2026 and also uploaded on NEPRA. website along-with copy

of Motion filed by the MoE (PD).

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

The MoE (PD) during the hearing reiterated its submissions made in the Motion and also
presented briefly on' tariff mechanism and how each component of the tariff-is adjusted
through periodic adjustments such as FCA, QTA and annual adjustment/indexations, It
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 overthe 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. . '




%

ﬂ&ﬂ"ﬂﬂ( Decision of the Auvthorlty regarding motion filed by Federal Goverpment under

Sl Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards
i 4 200 and procedure) Rules, 1998 with respect to recommendation of Copsumer end tariff

Determined Unit Sold (BkWh) '

- Net-Msterlng Solar | 6,539 MW
cY2026 || OFf-Grid Solar 12,629 MW

17. The MoE (PD) further stated that total revenue requirement of XWDISCOs for the CY 2026, as
determined by NEPRA, has-decreased by Rs.142 billion, as compared to FY 2025-26, resuiting
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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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 categary 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 hereu.pder:_ o
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Various commentators during the hearing, raised their concerns about the proposed increase in
tariff by the MoE (PD). Written comments were also received from Mr. Rehan Javed, an
industrial user from Karachi, A summary of the written comments from the commentators are

as under;

v Selective and Discriminatory Application of Base Tariff Reduction

The recently appi‘qﬁed 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.

' Excessive and Unsustdinable 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.




12

%

i

Section 7 and 31 of NEFRA Act 1997 read with Rule 17 of NEPRA (Tariff standards
and procedura) Rules, 1998 with respect to recommendation of Copsumer and tariff

" . .
j Decision of the Authority regarding motion filed by Federal Government under
~

v Misuse of Uniform Tariff Concept

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

inefficiencies,

v Structurally Flawed Industrial Tariff Design

The tariff structure ignores the distinction between 8-hour and 24-hour industrial
operations. Continuous industries improve load factor and grid stability, yet receive no
recognition. Failure to rationally structure B2, B3 and B4 categories discourages efficient .

demand behavior,

v Pena]izetion of Higher Voltage Consumens

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

principles_, discourages efficiency, and perpetuates higher system losses.

v" Absence of Demand-Side Strategy

v

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

correcnon, grid hollowing will continue.
Mr. Rehan Javed, durmg the hearing, reiterated his written comments.

APTMA submitted that the inclusion of cross-subsidy in the off-peak tariff for B3 and B4
industrial consumers renders the tariff' uncompetitive in international markets. It was
contended that 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 ¥Wh, 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 Bllwam 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 Federal Govemment .
Mr. Arif Bllwam also. requested that the peak and Off-peak rates should be abollshed 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 ;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.

¥ 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 subnntted in writing as well as
raised during the hearing by stakeholders are as under;

v’ Selective and Discriminatory Application of Base Tariff Reduction

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

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

NEPRA has determined the tariff of all categories / slabs at their cost of service.
Accordingly, the true picture reflects industrial cross subsidy of Rs. 4/unit. Since June 2024,
“the industrial cross subsidy burden has already been reduced by Rs. 123 billion. The
Federal Government is making further efforts to reduce the cross-subsidy burden from
industrial sector gradually,

v Misuse of Uniform Tariff Concept

The uniform tariff is designed to ensure national tariff equity and 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 grom'h of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being
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implemented, including an incremental incentive package aimed at enhancing demand and
optimizing the utilization of surplus capacity. '
The Authority has thoroughly examined the submissions made in the Motion, comments of the
stakeholders and available record and noted that as per the section 31(4) of the Act, the
Authority has been mandated to determine a uniform tariff as reproduced below;
31, Tariff. - (4) Subject to sub-sections (2} and (3), the Authority shall, on the basis of uniform
tariff application, determine a uniform tariff for public sector licensees, 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 uniform tardff (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 su'bs1dy 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 Morion.

Tn 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-L The
Uniform Tariff so determined by the Authority includes impact of PYA. of Rs.71.572 billion, to
be passed on in a period of twelve months from the date of notification of the instant decision,
Therefore, after a period of one year from the date of notification of the instant decision, the
uniform tariff after excluding the impactof PYA is attached herewith as Annex-B & B-I, which
would become applicable, For K-Electric, the applicable uniform tariff is attached as Anpex-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
INEPRA determined the revenue requirement / tariff for XWDISCOs for the CY 2026 i.e.
January to December. If the tariff is not notified w.e.f. 1 January, it may result in under/over
recovery of the allowed revenue requirement which would be adjusted in the next year’s tariff
as prior year adjustment. Therefore, in line with section 31(3)(a) which states thsil_: tariffs should
allow licensee the recdvery'of any and all costs prudently incurred to meet the demonstrated
needs of their customers, it would be appropriate to charge the tariff with effect from 1%
Ia.nuary for the relevant yaar. The Authority thus, agrees with the request of the MoE (PD) to
apply the tariff w.e.f. 01.0] 2026 '




Section 7 and 31 of NEPRA Aet 1997 read with Rule 17 of NEPRA (Turlff standards
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28, ‘The Federal Government while notifying the instant decision, shall also notify the individual
decisions of the Authority issued in the matter of each XWDISCQO along-with decision of

Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01.2026.
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Engr, Magsood Anwar Khan
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81 1,000 - 4162 40,99 30,04 4547 M5 29,54 2040 .43 I8 HHn B 365
&1 Peak 1,000 - 448 43.44 R 1) 5573 39.65 29 .09 43 50 0.4 3313 « 412
E10if Peak | i ) ' - 29,40 8.3 2854 5330 N arad 2103 29,08 30.44 20,99 s o 26,09
2 i - 1,250 40.21 83 2035 5412 3305 2010 28,80 2280 WM 3t.e3 s 0N
D2 -TOU (Prak} : . - - 44,63 42889 ner L1k ] 3.0 3088 3078 Iz 3523 J6.40 At .25
B2 » TOU (0ff-peak} - 1,250 35.0 32.64 2488 4248 2939 2060 0.7 280 28.07 28,51 28.43 W7
B3-Tou {Peak}- ) ~ - - 4,70 .14 3087 5479 85 ar.08 2094 3649 3413 368.58 C e © 3438
B3 - TOU {Cif-poaky - 1,250 w10 2051 10,37 4419 24.50 1647 18,34 1884 20.53 2.es frk ] 10.92
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Supply * ! 5,000 - 45.69 43,14 4,33 6283 40.42 32.2% 1.8 3L4N 3748 41,50 A8.88 34.08
Tatal fnduntdal T
&Inglo Point Supply ) _
Clia) Supply al 400 Vols-kesa than B kv 2,000 - 3193 5140 077 51,55 3208 3087 3L 20484 40,93 4714} - 2538 3_&.&; ]
C1[b) Supply ai 400 Violts-nxceeding 5 kW - 1,250 1342 3179 1727 2004 18,83 brAL 17.49 1543 2042 304 1287 2?!&
Timo af Use (TCL) - Peak . - .82 . 4g2a) o0 4934 0.0 28,54 ﬂi_.ﬂ! 2879 agat 45.29 war ETE
Tima of Ugg {TOU - OIF-Pack - 1,250 2447 4284 21.85 43,03 .57 219 an 20.45 3252 %93 182 2834
€2 Supply ol 11'kv’ - 1250 2042 0,50 16,10 .75 19.38 17.87 1820 18.14 2513 %08 13,57 AR
Thne of Usa {TOU) - Poak ! . - a1z s247 F ] 5203 2.5 M i 29.43 44.72 4833 20.57 343
Tina of Uso {TOU) - OT-Fork - ‘1250 1738 3588 145.98 3595 1702 1542 1582 1368 2515 FLR) | 11.37 . 1830
©3 Supply above 11 kY - 1,250 n.21 43.28 2582 45.62 27.25 2501 20.04 2199 M 41,72 F1E- ] . e
Tima of Uso {TOU) - Prak - - M Baoi KEEL] 3526 899 3559 LA nn L2980 ] 5145 Fa] 35405
Tima of Usa FOL) - OIF-Peak - 1,250 %528 43.33 23,67 43,53 24.52 23,87 4.0 22.04 brE: ] 19,77 19,71 23,48
Tolal Singlo Pelint Supply
Agricullurl Tubg-wolls + Tasif D
Scam - - 2518 420 23,02 4351 2283 2284 e} 1852 3858 .64 10.08 222
Timo af Usa (TCL) - Poak - - 247 39,70 19.67 40.40 140 20,10 10.60 18.64 30.30 30.78 1507 L5
Timo of Usz (TOU} - OIFPeak - 400 20,00 arig 1.1 822 1764 17,83 158y 14.38 2012 R EE-1 1290 HAN
Agricutv Tobe-wols - 400 280 49.51 048 .20 3,18 047 a9 43 41.03 41,67 a5.69 .14
Time of Usa (TOW) » Peok - - 30.58 53.53 .28 B48 3390 34.28 32,68 30.08 44.73 L1 ] 2949 2430
Tima of Usa {TOU) - Oif-Peak. - 400 20.55 4847 25,72 50.19 2001 29,70 28.88 20,53 3730 4385 24,29 ) . 2808
Tolal Agdeuttural L
Public Lighting - Torilf G 2,000 - 28.7) 47.04 2158 4833 2718 2777 .51 24.00 ri ) 45.29 2238 3%.?2
Rasiderill Gofonics ' 2,000 . 507 A2.47 2N 4347 2252 2311 2313 j8.41 T 40,73 1tH 25,20
Ralway Tracllon 2,000 . - . - . 2545 - 20.08 - - . - 20
Tarlif K - A . 1,250 - . 2295 - . . . 2208 .. . 18.55 2205
Time of Lsa (TOLY - Pook - - . . 29,24 - - - - 25.88 - - 2485 2804
Tima of Usz (TGU) « f-Poak - 1,250 - - 24.58 - - - - 2118 - . 20,15 2140
Tadill K «Rawat Lab 2400 - - - - - - - - 28,29 - - - 20.28
Pro-pakd §upgty Tagit N
Residmnttal . 1,000 - 40,82 5517 32,18 £9.50 3704 19,24 1886 .82 4788 5.0 34,20 40,05
Commarcial - A2 . - 1,250 0.8t 50.19 2533 B2 2n 204 arar 2.5 arse om0 225 2083
[Gonoral Sorvices - A3 2219 55.15 3.1 57.38 J282 .27 324 20,13 4511 5407 2.8 na
Indusirfed ' 40.3% 18,00 245 5548 3469 2481 22,81 2832 .70 2007 3023 2909
Singlo Paint Supgly 25.1¢ 46.63 e 48.91 2483 2549 2582 2043 .92 4268 17.83 2704
Agdculionn Tube-walls - Tudit D 33.2% 50,24 pEA ] 26.09 3449 3501 32,10 26.28 41407 45,31 pikr 38.04
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Annex-Q

( GoP Applicable Schedule of Tariff for K-Electric Constmers

eeimmn-— GoP Applicable Uniform -=em-------=

S I A e
Ry e w« .g! ¥ixed Charges| Fixed Charges | Variable Cherges
5{' i ®RsiConfM) | (RaAWIM) | (Rs/KWE)
"'s.g;x‘-‘i
A-1 General Supply Tariff - Residenttal
Upto 50 Units (Lifeline) - - 3.95
50-100 Units (Lifeline) - - 7.74
1-100 units {Protected) - - 10.54
101-200 units (Protected) - - 13.01
1-100 unis - - 2244
101-200 units - - 28.91
201-300 units - - 33.10
301-400 units 200 - 37.99
401-500 units 400 - 40.20
501-600 units 600 - 41.62
601-700 units 800 - 4276
Above 700 unirs 1,000 - 47.69
Time of Use
Peak 1,000 - 45.85
Off-Peak - 40,53
E-1 (i} Temporary Residential 2,000 - 57.94
A-2 General Supply Taxiff - Commercial
For sanctioned load less than 5kW 1,000 - 37.44
For sanctioned load 5kW & Above - 1,250 39,76
Peak - - - 43.82
- Off-Peak - 1,250 35,15
E-1 (i) Temporary Commercial 5,000 - 53.44
| Electric Vehicle Gharging Station (EVCS) - - 2357
[A3 General Services 1] 1,000 | - 42.48 |
B - Industrial Supply Tariff
" [B-1 less than 5kW / 25 KW (at 400/230 volcs) 1,000 - 30.80
Peak 1,000 4 36.74
Off-Peak - - 30.05
13-2 5-500 kW / 25-500 kW (at 400 volts) - 1,250 30.73
. Peak - - 36.68
" Off-Peak - 1,250 27.41
B-3 for all Toads upto 500kW {at 11, 33kV) - 1,250 31.00
Peak - - 36.68
_ Off-Peak - 1,250 28.24
B-4 for all loads (at 66KV, 132KV and above) - 1,250 30.43
Peak . - 36,68
Off-Pezk - 1,250 27.96
B-5 for ail loads (at 220kV & ahove)
Peak - - | 36.68
Off-Peak - 1,250 27.13
5,000 - 42.25

E-2 {§} Temnporary Industrial




' Annex-C
[ GoP Applicable Schedule of Tariff for K-Electric Consumers |

<= GOP Applicable Uniform »---—-x----

Fixed Charges| Pixed Charges | Varlable Charges
(Rs/Con/M) | (Re/KW/M) (Rs./KWh)

G ~ Bulk Supply Tariff

C-1 For supply at 400/230 Volts
a) Sanctioned load less then SkW 2,000 - 43,39
b) Sanctioned load 5KW and upta 500KW _ - 1,250 40.63
Peak . - 3 4631 |
Off-Peak ' - - 1,250 37.54

C-2 For supply at 11,33kV upto and mcludmg SOOOkW - 1,250 40.57
Peak - - 45.31
Off-Peak - 1,250 36.03

C-3 For supply ot 132 kV and above upta and {ncluding 5000kW - 1,250 40.77
Pezk - ’ - : 46.31
Off-Peak ) - 1,250 35,76

E-2 {il) Temporary Bulk Supply .
{a) at 400Volts 5,000 - 46,06
(b) ac 11KV 5.000 - 46.06

D - Agriculture Taxiff

D-1 For all loads . e - 400 28.90

D-2 For all loads - Time of Use ' '
Peak - - 29.54
Oﬂ"-Peak - 400 28.69

-sub-tatal - -
G- Pub]jc IJM .
lStreel: Lighting 11 2,000 | -] 4291 |

H- Residem:la.l Colonies -
[Residenl:i'alColunies attached to Industrial Premises I 2,000 | -] 42.10 |

Note: The uniform GoP applicable rate for p:epald metering category mentioned in Annex-A-1would also be applxcable wk-

“Blectric plepald censumers,
Yy




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (Easf), G-5/1, Islamabad.
. Tel: +92-51-9206500, Fax: +92.51-2600026
RengtI' ar Web: www.nepra.org.pk, Esmail: registrar@nepra.org.pk

No. NEPRA/TRF-624/MEPCO-Distribution/2025/ 2-£ L{»—W January 07, 2026

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

Please find enclosed herewith the subject Determination of the Authority (total 4% pages).

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

Enclosure: As above N@J&R,U,U m

(Wasim Anwar Bhinder)

Secretary

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

Copy to:

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

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

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

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

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

6. Chief Executive Officer, Mulian Electric Power Co. Ltd. , MEPCCO Headquarter, Khanewal Road,
Multan

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




i o 1 ' Determination of the Authority in the matter of MYT Petition
4Nepd of MEPCO for Distribution Tariffunder the MYT Regime
Srrns Fo:

By

National Electric Power Regulatory Authority
(NEPRA)

PETITION NO: NEPRA/TRF-624/MEPCO-Distribution/2025

DETERMINATION OF DISTRIBUTION TARIFF PETITION
FOR
MULTAN ELEGTRIC POWER COMPANY LIMITED (MEPCO)
FOR THE FY 2025-26 — FY 2029-30
 UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Islamabad
8 anvieYy oF ,2026
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Determination of the Authority in the matter of MYT Petition

gﬁt‘;@ of MEPCO for Distribution TarifFunder the MYT Regime
Abbreviations

CpGenCap The summation of t}ie'cai?acit}' cost in respecE of all Cl'nGencos for a billing period

minus the amount of liquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BoD Board of Dizector

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Common Delivery Point

COsS Cost of Service Study

CPPA (&) 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 Cormnpany

DM Distribution Margin

DOP Distribution of Power

ELR . Energy Loss Reduction

ERC Energy Regulatory Commission

ERP Enterprise resource planning

FCA. Fuel Charges Adjustment

Y Financial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

HAU Hand Held Unit

HTAT High Tension/Low Tension

HSD High Speed Diesel

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

KIBOR Karachi Inter Bank 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




Determination of the Authority in the matter of MYT Petition

{fpﬁfxg of MEPCO for Distrilution Tariff under the MYT Reglme
MW Mega Watt

NEPRA National Electric Power Regulatory Authority
NOC Newwork Operation Centre

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

OGRA 0Oil and Gas Regulatory Authority

PEPCO Pakistan Electric Power Company

MEPCO Multan Electric Power Company Limited
PDEIP Powaer Distribution Enhancement Investment Program
PDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE . Rural Electrificadon

RIQ Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

‘Roll Return on Equity

RORB Return on Rate Base

ROR Rate of Return.

SpP State Bank of Pakistan

SOT Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TEC Term Finance Cértificate

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

3|Page
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
MULTAN ELECTRIC POWER COMPANY LIMITED (MEPCO) FOR DETERMINATION
OF DISTRIBUTION TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO FY 2029-30

CASE NO. NEPRA/ TRF-624/MEPCO-Distribution/2025

PETITIONER
MEPCO Headquarters, Khanewal Road, Multan,

INTERVENER
NIL

COMMENTATOR
NiL

REPRESENTATION
Chief Executive Officer along-with its Technical & Financial Team
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Determination of the Authority In the matter of MYT Petition

ﬁﬂﬂ % of MEFCO for Distribution Tariffunder the MYT Regime
R

1. Bagkground

1.1. The Authority awarded a Muld-Year Tariff (MYT) to Multan Electric Power Company
(MEPCO), for a period of five years, commeneing from 1= July 2021 till 30* June 2025. Upon
expiry of the said MYT .on 30.06.2025, MEPCO (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 Distributdon and Supply tariff under the MYT Regime for a
further period of five years i.e, from FY 2025-26 to FY 2029-30, in texms of Rule 3 (1) of

. Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules”),

1.2, MEPCO 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 level 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. MEPCO also requested the grant of interim tariff for the FY 2025-26, in order to
allow for timely rebasing of consumer-end tariff effective from July 1, 2025, as considerable
time would be required to finalize the MYT petitions. The Authority acceded to the request
of MEPCO and granted an “Interim tariff”, vide its decision dated 23.06.2025 for FY 2025-
26, subject to adjustment and/ or refund, on the basis of the final determmatmn of the
Authority in the matter of MYT petitions of the Petitioner.

1.3. The Petitioner, inter alia, requested the following distribution margin for its distribution of
power funcnon for thé fiveyears control period; _

i 3 E@Mﬂlﬁﬁﬁﬁﬁﬁﬂ@@ﬂﬁﬁ@&@
Pay & aliwances Rs. Min 20,899 24,077 27,902 32,516 38,256
Past-retlrement Brytefits Rs. Min 27.536 2B.B4S 22,026 41.501 31,992
ERP Rs. Min 17 21 2 24 26
Managemengt Fea Rs. Min 157 174 193 215 239
Repait and Maintenznee Rs. Min 2,387 2.65) 294 3,210 3,632
‘Pravelling expenses Rs. Min 1,689 2,033 2454 2561 3.605
Vehicle expenses - Rs. Mln L1156 1239 | - 1453 1728 2,078
Biling office exponses ReMin_|_ 1572 1,745 1.937 2,150 2,387
Qnher expense Rs. Min 130 144 180 178 197
Toral O&M Costs Ry, Min 55.501 60,543 69,093 54,943 £2,418
Depreciation Re. Min_|__ B934 10,397 11,839 13,157 14,362
Rewrn on Rote Bose Rs. Miln 16,281 19,737 22,970 25,029 26,630
Gross Discrlbution Margln _|Re. Mo | 80,725 | 92082 | 103,851 | 123,139 | 123411
Less: Other Income Re. Min 8,731) {9,213) @700} (10a5m)| (10641
Net Distribution Margls Rs, Mlo | 70,994 | 81859 § 94,150 | 112,936 | 112,970
Prior Year Adjusement Rs. Min | 20,434 : “ .
Total Revenue Reguirgment (Rs. Min | 92,488 | 81,869 | 94,150 | 112,036 { 112,770
Projected Sales GWh 17,184 17,333 17,491 17,658 17.6%4
(Requested Tariff Ry /eWh|  5.38 472 5.38 640 {. 632
2. Proceedings
2.1. Interms of Rule 4 of the Rules, the petition was admitted by the Autherity. Since the impact
of any-such costs claimed in the petition 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 tp conduct a hearing in the matter.
2.2, The hearing in the matter was scheduled on November 04, 2025, for which a notice of

S{Page.

admission / hearing along-with the title and brief descript:lon of the petition, was published
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in the newspapers on 25,10.2025, and also uploaded on NEPRA website. Individual notices
were also Issued to stakeholders/ interested parties.

Issues of Hearing

For the purpose of the hearing, and based on the pleadings, the following issues were framed

for consideration during the hearing, and for presenting written as well as oral evidence and

arguients;

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

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

42
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iii.  Whether the requested/projected Q&M cost {including newfreplacement hiring) is

justified and what are the basis for such projections?

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

uncontrollable costs?

v.  Whether the requested/projected amount under heads of Other Income, Deprecations
and RORB based on WACC of 14.06% is justified?

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

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

vii.  Whether the requested PYA is justified?
vili,  Whether there will be any claw back mechanism or not?

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

Filing Of Objections/ Comments

Comments/replies and filing of Intervention Request (IRs), if any, were invited from
interested person/ party within 7 days of the publication of the notice of admission, in terms
of Rule 6, 7 and 8 of the Rules, In response no intervention request/ comments were
received.

During the hearing, the Petitioner was represented by its Chief Executive Officer alo.ng—
with its technical and financial teams.

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

Whether the projected energy purchases and sales gre justified?

The Petitioner, in its petition, submitted that Power Market Survey (PMS) projects amodest
YoY growth in energy sales and demand; however, actual data for the base year FY 2023-24
and current year FY 2024-25 veflects a decline. It was submitted that MEPCO's PMS forecast
2024-34 is based on a compound annual growth rate (CAGR) of 0.99% (for ten years) while
NTDC IGCEP 2024-34 is based on a (CAGR) of 2.8%. MEPCO’s nionthly demand (MW)
for FY 2024-25 upto March 2025 remained lower than that of the previous year, FY 2023
24, reflecting an average decline of 5%. Likewise, a decline of 6.2% in progressive sales of
MEPCO up to March 2025, as compared to that of FY 2023-24 is observed. This decline is
largely attributable to rapid solarization fhrough distributed solar generation (DG), whereby
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consumers increasingly rely on self-generation, resulting in reduced MEPCO’s grid-based
sales and shifting peak demand to evening hours, While forecasts assumed growth based on
expected policy developments such as reduced regulated tariffs, integration of CPPs with
the grid, and changes in net metering arrangements, which were anticipated to encourage
self-consumplion rather surplus energy exports to grid. As a result of above factors, recent
data shows a slight recavery in sales {0.7%) and demand (8%) in March 2025, suggesting a
potential upward trend as consumers move toward self-consumption rather than exporting
electricity to MEPCQO network.

Projected Incrensc in No, of Consuvmers

Comumer 1y or a5 [2026-27{2027-28 [2028-29{ 2029-30

Catepory

Residential 553,31) | 551,346 | 631,995 | 675,439 | 721,869
Commercisl 27,624 | 28744 | 29,909 | 31,122 | 32,384
Industrial 1,428 1,461 1,494 1,527 1,563
Dtk supply 34 a7 3 42 45
Agriculture 't 7108 7,549 8,017 8514 9,042
QOrhiers 145 155 166 177 190

Total 589,650 | 620,291 | 671,620 | 716,822 | 763,002

FProjected Load of New Consumers

‘é""’“‘““ 2025-26 | 2026-2712027-28{2028-29 [2029-30
BLegory

Residential 1149,13 [ 124551 | 1330.06 | 1463.47 | 158652
Coramorcial 117.16 | 125.09 | 13356 | 1426 | 15228
Tinlustrial 925 99.34 9826 | 101.27 | 10438
Bulk supply 234 [ 98 | 1028 | 1079 | 11.31
Agticuhure 132.44 | 141.34 | 150.85 | 160.9% | 171,82
Othars 083 | 08 | 09 | .09 | 097 .
_Tonal 1500 | veie | 1744 | 1880 | 2027
Demend Growth Projection
Roer Peak | Penk
PY &Y Demand | Demand
A Sales 11-KV | 132-KV
(GWh) | (G.R) | (MW) | (MW)
2025-26 17084 | 085 | 4292 | 4336
2026-27 17.333 .86 433 | 4,380
2027-28 17,491 0.92 4,378 4,422
2028-29 17,658 0.95 4423 4,467
2029-30 17,834 i 4466 | 4,511
Power Furchase Price (PPP) Break-up (Rs. In Million)
Description 2025-26)2026-27)2027-28| 2028-291 2029-30
Energy Transfer Charge (| 178,893 | 178,706 | 179,158 | 179,923 | 180,907
Capacity Transfer Charge 342,676 | 342,319 | 343,195 | 344,677 | 346,572
Use of System Charges (UoSC) | 27,676 | 27,647 | 27,718 | 27,839 | 27,992
Market Operator Fee (MolF) 138 138 139 139 140
Power Purchase Price 549,383 |548,811)550,211[552,578]555,611

5.2, The Petidoner during the hearing reiterated its earlier submissions.

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—-mth 1ts cost for each of the DISCOs through a separaie

ERSY
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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 reanested MYT for  control period of five years is justified?

6.1. The Petitioner submitted that the petition has been filed in accordance with the Rule 3(1)
of Part 11 and Rule 4(7) of the Rules 1998 and NEPRA Performance Standards (Distribution)
Rules 2005, As per Rule 17 (3) (1) of the Rules, tariff should allow the licensee, recovery of
any and all costs prudently incurred to meet the demonstrated needs of their consumers,
The Petiioner also submitted that it has filed its investment Plan and assessment of T&D
losses for a period of five years, which are presently under deliberation before the Authority,

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

period.

7.  Whether the requested/projected O&M cost (including new/replacement hiying) is justified

and what are the basis for such profections?

uncon@g]_]@ble costs?
8.1, The Petitioner subnitted the following projections along-with justification for each head as

under;
Operating & Maintensnce Cost Break-Tfp R, in Millons)
Descripticn 2025-2612026-2712027-28|2028-29| 2029-30
Pay 8 Alowances 20899 | 24,077 | 27,202 | 32516 { 38,256
Post-Retirement Benelits | 27,535 | 28,845 | 32,026 | 41,901 { 31,599
Repalr & Maintenanee 2,387 | 2,651 294 | 2270 | 34632
Trovelling Expenses 1,685 ¢ 2053 | 2454 | 2961 | 3603
'Trars portation 1116 1,239 1,453 1,728 | 2078
Olh('t Dpcrntbzg Experses | 1,875 2,084 2313 | 2,587 2848
Total ‘55,501 | 60.949 | 69,093 [ 84.943 | 82,418

v" Increase in Pay and Allowances is attributable, 11'1ter alia, to annuat mcrernents, impact of
promotionsfup- gradations, and expected annual’ increasefrevise pay scales by the GoP

during MYT conirol period.
Plaxn for Additional Firing;

v" MEPCO reported a staff shortfall of approximately 44.40% as of June-2024 with a working
strength of 14,246 employees against a sanctioned strength of 25,656 in different cadres. The
following manpower statistics as of June-2024 highlights the shortage of staff in the
company: '

8|Page
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Manpower Statistics (As of func-2024}
Senctoned|Worklng
8r, Mo.|Categories Strength |Strength Vacant
1 QOfficers 763 514 249
2 Officlals 24,883 13,732 11,151
Total 25,646 14,246 11,400

8.2.

Y|Page

Note: 2,959 employees have been engaged through Outsourcing/Third Party Hiring.

Propgsed Hiring/New Inductior

MEPCO hereby proposes induction of employees against critical vacant positions as per
approved yard stick as well as hixing against creation of new offices/formationsas tabulated
below: '

FProposed Hirlug/New Induction
: Descriptioh - 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2028-30
. INo. of Employces 1,821 086 885 969 1,035
Prgjected Annual Cost {(Mil. Rs.) 1,315 1,203 1,718 2,262 2,987

Plan for Replacement Hiring:

In order to rednce the acute shortage of manpower to meet the technical and operational
targets, it has been proposed that 1,134 vacancies are to be filled by the Company during FY
2025-26, This recruftment will increase the first year O&M Cost by PKR 835 million. The
proposed recruitment will take place in following cadres:

Replacoment Hirlng __

BPS 3 FY 2028-26 | ¥Y 2038-27 | ¥Y 2027-28 | FY 3028-29 | ¥¥ 203%.30
D515 A7 0 €0 70 1]
| BPS 7 118 35 25 30 28

BF5 9 206° 110 80 _ 100 1]

Bl 102 70 . 50__ 1] L]

B 7). 56 43 37 39
BP3IS | . 16 57 59 38 42
iP5 17 a7 i) 31 23 2%
BDS 18 8 - - -
BP5 19 [ - - -

| BES20 5 L= - - -
Teuat 1,134 424 kL) 358 297

Plan for Hiring ‘Against Creation of New Offices/Formations: -

MEPCO has proposed manpower hiring during MYT control period against the creation of
Proposed New Offices/Foxmations as tabulated below:

New Induction against Creatlon of New Offices
. Description 2025-26 | 2026-27 | 2027-28 | 2028-2% | 2029-30
No. Qf Employeos 606 562 537 611 738
" Projected Annual Cost (Mil. Rs.) | 480 D44 1,403 1,946 2,658

Further, the comparif has included 81 pending cases under in-service death quota as part of
proposed hiring / induction. .

Pay & Alowances and Employee Benefits

The Pay & Allowanices for Y 2025-26 have been estimated to be Rs, 22,301 million, out of
which Rs. 20,899 (M) & Rs, 1,403 (M) have been projected for Wire Business & Power
Supply Business respectively, Pay & Allowances and Employee Benefits including
Retirement Benefits constitute a major portion of the Company's O&M expenses.

L e




Determination of the Authority i the master of MYT Petition

g,I}Bg&I L " of MEPCO for Distribution Tariff uader the MYT Regime

1_.__...--

Pay & Allowance and Employee Benefits

Description 202526 2026-27 2027-28 2028-29 2029-30
Salaries, Wages & Benefits 22301 25693 29775 34698 40,824
ProfCost-Wire Business (Mil. o 000 407 27002 32516 38,256

Rs.)

