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

NOTIFICATION

S.R.0. 48(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. 382(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 Peshawar Electric Supply Company (PESCO), 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 PESCO 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 15t day of January, 2026.







National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5/1, islamabad.
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Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

Registrar

No. NEPRA/R/ADG(THfy TRE-100/ /08 ~23 January 12, 2026

DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FILED BY THE
FEDERAL G RNMENT UNDER SECTION 7 AND 31(7) OF THE NEPRA ACT
1997 ( THE ACT) READ WITH THE RULE 17 OF NEPRA (TARIFF STANDARDS

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

Subject:

_ Dear Sir, : )
Please find enclosed herewith the subject Decision of the Authority (total 18 Pages). The instant
Decisior including Annex-A & A-1, B & B-1and Cis intimated to the Federal Govemment for notification
in tertns of Section 31(7) of the Act,

2. Further, the Federal Government while notifying the instant Decision, shall also notlﬁ/ the individual
Decisions of the Authority issued in the matter of each XWDISCO along w1th DCCISIOH of Power Purchase

Price (PPP) Forecast for the CY 2026 dated 07.01 2026

Enclosure: As above

(Wasim Anwar Bhinder)
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‘A’ Block, Pak Secretariat,

Islamabad
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% and procedure) Rules, 1998 with respect to recommendation of Consumer end tariff

s RESPECT TO RECOMMENDATION OF THE CONSUMER END T

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 repreduced hereunder;
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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, wh:le
notifying the uniform tariff application decislon of the Authority. ’

In response, the Ministry of Energy (MoE), Power Division (hereinafter, “MoE (PD)” or “the
Petitioner"}), vide letter No. Tariff/MYT 2025-26 dated 08.01.2026, filed Motion with respect to
the recommendation of consumer end tariff for XWDISCOs and K-Electric for the CY 2026,
under section 7 & 31 of the Act, read with Rule 17 of the NEPRA Tariff (Standards and
Procedure) Rules, 1998 (hereinafter, “the Rules”). '

The MoE (PD} in its Motion stated that National Electricity Policy, 2021 (hereinafter, “the
Policy”) approved by the Council of Common Interests, provides under Clause 5.6.1 that the
financial sustainability of the sector is premised on the recovery of full cost of service, to the
extent feasible, through an efficient tariff structure, which ensures sufficient liquidity in the
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sector” and under Clause 5.6.4 states that in due course, financial self-sustainability will
eliminate the need for Government subsidies (except for any subsidies for lifeline, industry or
agriculture consumers, as per prevailing Government considerations). The Policy further states
that in view of various parametexs, 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 tatiff (inclusive of quarterly adjustments) for all the

State-Owned Distribution companies.

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

6. It was also mentioned that the Federal Government considered the schedules of tariff
' recommended by NEPRA. for each XWDISCQ for all categories of consumers dated 07.01,2026,
and decided that as per the Policy, the uniform tariff should be made applicable per the
provisions of section 31 (4) of the Act. Accordingly, the uniform tariff, being reflective of
economic and social policy of the Federal Government and based on the consolidated revenue
requirement approved and determined by the Authority for XWDISCOs (owned and
controlled by the Federal Government), has been submitted for consideration and approval by
the Cabinet on 08.01.2026 and in anticipation of the approval, the same is submitted to the
Authority for consideration in terms of Section 31 of the Act along with the targeted tariff

differential subsidy.

7. It bas further been stated that inter-distribution companies’ tariff rationalization is not aimed at
raising any revenues for the Federal Government, as it is within the determined revenue
requirements of the XWDISCOs consolidated in the terms of section 31 (4) of the Act, The
tariff rationalization enables the fulfilment of the parameters set forth in the Constitution as
well as the Policy. Once considered and approved, the same will lead to determination of
“uniform final tariff’, in terms of section 31 (7) of the Act, for notification by the Federal
Government with effect from 01.01.2026, to the extent of modification of existing rates notified
via SRO.1157 to 1167 (I1)/2025 dated 01.07.2025, read in conformity with earlier issued

applicable notifications.

8.  Turther, in accordance with the Policy, the Federal Government may maintain a uniform
consumer-end tariff for K-Tlectric 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 for K-Electric consumers, under section 7 and 31 of
the Act read with Rule 17 of the Rules, so as to maintain uniform tariff across the country. The
Authority is requested to issue revised Federal Government’s applicable Schedule of Taxiff for
K-Electric Consumers to be notified with effect from 01.01.2026 in the official gazette by way
of modification in SRO No 575(1)/2019 as modified from time to time.

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

proposals as under;

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

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

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

d. Approve the application of Federal Government’s applicable rate as mentioned for K-
Electric consumers by way of tariff rationalization in order to maintain uniform tariff

across the country with effect from 01.01.2026.

e. On the same pattern of XWDISCOs, authorize Power Division to approach NEPRA for
issuance of Schedule of Tariff for K-Electric consumers to extent of Federal Government's
applicable rates only and upon approval of NEPRA, the same may be notified with effect
from 01.01.2026, in the official gazette by way of modification to the extent of Ferenal
Government's applicable rates in SRO No. 575 (1)/2019 as modified from time to time.
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16.

The Authority, in order to provide a fair opportunity'to the Federal Government to present its
case and other relevant stakeholders, decided to conduct a hearing in the matter which was
scheduled on 12.01.2026 at NEPRA Tower Islamabad along with ZOOM. Notice of hearing was
published in newspapers on 09.01,2026 and also 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 taxiff and the actual costs through monthly and quarterly adjustments.

The MoE (PD) presented the following comparison of PPP {excluding UoSC) and its break-up
in terms of EPP and CPP over-the years,
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It was explained that over the years, determined unit sales haye gone down from 113 bkWh in
FY 2023 to projected 101 bkWh in CY 2026, primarily due to influx of solar net metering and
off-grid solar. The capacity of net metering and off-grid solar has increased to 6,539 MW and
12,629 MW (as per the study carried out by PPMC) respectively, which has an impact of
around Rs.3.5/kWh on grid rates. ' ' ‘
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17. The MoE {PD) further stated that total revenue requirement of XWDISCOs for the CY 2026, as
determined by NEPRA, has -decreased by Rs.142 billion, as compared to FY 2025-26, resulting
in reduction of Rs.0.62/kWh in the average base tariff for the CY 2026, While explaining the
reasons, the MoE (PD) highlighted that major reason for reduction in average rate s 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 consimers, as of June 2025. With this shift, the consumption for such subsidized
conswmers has also increased from 8,527 MKWhs in FY 2020-21 to 19,711 MKWhs as of June

2025, as mentioned below;
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19. The MoE (PD) also submitted that despite this change in sales mix, the Federal Government
has decided to maintain the existing applicable tariff for each category of consumers, and out of
“total determined revenue requirement of Rs.3,379 billion, an amount of Rs.248 billion, would
be picked up by the Federal Government as subsidy, as detailed hereunder: - =
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20.  Various commentators during the hearing, raised their concerns about the proposed increase in

tariff by the MoE (PD). 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 Dlscnmmatory Application of Base Tariff Reduction

The recently approved PKR 0. 62 per unit reduction in base tariff has not been passed on to
industrial consumers. This selective withholding is unjustified and discriminatory. When
base costs decline, relief must flow uniformly.

v Bxcessive and Unsustsinable Industrial Cross-Subsidy

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

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

demand behavior.
V’ Penalization of Higher Voltage Consumers
Higher voltage BE’;, 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

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.

¥ M. Rehan Javed, dunng the hearing, reiterated his written comments.

¥ APTMA submitted that the inclusion of cross-subsidy in the off-peak tariff for B3 and B4
industrial consumers renders the tariff uncompetitive in international markets. It was
contended that electricity tariffs in competing regional and global markets range between
5t0 9 US cents per kWh, whereas the prevailing industrial tariff in Pakistan stands at
approximately 12.90 US cents per kW, 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 operatioms,
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 bythe Federal Government

v' Mr. Axif Bllwam also. requested that the peak and Off-peak rates should be abohshed to the
extent of industry.

v' 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

indu_strial t_ariif.
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v Mr. Asghar Khattak submitted that effective CD management remains critical and
emphasized that improved governance and utilization of funds recovered through the PHL
surcharge could help alleviate reliance on cross-subsidization by industrial consumers.

v" Mr. Rehan Javed also submitted that as per CD report for September 2025, thexe 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
getting was appropriate and power sector was performing better.

The MoE (PD) provided its written response on the comments subm1tted in writing as well as
raised during the hearing by stakeholders are as under;

v’ Selective and Discriminatory Application of Base Tariff Reduction

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

by Rs. 0.66/unit.
v’ Excesslve 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-8ide Strategy

The rapid gromh 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 copstumer’s interest.

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

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

The Authority also observed that the Petitioner in its Motion and also during the hearing has
submitred 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 sub31dy of
around Rs.248 billion to different consumer categories during the period.

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

objection in approving the Motion.

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

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

apply the tariff w.e.f. 01.01.2026.




Decision of the Authority regarding motion filed by Federal Government under
Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEFRA (Tari¥ standerds
and procedure) Rules, 1998 with respect to recommentdation of Consumer end tardff

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

Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01,2026,

28.
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Annex-G

| GoP Applicable Schedule of Tariff for K-Electric Consumers

- GoP Applicable Uniform ---un---s===

AT { o Fixed Charges| Fixed Charges | Variable Charges
2 ,;%gf ity (Rs/Con/M) | (Rs/KW/M) | (Rs/KWh)
BLEEIEEN
A-] General Supply Tarlff - Residential
Upto 50 Units (Lifeline) - - 3.95
50-100 Unies (Lifeline) - - 7.74
1-100 unirs (Protected) - - 10.54
101-200 units (Protected) - - 13.01
1-100 units - - 2244
101-200 unles - - 28.91
201-300 units - - 33.10
301-400 unies 200 - 37.99
401-500 units 400 - 40,20
501-600 units 600 - 41.62
601-700 units 80O - 42.76
Above 700 units 1,000 - 47.69
Time of Use
Peak 1,000 - 46.85
Qff-Peak - 4053
BE-1{i} Temporary Residental 2,000 - 57.94
A-Z General Supply Tariff - Commercial
For sanctioned load less than SkW 1,000 - 37.44
Tor sanctioned load SkW & 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 Charging Station (LVCS) - - 23.57
IA3 General Services ] | 1,000 | - 42.48 |
B - Industrial Supply Tariff
- {B-1 tess than 5K¥W / 25 kW (at 400/230 volts) 1,000 - 30.80
Peak 1,000 - 36.74
Of-Peak - - 30.05
B-2 5-500 KXW [ 25-500 KXW (at 400 volus) - 1,250 30.73
. Peak - - 36.68
" Off-Peak - 1.250 2741
B-3 for all loads upto S500KW (at 11, 33kV) - 1,250 3L00
Peak - - 36.68
~ Off*Peak - 1,250 2824
B-4 for all loads (2t 66kV, 132kV and above) - 1,250 30.43
Peak . - - 36.68
Off-Peak - 1,250 27.96
B-5 for all loads (at 220kV & above)’
Peak - - " 36.68
Off-Peak - 1,25¢ 27.13
E-2 (i) Temporary Industrial 5,000 - 42.35



Annex-C

GoP Applicable Schedule of Taciff for K-Electrlc Consumers |
----- GoP Applicable Uniform ----wm-nv--=
Pixed Charges| Fixed Charges | Variable Charges
(Re/Cor/M) | (Rs/KW/M) (Rs./kWh)
C - Bulk Supply Tariff
C~1 For supply at 400/230 Volts
a) Sanctioned load less than SKW 2,000 - 43.39
b) Sanctioned joad 5%W and upto 500KW - 1,250 40,63
Peak - - 46.31 |
Off-Peak - 1,250 37.54
C-2 For supply av 11,33k upro and mc[udmg SOOOkW - 1,250 40.57
Peak - - 46,31
Off-Peak - 1,250 36,03
C-3 For supply at 132 KV and above upto and including S000kW - 1,250 40,77
Peak - - 4531
Of-Peak - 1,250 35.76
E-2 (ji) Temporary Bulk Supply
{a) at 400Volts 5,000 - 46.06
{b)ar 11KV 5,000 - 46.06
D -~ Agriculture Tariff -
D-1 For all loads - 400 28.80
D-2 For all Joads - Time of Use ’ :
Peak - - 29.54
OR- Peak - 400 28.69
B * .sub-total -
G- Publie I.ighting _
|Street Ltght.mg I 2,000 | -] 4291 |
H—- Restdem:lal Colnmes .
IRestdenuaI Colonies attached to Industiial Premises 1| 2,000 | - | 42,10 |

Note: The uniforin GoP applicable rate for prepaid metering category mentioned in Annex-A-1 would also be apphcable to ¥-

BV

*Electric prepaid consumers,




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

No. NEPRA/TRF-626/PESCO-Distribution/2025/ 300 —0 January 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY PESHAWAR ELECTRIC SUPPLY COMPANY LIMITED (PESCO
FOR DETERMINATION OF DISTRIBUTION TARIFF UNDER MYT REGIME
FOR THE FY 2025-26 TC FY 2029-30

Please find enclosed herewith the subject Determination of the Authority (fotal 49 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 WQ&WJCM oA

(Wasim Anwnar 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 and Power Department, Government of Khyber Pakhtunkhwa, I* Floor, A-Block,
Abdul Wali Khan Multiplex, Civil Secretariat, Peshawar

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, Fazi-e-Haq Road, Islamabad

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

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



v 'y Determination of the Authority in che matter of MYT Petition
%ﬂ 955@ of PESCO for Distribution of Power TarifFunder the MYT Regime

e S

National Electric Power Regulatory Authority
{NEPRA)

PETITION NO: NEPRA/TRF-626/PESCO/MYT- Distribution/2025

DETERMINATION OF DISTRIBUTION OF POWER TARIEF PETITION
“ FOR
PESHAWAR ELECTRIC SUPPLY COMPANY LIMITED (PESCO)
FOR. THE FY 2025-26 — FY 2029-30
UNDER
NEPRA TARTFF (STANDARDS AND PROCEDURE) RULES ~ 1998

Islemabad
df‘\’(“\.ﬂ\&"{ t)q’ , 2026
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Determination of the Authority in the matter of MYT Petition

iﬂ%ﬂf BFPESCO for Distribution of Power Tariffunder the MYT Regime
Abbreviations

CoGenCa The summation of the capacity cost in respect of all C?Gencos for a billing period

P P} minus the amount of liquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BoD Board of Director

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

CcpP Common Delivery Point

COSsS Cost of Sexrvice Study

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

CWIP Closing Work in Progress

cY Calander Year (Jan. to Dec.)

DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company

DM Distribution Margin

DOP Distribution of Power

ELR Energy Loss Reduction

ERC Energy Regulatory Commission

ERP Enterprise resowrce planning

FCA Fuel Charges Adjustment

Iy Financial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

HHU Hand Held Unit

HT/LT High Tensjon/Low Tension

HSD High Speed Diesel

IGTDP Integrated Generation Transmission and Distribution Plan
IESCO Istamabad 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

Mo WP Ministry of Water and Power

2|Page




Determination of the Authority in the matter of MYT Pedition

‘%‘-"9‘;41 of BESCO for Distribution of Power Tariffunder the MYT Regime
MVA Mega Volt Amp

MW Mepa Watt

NEPRA Nationa} Electric Power Regulatory Authority
NOC Network Operation Centre

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

OGRA Oil and Gas Regulatory Authority

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

FPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RFO Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

RoE Return on Equity

RORB Return on Rate Base

ROR Rate of Retwrn

SBP State Bank of Paldstan

SOT Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TFC ‘Term Finarice Certificate

TQU 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
U0SsG 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 MYT Peittion
Uz of PESCO for Distribution of Poswer Tariffunder the MYT Regime

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
PESHAWAR ELECTRIC SUPPLY COMPANY LIMITED (PESCO) FOR DETERMINATION
OF DISTRIBUTION TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO FY 2029-30

CASE NO. NEPRA/TRF-626/PESCO/MYT- Distribution/2025

PETITIONER
Peshawar Electric Supply Company Limited (PESCO), WAPDA. House Shami Road, Peshawar.

INTERVENER
Nil

COMMENTATOR
Nil

REPRESENTATIO

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

ot S

teams.
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Determination of the Authoricy in the mateer of MYT Petition

.2
’éﬂﬂ?@ of PESGO for Distribution of Power Teriff under the MYT Regime
i
1. Background
1.1. The Authority awarded a Multi-Year Tariff (MY"I‘) to Peshawar Electric Supply Company

1.2,

1.3,

2.2,

5{Page

(PESCO), for a period of five years starting from 1# July 2021 till 30* June 2025. Upon expixy
of its MYT on 30.06.2025, PESCO (hereinafter also called as “the Petitioner”), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions for the
determination of its Distribution and Supply of Electric Power 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").

PESCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA. Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses. However, the petitions were filed with considerable
delay i.e. on 29.04.2025, and were based on the requested numbers of Investment and T&D
losses. PESCO also requested for grant of interim tariff for the FY 2025-26, in order to allow
for timely rebasing of consumer~end tariff effective July 1, 2025, as considerable time would
be required to finalize the MYT petitions, The Authority acceded with the request of PESCO
and granted an “Interim tariff’, vide decision dated 23,06,2025 for FY 2025-26, subject to
adjustment and/ or refind, based on the final determination of the Authority in the matter
of MYT petitions of the Petitioner,

The Petitioner, inter alia, requested the following costs for its Distribution of power function
for the five years control period;

R IS T Lo Ok s OW (R FAU LA AELE FEGE007228] Y-
Margin ) B
Salaries and berefits Rs. MIn 21,643 23,763 25,208 28,951 32,146
Repair and Matenance Rs, Min 1,511 1,662 1,328 2,011 2,212
Travelling expenses Rs, Min 293 322 354 339 428
Velick expenses Rs, Mln 321 139 493 553 621
Other expense Rs. Ml 257 243 312 343 377
Total O8&M Costs Rs. Mln 24,095 26,469 29,195 32,247 35,784
Depreciation Rz, Mly 5,016 6,044 " 5,761 7.634 8,301
Remurn on Rate Base Rs. Min 9,855 12,648 14,762 16,295 17,014
Gross Distriburion Margio Rs. Min 38,966 45,161 50,718 96,176 61,099
Less: Qtler livoms: Rs. Min {4,308} {4,432) {4,486) {4,:443) {1,275)
Net Ditribution Margin Rs. Min 34,658 40,729 46,232 51,733 56,824
Projected Sales GWh 2,321 9,656 9,581 10,331 10,728
Requested Tanff Rs./XWh 3.72 4,22 4.63 5.01 5.30
Proceedi

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

Hearing in the matter was scheduted on November 03, 2025, for which notlee of admission
/ hearing along-with the title and brief description of the petition was published in the
newspapers on 24.10,2025, and also uploaded on NEPRA website; Individual notices were
also issued to stakeholders/ interested parties. '
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3, Issues of Hearing

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

4.2.

4.3,

5.2,

G|Page

considered during the hearing and for presenting written as well as oral evidence and
arguments;
i. Whether the projected energy purchases and sales are justified?

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

jii, Whether there should be any bifurcatdon of O&M on the basis of controllable and
uncentroilable costs?

iv. Whether the requested/projected amount under heads of Other Income, Deprecations
and RORB based on WACC of 17.05% is justified?

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

vi. Whether the request to allow working capital, Worker welfare fund and cost of open
access & cross subsidy is justified?

vil, Whether there will be any claw back mechanism or not?
vill, Any other issue that may come up during or after the hearing?
Filing Of Objections/ Comments

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

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

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

Whether the projected energy purchases and sales are fustified?

The Petitioner, during the hearing submitted that purchases (GWhs) have been projected to
grow at 29 annually, starting from 11,951 GWhs in FY 2025-26 to 13,091GWhs in FY 2029-
30. The Petitioner highlighted that its actual purchases for the FY 2024-25 remained at
11,013 GWhs. Regarding sales, the Petitioner projected sales of 9,321 GWhs fox the FY 2025-
26 to reach 10,728 GWhs by FY 2029-30 i.e. growth of 3%, The year wise purchases and
sales as submitted by the Petitioner is as undex;

FY 2025-26 |FY 2026-27 |FY 2027-28 |FY 2028-29|RY 2029-30
Purchases (GWhs) [ 11,951 12,226 12,481 12,761 13,091
Sales (GWhs) 9,321 2,656 9,981 10,331 10,728

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

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

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

7. Whether the requested/projected Q&M cost (inclnding new hiring) is justified and what are
the basis for such projections?

8. e there_sh, any bi ion_o on basis a trollab
uncontrollable costs?

8.1. The Petitioner's submitted that its Distribution Margin consists of the following factors:

v’ Operation & Maintenance Expenses
® Operational Expenses:
= Salary, Wages & Other Benefits
¢ Travelling Expenses
« Vehicle Expenses
¢ Other Expenses
* Repairs & Maintenance Expenses
* Other Income
v' Depreciation Expense
v Retwrn on Rate Base
8.2, The Petitioner also stated that sum of its O&M Cost, Depreciation and RORB minus Other
Income results in PESCO’s Distribution Margin, dividing this by the total units sold yields
the average Distribution Margin per XWh, The DM of PESCO for Distribution Licensee for
FY 2023-2024 was Rs. 4.26/kWh and the DM for FY 2025-26 to FY 2029-30 is projected Ra.
3.72/kWh, 4.22/kkWh, 4.63/kWh, 5.01/kWh & 5.30/kWh respectively.

8.3. The Petitioner provided the following head wise justification for the requested amounts;

7iPage
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O&M Expenses

v Q&M expenses include Salaries & Wages, Repair & Maintenance, Travelling, Vehicle
Running and Other Expenses, Based on the impact of increase in inflation, salaries and
other allowances, the Audited O&M Expense for Distxribution (Non-Sale Elements) FY
2023-24 are Rs. 20,577 million and the projections for FY 2024-25 to 2029-30 are as per

detail below:
Ra, in Million,
Distritaatlen of Power Busincas
Mepra Actuy Tariff Contrel Partod Avg for
. Deternion | Base Yeur | TestYear| Y2 Y3 ALl Ys Tardl
Description
200526 | 202827 {2027.20] 2028.27 | 202930 | Control
101415 20H4-2% Parlod
P | Pri | Prej | Proi | Rg P
Sabries end Benefies 0315 11,967 21653 3763| wB28| 28951 | 46| ML
Repar and Manlinance 1433 131 1581 1662) 18281 201 2212 (A1
Traveing Expenses 33 2b %3 kyr] kL) kl: 418 157
ehick Enpenre H3 348 Nl 433 493 553 621 459
Othir Expaes 1) U 57 163 312 k1] 7 34
Grand-Tesal 12537 Mg MRE] 2848 2104 RG] 5T SET
tiinerepsd [Pacreann) L) (s 10% 104 | 1%

v" The Average O&M expense (Rs./kWh) for Tariff Control Period is assessed as under:

Distributlon of Power Business

Mepra Actual Tarlff Control Perled Avg.for

\ Determ'lon | Bass Yoar [TestYear| Y2 Yi [ ¥4 Y5 | Tarlgt

Deteription

202526 [ 2026-27 |2027.28 | 2028.2 | 2029.38 [ Control

H024.25 202425 . Parlod

Pri. | Pk | B | Bt | Pl

Sabiris and Benedits 1,64 241 232 146 25) 240 300 254
Repdrand Mantanance 0.12 0.1% tls 017 018 [tR3) 021 Dis
Traveing Expenses 0.03 0.03 0.03 003] 004 0.04 004 004
Vehick Expesnes 0.02 0.04 .04 0.05 05 0.05 005 005
Crher Expenses 0.02 0.03 0.03 0031 003 [elix 04 003
Grand-Total {.82 245 15 2.7 151 12 3.34 29

v’ Salaries & Wages including employee’s retirement benefits is the major component of
Q&M expense, Since PESCO was incorporated as company in compliance with power
sector reform policy of Government of Pakistan and the WAPDA employees working in
Area Electricity Board Peshawar gradually become employees'of the company in terms
of the Man Power Transition Plan, therefore PESCO had to maintain the GOP pay scales
and the terms of employment for the employees which were prevalent in WAPDA, The
following additional increases are also made by GoP in its annual budget for FY 2024-25
along with various other impacts:

Incrense in Pay owan ounced for
a) Expected increase in salaries (15%).

b) Impact of Additional recruitment,

8|Page
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c) Cost of new hiring is claimed as an additional item as PESCO is operating with only
429 of existing staff against the total sanctioned staff and facing severe shortage of
rasources and if PESCO could not hire required staff the operations of the company
would be unsustainable.

d) Employees Retirement Benefits have been based on the average of annual increase in
the last three years audited figures.

e) Keeping in view the above increases, the Salaries and Wages are based on the Audited
Financial Statement of PESCO for FY 2023-24 and Provisional figure for FY 2024-25
and projected for FY 2025-26 to 2029-30 are as under:

Rs. In Million
. WY 101425 101518 01627 bl k] 016.2% 101934
Dascription
Avdad Hav, Fro} Feol Fro} Pes} tre}
Piy & Alfowanzes 6319 A §674 9598 1584 13420 15,624
Pay & Mlow: [Canract) [3t] 44 B 108 i,188 1,39 1,606
Pay & Allows Daily Wazes) 8 g 10 12 14 15 {9
Ermployee Beefits 0% 3 i £ iU 435 S8
Post-Regirement Benelies 9,47 IL115 %116 9.510 10089 10,42 10810
OtherBerelin 220 2592 2635 21,753 2934 3,106 3520
Total Salaries § Wages 18,075 21,941 244 3,76 245208 | 128951 Ltas

Adjustment mechanism:
v The following adjustment mechanism is proposed:

a. The base year FY 2024-25 does not reflect the true cost rather showing with
employees of 10,122 with sanctioned posts of 24,385 and accordingly factor “N” is
included to account for the new recruitments.

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

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

d. The remaining allowances / benefits may be adjusted on the basis of CPI for
controllable costs and on the basis of actual in case of uncontrollable costs.

e. Anadditional variable “N” may be included to account for the New Hiring (excluding
outsourcing of Services like Bill Distributor, Drivers etc.) against vacant positions and
the same may be indexed as proposed above.

Repair & Maintenance expenses:

v’ Repair and Maintenance expenses have been assumed at around 2% of the net Fixed
Assets in operation. PESCQ has to maintain its old and over loaded system in order to
ensure un-interrupted power supply to the consumers. Moreover cost of material has
also increased due to inflationary pressure, Therefore, Repair & Maintenance
expenditure has been projected for Distribution (Non-Sale Elements) as Rs. 1,511 million
for FY 2025-26, Rs. 1,662 million for FY 2026-27, Rs. 1,828 million for FY 2027-28, Rs.

qudmmf
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2,011 million for FY 2028-29 & Rs. 2,212 million for FY 2029-30. Repair and
Maintenance budget is required for the following:

i. Repair of Power Transformers damaged at Grid Stations and controlling Breakers,

Isolators etc,
ii. Repairs and Maintenance of 5,153 KM Transmission Lines.
iii. Repair & Maintenance of 1,132 Nos 11KV feeders.
iv. Repair & Maintenance of 29,564 KMs HT Lines.
v. Repair & Maintenance of 46,260 KMs LT Lines.
vi. Repair & Maintenance of 109,175 Nos of Distribution Transformers

Repair & Maintenance Cost for Tariff Control Period

v The projected Repair & Maintenance for Distribution of Power Business for FY 2025-26
to FY 2029- 30 is as under:

Rs, in Million
Distribution Business

i d
Avelted Mepn Buse Year Tarit Contre) Paito Avg for
Determ’on TestYar| Y2 Y3} Y4 Y5 Tanltt
Description 201425 | 202516 | 102527 [2025-18 | 20529 [2005-30] Control

. 108 | 12 : . - -
AtuPro, | frol [ Prol. ( Prol. | Prof. | Frel. | Perind
RemirAnd Malntdnince 1[82 141 1.3 LSI0 | L62 | 1A | 20 | 222 | 1845

{increasel(Decrease) ex|  1ox] ] nexf 10w

v’ The average Repair & Maintenance expense (Rs./kWh) for Tariff Control Period is

assessed as under:

Distribution Business

Aulited Hepnn BuseYeur Tacill Control Perlod Avg .ror
Determ'ion TestYeir| Yi ¥3 Y4 Y5 Taniff
pescription Jokas | 102526 | 200527 | 202528 | 202529 | 01538 | Contret
W04 | WM - - R f o
) : Adbre. | Prel. | Prol. | Pre} | Fro) | Pee) | Peried
ReplirAnd Halnenance 016 0,12 G153 (1A 047 0.18 619. | 02 018
[ increasel(Decrease) L ] T

¥ The following adjustment mechanism is proposed;

a. Adjustment in Repair & Maintenance may be linked with the percentage of Fixed
Assets {i.e. 29 of the net Fixed Assets) in operation.

Travelling expenses:
v Travelhng Expenses for Distribution (Non-SaIe Elements) have been pro;ected Rs. 293

10fjPage
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Rs, in Million
Distribution of Power Buslness
Audiied Nepn BaseYerr Tariff Conlrol Perod Avg. for
Deteent'lon TeitYer| Y2 Y3 4 Ys Taiii
Pescription 200425 | 2005.26 |2025-27 | 202528 [2025-29 1202530 Control
Wy | . (A7|201525 |05 B J20B ) S0
ActPro. | Prol | Pro | Prol | Pro). | Prof | Perlod
Travelling Expense 94 35 66 W3 ) A 38 | 44 57
fincrease/{Decreast) 10%) lo%]  I0%| 108 0%

v The average Travelling expense (Rs./kWh) for Tariff Control Period is assessed as under:

Distribution of Power Business
pudited Nepr BaseYeur Tarilf Control Period Asg.for
Detesnilon TegYor] Y2 £ ™ Y5 Tarl
Destripton 00438 | 202526 | 200527 | Ws-B | D5 | 200530 | Centl
o | W ' : : '
AP, | Pro}. Pro} fral. Frol. Frf, | Peflod
Traveling Expensa ] 003 Q03 003 am 0 04 i) ¢H
lncreasel(Dacrease) & & 6% 6% 3]

Adjustment mechanism:

¥" The following adjustment mechanism is proposed:

a. Adjustment in Travelling Expenses may be linked with the CPL

v The Authority's determination of Vehicle Running expenses for FY 2024-25 at Rs. 243
million, with only a marginal 20.8% increase from the determined amount of Rs. 201
million for FY 2023-24, appears much lesser than the prevailing market prices.
Previously, the Authority acknowledged the fact that the increased POL prices will
impact recovery campaigns and consumers services, as the same is required for door to
door surveillance and monitoring as well as providing services to the consumers

- efficiently. In the MYT Tariff Determinations, the Authority relied on the inflationary
increase on General Category (CPI) instead of the Transport Category, despite a
substantial 24,07% increase in transport prices in December 2021, Furthermore, data
from the PSO website indicates a 39% increase in POL prices during FY 2021-22, a 67.8%
increase during FY 2022-23 and a 13.18 % increase during FY 2023-24, consequently,
the actual expenditure for FY 2024-25 is increased against the allocated amount.

¥ Vehicle Running Expenses for Distribution (Non-Sale Elements) were Rs, 169 million
for the FY 2023-24 and projected for Y 2025-26 to FY 2029-30 as Rs, 391 million, Rs.439
million, Rs.493 million, Rs.553 million & Rs.621 million respectively.

halle” q‘
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Vehicle Running Expenses for Tariff Control Period
Rs, in Million

DistrIbution of Power Business
Audlced Nepri Bass Year Tanii Corirol Perlod Avg for
Deseription Delerm'ion TetYar| Y2 ) ¢] 4 Y§ Tarltt
4 22425 | 202536 | 025274200528 2025.2 | 2025-30| Conbrol
WIH Fliks i
Acubra. | Pro | Pral § Fra) ] Prol | Prol. : Perod
Vehicle Expenst 14% H} M3 b 437 153 553 &2l 1%
Hintreasel{Deacréaie) (5] I L L

v The average Vehicle expense (Rs./kWh) for Tariff Contxol Period is assessed as under:

Distribution of Power Business
Autiad Hepra Bse Yo Tarifl Centeol Pariod Az for
. Dewennlon TesYar| Y2 13 T4 s Tanff
Beserptlon 200535 | W26 | WSV | 22528 | 205 | 208530 | Contrad
woy | BHs : : i : o
supm | pol e | R | P | rf { Peiod
Vehltle Expans 05 0.02 o 601 005 005 005 0% LT
Yinressel(Dearsase) 1% % 8% %

Adjustment mechanism:
v The following adjustment mechanism is proposed:
a. Adjustment in Vehicle Running Expenses may be linked with the CPL
Operating expenses;
v Oth-er Expenses include Rent, Rates and Taxes, Utility expenses, communications, office

supplies, professional fees, auditor’s remuneration, outsourced services, management
fees, electricity bill collection expenses etc.

Other Operating expenses for Tariff Control Period

Rs, in Million
Distribution of Power Business
Audited Nepn Base Ve Tasif Control Period Avg, for
Detscny'ion TestYear] Y} T3 4 Y5 Tariff
Descripthon 200425 | 2025-36 1202527 200528 2025.29 | 200530 | Comuel
W00 | 024 : ALl laiCi Lkl e
AcPro. [ Prel ] Prof. | #rof. | Prof. | Pro). | Periad
Other Expense s il 1 157 @] M | W | 3T 314
Hincréasel{Decrease) B oz L L L

v The average Other expenses (Rs./kWh) for Tariff Control Period is assessed as under:

Jstr S
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Distributlon of Power Buslness
Afited Nepn Bass Tair Yarilf Control Petiod Avg fee
Detemiion TewtYeue| Y2 5] T+ 5 Tant
Deseription
0Has | 0536 | w57 §amsas [ 00529 [ w820 | conwed
DM | wa
Ao ] R | Bd | A b Pml Prg. | Pufod
Oier Bxpenie o0 oo oox] o)  nod| oo 09) o a0
KingredigiDereae) i &% & il ® &%
Adjustment mechanisor;

8.4,

13[Page

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

v The Q&M part of Distribution Margin shall be indexed with CPI (component wise).
Accordingly, the Q&M will be indexed every year according to the following formula:
O&Mpey = [O&Mper X (14 (ACPI=X))] + O&Mpepuar + N
Where:
O8M (Rev} is Revised O&M Expense for the Current Year
O&M (Ref} is Reference O&M Expense for the Reference Year which is controllable cost

OBM (Actuzl) is Actual O&M Expense for the Gurrent Year and is uncontrollable cost

*ACP1 fs Change in Consumer Price Index published by Pakistan Bureau of Statistics latest
avaifable on 1% July against the CPI as on I* july of the Reférence Year in terms of percentage
{exeluding pay & allowances snd pension)

X is Efficiency factor and to be allowed to the extent that the actual expenses are Jess than the
determined instead of 309, which is oa a very higher side as CPI is not a true reffection of DISCOs
expenses

N is New Hiring (excluding outsourcing of Services like Bill Distributor, Drivers etc), including
indexation of controllable and un-contrallable costs to account for the expenditure that Is not in
the Base Cost

* Note: Change in CPT may be used component wisé instead of general NCPI, e.g,, for vehicle
expenses, NCPI under transport category should be used or it should be Jlinked with PSO prices.

Qn the issue of conirollable and uncontrollable factors, the Petitioner’s submitted that O3M
expenses are one of the major unknowns for XWDISCOs in Pakistan due to many
uncontrollable factors such as statutory implications arising out of increase in salaries (as
announced by the Federal Government), increase in certain expenses due to growth in
consumer base, this includes increase in maintenance expenses, meter reading expenses,
whereas other expenses are directly linked to the rate of petroleum. The employees' cost
includes costs related to salaries and benefits of all staff (administrative, operational and
security). To ensure an efficient, coordinated, economical distribution system and to build,
maintain and operate system more systematically, it will be employing a highly skilled and
technically proficient team to manage all aspects of the distribution of power to ensure that
all key commercizl interests of all stakeholders are maintained, protected and prioritized.
The O&M cost needs to be bifurcated into controllable and uncontrollable cost components
and the 'Uncontrollable costs' are requested RS ed-up at the end of every year and the
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'Controllable costs' should be indexed every year with CPI change less agreed efficiency
factor, adjustable in last two years, to pass on the benefit of system efficiency to the

consumers.

Controllable cost

The controllable O&M costs are projected by assuming an inflation rate of 10% to 11% for
each year of the tariff control period excluding the base year. The controllable cost during
control period will also increase annually due to new projects (as envisaged in DM) and
accordingly this new addition in per unit base cost of controllable component may be
allowed in the related year in which project is planned to be completed and indexed
subsequently as part of controllable cost component.

Uncontrallable cost

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

The Petitioner provided following detail of its controllable and uncontrollable costs;

Contzollable Costs Uncontrolleble Costs
Travelling Expenses Pay and Allowances — Exdsting
Olfice Supplies & Store handling |Rent, Rate & Taxes
Vehicle Expenses Injuries & Damages
Power, Light & Water Collection Expenses

GCommunication & Postage Legal Charges
Advertising & Publicity Management Fee
Subseription & Periodicals Audit Charges
Misc. Expanses '
Bank Charges
Insurance Premium

The Petitioner during the hearing while reiterating its earlier submissions, presented the
following justification and basis for projected Q&M cost;

» Sglaries & Other Benefits: Increased based on GoP notified increases:
v" FY 2025-26: 10% Ad-hoc Relief allowance & 30% DRA on Basic Pay of FY 2021-22
¥ Cost of new hiring is claimed as an additional item (N Factor)
v’ Cost of outsourcing may be allowed additionally, due to staff shortage (O Factor)

» Post Retirement Benefits; Increased using (1 + GoP Increase) considering recent pension
~ reforms and average growth of the last three years.