Proj.Cost-Supply Business 0568
(Mil. Rs.) 1,403 1,616 1,873 2183 \5
et en

v 'The Petitioner submitted that MEPCO provides varous employee beénefit schemes,
including a Pension Scheme, Free Electricity Scheme, Free Medical Facility Scheme and
Encashment of Accumulated Compensated Absences. ' ‘

¥ Obligations under such schemes are assessed annually by a qualified Actuarial Consultant
using the Projected Unit Credit Actuarial Cost Method. Re-measurement of net defined
benefit liability is recognized through Other Comprehensive Income (OCI).

v’ Provisions for Post-Retirement Benefits (PRB} are recognized in line with the requirements
of JAS-19, based on third party actuarial valuations conducted by Independent Actuaries,
which require MEPCO to maintain funded Pension Trust Fund at par with total PRB
liability. However, MEPCO could not maintain Pension Fund in accordance with PRB
Liability due to the réasons that NEPRA allowed PRE only to the extent of actual payments
rather than on a provision basis. The petitioner submitted that during FY 2008-09 to FY
2014-15, NEPRA allowed Pay & Allowances inclusive of Post-Retirement Benefits and no
separate amount of PRB was not determined by the Authority. The detail of Pay &
Allowance (including PRB) determined by NEPRA & actual Pay & Allowances / PRB

I’ro‘n sion is given below
Fay & Allowances /PRB Actal & Determined by NEPRA  (Rs, In Mililon)

‘Actusl
vY, ek T pmp 7 Daenmined o Less
Allovances  Provision Toul by NEFPRA fgowined.

_2008-09 2512 931 3443 34035 (408)
_2003-10 2674 1,759 4433 3490 (943)
_2010-11 3,687 2009 5696 4,014 {1,682)
011-12 4467 2527 699 4,616 (2,378)
201213 5,399 2618 80i7 5403 {(2,612)
2013-14 5,575 3093 8688 6,322 {2,345)
_2014-15 8,630 3814 12444 6.649 (5,793)

Toral 32,046 16740 49,695 33531 (16,164)

v" The comparison of PRB allowed b)lr NEPRA. & Actual PRB Provision recorded during FY
2015-16 to FY 2019-20 is as under:

'PRB Allowed by NEPRA & Actual PRB Frovislon (s, In Million)
PRBDetenuinedby  ActalPRB |\ o

RY.

NEPRA Provision
_2015-16 2134 7,327 (5,193)
2016 17 2,461 4,930 (2,469
2017-18 2,707 6,550 {3,843}
2018-19 4,232 8,679 (4,447}
2019-20 4,658 12,233
ol 16,390
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v The Petitioner further highlighted that, due to the re-measurement of PRB Liabilities,
MEPCO charged PRB through Other Comprehensive Income (OCI) as required under IFRS-
19, The details thereof of is are provided below:

Table 6.12: PRB Charged to OCT
R.Y. PRY Charged 10 OCI EY. PRB Charged to OCI

2008-09 3,301 2014-15 1,160
2009-10 5,732 2015-16 8,044
2010-11 9,052 2016-17 11,466
2011-12 - 2017-18 10918
201243 3,084 2018-18 4,553
2013-14 1,735 2019-20 (5.674)
. Total —_ (53410)

v The petitioner submitted that the foregoing explanation demonstrates that MEPCO was not
provided any cushion by the Regulator to finance its Pension Fund at par with PRB Liability.
In these circwmstances, the Company was able to credit an amount of Rs. 2,341 million to
the MEPCO Employees Pension Fund up to June, 2020.

v MEPCO submitted its Multi-Year Tariff (MYT) Petition for Tariff Control Period FY 2020-
21 to FY 2024-25. The Authority, for the first time, allowed PRB Provision to MEPCO on
the basis of latest available Audited Financial Statements, however with a gap of 02-years
i.e, provision fox PRB allowed for FY 2024-25 on the basis of Audited Financial Statements
for FY 2022-23, Resultantly MEPCO obligation under PRB have increased by Rs. 83,337 (M)
i.e. Rs. 80,583 (M) as on June-2020 to Rs. 163,920 (M) on June-2024. The detail of PRE
Allowed, Actual Expenditure and the amount transferred to Pension Fund is as under:

. PRB Allowed, Actus] Expenditure & Transforred to Fund (Rs. In Million) -

' Actud PRE Actel PRB - Awount Transfetred
FY.  povsiengogr  TRD Determined Paid to Penslon Fund
2020-21 13,963 8877 5,504 790
202122 T 66 5,765 5,795 2,065
T TR T aen 10,604 8,027 3,114
2023-24 37,611 10,106 8,837 5,227
3024-25 (Dec. 2009) 30,438 18378 _ 5,093 6,067

Totel 147,599 57,680 33,256 17,263

Nate: MYT was effective from July-2022 & Profit/mark-up impact also incorporated.

v Accordingly, the Pension Fund stood at Rs. 19,604 million as of Dec. 2024, whereas the PRB
liability recorded in the Balance Sheet as of 31% Dec. 2024 amounted to Rs. 167,930 million,
reflecting & funding gap between PRB Liabilities and the assets of the pension fund.

Potential Option for Determination of PRB Proyisjon: _

v" MEPCO current PRB obligation stands at Rs. 163,920 (M) as on June-2024, and the Company
is unable to cater this obligation through separate fund due to insufficient cash flows. On
this basis, the petitioner requested that the Authority may consider allowing PRB Provision,
inclusive of re-measurement of net defined benefit liability recognized through OCI, on the
basis of projected amount calculated by the Third Party (Actuarial Consultant) for respective
year.
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v Keeping in view the above, Provision for Post-Retirement Benefits including measurement
recognized through OCI, has been projected on the basis of Actuarial Valuation Report for

MYT control period FY 2025-26 to FY 2029-30, is detailed hereunder:

Post-Retirement Benefits Break-Up (PXR Milllons
2025-26 2025-27 2027-28[2028-29/2029-30| Total
Pensian 24,863 25,791 28,529 | 88,592 | 27,494 | 145,269
Medical 1,651 1,787 | 2015 | 2,141 ] 2.241 | 9,835
Froe Blectrichy 1,648 1,824 2,034 | 2,215 | 2428 | 10,149
Leave encashment | 1,223 1,380 1598 | 1,765 | 1,983 | 7,949
‘Total 29,3084 30,781 34,176 | 44,714 ) 34,147 | 173,202
Cost-Wire Business{ 27,536 28,845 32,026 | 41,901 [ 31,999 |162,307
Cost-Supply Business| 1,848 1,936 2,150 | 2813 | 2,148 | 10,895

v NEPRAIs requesled to allow the amount of retirement beneﬁts for the tariff control penod
subject to adjustment on actual basis,

Other Operating Expenges:
v All Other O&M Expenses have been prc]ected @ CPI-X dunng the entire MYT Control
Period.

v The Petitioner during the hearing presented following request;

. 7Y 102528 rnnu-u' T7 101536 | ¥7 1035-27 J F¥ 2013-28 | F¥ 3008-29 | FY 3095-30
. Duel.lfuo: Interis Tasdft| Projeeed Pm;::f Po Prefeceed | Frofected | Profested Picjetied
Ry & Makeoms (DOF) FET) 37 [N 26 FEIT] TN [XET)
Repalr b Mamimasce (SO0} . 5% [ 5 £ 7] 9%
Totsl Rapls & Matsreaance 3aH | 3437 X 2307 T8 3338 EXED]
Trwlre 4 [00F) L4486 i6ts oy 13 [TH] 0kl )
[Triyeling Evpuse (SOF) 2 27 0.01 303 FiT) [E) 537
Total Trav T 1359 L93¢ an 2383 PYI0 3390 1152
ik, & 754 1,15 008 [¥17] 1,353 1.718 i
Rt 2 (SOF) - 15 3 5 5y 70 1y
Telut Trasiporiation = F 1,161 .07 1349 1,511 1758 XT3
Mie OEM ) 1878 AL 204 208 56T 8
M Gasl 7 ET) ) H IE soln 5560 s
cigl Mt OERE ) 315 5.93F 33 %560 7313 [RFL) Xt
Ncmtul t‘mﬂnmcqu .
DOJy ) 2,64 [X]] anry 2164 10,526 13161
(DL Cex1 Ered Employes Cost
S0 2551 1405 238 £511 5489 £112 £057
Taul OMM Graz Ex) Bagioyee
Caut 5137 11,473 2.57 12905 14,633 58,458 12,021
Rcpue b Munleriin (D011 2,367 FET) [X7] 2881 T 3370 360
Rewr & ) : =0 s ST & 7%
[Tolx] Repult & Mulatecinig 2,348 7437 (X1} 3,707 3,085 3399 3,908
Trg 2{DOP] B 148 [X) 053 2451 %41 3605
Tri 2{SOF} Fxt] 3iF D6 08 33 _ i [77]
Cra Tras T 1098 1535 5.1 FELE) FXE) 5,394 132
Trimporaten ] -] 1116 [T 1279 1453 1778 3
Trimponatin 4 (507 - 1% [ ] 58 70 i
fotal Tramportation ¥xprma 751 Tiet 07 Tty 1501 179E 3,188
Mhe OB} a{Bory | lesl 1875 i 2,04 1383 2567 Frn
Mz, O&T) Py P I T %] [ 5010 S50 8170
Terl Mhic, OBM Txpim e EXTE I AT 3% 6t 7,313 [WEEN 7,009
BRI Coal Pt Fopiyea Contl - T
. 5573 FA ) X1 L0377 FALTY 12526 2,368
1 4483 S0 LE 5433 5132 5%
5137 | L 0.67 11918 34,453 16,550 13,011
41259 . 45471 24 - HD £0.337 913 L3R
0578 -3 M) 1T 18558 T 15885 . 9,603
"~ G.Tou om Eaar 51,267 51,8004 3 [T 26487 23,00% $L.008

v While justifying its request, MEPCO submitted during the hearing the following basis for
projections of different components of margin for distribution and supply functions;

v ‘Salaries & Wages: Annual Increzse @ 5% has been projected on account of annual
increment, promotion & up-gradation. Adhoc Relief @ 20% projected for ¥Y 2025-26
& @ 15% for each subséquent year of MYT contxol period,
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« Post Retirement Benefits: PRB Provision has been incorporated on the basis of
Actuarial Valuation Report as per Projected Unit Credit (PUC) Method prescribed
under LIAS-19. '

o Withrespect to , Repair & Maintenance, Travelling Expense, Transportation Expense,
Other O & M lixpenses, the petitioner submirted that these O&M costs have been
projected based on the CPI which hasbeen assumed to be at par with projected KIBOR
i.e. @ 12.06% for TY 2025-26 & @ 11.06% for FY 2026-27 through FY 2029-30.

"« MEPCO also submitted analysis regarding Pol prices and requested that Vehicle
running expense be linked with change in fuel prices instead of CPL

il Areing of Vehleles No. of Vehicles Percentage
80-Years & above Cld 250 22%
20-30 Years Old 393 5%
1i-20 Years Old Vo 228 21%
0-10 Year Old 251 22%
Total 1123 100%

e e e o — . g T
*Analysis of POL Rates & Transportation Expense A[Io{'.red,py NEPRA .,

FOL Hules Juno-2020 Rs, 100,10 Per Litler
POL Rrles Juna-2025 ) Rs, 258,16 Por Litler
Ineresse [n Rules Amounl Rz, 158,06 Por Lhiter

. Inczease in Rates |%) : . 158% .
Transporlalion Expense Alowed In 2020 Rs. 400{M)

w1 mus:mlal[on Expense Altrved In 2025 ot Retes{d)

Incicuse ivAmount . . ' He, 325 (M) .
Inetzasa %) g%
Inciease Reawlred §3 POL Ralg Ingrease Rs, 1,032 {h)

v" The Petitioner submitted that Q&M Cost has been bifurcated into Controllable and Un-
Controllable components,

Un-Controllable Coinpm S -

v" The Un-Controllable portion comprises Salaries & Wages of employees and Staff Retirement
Benefits. MEPCO has adopted the National Pay Scales for its regular employees along with
Staff Retirement Benefits of the Federal Government.

v" The Petitioner submitted:that it has intveduced lump sum packages for new inductions and
its increase is subject to CPI, which will be a pass-through cost.

v R&M mainly comprises maintenance of Distribution Network which is quite deteriorated,
therefore the same is considered as un-controllable cost. The controllable component may
increase in circumstancés wheré a DISCO has been able to fully perform preventive
maintenance activities.

v The transport fleet of MEPCO consists of old vehicles with high maintenance cost and low
mileage per liter. The rates of POL are also regnlated by the Govt. Accordingly vehicle cost
is considered under the un-controllable component. The POL rates are also not controllable,
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Controllable Components;

Costs other than Pay & Allowances, Retirement Benefits, R&M and Transpostation
(Maintenance.) shall be subject to indexation with CPI every year plus cost associated with
Z-factor, if any, to be added as pass-through.

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

v’ “(a) tarifls should allow licensees the recovery of any and all cost prudently incurred
to meet the demonsirated needs of their customers Tarit"”

v (b) tarill should generally be calculated by including a depreciation charge and a rate
of return on the capital investment of each licensee commensurate to that earned by

other investments of comparable risk;

V' (¢) tarifis should allow licensees a rate ofreturn which promotes continued reasonable
investment in eguipment and facilities for improved and efficlent service;

V' (d) tarifls should include a mechanism to allow licensees a benefit from and penalties
for Bilure to achieve the efficiencies in the cost of providing the service and the
quality of service;”

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

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

Consu:'lermg the fact that the MYT has been filed fora penod of five yearsi.e, from FY 2025-
26 to I'Y 2029-30, and the cost for the FY 2025-26 i.e. test year, is being assessed as reference
cost during the MYT control period, the Authority has decided to consider the costs as per
the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base year.

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 QOPEX i¢ 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 20 that the ntility shares the savings or losses with consumers.
The former provides the utility with a profit incentive to cut costs, but at the same time
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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 etc.

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 benefits)
“The Authority noted that head of Salaries, Wages and Other Benefits includes employees

Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petidoner's total ‘O&M costs, excluding t depreciation’ and” RoRB. The Authority
understands that employees of XWDISCOs are hired on Government pay scales, thus, ahy
salary increase announced by the Federal Government in Fiscal Budget is also applicable on
the employees of XWDISCQs, Therefote, salaries & wages cost of employees can be
considered as un-controltable cost for XWDISCOs as long as they remain in public sector.

Considering the fact that the cost for the FY 2025-26 is being assessed, which. would be used
as reference during the MYT control period, the Authority has taken into considexation the
costs as per the accounts of the Petitioner for the FY 2024-25, and information shared by
the Petitioner subsequéntly 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 penod 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 post-retirement benefits, discussed separately) is Rs.17,763 million. The
said amount has been considered as base cost and increases as approved by the Federal
Govemment on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e, ad-ho¢
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 post-retirement benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs.20,475 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 prescrlbed in the instant determination,

1

Singe the Audited accounts oF the Petitioner, do not provide a 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.
Accordingly, the cost of Salaries, Wages and other benefits {excluding post-retirement
benefits) for the Y 2025-26 pertaining to the Distribution function works out as Rs.16,880

millien,
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8.14. The assessed Salaries & Wagés costs for the FY 2025-26, amounting to Rs. 16,880 miltion,

8.15.

shall be considered as the reference cost for future adjustment/ indexation of Salaries &
Wages expenses, during the remaining tariff control period as per the mechanism specified

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 Petidoner, therefore, being un-contrellable cost, the
Authority has decided to actualize the Pay & Allowances cost of the Petitioner, based onits

. audited accounts for the relevant year for its existing employees. The impact of any such

8.16.

8.17.

8.18.
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adjustment would be allowed as part of PYA in the next indexation/ adjustment request or
tariff determination as the case may be.

Additional Recrpitment apd Outsourcing

Regarding additional recruitment, the Authority observed that Salaries & Wages cost for the
FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost, therefore,
impact of any new recruitment made il FY 2024-25 has already been accounted for either
as part of Salaries & Wages cost or under O8M if service have been outsourced. The
Authority also understands that any allowing cost upfront either on account of new hiring,
would be unfair with the consumers, without considering/ analyzing its benefits. The
Authority understands rhac it will be in a better position to adjudicate on the issue, once the
Petitioner provides details of actual cost inciured 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 Autherity, in
its subsequent adjustment/ indexation request.

Post-Retirement, Benefits

The Authority noted that the head of Post-retirement benefit includes employees’ pension,
free clectricity 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 apphcable on the retired employees of
XW DISCOS

It is also pertinent 10 mention that the Authority in its previous determinations and
considerihg the overall liquidity position of the power sector and in order to ensure that
XWDISCOs fulfil their legal obligations with respect to the post-retirement benefits,
directed the XWDISCOs to create a separate fond in this regard. The rationale behind
creation of separate fund was to ensure that DISCOs record their liability prudently as the
funds would be transferred into a separaté legal entity, which would also generate its own
profits, as it would be kept separate from the Company’s routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariff in longer run.
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In compliance with the Authority’s direction, the Petitioner has created a separate Iund for
its post-retirement benefits and provided following details of its pension fund balance and
Payments made thereof;

NEPRA allowed
Accumulsted
amount (As per | Amount Paid to Fund Balance
Appliceble Pensioners
Tariff)

Finzgneinl Year
net of Profit

2015-16 428,745,655 2,134,4B9,506 | 207,000,000
2016-17 4604647041  2,461130245 | 660,126,105
2017-18 968,860,604 | 3,211,209,879 | 1,116,202,822
2018-13 248,145,205 | 4320,802.086 | 1.276.427,541
201920 2,707,000,000 | 4,469,675503 | 1,958,079,212
2020-2} 3,148,841,096 4.908,771,295 2,619,196, 311
202122 4,655000,000 | 5,487,326.085 |  4,287,125,502
2032-23 10,604,000,000 7.443,444,032 |  6,409,948,262 | °
2023-24 10,005,000,000 | 3,7217,226,743 |  9,287,036.221

FY 2024-23 18.328.,000,0{0 8.201,612,108 | 17,774,635.,494

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

The Authoriry furthier notes that the audited accounts of the Petitioner for the FY 2025-26,
are not yet available, therefore, the information provided by the Petitioner for the FY 2024~
25, has been relied upon and provision reported as for FY 2024-25, has been considered for
FY 2025-26 i.e. Rs: 25,312 million, for its both Distribution and Supply of Power Functions.

The Petitioner is directed to deposit the amount of provision, over and above their actual
post-retivement benefit payments, in the Fund and in case of failure to deposit the excess
avlount in the Fund, the same shall be adjusted/deducted in the subsequent tariff
deteninination and from thereon, only actual amounts paid and amount transferred into the
fund would be allowed.

Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terms of Distribution and Supply Functions,.therefore, for the purpose of
allocation of totel 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 Distribution Function works
out as Rs,20,756 million, to be adjusted in the MYT Control penod as per the adjustment
mechamsm provided in the {nstant determination.

Rep__&_M____QQQD__

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

S
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resulting in new, expensive and efficient equipment, leadmg to overall reduction in R&M
cost and increasing the total Assets base.

The Authority is also of the view that since the previous MYT of the Petitioner has ended
on 30.06.2025, therefore, it would be appropriate to account for the actual cost of the base
year while projecting O&M expenses and other Misc. expenses for the FY 2025-26, as any
gainfloss 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 methodology, the

Authority has decided to allow an amount of Rs.2,104 million under R&M head, for the FY

© "2025-26, after incorporating the inflationary impact as also requested by the Petitioner, on

8.27.
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the R&M cost ag per the audited accounts of the Petitioner for the Y 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 terms of Distribution and Supply Functions, the criteria as adopted
by the Petitioner has been used. Accordingly, the cost of R&M i.e. Rs. 2,062 million for the
FY 2025-26 allocated to the distribution function. The assessed repair and maintenance cost
for the TY 2025-26 i.e, Rs. 2,062 million, shall be considered as the reference cost for
waorking out future repair and maintenance expenses, in the remaining control period as per
the adjustment mechanism prescribed in the instant determination.

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

Other O8&M Expenses

The Authority nofed that as per the approved tariff methodology, all other opérating
expenses are part of O8M costs which are to be assessed throngh NCPI-X formulae for the
tariff control périod. Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expensés, may be linked with CPI excluding the Vehicle Running expenses
during the entire taviff control period. :

For assessment of Other ORM 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 as also requested by the Petitioner, has decided to allow an
amount of Rs.5,610 million to MEPCQ for the FY 2025-26, The allowed amount of Rs. 5,610
million is being allowed for both the Distribution and Supply functions for the FY 2025-26.

However, while working out the other O&M- expense the cost on account of PEPCO
management fee has been excluded, as also excluded by the Petitioner itself. Similatly, no
costs on account of CSR activities is allowed as part of O&M expenses, and the Petitioner is
direct to carry such actvities from its allowed returns.
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Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other C&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 O8M expenses
for the FY 2025-26 pextaining to the distribution function works out as Rs. 4,376 million.

Based on the figures as pex financial statements, the Authority has incorporated all the costs
including bill collection, building rent, NEPRA. fee, insurance cost, rent, rates & taxes, and

travelling, transportation etc.

“The aforementioned assessment for the FY 2025-26 shall be considered as reference for

working out Other Operating Expenses for the remaining tariff control period and shall be
adjusted based on changes in “NCPI-General”, in line with the mechanism specified in the
instant determination. However, the vehicle running expenses would be adjusted with
“NCPI-Txansport”, 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 releyant year as per its andited 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 rato of 50:50. For future indexation of O&M cost during the MYT contxol period, the
Iower of allowed Q&M cost or actual O&M cost of the previous year, after excluding
therefrom the capex nature Q&M and amount of O&M capitalized, if any, and pay &
allowances & post-retirement benefits, shall be considered as reference. .

In case r.he actual O&M cost for the previous year, as referred.to above is not avaﬁable 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
account for the previous year is available, the already projected O&M cost shall be reworked

. based on lower of allowed cost or actual O&M cost of the previcus year. Any adjustment in

8.37.
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this regard, if required, shall bs 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 Q&M 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 entlty' for the implementation of the
priority areas of the NE Plan, and strategic roadmap a$ per the NE policy. The SRO further
mandates the company to charge a fee from DISCOs, for the services renderéd, as may be

approved by the BoD of PPMC from time to time. The BoD of PPMC may, on annual basis,
approve the annual budget and allocation of fees to DISCOs.
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1t has also been submitted that clause 34(f) of the IMF Country Report clearly acknowledges
PPMC'’s xole in supporting policy, regulatory and tariff affairs, sector reforms, privatization,

CD management and integrated power and energy planning.

The Authority noted that the National Electricity Plan allows the designated entity to
charge a regulatory fee, which shall be allowed by the Regulator. The Authority also noted
that previously the Authority discontinued the PEPCO fee in the absence of appropriate
structure in place, The Authority also takes cognizance of the SRO dated 29.07.2025, 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
eéntity” and its role in supporting policy, regulatory, and tariff matters, sector reformns,
privatization, CD management, and integrated power and energy planning,

Howaever, 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
furniching the above details, with proper justification and supporting decumentary
evidence, along with fulfillment of the process prescribed in the SRO No, 1358(1)/2025.

On the submissions of the Petitioner, to allow certain costs as uncontrolla]qle, the Authc;rity
hoted 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

9.1

9.2,
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that XWDISCOs employees are hired on Government pay scales, thus, any sa]ary 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
KXWDISCOs as lang as they remain in public sector,

Whether the requested/projected amo der heads of Qther me, Deprecations and
ed on WACC of 14.06% is justified?

The Petitioner submitted following regarding Depreciation, RORB and Other Income;

Q_prec;gg gg .. . {

Depreciation is charged as per sl:ceught-hne method so as to diminish the cost of fixed asset
over its estimated useful life. As per Company policy, Building and Civill Works are
depreciated @ 2%, Distribution Equipment’s @ 3,5%, Other Plant & Office equpments and
Vehicles @ 10%.

Depremauon Expense (Rs. In Million)
“Degcripdon = 2075-26 2026-27 2027-28 202829  2029-30 -
Depfeciat:ion Expense 8,944 10,397. 11,839 13,157 14,362
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with the following formula/mechanism:

DEP(Rev)= DEP(Ref) * GFAIO{Rev) / GFAIO(Ref)

Where:

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

DEP(Ref) = Reference Depreciation Expense for the Reference Year

GIAIO(Rev) = Revised Gross Fixed Assets in Operation for the Current Year

GFAIO(Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

Regarding allowed investment for FY 2025-26 and FY 2026-27, since the Distribution

Investment Plan (DIP) of the Petitioner is under regulatory proceedings, the Authority

has decided to allow the following provisional Investments under head of own financing,
-which shall be subject to adjustments pursuant to the final decision of the Authority in
. matter of DIP of the Petitioner,

Rs. Mln
Provisional Capex | MEPCO

FY 2025-26 - 3,352
FY 2026-27 15,550

The Authority ¢ decided that the above approved Investments are provisionally allowed for
purpose of tariff rebasmg 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 decmon of DIP of the Petltioner.

Regarding the T& Losses Target, the Authority has dec1ded to provisionally approve the
following loss target:

lpmv_isioml T&D Loss | MEPCO

FY 2025-26 11.34%
FY.2026-27 .. 11.34%

The Petitioner is directed to carry out its T&D loss study through an independent third
parly, as per the approved terms of references (ToRs), which shall be communicated to the
Petitioner separately by NEPRA. The independent third-party T&D Joss study must be
submitted by the Petidorier 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.

RevisedT&D Loss Target

(Fatlure to submit study) RIEPCO
FY.2025-26 5.30%
Y 2026-27 | s30% |

The submitted T&D loss study by ani 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

qr N@Eﬁ
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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 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.8,439 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out furure 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.5,384 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.3,055 million,

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciaton 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 of Rs.8,270 million, for the FY 2025-26 atlocated to the
distribution function.

Return on Rate Base;

The Petitioner submission on the issue is as under; -

The Petitioner submitted that RAB is calculated as the sum of Opening GTA plus Addition
in Fixed Assets less Depreciation, plus Capital Work-in-Progress (CWIP) less Deferred
Credit/Contract Lisbilities,

Rate of Return/Weighted Average Cost of Capital (WACC): The Rate of Return or WACC
of 14.06% has been calculated based on Capital Assets Pricing Model (CAPM), 3-months
KIBOR+2% spread and Debt-Equity Ratio of 70:30,

RoE is calculated using CAPM model and requires the estimation of following components
iy Risk Free Rate (Rf)
i)  Beta(B)
i) Market Premium (P)

Risk free rate is the rate of return that the investors expect to earn on investments that have
virtually no risk of default. The Authority, for assessment of RoE component, considered
Weighted Average Yield of 05-Years Pakistan Investment Bond (PIB) as risk free rate in its
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previous determination. For instant MYT, MEPCO has used Weighted Average Yield of 05-
Years PIB as on 14.59% as risk frea rate,

The expected return on any investment is the sum of Risk Free Rate and extra retuxn to
compensate for risk i.e. Risk Premium.

Currently, NEPRA. uses a standard beta of 1,10 for calculating the return on equity for all
DISCOs. The same beta has been used by MEPCO for computing return on equity.

Cost of debt has been taken as 03-Months KIBOR as on 13% March 2025 plus spread of 02%
(200 basis points) on the analogy of latest determination by NEPRA.

Based on the above input parameters i.e. Return on Equity & Cost of Debt, the WACC has
been computed as 14.06%.

During hearing, the Petitioner submitted following working regarding RORB and WACC;

FY 2024.25 | £Y 2024-25 | EY 2025.26 |FY 2026-27|FY 2027-28)FY 20284.91F‘|’ 2029-30'

Determined | Audited Projoctod | Projected § Projected | Projected | Projected
[Gross Fixed Asgels- Opening Bat 198,137 203,738 231,891 270,208 | 312,388 } 351,400 | 387402

Inddilian In Fixad Assels 10,735 31,238 38,518 43,180 38,012 38,082 31,858
laross Flxed Assols « Closing Pal| 198,472 235,474 210,208 313,389 | 251,900 { 387,482 | 419,150
.ess: Accuroulpted Deprectation 81,447 82,362 2155 102,552 | 114,301 | 122,548 | 141,810
Net Flxed Assets in Qporation 117,425 463,013 478,054 210,837 | 237,009 { 259,944 | 277240

Deseription

* Ak Capllal WorkIn Progress 20,270 17,018 35,430 43,401 38,203 37,075 31,853
nvestment jn Fixed Assels 145,695 170,032 216445 254,238 | 2v5912 | 297,015 | 309,083
Lass! Deferad Cradils 67,478 83,483 84,575 90,850 96,348 101,848 | 105552

Regulalory Assets Base (RAB) 76,217 83,544 134,910 463,588 | 179,564 | 195471 | 203,842
Average Regulalory Assels Base 50,784 81,585 145,608 147,140 | 171,518 | 187,387 | 109,356

Rale of Relurn/WACC FARE 21.14 14.08 13,26 13,30 13,38 1336
Refurn on Rate Base 12,852 17,247 46,281 19,737 | 22920 25,029 28,630
Deserintion FY 2024.25 | FY 2024.25 | Fy 2025-28 |FY 2026-27]FY 2027-28|FY 2028-23|FY 202930
P Octermined [Actualf Pro).| Prefected | Projected | Projected | Projected | Projected
Market Rate % . 13.80 43.90 13,90 13.80 13.80
Blsk Frea Rate % 377 13.77 1236 1236 12.36 12,35 12,36
parkal Risk Pramlum % 1.23 1.23 1.54 1.54 1.54 1.64 1.54
Fiela 110 1.10 1.10 1.10 1.10 110 ~ 1.10
. .ROE % 16.12 1842 14.06 14.08 14.06 14,05 14.06
Cost of Debt
(3 Monitvs KIBOR#2% Spraad) 14.97 14,14 14.06 13.06 13.06. 13.06 13.08
WAGG % 16.02 14.43 14.06 43.36 13.36 13.35 413,26

The Authority observed that as per Section 31(3) of the NEPRA Act, the following genetal
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;
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(b) tarifts should generally be calculated by including a depreciation charge and a rate of
return on the capital investment of each licensee commensurate to that earned by other
investments of comparable risk; ' '

(2) tarifis should allow licensees a rate of retwm which promotes continued reasonable
investment 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.
Simitarly, for recovery of principal portion of debt, the Authority includes a depreciation

. " charge in the revenue requirement of DISCOs.

9.17.

9.18.

9.19.

9.20.