* Repair & Maintenance, Traveling Expenses & Other Expenses : In line with (1 + NCPI)
due to escalation in material & service costs and higher travel and lodging costs.

x Vehicle Expenses: Based on (1 + Change in Fuel Rates - PSO) reflecting fuel price

variation linked with PSO rates. q k\oﬁu
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8.10.

8.11.

8.12,

8.13.
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« Inflation: CPI: Other O&M Cost is projected based on NCPL

» X-Factor: Efficiency factor is estimated @ 0% - capped to the extent of the actual expenses
(309 Is on a very higher side as NCPIis not a true reflection of DISCOs expenses)

The Petitioner also, while referring to the recent decision of the Federal government to not
initiate any new hiring, requested the following cost on account of outsourcing of certain
services like Bill Distributor, Drivers etc., during the MYT control period;

Qutsourcing instead of new hiring

Frov, Prop, | - Prel | Prdl Fro
Outsowrcing (Nos) | 3816  5e41|  7327]  8306] 9512
Cost {Min. Rs.) 3,037 4,468 5,029 &,608 1,573

The ‘Authority observed that as per section 31(3) of NEPRA Act, following general
guidelines shall be applicable to the Authority in the determination, modification or revision
of rates, charges and terms and conditions for provision of electric power services;
v “fa) tarifiy should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tarif”

V' (B) tarifi should generally be calculated by including a depreciation charge and a rate
" ofreturn on the capital investment of each licensee commensurate to that earned by
other investments of comparable risk;

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

v (c.;') tariffs should include a mechanism to allow licensees a benefit from and penalties
for failure to achieve the efficiencies in the cost of providing the service and the
quality of service;”

Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Proacess)
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multi-year tariff regime or annual
tariff regime. "Base Year" has been defined as the year on which the annual or muldyear
tariff projection is being made, which may be a historical financial year, for which the
actual results/audited accounts are available, It may be a combination of actual results and
projected resalts 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 Le. from FY
92025-26 to FY 2029-30, and the cost for the FY 2025-26 i.e, test year, is being assessed as
reference cost during the MYT control period, the Authority has decided to consider the
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costs as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base
year.

8.14. The Authority considers that for projectons 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 utlity bears all savings or losses,
i.e. no action is taken by the Regulator, The 2= that the utility shares the savings or losses
with consumers, The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utlity 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,

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

9. Salaries, Wages and Other benefits (excluding post-retirerent benefits)

9.1.  The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petitioner's total O&M costs, excluding therefrom depreciation and RoRB. The Authority
undexstands 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, salaties & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in public sector.

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

9.3, 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.12,469 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.

9.4, Accordingly, the cost of Salaries & Wages (excluding post-retirement benefits, discussed
separately), for both the Distribution and Supply Furictions works out as Rs.14,751 million,
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism prescribed in the ingtant determination.
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‘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 Punctions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits {(excluding post-retirement benefits)
for the FY 2025-26 pertaining to the distribution function works out as Rs.9,735 million.

The assessed Salaries & Wages costs for the FY 2025-26 ie. Rs.9,736 million, shall be
considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant
determination.

Considering the fact that employees of XWDISCOs are hired on Government pay scales,
and any salary increase announced by the Federal Government in the Federal Budget is
applicable on the employees of the Petidoner, 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 adjustment would be allowed as part of PYA in the next indexation/ adjustment
request or tariff determination as the case may be.

Additional Recruitment and Qutsourcing

Regarding additional recruitment, the Authority observed that Salaries & Wages cost for
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for, For future recruitment, the Petitioner during hearing requested to primarily allow cost
on account of outsourcing of certain services, citing the GoP decision that does not allow
for any further recruitments. The Authority understands that ‘any allowing cost upfront
either on account of new hiring or outsourcing, would be unfair with the consumers,
without considering/ analyzing its benefits. The Authority understands that itwillbe ina
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 actuslize the Pay & Allowances cost of the
Petitioner, based on its audited accounts for the relevant year, however, that would only
be to the extent of existing employees. Accordingly, the Petitioner is directed to provide
detail of services actually outsourced during each year or new hiring if any, along-with its
financial impact and benefits accrued, for consideration of the Authoxity, in its subsequent
adjustment/ indexation request, This addresses the concern of the Petitioner regarding
inclusion of an “N” or "O” factor.

Post-Retirement Banefits

Regarding post-retirement benefits, the Petitioner presented that its number of pensioners
have increased by around 18% over the last four years i.e. from 15,518 in FY 2021-22 to
18,371 in FY 2024-25, and Pension expense has also increased to Rs.13,375 million in FY
2024-25, as compared to Rs.6,779 million in FY 2020-21 as detailed below; -
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Description FY 2021-22|FY 2022-23|¥Y 2023-24|FY 2024-25
[Nos. of Pensioners 15,518 16,220 17,688 18,371
1,334 702

Inercase in Nos. 239 229 1,468 683

9% Increase (yoy) 9,40% 4.50% 9.10% 3.90%
Monthly Pension (MInRs.) | 5,792 7,277 8,119 11,189
Commutation (Min Rs.) 987 1,818 1,750 2,186
Total Penslon (MInRs,) [ 6,779 9,095 10,869 18,375
Increase (Min Rs.) 2314 1,774 2506

11.2. The Petitioner accordingly requested the following amounts under the head of post-
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11.5.
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retirement benefits during the MYT control pextod;

Description [FY 2025-26 |[FY 2026-27 [PY 2027-28 |FY 2023-29 FY 2029-30
Pensicn 9,116 9,610 30,088 10,442 10,810
Other Benefits 2,635 2,753 2934 3,206 3,520 |
Total 11,751 12,363 13,022 13,648 14,330

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

XWDISCQCs,

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

In compliance with the Authority's divection, the Petitioner created a separate Fund for
its post-retirement benefits and has also reported balance of the Fund as under;

Min. Rs.
. As of
Pepsion Funds |BY 2023-24|FY 2024-25
Balance 31.1Q.2025
425 1,609 2,745

Here it is pertinent to mention that the Authority in the previous MYT of PESCO, keeping
in view it’s operational performance, in terms of T&D losses and recovery, considered that
allowing provision for post-retirement benefits instead of actual payments, would not be
in the interest of the consumers as any additional amount over & above the actual
payments, would be eaten-up by the inefficiencies of the Petitioner and the Petitioner
would not be able to deposit the excess amount in the Fund. Hence, the Petitioner was
allowed actual payments only, however, if the Petitioner still manages to deposit any
additional amount in the Fund, the Authority may consider to allow the same as PYA in
the subsequent adjustment request.
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terms of recovery, however, for the FY 2024-25, the T&D losses have shown improvement
of around 1%, but remained still well above the targets allowed by the Authority. A
snapshot of PESCO’s pexformance over the last three years is given below;

[Description] 2022-23 | 2023-24 | 2024-25 |

Lasses
Actual 37.54%| 38.14%5| 37.15%
Allowed 20.24%| 19,71%| 19.26%
Recovary
Actual 91.65%| 91,91%[ 91.48%

Target 100,008 100.00%{ 100.00%|

In view of the aforementioned and keeping in view the request of the Petitioner, the
Authority has decided to allow post-retirement benefits for the FY 2025-26, keeping in
view the actual payments as pex the Audited/ provisional accounts of the Petitioner for the
TY 2024-25, (excluding cost associated with HAZECO), and the request of the Petitioner
for the FY 2025-26. Accordingly, the cost of post-retirement benefits being allowed to the
Petitioners for the FY 2025-26, works out as Rs.12,794 million, for both its distribution
and Supply functions.

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 total cost of post-retirement benefits in terms of Distribution and Supply
functions, the eriteria 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.8,444 million.

Additionally, in light of earlier decision of the Authority, to allow the amount deposited
in the Fund as PYA, the Authority has decided to allow an amount of Rs.2,745 million,
deposited by the Petitioner in the Fund. If the Petitioner also manages to deposit any
further amount in the Fund, the Authority may consider allowing the same as PYA in the
subsequent adjustment request,

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

Repair & Maintenance Costs

Regarding Repair and maintenance expenses, the Petitioner has assumed the same at
around 2% of the net Fixed Assets in operation. The Petitioner while justifying its
submissions stated that it has to maintain its old and over loaded system in order to ensure
un-interrupted power supply to the consumers, moreover cost of material has also
increased due to inflationary pressure. Accordingly, the Petitioner projected repair &
maintenance costs as under for both its Distribution and Supply Functions;
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12.2.  TFor the Distribution function only, the Petitioner has requested the following amounts;
Distribution Buskness
Audhed Hepn Buse Yeur Tarlff.Contrcl Perlod Avp. lor
Description Deteemlon TestYer| Y2 ¥3 bk Y5 Tarif
’ aomat | topas |202425 | 200826 [2025:27 202526 |2025.29 202530 | Controf
B Acupro. | Prof. | Prol | Pral. | Pl | Prol, | pertea
RepiirAnd Malmenange 1102 1433 a4 | osie | nesr | tszs | 2om | 22 [ 184S
Sncreas elDecredse) 10% 10%| 163 i0%)  10%

12.3.  The Petitioner provided the following justification in this regard;

v Repair of Power Transformers damaged at Grid Stations and controlling Breakers,
Isolators ete.

v Repairs and Maintenance of 5,153 KM Transmission Lines,

v" Repair & Maintenance of 1,132 Nos 11KV feeders.

v Repair & Maintenance of 29,564 KMs HT Lines.

v Repair & Maintenance of 46,260 KMs LT Lines.

¥ Repair & Maintenance of 109,175 Nos of Distribution Transformers

12.4.  The Petitioner for the adjustment of above costs proposed that this may be linked with the
percentage of Fixed Assets (i.e. 2% of the net Fixed Assets) in operation,

125. The Authority has carefully examined the Petitioner’s request of linking the R&M cost as
a percentage of Net Fixed Assets (NFAs). The Authority, while going through the actual
expenditure incuwrred by the Petitioner on account of R&M during the last three years as
per its audited accounts, observed that the same works out as 0.88%, 1.05% and 1.20% of
the NFAs for the FY 2022-23, FY 2023-24 and FY 2024-25 respectively, Moreover, the
Petitioner has not provided any rationale or working to substantiate its request of setting
R&M as 2% of NFAs except that it has to maintain old and over loaded system in ozder to
ensure un-interrupted power supply to the consumers, and that cost of material has also

increased due to inflationary pressure.

12.6. No doubt that the adherence to service standards and improvement of customer services
is only possible through continuous repair and maintenance of distribution network,
however, at the same time the Petitioner has also requested 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.
Thus, the Petitionet's idea if adopted would result in undue benefit to the Petitioner in the
long run. In addition to aforementioned discussion, the Petitioner's request of annual
adjustment in this zegard is against the very sprit of multiyear tariff regime. The Anthority
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 O8M expenses and other Misc, expenses for the FY 2025-26, as any gain/loss of
the previous MYT control period may not be carried forward in the new MYT.
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Authority has decided to allow an amomnt of Rs.1,541 million under R&M head, for the
Y 2025-26, after incorporating the inflationary impact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply
functions, after excluding therefrom the cost associated with HAZECO. The same is
hereby altowed 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 R8M 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 for the FY 2025-
26 pertaining to the distribution function works out as Rs.1,479 miltion.

The assessed xepair and maintenance cost for the FY 2025-26 i.e. Rs.1,479 million, shall be
considered as the reference cost for working out future xepair 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.

Other Q&M Expenses

Other Q&M expenses include Travelling costs, Vehicle Maintenance and other expenses
i.e. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collecton
Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Outside
Service Employed, Management Fees, NEPRA License Fees, Advertisement & Publicity,
Subscriptions & Periodicals, Representation & Entertainment, Insurance, Bank Charges,
and other miscellaneous expense.

The Petitioner projected its Other O&M casts including Travelling, Vehicle Maintenance
and other expenses as under during the MYT control period for both its distribution and
supply functions;

Mln, Rs,
Tariff Control Parind

Description . Yi Y2 ¥3 Y4 Y5
2025-26 |2026-2712027-28{2028-202029-30

) Prof. Froj. Prof. FPraj. Frof.
Traveling Expenses 410 451 496 546 600
Vehicle Expenses 511 574 644 723 812
Other Expenses 1815 | 1,957 2196 2416 2,657
Grand-Total 2,736| 3,021| 3,336( 38,684| 4,069

For jts Distribution Function, the Petitioner has requested the following amounts;
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Min Rs.
Description Y1 ¥2 Y3 - Y4 Y5
Tarveling Expenges 293 322 354 382 428
Vehicle Expenses 391 439 493 553 621
QOther Expenses 257 283 312 343 377
Grand-Total 941 1.044 1,159 1,285 1,426

13.4, The Petitioner submitted that Travelling Expenses have been projected keeping in view
the new hiring and enhancement of rates by Federal Government and requested that
adjustment in Travelling Fxpenses may be linked with the CPL Similarly, for Other
expenses, the Petitioner also requested to link the same with CPL. _

13.5. TFor Vehicles running expenses, the Petitioner stated that the Authonty in its
determination for FY 2024-25 allowed Vehicle Running expenses at Rs. 243 million, with
only a marginal 20.8% increase from the determined amount of Rs. 201 million for FY
2023-24, which appears much lesser than the prevailing market prices. Previously, the
Authority acknowledged the fact that the inereased POL prices will impact recovery
campaigns and consumers services, as the same is required for door to door surveillance
and monitoring as well as providing services to the consumers efficiently. The Authority
relied on the inflationary increase on General Category (CPI) instead of the Transport
Category, despite a substantial 24.07% increase in transport prices in December 2021,
Furthermore, data from the PSO website indicates a 39% increase in POL prices during
FY 2021-22, a 67.8% increase duxing FY 2022-23 and a 13,18 % increase during FY 2023~
24, consequently, the actual expenditure for FY 2024-25 is increased against the allocated
amount. PESCO during the hearing submitted that it has a fleet of more than 785 vehicles,
most of them have completed useful life of 10 years and need major over hauling, The
financial position of the company doesn't allow to replace the old vehicles. The
Distribution system of the company is spread all over Khyber Pukhtunkhwa. Moreover,
the cost of POL and Spare parts is increasing due to inflation. The Petitioner accordingly
requested that adjustment in Vehicle running expenses may be linked with change in CPI
for transport, and presented the following changes in the prices of POL over the last 07

years;
FY FY FY Y FY ¥ 7
Duiplez %&-ﬁ% A :‘.fn.n Anskiu/l R Ave .::23-“ Amﬁioj = Am.:;gg ]
ol Rl i P G P ik I st I s I st
"‘"(';f;:f,‘;*‘.’;,”m 10459 | 10643 ] -0.40% | 15057 | 41.50% | 2478 | 64.60% | 2789 | 12.60% | 2533. | -a50% | 2661 [ 420
M;:,'ﬁﬁ;gm”d 175 | 10098 -7.30% | 1526 7110 | 2861 o205 | 2764 1 6.0%
?:;f:;gbﬁm) b22 | 1077 | -400% | 14957 _ ; w:‘i, ms -A80% | 2782 @3@5‘:

13.6. The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O8M costs which are to be assessed through NCPI-X formulae for the
tariff control period. Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, except vehicle running expenses, may be linked with CPI
during the entire tariff control period. Accordingly, for assessment of Other O&M costs
for the FY 2025-26, the Authority, keeping in view the cost as per the audited accounts of
the Petitioner for the FY 2024-25, and excluding therefrom the cost associated with
HAZECO, and incorporating therein inflationary impact, has decided to aliow an amount
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. of Rs.2,441 million to PESCO for the FY 2025-26. The said amount of Rs.2,441million is

being allowed for both the Distribution and Supply of Power function for the FY 2025-26.

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

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

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other Q&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the distribution functon works out as Rs.715 million.

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 ratic of 50:50. For future indexation of O&M cost during the MYT control
period, the lower of allowed ORM cost or actual O8M 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-retivement, benefits, shall be considered as reference,

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

PPMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company (the
“PPMC™). DISCOs in support of their request referred to the SRO 1358-1 (2025) dated
29.07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the
implementation of the prioxity areas of the NE Plan, and sirategic roadmap as per the NE
policy. The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be epproved 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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acknowledges PPMC's role in supporting policy, regulatory and tariff affaixs, sector
reforms, privatization, CD management and integrated power and energy planning,

PESCO during hearing requested an amount of Rs.444.46 million, on account of PEPCO/
PPMC Management Fee as under;
. Amount

Period (i Rs,)
Upto 2022-23| 392,862
2023-24 35.49
2024-25 16.016
Totel 444,468

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

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

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

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

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

Whether the requested/projected amount under heads of Other Income, D@recatlons angd
RORB based on WACC of 17.05% is justified?

Depreciation :
The Petitioner has submitted that Depreciation is calculated on the basis of value of
existing Assets plus the additions in assets during the FY 2025-26; actual depreciation for
FY 2023-24 was Rs. 3,448 million. The assets Rmated on strmght Hne method as
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per utility practice i.e. land at 0 %, buildings and civil works at 2%, Plant and machinery
at 3.5%, office equipment and mobile plant at 10% and other assets at 10%.

Based upon these assumptions, the figure for depreciation has been worked as under for
the tariff control period for both the distribution and supply functions;

Distrlbutlon & Supply of Power Buslness

Nepra Tarift Control Perlod Awg. for
Base Year

Determtlon TekYear| W2 Y3 Y4 ¥s Tasiif
202425 | 202526 |2025-27 ] 202520 ) 3025.29 12005-30 | Conirol

ActPro, Prol. Pro|. Prof. Prol. Prol. Perlod

Audied

Duicriptlon

200324 202425

| sInereaselDocrense} 95| 20K 28] 13 ol

For Distribution Function, depreciation has been projected as Rs. 5,016 million for FY
2025-26, Rs, 6,044 million for FY 2026-27, Rs. 6,761 million for FY 2027-28, Rs. 7,634
million for FY 2028-29 & Rs, 8,301 million for FY 2029-30 as detailed below;

Rs. In MHllon

Distrlbutlon of Power Business

Nepra Tariff Cantrol Pedod Avg for
Bast Year i
Determlan TestYear| Y2 hE] e Y5 Tarii
203425 | 2005.26 | 202537 | 102 5-16 | 2025-29 | 2025-30{ Control
ActPro, | FPro), Pro}. | Prol. | Pral. | Pre) | Perled
Deprechilon Expense 3448 4,515 4613 5005 6044 | 6761 | 7434 | 8.3 6754

Nncreasal{Decrense) 9% 20% 12% 12% 9%

Agdited

Description

202324 Wid4-25

The Petitioner has proposed that adjustment in Depreciation Expenses may be linked with
the Gross Fixed Assets in operation.

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

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

Rs. Min
Provisional Capex| PESCO

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

The Authority decided that the above approved Investments are provisionally allowed for
purpose of tariff rebasing and does not include the cost for AMI, APMS, Scanning meters,
Data Centers, etc., the investment in this smart metering area can only be started once DIP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the final decision of DIP of PESCO,
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Regarding the T&D Losses Target, the Authority has decided to provisionally approve the
following losstarget,

|Provisional T&D Loss | PESCO |

FY 2025-26 19.26%
FY 2026-27 19.26%

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&I 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
(Failure to submit study)

FY 2025-26 8.90%
FY 2026-27 8.90%

PESCO

The submitted T&D loss study by an independent third-party shall be considered by the
Authority for revision / firm up of T&D loss Targets for the applicable period in the next
rebasing of the tariff for DISCOs (January 2027) or mid-term (December 2027) review of
the DIP of PESCO, 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 I'Y 2025-26 have been re-worked. Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.4,171 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 depreciztion expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination,

Alfter 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.3,161 million for the FY 2025-26,
Accordingly, the consumers would bear net depreciation of Rs.1,010 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation ¢ost in terms of Distribution and
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Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the Distribution
funetfon works out as Rs.3,754 million,

RoRB

14,16, The Petitioner has submitted that the Authority allowed WACC of 20.4% to PESCO for
the I'Y 2024-25 in its tariff determination for FY 2024-25, against the requested WACC of
21.27%, hence, the same needs to be reconsidered in view of the MYT determination,
wherein adjustments on account of variation in KIBOR is permissible on biannual basis.
PESCO has calculated WACC of 17.05% based on the following calculations:

*Weighted Average Cost of Debt for FY 2024-25 include 3 month’s Kibor plus 2% spread.

By incorporating the above adjustment of ERC, the calculation of WACC and RORB will
be as under: WACC = [14.47% * 30%) + [18.16% * 70%] = 17.05%

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

14.18. PESCO is of the opinion that return should be adequate enough to not only cover the cost
of debt but also to cater for the exchange rate parity as well as reasonable return to the
equity holders. PESCO therefore requested the Authority to allow RORB @17.05%
WACC, including debt as per following caleulations and further projection is also being
made for the tariff control penod

Des:ription

Tapteae L et |0

[Min Rs)[ (03,072 I20.673 |37660 152902 ted,38%

Net Fixed Assets in Operation

4dd: Capital Work In Progress - Closing 8ol |(MInRe}| 47731 | 52813  s3.210 51,525 | 44,981

12,779 12,822 12,800

Less: Cap, WIP.Daposit Pordon. | (MinRs]} 12692 2,865
[MInRs]} 138410 160,621 | 178,093 ] 191,605 196571

Investaent in Fixed Assats

Reguhtory Assets Base

{Mla Rs}] 83,754 |0l.69‘6 V14750 | 124,174 125291

Average Regulatory ‘Assets Ba;e [M'.f-‘-'?,‘ﬂ 72‘?53 72 : .

Rate of Return [S2age] 17.05%

Returh on Rate Base n [Htp_Rs] y 12,3;3 45

14.19. In view thereof, PESCO has requested the following RoRB for both its Distribution and
Supply Business during the MYT control period;
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Distribution & Supply of Power Buslness
Mepra Tarif Control Perind Avg, for
Audited Ba

Deserlatlo e Determ’lon se Year TestYear| Y2 Y3 4 T5 Tarill

cheription soarar | sotegs | 202325 | 202528 |2005.27[2025.28 202529 [2025-30} Control

) ActPro. | Prol. | Frol. | Prol. | Prol. | Prol. | Perlad

RORB 10,3¢0 t5.145 | %.603 | 1238 | 15809 [ 1051 [ 20367 | 20,266 | 17.642

[%lnereasalibocress) 28%| 9% 1750 10%) 4%

For Distribution Business, PESCO has requested the following RoRB during the MYT

control period;

Diseribution of Power Business

Mepra Tarill Cantrol Pedod Axg.dor
Base Year D

Pescrlntion Deternion TestYear| Y2 Y3 T4 Y§ Tarifl

eI 202324 202425 2024.25 | 2035-28 |2025-27 |2025-28 [2028.20 | 2025.30 | Contrel

AttPro. | frol PRy | Pro). | o). § Prol. | Perlod

RORB 83N (2,018 7683 9853 12,640 | 14762 ) 16295 | 12014 ] 14,115

ngreasef{Decraase) 6% 0% 175 10% 1%

Agditeg

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;

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

(c) ariffs should allow licensees a rate of return wiich 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.
Similarly, for recovery of principal portion of debt, the Authority includes a depreciation
charge in the revenue requirement of DISCOs,

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

Cost of Equity;

Ke=Rr + (Rv-Re) x B

Whete;
Rris the risk free Rate

_ Rx is the Market Return
B1s Beta

The cost of debt:

Kd = KIBOR + Spread

Accordingly, the WACC as per the given formula works out as under;

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

The Autherity 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
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applied by regulatory agencies all over the world to estimate the cost of capital for
regulated utilities, Further, a8 peér 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 retuxn on any investment is the sum of the risk-free rate and an extra return
to compensate for the risk, This extra return or 'risk premium’ is the difference between
market rate of return and risk-free rate. Generally, the return on stock market index is
taken as a measure of market rate of return, To have an appropriate measure of the market
rate of return, the Authority analyzed KSE-100 Index return, over a period of 10 years i.e.
FY 2016 to FY 2025. Further, return of different neighboring markets and other
international markets were also analyzed.

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

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

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

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

Cost of Equity;

Ke = 14.47%

The cost of debt is;
Kd=12.64%

WACC=((Kex (E/V)+{Kdx (D/V))
‘Where E/V and D/V are equity and debt ratios respectively teken as 30% and 70%;
WACC = ((14.47% x 30%) + (12.64% x 70%)) = 13.19%

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

under;




1432,

14.33.

14.34.

14.35.

14,36

3{]]Page

Determination of the Authority in the matter of MYT Petition

", D o A
g of PESCOTs¥ Distribution of Power Tariff under the MYT Regime

el 5"%:51 PR 3
DeErpNonbele] NEY. 2

Fixed Assets O/ 137,332 127,168
Addidon . 43,900 13,478
Fixed Assels O/8 " ist292 140,644
Depreclation | saerap 4375
Net Fimd Assels 98,553 95,830
Gapital WIP C/B 22,835 22,631
Fled Assets Ine. WIP [ 121,448 118,561
70
Less: Deferred Credits 52.924 57,008 |

Tatal EB,454 62,473

RAB 55,463
WACC 13.19%

RORB ' 8,614

The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as pex the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Distribution function works out as Rs.6,907
million. .

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

income.

The Authority also-understands that interest payment is an obligatory cash flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position. of the Petitioner, hence the Authority has decided to cover
the risk of floating XKIBOR. 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 Petidoner. If the Petitioner manages to negotiate
a loan below 1.50% spread the entire saubpgdRmld be passed onto the consumers
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spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself. Similarly,
if the Petitioner's total actual cost of debt remains lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA,

Other Income

The Petitioner has submitted that main sources of other income include Interest Income,
Sale of Scrap, Amortization of Deferred Credit, Rental & Service Income etc., whexeas the
Wheeling Charges and Late Payment Suzcharge have been excluded as per declsion of
NEPRA. Accordingly, the Petitioner has projected the following amounts as Other Income
during the MYT control period for both its Distribution and Supply functions;

Distribution & Supply of Power Business

Mepra Tariff Contral Perled Avg, for
Bage Year )

Deternvion TestYear| Y2 Y3 1% 5 Taritf

203425 | 2025-26 1302527 | 2045-28{2025.29 | 2025.20] Centrol

AC/Pro. Pral, Pro). Prof. Fra]. Proj. Period

Audited

Decription

2003525 202425

Other tncome 5,523 5021 =502 5,200 | <6450 | 6530 ] 4488 | 63221 6,309
|.'6In=ru|or(oecreuc) 255 3% 1% % 21%]

The Petitioner has provided the following detail of other income pertaining to the
Distribution Tunction;

Dlstribution of Pewer Business

by Nepra Base Year Turill Convrol Paried Avg for

Betarmian TestYeiry Y2 Y3 Y+ Y5 Tarik

Descriptlon 202125 | 102526 |1005.27 | 162528 | 202529 |1025.30 | Centro!

200)-24 201428 - . - ~ - 0] ceatro

AttPro. { Prol Pm)l. | Prok | Froh | Pl Parlod

Qubar Ingome 42,795 A 3450 | aaded [ da02 [ a8 | a3 [ 005 ] e
tilnereasaf{Decrease) 18 1% 1% -1% A%

Other income is considered to be a negative cost which may include, but not be Hmited
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.

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.6,270 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) and wheeling charges from TESCO for both of its
Distribution and Supply functions. The Petitioner is further directed to provide year wise
detail -of wheeling charges charged to TESCO and the amount actually received from
TESCO in this regard.

The Authority in consistency with its earlier decision, on the issue, has not included the
amount of LPS while assessing the other income for the FY 2025-26, Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only, and in
the event of non-submission of evidence of payment to CPPA (G), the entire amount of
Late Payment charge recovered from consumers shell be made part of other income and
deducted from revenue requirernent in the subsequent year. '
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1442, The total amount of Other Income as worked out above has been allocated in terms of
Disaibution and Supply Punctions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Dlsmbunon function
works out as Rs.4,326 million.

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

15. What will be adjus chenism for e indexation of different components of
revenug reguirem ing the ether there should i factor
Factor)? |
Adjustment Mechanism

15.1. Regarding adjustment mechanism of different components, the Petitioner during the
hearing presented as under;

SRUNBTIONS.

| Opor,& Mate

U Sl n Ower Benets o F ] {1 GoPIncraats} M1 O (Quistintng
s PonRurB:neFu N\ U {1 + GoP Inzrasne)
Annually as {1 ¥ nca)
Orher Opelmln; E"Pem“ R pcl‘ﬁppzﬂd # Foctar 8 T copaed to ot Kot eaprntel

i Depre:l.-ulon [A:I.lul B.-uu) ) Mechanism
:Returr on RAATI9c Bage @Klu-.l 8:\!1!]
- Lesg Other Iheeme

3 "2 Manths KInoR + 1.25%)
"KigoR | N i | Rt 407} oL Berderals ol Pgembene)
Cuadelegs, I0HF

15.2. The Petitioner submitted that O8M component of the Dismibution Margin shall be
indexed with NCPI-X factor, however, efficiency factor "X" has been proposed as zero '0',
caped to actual expenses.

153, The Authonty while assessing the O3(M costs of the Petitioner for the FY 2025-26, has
taken into account the audifed: accounts.of the Petitioner for the FY 2024-25 and the
amount requested by the Peticoner, 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.

15.4. Regarding adjustment 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 NCPI for the relevant year of the MYT control period. The Authority has
further decided to implement the efficiency factor from the 3 year of the control period,
in order to provide the Petitioner with an opportunity to improve its operational
performance, before sharing such gains with the consumers, The O&M part of Distribution
Margin shall be indexed with NCPI subject to adjustment for efficiency gains (X factor).

15.5. Indexation of O&M cost components

15.6. es & d Post-retir Be ; 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
Petmoner, therefore, being 1m~controllable cost, the Salaries & Wages and benefits, would

-

Aok bt
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be actualized, based on the audited accounts of the Petitioner for the relevant year for its
existing employees, as long as they remain in public sector. The {mpact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustment request or
tariff determination as the case may be.

Adjustment Mechonlsm - Salarles, Wages & Othor Benofits

Ruvised Splarios, Wages & Other Eonofis Expenses  w Red, Sglaries, Wegen & Other Benefits x [ 14(GoP Increass or GPI))

‘The allowed Sataries, Wages & Other Benefits may be considered 9 reference cost for furure sdjustmenr,

‘The Authority may consider to allow Gol' inerease till the tlme the DISCOs remain in publlc sector, otherwlse GPI
|indexation may allowed if DISCOs get privatized, .

The allowed emount shall be ectuslized based on Audired sccounts for the relevent year , constdering the same as
uncontrollable cost on part of XWDISCOs.

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

Adjustment Mechsnlim - Actugl Post-retiroment Beaefits puyment

Revited Post-Retiremant Benalits  + = Ref, Pots-retirement Bensfits x [ 14(GoP Increaze or CPI)] -

The allowed Post-Rerement Benele may bo costdercd as reference cast for fulure ad)ustment,
The Authority may consider to sllow GoF imereasa till the time the DISCO: remaln [n publie seeror, otherwise CPI
indexation may allowed !f DISCOs get privasized,

The ellowed amount skall be actuslized bazed on Audited aceounts foe tha relevant yesr , considering the same a3
uncantrollable caat on pact of XWDISCOs,

‘Transportation/Vehicle Running expense portion of O&M cost

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

Vehicle nmmng/'I‘ransportamon expenses {Rev) =
{Vehicle running/Transportation expenses (Ref) x {1 + (Transport index of NCPI)])
Remaining ORM costs will be indexed every year accordmg to the following formula:

‘The reference costs would be adjusted every Year with NCPI-X factor, The X factor would
be applicable from the 34 year of the MYT control period. The Ad}usunent mechanism

would be as under;

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

Whe.re ‘ . -

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

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

16. RORB

16.1. 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 Mechaglsm - RoRB

RORD{Rov) ' =RORB(Ref) x RAB(Rev) f RAB(Ref)

The atfowed ROAR inay be considered as reference cust for future adjustmeat,

tn addition the allowsd RORB for pravipus year will be tried wp based one scrus] lnvestment (maximum cap to the extent of allowed
imvestment)carried ot during that year, Further KIBOR Mucivation on hi-anmual basts aleo subject to adjustment. Further Spread of
1,508 1 allowed a8 madmum cap, ia case DISCOs mansge 1o obtain financing on spread less than 1.5% the same shall be adjusted a8
part ol PYA.

162, In addition, PESCO shall be required 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.

16.3. 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 constumer financed investments), the same would be the Petiticner'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.

164, 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 Petiticner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually, In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner. If the Petitionex manage§ to negotiate
a loan below 1.50% spread, the entire savings would be passed onto the consumers
amually, through PYA. In case of more than one loan, the saving with respect to the
spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself, Similarly,
if the Petitioner’s total actual cost of debt remains lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.

17.  Depreciation Fxpenses:

17.1.  The reference Depreciation charges would be adjusted every Year as per the following
formula; '

DEP (Rev) = DEP (Ref) x GFAIO (Rev)

GFAIO (Ref)
frallh %
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Where: DEP (Rev) = Revised Depreciation Expense for the Current Year
. DEP {Ref) = Reference Depreciation Expense for the Reference Year
GEAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year
GFAJO {Ref) = Reference Gross Fixed Assets in Operation for the Reference Year
In addition, the allowed Depreciation for previous year will be trued up downward,

" keeping in view the amount of investment allowed for the respective year, other than

consumer financed investments. In case, the Petiioner ends up making higher
investments (excluding consumer financed investments) than the allowed, the same would
be the Petitioner's own commercial decision and would not be considered while truing up

 the depreciation expenses, unless due to any regulatory decisions/interventions/approved

plans for which the Petitloner obtains prior approval of the Authority.

O come

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

Adjuvment Mechanlym - Other Income (O

OlRev} aQI{Alowed Provious yoer) + [(:)I(nllowed for previous year) ~
) OT{Actua) previous year)]

The slowed Othor income may ba cansidered os referance cort for future adjustment,
In 2ddition tie allowed Othes Incomp for previous yoar will be wrued up based on actund Other Income during that year

Financlal Charges

The Petitioner also raised the issue of non-provision of mechanism for indexation of
approved investment plan in the MYT 2021-2025, under the head “Financial Charges”.
The Petitioner submitted that unavoidable factors such as natural calamities and inflation-
induced mismatches between the scope and amount of allowed investment. Such approach
could lead to negative consequences for service quality and long-term efficiencies. The
Petitioner therefore requested that indexation mechanism of Investment Plan may be
allowed, considering the NCPI local and NCPI foreign indices for foreign-funded projects
of Distribution Plan of the Petitioner, which is integrated with the 132 XV network
studies, envisages expansion and rehabﬂitauon of the Company network during the 2025-
26 to FY 2029-30.' -

The Authority understands that issue regarding indexation mechanism for the allowed
investment pertains to the investment plan submitted by the Petitioner, for which separate
proceedings are being carried out, therefor.e, the Peuuoner needs to take-up this issue
durmg proceedings of its mvesl:ment plan

Whether the request to allow Working eapital, Worker welfare find snd cost oﬁ_pen
access & cross subsidy is justified?

The Petitioner subsequently vide letter dated 08.08.2025, in continuat'ion' of its

Distribution and Supply Tariff Petitions, submitted certain additional points for

consideration and incorporation in the final MYT determination of PESCO as under;

v Recovery Loss
v Cost of Working Capital

v Worker's Welfare Fund (WWT) '
- ' {A; ollt ! Q%
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v

Other Income
T&D Loss targets
Cost of Open Access and Cross Subsidy

21.2. The Authority noted that issue of Recovery loss pertains to the Supply of power function,
therefore, the same been discussed in the Supply tariff determination of the Petitioner.
Similarly, the issue of T&D losses, being relevant with the DIP and assessment of T&D

loss

es, would be discussed and deliberated in detail in the Investment Plan determination

of the Petitioner.

213, On
v
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the issue of other income, the Petitioner additionally submitted as under;

Liguidated Damages

PESCO recopnizes the importance of maintaining strong incentives for efficient
contract management. Therefore, it is proposed that LDs recovered from FPESCO’s
contractors and suppliers should generally be retained by PESCO in cases where the
Anthority has not approved any cost overruns, time extensions etc., related to those
specific works or projects. For example, if a contractor fails to complete a grid station
upgrade within the agreed timeline and no extension has been approved by the
Authority, the LD imposed on that contractor should be retained by PESCO.