9.21.
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Consequent to the aforementioned discussion, the WACC works out as per formula given
below;

Cost of Equity; ,
Ke'=Re+ (Ru-Rr) % 8

Where; ;

 Rris the risk free Rate
Ri is the Market Return
BisBeta

The cost of debt;
Kd ~ KIBOR + Si)read

Accordiiigly, the WACC as per the given formula works pout as under;

WACC= (Kex (E/ V) + (Kdx (D /V))
Where I/V and D/V are equity and debt ratios respectively taken as 30% and 70%;

The Authority uses the Capital Asset Pricing Model (CAPM) for calculation of Return of
Equity {RoE) component of the 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 utilivies. 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 exura return
to compensave for the risk. This exira 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 enalyzed KSE-100 Index return, over a period of 10 yearsi.e.
FY 2016 to FY 2025. Further, return of different neighboring markets and other
internationat markets were also analyzed. :

Tor risk free rate; the yield-of 05 year PIB is considered. The weighted average yield of

a¢cepted 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
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by international Regulators, and accordingly decided to use the beta of 1.10, wh.ﬂe
assessing the RoE component. :

Based on the apphcauon of the above methadology and the parameters discussed herein,
the RoE of the Petitioner, as derived strictly through the formulaic approach, works out
to a level lower than the benchmark applied in recent determinations, However, the
Authority notes that RoE is not applied in isolation and must be assessed in the context of
sector-wide regulatory consistency and comparable risk profiles. In this regard, the
Authority observes that a PKR-based Roll of 14.47 % has been consistently allowed in
recent determinations of XWDISCOs as. well as in the case of K-Electric, reflecting a
uniform regulatory treatment of the distribution segment. Keeping in view the need to
maintain parity, avoid undue volatility in. allowed returns, and promote continued
investment in the distribution sector in terms of Section 31(3) of the NEPRA Act, the
Authoiity has exercised its regulatory discretion to allow a PKR-based RoE of 14.47% for
the Petitioner.

Regarding the cost of debt, it is the interest rate on which 2 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%.e. 3 Months KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1.50% (150 basis points),

In view thereof, the WACC for the F¥ 2025-26 has been warked out as under,

Cost of Equity;

Ke = 14.47%

The cost of debt is:

Kd = 12.64%

WACG= (Kex (E/V)+ Kdx(D/V)) '

Where E/V and D/V are equity and debt ratios respectively taken as 309 and 70%;
WACC = ((14.47% x 30%) + (12.64% x 70%)) = 13.19%

Based on above and vsing WACC of 13.19% on RAB by mclud.ing allowed investment for
thie FY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out aj
under;
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9,26.  The total amount of RoRB as worked out above has been allocated in terms of Distribution

9.27.

9.28.

9.29.

9.30.

031

9.32,
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and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 i.e. R5.11,021 million, allocated to the distributon function.

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.

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.

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 adjustiment on
this account has been made from the RAB. In view thereof, any interest earned on such
deposits shall not be adjusted as paxt of other income, The Petitioner therefore shall ensure
a separate disclosure of such income in its audited accounts. In case of failure to disclose
such income separately, the entire interest income shall be ad]usted as part of other
income.

The Authority also understands that interest payment is an obligatory cash ﬂow Hability
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 KXIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually as also requested by the Petitioner itself. In addition, the Authority
has also decided to adjust savings, if any, resulting from cheaper financing by the
Pentloner If the Petitioner manages to negotiate a Joan 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. 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
outo the consumers annually, through PYA. -

Otheri income ’

Other Income includes Profit on Bank Deposits, Amortization-of Defen'ed Credit and
Income from Other Sources. Various components of Other Income have been assessed on
the-basis of last five-years trend of respective component except Amortizaton of Deferred
Credit which has been calculated @ 3.5% of the accumnulated balance of Consumer Finance

Asgsets,

The Late Payment Surcharge (LPS) has been excluded from-the total Other Income as per
existing practice of NEPRA in its Tariff determination of MEPCO for FY 2024-25.
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The detatl of other income is as under.

Other Jocome Break-Up (PR Mitlion)

Description 00596 2026.27 202728  2038-2% 2029-30
Amernizoton 4,563 4,935 5,307 5,604 6,012
Trofit an Bank Deposit 3,230 3,270 3310 3,340 3,370
Sala of Serap 53 56 59 6l &5
Miscollancous 425 472 524 582 616
Meter ond Service Rent 79 83 a7 91 9
Reconnection fee 113 116 120 123 127
‘I'V I 4cense Fee 67 il 73 77 81

. Wiscelluneous Service Chaxges 201 212 222 - 233 245
‘Total Other Income 8,731 5,213 9,701 - 10,193 . 10,642

9.34.

9.35.

9.36.

9.37.

9.38,

10.

27|Page

Income from Non-—ReguIéted Business:
9.33.

The Petitioner regarding Other Income submitted that it intends to submit that the
income/révenuie, if any, which is not part of its regulated activities shall neither be passed
through nor form the part of tariff, In case the Regulatory Asset Base is used simultaneously
for its regulated business as well as any other activity without impacting the consumer
services, the additional income shall be shared between MEPCO and consumers in the ratio
oF 50:50. :

: Othe:r income is considered to be & negative cost which may include, but not be limited

* to, amortization of deferred credit, meter and rental income, late-payment charges, profit
on bank depaits, sale of scrap, 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
ellow an amount of Rs.8,731 million based on audifed accounts of the Petitioner for FY
2024-25; including the amount of amortzation of deferred credit but exclusive of the
amount of late payment charges (LFS), for both of its Distribution and Supply functdons,

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 againse
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
deducl.ed from revenue requirement in r_he subsequent year,

‘I‘he total amount of Other Income as worked out above has been allocated in terms of
Disribution and Supply. Functions, as per the criteria adopted by the. Petitioner itself,
Accordingly, Other Income for the-FY 2025-26 pertaining to the D]Stl’lbutlon funcnon
works out as Rs.3,056 million. oL

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 ad]ustment mechamsm for future indexatipn ﬁ‘ﬁ erent components of
revenue requirement durin 'W] iether there hould any efficien

Fator) and Z-Factor? -
Qo
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10.1. The Petitioner proposed following Adjustment Mechanism for the MYT Control Period in
different Cost Components which is in line with the MYT Guidelines and Détermination of
NEPRA in the tase of MEPCO as well as other DISCOs operating under Multi-Year Tariff.

10.2. The Petitioner has requested adjustment of following DM components in line with
mechanism given in Annex, V, VI and VII of NEPRA Guidelines for Determination of
Consumer-End Tariff dated 16th January 2015;

v YRS e ey

"A.“tm_f;chn AT
LB%B“ SRR RER
EPm." X GFAIO(neyi/ GFAIO ey
(o‘luj;_g,@l%gcf;ﬁ—{giwﬁ? T

Sl
il

10.3. Under latest MYT Determination, the Tariff components i.e, Depreciation & RORB are
subject to annual adjustment / True-up downward only, MEPCO has proposed Up-word /
Down-word annual adjustment / True-np mechanism based on. various scenarios whereby
the allowed investment to be gauged on the basis MYT control period.

10.4. MEPCO requested the adjustments for O&M cost after its blfurcauon into controllable and
uncontrollable costs. ‘

10.5. The uncontréﬂab]e costs are requested to be tried-up at the end of every -year and the
contrellable costs should be indexad every year (CPI - X + Z).

0&M = [Controllable cost x {1 + (cpl —X)} + Uncontrollable costs + 2
Where,
CP! = Consumer Price Index
X = Efficiency factor {Proposed as “0” for MYT Control Period)
Z = Costs relating to extraordinary events

Efficiency Factor {X)
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10.6.

10.7,

10.8.

16.9.

The Efficiency factor is applied to encourage DISCOs efficiency through different
technological and procedural interventions. However, where the Tariff covers for expenses
is already insufficient and DISCOs are struggling to meet their expenses to effectively run
their operations, the application of X~Factor is counter productive,

MEPCO has Asset Base Rs. 235 (B) whereas significant part of Distribution asset is old and
in deteriorated condition specially grids and distribution transformers.

MEPCO out of its total 23¢No, Grid stations, has 7 Grids more then 30-years old and 45
Grids more than 20-years old, On the other hand, MEPCO has 113,769 No. Distribution
Transformers which on an average reqmre Rs, 0.9 (B) pa. '

The other expenses mainly constitute outsource services which are already avaﬂed on the
bare minimum level. Therefore, applying efficiency factor on these expenses will prove
counter productive,

Z' Factor for Force Majeure Events:

10.10.The l’eﬁtioher submitted that it has a wide business area with a spreading network and

prone to natural calamities like flooding, storms, poor law & order situation ete. Provision
for such extraordinary events proposed as a "Z" factor to be included in the O&M cost
indexation formula. Costs incurred due to force majeure shall be recoverable during the
subsequent year subject to prior approval of NEPRA. Costs recoverable under insurance
coverage shall not be included in the tariff for the subsequent year.

10.11.The Authority, while assessing the O8M costs of the Petitioner for the FY 2025—26 has

taken into account the audited accounts of the Petitioner for the FY 2024-25 and the amount
requested by the Petitioner, subject to adjustment during the MYT control period, as per the
mechanism-mentioned below. Therefore, risk / benefit of any future cost fluctuations, lies
with the Petitioner along with an opportunity for optimizing overall costs under these head.

-The treatment is in line with the very sprit of multi- year tariff regime and in accordance

with Authority's approved tariff methodology.

10.12,Regarding adjustient of O8M costs with efficiency factor X, the Authority in line with its

earlier decisions in the matter of MYTs, has decided to keep the efficiency factor as 30% of
increase in NCP] for the relevant year of the MYT control period. The Authority has fuxther
decided to implement the efficiency factor from the 3 year of the control peried, in order
to provide the Petitioner with an opportunity to improve its operational performance,
before sharing such gains with the consumers, The O&M part of Distribution Margin shall
be mdexed with NCPI subject to ad)ustment for efficiency gains (X factox).

10.13. Regardmg request of the Petitioner to allow "Z" factor, the Authority observed that it has
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allowed insurance cost to the Petitioner.in the reference O&M cost for the FY 2025-26
subject to future increases, and the same covers for any such extra ordinary events.
Therefore. the request of the Petitioner, to allow any such factor as a separate cost js not
]usmﬁed
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Indexation of O&M cost components
10.14.8zlaries & Wages and Post-xetirement 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 Petitioner,
therefore, being un-controllable cost, the Salaries & Wages and benefits, would be
actualized, based on the audited accounts of the Petitioner for the relevant year for its
existing employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA. in the next indexation/ adjustment request or

tariff determination as the case may be,

Adjusement Mechaniam - Salaries, Wages & Other Bonefit

Reviswd Satarlcs, Wages B Other Dencfiis Expenses = Ref., Salaries, Wagces & Grher Benefits x [ 13{GoP Incrcasa ar CPIY)

FY 2025-26, aflowed Salarics, Waoges & Other Benelits may be considered as reference cost for future pdfustment.

The Authority may consider to ollow GoP Increase till the time the DISCOs remaln in public sector, otherwise CPI
indexation may allowed if DISCOs get privatized.

The allowed amount for FY 2025-26, may be netualized based on Audited eccounst for FY 2025-26, eonsidering the
snne as uncontrollable cost on part of XWDISCOs.

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

fund would be allowed,

10.16. Transportation/Vehicle Running expense portion of O&M cost

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

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses (Ref)) x {1 + (Transport index of NCPI)J)

10.18. Remaining O8M 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 Adjustment mechanism

would be as under;
O &M(Rev) = O & M (Ref) x {1 + NCPI-X)]

Where

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

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

ANCPI = 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
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for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transport of Decamber 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

11. RORB

11.1. 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;

_Adjusoment Mechantym - RoRE

RORB{iev} =RORB(Ref) x RAB(Rev) / RAB(Ref)

The ellowed RORB may be considered as xeference cost for future adjustment.

Ins nddition the allowed RORE for previous year will be trued up based one actus) Iyvestment (maxdmum cap ta the extent of allowed
investment)earriud out during vhat yesr, Further KIDOR fluccuation on bi-anmu) basts alse subject to edjustment. Further Spread of
1.50% is nllowed as maximum enp, it case EISCOs manage te obiain firancng on spread Jess than 1.5% the some shall be adjusted ns
part of PYA.

11.2. Inaddition, the Petitioner is directed 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.

11.3. 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.

11.4. The Authority also understands that interest payment is an obligatory cash flow liabiliey
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Autherity 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 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 altowed 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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12, Depreciation Expenses
12.1. The reference Depreciation charges would be adjusted every Year as per the following

12,2,

13,
13.1.

13.2.
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formula;
DEP (Rev) = DEP {Ref) x GFAIO (Rev)
GFAIO (Ref)
Where: DEP (Rev) = Revised Depreciation Fxpense for the Current Year
DEP (Ref) = Refexence Depreciation Expense for the Refexence 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 addition, the allowed Depreciation for previous year will be trued up downward,
keeping in view the amount of investunent allowed for the respective year, other than
consumer financed investments. In case, the Pettioner ends up making higher
investments {excluding consumer financed investments) than the allowed, the same would
be the Petitioner's own commaercial 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 during the MYT
control period to calculate future Other Income,

Adjustment Mechonism - Other I [(e])]

=0I{Alowed Preyvious year) + (OI{zlowed for previous year) —

OltRev) OI{Actual previous yesr)

‘Thg ellowed Other i may be Idered o5 reference cost for future sdjustment.
Tn addition the allowed Other Incoime for previous year will be trued up based on aciual Other Iicome durirg that year

Working Capital

The Authority during proceedings directed the Petitioner to provide it working capital
calculation and has considered the submissions of the Petitioner and in order to access the
working capital requirement of the Petitioner, the Authority obtained details of number
of days available with the Petitioner to pay in 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;
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Stores and Spares (3% of GPA) 3% 3% 7,778
"'eade debt (30 days of Revenve Reccivable) 30 0.08 4,774
TFotel Current Asscts 12,552
fCurrent Tinbilities [273 [ ss.67%]  s.368 ]
Working Capital Requircment 4,164
Loss Recalpt Against Deposit Work 28075
Net Working Capital {23.841)
Cost of debt Joza) 12.00%
'Working Capital Cost (2,867}

133.  As reflected in the table above, the Petitioner’s working capital xequirement for the
distribution function has been assessed as Rs:4,184 million. The Authority further
considers that receipts against deposit works, being directly related to the distribution
network business, are also required to be accounted for as part of working capital
calculations. Accordingly, after 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.2,867 million, based
on 3 months KIBOR ie. 11% +1% spread as maximum cap, subject to downward
adjustment in case the actual spread remains lower. The aforesaid working capital position
e is allowed to Petitioner for the CY 2016, and shall remain subject to adjustment, as per
the méchanism 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 cap1tal requirement as per given formula x
Cost of debt oni a]lowed. parameters

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

» -Cost of Debt shall 3 Months KIBOR + 1% spread as maximum cap, sub;ect to
downward adjustment at the end of each ﬁnam:lal year.

Actuglization of Previous year based on allowed revenus as PYA
Current Assets

- Lower of 30 days receivables based on allowed revenue (including the impact of
allowed adjustments), but excluding Working Capital cost OR Actual average
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
Invesoment. ' '

- Lower of allowed Cash & bank balance or Actual Cash & Bank Balances (Excluding
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Current liabilities
- 2/3rd of aforementioned current assets (Receivables + Stores & spares + Cash)

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

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

13.5. The Authority further notes that since the amount of receipts against deposit works has been
adjusted while working out the cost of working capiral, 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 shail be adjusted as part of othex
income,

14. Whether the requested PYA is justified?
14.1. The Petitioner submitted foﬂowﬁlg for PYA in its Tariff petition;

v" Ruile-53 of NEPRA Tariff Guidelines 2015 provides that under-xecovery or over-recovery of
the cost-of-service incurred during the previous year(s) shall be accounted for going forward
during the current year under the head of prior period adjustment. '

v The Prior Years Adjustment (PYA) on account of under/over recovery of past costs are

summarized below:
Prior Year Adjustment (PYA) { FXR Million)
Sr. No., Description FY 2025-26( FY 2026-27
1 [Sales Mix Varimce FY 2022-23 4,808
2 PUnder/Over Recovery of Quarterly Adjustmeints 6.826
3 |Under/Qver Recovery of DM 7,167
4  [Truc-up FY 2023-24 ) -8,022
5 |Turnover Tux FY 2023-24 5,587
6 |Turnover Tax FY 2024-25 3,260 3,260
7 }Turnover 'Tax (Payment made under ADRC Order) 4,041 5,388
B |PRD Liability 19,283
% [Quarterly Adjustments UMPI, Incremental Units 2021-22 821
10 |Quarterly Adjustments Incremental Unlts 2,168
11 |Financing of Peloycd PPP Quarterly Adjustment 6,936
12  [Differential Amount of WHT/Advance Tax 2,150
13 |GENCO Persion Liability 4,340
Total 59,453 8,648
Sale Mix Variance:
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v The Sales Mix Variance amounting to Rs. 4,898 (M) for FY 2022-23 was requested vide
Annual Indexation of tariff for FY 2024-25. However, the same was not allowed by the
Authority with the remarks to provide the reconciled data of sales mix with its reported
revenue as per Audited Financial Statements for the respective year. The requisite
reconciliation has been submitted to the Authority, hence the sale mix variance of Rs. 4,898
(M) for FY 2022-23 is being claimed as part of PYA.

Under Recovery of Quarterly Adjustments (QTA):
v The summary of under recovery against various quarterly tariff adjustments allowed by

NEPRA is given below:
Uzdar Recovery of QTA {Rz, In Million)

Dracription Ameunt Description Amount
Qre FY 2022-23 2nd Qzr FY 2023-24
Alswed A mount § 25,3300 A owed Amouns 15.233]
Qsr, RsfkWh 3.9856|Qer., Rs/kWh 27063
Recovered 23.911 | Recovered 12,853
Under/(Over) Recovery 1,413 Under/{Ovec) Recovery 2,380
1st Qur FY 2023-24 rd Qzr IY 2023-24
Allowsed Amaount -538[Allowed Amount 3337
Qe Bs/Wh -0.7107 | Owr. Rsfk\Wh 0.4633
Recoverad «2.013] Recovered 2,51
Under/{Dver) Recovery 1,475 |Undee/{Qver) Recovery 825
Ak Qir FY 2023-24
Allwed Amount - 4967
G RefXWh 1.8146
Recovered 7,340
Under/{Ovar) Recovery 727| .
L Greod Tolsl |_6,836]

v" The Autherity is reéuestcd to allow the under recovery of Rs. 6,826 (M) on account of
aforementioned QT As.

Under Recovery of Distribution Margin (DM) for FY 2023-24:

¥ The Authority allowed DM of Rs. 46,391 (M) for 'Y 2023-24, against which actual amount
recovered Rs. 39, 224 {M) which resulted in under recovery of Rs, 7,167 (M) as tabulated

below:
Perlod
Description - 0130231013 | 12Jul 202310 | Amount
' Jul 2023 30 Jun 2024
DM Allowed in Determination 2023-24 46,391
D co
Units Sold (kWh) - 761 16,143 16,904
1SP-2 Increroental Units {kWh) =24 ~284 -308
Net Metering (adjusted) Units kWh -3 -82 -85
Mat Unit Sold (KWh) K 734 15,777 . 16,511
DM Rate Rs/kWh 1.85 - 230 1,85 & 2.39
DM Recoverad 1,358 37,865 39,224
Under Recovered DM 7,167

v The Authority is requested ta allow the under recovered DM of Rs, 7,167 (M) as PYA.

True-Up FY 2023-24:
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v In line with MYT adjustment mechanism, True-Up of Depreciation, RoRB and Other
Income for I'Y 2023-24 is elaborated hereunder:

MYT True-Up for FY 2023-24 (Rs,
Depreciation Amount

Allowed 6,208
Acmual 6,610
Under/{Over) Recovery 402
RoRB (Investment + XIBQR) -
| Allowed 13,808
Actual 15,853
Under/{Over) Recavery 2,045
Other Ingome

Allowed =7,108
Hetual ~17.577
Under/{Qver) Recovery -10,456%
Total -8,022

v The Autherity is requested to consider and allow the true-up amounting to Rs. (8,022) (M)
as PYA,

Turnover Tax for FY 2023-24:
v" .In line with Authority existing practice, the amount of Minimum Turnover Tax paid by
MEPCO for FY 2023-24 is tabulated below:

Turnaver Tox FY 2024-25 {Rs, In Millon)
Description Amount|Remerks
1st QTR 2023-24 . 440 1CPR MNo. 1T2023082701012231660
. CER WNo. IT2023122%01011694786 & CPR No.
2 QTR 2023-24 1149 IT202312301011717604
3ed QTR 2023-24 1,000 . {C PR No, FT20230001011958R60
4th QTR 207324 2.312_|CPR Na, 1T2024062801011988802
Pamcm. with Tax Return2024] 587 [CPR No. IT20624123101011857636
Total 5,587

v The Authority is requested to consider and allow Rs. 5,587 (M) paid on account of Minimum
Turnover Tax for Y 2023-24 as PYA.

Turnover Tax for FY 2024-25;
v" Payment of Turnover Tax for frst two quarters of FY 2024-25 has been made to FBR as

detailed below: t

Turnover Tax FY 2024-25 (In Milllon)

Description Ampunt ) Remarks
NI - CPR No, 1T2024092401011704844 & CPR Na.
ber QIR 2024-25 217 024092401011705351
. : CPR No. IT2024122601011715469 & CPR No.
20d QTR 2024-25 L9 r004122601011715468
Totak 3,260

v" The Authority is requested to consider Rs. 3,260 (M) paid on account of Turnover Tax for
first two quarters of Y 2024-25 and allow the same during FY 2025-26 as PYA. The
tentative amount of Turnover Tax due for third and fourth quarters of FY 2024-25 is
narrated as under:
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Turnover Tax FY 2024-25 (Ra. In Million}

Description Amount Remarks
drd Q1R 2024-25 2,120 Dug in March 2025
4ch QTR 2024-25 1,140 Due in June 2025
Totak 3,260

v The Authority is requested to consider and allow the same during FY 2026-27 as PYA.

Turnover Tax TY 2018-2022 (Payment made Under ADRC Order):

v Itis apprised that pursuance to Federal Govt. Tax Laws (Amendment) Act 2024, whereby it
is mandatory for the SOEs (Including MEPCO) to approach FBR for appointment of
Alternate Dispute Resolution Committee (ADRC), if aggrieved by any orders of FBR, and
the SOFs to withdraw all pending litigation and cases immediately. Accordingly, MEPCO
approached FBR for appointment of ADRC for resolution of Tumover Tax Cases for the
period FY 2017-18 to FY 2021-22 involving alleged obligaton of Rs. 28,887 (M). FBR
appointed ADRC which after due proceedings and accepting stance of MEPCO, resolved the
subject issue of Minimum / Turnover Tax whereby MEPCO was required to deposit Rs. 9,430
(M) in quarterly installments completing the payment up till June 2026.

Turnover Tax TY 2018-2022 {ADRC Order) {Rs. In Milllon}
Description . Amount Remarks

CPR No, IT2024123101C11851800 & CPR

Wo. 1T202:4223101011852235

ADRC Payment 15t Instaliment {Deg 2,000

ADRC Paysnent 2nd Installment 604{Due In Maz-2025
ADRG Payment 3rd Instaliment 1,347| Due in Jun-2025
Total; 4,041

v The Authority is requested to allow Rs. 4,041 (M) on account 'of Turnover Tax during FY
2025-26 as PYA. - '

v Further apprised that quarterly installment due in four quarters of FY 2025-26 as per ADRC
decision, have been claimed as PYA as summarized below:

Turnover Tax TY 2018-2022 {ADRC Order) (Rs. In Milllon)

Descrlption, Amount Reimnarks
A i '
DRC Payment (Duc in FY|  gapab 0 on Sopt-2025, Dec-2025, Mar-2026 & Jun-2026
2025-26) )
Toral: 5,328]

v The Authority is requested to allow Rs. 5,388 (M) on account of Turnover Tax during FY
2026-27 a5 PYA.

Post-Retirement Benefits (PRB) Less Determined:

v Inline with the decision of Authority to allow the Provision for PRB on the basis of Audited
Financial Staterents as well as to consider the amount of PRB Liability routed through
Other Comprehensive Income (QCI) in futuwre (Reference Para 5.41 of MEPCO Annual
Indexation for I'Y 2024-25 under MYT), the difference of provision for PRD as per Audited
Account for FY 2023-24 & provision allowed by the Authority. and PRB Liability routed
through OCI for FY 2023-24 is tabulated below:

37|Page




Detormination of i rb.-;Autban‘t}ffa the watter of MYT Pedition
ﬂﬂﬂmg’; . of MBPCO for Distribution Tariffunder the MYT Regime
e . - R

v The Authority. allowed the amount of Minimum/Turnover Tax on the basis of CPRs
provided by MEPCO. In this context, it is highlighted that payment of Minimum/Turngver
Tax is made to FBR after adjustment of Withholding/Advance Tax from gross amount of
Minimum Turnover Tax and CPRs are prepared for reduced amount paid to FBR. Whereas,
while calculating Revenue Requirement, the Authority considers and reduce the gross
amount of Other Income including profit on bank deposits, Hence the differential amount
on account of Withholding/Advance Tax amounting to Rs. 2,150 Million (Annex-ix) may
Please be considered and allowed as PYA.

. .GENCO Pensioners Liability:
¥+ ECC of the cabinet, approved adjustment of Pensloners of GENCOS Power Plants u.nder
closure W1th fo]lowmg snpulatxons

+

. ‘?’f is pro_po.s‘ea' Zbat 2368 Pensmnar.s‘ af GENC'O.;' may be aa)us':ed in L‘bezr penﬂon
dlsbursmg- DISCOs or WAPDA. Similatly, 1,753 employees. of these plants would be
adjusted in DISCOs. Pensions of these employees will be paid by, the relevant DISCOs on
thelr retirement according to rules of the relevant DISCOs, In turn the respective DISCOs
and WAZDA would cleia adjsstment of the same fiom NEPRA in cheir tarif.” - '

4 In pursuance of ahove, 563 pensmners “(out of 2 ,368 Pensloners) have been ad]usted ‘ot
MEPCO however due to more than one surviving widows against one PPO number, the
total number inereases .to 571 pensioners, This adjustment of GENCOs Pensioners in
MEPCOis sub;ect to Determination of NEPRA to allow this cost or otherwise,

v As per Acruanal Report prepared by Nauman Associates Consultlng Actuaries, opening

acmanalhablllty of these Pensioners has been assessed as Rs. 4,340 Million (Actuarial Report

is attached as. The opening Actuanal habllity of GENCO Pensmners amounting to Rs, 4,340

FY 2024-25 however the Authonty not allowed the add.ttional amount W1th the remarks

that the'’ petitioner has been allowed provision for PRB as per latest available Financial

Statements which the Authority understand includes all employees as well as active

" pensioners, Aughority is requested to re~ ~consider the opem.ng ].tablhty of GENCO Pensioners
and allow Rs 4,340 Millien as PYA. : o :

Blfu.rcatlon of PYA _ - ~N
v The Blﬁ.u'cahon of PYA is as u.nder T
BLFu:callen uf FYA. . : e L R l':iMﬂllnn . L
* \ q “FY 202596 Y 205627 o
SxNo)* o D““’P"“‘ R ~DoP]__ 0P| ToullDOP._[SOP monl | —
ISa‘lns Mh\"-uu:v:\ wm ?3 4 4,898 - .
* 3| Usder/Over Recovery of Qlga Ag[munmu f . 6a08] - 6aas) - I O
: 3| Under/Over Recovery of DM .. 6379, 7 ALY = .
TiTreepn FY 20020 ' ' i B.73) -
5|Turoover Tax FY 2023-24° - - ‘5587 5587 P - o
6 Turnover Tax FY 209623 3250] 3,260 3.2£0| 3260
: 2041  4.04) 5288) ~5.388]
sovl 1233 19283 4
il
2168|231
6538 633!
2150] 2350
4057 7] 4340
Tolal 0,474l 38,955] 59,450
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Indexation/True-Up fo for_w

v Audited Accounts of MEPCO for BY 2024-25 have been finalized and approved by the AGM
on 27.10.2025. Based on Audited Accounts as well as in accordance with Tariff
Methodology, MEPCO requests the Authority to consider and allow the Indexation/True-
Up, as tabulated below, in its instant decision of MEPCO MYT,

Nomenelature Rs. In Miilon
True Ups Y 2024-25 2,459
DM Under/Over Recoverles FY 2024-26 6,851
QTR Adjusiments {658}

. Szles Mix Varlance 30,279
Opening PR Liabiily of GENCO Employess 3,211
Un-Regulated Incems - 14,697
PRB Lisbiiity (OC)) 26,305
'Virile Oli Bad Debis . 4,450

Tatal 87,784

PYA Requested VS Deteymined FY 2025-26

: FY 2025.26
|Sr Ro! Deserlption tntastim Tarjir
' i . Requested | ‘poygrmineq
.1 Ga'lua iz y_asrlan:u FY 202223 4,008 4888 |
L UndeiCrear Rososery of Duziterdy Adiustments 828 4,924
3 nderCher Recovary of DM 1167 5330 |
A [Tveun FY 202324 16,022) 11,810
%_.[ Ty Tax FY 2023.24 5568 5,560 .
Murnovor Tax FY 2024.25 : 4,280 2250
'__ 7 {Tun Tax ;PaxmunlmadaundarnnRCOr nr) 4,044 4,041
8_ PRB1iabllity 15,283 .
|9 __GCuarery Adiyslmanis UMPLEncramental Unis 3031.22 821 x
P10 _Cusderly Adlistnients Inccemental Upls : 2,188 -
i1 __Finsnding of Dalayed HPF Quaroily Ad). : : 58 L
I 3 Piltoreniiolol WHT/Advanco Tax 2,150 -
3 GEHCO Ponstonss| izbHily 430 -
4_ FOA Impast -Adjustedas PYA : - - 231
5__ Prevjoup PYA Diffarepze : z 2,003
L18. W&E!Z.?Q_Lyﬂﬂ_ﬂ_*ﬂ.cd - 2,478
Tl ELYE 70,951
o = T A e G e e R T [P

Ath atr FY 202233

lowed Anounl
tr. Asfkwh
ceovered
UnderflOves)Racavery
- vt FY2023-34
lewed Aniounl (538}
i Ryfiwh : 0.7107)
ectraerad - {2013}
Underf[Qvarjagcavery - 1475
204 OUF FY. 202324 ' . )
fovem! Amidunt - . 15,133
ur, AsfkWWh - 2,063
peovered . 12,853
Unda:f{Ovar) Rpcovary FELT
3id @ FY 202324 -
Wloverd Amaual 3 . 3,337
v, Refitn 0.4639
Recovered 2,512
Underf [Over) Racevery 828
Aih Oy FY 2023.24
Prowed Asnount 7,907
ite. Gsfk\Wh 18145
fiecovercd . ' 2,240
Urtarf[Ove Recovary 7

[Fotat Underf{Over) Rucovory [ 6025 1
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Perlod
Descriptlon Total
01Juk 2023 to 11Jul |22 July2023 to 3¢ Jun
2023 2024
DM Allowed In Determination 2023.24 46,391
DM Recovered
Units Sold (kwh) 761 16,143 16,904
5P-2 Incremental Units {kWh) {24) {284) {308}
Net MetesIng (adJusted) Units Kwh (3 {82) (85)
tdet Unit Sold (kwh) 734 15,377 15,511
DM Rate Rs/kwh 1.8% 2.40 1.85%& 2,40
DM Recovered 1,358 37,865 30,224
Under/{Over} Recovered ' 7,167

[ T e SR Upt EYe2 028 2 R

Daprectation

Allerwed 6,208

Actual 6,610

Underf[Cver) Recovery 402

RoRB [Investment + KIBOR]

allowed, - 13,808

Actual 15,853

Under/{Qves} Recovery 2,045

Other Incomie

Ilowed {7,108)

Actual 117,577}
{10,469)

s

R A TR
s Totalrueidl

B

Turngver Te¥ FY 202324

Deseripiion nmt";;ﬁun} tin Remarks
15LOTR 2023.24 440 TPR Ne.\TZ023092701012231600

CPR Ho. F2023122801011504769 & CPR No.