Interest income/ Return on Bank deposits

PESCO submits that the interest income earned on deposits and surplus funds should
not be treated as part of its regulated revenue, This income arises from prudent
financial ‘management and effective cash optimization strategies, rather than from
PESCO's core xegulated activities of electricity distribution and supply. It reflects the
company's efforts to manage liquidity and utilize idle funds efficiently, which is
separate from the operational eosts of providing electricity to consumers, Therefore,
PESCO respectfully requests that it be allowed to retain the interest income on such
deposits, as it does not form part of the revenue derived from regulated operations.
Furthermore, PESCO is contractually obligated to maintain substantial balances in its
Main Collection Account {MCA) under varjous financing and operational agreements.
As no adjustment has been claimed in the working capital component on account of
funds tied up in MCA arrangements, PESCO requests to retain the income generated
from these accounts, In line with regulatory transparency requirements, PESCO will
disclose the interest income from its MCA accounts separately in its audited financial
statements. VWP [

Liabilities written Back/ Ass itten offf Scran Sales:

Financial outcomes resulting from its internal financial management decisions, such
as asset write-offs and liability reversals, are purely commercial in nature and should
not impact consumers. The Authority is requested to consider that assets written off
are part of PESCO's own operational discretion, and any scrap sale proceeds should
not be treated as other income up to the extent of the asset's historical cost. However,
any amount realized from scrap sales exceeding the historical cost may be included as
other income, Similarly, in cases where liabilities are written back and the related costs
were already allowed in the tariff, the coxresponding amount should be included in

other income. W R
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21,4, Regarding LDs from contractors, the Authority has decided to allow PESCO to retain LDs
from its contractors/ suppliers, only in case the Authority does not allow any cost overruns/
fime extensions etc., for the said works. However, LDs recovered from bilateral energy
supply contracts, as per their approved PPAs, if any, shall be adjusted in tariff,

21,5. On the point of liabilities written Back/ Assets written off/ Scrap Sales, the Authority
considers request of PESCO reasonable and has decided that assets written off would be
PESCO's own commercial decisions, for which consumers should not be impacted.
Accordingly, any scrap sale proceeds from such written-off assets shall not be included as
part of other income to the extent of value written off on historical cost basis. However, if

. the amount of scrap sales exceeds the value written off on historical cost basis, the excess
amount shall be included as part of other income. Similarly, for liabilities written-back,
for which PESCO has already been allowed cost in the tariff, the same shall be included as
part of other income,

216. For Interest income/ Return on Bank deposits, the Authority has dec1ded that interest
income on deposits and return on bank deposits to the extent of allowed RoRB and
Depreciation, needs to be retained by PESCO. However, interest income on deposits and
return on bank deposits, excluding interest income on amount allowed to PESCO for RoRB
and Depreciation, shall be passed on to the consumers as part of other income. The
Petitioner therefore shall ensure a separate disclosure of such income in its audited
accounts, In case of failure to disclose such income separately, the entire interest income
shall be adjusted as part of other income.

21.7. Onthe issue of open access and cross subsidy, PESCO submitted as under;

v Tor the purpose of tariff determination, the units served shall include energy supplied
to both regulated and non-regulated (Open Access) consumers, along with any unit
adjustments. It is worth mentioning that in line with Rule 5(2)(c) of the Eligibility
Criteria Rules 2023 notified by the Government of Pakistan as well as Strategic
Directive 88 of the NE Plan, Use of System Charges (UoSC) which include wheeling
charges, open access costs, and cross subsidies should be recovered on a uniform basis
across all consumers, This approach is consistent with the currently uniform applicable
tariff policy and is subject to determination by the Authority. These charges shall be
deducted at actuals while caleulating the revenue requirement for regulated
consumers under the Supply Business,

v Any bilateral contract between a2 Bulk Power Consumer (BPC) and a Competitive
Supplier must ensure the grossing up of BPC demand to include allowed technical
losses as determined by NEPRA for PESCO distribution network. Therefore, the total
demand to be served by the Competitive Supplier for a BPC must factor in these
allowed losses. Any imbalances (shortages or excess energy) shall be recovered or
adjusted from BPCs or their respective Competitive Suppliers in line with applicable
provisions of the regulatory framework.

v The Authority should incorporate the treatment of Hybnd Bulk Power Consumers
(BPCs) within the scope of the upcoming Multi-Year Tariff (MYT) determination. In
line with the principles outlined in NEPRA's Decision on Wheeling Cost dated January
11, 2021, it is proposed that Hybrid BPCs who retains PESCO as the deemed supplier
while partially sourcing power through open access, be levied based on the higher of
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their sanctioned Joad or actual Maximum Demand Indicator (MDI), as outlined in the
regulatory framework PESCO recommends that NEPRA provide clear guidance
regarding the treatment of technical losses and other adjustments under such wheeling
arrangements.

v" Pehur Hydropower Plant (HPP), operating as a Competitive Supplier under the open
aceess regime, supplies electricity to Hybrid Bulk Power Consumers (BPCs) connected
to PESCO's distribution network. In this context, PESCO submits that any bilateral
contract between Pehur HPP and these Hybrid BPCs must ensure that the consumers'
demand is grossed up to include the allowed Jevel of technical losses determined by
NEPRA for PESCO's distribution system, This ensures that the total demand served by
Pehur HPP accurately reflects the losses within the network, Any energy imbalances,
whether shortages or surpluses should be recovered or adjusted from the respective
Hybrid BPCs/ Pehur HPP in accordance with the applicable regulatory framework.

v" Relevant tariff treatment be applied to Pehur HPP in accordance with NEPRA's
guidelines, and respectfully requests the Authority to affirm this classification in the
upcoming Multi-Year Tariff (MYT) determination, This is essential to ensure cost
recovery for the capacity reserved by PESCO to serve such consumers on demand.
Inclusion of this mechanism in the MYT will provide regulatory clarity, financial
stability, and consistency in the treatment of open access consumers during the
ongoing transition to a competitive electricity market,

v" The Authority is requested to recognize that all charges recovered by PESCO on
account of open access including use of system charges, open access costs, cross-
subsidies, marginal pricing, or any other applicable cost shall be adjusted in the
allowed revenue requirement of PESCQ, as per the applicable framework determined
by NEPRA.

On the point of the Petitioner that for the purpose of tariff determination, the units served
shall include energy supplied: to both regulated and non-regulated (Open Access)
consimers, along with any unit adjustments, the Authority noted that tariff would be
designed based on units supplied for the Regulated consumers only, however, any charges
to be recovered by the Petitioner on account of open access, including use of system
charges, open access costs, cross subsidy, marginal price, or any other cost, as per the
applicable framework, would be adjusted in the allowed revenue requirement of the
Petitioner. ' )

Regarding, point of the Petitioner that total demand to be served by the Competitive

Supplier for a BPC must factor in the allowed losses, the same is required to be dealt with
in accordance with the mechanism provided in the approved Market Code.

Regarding recovery of stranded cost en account of open. access, the same are to be dealt
with in accordance with the amended SD 87 of the NE Plan, which clearly states the
frameworks / policy guidelines to be issued by the Federal Government, from time to time,
stipulating the mechanism to deal with stranded costs on account of market liberalization
and open access. It also states that in the event the framework / policy guidelines is not in
field or the quantum of demand allowed for a particular period has been exhausted; or any
person intends to avail open access without the competitive auction process stipulated in
the frameworks / policy guidelines, then the Authority shall, on an applicadon made by




Determination of the Authority in the matter of MYT Petition

g o )
%ﬂsﬂm;‘ SFPESCO for Distrihution of Power Teriff under the MYT Regime

21.11,

21.12.

39 |Page

respective licensee or ISMO (gs the case may be), determine other costs equal to the total
generation capacity charges recovered from the equally placed bulk power consumers of
the suppliers of last resort, either in a volumetric form (KWh) or through fixed charges.
Such costs shall continue to be paid in the said manner till such time as may be reviewed
by the Federal Government as per the procedure Jaid down in the applicable rules.

On the issue of Working Capital, PESCO submitted as under:

v Under the Multi-Year Tariff (MYT) framework, PESCO seeks a formal determination
of the cost of working capital for its supply business for FY 2026, This request is being
made in light of the essential financial resources required to systain uninterrupted
power procurement and supply operations. As a public sector entity, PESCO is
obligated to maintain continuous energy supply to its consumers, which necessitates

. sufficient liquidity to meet operational obligations including payments to generation
and transmission entities prior to the full recovery of costs from end-consumers. The
nature of the electricity supply business inherently involves a significant time lag
between the incurrence of costs and recovery through tariff mechanisms, thereby
creating a genuine and unavoidable working capital requirement,

v" NEPRA has acknowledged and allowed the cost of working capital to K-Electric (KE)
as part of its supply business under the Multi-Year Tariff (MYT) regime. KE's claim
was evaliated and approved on the basis of recognized .operational lags, receivable
build-ups, and the time delays in recovering various cost components stich as Fuel Cost
Adjustments (FCA), Quarterly Tariff Adjustments (QTA), and Annual Adjustments.
NEPRA's determination in this regard, sets a clear regulatory precedent, reinforcing
the fact that the working capital requirement is a legitimate and prudendy incurred
cost essential for the financial sustainability of power suppliers.

v" Accordingly, PESCO submits that it faces similar, if not more pronounced, operational
and financial challenges, particularly in the context of delayed recoveries, payment
cycles of government and public sector consumers, and systemlc lags/ delay in tariff
pass- rhroug’n ‘amelmes @5 - :

The Authority has considered the submissions of the Petitioner in terms of its obligation
to maintain continuous energy supply to its consumers, and also reference made by the
Petitioner to recent KE's MYT determinations for the period from FY 2023-24 to FY 2029-
30. 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 enexgy
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;




21.13.
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Ferhid: - {.____;
Stores end Spazes (3% of GFA} kL1 3%) m
Trade debt (30 days of Revonue Receivably) 30 0.08

Total Current Ascets 6,351
|Carrens Liabllictee 123 [ 6673 423 |
Working Capltal Requlirement 2,117
Less Receipt Against Depost Work 22,134
et Waorking Coplral {20017}
Cost ol deld Tocal 12.000%
Worklng Copltal Cost (2,402

As mentioned in the table above, PESCO’s working capital requirement for the
distribution function has been assessed as Rs.2,117 million. The Authority considers that
receipts against deposit works, being related with distribution network business, are also
required to be accounted for as part of working capital calculations. By including the
amount of receipt against deposit works available with the Petitioner, as per the data
provided by PESCO, its net cost of working capital requirement for the distribution
function works out as negative Rs.2,402 million, based on 3 months KIBOR i.e. 11% +1%
spread as maximum cap subject to downward adjustment in case the actual spread remains
Jower. The same is allowed to PESCQ fox the CY 2026, and is subject to adjustment, as per
the mechanism provided below, once the audited accounts of PESCO for the FY 2025-26

are available.

‘Working capital (Distribution)

Formula for Future Adjustment

Revised cost of working capital = Working capital requirernent &g per given formulax
Cost of debt on alléwed parameters _

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

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

Actualization of Previous year bused on allowed revenue as PYA

Current Assers
- 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
Fmancml Year (excludmg opemng receivables).

- Stores & Spares - Lower 0f 3% of Avg, GFA (opening + closing)/2 or Actual average Stores
& Spares, . GFA based on based on Audited account to the extent of allowed Investment.
- Lower of allowed Cash & hank balance or Actual Cash & Bank Balances (Excludmg

cash/bank balance not meant for O&M expenses)

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

- Receipt against deposit work figure will be actualized based Audited Financial statement
initially and finally based on third party evaluation. - I EC qq
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- Any other amount retained by PESCO

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

upward adjustment of spread is allowed.

Since the amount of receipts against deposit works has been adjusted while working out

the cost of working capital, therefore, any interest earned on such deposits shall not be

adjusted as part of other income, The Petitioner therefore shall ensure a separate disclosure
of such income in its audited accounts. In case of failure to disclose such income separately,
the entire interest income shall be adjusted as part of other income.

On the point of the Petitioner that KE's working capital claim was evaluated and approved
on the basis of recognized operational lags, receivable build-ups, and the time delays in
recovering various cost components such as Fuel Cost Adjustments (FCA), Quarterly Taxiff
Adjustments (QTA), Annual Adjustments, and that PESCO faces similar, if not more
pronounced, operational and financial challenges, the Authority noted that KE has not
been allowed any cost in this context.

The Authority observed that regarding quarterly tariff adjustments, Section 31 (7)(ii) of
the NEPRA Act provides as under: :

‘the Authority may, on a quarterly basis and not Jater than a period of. ﬁﬂeen days, make
quarterly adjustments In the approved tariff... :

Similarly, Section 31(7)(iv} of the NEPRA Act regarding monthly FCAs provides as under:

‘the Authority may, on a monthly basis and not later than a period of seven days, make
adjustments in the approved tariff on account of any varfations in the fiiel charges and
policy guidelines as the Federal Government may issue and, notily the tariff'so adjusted in
the official Gazette.” ‘

Roth clause 31(7} (ii) and 31(7) (iv) are similar in nature. It is settled jurisprudence now

- that the above referred clauses are only directory in nature, whereby no consequential

penalty is provided. The courts have recognized that the time consumed in mandatory
procedural processes, including publication of notices, affording the right of audience to
conswmiers, scrutiny and due diligence of data, coupled with the procedural steps involved
in filing and processing QTA and FCA petitions, inevitably exceeds the time frame
stipulated under Section 31(7) of the Act.

Having said that the Authority endeavors to decide the Petitions/ adjustment requests etc.,
expeditiously after fulfillment of all legal requirements and directions of the superior
courts. Hence, the request of the Petitioner to allow cost of working capital on account of
operational lags; time delays in recovering various cost components such as Fuel Cost
Adjustments (FCA) Quarterly Tariff Adjustments (QTA), Annual Adjustments is not
allowed.

On the issue of Workers' Welfare Fund (WWTE) and Workers' Proﬁt Parnmpatmn Fund
(WPPF), PESCO submitted as under:
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v Workers' Welfare Fund (WWFE) and Workers' Profit Participation Fund (WPFF) are

statutory obligations under applicable federal Jaws and must be recognized as
legitimate costs of doing business. These payments are not discretionary but are
mandatory legal requirements imposed on companies under the relevant labor and tax
legislation. As per Section 4(l) of the Workers Welfare Fund Ordinance, 1971 every
Company shall pay 2% of its profit to Workers Welfare Fund, Extracts of Section 4 of
the above-mentioned act is reproduced as under:

"4, Mode of payment by, and recovery from, industrial establishments. (1) Every
industrial establishment the total income of which in any year of account commencing
o1 or after the date7 specified by the ‘(Federal Government) in the official Gazette in
this behalfis not less than (five) Jakh of rupees shall pay to the Fund in respect of that
year a sum equal to two per cents, ifits total income"

As per chapter I{4)(i) of the Workers Welfare Fund Ordinance, 1971 "total income® is
defined as follows:

i) “Total Income”’ means:

(i) where Retuun of Income is requiired to be filed under this Ordinance, the profit
(before taxation or provision for taxation) & per accounts or the declared
income as per the return of income, whichever s higher; and

(1} -where return of Income is not required to be filed, the profit (before taxation
or provision for taxation) as per accounts or four per cent of the receipt as per
the statement fled under section 115 of the Ordinance, whichever is higher."J"

It is important to note that in the case of Independent Power Producers (IPPs), such
statutory levies are allowed as pass-through items under their respective Power
Purchase Agreements (PPAs). Similarly, NEPRA 'in its MYT determination for K-
Electric has acknowledged this principle and allowed WWF and WPPF a5 pass-
through items, subject to the provision of verifiable documentation.

Gurrently, these costs are not embedded within the allowed O&M cost under PESCO’s
tariff framework. As such, any payments made by PESCO on account of WWF or
WPPF would be borne from the company's allowed return, thereby effectively
reducing the Retwm on Equity (RoE) allowed by the Regulator. This treatment does
not reflect the principle of cost recovery and may adversely impact the financial
viability and investment attractiveness of the DISCO. :

In line with this regulatory precedent, and consistent with the treatment extended to
other market participants, PESCO submits that WWF amounting to Rs. 747 million
for I'Y 2024 should also be allowed on an actual payment basis, subject to verification
through supporting documents and.treated as pass-through components of PYA, to be
reflected in subsequent tariff adjustments, :

21.21. Regarding WWF and WPPF, the Authority observed that the Petitioner is xequired to
make payments on. account of these heads under the law as mentioned here under;
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Workars Welfare Fund

As per Section 4(1) of the Workers Welfare Fund Ordinance, 1971 every Company shall pay
29 of its profit to Worker's Welfare Fund, Extracts of Section 4 of the above meationed act
is reproduced below:
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As per chapter 1{(4)(i) of the Workers Welfare Fund Ordinance, 1971 “total Income” is
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21,22, Since these costs have not been included as part of the allowed O&M cost of PESCO,
therefore, in case PESCO pays any such amount, it would be paying the same from its
allowed returns, thus, effectively reducing its allowed RoE. The Authority also noted that
in the matter of IPPs and K-Electric, the WWE/WPPF payments are allowed as pass
through items. '

21,23, In view thereof, the Authority has decided to allow these costs as pass through, on actual
payment basis, as part of annual PYA, subject to provision of verifiable documentary
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evidences, in the subsequent tariff adjustments. However, in case there is a policy decision
not to allow WWEF or WPPF as pass through costs in future owing to recent negotiations
being carried out with power companies, the Authority may review its decision for PESCO
as well,

Whether there will be any claw back mechagism or not?

Although DISCOs made their submissions on thisissue, however, the Authonty noted that
DISCOs were not able to fully comprehend the issue,

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

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

The MoE (PD) vide letter dated 18.08.2025, submitted that NEPRA determines the
consumer-end tariff for XWDISCOs and K-Electric in accordance with Section 31 of the
Regulation of Generation, Transmission and 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
Sectdoen 31(7) of the Act, The latest. rebasing was notified on July 1, 2025, In accordance
with the Rules read with Part 5 of the NEPRA Determination of Consumer-end Tariff
(Methodology & Process) Guidelines, 2015, the Distribution Companies (DISCOs) are
required to, initiate the tariff determination process by submitting their minimum filing
requirements by January 31¢ of each year. The submission is followed by Authority’s
internal meetings,. public - hearing, tariff determination and notification by the
Government. Keeping in view the recent annual tariff determinations, the rebasing is
notified by the Government in the month of July, each year with effect from 1= July.

The MoE (PD) further mentioned that ds an unfortunate coincidence, the consumets face
high Tuel Charges Adjustments (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 in the consumer electricity bills of summer months which in turn resuls
in unaffordability, public dissatisfaction and nationwide protests in the countfy, The issue
can be streamlined if the timing of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariff increase can be absorbed
in consumer bills. This would result in relatively stable and sustatnable electricity prices
throughout the year. The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the "Guidelines for Detexmination of Consumer End Tariff
(Methodology and Process), 2015' to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

The MoE (PD) submitted that the Cabinet has approved that policy guidelines may be
issued to NEPRA to revise the annual tariff determination pracess timelines by amending
the relevant legal and regulatory {framework in a way that the rebasing is notified with
effect from 1¢ January, each year, after completion of all regulatory proceedings, In this
regard, it is highlighted that NEPRA has already determined Power Purchase Price (PPP)
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references up to June 2026. Projections for the remaining six months will be shared
subsequently.

In light of above and in exercise of powers under Section 31 of the Act, the Federal
Government issued the following policy gufdelines for implementation by NEPRA;

“NEPRA shall revise the annuval tariff determination process timelines by amending the
relevant legal and regulatory framework (puidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from January I* of each year, after completion of all
reguiatory proceedings.”

PESCO also vide letter dated 20,10.2025 submitted that the MoE (PD) vide letter dated
16.10.2025, has conveyed that the Federal Goverrunent has approved the revision of the
annual tariff determination schedule, making it effective from 1% January each year, The
Authority has already determined the Power Purchase Price (PPP) references up to June
2026, accordingly, it is submitted that the references for the remaining period up to
December 2026 may also be determined, in line with the above-mentioned directives.

PESCO further stated that it has already submitted its Multi-Year Tariff (MYT) Petition
for FY 2025-26 to FY 2029-30 for determinaton 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.

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

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

Jul, 26 to Dec. 26
Amount
(M Bs) -

Description

Q& Cost

25,221

Depreciation

3.801

Return on Rate Bage

8,943

Less: Other Income

(3,652)]

34,319
2,031

Distribution Marpgin
Turnover Tax

Prior Period Adjustments 445
Revenue Requirement 36,795

The Authority has considered the guidelines issued by the Federal Government regarding
tariff rebasing to be made effective from 1= January, instead of July each year, The
Authority is cognizant of the fact that rebasing of tariff effective July, if upward, coupled
with high consumption, leads to increase in overall electricity bills during summer
months; thus, adversely impacting DISCOs performance in terms of recoveries and losses.
However, even with re-basing in January, the overall billing impact for the consumers in
summer months would remain same, had the rebasing been made effective from July.
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
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Consumer End Tariff (Methodology and Process), 2015", and the same are now in the
process of notification,

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

-'Aua\;‘ea'my to;

December K
2026

Pay & Allowances (M. Rs] 7,783

Post Ratirement Benefits (Mln. Rs} 7,037
Repair & Maintainance (Mln. Bs] 818
Traveling allowance [Mln. Rs] 159
Vehicle rainlenance [M1nRs] © 173
Other expenses [MIn. Rs) 963
Q&M Cost [Mln. Re.] 16,933
Depriciation [Min. Rs)
RORB |, Re)
O.Income [MIn. Rs)]
Margln [MIn. Ry,)

23.11. TFor the purpose "of rebasmg for the period froti Jan. to Dec 2026 the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PYA, from
Jul. to Dec. 25, based on interim tariff aHowed for the FY' 2025-26, has been adjusted from
the revised assessed rariff for the FY 2025-26, The recovered amount has been calculated
by applying the Rs/KWh rate as pex the interim taviff (to the extent of Distribution &
Supply Margin-and PYA), with the projected unit sales from July to December 2025,

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

23.13. 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, recavery etc., and
provisional revenue requirement being allowed for the six months period i.e, from Jul. to
Dec.26, would be adjusted subsequently, while determining the final revenue requirement
of the Petitioner for the FY 2026-27.

24, Qrder

241, In'view ofthe discussion made in preceding ;;aragraphs and accounting for the adjustments
discussed above, the allowed revenue require of the Petitioner, for the FY 2025-26,
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JuCY 2026 (January 26 to December 26) including upfront Indexation/adjustment for the
period July 2026 to December 2026, to the extent of chstnbuuon fanction is summarized

as under;
" Revised Co
Allowed FY (}A;_l;:r;g
202526 - %L
2§ wsic - DOR . .DOPR.
Units Received {Mkwn) 10,373
Units Sold (M kWh] 8,375
Units Lost - {pikWh] 1,998
Units Lost [} 19.26%
Pay & Allowances {MIn.Rs] 9,736 9,154
Past Retirement Benefits [Mln Rs] 8,444 8,268
Repair & Maintainance [MIn. Rs) 1,479 | *- 1,482
Traveling allowance [MIn. Re] 213 153
Vehicle maintenance [Mln. Rs) 248 247
Other expenses [Mln. Re) 254 1263
O&M Cost * - N | (O 20,343 ' 20,567
Depriciation [Mbn. ke} 3,754 2,996
RORB [Min. Bs} 6,907 5,663
O.Income [Mln. Rs (4,326 {4,217
Margin [Min. Rs.) 26,678 HiL:
Prior Year Adjustment (Mo Rs] -
‘Working Capital [Mln. Bs] {2,402}
Revenue Requirement [MIn. Rs 26,678 22,606
Average Tariff [Rs./EWh] 2.70

24,2, The above assessment has been carried out based on the data/information provided by the
Petitioner, which the Authority believes is correct and factually accurate. In case of any
deviation / misrepresentation ohserved at a later stage, the Petitioner shall be held
responsible for the consequences stipulated under_ the NEPRA Act and rules and
regulations made thereunder. Any consequential adjustment’ if required will be made
accordingly.

24,3. The Petitioner is directed to follow the below tmelines _fo_r ,{sn’d__mission of its future
indexation/adjustment during the MYT control period; '

i Dectlprion ] | ADRISTMENTS/ INDEXATION | TIMELINES |
1S=hriu. Woges & Brrafis
Pasteretiremérs flenels Anrtally 2+ per the methankm givenin the
Obetoperting espersey | (deehiion .
Eﬁﬁ i Requeat to be subiited by Peshéones bn end of uly of
ot 1 overy year, vo vot adjutment f Indextion for the next
Theome o
Relos Year Adusamen . Annually a5 per the mechanam given b the yesr & determinzd & thncly mapser,
J dreiian
KiBOR i - z Dl-Anmaly, a3 per the drclinn
Retern on Equity (ROE} o #dj allowed ovey
|$gmﬁ
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24.4. For determinaton of use of system charges based on the aforementioned revenue

24.5,

24.6.

247,

24.8.

24.9,

24.10.

24.11.

25.

25.1.

26,
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iii.

iv.

requirement the Petitioner is directed to file its use of system charges petitions in line with
applicable documents,

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

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

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

The Petitioner shall ensure that it develops, maintains and publicly makes available, its
investment program for satisfying its service obligations and acquiring & 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 applicab]e-RuJes, Regulations,
orders of the Authority and other applicable documents as issued from time to time.

Sux f Directio
The Authority hereby directs the Petitioner ‘to;

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

Provide the amount of IDC capitalized with its subsequent adjustment request and
reflect the same in its Audited Financial Statements each year.

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

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

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

ooy
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97.  The instant determination of the Authority along-with erder 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
wa; Qo] /A W
Amina Ahined Engr. Maqgfooll Anwar Khan
Member N\ Member
NS
‘Waseem Mulkdhitar
Chairman_
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SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY PESHAWAR ELECTRIC SUPPLY COMPANY LIMITED (PESCQO)
FOR DETERMINATION OF SUPPLY TARIFF UNDER MYT REGIMI, FOR
THE FY 2025-26 TO FY 2029-30

Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 84 pages).

2, The Determination of the Authority alonghwith Annexures, is hereby intimated to the Federal
Government for filing of uniform tariff application in terms of section 31 of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997, The instant determination of the Authority
along-with order part and Annexures, be also notified in terms of Section 31 of the Regulation of
Generation, Transmission and Distribution of Electric Power Aet, 1997, while notifying the uniform tariff
application decision of the Authority..
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Abbreviations
CpGenCap The summation of the capacity cost in respect' of all G?Gencos for a billing period
minus the amount of liquidated damages recejved during the months
ADB Asian Development Bank
AMI Advance Metering Infrastructure
AMR Automatic Meter Reading
BoD Board of Director
BTS Bage Transceiver Station
CAPM Capital Asset Pricing Model
chP Common Delivery Point
COSs Cost: of Sexvice Study
CPPA (G) Central Power Purchasing Agency Guarantee Limited
CTBCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress
CY Calander Year (Jan. to Dec.)
DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company
pM Distribution Margin
DOP Distribution of Power
ELR Energy Loss Reduction
ERC Energy Regulatory Commission
ERP Enterprise resowrce planning
FCA Tuel Charges Adjustment
FY Financial Year
GIS Geographical Information Systemn
GOP Government of Pakistan
GWh Giga Watt Hours
HRU 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 Vol
kW Kilo Watt
kWh Kile Watt Hour
LPC Late Payment Charges
MDI Maximum Demand Indicator
MMBTU One million British Thermal Units
MoWP Ministry of Water and Power
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MVA Mega Volt Amp
MW Mega Watt
NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre
NTDC National Transmission & Despatch Company
o’ Operation and Maintenance
OGRA Oil and Gas Regulatory Authority
PESCO Peshawar Electric Supply Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program
PPA Power Purchase Agreement
PPAA Power Procurement Agency Agreement
PPP Power Purchase Price
PYA Prior Year Adjustment
R&M Repair and Maintenance
RAD Regulatory Asset Base
RE Rural Electrification
RFO Residual Fuel Oil
RLNG Re-gasified Liguefied Natural Gas
RoE Return on Equity
RORB Return on Rate Base
ROR Rate of Return
SBP "{ State Bank of Pakistan
SOT Schedule of Tariff
STG Secondary Transmission Grid
SYT Single Year Tariff
T&D Transmission and Distribution
TFC Term Finance Certificate
TOU Time of Use
TOR Term of Reference
TPM Transfer Price Mechanism
USCF The fixed charge part of the Use of System Charges in Rs./kW/Month
U0SC Use of System Charges ' '
WACC Weighted average cost of capital
WAPDA ‘Water and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
PESHAWAR ELECTRIC SUPPLY COMPANY LIMITED (PESCO) FOR DETERMINATION
OF SUPPLY TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO FY 2029-30

CASE NO, NEPRA/TRF-627/PESCO/MYT-SUPPLY/2025

PETITIONER

Peshawar Electric Supply Company Limited (PESCO), WAPDA House Shami Road, Peshawar,
INTERVENER

Nil

COMMENTATOR
Nil

REPRESENTATION
PESCO was represented by its Chief Executive Officer along-with his technical and financiat
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1. Backgronnd
1.1. The Authority awarded a Multi-Year Tariff (MYT) to Peshawar Electric Supply Company
{PESCO), for a period of five years starting from 1% July 2021 i1l 30* June 2025, Upon expiry
of its MYT on 30.06.2025, PESCO (hereinafter also called as “the Petitloner”), being a
Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions for the
determination ofits Distribution and Supply of Electric Power Tariff under the MYT Regime
for another 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,- PESCO was required to file its new MYT petitians for the Distribution and 'Supply functions
" by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
Investments and target of T&D losses. However, the petitions were filed with considerable
delay i.e. on 29.04.2025, and were based on the requested numbers of Investment and T&D
losses. PESCO also requested fox grant of interim tariff for the FY 2025-26, in oxder to allow
for imely rebasing of consumer-end tariff effective July 1, 2025, as considerable time would
be required to finalize the MYT petitions. The Authority acceded with the request of PESCO
and granted an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26, subject to
adjustment and/ or refund, based on the final determination of the Authority in the matter
cf MYT petmons of the Petmoner
1.3. The Petitioner, inter alia, requested the fo].lovnng Supply cost for its Supply of power
" function for the five years control period;
B S D L B 022 G 2 Y2027 S Y OB B :
Powor Furchue Price + Qs Mln 302,679 305,586 314,229 222,554 : 332,205
Enerpy Clarpes Re. Min 128,551 124,597 128,511 133,262 138,365
Capatity Charges Rs. Min IS7 3 161,617 168,121 171,500 1752904 ] -
Sse of Sysreut Clirges - | Rs.dilm |- 15,726 17,914 17,538 17,732 k7,585
Market Qp Fee Ry, Min 56 b 59 &0 60
[Drecution Buinss Gost | Fa Mia]  346s8] 4079|6232  51738]  56.624]
Bupgply Bialocss Cost : PR N :
Sabiies nnd benafits Repin | 11,101 12188 | 3.4 13849 16,488
Repair opd Makenance Ra. Min 59 . 76 . 83 a1 101
Travelling expnses * Rs, Min 118 129 142 156 172
Yeloek exy Fs, 3l 120 133 152 170 191
Orher exy Bs. My 1,558 1713 1,885 2,073 2,280
Tatal Q&M Cosu Rs. Mla 12,966 14.241 15,704 17,340 19,232
Depreciaton Fs. Ml 557 672 751 a4 922
Rewrnon Rote Base Re My | 2463 3161 3,689 4072 | 4252
Gross Margin . __|R3, Min 15,986 18,074 20,144 22,259 24,408,
{Lessi Orher Tocome C iRe M [ -(1 962}, {2019} {2043 (2023 ° (1949
Met Margin Rs. Min 14,024 16,055 18,101 20,236 22,459
Priot Year Adjstimere « Tax__ |9, Ml 32767 3598 3502 1075 —3.268
Total Revemye Requirement  |Ra. Min | 384,128 366,558 382,364 308,508 415,751
' Projecied Sales GWh 5,321 9,656 9,581 10331 10,728
Req 1 Tagdl Rs./kWh 41,21 38.00 38.31 B8Y.58 38.75
2. Proceedings |
2.1, Intermsof Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such costs has to be made part of the consumer end tariff, therefore, the Authority,
in order to provide an opportunity of hearing to all the concerned parties and to meet the
ends of natural justice, decided to conduct a hearing in the matter.
2.2. Hearing in the matter was scheduled on November 03, 2025, for which notce of admission
/ hearing along-with the title and brief description of the petition was published in the
5{Page \ o
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newspapers on 24.10.2025, and also uploaded on NEPRA website; Individual notices were
also issued to stakeholders/ interested parties.

Issues of Hearing

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

considered during the hearing and for presenting written as well as oral evidence and

arguments;

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

fi. Whether the requested/projected Q&M cost (including new hiring) is ]usnﬁed and what
are the basis for such projections?
iit. Whether there should be any bifurcation of O&M on the basis of controllable and
uncomntrollable costs / factors?
iv. Whether the requested/projected amount under heads of Other Income, Deprecations,
- Tax and RORB based on WACC of 17.05% is justified?
v. Whether the requested PYA is justified?

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

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

vili. Whether the recovery target and provision for bad debt as provided in pettion 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 MD! or Sanction Load or otherwise? Whether there should any Fixed Chaxges on
consimer's categories who are currently not paying any fixed charges?

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

xi. Whether the request to allow recovery loss based on yearly recovery loss % targets, to
be adjusted annually along-with the floor and cap mechanism is justified?

xii, Whether the reguest to allow working capital, Worker welfare fund and cost of open
access & cross subsidy is justified?

xiil, Whether there will be any claw back mechanism or not?
xiv, Ajiy other issue that may come up during or after the hearing?

Filing Of Objections/ Comments

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

During the hearing, the Petitioner was represented by its Chief Executive Officex along—

with its technical &nd financial teams. W\ﬁ) qr
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43. On the basis of pleadings, evidence/record produced and arguments raised during the

5.

5.1

5.2,

6.2.
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hearing, issue-wise findings are given as under.

Whether the requested/projected Power Purchases Price
26 is justified? .

The Petitioner, during the hearing submitted that purchases (GWhs) have been projected to
grow at 2% annually, starting from 11,951 GWhs in FY 202526 to 13,091GWhs in FY 2029-
30, The Petitioner highlighted that its actual purchases for the FY 2024-25 remained at
11,013 GWhs. Regarding sales, the Petitioner projected sales of 9,321 GWhs for the FY 2025-
26 to reach 10,728 GWhs by FY 2029-30 i.e, growth of 3%. The year wise purchases and
sales along-with costs, as submitted by the Petitioner is as under; -

erpy & Cost) for the FY 2025-

FY 2025-26|FY 2026-27 [FY 2027-28 |[FY 2028-28|FY 2029-30
Purchases (GWhs) 11,931 12,226 12,481 12,761 13,091
Sales (GWhs) 9,321 9,656 9,981 10,331 10,728
Cost of PP'P (Mn. Rs.).| 302,678 306,586 314,229 322,554 | 332,205

FY 1024.235 FY 201%-24 FY 200627 FY2021-28 FY 102019 FY 2014.30

Dererlprion oM
Energy Charges emw  VRET DBSSLIMSW RESH (33260 E3865
Capaciey Charges o oy 1RSI IS 11N 7S 175294
Use of System Charges der 1909 6726 34 2R 1R 17,986
Markee Operator Fee (. ¥k 60 .5t 58 k] 60 )]
Pawer Purchate Price (PPP} (Rutkwhy 2558 2533 5.08 5,18 2538 5.8

The Authority noted that PPP is the major component of consumer-end tariff, which
accounts for around 90% of total consumer-end tariff. The Authority has determined the
power, purchases (GWhs) along-with its cost for each of the DISCOs through a separate
decision, therefore, for the purpose of instant decision, the power purchases (GWhs) and
the cost (Mln, Rs.), of the Petitioner, as per the separate PPP decision, have been taken into
account.

Whether the requested MYT for a control period of five yeuxs is justified?

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

The Authority observed the Petitioner has requested for a five years tariff control perlod i.e.
TY 2025-26 to FY 2029-30, in line with its five years investment plan. The Authority also
noted that approval of the investment plan and assessment of T&D losses of the Petitioner
for the five year period is at advanced stage, therefore, to align the investroent vequirements
of the Petitioner, with its tariff determination, which is a too! 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 & conditions, given by the Authority, in the Distribution
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and SoLR license, as modified from time to time, of the Petitioner would be applicable

during the MYT contral peried,

7. Wheﬂ;etﬂlezgggestedlpm'ectedO cost (including new hiring) is justified and what ar
the basis for ojections

8 Wh sho e_any bifisrcatio on_the basis of controllgble and

uncontroliable factors / costs?