FRd OFR 202324 1142 Gogo3123010137 17604

id QTR 2023-24 1,000 CPR No. 202300010 19658660

Alh QTR 202324 2412 CPR Mo, T202505280101$0E8B02

Paymenteith Reiuin 2024 $37  OPR Mo T2024123101015857026
Tolaf; 5587
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bseripikcn

QTR 1024.23

Tumo ror Tix Y 11615
Amauat [
Mident Remanks
217 CPA N, TR02A052L01 011704844 & CPR Mo

ITR02402401H 1105300

2na0TR 202425

CPR Ho. M0ZA1 7250101715480 & CPR Ho.

L1 imodizzeoiostHss
Telak 3244
Tornover Tad F¥ 204438
; Duc-ﬂil!ﬂ_ m‘“ Rumarks
grd Ot 202425 2420 [
SO 202078 _  TTTem
i Tolak }
Financlal Year Quarter Revised Amount Amount Allowed Lessf {Excess)
204 7,641 7074 567
FY 2021-22
ard 2,4 2170 259
TOTAL 10,065 9,244 k3

j

justments Incremgntal Unlts

5. in Mlllen
o

J' Finencial Year Querter Revised Amount | Amount Allowed | Less/ (Excess)
. / 15 4,114 3,762 352
01122
th 19,530 19,530 -
1t 10,657 10,604 3
) 2nd 239 . 2,354 L
2022:23
3d 19,120 10,173 {54)
4th 27,240 25,330 1,910
) st (727) . {538) {185]
202524
2nd 35,287 15,333 54
T Tatal ' 85,614 ‘36448 2,86

=3
Adnbrand 1T e p ]y ey S [T ) -
EOh AT e Y FETTET] Feror . FITINC M ) :
[ ety B i 20 TR, ETTTS T FREY [T T30k, A
Parri Lt T WL Bl CTTE) T TR - e T [T .
were bk rnd U7 AL 3 e} 2 e T LYY T ra
0 AT IeTl i - T (X FTITY ) EIT]
hrsn Yiewil Ty ol L [} M 1]
) o, =T s ager| 1o [IG]
by T = am il ¥i| o
LT £y i dAT T vy am T
ot v . TR FE=rT T 47
v s i LT Ll n
i 15,7 LLIAH LIS EY YT L1}
£ 1) T E] TS i Ay T L]
413) adih [TErY 12 AT £
LAs-1) e [IETY] [E7] eroiy Tier R
I [Tres D ny |
T [T] 33pee 3l ] FrErey I [E)
4 iy LT TLHL Lt ) [F]
] ATy T FE) [T M 2
Y] Phoiny [T (A1) carmif M) [T
LIIET) A | Sl Y COTEE lTE0 i
L1
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A - [
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anracialluq o "___‘_“______I_t:_h__!il_ﬂﬂ
Alowed poe0Z2 |
‘Attusl | 7488
Under/{Qver] Racavary nEB
RoRE {tnvesimont + KIBOR) o,
Allowed ! 2852 °
Actual 1 17,247 )
Undarf{Qvas) Racovary 4,395
Dther Income

Allowad [ {308 )
Aol oo.Lies10) ]
Unde{Ovor) Recovary {2,802)

P .I....—._.-......-.-.

FTolal True Ups s i ik = 2,:450:%)

PET " DM Under/(Over) Regoveryi -

Underf{Cver) Recoversd BM

Rs.ln Milﬁnn
per el 3 eserlpHeitind - il
1M Adlonved FY 2024-25
DAT Regovered
Units Sold (kWi 16,569
Tueremenial Unlts (kWh) {65}
Mel Metering {uljusted) Units kWh {348)
Vet Units Sold (k\Wh) 16,156
L Allowed Rate RsfkiWh 30
Actun! DV Recovered 50,052
6,851

f OTA Adjustribnts; - * -

. Re- 1A Milllon

- Descripifop, R T T

[ ors T T ATt e e
Mth oir FY 202323 .
Aigied Amourl 5350
Otr, RefWh 3.9856
Recovered 23911
Undeif|Ovar] Recovery 1,415
2nd Bir 124.25
prn " 10,769
Q. Rxkh R 12.0023)
Recovived {19,370)
Underl{Cvat) Recavery 1533
3rd Qlr FY 202435 :
lowed Amount 05378)
O, RsWh {25742)
Rooyiorod 14.040)
Uneorl{Dver) Aecovery (LR
L Total Underi{Gyer] Recovery ) (B

Hole: UndariCreer) ) Rocovasy of 4th Quaner of FY 202223 I.‘.'m\wns requ;;md vid'u Annuad

Inexation Requast (or FY 2024.25, hovraver the semo wos nol

142, The zvthority has analyzed the PYA’ workinigs submitted by the Petitioner and also
obtained additional information, including category wise sales data from PITC. Based on
the avsilable  information, Authority’s decisions in texms of FCAs and Quarterly
adjustments for the relevant period, mechanism provided in the MYT determination, and
data provided by the Petitioner, the Authority has assessed the PYA of the Petitioner

under various heads as under;
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Rs. Min
Description| [MEPCO
QIR 3,895
D 11,040
PYA 2,200
Sales Mix 4,898
True Ups -
2023-24 {9,533}
2024-95 (3,419)
Other Head 10,650
Total 19,739

14.3. The detailed head wise working of aforementioned PYA is attached with Supply
determination.

15,  Whether there will be any claw back mechanism or not?

15.1, The Authority notes that submissions were received fram DISCOs on the subject; however,
the Authority observes that the issue raised stands substantially addressed within the
existing regulatory framework,

15.2. The Authority is of the view that appropriate sharing mechanism for any savings by the
utility have already been provided under each head separately e.g. O8&M costs, T&D losses,
cost of debt ete: therefore, no separate claw-back mechanism is required. However, in event
that any additional return is realized by the Petitioner, which is not otherwise addressed
under the approved mechanism, the same would be shared between DISCO and consumers
equally.

16. Upfront Indexation/adjustment for the period fuly 2026 to December 2026

16.1. The Ministry of Energy (MoE) vide letter dated 18.08.2025, submitted that NEPRA
determines the consumer-end tariff for ¥WDISCOs and K-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 rebased tariff, once determined, is notified by the
Federal Government under Section 31(7) of the Act. The latest rebasing was notified on
July 1, 2025, In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998
.read with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies (DISCOs} are required to initate
the tariff determination process by submitting their minimum filing requirements by
- Janudry 31% of each year, The submission is followed. by Authority’s internal meetings,
public hearing, iariff determination and notification by the Governmrient.. 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. -

16.2. The Ministry 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 higber consumption leads to

significant hike in the consumer electricity bills of summer months which in twrn xesults

in unaffordability, public dissatisfaction and mationwide protests in the country, The issue

can be streamlined if the timing of annual rebasing is shifted from summer téL winter
frall
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16.3,

16.4.

16.5.

16.6.

16.7.

16.8.

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 Elecixicity Plan Strategic Directive B also stipulates that
the Regulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
{Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations,

The MoE submitted that the Cabinet has approved that policy guidelines may be issued to
NEPRA to revise the anmual 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 regard,
it-is highlighted that NEPRA has aiready determined Power Purchase Price (PPP)
references up to Iune 2026. Pro;ectlons for the rema.ming six months will be shared
subsequently

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

"WEPRA shall revise the annual tariff determination process timelines by amending the
relevant Jegal and regulatory framework (guidelines, rules and procediires) to ensure that
annual rebasing is notified with effect from ]anuazy I of each year, afler completion of all
regulatory proceedings.” o

MEPCO also vide letter dated 17.10. 2025, submitted that the MoL vide letter dated
16.10,2025, has conveyed that the Federal Government has approved the revision of the
annual tariff determination schedule, making it effective from' 1% January-zach year. The
Authority has already determined the Power Purchase Price (PPP) references up to June
2026, accordingly, it is subinitted that the references for the remaining period up to
December 2026 may also be determined, in line with the-above-mentioned directives.

MEPCO further stated that it has already submitted its Multi-Year Tariff (MY'T) Petition
for FY 2025-26 to FY 2029-30 for determination and the decision of the Authority is
awaited. Meanwhile, an interim tariff for FY 2025-26 has been.determined by the
Authority in response to PESCO's request dated 29.05.2025,

MEPCO 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 smaoth and tnnely transmon
to the revised rebasing schedule. - S > :

The matter was discussed during the hearing, and the Petitioner requested the followiig
coits on account of interim indexation for the 06 months period from jul. 26 to Dec. 26;

ﬁw
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Description MEPCO

Saliries, Wages & Other Denafiee | 12,847
Post Retiecment Benelits 15,391
Ciher O & M Costs 6,474
Depreciauion 5, 165%
Rewurn on Rawe Base 9,868
‘T'umn Over Tax

Grors Distribution Mazrgin 45,779
Less; Othor hicome {4,607)

Net Distribution Margin 45.171

PYA
Taotal 45,171

The Authority has considered the guidelines issued by the ederal 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 xebasing 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 End Tariff. (Methodology and Process), 2015", and the same are now in the
process of nouﬁcauon

Turther, in light of the instany pollcy guidelines, the Authority has determined the revised
Power Purchase Price (PPP} references for the penod from ]anuary 2026 to December
2026 r.hrough a aeparate decision. Pursuant thereto and keeping in view. the request of the
Petitioner to also determine variff foi the period from July 1, 2026 to December 31, 2026,

in actordance with the revised annual rebasing timelines, the Authority has also
determined provisional revenue requirement of MEPCO for the period from }uly 1, 2026
to December 31, 2026 as under:

R “m'n:rlpt?uu R ey DR

Pay & plewances

“Post Retleemert Benefts
Hepalr & Mahualance

. Treveling alowanee
Vehicle nulnlcr'_uuw

Ouwr cipreises -

D&M Cost [Mio. Re.) NRSTEEATGIN AR
Deprktaton : .
RORD
O.In¢ome
Margln (MR}

For the purpose of rebasing for the period from Ia.n to Dec. 2026, the amount recovered
by the Petitioner, to thé extent of distribution and supply margin along-with PYA, from
Jul, to Dec. 25, based on interim tariff allowed for.the TY 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26:The racovered amount has been calculated
by applymg the'Rs. ﬂcWh rate as per the interit tariff (to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025.

The adjusted revenue requirement so worked out for the period from Jan. to Jun. 26 has
been clubbed together with the provisional revenue requirement determined for the

Yol
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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

{S0T) of the Petitioner has been designed accoxdingly.

Any under or over recovery of the determined revenue requirement for the FY 2025-26,
based on the allowed regulatory targets in terms of T&D losses, recovery ete, 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 xequirement
of the Petitioner for the FY 2026-27.
Crder
In view of the discussion made in the preceding paragraphs and after 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
Tarif table of CY 2026 (January 2026 to December 2026), to the extent of its distribution
fonction is summarized as under;
Alowed CY
2026
*"‘I)-“e".!ﬁ".:‘ DS D Db
Units Received ) {MEkWh] 18,427
Units Sald [MXWh] 16,337
Units Lost [MkWh) 2,090
Uml:s Lost {%) 11.34%
I‘mrgy Clmrge
Capacicy Charge
T'ransmission Charge & Marke:
Operagion Fee
Power Purchasa Price [Mln. Rs.]
Wire Business Margin '
Power Purchase Priee with Wire
Business (Mhn Rs.]
Pay & Allowantes i7" - «
P.M Asslsrance Pnckagc
Post Retiroment Bonefits
Repair & Mointainance
I'raveling allowance
* Vebicle maintenance
Other oxpenscs
Q&M Cost - [MIn. Rs.}
Depriciation _
RORDB 11,021 10,450
Q.dncome . ) 056) 87}
Margin . [Min Rs] FERE i
Prior Year Adjusument ]
Working Copital - {Mln Rs.) " (2,867)
Revenue Requirement . {Min. Rs.) 60,310 v 59107 -
Averige Tariff [Rs. kW) 3.62
The above assessment has been carried out based on the data/information provided by the

Petitioner, which the Authority believes is correct and based on facts. In case of any
deviation / misrepresentation observed at a later stage, the Petitioner shall be held
responsible for the consequences arising out, under NEPRA. Act, Rules and Regulations
made thereunder. Any consequential adjustment’ if required will be made accordingly.
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17.3. The Petitioner is directed to follow the following time lines for S'llbmlssl.on of its future

17.4,

17.5.

17.6.

i7.7.

17.8.

17.8.

17.10.

18.
181
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iii.

iw.

mdexatmnr’ad]ustment during the MYT control period;

[ Descripian

] [ ADIUSTMENIS INDEXATION |

TIME LINES |

Salsrles, Wapes & Denclics

Tos t-retlement DereL

Ciber operat
Depreekaiion

r'i=]

|Reiuen dn Rejidnory Acset Bage
Otler Income

Anmnlly o¢ per the meshonksm gheen i the
dectibon

Prior Year Adjusument

{Armly a5 por die meckanksm ghven In the

KIBOR

deeltan
IBI-NI.-mI!z. o per wha deelikon

Return en Equity {ROE) :;E'; dloweed oreg
Spread [A% per the mecha sy i the declslon

Requedt 10 be wbmined by Pehlonce In end of July of
every year, 5o that 2d[usizent / indeation for the nea
yrae i1 determined in ¢lmely manner,

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 criterla laid down
by the Authority and make its system available for operation by any other licensce,
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 ferms of
Distribution and Supply function separately in its audited financial staterents.

The Petitionex shall follow the performance standards Jaid down by the Authority for
distribution and transmission of electric power, including safety, health and
environmental protection instructions issued by the Authonty or any Governmental
agency or Provmmal Government;

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

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.

The Petitioner shall comply with, all the existing or future applicable Rules, Regulations,
orders of the Authonty and other apphcable documents as issued from time to tzme

Summary of Qu'ectmn
The Authority hereby directs'the Petitioner to;

Provide year wise detail of ameunts deposited in the Fund, amount withdrawn along-
with proﬁt!mterest eamed thereon since creanon of Fund each year,

Provide the amount of IDC capitalized with its subsequent adjustment reguest a.nd
reflect the same in its Audited Financial Statements each year.

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

provide & certification from its Auditors that Repair and Maintenance expenditure
doas not include any CAPEX nature item.
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19.  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 Eleciric Power Act, 1997,

20.  Theinstant determination of the Authority along-with order part, be also notified in terms
of Section 31 of the Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1997, while notifying the uniform tariff application decision of the Authority.

AUTHORITY
. Amina Ahmed _ Engr. Magsood Anwar Khan
Member - - Member
4
el
Waseem Mukhtar

Chairman
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NEPRA Tower, Attaturk Avenue {East), G-5/1, Islamabad.
A Tel; +82.51-9206500, Fax: +92-51-2600026
Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/TRF-625/MEPCO-Supply/2025/ 2. S5 =62 Tanuacy 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY MULTAN ELECTRIC POWER COMPANY LIMITED (MEPCO)

FOR DETERMINATION OF SUPPLY TARIFF UNDER IME FOR
THE FY 2025-26 TO FY 2029-30
Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 77 pages).
2, The Determination of the Authority, is hereby intimated to the Federal Government for filing

of uniform tariff application in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997. The instant determination of the Authority along-with order
part and Annexures, be also notified in terms of Section 3| of the Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of

the Authority. : :

Enclosure: As above ) WW '-mw
(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, Energy Department., Government of the Punjab, 8 Floor, EFU House, Main Gulberg,
Jail Road, Lahore

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

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

6. Chief Executive Officer, Multan Electric Power Co. Ltd. , MEPCO Headquarter, Khanewal Road,
Multan

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

CpGenCap The summation of thie capacity cost in respect of all C]lnGencos for a billing period

minus the amount of iquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BoD Board of Director

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Common Delivery Point

COSS Cost of Service Study

CPPA (G) Central Power Purchasing Agency Guarantee Limited

CTBCM Competitive Trading Bilateral Contract Market

CWIP Closing Work in Progress

DIIP Distribution Company Integrated Investment Plan

DISCO Distribution Company

DM Distribution Margin
- DOP Distribution of Power

ELR Energy Loss Reduction

ERC Energy Regulatory Commission

ERP Enterprise resource planning

FCA Fuel Charges Adjustment

FY Financial Year

GIS Geographical Information System

GOP 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 Distribution Plan

IESCO Islamabad Electric Supply Company Limited

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

KV Kilo Volt

kwW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MD] Maximum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power

MVA Mega Volt Amp 1 .
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MW Mega Watt

NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre

N1DC National Transmission & Despatch Company
O&M Operation and Maintenance

OGRA Oil and Gas Regulatory Authority

PEPCO Pakistan Electric Power Company

MEPCQ Multan Electric Power Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RFO Residual Fuel Qil

RLNG Re-pasified Liquefied Natural Gas

RoE Return on Equity

RORB Return on Rate Base

ROR Rate of Return

SBr State Bank of Pakistan

SOT Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TIFC Tetm 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
UQSC Use of System Charges

WACC Weighted average cost of capital

WAPDA ‘Water and Power Development Authority
XWDISCO Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
MULTAN ELECTRICPOWER COMPANY LIMITED (MEPCO) FOR DETERMINATION
OF :@@mﬁy TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO ¥Y 2029-30

CASE NO, NEPRA/ TRF-625/MEPCO-Supply/2025

PETITIONER
MEPCO Headquarters, Khanewal Road, Multan.

INTERVENER
NLL

COMMENTATOR
NIL “

REPRESENTATION
Chief Executive Officer along-with its Technical & Financial Team
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1. Background

1.1. The Authority awarded a Multi-Year Tariff (MYT) to Multan Electric Power Company
(MEPCO), for a period of five years commencing from 1# July 2021 till 30* June 2025, Upon
expiry of the said MYT on 30.06.2025, MEPCO (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 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”).

1.2. MEPCO 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 level 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. MEPCO also requested the 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 to the request of
MEPCQO and granted an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26,
subject to adjustment and/ or refund, on the basis of the final determination of the Anthority
in the matter of MYT petitions of the Petitioner.

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

R o A T A R U X 20252261 FEX 0 6 2T FE T z?;aslmmsimi@mww‘m

Pawer Parchass Price Re. Min 549383 548,810 550,210 852,578 . 555,611
Encrgy Clarges . Min 178,89 178,705 179,158 179923 180,907
2 Charger s Min | 2876 M13i9 #3195 a4em7] 38572
Use of Systam Clarges Rs. Min 7,676 27,647 7,718 27.93% 27,993 |
‘Markat Operoior Fea R Ml 133 133 139 139 140
[Ditribution Business Cort | Re. Ml | 53.488] 818891 94150  11293s| 112770]
's_:_tmm:lmu Cait i
Pas &n.'ﬂnwnms 1,408 1,516 1,673 2,183 2,
1,848 193 2,150 2.813 2148
) 55 62 9 76
247 300 359 433 57
45 5 58 70 84
4,063 4,518 5,010 5.550 5170
7,656 8,474 9,512 11,128 11,573
7,656 8,474 9512 | 11128 | -i1573
7656 | 8474 | 93512 11,128 11,573
X 38939 8,648
Re. Mln | 688486 647,801 653,872 676,642 £79,95¢
17,184 1233 17451 17,658 | 17.831 |
Requested Tariff Re./EWh]  40.07 3t.37 37,38 38,52 30.13

2. Proceedings

2.1. TInterms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such costs claimed in the petition 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.

2,2, The hearing-in the matter was scheduled on November 04, 2025, for which notice of
admission / hearing along-with the title and brief deseription of the petition was ﬁbhshed
- - 4

5|Page
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in the newspapers on 25,10.2025, and also uploaded on NEPRA website; Individual notices
were also issued to stakeholders/ interested parties.

e85 0 arin

For the purpose of the hearing, and based on the pleadings, following issues were framed for
consideration during the hearing and for presenting written as well as oral evidence and
arguments;

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

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

iii.  Whetheér 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 and PYAis
justified?
v.  Whether the requested PYA is justified?
vi.  What will be adjustment mechanism for future indexation of different components of

revenue requirement during the MYT? Whether there should any efficiency factor (X
Factor) and Z-Factor? . S

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

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

justified?

ix.  Whether the existing fixed charges applicable to different consumer categories needs

" to be revised and requires any changes in mechanism for charging of such charges

based on Actual MDI or Sanction Load or otherwise? Whether there should any Fixed
Charges on consumer’s categories who are currently not paying any fixed charges?

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

xi.  Whether there will be any claw back mechanism or not?
i, Whether the concerns raised by the intervener/ commentator if any are justified?
ii.  Any other issue that may come up during or after the hearing?
Comments/replies and filing of Intervention Request (I-R), if ahy, were invited from the

interested person/ party within 7 days of the publication of the notice of admission in terms
of Rule 6, 7 and 8 of the Rules. In response no intervention request/ comments were

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

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

26 js justified?

5.1, 'The Petitioner, in its petition submitted that Power Market Survey (PMS) projects a modest
YoY growth in energy sales and demand; however, actual data for base year F'Y 2023-24 and
current year FY 2024-25 reflects a decline. It was submitted that MEPCO PMS forecast
7024-34 is based on 2 CAGR of 0.99% (for ten years) while NTDC IGCEP 2024-34 is based
on 4 Compound annual growth rate (CAGR) of 2.8%. MEPCO's monthly demand (MW) for
FY 2024-25 up to March 2025 remained lower than that of the previous year, FY 2023-24,
reflecting an average decline of 5%. A decline of 6.2% in progressive sales of MEPCO up to
March 2025 compared to that of FY 2023-24 is observed, This decline is largely attributable
to rapid solarization through distributed solar generation (DG), whereby consumers
increasingly rely on self-generation, resulting in reduced MEPCQ's grid-based sales and
shifting peak demand to evening hours. While forecasts assumed growth based on expected
policy developments such as reduced regulated tariffs, integration of CPPs with grid, and
changes in net metering arrangements, which were anticipated to encourage self-
consumption rather surplus energy exports to grid. As a result of above factors, recent data
shows a slight recovery in sales (0.7%) and demand (8%) in March 2025, suggesting a
potential upward trend as consumers move toward self'—consumptlon rather than exporting
electncn:y to MEPCO network.

‘Projected Increase in No, of Consumers

Consumer 1, 425-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30

Category
Residandisl 553,311 | 591,346 | 631,995 | 675,439 | 721,869
Commerchl 27,624 | 28744 | 29,909 | 31,122 | 32,34
Industrial - 1,428 1,461 1,494 1527 1,563
Bulk supply 34 37 39 42 43
Agriculture 7,008 | 7548 | 8017 | 8514 | 9,042
Othars . 15 | 155 | 186 | 17w | 190

Tota) 569,650 | 629,201 f 671,620 | 716,822 | 765,09

Projected Lord of New Consumers
— e
Consumer | o6 |2026-27 | 2027-28 |2028-29 |2029-30

Cutegory
Rosidentiat .| 114913 | 1245.51 | 1350.06 | 1463.47 | 158652
Commerclal 11706 | 12509 | 13356 | 1426 | 152.26
Industrial 925 | §2.34 | 5826 | 101.27 | 10438
Bulk supply. 5.34 9.8 1028 | 1078 | 1131
Agriculture 13244 | 14134 | 15085 | 160.59 | 171.82
Otheis 08y | oes 09 053 | oo

__Tatal 1501 | 1618 | 1744 | 1880 | 2,007
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Demand Growth Projection
Enetgy Peak | Peak
rY Demand | Demand
e Sples 11-XV | 132-KV
(GWh) | (G.R) [ (MW) [ (MW)
2025-26 17,184 0.85 4,252 4,336
2026-27 17,333 0.86 4,336 4,380
2027-28 17,491 0.92 4,378 4,422
2028-29 17.658 0.95 4,423 4,467
2029-30 17,834 1 4,466 4,511
Power Purchase Price (PPP) Break-up (Rs. In Million)

) Description 2025-26|2026-27|2027-28]2028-29}2029-30
Energy Transfer Charge 178,893 | 178,706 | 179,158 | 179,923 180,907
Capacity Transfer Charge 342,676 | 342,319 | 343,195 | 344,677 | 346,572
Use of System Charges (UoSC) | 27,676 | 27,647 | 27,718 | 27,839 | 27,992
Market Operator Fee (MoF) 138 138 139 139 140
Powaer Purchase Price 549,383 548,811 (550,211 |552,578§555,611

5.2.
5.3.

6.2,

The Petitioner during the hearing reiterated its earlier submissions.

The Authority noted that PPP is the major component of consumer-end tariff, which
accounts for over 85% 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,

The Petitioner submitted that the petition has been filed in accordance with the Rule 3(1)
of Part Il and Rule 4(7) of the Rules 1998 and NEPRA Performance Standards (Distribution)
Rules 2005. As per Rule 17 (3) (1) of the Rules, tariff should allow the licensee the recovery
of any and all costs prudently incurred to meet the demonstrated needs of their consumers.
The Petitioner also submitted that it has filed its investment Plan and assessment of T&D
losses for a period of five years, which are presently under deliberation before the Authority.

The Authority observed the Petitioner has requested for a five years tariff control period, in
line with its five years investment plan. The Authority further noted that the approval of
the investment plan and assessment of T&D losses of the Petitioner for five a year period is
at an advanced stage, therefore, to align the investment requirements of the Patitioner, with
its tariff determination, which is a tool to incur and recover the allowed amount of
investments, the Authority has decided to approve the tariff request of the Petitioner under
the MYT tariff regime for a control period of five year i.e. from FY 2025-26 tll FY 2029-30.
The terms and 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.
er the re te i including new/replacement hiring) is justified
t are the basis for su ectons?

8 yes Il'l
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8.1, The Petitioner submitted the following projections along-with justification for each head as

under:
|Oparatiog & Maintenaace Cost Brerk-Up Rs, in Milllana)
Descrlption 2025-26(2026-27]2027-282028-29|2029-30
Pay & Allowances 0,899 | 24077 | 27.902 | 32516 | 38,256
Post-Rafrement Benelits | 27,536 | 28,845 | 32,026 | 41,901 | 31,989
Repair & Mainterance 2,387 | 2451 294¢ | 3270 | 346M
Travalling Expenses 1,689 | 2,053 | 2454 | 2,961 | 3605
Transportation 1,116 1,239 | 1433 1,728 | 2078
Other Operailng Expenses | 1,875 | 2,084 | 2313 | 2567 | 2,348
Total 55,501 { 60,249 | 69,093 | £4,943 { 82,418

v Increase in Pay and Allowances is attributable, inter alia to annual increment, impact of
. promotions/up-gradations and expected annual increase/revise pay scales by the GoP during
MYT control period.

Plan: for Additional Hiring:

v MEPCO reported a staff shortfall of approximately 44,40% as of June-2024 with a working
strength of 14,246 employees against a sanctoned strength of 25,656 in different cadres. The
following manpower statistics as of June-2024 highlights the shortage of staff in the

company:
Manpower Statistics (As of June-2024)
: Sanctioned ) Working
S'r. No.[Categories Strength |Strength Vacant
1 | Officers 763 514 248
2 | Officials- 24,883 13,732 11,151
Total 25,646 14,246 11,400

Note: 2,959 employees have bean engaged through Outsourcing/Third Perty Hiring.
Proposed Hiring/New Induction:

v MEPCO hereby proposes induction of employees against critical vacant positions as per
approved yard stick as well as hiring against creation of new offices/formations as tabulated

below:
Propnsed Hiring/Naw Induction
’ Description 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30
No. of Employees 1,821 986 885 959 1,035
Projected Annual Cost (Mil. Rs.) - 1,315 1,293 1,718 2,262 2,987
Plan for Replacement Hiring:

v In order to reduce the acute shortage of manpower to meet the technical and operational
targets, it has been proposed that 1,134 vacancies are to be filled by the Company during FY
2025-26. This recruitment will increase the first year O&M Cost by Rs.835 million, The
proposed recrnitment will take place in following cadres:

{Replicomsas Hiring

BP3 | FY 2025-26 | FY 2026-27 | FY 2027-18 | FY 2028-20 | FY 2029-30

DP3liod 474 70 60 ol 50
BP37 us 35 p1] 3 b
p59 3 110 30 100 75 ’
BPS 1 10 0 5 ] .40
B3 14 Fil 56 43 37 3
BPS 15 105 57 30 33 42

| P8 17 37 2% 5l 13 2%
GRS 13 § - N - -
APS 19 £ - .
“BFS 20 3 - - - .
Total 1,134 414 LT 358 297
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Plan for Hiring Apainst Creation of New Offices/Formations:

v MEPCO has planned for hiring of manpower during MYT control period against Creation
of Proposed New Offices/Formations as tabulated below:

Nesr Inductlon agairie Creatton of New Offices .
2026-27 | 2027-28 | 2028-2¢ | 2029-30

Deieription 2025-26

N OF Employees 66 | sa { s | sl | 78
Projocted Agoual Cost (MILRs) | 480 | 948 | 1403 | 1946 | 2698

82. Further, 81 pending cases under in-service death quota have also been included in the

proposed hiring / induction.
Pay & Allowances and Employee Benefits:

v’ The Pay & Allowances for FY 2025-26 have been estimated to be Rs. 22,301 Million, out of
which Rs. 20,899 (M) & Rs, 1,403 (M) have been projected for Wire Business & Power
Supply Business respectively. Pay & Allowances and Employee Benefits including
Retirement Benefits constitute a major portion of the Company’s O8M expenses.