8.1. The Petitioner’s submitted that its Distribution Margin consists of the following factors:

v' Operation & Maintenance Expenses
* Operational Expenses:
"« Salary Wages & Other Benefits
« Travelling Expenses
e Vehicle Expenses
Other Expenses
= Repairs & Maintenance Expenses
» Other Income
v Depreciation Expense
¥ Return on Rate Base

8.2. The Petitioner provided the following head wise justification for the requested amounts;

O&M Expenses

v" O%M expenses include Salaries & Wages, Repair & Meintenance, Travelling, Vehicle
Running and Other Expenses. Based on the impact of increase in inflation, salaries and
other allowances, The projections for FY 2024-25 to 2029-30 are as per detail below:

Rs, in M1ilicn
Supply & Dirribuden of Powsr Buslnes (Extslrg)
Hepra Frov Tail Conerd Pecked Avpbor
" Dewrmiion | PasaYewr | TescYew Yi it i Y Tanif
M wes | sues 0536 | 03T | mras | wsae | HN4ge | Ceamel
pg. | mg | P §oPrg ) g [ Peid
52068 1nJ Bin b 3 1604 B naf o ssu| dmssef DM0|  @sn] A%
Kepir wd Hintnnce 1433 1L4)% 1,580 1303 (RS pAL] 113 e
Foaing Exponsar 4 sl 310 44 435 H 0 24
Vit Epanies 0 % 81 1] [ 2] L1F] 853
" ot B penis 1850 1850 7T T T Y Y T
Grand Tatal 4507 AL ] arpesy|  4a71e]  agmm]  4RIEY] sS018] 454N
HrrewiPeerenn)] - 2] 1 W (13 s
Ra, in Million
Supply of Power Buginess
Nepra | Acta Taritt Comrel Period avg for
. Datermilon | Bue Year [TestYear] vz | ¥3 | ¥4 [ ¥5 | Tang
Ceseription
- 202526 | 200527 mms! 202834 § 1039.30 | Conwral
. 202438 | 202435 ) . D | Perted
' Frg. Proi | Preii | Pret | Prei
Schiries and Benefes 10,465 11267 IR0 085 13443 ] L4pe9 | 16480 13514
Repair and Ftimenznge 40 62 &9 75 83 9 101 L}
TrardopEapenen 129 107 ng| 1| ax] s 172 {2E]
Vehicle Expentes 7 107 120 135 152 17¢ 191 154
Oher Expraies 1419 1416 1558  raa| taes| ppr3f 230 1902
Grand Total {L14% 12559 12965 14,241] i5T04| 17240 3,82 15888

Sitncraud{Bocreas) o s | oes | aon | nn bt-; q‘
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v’ Salaries & Wages including employee's retirement benefits is the major component of
O&M expense. Since PESCO was ipcorpqratecl as company in compliance with power
sector reform policy of Government of Pakistan and the WAPDA. employees working in
Area Electricity Board Peshawar gradually become employees of the company in terms
of the Man Power Transition Plan, therefore PESCO had to maintain the GOP pay scales
and the terms of employment for the employees which were prevalent in WAPDA, The
following additional increases are also made by GoP in its annual budget for FY 2024-25
along with various other impacts:

ase i I ces announeed for FY 2025-26:;

é{) Expected increase in salaries (15%).
b) Irﬁpact of Additional recruitment.

¢) Cost of new hiring is claimed as an additional item as PESCO is operating with only
42% of its total sancdoned strength in terms of staff and facing severe shortage of
resources and if PESCO could not hire required staff the operations of the company
would be unsostainable,

d) Employees Retirement Benefits have been Based on the average of annual increase in
the last three years audited figures.

e) Keepiné in view the above increases, the Salaries and Wages are based on the Audited
Financial Statement of PESCO for FY 2023-24 and Provisional figure for FY 2024-25
and projected for FY 2025-26 to 2029-30 are as under:

Rs, In Million
1LY 1435 W16 F.ol Y Wnit W0ie-1% 102230
Dasoription
Autird Frav. Pro} Tre) Fro} Fre} o}
Py & Allowances T 10,953 13,123 15.026 17495 20,303 1437
Pay & Alow: (Cemnst) 983 112 1349 1,555 1,798 2487 248
Pay & Mlow: (Daily Wazs). 1] i 15 W 21 2] 28
Erployee Benaiin 38 »? 477 550 b3 38 80
Past-Retiremant Beneflies (429} 16,816 15792 14,539 [5162 15,798 16354
Other Benefis ' 3362 W | e | e 4438 | 486 | s
Tota Safaries & Wages 28,557 3323 13743 950 - 39680 43,800 48,634

v" New hiring cost

o FY 2026 [ FY 2027 | FY 2028 | FY 2029 | FY 2030
Description 4 ¢
' Prov. Proj. Proj. Prof. Prof. ..
New Hiring (Nos) | 1,620 | 1,015 } 10IS Lol4 | 1,002
Cost (Min. Rs.)* .| 579 573 573 572 571

v PESCO also submitted comparison of its sanctioned strength and actual working strength

is as under:

9[Page
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Description Sanccloned| WOrkIng | o reral % Shortral
Strength Serength
Qualilied Professional 558 gl 167 30%
stalf 23.827 2.731 14,096 59%
Total 24,385 10,122 14,263 58%

Number of Emplayees | Exlsting FY 2016 FY2027 | FYzo0is | FY 2029 | FY 2030
Prol. Prel. Pral Prol. Praj.
I+ Quatified 391 494 494 494 494 494
Profosslonals )
Ergirzers 24 369 369 369 369 35¢
Cehers 97 125 125 125 125 125
‘2, Staff 2,731 18,155 12,170 13,188 14,0 99 15,211
Fechnical 594 6,766 7458 8,144 8,833 9.522
Cleriql 8sa 868 848 " aea 848 858
. Non-Tachaler 2,922 3.52] 3,847 4,173 4498 4,821
3.Toeal(i+2) | 10,022 11,649 12,664 13,679 14,693 15,703
4. Retiremonts 592 532 Alg 384 Ilé 209
5. Net Total (3+4) 9,530 11,087 12,246 13,295 14,377 I5416

v’ Multi~year Tariff requirement has been laid down in the proposal and the rationale used
is that the mumber of consumers in Jan 2024 and Jan 2025 were éompa.fed and the
increase was worked out. The No of retirements in 2026 to 2030 have been subtracted
and new hiring of qualified professionals ‘and staff have been worlced out accordingly.

v" These are only projections based on rationale and may be reviewed in the light of ground
realities for the purpose of change in number or categoxies of staff. Furthermore,
recruitments in PESCO are mostly dependent on the NOC of Govt of Pakistan / Ministry
of Energy (Power Division), However, the then PEPCO has devolved all the matters
regarding HR affairs of DISCOs being processed by the then PEPCO to DISCOs vide
letter dared 14-01-2021 conveying that respective BoDs should exercise the powers of
the MD PEPCO which will bring an opportunity for the Company to proceed for HR
requirements through its BoD against- eritical requrrements as and when considered
necessary or unavoidable.

v PESCO is currently working on strength’ of 10,122 employees approximately out of
which 391 are officers of different grades. The shortage of the staff is the main cause of
losses and system constraints being faced by PESCO at present,

v The backlog of the shortage / situation is that there have bsen relﬁeated ban on
recruitshents imposed by the Govt of Pakistan. Whenever, the ban was lifted, only a
restricted number of staff was allowed for employment and the Company has to suffer
in terms of tralned and quahﬁed staff at all levels. No other means or source of
employment was availed as such it only affected the performance in all sectors

v' There is a gap of at least five years in each recruitment which could not be made as per
requirements / shortage / vacant posts rather only specific (constrained category is
allowed by the Ministry of Power) was appointed. The recrmtment process has been

S e
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hampered by different forums and agencies in the name of investigation etc and the given
opportunities could not be utilized.

v This factor has affected the performance overall of the C‘ompa;ny and that of HR
. particularly because the aging staff could not work at optimal cutput and sometime meet
with fatal / non-fatal accidents which is also embarrassment for the management.

v’ In this regard, a proposal year-wise initially for the year 2026 is projected including Grid
Systern Operation staff which is required for GSO of newly commissioned grids waiting
for minimum required staff, Moreover, such arrangement will continue till Dec 2030.
The concemed authorities are requested for sympathetic consideration in this regard.

v To ensure an efficient, coordinated, economical distribution. system and to build,
maintain and operate the system more systematically, it will be employing a highly
skilled and technically proficient team to manage all aspects of the distzribution of power
to ensure that all key commercial interests of all stakeholders are'maintained, protected
and prioritized, .

A_djuggg.ent mechanism;

v The following adjusfment mechanism is proposed: o _

a. The base year FY 2024-25 does not reflect the true cost rather showing with

employees of 10,122 with sanctioned posts of 24,385 and accordingly factor “N” is
. included ) to account for the new yecruitments, .

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

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

d. The remaining allowances / benefits may be adjusted on the basis of CPI for
controllable costs and on the basis of actual in case of uncontroltable costs.

e. Anadditional variable “N” may be inicluded to account for the New Hiring {(excluding
outsourcing of Sexvicesdike Bill Distributor, Drivers etc.) against vacant positions and
the same may be indexed as proposed above. The cost of new Recruitment is not
included in the Salaries and Wages Cost and is covered through adjustment factor as
variable "N in the O&M adjustment mechanism,

Repaix & Maintenance expenges:

v Repair and Maintenance expenses have beer assumed at around 2% of the net Fixed
Assets in operation, PESCO has to maintain its old and over loaded system in order to
ensure un-interrupted power supply to the consumers, Moreover cost of material has
also increased due to inflationary pressure. Therefore, Repair & Maintenance
expendxture has been projected for Suppl}r Function as Rs 1,580 Million for FY 2025-26,

Ufuas?

11|Page




Determinarion of the Authority in the matter of MY Petition
" oFPESCO for Supply of power Tariff under the MYT Regime

¥ :c-':
=

=
-E_.

i
;
}

-f
A :

Rs.1,738 Million for FY 2026-27, Rs.1,911 Million for FY 2027-28, Rs.2,102 Million. for
FY 2028-29 & Rs. 2,313Million for FY 2029-30,

¥" Repair and Maintenance budget is required for the following:

i. Repair of Power Transformers damaged at Grid Stations and controlling Breakers,

Isolators ete,
ii, Repairs and Maintenance of 5,153 XM Transmission Lines.
iif. Repair & Maintenance of 1,132 Nos 11KV feeders.
jv. Repair & Maintenance of 29,564 KMs HT Lines,
v. Repair & Maintenance of 46,260 KMs LT Lines.
vi. Repair & Maintenance of 109,175 Nos of Distribution Transformers

Repuir & Maintenance Cost for Tariff Control Period

v" ‘The projected Repair & Maintenance for Supply of Power Business for FY 2025-26 to FY
2029- 30 is as under:

Rz, in Million
Supply of Power Business
N i Cont fod A
Audited tpra Base Year Tarill Control Perio YE. ‘ror
Doscription ’ | Deteear'lon TestYear| ¥2 3 ¥4 Y5 Tarilf
. . .27 | 202528 [2025.29 | 20; I
202324 2024.25 .2024 25 | 2025.36 {20252 28 202530 Contrel
. . : . ACUPro, £rel. Frof, Praj, Pro). Pro|. Perlod
Repair And Malntenznge 50 60 &2 69 74 a3 5l 191 &4
hilneronsel{Draeresse) B “10%) [ O LT S 1 10%
Adjustment Mechanism; -

v' The following adjustment mechanism is proposed:

a. Adjistment in Repair & Maintenance may be linked with the percentage of Fixed
Assets (l.e 2% of the net Fixed Assets) in operation.

Traze]]mg Expenses;
v Travelling Expenses for Supp]y of Power have been pro]ected as under

Rs, in, Mﬂlton
Supply of Powar Business
Hepra Tariff Conrel Period Avg, for
Audied Easa Ted
A T Frestrar| va | 13 vi | ¥s | Tart

Dererl :
creriptien 2034-25 | 2025-26 |2025.27 | 2075-28 | 202539 | 202530 | Cemcol

.. 5 ALY PO, Pro). Pra}, Feo} Prof. Prof Periag
Travelilng Expense 70 ) 12% 107 118 129 143 158 172 43
Yinereare{Decraxsn) 104 165 103 10% [+

00334 202425

Adjustment mechanism: -
v The following adjustment mechanism is proposed:

a. Adjustment in Travelling Expen.ses may be linked with the CPL ; . qr

¥ o0y
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. Vehicle ninning expenses;

¥ The Authority's determination of Vehicle Runmng expenses for FY 2024-25 at Rs.320
million, with only a marginal 20.8% increase from the determined amount of Rs.265
willion for FY 2023-24, appears much lesser than the prevailing market prices.
Previously, the Authority acknowledged the fact that the increased POL prices will
impact recovery campaigns and consumers services, as the same is required for door to
door surveillance and monitoring as well as providing services to the consumers
efficiently. In the MYT Tariff Determinations, the Authority relied on the inflationary
increase on General Category (CPI) instead of the Transport Category, despite a
substantial 24.07% increase in transport prices in December 2021, Furthermore, data
from the PSO website indicates a 39% increase in POL prices during FY 2021-22, 2 67.8%
increase during FY 2022-23 and a 13.18 % increase during FY 2023-24, consequently,
the actual expenditure for FY 2024-25 is increased against the allocated amount.

v" The Petitioner also provided analysis of the increase in POL prices for the last four years.

¥ Vehicle Running L‘xpenses for supply of power function have been pro]ected as under;

L@lgﬂ._tmgl_ngjgpenses for Ta.r]f[" Control Penod
*Rs, in Million

Supply of Power Business

*lncreasei{Dacranga)
e N -

Avdied Nepr_a Base Tear Tanm Control Perlod Avg far
Boscriptian Sy (an TeutYear| 72 3 T s Farilf
200824 L 202815 2084035 | Xas5.2s |2025.77 [2015.28 | 202527 |2025 30| Conirel
AcPro, | Prej. Prol. | Prol | #rol. | Frel. | Peried
feehiart Expense | 52, 27 102 110 135 153+ 120 (ki) 154
£2%: 125 125 12% 1)

- Adjustment mechanism; -

v’ The following adjustment mechanism is proposed:

“a. Adjustment in Vehicle Running Expenses may be linked with the CPL

Operating expenses: )
¥ Other Expenses include Rent, Rates and Taxes, Utility expenses, communications, office
supplies, professional fees, auditor’s remuneration, outsourced semces, management
fees, electricity bill collection expenses etc,

v 'Pi'ojected Other expenses for Supply of Power Business for FY 2025-26 to FY 2029-30 is

as under;
Rs, in Million
Supply of Power Business
: i 1 Perle A
Aucited Nepra Bust Yeor Tarifl Cantrol Perled Y .ror
Do seription Caterm'lon TestYear| Y2 Y3 hal Y5 Tarifi
® 200425 | 2025.24 [2025.27 | 2025.2812025.29 ) 2625.30| Controt
‘ ©2023:24 102525
AL Pro, Praj. Prel. Pra]. Prel. Prol, Perlod
Qiher Expanid IL.421 1A% 1,414 . 1.558 1713 1,805 2073 | 23680 1,592
fncreasc/(Decroaie) 195 10 10% 105 10
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Adjustment mechanism;
v Adjustment in Other Operating Expenses may be linked with the CPI.

On the issue of controllable and uncentrollable factors, the Petitioner’s submitted that O&M
expenses are one of the major unknowns for XWDISCOs in Pakistan due to many
uncontrollable factors such. as statutory implications arising out of increase in salaries (as
announced by the Federal Government), increase in certain expenses due to growth in
consumer base, this includes increase in maintenance expenses, meter reading expenses,

.. whereas other expenses are directly linked to the rate of petroleum. The employees' cost

includes costs related to salaries and benefits of all staff (administrative, operational and

. security). To ensure an efficient, coordinated, economical distribution system and to build,

maintain and operate system moye systematically, it will be employing a highly skilled and
technically proficient team to manage all aspects of the distribution of power to ensure that
all key commercial interests of all stakeholders are maintained, protected and prioritized.
The Q&M cost needs to be bifurcated into controllable and uncontrollable cost components
and the 'Uncontrollable costs' are requested to be trued-up at the end of every year and the
'Controllable costs' should be indexed every year with CPI change less agreed efficiency
factor, adjustable in last two years, to pass on the benefit of system efficiency to the

ConsSumers.

Qontrollab]e cost

The, controllable O&M costs axe projected by.assuming an mﬂauon rate of 10% to 119%.for
each year of the tariff control period excluding the base year. The controllable cost during
control period will also increase annually due to new projects (as envisaged in DM) and
accordingly this new addition in per unit base cost of controliable: component may be
allowed in the related year in which project is planned to be completed and indexed
subsequently. as part of controllable cost component. :

Uncgntro]leble cost

W1th regards to uncontro]]able cost different growth rates are pro;ected for d1f’c'erent cost
strearns based on management experience. Uncontrollable cost factors could be affected by
growlh in employee benefits, consumer growth rates and growth in regulatory fee ete. The
unicoritrollable cost will also increase annually due to new projects (as enwsaged n DIIP)
and accordingly projected cost includes impact of new projects.

The Petmoner prowded follovmlg detaJl ofits controllable and uncontrollable costs;

_Controllable Costs Uncont:ollable Costs
Travelling Expenses Pay end Allowancts— Existing
“[Office Supplies & Store handling |Rent, Rate & Taxes
- |Vehicle Expenses | | Injuries & Damages
" [Power, Light & Water Collection Expenses
' |Communication & Postage -~ |Legal Charges '
Advertising & Publicity Management Fee o
" |Subscription & Periodicals  JAudit Charges
: Misc. Expensa'
Bank Charges

*|Insurance Premiesn - - : - . .-mq g
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8.7. The Petitioner during the hearing while reiterating its earlier submissions, presented the
following justification and basis for projected O&M cost;

Salaries & Other Benefits: Increased based on GoP notified increases:

v’ FY 2025-26: 10% Ad-hoc Relief allowance & 30% DRA on Basic Pay of FY 2021-22
v" Cost of new hiring is claimed as an additional item (N Factor}

v Cost of outsourcing may be allowed additionally, due to staff shortage (O Factor)

Post Retirement Benefits: Increased using (1 + GoP Increase} considering recent pension
reforms and avexage growth of the last three years.

Repair & Maintenance, Traveling Expenses & Other Expenses : In line with (1 +NCPD)
due to escalation in material & sexvice costs and higher travel and lodging costs,

Vehicle Exi:enses: Based on (1 + Chenge in' Fuel Rates ~ PSO) reflecting fuel price
variation linked with PSO rates.

Inflation: CPL: Other O&M Cost is projected based on NCPL.

X-Factor: Efficiency factor is estimated @ 0% - capped to the extent of the actual expenses
(30% Is on a very higher sfde as NCPIIs not & true reflection of DISCOs expenses)

8.8. The Petitioner also, while referring to the recent decision of the Federal Government to not
initiate any new hiring, requested-the following cost on account of outsourcing of certain
servicgs like Bill Distxibutor, Drivers etc, during the MYT control pericd;

Outsourcmg mstead of new hlrmg

Outspurelog (Nos) | 3,816 | se4|| 7.327| asos| 95|z.
Cost (Min. Rs.) 3,087 4,488 s,m 6,608 7,513

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

“(4) tarifls should allowlzcensee.s' the recovery of any and all cost prudently incurred
to meet the demansa'ated ﬂeed,s' of their customers Tarift”

v (b) tarfﬁ& .f.ho uid genem’bf be calpu}ateaf bymcludmg a depreciation charge and a rate

Lo of retum dn the capital in Vesauent of eachiffcenseje commensurate to that earned by

15| Puage ' ‘

' atbermvesments of compamb!e sk

V' () tariff should allow licensees 4 rate ofreturn W.&ich promotes continued reasonable
in Veﬂ:mentm eqmpmenr and ficilities J‘bnmproved and efffcient service;

v (d) tarifTs .s‘):ou!d Include a mechanism to aﬂow!xcensees a benefit from ana' pena]ﬂes
for filure to achieve the efficiencies in the cost of providing the service and the

quality of service;”
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8.10. Further, as per NEPRA. determination of Consumer-end-Tariff (Methodology & Process)

8.11.