Pay & Allowsnce and Employee Benchies
Doseription 202526 2026-27 2027-28 2028-29 2029-30
" Salaries, Wages & Benefits 22301 25693 29775 34,608 40,824

P“’Jfg"“"“'”“"“"" ML osse 24077 Wo02 516 38356

Pro).Cost-Supply Buslness
(MILRs) 1403 1616 1873 2,183 2568

Staff Retirement Benefits:

v The Petitioner submitted that MEPCO provides various employee benefit schemes,
including a Pension Scheme, Free Electricity Scheme, Free Medical Facility Scheme and
Encashment of Accurnulated Compensated Absences. '

" Obligations under such schemes are assessed annually by a qualified Actuarial Consultant
using the Projected Unit Credit Actuarial Cost Method. Re-measurement of net defined
benefit liability is recognized through Other Comprehensive Income (OCI).

v Provisions for Post-Retirement Benefits (PRB) are recognized in line with the requirements
of IAS-19 based on third party Actuarial valuations conducted by Independent Actuaries,
which required MEPCO to maintain funded Pension Trust Fund at par with total PRB
liability, However, MEPCO could not maintain Pension Fund in accordance with PRB
Liability due to the reasons that NEPRA allowed PRB only to the extent of actual payments
rather than on a provision basis. The petitioner submitted that during FY 2009-09 to FY
201415, NEPRA allowed Pay & Allowances inclusive of Post-Retirement Benefits meaning
thereby separate amount of PRB was not determined by the Authority. The detail of Pay &
Allowance (including PRB) determined by NEPRA & actual Pay & Allowances / PRB
Pravision is given below

ey & Alluncca /PR Actiol & Determined by NEFRUL (R, I Milloe)

. " Ey& W o m Mol
o sam e MUAnc Provisdon, | e
X009 asv: 8L, A4 3a8s
I S I (O - I - -
JoigIT | 368 w09 34 44 058
¥l2 AdsT 2527 e 4616 @I
Bl 5399 ._._2@__5:%_ 5405 (28
k2 5573, __ %603 86 32 00 QMG
RIS 860 TR 1A 650 B,

Tosl 29 WM ©&5 _ B3 (68 l ﬂﬁ %
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v The comparison of PRB allowed by NEPRA & Actual PRB Provision recorded during I'Y
2015-16 to I'Y 2019-20 is as under:

¥RB Allowcd by NEPRA & Actudl PRB Provision (Rs, In Milllen)
PRE Datermined by Actual FRB

N E’. U NeRRA Provision Loy Determined

__Wsls 2134 3% {5,193)
2016-17 2,461 4,930 (2.469)
2017-18 2,707 6,550 (3,843}
2018-19 4,232 8,679 (hd47)
2019-20 4,656 12,233 {7.577)
Total 16,190 39,718 {23,529)

¥ The Petitioner further highlighted that due to Re-measurement of PRB Liability, MEPCO
charged PRB through Other Comprehensive Income (OCI) as required under IFRS-19,
Detail thereof of is as under:

Table 6.12: PRB Charged to OCI N
FY,  PRB ChurgodtoOCGL__ WY,  PRBCharged toOGL
2008-09 3,301 2014-15 - 1,160
| 2009-10 5,732 2015-16 8,044
2010-11 8,052 2016-17 11,466
2011-12 - 2017-18 10,918
2012-13 3,084 2018-19 4,593
2013-14 1,735 2019-20 __{5.674)
Totsl __(53.410)

¥ The petiioner submitted that the foregoing explanation demonstrates that MEPCO was not
provided any cushion by the Regulator to finance its Pension Fund at par with PRB Liability.
In these circumstances, the Company was able to manage to credit an amount of Rs. 2,341
million to the MEPCO Employees Pension Fund up to June, 2020

v MEPCO submitted its Multi-Year Tariff (MYT) Petition for Tariff Control Period FY 2020~
21 to FY 2024-25. The Authority, for the first time, allowed PRB Provision to MEPCO on
the basis of latest available Audited Financial Statements, however with a gap of 02-years
i.e. provision for PRB allowed for FY 2024-25 on the basis of Audited Financial Statements
for FY 2022-23. Resultandy MEPCO obligation under PRB have increased by Rs, 83,337 (M)
i.e. Rs. 80,583 (M) as on June-2020 to Rs. 163,920 (M) on June-2024. The detail of PRB
Allowed, Actual Expenditure and the amount transferred to Pension Fund is as under:

rumm.snnlhpemnn&“ fiemed 10 ¥oud (R I Riflza)
ARl PRy T AR} PRB  Amaas Trandferrod
. Frovidsa Oy PRD Doerminad o Pesulon Fumd
~ i e [Fizl 550 ET]
210 g6 Jhaes 579 LS
Cmmd e T 10404 =) 114
WA i1l 10,08 L 537
W1 435 (Dee, 2024 WA 1833 5093 5067
Toul 47359 G 56 a8

Note: MYT was affective from July-2022 & Profit/mark-up impact also {ncorporated.’
v Accordingly, the e Pension Fund stood at to Rs. 19,604 million as of Dec. 2024, whereas the
PRB Liability recorded in the Balance Sheet as of 31* Dec. 2024 is Rs. 167,930 million
reflecting a funding gap between PRB Liabilities and the assets of the pension fund.

Potential Option for Determination of PRB Provision:

v MEPCO current PRB obligation stands at Rs, 163,920 (M) as on June-2024, and the Company
is unable to cater this obligation through separate fund dua to insufficient cash ﬂons. On
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this basis, the petitioner requested that the Authority may consider allowing FRD
Provision, inclusive of re-measurement of het defined benefit liability recognized through
OCI, on the basis of projected amount calculated by the Third Party (Actuarial Consultant)

for respective year.

v" Keeping in view the above, Provision for Post-Retirement Benefits including measurement
recognized through OCI, has been projected on the basis of Actuarial Valuation Report for
MYT control period FY 2025-26 to FY 2029-30 as detailed hereundex:

Post-Reticerent Benelits Broak-Up (PXR Millions
2025-26]  2026-27 __[2027-2812028-39[1029-30] Total

| _Pension Ag63 | 25791 28539 | 38,592 | 27,4594 | 145,269
Medleal 1651 | 1787 | 2,015 | 2141 | 2.241 [ 9.835
Fros Electriclty [ 1,648 _1.824 2034 | 3215 | 2,428 [ 10,149 |
Leave encashment | 1,223 180 1,598 | 1,765 | 1.983 | 7.94%

: Total 29334 ] 30781 _ | 24,176 [ 44,714 [34,147 (173202

[ Cost-Wire Buslness[ 27,536 | 23,845 32,026 [ 41,901 [ 21,599 [162,307

[Cost-Supply Business| 1,818 _193 250 | 2613 | 2.148 [10.895]

v NEPRA is requested to allow the amount of retirement bénefits for the tariff control period
subject to adjustment on actual basis.
Other Operating Expenses:
v All'Other O&M Expenses have been projected @ CPI-X during the entire MYT Control
Period.

¥" The Petitioner during the hearing presented following request;
; 36 |7 3078-36] ¥V Wi [ 0657 TV 44TI-A0 | Fr 30303 |
E% 77 FY e r;q:_‘!ﬂ".’i"mpj
A —

Frofecad ’Mm Profected | Feofsced | Frojeceed

347 [AT] 155 WAL 3379
0 a :% 1] 7]
3,497 (XY} ] 3,008 3,930 3,708
16 ot Y] EIT T _;Jg_j 3
T [X1] 08 FTE] e (]
1931 151 13,3859 FXTEY FXLT) [XTH]
L [} 145 | 1m 2,578
Fi3 ¢ 5 [T o a5
1,161 Y13 13853 131 148 [ 36 |
177 311 E FETF) 853 49
[ {083 2 $016 5360 670
X 33 000 7383 (X1 v,018

4408 024 sm S419 &3
11471 .14 13,948 14,633 16,658 1% 931
137 ok 18 FEIT] aam ) a8t

i‘g - M 34 [+ ﬂ’!' !!

1 [-A1] 3,008 3, . 3an

T a1 :gg 241 w1 305

FI7) o 3 359 i 3y -
1238 (X1} 2,333 S 339 191
106 B 135 ¥15) ki 1T

o 0 ¢ 3 0 [T}
1,161 L0 5 l.'l_lz 1511 1,750 21,182

tiie 1| 2ak T I T
843 3 - AS1E 31g 5550 BT
3,939 XT; 550 7,33 [RFE] (X1
7,008 LK1 F L o) .\l 10,528 12384
v | exe | oum ) osms | ew | awr |
11,475 | Xi Lty 15“: 15,834 19,011

XA n_ "o | | nen [ im |

1333 x bR 16339 13,845 [EX>]
51,144 % 111 5:.'3? ep 2].!“

v' While justifying its -request MEPCO submitted during the hearing following basis for
projections of different components of margin for distribution and supply functions;

'« Salarles & Wages: Annual Increase @ 5% has been projected on account of annual
increment, promotion & up- gradation: Adhoc Relief @ 20% projected for FY 2025-26

& @ 15% for each subsequent year of MYT control penod o q_ M}
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» Post Retirement Benefits: PRB Provision has been incorporated on the basis of
Actuarial Valuation Report as per Projected Unit Credit (PUC) Method preseribed
under IAS-19,

» With respect to Repair & Maintenance, Travelling Expense, Transportation Expense,
Other O & M Expenses, the Pedtioner submitted that these Q&M costs have been
projected based on the CPI which has been assumed at par with projected KIBOR i.e.
@ 12.06% for FY 2025-26 & @ 11.06% for FY 2026-27 through FY 2029-30,

¢+ MEPCO also submitted analysis regarding Pol prices and requested that Vehicle
running expense be linked with change in fuel prices instead of CPI,

l‘;ﬁ"f _ %gg!gg of Vehiglas Eo.of Yahlcles | Pareontags
0:¥oars 8 abov OF1 _ 20 22%
20-30 Years Old 333 3
MNI0Vaars Ol 24 2i%
0:10 Vesr Oid 231

L Total 1423 100%

POL Halcr Jure-2020 K5, 100,10 Poy Lelcr

POl flakes Jona=2023 258,15 Por LR
Increrse n Haley Amourd Hy 1 Prt Ll
crease o tales (%) 158%
Transpetlsion Eapensg Alones in K3, 400 (M)
Tonspartalion EspensaAtoned in ms —_—— El‘gi&l_ —
Indrensa InAmount . 323 (M)

Incrodie 1%} alk

leceense Roqued £ POL Role lncradss fra. 9,002 (1)

The Petitioner submi&.teél that O&M Cost has been bifurcated into Controllable and Un-
Controllable components,

Un-Controllable Components;

The Un-Controllable portion comprises Salaries & Wages of the employees and Staff
Retirement Benefits. MEPCO has adopted National Pay Scales for regular employees along
with Staff Retirement Benefits of the Federal Government,

The Petitioner submitted that it has introduced lump sum packages for new inductions and
its increase is subject to CPI, which will be a pass-through cost.

R&M mainly comprises maintenance of Distribution Network which is quite deteriorated,
therefore the same is considered as un-controlleble cost. The controllable aspect can rise
when DISCO has been able to fully perform preventive maintenance.

The transport fleat of MEPCO consists of old vehicles with high maintenance cost and low
mileage per litter. The rates of POL are also regulated by the Govt. Accordingly vehicle cost
to be considered under the un-controllable component, The POL rates are also not
controllable. '

it
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Controliable Components:

v" Costs other than Pay & Allowances, Retirement Benefits, R&M and Transportation (Maint.)

8.3.

8.4.

85,

8.6.

8.7.
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shall be subject to indexation with CP] every year plus cost associated with Z-factor, if any,
to be added as pass-through.

The Authority observed that in terms of 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 sexvices;

v ‘(&) tarifl} should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tariff”

v (B) tarifl$ should generally be calculated By including a depreciation charge and a rate
of return on the capital investment of each licensee commensurate to that ezrned by
other investments of comparable risk;

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

v (d) tariff® should Include & mechanism to allow licensees a benefir fiom and penalties
for Bilure to achieve the efficiencies in the cost of providing the service and the
quality of service;™

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

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

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

The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach. In a regime
where the allowed OPEX is determined Ex-Ante, there will inevitably be deviations
between the allowed and actual OPEX in the form of efficiency savings or losses, .Thus,
resulting in two broad options, one that the utility bears all savings or losses, i.e. no action
is taken by the Regulator. The 2% that the utility shares the savings or losses with consumers.
The former provides the utility with a profit incentive to cut costs, but at the same time

Sy
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places the utility at greater financial xisk in the face of losses, The latter somewhat dilutes
efficiency incentives, but also limits the losses/gains for the utlity and its customers,

However, the widely used approach is that no adjustinents 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 etc.

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 benefits)

The Authority noted that head of Salaries, Wages and Other Benefits include employees Pay
& Allowances and Post-retirement benefits and accounts for over 80% of the Petitioner's
total O&M costs, excluding 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 FY 2025-26 is being assessed, which would be used
as reference during the MYT control period, the Authority has taken into consideration the
costs as per the accounts of the Petitioner for the FY 2024-25, and information shared by
the' Pétitioner 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 prew.ous MYT control penod may not be
carried forward in the new MYT.

The actual total cost as provided by the Petitioner for the FY 2024-25, unde_r_Sa]aries &
Wages (excluding postretirement benefits, discussed separately) is Rs,17,763 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.20,475 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 pericd as per
the adjustment mechanism prescribed in the instant determination,

Since, the Audited accounts of the Petitioner, do not provide bifuxcation 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.
Accordingly, s, 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.3,594 million.
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8.14. The assessed Salaries & Wages costs for the Y 2025-26 amounting to Rs. 3,594 million, shall

8.15.

be considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism specified 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

. ddjustment would be allowed as part of PYA in the next mdexauon/ ad]ustment request or

8.16.

8.17,

8.18.
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tariff determination as the case may be.

Additional Recrui 10 ing

Regarding additional recruitment, the Authority observed that Salaries & Wages cost for the
FY 2024-25, as per the accounts of the Petitloner, has been considered as base cost, therefore,
impact of any new recruitment made till FY 2024-25 has already been accounted for either
as part of Salaries & Wages cost or under Q&M if service have been outsourced. The
Authority also understands that any allowing cost upfront efther on account of new hiring,
would be unfair with the consumers, without considering/ analyzing its benefits. The
Authority understands that it will be in a better position to adjudicate on the issue, once the
Petitioner provides details of actual cost incurred in this regard and substantiates the same
with the quantified benefits accrued. Although, the Authority has decided to actualize the
Pay & Allowances cost of the Petitioner, based on its audited accounts for the relevant year,
however, that would anly be to the extent of existing employees. Accordingly, the Petidoner
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 Authont}r,
its subsequent ad]ustment! indexation request. :

Post- ent B

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.

It is also pertinent to mention that the Authority in its previous determinadons and
considering the overall liquidity position in the power sector and in order to ensure that
XWDISCOs fulfil their legal obligations with respect to the post-retirement benefits,
directed the XWDISCOs to create a separate fund in this regard, The rationale behind
greation of separate fund was to ensure that DISCOs record their liability prudently as the
funds would be transferred into a separate legal entity, which would also generate its own
profits, as it would be kept separate from the Company's routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariff in longer run. . '
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In compliance with the Authority’s direction, the Petitioner has created a separate Fund for
its post-retirement benefits and provided following details of its pension fund balance and
Payments made thereof}

NEPRA sliowed
amount {As per | Amount Pald to Accumulated
Applisible Perulonzrn Pund Falince
Tt . ast of Prollt

¥inanclal Yaae

2015-16 6,715,655 | 2IAE0508|  207.000,000
1617 460467 | 2461130746 | £60,129,105
201718 vaas0604 | S21,28981 | L1662
201819 2M8045205 | 439891088 | 1276427541
01920 2,707.000,000 4,465.675.500 ] 1,950.079.212
202031 3BA006 | 4908571283 | 2419196300
20222 4,655,000,000 | 5.487,026,085 | 4,287,125.502
2012-2) 10,604000,000 | 7AM.404,002 |  6,409,348.282
202324 10,106,000.000 | 371726743 | 9.287.016.221

FY202-26 | 18320000000 8201612308 ) 17.776635:491

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

The Authority further notes mention that the audited accounts of the Petitioner for the FY
2025-26, are not yet available, therefore, information provided by the Petitioner for the FY
2024-25, has been relied upon and provision reported as for FY 2024-25, has been considered
for TY 2025-26 ie. Rs.25,312 million, for jts both Distribution and Supply of Power
I’unctlons ’

The Petitioner.is directed to deposit the amount of provision, over and above their actual
post-retirement benefit payments, in the Fund and in case of failure to deposit the excess

amount in the Fund, the same shall be adjusted/deducted in the subsequent tariff
determination and from thereon, only actual amounts paid and amount transferred into the
fund would be allowed.

Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terms of Distribution and Supply Functons, therefore, for the purpose of
allocation of total cost of post-retirement benefits in teyrms 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.4,556 million, to be adjusted in the MYT Control period as per the adjustment mechanism
provided in the instant determination, .

Repair & Maintenapcee Costs : S
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
répair 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. ' '
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5. The Authority is also of the view that since the previous MYT of the Petitioner has ended .

on 30.06,2025, therefore, it would be appropriate to account for the actual cost of the basé
year while projecting O&M expenses and other Misc, expenses for the FY 2025-26, as any
gain/loss of the previous MYT contxol period may not be carried forward in the new MYT.

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.2,104 million under R&M head, for the FY
2025-26, after incorporating the inflationary impact as also requested by the Pedtioner, 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

8.27.

8.28.

8.29.

8.30.

831

8.32.
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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 casts in terms of Distribution and Supply Functions, the criteria as adopted
by the Petitioner has been used. Accordingly, the cost of R&M i.e. Rs. 42 million for the FY
2025-26 allocated to the distribution function.

The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.42 million, shall be
considered as the reference cost for working out future repair and maintenance expenses, in
the remaining control period as per the adjustment mechanism prescribed in the instant
determination. - :

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

Qﬂxﬂm&kpm
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, may be linked with CPI excluding the Vehicle Running expenses
dunng the entire tariff control period.

For assessment of Other O&M costs for the FY 2025 26, the Authority, keepmg in view the
cost as per the audited accounts of the Petitioner for the FY 2024-25, and incorporating
therein inflationary impact gs also requested by the Petitioner; has decided to allow an
amount of Rs.5,610 million to MEPCO for the FY 2025-26. The allowed amount of Rs. 5,610
million is being allowed for both the Distribution and Supply of Power function for the FY

2025-26.

However, while working out the other O8M expense the cost on account of PEPCO
management fee has been excluded, as also excluded by the Petitioner itself, Similarly, no
cots on account of CSR activities is allowed as part of O&M expenses, and the Petitioner is
direct to carry such activities from its allowed returns,
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8.33. Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the Supply function works out us Rs, 1,234 million,

8.34. Based on the figures as per financial statements, the Authority has incorporated all the costs
including bill collection, building rent, NEPRA fee, insurance cost, rent, rates & taxes, and

travelling, transportation ete,

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

8.36. 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 lower than the amount allowed

. for that year, any saving in this regard, shall be shared between consumers and the Petitioner

in the ratio of 50:50, For future indexation of O&M cost during the MYT control period, the

lower of allowed O&M cost or actual O&M cost of the previous year, after excluding

therefrom the capex nature O&M and amount of O&M capitalized, if any, and pay &
allowances & post-retirement benefits, shall be considered as reference,

8.37. If the actual O&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
account for the previous year are available, the already projected O&M cost shall be
raworked: 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
OB8M cast shall also be adjusted based on mechanism provided in the instant determination,
The Petitioner is also directed to disclose its O&M costs in terms of distribution and supply
functions separately in its audited accounts.

EPMC Fee . ,

8.38. Hereitis pertinent to mention that some DISCOs during the hearing requested to allow cost

" onaccount of Management Fee of Power Planning and Monitoring Company (the “PPMC").
DISCOs in suppoit of their request referred to the SRO 1358-I (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 us a “designated entity” for the implementation of the
priérity dreas of the NE Plan, and strategic roadmap as per the NE policy. The SRO further
mandates the company to charge & fee from DISCOs, for the services reridered, as may be
approved by the BoD of PPMC from time to time. The BoD of PPMC may, on annual basis,
approve the annual budget and allocation of fees to DISCOs.
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8.39. 1thas also been submitted that clause 34(f) of the IMF Country Report clearly acimowledges
PPMC’s role in supporting policy, regulatory and tariff affairs, sector reforms, privatization,
CD management and integrated power and energy planning.

8.40, 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,

8.41. Howaver, 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.

8.42. 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 detalls, with proper justificaion and supporting documentary
evidence, along with fulfillment of the process prescribed in the SRO No. 1358(1)/2025.

8.43. On the submissions of the Petitioner, to allow certain costs as uncontrollable, the Authority
noted that as per the approved tariff methodology, Power Purchase Price is the only
uncontrollable cost which is allowed a pass-through item. However, considering the fact
that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Federal 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.

9. Whether the req of :

9.1. The Petitioner submitted following regarding Depreciation, RORB and Other Income; .

Deprecigtion

9.2, Depreciation is charged as per straight-line method SO as to d.u:mmsh the cost of fixed asset
over its estimated useful life. As per Company policy, Building and Civil Works are
depreciated @ 2%, Distribution Equipment’s @ 3.5%, Other Plant & Office Equipmen: and
Vehicles @ 10%.

Depreciation Expense (Rs. In Million)
Deéseription 2025-26 202627 202728 202829 - 2029-30
Depreciatiop Expense 8,944 10,397 . 11.8% 13,157 14,362
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9.3, Asper MYT Guidelines, Depreciation expense for future years will be assessed in accordance
with the following formula/mechanism:

DEP(Rev)= DEP(Ref) * GFAIO(Rev) / GFAIO(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
GFAIO(Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

94, Regarding allowed investment for FY 2025-26 and FY 2026-27, since the Distribution
Investment Plan (DIP) of the Petitioner is under regulatory proceedings, the Authority
has decided to allow the following provisional Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Authority in
matter of DIP of the Petitioner.

" Rs. Min
Provisionel Capex| MEPCO

TY 202526 3,352
FY 2026-27 15,560

95.  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 metes,
Data Centers, tc., 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 dec1ded in
the final decision of DIP of the Petitioner.

9.6.  Regarding the T&D Losses Target, the Authority has decided to provisionally approve the

following loss target:

[Provisional T&D Loss  |MEPCO|
Y 2025-26 11.34%
I'Y 2026-27 11.34%

97.  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 (09) months of issuance of this decision. In case,
the T&D loss studies are not submitted within the allowed time period, the following T3D
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 &I Loss Terget

(Fallure to submit study) MEFCO
FY 2025-26 9.30%
FY 2026-27 1 9.30%

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

e
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9.9.

9.10.

2.11.

9.12,

9.13.

9.14.
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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 ta]dng 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.8,439 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out future depreciation expenses for the
remaining tariff control peried, to be adjusted as per the mechanism provided in the instant
determination,

After carefully examining the relevant details and information pertaining to the defexred
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,5,384 million for the FY 2025-26,
Accordingly, the consumers would bear net depreciation of Rs.3,055 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 cxiteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost of Rs,169 million, for the FY 2025-26 allocated to the
Supply function,

Return on Rate Base:

The Petitioner submission on the issue is as under;

"The Petitioner submitted that RAB is calculated as the sum of Opening GFA plus Addition
in Tixed Assets less Depreciation, plus Capital Work-In-Progress (CWIP) less Deferred
Credit/Contract Liabilities,

Rate of Return/Weighted Average Cost of Capital (WACC): The Rate of Return or WACC
of 14,06% has been calculated based on Capital Assets Pricing Model (CAPM), 3-months

KIBOR+2% spread and Debt-Equity Ratio of 70:30.
RoE js calculated using CAPM model and requires the estimation of following components
) Risk Free Rate (Rf}
i) Beta(B)
iif) Market Premium (P)

Risk free rate is the rate of return that the investors expect to earn on investments that have
virtually no risk of default, The Authority, for assessment of RoE component, considered
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Weighted Average Yield of 05-Years Pakistan Investment Bond (PIB) as risk free rate in its
previous determination, For instant MYT, MEPCO has used Weighted Average Yield of 05-
Years PIB as on 14.59% as risk free rate,

v The expected return on any investment is the sum of Risk Free Rate and extra return to
compensate for risk i.e. Risk Premium.

v Currently, NEPRA uses a standard beta of 1.10 for calculating the return on equity for all
DISCOs. The same beta has been used by MEPCO for computing return on equity,

v Cost of debt has been taken as 03-Months KIBOR as on 13 March 2025 plus spread of 02%
(200 basis points) on the analogy of latest determination by NEPRA,

v Based on the above input parameters i.e. Return on Equity & Cost of Debt, the WACC has
been computed as 14,06%.

v During hearing, the Petitioner submitted following working regarding RORB and WACC;

Doscriptisn FY 2024-25 | FY 2024.35 | FY 2025.28 IFY 2028.2YIFY 2027.29|FY 2028.23|FY 2029
Determined | Audiled | Pro[ectod | Pralactad | Prolacted | Projacied | Projasted
foss Fixed Assals- Opening Bal | 188,137 203,736 231,661 | 270208 | 313389 | 354,400 | 387,492

hdﬂl lion In Flxed Assels 10,738 31,728 30,518 43,180 20,012 36,002 31,058
IGross Fixed Assals - Clesing Bal] 198,572 235474 270,209 | 343,383 | 351,400 | 387432 | 419,150
F.e 35 Accumulated O epracliaion 51,447 B2,382 52,159 102,552 | 114391 | 121,548 | 141810

et Fixed Assals In Operation 117,425 153,013 178,084 | 200,837 | 237,009 | 259944 | 277,240

Add: Cepital Workn Progress 28,270 17,019 38,430 43401 33,602 3r4Ts 31,853
nvesiment in Fixed Assels 143,635 110032 216,485 | 254238 | 275,912 | 297,019 | M0909
Lass: Defarred Credils Q7478 88,483 B4,573 90,850 08,348 | 101,840 | 105,652

[Regulatory Assols Base (RAB) 78,217 83,544 131,910 | 163,889 | 179,564 ) 195471 | 203,342
" laverage Regulatory Assals Basa 60.784 $1,585 $15,808 147,748 | 171,678 | 187,287 | 109,358

Rela of Relum/WACC 21.14 21,44 11.00 1238 13.38 13,38 1338
Roturn on Rate Basa 12,952 17,247 16,281 15,137 22,820 25,029 26,610
Descrintion FY 2024-25 [ FY 2024-25 | FY 2025-26 |FY 2026-27|FY 2027-26(FY 2028-23|FY 2029—30'
) P Determined |Actualt Prof,| Projected | Frojected | Projected | Projocted | Profscted
Market Rate % 1380 | 1290 | 1380 | 13s0 | 1390
Rick Free Rate % 1377 | 4377 | 1238 | 1238 | 1236 | 1238 | 1236
Market-Risk Premium % 123 | 123 { 15 | 1se | 184 | 184 | 154
et ' ‘ 110 1.10 140 | 10 | 110 | 110 | 110
ROE % 1642 | 1542 | 1405 | 14.05° | 1405 | 1405 | 1405
- Gost of Debt :

B Moale kORI Spreagy | 1497 | 1414 | 1408 | 1006 | 13.08 | 13.06 | 13.08
WACC % 1502 | 1443 | 1406 | 1336 | 1338 | 1336 | 1328

s, s —
——

——=

9,15. The Authority observed that as per Section 31(3) of the 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;
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(b) tarifls should generally be calculated by Including & depreciation charge and a rate of
return on the capital investment of each licensee commensurate to that earned by other

Investments of comparable risk;

(¢) tarifis should allow licensees a rate of return which promotes continued reasonable
investment in equipment and ficilities for improved and efficient service;

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

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

08t ¢
Ke=Rr+ (Ru-R¥) x f§

Where;
 Rris the risk free Rate
Ru is the Market Return
" Pis Beta

The cost oflggbt',
Kd = KIBOR + Spread

Aééofdihgly, the WACC as per the given formula works pout as under;

WACC= ((Ke x (E/V) + (Kdx (D/V))
Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%;

The Authority uses the Capital Asset Pricing Model (CAPM) for calculation of Return of
Equity (RoE) component of the WACG, being the most widely accepted model, which is
applied by regulatory agencies all over the world to estimate the cost of capital for
regulated utilides, 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
t}l,arket rate of retwrn and risk-free rate. Generally, the return on stock market index is
taken as a mneasure of market rate of return, To have an appropriate measure of the market
rate of return, analyzed KSE-100 Index return, over a period of 10 years i.e. FY 2016 to FY
2025. Further, return of different neighboring markets and other international markets
were alsg analyzed. ' '

For risk free rate, the yleld 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

- haie
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by international Regulators, and accordingly decided to use the beta of 1,10, while
assessing the Rokl component.

Based on the application of the above methodolog}' and the parameters discussed herein,
the RoE of the Petitioner, as derived strictly through the formulaic epproach, works out
to a level lower than the benchmark applied in recent determinations. However, the
Authority niotes that RoE is not applied in isolation and must be assessed in the context of
sector-wide regulatory consistency and comparable risk profiles, In this regard, the
Authority observes that a PKR-based RoE of 14.47 % has been consistently allowed in
recent determinations of XWDISCOs as well as in the case of K-Electric, reflecting a

“uniform regulatory treatment of the distrlbution segment. Keeping in view the need to
maintain parity, avoid undue volatility in allowed returns, and promote continued

investment in the distrdbution sector in terms of Section 31(3) of the NEPRA Act, the
Authority has exercised its regulatory discretion to allow a PKR-based RoE of 14.47% for
the Petitioner.

Regarding, 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
beeri worked out as 12.64%i.e. 3 Months KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1.50% (150 basis points).

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

Cost of Equity;

Ke = 14.47%

The cost of debt is;

Kd = 12.64%

WACC={Kex(E/V)+Xdx ([D/V))

Where E/V and D/V are equity and debt ratios respectively taken as 30% and 70%;
WACC = ((14.47% x 30%) + (12.64% x 70%)) = 13.19% -

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

R

FardAssctaO | [ 208857 235395
Additon 31,738 23,670
. Fd Mst.‘u cia 238305 289,265
Doepreciation 62,904 81,343
Mol Fixéd Assols 152,44 BT822 |
. Copital WP CiB 1&1?5 12,578
Flwed Assofs [na, WiP 170858 | 180,300
“Lass: DoforreaCredis | pssa| e300
-Total 84,178 83,381
RAB 85,210
WACC 13.10%
RORE ' 11,248
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9.27.

9.28.

9.29,

9.30.

9.31.

9.32,
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'I‘he detail of or.her income is as under,

The total amount of RoRB as worked out above has been allocated in texms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the I'Y 2025-26 i.e. Rs.225 million, allocated to the Supply function,

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.

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, opher 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 ttuing 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.

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 adjustnent 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 dlsclosure of such income in its audited accounts, In'case of failure to disclose
such income separately, the entire interest income shall be ad]usted as part of other

mcome

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 as also requested by the Petitioner itself. In addition, the Authority
has also decided to adjust savings, if any, resulting from cheaper financing by the
Petitioner. If the Petitioner manages to negotiate a loan below 1.50% spread, the entire
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 Pet{tioner’s total actual cost of debt
remains lower than the cost allowed for the year, the entire savings would also be passed
onto the consumers annually, through PYA :

Other Income includes Profit on Bank Deposits; Amortization of Deferred Credit and
Income from Other Sources. Various components of Other Income have been assessed on
the basis of last fivesyears trend of respective component except Amortization of Deferred
Credit which has been calculated @ 3.5% of the accumulated balance of Consumer Finance

Assets, -

The Late Payment Surcharge {LPS) has been.excluded from the total Other Income as per
existing practice of NEPRA in its Tariff determination of MEPCO for FY 2024-25.
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Other income Break-Up {PKR Million)
Descripton 202526 202627 2027-28  2028-29 2025-30
Amortization 4,563 4,935 5.307 5684 6012
Profit on Bank Deposit 3,230 3,270 3,310 3,340 3370
Sale of Serap X 56 52 61 85
Miscellancous 425 472 524 582 (11
Mezer and Service Rent 79 a3 87 91 96
Reconnection feo 113 115 120 123 127
TV License Fee 67 70 73 7 81
Miscellancous Service Charges 201 212 22 233 245
Total Other Incomn B, 731 9213 9,701 10,192 10,642

Income from Non-Regulated Business:

9,33, The Petitioner regarding Other Income submitted that it intends to submit that the
income/revenue, if any, which is not part of its regulated activities shall neither be passed
through nor form the part of tariff, In case the Regulatory Asset Base is used simultaneously
for its regulated business as well as any other activity without impacting the consumer
services, the additional income shall be shared between MEPCQ and consumers in the ratio

of 50:50,

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

fees and miscellaneous income,

9.35, Since the other income would be trued up every year as per the mechanism provided in

' ' the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.8,731 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), for both of its Distribution and Supply functions:

9.36, 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 ¥Y 2025-26. Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only, and in
the event of non-submission of evidence of payment to CPPA (G), the entire amount of
Late Payment charge recovered from consumers shall be made part of other income and
deducted from revenue requirement in the subsequent year,

9.37. The total amount of Other Income as. worked out above has been allocated in terms of
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.5,675 million.

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

10. What m.l.l‘ be_adjustm indexatio ifferent com:
jevenue requirement du dumgjh_e_Mll?.EMﬁ_ﬂwr. s_s_cmhi_h yﬁg_gda_car_(&
Fagtor) and Z-Factor?
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10.1. The Petitioner proposed following Adjustment Mechanism for the MYT Control Period in
different Cost Components which is in line with the MYT Guidelines and Determination of
NEPRA in the case of MEPCO as well as other DISCOs operating under Multi-Year Tariff.
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10.2, The Petitioner has requested .adjustment of following DM components in line with
mechanism given in Annex, V, VI and VII of NEPRA Guidelines for Determination of

Consumer-End Tanff dated 16th January 2015;
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10.3. Under latest MYT Determination, the Tariff components i.e. Depreciation & RORB are
subject to annual adjustment / True-up downward only. MEPCO has proposed Up-word /
Down-word annual adjustment / True-up mechanism based on various scenarios whereby
the allowed investment to be gauged on the basis MYT control period.

10.4. MEPCO requested the ad]ustments for O&M cost after its b1ﬁ.u'cat10n into controllable and
uncontroliable costs. : T

10.5. The uncontrollable costs are requested to be trued-up at the end of every year and the
controllable ¢osts should be indexed every year (CPI -X + Z).

0&M = [Controllable cost, x {1+ (CPI-X)} + Uncontrollable costs + Z

Where, |
CPI = Consumer Price Index
X = Efficiency factor (Proposed as “0" for MYT Control Perfod)
Z = Costs relating to extraordinary events
jan or
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10.6. The Efficiency factor is applied to encourage DISCOs efficiency through different
technological and procedural interventions. However, where the Tariff covers for expenses
is already insufficient and DISCOs are struggling to meet their expenses to effectively run
their operations, application of X-Factor is counter productive.

10.7. MEPCO has Asset Base Rs. 235 (B) whereas significant part of Distribution asset is old and
in deteriorated condition specially grids and distribution transformers.

10.8. MEPCO out of its total 23¢No. Grid stations, has 7/ Grids more than 30-yeaxs old and 45
* Grids more than 20-years old. On the other hand, MEPCO has 113.769 No. Distribution
Transf'ormers which on an average reqm.re Rs. 0.9 (B) p.a. '

10.9. The other expenses mainly consttute outsource services which are already availed on the
bare minimum level. Therefore, applying efficiency factor on these expenses will prove
counter productwe.

! Factor for Force Majeure E

10.10.The Petitioner submitted that it has a wide business area with a spreading network and
prone to natural calamities like flocding, storms, poor law & order situation ete. Provision
for such extraordinary events proposed as a “Z” factor to be included in the O&M cost
indexation _formula. Costs incurred due to force majeure shall be recoverable during the
subsequent year subject to prior approval of NEPRA. Costs recoverable under insurance
coverage shall not be included in the tariff for the subsequent year.

10.11.The Authonty. while assessmg the O&M costs of the Petmoner for the FY 2025-26 has
taken into account the audited accounts of the Petitioner for the FY 2024-25 and the amount
requested by the Petitioner, subject to adjustment during the MYT control period, as per the
mechanism mentioned below, Therefore, risk / benefit of any future cost fluctuations, lies
with the Petitioner along with an opportunity for optimizing overall costs under these head.
The treatment is in line with the very sprit of multi- year tariff regune and in accordance
with Authority’s approved tariff methodology, :

10,12, Regarding a_djustmgnt of O&M costs with efficiency factor X, the Authority in line with its
earlier, decisions in the matter of MYTs,.has decided to keep the efficiency factor as 30% of
increase in NCPI for the relevant year of the MYT control period. The Authority has further
decided to implement the efficiency factor from the 34 year of the control period, in order
to provide-the Petitioner with an opportunity to iraprove its operational performance,
before sharing such gains with the consumers. The Q&M part of Distribution Margin shall
be.indexed with NCPI subject to edjustment for efficiency gains (X factor).

10.13.Regarding request of the Petitioner to allow 'Z" factor, the Authority observed that it has
allowed insurance cost to the Petitioner in-the reference O&M cost for the FY 2025-26
subject to future increases, and the same covers for any such extra ordinary events.
Therefore, the request of the Petitioner, to allow any such factor as a separate cost is not
]usuﬁed
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Indexation of O&M cost components
10.14. ~retir efits; Considering the fact that employzes 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 Salaries & Wages and benefits, would be
actualized, based on the audited accounts of the Petitioner for the relevant year for its
existing employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustment request or

tariff determination as the case may be.

10.15.

10.16.
10.17.

10.18.
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Adjusement Mechansm - Szlarles, Wages & Othec Beoefits

. |Revised Salarfes, Wages & Ocher Bencfhs Expontes = Rof, Sclaries, Woges & Ochor Benofitn x | 1+{GoP locrease or CPI)]

FY 2015-26, allowed Salaries, Wages & Othar Banefis may be comldeml a5 raference cost for future adjustiment,
Tohe Authority may consider to sllow Gof inereasa it the :.lmu 'the DISCOs remain in publie sector, atherwire CPI
indoxation may allowed If DISCOs get privatized.

The allowed amount l’ur FY 2025-26, may be uml{zcﬂ based on Audiud.ucnmt for FY 2025-26, considering the
same as unconteollable cost an pact of XWDISCOs,

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

ﬁmd would be allowed

The reference costs would be ad]usted every Year with Transport index of NCPI. The
Ad]usnnent mechanism would be as under;

Vehlcle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses (Ref) x {1 + (Transport index of NCPI)}

MSQ&MQMME'MQ gvery 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 3t year of the MYT control period. The Adjustment mechanism
would be as under;

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

Where . | .

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

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

A NCPI = Change in NCPI published by Pakistan Bureau of Statistics for the
~month of December for the respective year. For O&M expenses,
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other than vehicle running expenses, NCPI-General shall be used, wheveas

for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transpott of December 2024 for thepwrpose of
future adjustment/ indexation shall be 4.07% and - 0.18% respectively.

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

11.  RORB

11.1. 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 Mec.hauhm RoRE

RORIYRev) ’ =RORB(Rel) x R.A'B(Rev) { RAB(Ref)

The eowed RORB my be cunsiducd #5 reference cost for Future sdjustment,

in addition the allowed RORE l‘ur prcvious year will ba trued uj based one acrual investmens (m:dmurn tap to the extent of allowed

bwestuaneiearrled out ducing thag year, Fugther KTBOR Aucruarion on bl-annual basls alto subjece to odjustment., Furthor Spread of

1.50% §s allowed a5 maximum cap, In case DISCOs manage to obtain financing on spread less than 1.5% the sama skalt be adjusted as
pace of PYA.

112, In a‘éld.ition, the Petitioner is directed to disclose the amount of IDC capitalized during the
year and adjust its RAB for the year after excludmg therefrom the impact of IDC
capitalized during the year. .

11.3. 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
a]lowed (other than consumer financed investments), the same wotuld 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.

11.4. The Authority also understands that interest payment is an obhgatory cash flow liability
wnlike discretionary dividend payment and considering the fact that any default may
harnper the financial position of the Petitioner, hence the Authority has decided ro cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
ad]usted blamma]ly In addition, the Authority has also decided to adjust savings, if any,
result:mg from cheaper financing by the Peritioner. 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 thdn
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself. Slmﬂarly,
if the Peumoner 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 armua]ly, through PYA

12, _.gpxsm_mzl.mm

12.1. The reference Deprecxauon charges would be adjusted every Year as per the followmg

formula; q /tk_aﬂf
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DEP (Rev) = DEP (Ref) x E,&IQ {Rev)
GFAIO (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
GFAIO (Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

122. 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 (excludmg 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.

13. Inco

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

Adjustment Mechanlym - Other Incoma (OI)

» =0I{Allowed Previots year) + [OI{ellowed for pxwlnus yoar} =

ClRevt OI(Acml pmvious ycar}}

Tha a'l;n'wnd Othee Im:u,ma moy he :nmide.tcd o tefercncu cost for futu.rc ld]ustmont. . A
In nddk!onﬂ:e allowed Qther Tncan Iru:amc for pw&r will bc trued g based on mu.nl Other Inmmc du.rim that zut

132, The Authority durmg proceedings duecmd the Peucioner to provide it workmg capnal
calculation and has considered the submissions of the Petitioner and in order to access the
working capital requirement of the Petitioner, the Authority obtained details of number
of days available with the Petitioner to pay in terms of energy procured from National
Grid. Based on the information provided by CPPA-G and in line with the mechanism
adopted fox KE, the working capital requirement of the Petitioner for its Supply function
has been assessed as under. : _

Current Asser.s : A\, R
[Trade debx (days of Revenve Receivable) _| 2]  007] 37788
Total Current Assets AN 37,788
- Gurrent Liabxht:es - . -
|epp FromCPPA . , 41 0.11| 16978
AceP FromCPPA . Co34| 009 26953
" |Transmission BRAP C30 0.08 3,014
| Distribution N CqC 30 0,08 4,774
Tatal Liabilities 51,717
th S e T T TG T
Cost of deht locuf ey
‘Working Capital Cost "
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13.3. As reflected in the table above, The Pettioner's working capital xequirement for the
Supply function has been assessed as negative Rs.13,929 million and cost working capital
requirement works-out as negative Rs,1,671 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)

_ Revised cost of working capital = Working capitl requirement as per given formulax 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, subject to downward
adjustment at the end of each financial year.
Actualization of Previous year based on allowed revenue as PYA
+ Current Assets
-~ - Lower of 25 days recejvables 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
contractual agreement, if any.
.-~ Actualization of the aforementioned heads shall be based on allowed costs after
© accounting for the impacts of allowed adjustments,

o  All heads based on allowed days to be actinalized after incorporating the impact of allowed
adjustments, if any. While actuahzmg these heads impact of‘ working capital cost be
excluded.

- Amount retained by the Petitioner on account of Net metering settlement

- Any other amount retained by the Petitioner

13.4. 3 Month KIBOR + 1% Spread as maximum cap subject to downward adjustment, For the

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

13.5: The Authority further notes that that since the amnount of receipts against deposit workshas
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 ad]usted as part of other

income,
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14. Whether the requested PYA is justified?

14.1. The Petitioner submitted following for PYA in its Tariff petition;

v" Rule-53 of NEPRA Tariff Guidelines 2015 provides that under-recovery or over-recovery of
' the cost-of-serviee incurred during the previous year(s) shall be accounted for going forward
during the current year under the head of prior period adjustment.

V" The Prior Years Adjustment (PYA) on account of under/over recovery of past costs is
- summarized below:

Prlor Year Adjustment {PYA) { PKR Milljon)
Sr, No, Description FY 2025-26|FY 2026-27|

1. -|Sales Mix Varlanco Y 2022-23 4,898

2 |UnderfOver Recovery of Quarterly Adjustments 6,826

' 3 - |Urder/Over Recovery of DM 7.167

4 |Truc-up FY 2023-24 -8,022

5 |Turnaver Tax FY 2023-24 5,587

6 JTurnover Tax FY 2024-25 3,260 3.260
7 |Turnover Tax {Payment made under ADRC Order} 4,041 5,388
8 « |PRB Liability - 19,283

9 |Quarterly Adjustments UMPL Incremental Urlll:s 2021-22 821
10 [Quarteriy Adjustments Incremental Units . . 2,166
11 _|Finanelng of Delayed PPP Quarterly Adjustment 6,936
12 |Differentinl Amount of WHT/Advance Tax 2,150
13 - JGENCO Pension Liability , 4,340
. Total ' - 59,453 B,648

Sale Mix Variance:

v" The Sales Mix Variance amountmg to Rs. 4,868 (M) for TY 2022-23 was requested vide
Annual Indexation of tariff for FY 2024-25. However, the same was not allowed by the
Authority with the remarks to provide the reconciled data of sales mix with its reported
revenue as per Audited Financial Statements for' the respective year. The requisite
reconciliation has been submitted to the Authority, hence the sale mix variance of Rs, 4,898
(M) for FY 2022-23 is being claimed as part of PYA,

Under Recovery of Quarterly Adjustments (QTA): -
¥ The summary of under recovery against various quarterly tariff adjustments allowed by
NEPRA is given below:
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Under Recavery of QTA (Rs. In Milign)
Descelption Amount| Descripton Amaunt|

Qer FY 2022-23 2nd Qir FY 2023-24
Allowed Amoure 25,330 Allowed Aenouns 15,233
Qir. Ra/kWh 3.9856]Chr. Re/XWh 2.7063
Recovered 23,911 | Recavered 12,853
Uedar/(Oves) Recovery 1.419|Undec/{Over} Recovery 2,380/
e Qrr FY 2023-24 3rd Qpr FY 2023-24
|Alowed Awount -538] Allowed Amoure H
Qtr. Re/kWh -0.7102Esr, RekWh 0.4639,
Rucovezed -2.013f Recovered 2,512
Undor/{Qver) Recovery 1,475} Under/{Qver) Recovery 525]
11 Gy FY 2023-24 .

© |ATlawed Amaunt 2967

[Gte, Rs/KWD 1.8146
Recovered 7.240
Under/{Over) Recovery 727)
L Grand Tacal K 6.8!6[

‘e

v’ 'The Authority is requested to allow the under recovery of Rs, 6,826 (M) on account of
aforementioned QTAs, )

Under Recovery of Distribution Margin (DM) for FY 2023-24:

v The Authority allowed DM of Rs. 46,391 (M) for FY 202324, against which actual amount
recovered Rs. 39,224 (M) which resulted in under recovery of Rs. 7,167 (M) as tabulated

below:

. Perlod

Description 01Jul2023t0 11 | 12[ul202310 | Amount

Jul 2023 30 Jun 2024
DM Allswed in Detexmination 2023-24 46,391
DM Racovered
Unhts Sold (KWh) 761 16,143 16,904
1SP-2 Incremental Units (kWh) ~24 =284 =308
Net Metering (adjusted) Units kWh -3 -B2 -85
Nat Unit Sald (kWh) 734 15,777 16,511
DM Raie Rs/kWh ’ * 185 239 1.85 &2.39
PM Recovered 1,358 37,855 39,224
Under Recovered DM | 7,167

v The Authority is requested to allow the under recovered DM of Rs. 7,167 (M) as PYA.

True-Up FY 2023-24; :
4 In line with MYT adjustment mechanism, True-Up of Depreciation, RoRB and Other
Income for IFY 2023-24 is elaborated hereundar:
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LMY'I‘ True-Up for FY 2023-24 (Rs.
Depreciation Amount.
Allowed 6.208
Actual 6,610
Under/{Ovet) Recovery 402
RoRE (Investment + XIBOR}
Allowed 13,808
Aceual 15,853
Under/{Qver) Recovery 2,045
Other Income
Allowed =7,108]
Actual -17,577|
. {Under/({Over) Recovary ~10,469]
Total -8,0221

The Authority is requested to consider and allow the true-up amounting to Rs, (8,022) (M)
as PYA, '

Tumover Tax for FY 2023-24 .
In line with Authority existing practice, the amount of Minimum Turnover Tax paid by
MEPCO for FY 2023-24 is tabulated below:

Turngvee Tax FY 2024-25 : (R, In Millian}
Dereription Amount IRemarks
lst QTR 2023-24 = | .. 440, |CPR No, IT2023092701013231660
. CPR No. 1202312290101 1694786 & CPR No.

2nd QTR 2025-24 N9 lira0a1230101171760
|3rd QTR 202324 1.000_|CPR No. IT20230901011958850

4th QTR 2023-24 2412 ICPR to. 1T20240628010119828802

Paymem with Tax Retwrn 2024) 587 {CPR No. 1T2024123101011857636

© Total ' 5.567 :

The Authority is requested to consider and allow Rs. 5,587 (M) peid on account of Minimum
Turnover Tax for FY 2023-24 as PYA.

Turnover Tax for FY 2024-25; .
Payment of Turnover Tax for first two quarters of FY 2024-25 has been made to FBR as
detalled below

Turnover Tax FY 2024.25 {In Million)
Description Amount ) Remarks
. CPR No. 1T2024092401011704844 & CPR No.
lst QTR 2024-25 A7) 02409240101 1705361
" . - - .- |CPR No. IT2024122601011715469 & CPR No.
2nd QIR 2024-25 L3y o n41226010117 15468
Total 3,260]

The Authority is requested to'consider Rs. 3,260 (M) paid on account of Turnover Tax for
first two quarters of FY 2024-25 and allow the same during FY 2025-26 as PYA. The
tentative amount of Turnover Tax due for tlurd and fourth quarters of FY 2024-25 is

narrated as under:
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Turnover Tax FY 2024-25 (Rs, In Million)
Description Amount Remarks
3rd QTR 2024-25 2,120 Pue in March 2025
4th QTR 2024-25 1,140 Dua in Junie 2025
‘Total: 3,260

v The Authorlty is requested to consider and allow the same during FY 2026-27 as PYA,

Turnover Tax TY 2018-2022 (Payment made Under ADRC Order):

¥ Itis apprised that pursunance to Federal Govt. Tax Laws (Amendment) Act 2024, whereby it
~ is mandatory for the SOEs (Including MEPCO) to approach FBR for appointment of
Aliernate Dispute Resolution Committee (ADRC), if aggrieved by any oxders of FBR, and
the SOEs to withdraw all pending litigation and cases immediately. Accordingly, MEPCO
approachied FBR for appointment of ADRC for resolution of Turnover Tax Cases for the
period FY 2017-18 to Y 2021-22 involving alleged obligation of Rs. 28,887 (M). FBR
appointed ADRC which after due proceedings and accepting stance of MEPCO, resolved the
subject issue of Minimum / Turnover Tax whereby MEPCO was required to deposit Rs, 9,430
(M) in quarterly installments completing the payment up till June 2026.

Turnover Tax TY 2018-2022 {ADRC Order} (Re, In Million)
. Description Amount Remarks
CPR No TT2024123101011851800 & CPR
ADRC Payment Ist Installment (Ded 2,000 No. IT2024123101011852235
ADRC Payment Znd Installment 34| Due in Mar-2025 . '
ADRC Payment 3rd Installment 1,347| Due in Jun-2035
. Total: 4,041

v The Authority is requested to allow Rs. 4,041 (M) on account of Tumover Tax duxing FY
2025- 26 as PYA.

v Further apprised that quarterly installment due in four quarters of FY 2025-26 as per ADRC
decision, have been claimed as PYA as summarized below:

Tarsover Tax TY 2018-2022 (ADRG Ordor) _(Rs, In Million)

. Doscription Amount]| Remarks
‘;;;?c;éf syment (Due In FY) g 355! Dus on Sept-2025, Dec-2025, Mar-2026 & Jun 2026
' Tarak 5,338|

v ‘The Authority is requested to allow Rs. 5,383 (M) on account of Turnover Tax during FY
2026-27 as PYA.

Post-Retirement Benefits (PRB) Less Determined:

v Inline with the decision of Authority to allow the Provision for PRB on the basis of Audited
I'mancml Statements as well as to consider the amount of PRB Liability routed through
Other Comprehensive Income (OCI) in future (Reference Para 5.41 of MEPCO Annual
Indexation for. FY 2024-25 under MYT), the difference of provision for PRB as per Audited
Account for FY 2023-24 & provision allowed by the Authority and PRB Liability routed

through OCI for FY 2023-24 is tabulated below:
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PRB Liability Less Detarmined
{Rs. In Milliom)
Description Amount
PRI Liability Routed through OCI for FY 2023-24 14,753
PRI} Provision for FY 2023-24 Less Albwed 4,530
' Total 19,283

v The Authority is requested to consider and allow to Rs. 19,283 (M) on account of PRB
Liability less allowed for FY 2023-24 as PYA.

. Quarterly Adjustments UMPL Incremental Units for FY 2021-22:

v The Ministry of Energy (GOP) notified Winter Package vide S.R.0. No 1418 dated
05.11.2021 (Copy attached), The Package was applicable from 1st November 2021 to 28th
February 2022 whereby rate Rs, 12.96/Kwh was charged to various consumer categories on
incremental consumption, As per Clause-vii of the SRO, no quarterly adjustment was
applicable on incremental consumption. The impact of non-applicability of quarterly
adjustment on incremental units was not allowed to MEPCO in relevant PPP Quarterly
Adjustments (QTAs). Accordingly, MEPCO has calculated the impact of under-recovered
amount of Rs. 821 million (Avnex-vi) which may please be allowed as PYA,

Q;artézly Adjustments Incremental Units: . .

¥ The Clause-48(7) of the NEPRA Guideline for Determination of Consumer-End Tariff
(Methodology and Process)-2015, “Sinte PPP as d whole is a pass through item, hence would
be subject to some periodic adjustments”, Accordingly, Quarterly/Bi-Annual Adjustments
and Monthly Fuel Price Adjustment are allowed to.the DISCOs, '

v For the period from Ist Quarter of FY, 2021-22 to 2nd Quarter of FY 2023-24, MEPCO has
caleulated the impact of less allowed Quarterly Adjustment (QTA)} claims. The working is
based on the revised amount of quarterly adjustments after taking into account the impact
of actual PPP invoiced. to MEPCO along with the impact of incremental units (where
applicable) as per devised format. The impact of less allowed adjustments comes to Rs. 2,166
million (Annex—vu) attached) which is requested to be allowed as PYA,

E'Lnandng of Delayed PPP Quarterly Adjustments:

v In terms of Section 31(7) of Regulations for Generation, Transmission and Dmmbutxon of
Electric-Power (Amended) Act-2021, the Authority may on quarterly basis and not later
than a period of fifteen days, make quarterly adjustment in the approved tariff, on account
of capacity and transmission charges, impact of transmission and distribution losses,

¥ Further apprised that by virtue of delay in detérmination of PPP quarterly adjustments,
MERCO has always faced liquidity issues regarding payment of Power Purchase Price and
other financial obligations which required the arrangement of additional working capital to
discharge the finuncial liabilities. In this context, MEPCO has .worked out the. impact 'of
financing for required additional working capital of Rs. 6,936 million against delayed period
of determination on prevailing KIBOR of respectwe petiod. The same is requested to be
aﬂowed as PYA to bndge the financing gap.

Dlﬁ'erenﬁalAmount ofWithholding/AdvanceTax. Lo . q .
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v The-Authority allowed the amount of Minimum/Turnover Tax on the basis of CPRs
provided by MEPCO. In this context, it is highlighted that payment of Minimum/Tumover
Tax is made to FBR after adjustment of Withholding/Advance Tax from gross amount of
Minimur Turnover Tax and CPRs are prepared for reduced amount paid to FBR. Whereas,
while calculating Revenue Requirement, the Authority considers and reduce the gross
amount of Other Income including profit on bank deposits. Hence the differential amount
on account of Withholding/Advance Tax amounting to Rs, 2,150 Million (Annex-ix) may
please be considered and allowed as PYA.

_ GENCO Pensioners Liability:
v" ECC of the cabinet approved adjustment of Pensioners of GENCOs Power Plants under
closure with following stipulations:

“It is proposed that 2,368 Pensioners of GENCOs may be adjusted in their pension
disbursing DISCOs or WAFDA. Similerly, 1,753 employees of these plants would be
adjusted in DISCOs. Pensions of these employees will be paid by the relevant DISCOs on
their retirement according to rules of the relevant DISCOs. In turn the respective DISCOs
and WAPDA would clim adjustment of the same from NEPRA in their tarifls.”

v In pursuance of above, 563 pensioners (out of 2,368 Pensioners) have been adjusted in
MEPCO however due to more than one surviving widows against one PPO number, the
total number increases to 571 pensioners, This adjustment of GENCOs Pensioners in
MEPCO is subject to Determination of NEPRA to allow this cost or otherwise.

v As per Actuarial Report prepared by Nauman Associates Consulting Actuaries, opening
actuarial liability of these Pensioners has been assessed as Rs, 4,340 Million (Actuarial Report
is attached as, The opening Actuarial liability of GENCO Pensioners amounting to Rs. 4,340
Million was requested by MEPCO in its Annual Indexation/Adjustment for FY 2023-24 &
FY 2024-25, however the Authority not allowed the additional amount with the remarks
that the petitioner has been allowed provision for PRB as per latest available Financial
Statements which the Autherity understand includes all employees as well as active
pensioners, Authority is requested to re-consider the opening liability of GENCO Pensioners
and allow Rs 4,340 Million as PYA.

Bifurcation of PYA: h
v"  The Bifurcation of PYA is as unden;

Hurcatlon of PYA
5. Na.| . Deseription

1| Sades Mz Varianes FY 2028
~ 2| UnderOver Reta al Quarily Adjustmen
3|thnder Over Recovery of DM

! p FY 2023-24
Twmover Tax FY 2003-24
S5 Tarnover Tax FY 2004-25
7 Turnover Tax mes made undee ADRC Chder)
BPRE L , :
HOuarvedy Adjustmens UMPL ooremental Unie 2021-22

10{Cruarterky Adiunmetus Dncremental U

11| Financies of Deltyed PPP Qrarterly Adj
H Differendal of WHT/Advange Tax
. 13ICERCO Peralonurs [hbiku

Total _
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Indexation/True-Up for FY 2024-25

v Audited Accounts of MEPCO for FY 2024-25 have been finalized and approved by the AGM
on 27.10.2025, Based on Audited Accounts as well as in accordence with Tariff
Methodology, MEPCO requests the Authority to consider and allow the Indexation/True-
Up, as tabulated below, in its instant decision of MEPCO MYT. :

; Nomenclatuzre Rs. In Milllon
True Ups FY 2024-25 2459
DM Under/Over Recoveries FY 2024-25 6,851
QTR Adjusiments {858)
" Sales Mix Varlance 30,279
Qpening PRE Liabitity of GENCO Emgloyees 3,211
Un-Regutatad incoma 14,997
PRB Llability {OCH) 26,395
Write Qf Bad Debls - . 4,450
. Tolal 7,784
PYABequestedI&_,mmz_
" A T FY 202536
86 m! Deserption Requested lgmﬁn E:l;f
Salox Mix Vorl 02223 - 4,808 4,808
2 Undge! Cuant n: [
3 _UndgyDver Recaery of OM 1487 338
A [Tusrup FY 204324 J8.022] js1e |
5 Murnover Tax FY 202324 509 588 |
5_ Murnevar Tox _FY 2024.25 .uggg g_:?____
Tumaver Yax (Pavmaent madsynder ADRC Otdie) 4,043 404
8 PAE gg”nmy - 10,283 .
. -Ouag_gﬂzﬂﬂus[manls Ummlgmnglnmnlts 202122 1 .
djusimenis Ine L1880 -
Flnanelng ol Qelayed FPP Quarierly ﬁg. 5978 -
12 _Dilfosanikl ol WHTIAdvanes Tag 2150 - .
13 CO Ponslonts Linbill 4340 -
4_ ECAImpact -Admislsdas FYA - - s 231
15 _ Fyavious E\’Agiﬂogen_gg - gg;
6_ PYAFY 2023.24 Undar Bacavijed .
r Al e Tosal [TXE) 20,961

Lot LS Datephencindid T 7

AR

|
athay FY 2032.23

o Ansount
I, Refivwh -
scovered
Ungarf{Ovor] Recovary
1s¢ Gtr FY 202329 -
iolvid AntQunt {538]
e w::’w: . ||n.r;:1:1
Pritwtt I!. l
m'r—ﬂm!ﬂllugww 1475
2nd QirFY 202324 _—
e 2706
r.Rs/kWh
coveied 12,853
Under/{OvarjRacovery | 2380
3rd Gl FY 2023-24 ;
lovied Antdunt 3337
r. Refkvh LG
ecoveeed 2512
Linderf{Gver] Recovery 315
4th Qi Y 202324
rhed Artounl 7,967
r. RkiWh 1A145
covpred 7240
UndarfIOvor)Recovery 137
[atal Und’nﬁmr}ﬂugunr ] 5320 ]
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Description

Porlod

0% Jul 2023 to 11 Jul
2023

12 luly 2023 to 30 Jun
2024

Total

DM Allowed ln Determination2023-28

46,391

M Recavered
|um:s Sold {kWh)

761

16,143

16,304

[15P-2 Incremental Units (KWhj

(24)

{284)

{308)

et Metering (adjusted) Units kWh

31

{82)

(85)

et Unlt Sold (kWh}

734

15777

16,511

. [OM Rate Rs/kwh

1.85

240

1,85 & 2,40

DM Recovered

1,358

37,865

39,224

Underf{Over) Recovered

7,167

' R --':.)-'f'-rf'Q‘E’.-"!'--a'\’:-,ﬁﬁ!ﬁﬁﬁeib@iﬁkﬁ.‘-"{i;'

Depreciation

Allowed
Actual

Undérﬂo\mr} Racovery

RoRA {lovestment + KIBOR)

Ialtowed . .
Actual

13,808
15,853

Under/{Over] Recovery

2,048

Other Income

Iallowed

Actuzl

{7,308)
12,571

Under/[Over) Recavery’

Yumover Tax FY 103124
Amount  {in
Destription Witon) Romirks
1st QTR 202324 40 CPR No. [T20230021010122M880
R No. 112023122001011894788 8 CPR No

R QTR 2023:24 1148 rgenan1011717604
b GTR 202324 1000  [CPR No.TT20230001015068400

1h QTR 202324 2412 [CPA No.T2024042001014289602
Bypmen with Rebun 2024 887 KPR No. fT2024123101011857638
) Total: " sser
1 — N
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Jurnover Tax FY 1026-35
Deseriplon AT-\?ITIMH Romurs
R No. IT2024032401011 704844 & CER No,
18t QTR 202428 2ur 24032401641705381
CER Mo, TZ0241226010 11715480 & CFA No.
Pad QTR 202424 L {anrn1228910117 15408
Talal: 3360
Turtoyer F¥ 232
Daseslption "T‘?,‘I']':‘%r" Remasks
tdOTR 202425 2,120 Dt
| UnQTR 202425 1,140 Due
Totak 3,260
Financial Year Quocter Ravised Amount Amount Allowed Lessf (Edgoss)
2nd 7,64 7,004 S67
Y 200122
“3cd 2,424 2,170 254
TOTAL 10,068 9,244 a1
o der 1A S 'I'I-";I-. '_--'-'-,_"l‘-.v.." B .."...-..' '.'-.:_- LT
Quarterly Adjustments Inéremental Units.:. .

. ) Rs. In Milien
" L _lr
Financial Yesr Quarter Revised Amount” | Amountaliowed | Less/ (Excess)

1= sl © ey 352
201122
dth 19,530 19,530 .
1 10,657 10,604 53
\ 2nd 2,393 2,354 » ]
202023
3d 10,120 10172 {53)
ath 22,240 25,230 . 1810
. m 7). {538) (169}
202324
nd 15,287 15,233 54
TR R Coamens | 8,448 TS
by . A\ N\ ot P A
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142, The Authority has analyzed the PYA workings submitted by the Petitioner and also
obtalned additional info¥mation, including 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 has assessed the PYA of the Petitioner
under various heads as under;

Rs, Mln
Description| {MEPCO
-~ |aTr 3,895
DM 11,040
PYA 2,209
Sales Mix 4,898
True Ups -
2023-24 . {9,535)
2024-25 . {3,419)
Other Head 10,650
Total 19,739

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

15,

15.1. The petitioner during-the hearing supported recovery of network Distribution costs
associated with- energy- exported by net-metering consumers. Exported .units suffer
technical losses on the way to the receiving consumer. These losses are borne by MEPCO
but not currently compensated under net-metering settlement,

15.2. The proposed recévery of distribution component is as:

ﬁisuﬁbution Loss levy = Exported kWh x Distribution loss component (percentage) x
Energy Purchase Price (per kWh)

153, The Authority noted that vide decision datéd 23.06.2025, all DISCOs have béen directed
' to undertake a comprehensive study as outlined below, to thoroughly examine the impact
of ToU tanff trimings . and Dlstnbuted Solar i integration on utilities operations.

*  Comprehensive study on the impact of existing time-of-use (TolU).tariff timings and
. proposed measures for aljgning demand with evolving load patterns. .

= ' Comprehensive sssessment of the fnancisl and technical impacts of distributed sa!ar
photovoltaic (PV) intégration on distribution utility aperations and infrastructure

154, 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. ,

155, Hereitis also pertment to highlight that the Authority, elicited public opinion on the
NEPRA (Prosumer) Regulations, whereby, changes in both the methodology and rate for
the units being exported by a Distributed Generator (DG), are being proposed. q.

, T I Bl
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15.6. The Authority therefore considers it appropriate to review the quantum of fixed charges
to be levied on Net Metering Consumers, once the aforementioned studies are completed;
and upon notification of the NEPRA (Prosumer) Regulations; including finalization of the
methaodology and rate for units exported by such consumers Therefore, for the purpose of
instant determination, the Authority has decided not to make any changes in this regard.

16.  Whether the xecovery target and provision for bad ebt =as_provided
in petition is fustified?

16,1, The petidoner submitted that it achieved 100% recovery targets during FY 2024-25.
+ However, 100% recovery against current billing is not realized within the same financial
year. Typically, around 12%-13% of the billed amount remains outstanding and is
recovered in subsequent months. However, Recovery Target @100% for each year under
MYT Control Period have been provided. In this cyclic process, approximately Rs, 900
million becomes irrecoverable each year despite disconnection actions and other legal
proceedings initiated for the recovery of arrears. Additional recovery efforts were also
undertaken through DISCO Support Unit (DSU) to minimize arrears and improve overall
collection performance,

162, ‘While undertaking all efforts to recovery the arrears, around Rs. 800-900 million is
classified as unrécoverable, every year. In the view of above, an amount of Rs. 4,450
rm].hon is provisioned as bad debt for F¥2026 to FY 2030,

16.3. The following criteria is fulfilled before writing off bad debts:
Criteria for wzittemoﬁ-‘ of bed debt: -
v" Age of arrears is more than 03 years.
v There is no error / mistake in billing nor any civil sult as per avaﬂable record,
v The premises has no running connection,
v Sequrity depos'it against defaulting connection adjusted.
v" There is no other connection in the name of defaulter -

164, The Petitioner subsequently vide letter dated 19.11.2025, referred to Section 5.3.2 of the
NT Policy 2021 by stating that NE Policy provides that timely recovery of bad debts that
is prudent shall be allowed by the.Regulator with the incorporation of facilitative
provisions in the Regulatory frame work as per industry practices and procedures, MEPCO
further provided the following abstract of its recovery loss during the preceding years;

FY Annual | Disconnacted Arrears % Shara
. Billing y(Addad during the yaar)

2017-18 | 176,024 1494 | 0.85%
2018-19 | 209,568 676 0.32%
2018-20 | 239,410 580} 0.24%
2020-21 | 272,576 766 | 0.28%

« 2021-22 | 364,079 ) 415 | D.11%
2022-23 | 485,965 1474 | 0.30%
2023-24 | 676,689 7875 | 116%
2024-25 | 627,754 - 5470 | 0.87%

16.5. The Petitioner submitted that based on these stansncs, historically recovery loss/ bad debts
a]lowa.nce @0. 62% is confronted accordingly the Authonty is requested to allow recovery

45[Page




Y . Determination of the Authority in the matter of MYT Petition
ilf\gm} oF MEPCO for Supply TarifFunder the MYT Regime

loss/ bad debt allowance for billing amount of each year of the current MYT control period
i.e, FY 2025-26 to 2029-30 to ensure sufficient liquidity for MEPCO as well as to align the
collection targets with the existing market realities, The Petitioner further stated that this
request of allowing recovery loss/ bad debt allowance is in addition to the already
requested amount of Rs.4,450 million on account of write-off bad debts.

'16.6. The Authority noted that, historically, XWDISCOs have not been allowed any recovery
loss, and tariff determinations have been based on the assumptions of 100% recovery.
While write offs were allowed to certain XWDISCOs on provisional basis, subject to
fulfillment of the prescribed critexia, but no XWDISCO was ultimately able to meet. the
“said criteria and write-off any amount. Consequently, the provisionally allowed amounts

of write-offs were adjusted back.

16.7. The Authority further notes that, although recovery loss was initially allowed to K-
Electric, the matter was revisited pursuant to Motions for Leave for Review filed by various
stakeholders including the Ministry of Energy (MoE) itself, and the CPPA-G, Upon
reconsideration, 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

prescnbed criteria.

16,8, Yor ready reference the grounds taken by the MoE, being r.h,e owner of XWDISCOs, and
the CPPA-G in their MLRs in the matter of KE's MYT FY 2024-30 are reproduced below;

v Allowing of a recovery loss trajectory, effectively transfers the finaricial burden of
DISCO inefficiencies onto paying consumers, thereby penalizing compliant custémers
while subsidizing non-payment. The MoE (PD) also submitted that this approach is
inconsistent with the principle of prudent cost Tecovery enshrmed in Section 31 of the
NEPRA Act and the Tariff Rules. :

v Clause 5.3.2 of the NE Policy envisages that ‘nmely recovery of bad debt that is
prudent shall be allowed by the Regulator with the incorporation of facilitative
provisions in the regulatory framework as per industry practices and procedures.” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debt write-offs applicable across the sector. Clause
6.1.3 of the NE Policy reinforces that the NE Plan shall serve as the implementation

tool for achieving policy goals.

v Consequent]y. the Authority is lega]ly obligated under Sections 7(2)(ia), 14A(5);'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
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
recommendmg tariff that: (a) the interests of the consumers and the companies
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engaged in providing electric power services is duly protected in accordance with the
principles of transparency and impartiality; and (b) it shall be guided by the NE Pohcy,
the NE Plan and the puidelines of the Federal Government.

¥ Recovery shortfall (if any) be met by way of application of principles of write-off,

' subject to fulfilment of specified criteria for such write-off of bad debts, in 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,

169. " The Authority while deciding the MLR of the MoE and CPPA-G in the matter of KE's
" MYT, also construed that since the MoE (PD) is actively pursuing privatization of other
XWDISCOs, 5o 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, meaning thereby that similar
treatment will be offered to other DISCOs, .

16,10, 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
consumers 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 100% recovery target. MEPCO, however, will be allowed to
claim write-offs, after fulfillment of the given criteria, as per the following limits, to be
considered as maximum cap for the relevant year;

FY 2025-26 FY 2026-27| FY 2027-28|.FY 2028-29 FY 2029-30
1.00%| - 1.00% 1.00% 1.00%] -~ . 1.00%

16.11. The aforementioned ¢ap Is calculated based on request of the Petitioner that around 800
to 900 million remain un-recoverable annually, which works out as 0,15% of the allowed
revenue requirement CY 2026, The same is allowed to the Petitioner as a maximum cap
subject to fulfillment of write off criteria.

ter] | ' iming & write-o
a. Actual write-offs, if any, against private consumers only, pertaining to billing made
during the current MYT period i.e. FY 2026-30, after fulfillment of the following

criteria subject to maximum cap as provided above, The claim shall be verified by third
party/audnor, based on the following criteria;

i The claim shall be applicable for the default amount of a pemanently disconnected
consumer that may not be recovered through all efforts poss1ble.

. The age of such non-recovery is over three (3) years.’

ii. The amount of write off shall be claiméd against connections given as per CSM and
otherapplicable documents, duly supported by CNICs.

v,  Write-bffs agdinst receivables of any Government entity / PSC shall not be allowed.

v. Petioner's BOD shall develop a write-off policy, i accordance with the
"aforementioned 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.
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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 policy. The terms of references (TORs) for third
party / auditor verification of write-offs shall be prepared by Petitioner and shall be
approved by the Authority. The Authority, may while granting approval alter,
modify or add to the TORs, in its sole discretion.

vii. Any write-off approved by the Petioner’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. .- :

The Petitioner during the hearing submitted that the corresponding amount of the fixed
cost component charged by CPPA may be apportioned across all consumer categories. For
example, an industrial consumer, on one side pays fixed charges and on the other hand
they also pay fixed portion included in-the unit cost, resultantly pay more fixed charges.
Apportioned fixed charges across all wariff categories will reduce the variable component
of the tariff and distribute the burden of fixed charges among all consumers.

'I‘he Authority noted that earlier fixed charges were being, levied at around Rs.400-
SOOJ‘RW/month based on h.lgher of 50% of sanctioned load or actual MDI for the month.
The rate was subsequently enhanced to Rs.2,000/kW/month vide decisions dated
14.06.2024, however, the Federal Government vide its Motion for uniform tariff dated
03.07.2024, requested to revised the same downward as Rs.1,250/kW/month based on
higher of 25% of the sanctioned load or actual MDI for the month, The Authority vide
decision dated 11.07.2024, in the matter of uniform tariff Motion, considering the
concerns raised by stakeholders, and prevailing economic challenges decided to restrict
fixed charges at Rs.1,250/kW/month.

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

Here it is also to be highlighted that the Authority has recently initlated the process of
notifying the NEPRA. (Prosumer)Regulations, whereby, changes in both the methodology
and rate for the exported units are being proposed. These amendments, 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 has decided to maintain the existing rate of fixed
charges for the consumers who are currently being charged fixed charges at Rs./kW/month
along-with the applicability mechanism,
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185. Similarly, for consumers, who are cwrently being charged, fixed charges as
Rs./Consumer/Month, the Authority has also decided to maintain the existing practice.

19.1. The Petitioner submitted that as per Clause 27 of Part 6 (Schedule of Tanﬁ) of NEPRA
Guidelines for determination of Consumer End Tariff (Methodology and Process}, 2015:

“An annual or multi-year tarif¥ shall be based on a cost-of-service study”

19,2, ‘The submissions of all DISCOs regarding the applicability of a cost-of-service (CoS) based
lariff structure have been analyzed. Multiple DISCOs like HESCO, GEPCO, QESCO,
HAZECO, and PESCO explicitly referred to the NE Plan SD-82, 83 and 84, which call for
cransidoning toward CoS-based tariffs to promote transparency, financial sustamabﬂ.lty,
and equitable allocation of costs among consumer categories. DISCOs in general have
supported CoS based tariff design, which would enhance transparency, and equitable cost
allocation among consumers in terms of actual costs they impose on the system.

19.3. The Authority noted that NE Plan provides that tariffs for the residential consumers shall
i 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 consurners (below cost recovery) shall be cross subsidized by:
i, industrial & commercial consumers, pursuant to the Strategic Directive 084;
ii, other residential consumers (above cost recovery)

194. SD 84 states that Cross-submdy by the producnve consumers, to subsidize resu:lermal and
agnculmral consumers, shall be progressively restricted to 20% of the respective cost of
service of such consumers by FY-2026. :

19.5. 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
comniercial and other residential consumers (above cost of service),

20.  Whether therg will be any claw back mechanism or not?

20.1. The Authority notes that submissions were received from DISCOs on the eub]'ect, however,
the Authority observes that the issue raised stands substantially addressed within the
existing regulatory framework.

20.2. The Authonty is of the view that appropriate sharing mechanism for any savings by the
utility have already been provided under each hiead separately e.g. O&M costs, T&D losses,
cost of debt etc. therefore, no separate claw-back mechanism is required. However, in the
event any additional return by the Petitioner, which is not otherwise addressed under the
approved mechanism, the same would be shared between DISCO and consuiners equally.
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21, Upfront Indexation/adjustment for the period July 2026 to December 2026

21.1. The Ministry of Energy (MoE) vide letter dated 18,08,2025, submitted that NEFRA
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 Act), read with Rule 17 of the Rules, 1998. The uniform rebased
tariff, once determined, is notified by the Federal Government under Section 31(7) of the
Act, The latest rebasing was notified on July 1, 2025, In accordance with the NEPRA (Tariff
Standards and Procedure) Rules, 1998 read with Part 5 of the NEPRA Determination of
Consumer-end Tariff (Methodology & Process) Gutde].mes, 2015, the Distribution
Companies (DISCOs) are requ.tred to initiate the tariff determmanon process by submitting
thefr minimum filing requirements by January 31% of each year, The submission is
followed ‘by- Authority's internal meetings, public hearing; tariff determinatfon 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 mth effect
from 1= July.

21.2. The Ministry further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjusunents (FCAs) as well as the annual tariff rebasing, simultaneously
ii the summer months. This increase in tariff coupled with higher consumption leads to
significant hike if the consumer electricity bills of summer months.which in turn results
it unaffordability, public dissatisfaction and nationwide protests in the country. The issue
can be strezmlined if the timing of annual rebasing is shifted from suminer to winter
months where the electricity consumption is lower and any tariff increase can be absorbed
in consumer bills. This would result in relatively stable and sustainable electricity prices
throughout the year, The National Electricity Plan Strategic Directive 8 also stlpulzites that
the Regulator shall also revisit the "Guidelines for Determination of Consutner End’ Tariff
(Methodology and Process), 2015" to ensble alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

21.3. TheMoE submltted that the Cabinet has approved that pohcy guidelines may be issued to
NEPRA to 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 I« January, each year, after completion of all regulatory proceedings, In this regard,
it is Inghhghted that NEPRA has already determined Power Pl.u'chase Price (PPP)
references up to June 2026, Pro;ectlons ‘for the remammg six months will be sharecl

subsequently

214, In light of above and in exercise of powers u.nder Section, 31 of the ‘Act, the Federal
Government hereby issues the following policy guidelines for implementation by NEPRA;

W!‘PRA shall revise the annual tariff decermination process timelines By amending the

. relevant legsl and regulatory framework (guidelines; rules and procedines) to ensure that
annual rebasing is notified with effect fom fanusuy I of ead: year, after camp!eaozz ofall
regulatory proceedings.” .

215. MEPCO also vide letter dated 17.10.2025, submitted that the MoE vide letter dated
16.10.2025, has conveyed that the Federal Government has approved the revision of the
annual tariff determination schedule, making it effective from 1 January each year. The
Authonty has already determined the Power Purchase Price (PPP) references up to Jurie
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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.

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

21.7. MEPCO 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 l:rans:tion
to the revised rebasing schedule.

21.8. The matter was discussed during the hearing, and the Petit:ionér requested the following
costs on account of interim indexation for the 06 months period from Jul. 26 to Dec. 26;

Description MEPGO
Salaries, Wages & Other Benefits | 12,847
Post Retirement Benefits 15,391
Other O & M Costs 6,474
Depreciation - . 5,199
Return on Rate Basa . 0,868
Turn Qver Tax \ )
Gross Distribution Margin } 49,779
Less: Other Income {4,607
"Net Distribution Margin | 45;171
PYA - ) :
‘T'otal ' ” 45, 171

219. The Authonty has considered the guidelines issued by the Federal Government regarding
tariff rebasing to be made effective from I 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
montlis; thus, adversely impacting DISCOs performance in terms of recoveries and Josses.
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 End Tariff (Methodology and Process), 2015%, and the same are now in the
process of notificadon.

21.10. I‘urther, in light of the instant pohcy guidelines, the Authority has determined the revised
Power Purchase Price (PPP) references for the period from Ianuary 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 Authonty has also
determined provisional revenue requirement of MEPCOQ for the period from July 1, 2026
to December 31, 2026 as under:

51|Pagée




e Determination of the Authortty in the matter of MYT Patition
iﬂﬂlﬁg of MEECO for Supply Turiffunder the MYT Regime

by, i e

Ty gl d e L re

o D BRI ION Y ad v ks £l e

Pay & Aliowances 10,804
Post Retirement Benefits 13,922
Repair & Maintainance 1,117

681

Traveling allowance
Vehicle maintenance
Orther expenses
O8M Cost
Depriciation
RORE -
Q.Income
Maxgin :
21.11. Tor the purpose of rebasing for the period from Ian to Dec. 2026 the amount recovered
by the Petitioner, to the extent of distribution and supply margiii 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 FY 2025-26. The recovered amount has been calculated
by applying the Rs./kWh rate as per the interim tariff (to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025.

21.12. The adjusted revenue requirement so worked out for the period from Jan. to Jun. 26 hes
beén clubbed together with the provisional revenue réequirement 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

T

(SoT) of the Petitioner has been designed accordingly, .+ %" [ %

21.13. Any under over recovery of the determined revenue requirement for the FY: 2025-26,
based, on -the allowed regulatory targets-in terms of T&D losses, recovery ete, 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 Petitjoner for the FY 2026-27,
22, Order

221, Inview ofthe 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 mdexanon/adjusunent from July to December 2026 and Tarif table of
CY 2026 (January 2026 to December 2026), to the extent of its Supply function is
summarized as under;
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Units Received
Units Sold
Units Lost
. Units Lost

Energy Charge
Capacity Charge
Transmission Charge & Market
Operation Fee
Pawer Purchase Price
' Wire Busmess Margin '
Power Purchnse Price with Wire
Business

:-Pay & Allowances
. P.M Assistance Package
* Post Retirement Benefits
Repair & Maintainance
Traveling allowance
Vehicle rmaintenance
" Other expenses

. D&M Cost.

Depriciation
RORB
*Q.Income

Margin

Prior Year Adjustment
Working Capital
Revenue Requirement
Average Tariff

(M Rs]

[Mln. Rs.]

{MIn., Rs.]

[Min. Rs.]

(Mln. Rs.]
[In. Rs.]
(Rs./kWh]

Revised
Allowed FY
_ 2025-26

Allowed CY
2026

11.34%

149,524,
290,152

36,665
_ i”';'“ 4.76:3.41* .

(1,671)

4,145 * 547,161

33.49

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

The Petitioner is directed to follow the following time lines for ,submlssmn of fts future

mdexahonfad]usnnent during the MYT control period;
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22.6.

22.7.

22.8,

229.

22.10.

23,
23.1.
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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 andited financial
statements as mentioned in the determination,

The Petitioner is also directed to ensure breakup of its Operating cost in terms of
Blstnbutlon and Supply function separately in its audited finandial statements,

The Petftioner shall foliow the performance standards laid down by the Authority for
distribution and transmission of electric power, inchuding safety, health and
environmental protection instructions 1ssued by the Authority or any Governmentzl
egency or Provincial Goveriment;

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

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.

The Petitioner shall comply with, all the existing or future applicable Rules, Regulations,
ordets of the Authority and other applicable documents as issued from time to time.

Summary of Direction
'I'he Authority hereby directs the Petitionér;

To prov:de the reconciled date of sales mix for last 3 years with its reported revenue
as per audited financial statements.

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

To provide year wise detail of amounts depos:l:ed in the Fund, amount withdrawn
along- with profit/interest earned thereon since creati d each yearq( '
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iv,

vi,

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

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

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

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

24,  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 Diseribution of Electric Power Act, 1997,

25.  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.

AUTHORITY

T
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Annex-J

TUEL PRICE ADJUSTMENT MECHANISM

Actual variation in fucl cost component against the reference fuel cost component for the
cotresponding 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 Lharged 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 bili of the
consumer and the billing impact shall be werked out on the basis of consumpnon by the consumer

in the respective month.
Q. it




Annex-I-A

UARTERLY ADJUSTMENT MEG S

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPP}, excluding
Fuel Cost Component, against the reference Power Purchase Price component and the impact

of T&D losses on FCA, for the corresponding months and shall be determined according to the

following formula;
Quarterly PPP (agjy=  PPPraca (excluding Fuel cost)-PPPrecowsred) (excluding Fuel cost)
Where;

PPPiacwan 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.

 PPPRecovscot is the amount recovered based on reference rate in Rs./KWh, excluding
‘fuel cost, as per the tariff determination that remained notified during the period.

Impgg-; Qf‘ T&D losses on TCA
= PCA allowedmawnx Actu its Purchase

Where;

Monthly FCA allowed geawn) is the FCA allowed by the Authority for the respectwe
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. q .
vIng
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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 MEPCO engaged in
the business of distribution/supply of electricity within the territory mentioned in the
licence granted to it for this purpose,

1.
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“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 2 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 b used for actual billing purpose.

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

“Fixed Charge” means the part of sale rate in a two-part tariff 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 agticulture tariff D2
where “Billing Demand” shall mean the sanctioned load,

Provided that for the purpose of fived charges sanctioned foad’ means maximum
demand recorded during preceding 60 months.

Provided. firrther that in case of new connections or copnsumers who have
renewed/revised their sanctioned load, the fixed charges will be charged on 25% of
the sanctioned load or actual maximum demand recorded in a month, whichever is
higher, However, upon establishment of MDI in next six months, the adjustment of
fixed charges will be made accordingly by the DISCO."

Provided also that consumers having alternate/ dual source Le. captive power, net
metering ete. the existing mechanism of fixed charges shall remain the same Le. the
25% of the sanctioned load or actual maximum demand recorded in a month,
wihichever is higher,

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

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




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

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

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

10. Peak and OFf Peak hours for the application of Time Of Use (TOU) Tariff shall be the
following time periods in a day:

* PEAK TIMING OFF-PEAK TIMING
Dec to Feb (inclusive) 5PMto9 PM Remaining 20 hours of the day
Mar to May (inclusive) 6 PMto 10 PM -do-
June to Aug (inclusive) 7 PM to 11 PM -do-
Sept to Nov (inclusive) 6 PM to 10 PM -do-

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

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

12. "Consumer” as defined in NEPRA Act.

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

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

16. Tha “Authority” means “The National Electric Power Regulatory Authority (NEPRA)”
constituted under the Regulation of Generation, Transmission and Distribution of
Electric Power Act.

GENERAL CONDITIONS

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

2. The Company shall ensure that bills are delivered to consumers at least seven days
before the due date, If any bill is not paid by the consumer in full within the due date,
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 duties ete. In case bill is not served 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,

-
b

4, Tn the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%, In the event of the said Power factor falling below
90%, the consumer shall pay a penalty of two percent increase in the fixed charges
determined with reference to maximum demand during the month corresponding to
one percent decrease in the power factor below 90%.

2jPage




PART-I
(Definitions and Conditions for supply of power specific to each consumer category)
A-1  RESIDENTIAL |
Definition
“Life Line Consumer” means those residential consumers having singlé phase electric
connection with a sanctioned load up to 1 kW,

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

“Protected consumers” mean Non-ToU residential consumers conswming < 200 kWh
per month consistently for the past 6 months.

" Residential Non-ToU consumers not falling under the protected category would be
categorized under "Un-protected consumer category®.

1. This Tariff is applicable for supply to;
i) Residences,
i) 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.Q.U
metering arrangement and shall be billed on the basis of tariff A-1(b) as set out in the

Schedule of Tariff.

4. All existing consumers having sanctioned load 5 kW and above shall be prdvided'
T.0.U metering arrangement and converted to A~ 1(b) Tariff by the Company.

A-2 COMMERCIAL

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

) Shops/Flower Nurseries/Cold Storage

ii) Hotels, Hostels and Restaurants,

ili)  Perrol Pumps and Service Stations,

iv) ~ Compressed Natural Gas filling stations,

v) "Private Hospitals/Clinics/Dispensaries,

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

vii} ‘Guést‘Houses/Rest Houses,

viif)  Office of Lawyers, Solicitors, Law Associates and Consultants etc.
ix) Eleciglic Vehicle Charging Stations. (EVCS)

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

3. The Electrc Vehicle Charging Station shall provide.“charging service” to Electric
chicle shall provide chargi ice lectric Vehicles as e icable taxi

for EVCS category, plus margin, to be determined by the market forces itself. The
EVCS shall be billed by DISCOS under A-2(d) tariff, However, monthly FCAs either

positive or negative shall not be applicable on EVCS.

4. Consumers under tariff A-2 having sanctioned load of less than 5 KW shall be billed
under a Single-Part kWh rate A-2(a}

S, All existing consurmers 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 meteting
arrangement; thereafter such consumers shall be billed on T.0.U tariff A~2(c).

6. The existing and prospective consumers having load of 5 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 tariff is applicable to;

i Approved religious and charitable institutions

i, Gove;r_unenf and Semi-Government offices and Institutions
iii,  Government Hospitals and dispensaries

iv. Educational instivetions

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(a) tarift. - -

B INDUSTRIAL SUPPLY

Definitions

1. “Industrial Supply” means the supply for bona fide industrial purposes in factories
including the supply required for the offices inside the premises and for normal

working of the industty.

2. For the purposes of application of this tariff an “Industry” means a bona fide
undertaking or establishment engaged in manufacturing, value addition and/or

processing of goods.

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

" i) Poultry Farms
ii) Fish Hatcheries, fish farms, fish nuzseries & Breeding Farms and
iii) Software houses -
Conditions

4{Payge
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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 tariff-F at the dme
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 exexcised, the option will remain in force for at least one year.

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

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

B-2 SUPPLY AT 400 VOLTS

1.

2

This tariff is applicable for supply to Industries having sanctioned Joad of more than
25 kW up to and including 500 k'W. :

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

All new applicants i.e. prospective consumers applying for service to the Company
shall be' provided T.O.U metering arrangement and charged. according to the
applicable T.O.U tariff.

B-3 - SUPPLY AT 11 kV AND 33 kV

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

The consumers may be allowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned grid station subject to availability of 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. While allowing éxtension in load, the DISCOs shall ensure that
n6 additional line losses are incurred and additional loss, if any, shall be borne by che
respeclive 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 proportionate basis for the actual number
of days between the date of the old reading and the new reading.




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

5. All B-3 Industrial Consumers shall be billed on the basis of T.O.U tariff given in the
Schedule of Tariff.

B-4  SUPPLY AT 66 kV, 132 kV AND ABOVE

1. This tariff is applicable for supply to Industries for all loads of more than SMW
receiving supply at 66 kV, 132 kV and above and also for Industries having load of
SMW or below who opt to receive supply at 66 XV or 132 kV and zbove.

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 morxe 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
consuraer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers; Circuit
Breakers and other necessary equipment and apparatus as part of. the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other
necessary equipment and apparatus if s6 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. 2 YA

4, All B-4 Industrial Co;lsumers shali be billed on the basis of two-part T.O.U tariff.

C . BULKSUPPLY -

“Butk 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 4s
residential, commercial, tube-well and others.

General Conditions

If, for any reason, the meter reading date of a consumer is altered and the
acecleration/retardation in the date is up to 4 days no motice 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 reading and the new reading:

CI  SUPPLY AT 400/230 VOLTS
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This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 kW,

Consumets having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.c. C-I{a) tariff,

All new conswmers having sanctioned load 5 kW and above shall be provided T.O.U
metering arrangement and shall be billed on the basis of Time-of-Use (T.O.U) tariff C-
1(c) given in the Schedule of Tariff.

All the existing consumers governed by this tariff having sancrioned load 5 kW and
abave shall be provided T.0.U meteting arrangements.

C-2 SUPPLYAT11kVAND33kV

This tariff is applicable to consumers receiving supply at 11 kV or 33 kV at one-point
metering arrangenent and.having sanctioned load of more than 500 kW up to and

including 5 MW.

The consumers may be allowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned grid stadon 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 Joad, However, only such consumers be, allowed extension of load
beyond 5MW upto 75MW whose connection is at least three (3) years old. While
allowing extension in load, the DISCOs shall ensure that no additional line losses are
incurred and additional loss, if any, shall be borne by the respective consumers.

The supply under this Tariff shall not be jvailable to a prospective consumer unless he
provides, to the satisfactdon ond 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, ot, alternatively pays to the Company
for all apparatus 2nd 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 Authonty read with CSM.

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

Existing consumiers governed by this tariff shall be prowded with T.O.U metering
arrangément and converted to C-2(b).’

C-3 SUPPLY AT 66 kV AND ABOVE

1.
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This tariff is.applicable to consumers having sanctioned load of more than 5000 kW
receiving supply at 66 KV and above.

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
C8M, 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 siipply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other




necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Ellglblhty Criteria laid

down by the Authority read with GSM.
3. IDxsting consumers governed by this tariff shall be provided with T.O.U metering
arrangement and converted to C-3(b).

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

D AGRICULTURAL SUPPLY

“Agricultural Supply” means the supply for Lift Irrgation 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):
i) Bona fide forests, agreulmural tube-wells and lift ifrigation pumps for the
irrigation of agricultural land.
iif) Tube-wells meant for dqua-culture.

iv) Tube-wells installed i ina dan'y farm meant for cultwanng Crops as fodder and for
upkecp of cattle. ‘

2, If, for any rcason, 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
accileration or retardation, But if the date is accelerated or retarded by more than 4
days, the fixed charges shall be assessed on proportionate basis for the actual number

of days between the-date of the old reading and the new reading.

3. The lamps and fans consumption in the residential quarters, if any, attached to the
tube-wells shall be charged entirely under Tariff A-1 for which separate metering
arrangements should be installed.

4, The supply under this Tariff shall not be available to consumer using pumnps for the
irrigation of parks, meadows, gardens, orchards, attached to and forming part of the
residential, commercial or industrial premises in which case the corresponding Tariff
A-1, A-2 or Industrial Tariff B-1, B-2 shall be respectively applicable.

D.-l | I- B \ .

1. This tariff is applicable to all Reclamation and Drainage Operation bumping 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'mew 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-1(b) given in the Schedule of Tariff.
X Mol
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4. All the existing consumers having sanctioned load 5 XW and above shall be provided

T.0.U metering arrangements and shall be governed by D-1(a) till that time.

D-2

1.

This tariff is applicable to consumers falling under Agriculture Supply excluding
SCARP related installations.

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

All new consumers having sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Tirne-of- Use (T.0.U) tariff

D- 2(b) given in the Schedule of Tariff.

Al the existing consumers having sanctioned load 5 kW and above shall be provided
T.O.U metering atrangements 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, matriages and other civil or military functions.
This also includes supply to touring cinemas and persons engaged in constraction 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 a period of six months which is further extendable on three month basis up to
completion of the specific job/project for which the temporary connection was
obtained. However, there is no minimum dme period for provision of temporary
connection. The temporary connection for illumination, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremonies, civil
or military functions ete,, testing of industrial equipment or any other emergent
requirement of temporary nature, can be provided for specific time period not
exceeding. two weeks, The sanctoning officer shall cnsure that the temporary
connecton will be utilized for temporary purpose only

Special Conditions of Supply )
This tariff shall apply to Residential and Corrunerc:al consumers for temporary supply

Ordmardy the supply under this Tariff shall not be given by the Company without
first - obtaining security equal to the anticipated supply charges end other
rruscel.laneous chaiges for the period of temporary supply

E -2 TEMPORARY INDUSTRIAL SUPPLY

“Temporary Industrial Supply” means thé supply given to an Industry for the bonafide
purposes mentioned under the respective definitions of -“Industrial Supply”, during
the construction phase prior to the mMercial operation of the Industrial concern.

SPECIAL CONDITIONS OF SUPPLY

1.

D)iPage

Ordmanly the supply under this Tariff shall not bz given by the Company without
first obtaining security equal ‘to the anticipated supply charges and other
miscellaneous charges for the period of temporary supply. :




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

F SEASONALINDUSTRIAL SUPPLY

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

Definitions ‘

“Year” in_eans_ any period comprising twelve consecutive months,

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

Special Conditions of Supply
1. ‘This tariff is applicable to seasonal industry.

2. TFixed Charges per kilowatt per month under this tariff shall be levied at the rate of
125% of the corresponding” regular Industrial Supply Tariff Rates and ‘shall be
recovered only for the period that the seasonal industry actually runs subject to
minirum peried 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 System for the first time during the course of a season.

3. The consumers falling within the purview of this Tariff shall have the option to
change over to the corresponding industrial Supply Tariff, provided they undertake to
* ‘abide by all the conditions and restrictions, which may, from time to time, be
prescribed as an integral part of those Tariffs. The consumers under this Tariff will
have the option to convert to Regular Tariff and vice versa, This option can be
exercised at the time of obtaining a new connection or at the beginning of the season.
Once exercised, the option will remain in force for at least one yean.

4, Al seasonal loads shall be disconnected from the Company s Supply System at the end
of the season, specified by the consumer at the time of getting connection, for which
the supply is given. In case, however, a consumer requires running the non-seasonal
part of his load (e.g., lights, 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.

5. Where'a “Seasonal Supply” consumer does not come forward to have hJS 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 connection/re-
connegtion. However, at least ten clear days notice in writing under registered post
shall be necessary to be glven to the consumer before removal of semcﬁ‘lizi and

I0f[Page




equipment from his premises as aforesaid, to enable him to decide about the retention
of conmection 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 séasonal industry re-connected w1th the Companys Supply

System
G PUBLIC LIGHTING SUPPLY

“Public Lighting Supply” means the supply for the purpose of illuminating public
lamps. The supply under this tariff shall also be applicable for lamps used in public
playgrounds and public parks.

Definitions
“Month" means a calendar month or a part thereof in excess of 15 days.
Special Cond.tuons of Supply
- The supply under this Tariff shall be used exclusively for publie hghtmg mstalled
on roads or premises used by General Publie.
H RESIDENTIAL COLONIES ATTACHED TO INDUSTRIES
This tariff is applicable for one-point supply to residential colonies attached to the
industrial supply consumers having their own distribution facilities.
Definitions I . o
“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
thé residertial eolonies attached to their factory premises for a load of 5 Kilowatts
and above. The purpose is further distribution to various persons residing in the

attached residental colonies and also for perimeter lighting in the attached
resndenual colonies.

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

“Residential Colony” attached to the Industrial Supply Consumer, means a group
“of ‘houses annexed with the factory premises constructed solely for residental
purpose of the bonafide employees of the factory, the establishment or the factory
owners or partners, etc.

Special Condmons of Supply

The supply under this Taan shall not be avmlable to persons who meet ) part of
their requirements from a separate source of supply at their premises.

TARCTION

Supply under this l.anﬁ" nieans supply of power in bulk to Railways for Rallway
Traction only.’

11|Page
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

No. NEPRA!R!ADG(TI‘D!TRF-GM&TRF—625!4,{5:[’“ (({ January 07, 2026

Subject:  Decision of the Authority in the matter of Motion for Leave for Review (MELR) filed

by Multan Llectric Power Company (MEPCO) against decision of the Authority's

dated 14,06.2024 in the matter of Anpual Adjnstment/Indexation of tariff for FY
2024-25

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

2. The Decision is being intimated to the Federal Government for the purpose of notification in
the official Gazette pursuant to Section 31(7) of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 within 30 Calendar days from the intimation of this
Decision. In the event the Federal Government fails to notify the subject tariff’ Decision within the
time peried specified in Section 31(7), then the Authority shall notify the same in the official Gazette
pursvant to Section 31(7) of NEPRA Act.

Enclosure; As above WOMM m

(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, Energy Department,, Government of the Punjab, 8" Floor, BFU House, Main Gulberg,
Jail Road, Lahore :

4, Managing Director, National Grid Company (NGC) of pakistan, 414 WAPDA House,
Shaharah-e~Qauid-e-Azam, Lahore

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

6. Chief Executive Officer, Multan Electric Power Co, Lid, , MEPCO Headquarter, Khanewal Road,
Multan

7. Chief Executive Officer, Independent System and Market Operator (ISMO) of pakistan, Pitras
Bukhari Road, Sector H-8/1, Islamabad
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Decision of the Authority in the matter of Motio Lea r Review filed
Power Compan: ainst depjsion of the_Authority’s dated 14.06,2024in the

annual adjustment/ indexation of Tariff for the FY 2024-25

1.  The Authority determined Mult Year Tariffs (MYT) of Multan Electric Power Company
Limited (MEPCO} (herein referred to as "Petitioner") for a period of five years i.e. from FY
2020-21 to FY 2024-25, separately for both its Distribution and Supply of power functions
vide taniff determinations dated 02,06.2022. The tariff so determined was notified by the
Federal Government vide SRO dated 25.07,2022. The Authority subsequently, under the
allowed MYT framework, determined MEPCO's annual adjustrnent / indexation for the FY
2024-25 vide decision dated 14.06.2024 (Impugned Decision).

2. ‘ThePetitioner being aggrieved with the Impugned Decision of the Authority, filed a Motion
for Leave for Review (MLR), which was subsequently admitted by the Authority, To
proceed further in the matter, the Authority decided to conduct a hearing in the matter.
Notice of hearing was accordingly issued to the Petitioner, to present its case before the
Authority. The hearing was held on 04.11.2025, at NERPA. Tower, Islamabad.

3.  The Petitioner raised following issues in the MLR;

i. RORB for FY 2024-25
ii. Post Retirement Benefits for FY 2024-25
iii. Differential amount of Post Retirement Benefits for FY 2022-23 under PYA
iv. Sales Mix variance for FY 2022-23
v. Differential amount of quarterly tariff adjustment on account of incremental units
from Nov-20 to Jun-21

4.  The Petitioner’'s submission on each issue is as under;
RORR for FY 2024-25

¥ The Authority has allowed less RoRB for the FY 2024-25 i.e. Rs.3,689 million, by allowing
RoRD of Rs.12,852 million, instead of Rs.16,541 million for FY 2024-25. The Authority has
worked out Average RAB for the FY 2024-25 as under;

Min Rs.
Description FY 2023-24 | FY 2024-25
Fixed Assets OfB 186,409 188,137
Addition 0,559 10,735
Tixed Assets C/B 195,968 198,872
Depreciacion 74,839 81,447
Net Fixed Assets 121,128 117,424
Capital WIP C/B 25,173 28,270
Fixed Assets Inc. WIP 146,302 145,694
Less Finance cost Capitalized - -
Less: Deferred Credits 102,930 67,478
Total 43,371 78,216
Revised — RAB 60,794
WACC 21.14%
RORB 12,852
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The number of Deferred Credits has been taken as Rs.102,930 million in FY 2023-24
(increase of Rs. 25,167 million from FY 2022-23 of Rs, 77,763 million), which has reduced
RAB for FY 2023-24 as Rs 43,371 millior, On the other side, Cpening Balance of Gross Fixed
Assets for FY 2024-25 has been taken as Rs, 188,137 million instead of Rs 195,968 million
i.e. Closing Balance of FY 2023-24.

The Authority has reduced MEPCO’s RAB on the premise that actual investment exceeds
the allowed investment. MEPCO has already elaborated that Authority’s decision regarding
allowed investment confines to “Own Source” only. Total actual investment comprises both
Consumer Finance & Own Source Investment. Abstract of actual investrent for last 3 years
(MYT Period) is tabulated hereunder;

Min. Rs,
Description FY 2020-21 | FY 2021-22] FY 2022-23
Investmnent (Consumer Finance} 6,391 7.577 9,557
Investment (Qwn Source) 4,576 4,424 7,217
Total Actual Investment 10,967 12,001 16,774

Comparison of allowed investment and actual investment for last 3 years is tabulated below;

Mln. Rs.
Description . FY 2020-21 | FY 2021-22 | FY 2022-23
Investment Allowed (Qwn Scurce) 8,369, 13,602 14,734
Actual Investment {Cwn Source) 4,576 4424 7.217
(Excess)/Less Investment 3,765 9,178 7,517

In view of above, the Petitioner requested the Authority to xeconsider its earlier decision
and not to redice RAB in RORB True-up Calculations on the pretext of excess investment
than allowed. After accounting for the above stated factors i.e. rationalizing the amount of
Deferred Credit for FY 2023-24, correct opening balance of Gross Fixed Assets for FY 2024-
25 and adding back the amount of impugned excess investment, Revised RORB Calculation

is given hereunder;

Mln, Rs,
Description FY 2023-24|FY 2024-25
Fixed Assets Q/B 185,409 195,968
Addition 8,559 10,735
Tixed Assets C/B 195,968 206,702
Depreciation 74,839 81,447
Net Fixed Assets 121,128 125,255
Capital WIP C/B 29,811 32,908
Iixed Assets Inc. WIP 146,302 158,163
T.ess Firance cost Capiralized » -
Less: Deferred Credits 80,496 67,478
Total 65,806 90,685
Revised — RAB 78,245
WACC 21.14%
Revised RORB 16,541
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¥ The Petitioner during hearing of the MLR, however, revised its request upward to Rs.4,395
million, instead of earlier requested amount of Rs.3,689 million.

Less allowed Post Retirement Benefits (PRB) for FY 2024-25

Y MEPCO requested Post Retirerent Benefit of Rs. 24,226 million for the FY 202425, based
on Actuarial Report FY 2022-23, (projection of Post Retirement Benefit for FY 2023-24}. As
per latest available projection of Actuarial Valuation Report, PRB projection for FY 2023-24
was requested for FY 2024-25. However, Authority allowed Post Retirement Benefit of
Rs. 18,328 million for FY 2024-25 based on the latest Audited Accounts FY 2022-23,

v The MYT Determination provides that it would be allowed based on the Actuarial Valuation
Report for the Year for which the assessment is being made or as per the latest available
Audited Financial Staterent. In line with assessment criteria of PRB as contained in the
MYT Determination, the Petitioner requested the Authority to reconsider its earlier
decision and allow Rs 24,226 million PRB provision to MEPCO for FY 2024-25 based on

latest Projection of Actuarial Valuation Report,

Sales mni ianc 2022-23

v The Authority has not allowed Sales Mix variance of Rs.4,898 million for FY 2022-23 on the
premise that MEPCO has not submitted the reconciled data of sales mix variance with its
reported revenue as per audited financial statement of the zespective years. In compliance
with NEPRA directions, MEPCQO has already submitted the reconciled data of sales mix
variance with its reported xevenue as per audited financial statement of the respective years
vide letter dated 29.03.2024,

v The Authority is requested to allow the impact of under recovery of Rs.4,898 million on
account of Sales Mix Varxiance for FY 2022-23 being legitimate cost, as MEPCO has already
complied with the directions of Authority.

Differential amonnt of Post Retirement Ben. for FY 2022-23

v The Authority in its MYT Determination has allowed Post Retirement Benefits of Bs.10,604
million for TY 2022-23, with the assessmeni: criteria that PRB would be allowed on the
Actuarial Valuation Report for the year for which assessment is being made or as per latest
available Audired Financial Statements. However, as per Audited Accounts for FY 2022-23
based on Actuarial Valuation Report for FY 2022-23, Post Retirernent Benefits Provision for
FY 2022-23 is Rs 18,328 million, In line with assessment criteria of PRB as contained in
MYT Determination, the Petitioner requested the Anthority to reconsider its earlier
decision and allow Rs 18,328 million PRB Provision to MEPCO for FY 2022-23 based on
Audited Financial Statement for FY 2022-23.

v Thé Petitioner requested the Authority to allow the differential amount Rs 7,724 million on
account of PRB Provision for FY 2022-23 under PYA.

R RW'e
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Differential amonnt of Rs.1,646 million for QT A on account of ISP incremental nnits for the
period Nov-2{ to Jun-21 not allowed

v" The Petitioner submitted a claim amounting to Rs. 1,646 million on account of differential
amountof QTA after netting off incremental units of ISP relating to the period Nov-2020 to
June-2021. However, the Authority did not allow the same with the remarks that the impact
of QTA after netting off incremnental units of ISP relating to the period Nov-2020 to June-
2021 has already been given in Sales Mix Variance for FY 2020-21.

v" 'The subject issue was deliberated in the meeting dated 06.05,2024 wherein NEPRA team
shared its Sales Mix Variance details to support this assextion, Upon review of NEPRA Sales
Mix Variance working for FY 2020-21, it was ascertained that the Determined Revenue
against ISP incremental Units has been worked out @ Rs.12.96 per kWh, which tantamount
that QTA impact of ISP incremental units has not been accounted for:

Min. Rs.
Sales Mix Varjance FY 2020-21
MEPCO Working (ISP Unit Sold 2157
Determined Revenue @ Avg Sale Rate) '
NEPRA Determined Working (ISP Unit 768
Sold Determined Revenue @ 12.96)
Difference 1,389

v" The Authority is requested to reconsider its eatlier decision and allow Rs.1,646 million on
account of differential amount of QTA after netting off incremental units of ISP relating to
the period Nov-2020 to June-2021 as PYA, based on the fact that impact of same is not
accounted for in the Sales Mix Variance for FY 2020-21.

5. The Petitioner accordingly requested the Authority to review the Imnpugned Decision and
allow the following: -
i. RORB of Rs.16,54]1 million for FY 2024-25 instead of already allowed RORE of
Rs,12,852 million i.e. differential amount of Rs.3,68% million).
ii. Rs.24,226 million as PRB Provision for FY 2024-25, based on latest Projection of
Aetuarial Valuation Report. '
iii. Impact of under recovery of Rs.4,898 million on account of Sales Mix Variance for the
TY 2022-23,
iv. Differential amount of Rs.7,724 million on account of PRB Provision for FY 2022-23
under PYA.
v. Rs.1,646 million on account of differential amount of QT A after netting off incremental
units of ISP relating to the period Nov-2020 to June-2021 as PYA.

6.  The Authority has analyzed the submissions of the Petitioner and the workings shared by
the Petitioner under each head. :
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10,

11.

12,

Regarding the issuc of RoRB for the FY 2024-25, the Authority observed that RoRB of the
Petitioner for the Y 2024-25 has been reworked and the impact thereof has made part of
the Petitioner FYA, while determining the tariff for the FY 2025-26.

Regarding assessment of post-retirement benefits for the FY 2024-25, the determination
provides that it would be allowed based on the actuarial valuation report for the year for
which assessment i5 being made or as per the latest available audited financial statements.
At the time of assessment of revenue requirement for the FY 2024-25, the latest audited
financial statements of the Petitioner for the FY 2022-23 were available, and accordingly
provision for post-retirement benefits of Rs. 18,328 million, as per the audited accounts was
allowed to the Petitioner. In view thereof, the Authority does not see any justification to

review the Impugned Decision.

On the point of sales mix variance for the FY 2022-23, the Authority noted that the
Petitioner has already been ailowed sales mix variance of Rs.4,898 million, for the FY 2022-
23 as part of its intexim taniff for the FY 2025-26, and accordingly while working out the
final tariff for the FY 2025-26, the said amount has also been made part of tariff fox the FY
2025-26 as PYA,

Regarding assessment of post-retirerent benefits for the FY 2022-23, the provision for the
TY 2022-23 was allowed at that time as per the request of the Petitioner. Therefore, the
Authority does nat see any justification to review the Impugned Decision at this point in
time

Regarding the imbact on account of differential amount of QT A after netting off incremental
units of ISP relating to the period Nov-2020 to June-2021, the Authority noted that this
impact has already been considered while working out the sales mix of the Petitioner for
the FY 2020-21, thus, no further processing is required. This matter has also been discussed
in the 1% quarterly adjustment for the FY 2021-22 decision dated 09.05.2022, Therefore, the
Anthority does not see any justification to review the Impugned Decision to this effect.

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

AUTHORITY
Amina Ahmed I Engr. Magsood Anwar Khan
Member Member
[\
~
Waseern Mukhtar
Chairman




7 \j ‘ National Electric Power Regulatory Authority

H%?F{Q‘; 3 Islamic Republic of Pakistan

% \!%
-y pgbﬁﬂg NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad.

R Tel: +92-54.9206500, Fax: +92-51-2600026
Reglstrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

' No. NEPRA/R/ADG(TarifEy TRF-100/CPPAGI L 3 ~76 January 07, 2026

Subject:  Decision of the Authority in_the matter of request 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

Dear Sir,

Please find enclosed herewith the subject Determination of the Authority alongwith Annexure I, II
& TIT (total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026.

2, . The instant Decision of the Authority alongwith Annex I, Il & II1 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-l, 11 & 1] attached with the Decision be also notified in terms of Section 31 of the NEPRA

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

Enclosure: As above
(Wasim Anwar Bhinder)

Secretary,

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

Islamabad

Copy to:

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

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

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

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) Rules, 1998 and the uniform rebased tariff, once
determined by the Authority, is notified by the Federal Govexrnment under Section 31(7) of
the NEPRA Act. It was further submitted that the latest rebasing was notified on July 1,
2025. In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read
with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies (DISCOs) are required to initiate
the tariff detexmination process by submitting their minimum filing requirements by
January 31+ of each year. The submission is followed by internal deliberation by the
Authority, public hearing, tariff determination and subsequent notification by the Federal
Government. In view of the established tariff determination cycle recent annual tariff
determinations, the rebasing of consumer-end tariff is notified by the Federal Government
in the month of July, with effect from 1% July each year, :

The Ministry further submitted that, in practice, the incidence of higher (FCAs)and annual
tariff rebasing coinciding during the summer months results in elevated electricity bills
owing to increased seasonal consumption, which, according to the Ministry, has
implications for consumer affordability. It was contended that such impacted could be
moderated if the timing of annual rebasing is aligned with periods of relatively lower
electricity consumption, such as winters months, thereby enabling smoother absorption of
tariff variations and contributing greater stability in consumer bills over the year. Strategic
Directive 8 of the National Electricity Plan (NE Plan), which envisages, that the Regulator
shall also xevisit 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 Mok submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual tariff determination
process timelines through amendments to the relevant legal and regulatory framework, so
as to enable notification of the rebased tariff with effect from 1% January, each year,
following completion of all the requisite regulatory proceedings. In this regard, it is
highlighted that the Authority has already determined (PPP) references up to June 2026
and that projections for the remaining period would be shared subsequently.

In light of above and in exercise of its powers under Section 31 of the NEPRA Act, the
Federal Government issued the following policy guidelines for implementation by NEPRA;
"NEPRA shall revise the annual tariff determination process timelines by amending the

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

completion of all regulatory proceedings.”
Pursuant to the above, and in order to give effect to the rebasing w.e.f. January 2026,
CPPA-G was directed vide letter dated 07.10.2025 to submit the (PPP) forecast for
Calendar Year (CY} 2026 January-December 2026)
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15.
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17.

Power Purchase Price Forecast for CY 2026

Considering that the PPP constitutes a substantial component of the consuroer 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
DISCOs along with power purchase price cost?

The hearing was held as per the schedule, wherein the Petitioner was represented by the
CEO- CPPA-G, along-with its technical and financial teams, The hearing was also
attended by representatives of the Ministry of Energy (MoE), including the Additional
Secretary, MD PPMC, ISMO, NGC, as well as other stakeholders, members of the general

public and representatives of the media.

CPPA-G presented its case before the Authority and submitted that, in light of the policy
guidelines approved by the Federal Cabinet, the annual rebasing of DISCO's/SOLR is
proposed to be aligned with Calendar year instead of Fiscal year. Consequently, the
Authority, vide dated 7 October 2025 directed CPPA-G to submit the Power Purchase
Price Report in consultation with relevant stakeholders including NGC and ISMO.
CPPA-G submiitted that, following internal deliberations and consultation with the
relevant stakeholders, it prepared and submitted the PPP forecast report for consideration

of the Authority.
The following synopsis of PPP forecast for CY 2026 was presented by CPPA-G:
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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 GDF projections by IMF, economic growth is expected to result in a
corresponding increase in electricity demand, ranging from 1% to 2.5%, These projections
form the basis for the normal and high demand scenarios used in this analysis, The
detailed demand assumptions for XW-DISCOs and K-Electric are presented in the tables

below:

Feb-26 . 5903 5,990 )
Mar-26 7,203 7310
Apr-26 2270 5,408
May-26 11517 11,688
Jun-26 12,630 12,817
Jul-26 12,809 12,999
Aug-26 12,799 12,989
" Sepr-25 11,499 11,669
Oct26' | 9281 | 9419
Nov26 | 6ss | 5917

Jan<26 758 777
Feb-26 72 71
Mar-26 966 . 590
ApcZ6 950 974
May-26 . Lo72 . 1098
Jun26 REN 1214
Jul26 1,265 1296
Aug 25 1,265 1295
Sepe26 | . 1,224, . L5
Oa26 |~ L1079 - 1,10
Nov2s | 967 992
Dec 26 777 797

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







20.3.
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20.5.

20.6.
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During the hearing, CPPA-G explained that' indent (water release) forecasts are
inherently uncertain and, therefore, cannot be predicted with precision. In view of such
variability, CPPA-G submitted that the adoption of extreme hydrology assumption may
not be prudent for the purposes of PPP forecasting, Furthermore, the Indus River System
Authority (IRSA), in its letter to ISMO dated 26 November 2025, has reiterated that
reservoir operations are governed by clause 14(c) of the Water Apportionment Accord,
1991. As per the said framework, reservoir releases ave prioritized to meet provincial
irrigation  requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches.

T'ue] 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 fuel prices, based on reputable data sources to ensure accuracy and
relevance. For imported fuels, price assumptions are based on market data published by
Argus Media and Platts, whereas local fuel prices are informed by inputs from OGRA,
NEPRA, and TCEB. These assumptions are detailed below:

Fuel Price Assumptions
Imp Imp Irap
Coal Ceal | Coal | Thar

Years Gas Brent | API-4 } ICI-3 | ICI-4 . Goal RFO fagass HSD

RSB;.NLEM &/Basrel | $/MTon| $/MTon! $/MTon $/MTon | $/MTon ngfT Rs/Litre

Jan-26 1,225 &7 84.6 58 30.7 18.6 461 5209 276.81
Feb-26 | 1,225 &7 84.6 58 T 307 18.6 461 5209 274,81
Mar-26 | 1,225 67 846 58 30.7 18.6 461 ‘5209 276.81 -
Apr-26 | 1,225 67 8.6 : 58 30.7 18.6 461 5209 276.81
May-26 | 1,225 67 84.6 58 30.7 18.6 461 0209 276,81
Jun-26 | 1,225 | &7 84.6 58 | 307 18.6 461 5209 276,81
Jul-26 1,225 67 - 846 58 30.7 18.6 461 5470 276.81
Aug-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 276.81
Sept-26 | 1,225 67 “84.6 58 30.7 18.6 461 5470 276.81
Oct-26 | 1,225 67 84.6 58 30.7 18,6 461 5470 276.81
Nov-26 | 1,235 67 84,6 58 30.7 18.6 461 5470 276.81
Pec-26 [ 1,225 &7 84.6 58 30.7 18.6 461 5470 | 276.81

Additionally, for the assessment of PPP references under high fuel price scenario, a 5%
escalation in fuzel 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 alia, SOFR, KIBOR, U.S. inflation, and domestic inflation. The inflation data for the
United States and Pakistan has been sourced from the IMF's World Economic Outlook
xeport. To estimate KIBOR and SOFR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics. ‘
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Other Assumptions;

20.12. CPPA-G submitted that the following additional assumptions have been applied in the

preparation of PPP references for CY 2026,

HVDG+AC Corridor Transfer Capability: Transfer limits are set at 3,200 MW
for Winter (January & February), 3,600 MW for Winter (November &
December), and 5,000 MW for Summer 2026 (following the commissioning
of Lahore North), as per the Normal Operation arrangement of the SCS
Strategy Table provided by M/s NARI,

RING Offtake: The mandatory 50% offtake under contractual obligations for
RLNG has been assumed in this dispatch plan.

RLNG and RFO Projections: These are based on assumed demand scenarios.

However, actual fuel demand may vary depending on real-ime system
conditions and ‘will be managed in accordance with prevailing contractual

agreements.
Renewable Energy Generation; Assumed based on: the previous year's energy
profile, ' ; ‘
Imports. and Other Souzces: Import from Iran has been considered in the
overall assessment. Flowever, generation from net metering has not been
included in the analysis to the extent of incremental additions during
January to December 2026,

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

Future Projects: Ihcorporated based on the best available technical

assessments aud information. However, actual dispatch may differ in

response to prevailing system conditions.

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

Sold 1o DISCOS Swh 125,822 125,822 127,815 125,823 125,022
S Re 999,469 1024501 103,006 1,031,652 967,286

Fuel Cost Rs/EWH 794 a4 8.00 8.2 7.69
vartns OBt ks 53,106 51,001 SFT 50,106 50,106
: Re.fKWh o0 041 6,40 0.40 0.0

. T Al Re L2 | 202818 1974,602 1,974,602 1574501
Copacity Charges Re/KWE 1569 1607 15.43 15.69 15.69
] _ MaRs 30,177 | 5.099.663 3008053 3,056,360 7,991,994

Paver Purchasa Price (ve, Tranfs = oo 2400 Ha 785 2129 278
Transmission « MOF Charpes Rs./kWh 191 "9 1.83 1.91 1.3
A oy 7
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22,

22.1.

222,

23.

What memodo_l_gggv has beenngélgipted for gllocation of generation (GWhs) to DISCQs

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 allocadon of capacity on the basis of coincidental MDI initially, prior to
transition to allocation factors. CPPA-G submitted that the implementation of the said
mechanism remains contingent upon the Authority’s determination in the matter of
petition filed by NGC and accordingly, the actual allocation trends would be available

‘once the MSP (NGC) would start providing data in accordance with the determination.

In view of the above, the allocation of CPP to DISCOs continue on non-coincidental
basis, For this, the latest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs. During hearing, no DISCO objected either to the criteria or the proposad
quantum of energy allocated to each DISCO by CPPA-G.

Various stakeholders submitted their comments in the matter, A summary of relevant
comments is as under: -

' Mz, Rehan Javed, a commientator, 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.

¥'_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 fiwther 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/kAWh in FY 2024-75 to
Rs.25.98/kWh in FY 2035-26. -

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

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

@
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31,

32,

33.
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35.
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The Authority notes that vide its decision dated 23.06.2025, a demand growth assumption
of 2.8% as been approved for the period up to June 2026. However, based on the actual
data reported up to Qctober 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 Anthority, vide decision
dated 09.12.2025, also approved the incremental consumption package for industrial and
agricultural consumers which may also stimulate electricity demand.

In view of the foregoing and for the purposes of the projecting the PPP for CY 2026, the
Authority considers the demand growth of 1% as projected by CPPA-G, to be reasonable

for the present determination.

The Authoricy observes that other critical factor that impacts electricity prices is the
exchenge 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 scemarics in jts PPP projections, ranging
between Rs.290/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 useful sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01,2026, realized this fact and
submitted revised PPP projection under Scenario-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 valatility in exchange rate beyond projections, the
same would be catered through periodic adjustments. -

Regarding fuel prices for both imported as well as local fuels, the Authority considers the
projections made by CPPA-G under normal fuel price scenario are satisfactory, keeping
in view the reports and data relied upon by CPPA-G, while makin g such projections,

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

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

14






-
R, .
Vit 8 Decision of the Awthority in the matter of

Power Purchase Price Forecast for CY 2026

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. DISCOs wise PPP for CY 2026 is as under;
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Annex-II

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.

[Twﬁf PYT-208 -2b]
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