8.12.

8.13.

8.14.

9.2,
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Guidelines; 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multi-year tariff regime or annual
tariff regime. "Base Yeat" 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 comabination 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 o 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 ate to be treated as controllable costs.

Considering the fact that the- MYT has been filed for a period of five years i.e. from FY
2025-26 to FY 2029-30, and the cost for-the FY 2025-26 i.e. test year, is being assessed as
reference cost during the MYT control period, the Authority has decided to consider the
costs as per the Audited/ provisional accounts of the Petitioner for 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 optigns, one that the utility bears all savings or losses,
i.2, no acton is taken by the Regulator. The 2 that the utility shares the savings or losses
with consumers, The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utility and
its customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next peried to compensate for a deviation
from allowed OPEX in the current penod except for certain allowed ad]ustments in terms
of CPletc, :

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

Salanes. Wages and Other b_e_geﬁts {excluding post-;ggl_'emeng benefits)

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

Considering the fact that the cost for the 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 Petidoner 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
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9.5.
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9.7.
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would be appropriate to account for the actual cost of the base year while projecting
Salaries, Wages and Other benefits for the FY 2025-26, as any gain/loss of the previous
MYT control period may not be carried forward in the new MYT,

The actual total cost as provided by the Petitioner for the FY 2024-25, under Salaries &
Wages (excluding postretirement benefits, discussed separately) is Rs.12,469 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 zallowance of 30%, aJong—mth impact of annual increment

i.e, 5% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding postretirenient bKeneﬁts, discassed
separately), for both the Distribution and Supply Functions works out as Rs. 14,751 million,
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribytion
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism prescribed in the instant determination,

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
'Thus, the cost of Salaries, Wages and other benefits (excluding postretivement benefits) for
the FY 2025-26 pertaining to the Supply function works out as Rs,5,015 million.

The assessed Salaries & Wages costs for. the FY 2025-26 i.e, Rs,5,015 million,:shall be
considered as:the-reference cost for fitture adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant
determination.

Considering the fact 'that employees of XWDISCOs are hired on Government pay scales,
and any salary increase announced by the Federal Government in the Federal Budget is
applicable on the employees of the Petiioner, 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 adjustment would be allowed as part.of PYA in the next mde.xanon/ adjustment
request ox; tariff determination as the case may be.

' Additional Recruitment and Outsnmcmg

Regarding additional recmnnent, the Authonry obSewed that Salaries & Wages cost. Eor
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for. For futwré recruitment, the Petitioner during heanng requested to primarily allow cost
on account of cutsourcing ¢ of certain services, ¢iting the GoP decision that does not allow
for any l'urther recmltments The Authority undetstands that any allowing cost, upfront
either oh account of new hiring or outsourcing, would be unfair with the consumexs,
without con51der1ng/ analyzing its beneﬁts The Authority understands that it willbein a
better position to adjudicate on the issue, once the Petitioner provides details of actual cost
iricurred 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
Petmoner, based on its audated accounts for the relevant year, however, that would only

q“
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be to the extent of existing employees. Accordingly, the Petitioner is directed to provide
detail of services actually outsourced during each year or new hiring ifany, along-withits
financial impact and benefits accrued, for consideration of the Authority, in its subsequent
adjustment/ indexation request, This addresses the concern of the Petitioner regarding
inclusion of an "N* or “O" factor,

Post-Retirement Benefits

Reparding post-retirement benefits, the Petitioner presented that its number of pensioners
have increased by around 18% over the last four years i.e. from 15,518 in FY 2021-22 to
18,371 in FY 2024-25, and Pension expense has also increased to Rs.13,375 million in FY
2024-25, as compared to Rs.6,779 million in FY 2020-21, as detailed below;

Description FY 2021-22(FY 2022-23| FY 2023-24|FY 2024-25
Nos. of Pensioners 15,518 16,220 17,688 18,371
. 1,334 702

Increase in Nos. ~2%% 9 1,468 683

9% Increasc {yoy) 9.40% 4.50% 9,10% 3.50%
Monthly Pension (MinRs.) | 5,792 2,277 9,119 11,188
Commutation (Min Rs.) 087 1,818 1,750 2,186
Total Penston (Min Rs.) 6,779 5,095 10,869 13,375
Increase (Mln Rs.) 2,316 1,774 2,506

The Petitioner accordingly requested the following amounts under the head of post-
retirement benefits during the MYT control period,;

Deseription |FY 2025-26|FY 2026-27 |BY 2027-28 [RY 2028-29 |RPY 2029-30
Pension 2,116 9,610 10,088 10,442 10,810
Qther Benefits 2,635 24,753 2,934 3,206 3,520
Total 11,751 12,363 13,022 13,648 14,330

The Authority noted that head of post-retirement benefit includes employees’ pension,
free electricity and medical facility, The Authority 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 here that the Authority in its previous determinations,
considering the overall liquidity position in the power sector and in order to ensure that
XWDISCOs fulfil their legal obligations with respect to the post-retirement benefits,
directed the XWDISCOs to create a separate fund in this regard. The rationale behind
creation of separate fund was to ensure that DISCOs record their liability prudently as the
funds would be transferred into a separate legal entity, which would also generate its own
profits, as it would be kept separate from the Petitioner’s routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariff in longer run.

In compliance with the Authority's direction, the Petitioner created a separate Fund for
its post-retirement benefits and has also reported halance of the Fund as under;
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Mln, Rs.
Pension Funds |FY 2073-24|FY 2024-25| A8 O
Balance 31.10.2025
425 1,609 2,745

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

The operational performance of PESCO over the last three years has remained stagnant in
terms of recovery, however, for the FY 2024-25, the T&D losses have shown improvement
of around 1%, but remained still well above the targets allowed by the Authority. A
snapshot of PESCO’s performance over the last three years is given below;

[Deseription] 2022-23 | 2023-24 | 2024-25 |

Losses

Actual 37.54%| 38.14%| 37.15%

Allowed 20,24%;  19.71%] 19.26%
Recovary

Actual 91.65%| 91.91%] 91.48%

Target 100.00%|_ 100.00%| 100.00%

In view of the aforementioned and keeping in view the request of the Petitioner, the
Authority has decided to allow post-retirement benefits for the FY 2025-26, keeping in
view the actual payments as per the Audited/ provisional accounts of the Petitioner for the
FY 2024-25, (which also includes costs associated with HAZECQ), and the request of the
Petitioner for the FY 2025-26. Accordingly, the cost of post-retivement benefits being
allowed to the Petitioners for the FY 2025-26, works out as Rs.12,794 million, for both its
distribution and Supply functens.

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 total cost of post-retirement benefits in terms of Distribution and Supply
functons, 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.4,350 million.

Additionally, in light of earlier decision of the Authority, to allow the amount deposited
in the Fund as PYA, the Authority has decided to allow an amount of Rs.2,745 million,
deposited by the Petitioner in the Fund, If the Petitioner also manages to deposit any
further amowunt in the Fund, the Authority may consider to allow the same as PYA in the

subsequent adjustment request.
Ingh ’QXF
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increases announced by the Federal Government, therefore, being an un-controliable cost,
the Authority has decided to actualize the post-retirement benefits cost of the Petitioner
for the relevant year, based on its audited accounts. The impact of any such adjustment
would be allowed as part of PYA in the next indexation/ adjustment request.

Repair & Meintenance Costs

Regarding Repair and maintenance expenses, the Petitioner has assumed the same at
around 2% of the net Fixed Assets in operation. The Petitioner while justifying its
submissions stated that it has to maintain its old and over loaded system in order to ensure
un-interrupted power supply to the consumers, moreover cost of material has also
increased due to inflationary pressure, Accordingly, the Petitioner projected repair &

maintenance costs as under for both its Distribution and Supply Functions;
L ity

Sl Mepra Tarilf Controf Pariod

Detenmjon L7 i ¥4
202526 | 202627 | 2027-28 | 202029 | 202930

102425 el oy

Repalr and Matntenanea | 1493 [ 1470 ! 1,580 ] 1238 tshl 2,102 2313

For the Supply function only, the Pettioner has requested the following amounts;

Supply of Power Business

Avged thd? Bare Year Tirdl Contral Ferlod Avg, Ifor
Duisrption Cerm'ssn Tenrer] Yi T3 ™+ T3 Tarilf
202324 203415 203428 | 2038-26 [2025.27 | J025.28 |2025:27 | 102530 | Cariral
Astibre. Prof, Prel. Frol. Fren ] Proj. | Feried
Repar And Haintenance 50 40 61 &5 Th B3 ]| 108 o)
NingeeraaifCracrease) 184 16% g5 L] 19%

The Petitioner provided the following justification in this regard;

v' Repair of Power Transformers damaged at Grid Srations and controlling Breakers,
Isolators etc.

¥ Repairs and Maintenance of 5,153 KM Tyransmission Lines,

v' Repair & Maintenance of 1,132 Nos 11KV feeders.

v Repair & Maintenance of 29,564 KMs HT Lines.

v Repair & Maintenance of 46,260 KMs LT Lines.

v’ Repair & Maintenance of 109,175 Nos of Distribution Transformers.

The Petitioner for the adjustment of above costs proposed that this mey be linked with the
percentage of Fixed Assets (i.e. 2% of the net Fixed Assets) in operation.

The Authority has carefully examined the Petitioner's request of linking the R&M cost as
a percentage of Net Fixed Assets (NFAs), The Authority, while going through the actual
expenditure incurred by the Petitioner on account of R&M during the last three years as
per its audited accounts, observed that the same works out as 0.88%, 1.05% and 1.20% of
the NI'As for the FY 2022-23, FY 2023-24 and FY 2024-25 xespectively. Moreover, the
Petitioner has not provided any rationale or working to substantiate its request of setting
R&M as 2% of NFAs except that it has to maintain old and over loaded system in oxder to
ensure un-interrupted power supply to the consumers, and that cost of material has also
increased due to inflationary pressure,
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is only possible through continuons repair and maintenance of distribution network,
however, at the same time the Petitioner has also requested 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.
Thus, the Pettioner idea if adopted would result in undue benefit to the Petitioner in the
long run, In addition to aforementioned discussion, the Petitioner's request of annual
adjustment in this regard is against the very sprit of multiyear tariff regime, The Authority
also is of the view that since the previous MYT of the Petitioner has ended on 30.06,2025,
therefore, it would be appropriate to account for the actual cost of the base year while
projecting O&M expenses and other Misc, expenses for the FY 2025-26, as any gain/loss of
the previous MYT control period may not be carried 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.1,541 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply
functions, after excluding therefrom the cost associated with HAZECO. 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 for the FY 2025-
26 pertaining to the Supply function works out as Rs.62 million.

‘The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.62 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 R8&M expenses, the same may be disclosed separately in
the financial statements. The Authority may consider to revise the R&M assessment of the
Petitioner, based on such disclosure/certification.

Other O&M Expenses

Other O&M expenses include Travelling costs, Vehicle Maintenance and other expenses
Le. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collection
Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Outside
Service Employed, Management Fees, NEPRA License Fees, Advertisement & Publicity,
Subscriptions & Perjodicals, Representation & Entertainment, Insurance, Bank Chazges,
and other miscellaneous expense.

The Petitioner projected its Other O&M costs including Travelling, Vehicle Maintenance
and other expenses as under during the MYT control period for both its distribution and
supply functions;
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Min Rs.
‘Tariff Contral Perod
Deseription Y1 ¥2 13 ¥4 ¥3

2025-26 12026-27 | 2027-28|2028-29[2029-30
Praj. FProyj, Frof. FProf. Prof.

Traveling Expenses 410 451 496 546 600
Vebhicle Exponses 511 574 G4 723 812
'Cthor Expenses L8150 1997F 2196) 2416( 2.657

Grand-Total 2,736| 3,021| 3,336| 38,684] 4.069

13.3.  For its Supply Function, the Petitioner has requested the following amounts;
Min. Rs,

Tarlff Control Perfod
Desexiption Y1 Y2 Y3 Y4 Y5
2025-26 |2026-2712027-28| 2028-20 [2029-30
Frof. FProf FProf, Frof. FProjf,

Travaling Expensos 118 129 142 156 172
Vehicle Expenses 120 135 152 170 193
Other Exprmscs 1558 1,713] 1.885 2073] 2,280

Grand-Total 1,796 1,877] 2,179 2,305] 2643

13.4.  The Petitioner submitted that Travelling Expenses have been projected keeping in view
the new hiring and enhancement of rates by the Federal Government and requested that
adjustment in Travelling Expenses may be linked with the CPI. Similarly, for Other
expenses, the Peritioner also requested to link the same with CFI,

135. Tor Vehicles running expenses, the Petitioner stated that the Authority in its
determination for FY 2024-25 allowed Vehicle Running expenses at Rs. 243 million, with
only a marginal 20.8% increase from the determined amount of Rs, 201 million for FY
2023-24, which appears much lesser than the prevailing market prices. Previously, the
Authority acknowledged the fact that the increased POL prices will impact recovery
campaigns andl consumers services, as the same is required for door to door surveillance
and monitoring as well as providing services to the consumers efficiently. The Authority
relied on the inflationary increase on General Category (CPI) instead of the Transport
Category, despite a substantial 24.07% increase in transport prices in December 2021,
Furthermore, data from the PSO website indicates a 39% increase in POL prices during
FY 2021-22, a 67.8% increase during FY 2022-23 and a 13.18 % increase during FY 2023-
24, consequently, the actual expenditure for FY 2024-25 is increased against the allocated
amount. PESCO during the hearing submitted that it has a fleet of more than 785 vehicles,
most of them have completed useful life of 10 years and need major over hauling. The

. financial position of the company doesn’t allow to replace the old vehicles. The
Distribution system of the company is spread all over Khyber Pukhtunkhwa, Moreover,
the cost of POL and Spare parts is increasing due to inflation, The Petitioner accordingly
requested that adjustment in Vehicle running expenses may be linked with change in CPI
for transport, and presented the following changes in the prices of POL over the last 07

years;
T 0 7 FY Y T T
,"{”_ JErJ Feer Gup) thin Ler {yay) L Toex fioyd o Joer fyoy} [ focz (o) . ocr (rapd
"“;;f;:;j‘;;;f‘“"‘ 10669 | 106,43 | 00w | 15057 | 150w | 278 | tsom | a9 [ rnew | msa | -ssom | assa | 42w
hreosge e S | ps (1038 | <200 | 1anas BoA | 520
IAvesgePOL Bt ) 1na | 0r [ hoos | 1090 |13 (a3 s | -aao
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expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the
tariff control period. Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, except vehicle running expenses, may be linked with CPI
during the entire tariff control period, Accordingly, for assessment of Other O&M costs
for the FY 2025-26, the Authority, keeping in view the cost as per the audited accounts of
the Petitioner for the FY 2024-25, and excluding therefrom the cost associated with
HAZECO, and incorporating therein inflationary impact, has decided to allow an amount
of Rs.2,441 million to PESCO for the FY 2025-26. The said amount is being allowed for
both the Distribution and Supply of Power function for the FY 2025-26.

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

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

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O8M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&IM costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O8&M expenses
for the FY 2025-26 pertaining to the Supply function warks out as Rs.1,726 million,

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

1f the actual Q&M cost for the previous year, as referred above Is not available at the time
of projecting next year's O&M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism, Once the audited
account for the previous year are available, the already projected O&M cost shall be
reworked based on lower of allowed cost or actual O&M cost of the previous year. Any
adjustment in this regard, if required, shall be made part of PYA, In addition, the allowed
08M cost shall also be adjusted based on mechanism provided in the instant
determination. The Petitioner is also directed to disclose its OBM costs in terms of
distribution and supply functions separately in its audited accounts.

P ee

Here it is pertnent 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

3




oy Determination of the Authority in the matter of MYT Peritiou
iﬂf}é of PESCO for Supply of power Tariff under the MYT Regime

13.13,

13.14.

13,15

13.16.

13.17.

13.18.

24|Page

decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a "designated entity” for the
implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE
policy. The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from time to time, The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs.

Tt has also been submitted that clause 34(f) of the IMF Country Report cleaxly

acknowledges PPMC’s role in supporting policy, regulatory and tarlff affairs, sector
reforms, privatization, CD management and integrated power and energy planning,

PESCO during hearing requested an amount of Rs.444.46 million, on account of PEPCO/
PPMC Management Fee as under;
. Amount

Period (Mia Rs.)
Upto 2022-23 | 392.962
2023-24 35.49
2024-23 16,016
Total 444,468

The Authority noted that the National Elecricity 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 mattexs, sector reforms,
privatization, CD management, and integrated power and energy planning,

However, the Authority is of the view that it would be in a better position to adjudicate
the matter, once the DISCOs provide detalls of the actual ¢osts incurred and the functions/
services performed as designated entity for DISCCs and others, duly substantiated with
documentary evidence and justifications,

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

On the submissions of the Pettioner, to allow certain costs as uncontrollable, the
Authority noted that as per the approved tariff methodology, Power Purchase Price is the
only uncontroliable cost which is allowed a pass through item. However, considering the
fact that XWDISCOs employees are hived 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 sectox,
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15. Depreciation

15.1. The Petltioner has submitted that Depreciation is calculated on the basis of valve of
existing Assets plus the additions in assets during the FY 2025-26; actual depreciation for
FY 2023-24 was Rs. 3,448 million. The assets are depreciated on straight line method as
per utility practice i.e, land at 0 %, buildings and civil works at 2%, Plant and machinery
at 359, office equipment and mobile plant at 10% and other assets at 10%.

152.  Based upon these assumptions, the figure for depreciation has been worked as under for
the tariff control period for both the distribution and supply functions;

Dlstribution & Supply of Power Buslness

Axg,
Audited Heprs Base Year Tl Controk Perlod ¥E .or

Deteription Deteravlon TestYsar| Y2 Y3 b Y5 Taritf
302124 202435 20i4-25 | 7025-26 |2025.27 | 203528 | 2025-2% | 202532 | Comtrol

AeiPro. Pra]. Pro]. Pral. Frof. Pro|. Perlod

Depraclation Edpense 3,831 5,017 5125 5,574 6716 | 2513 | BABY | 9.224 7.502

|9iln:rca!eJ(Dccru:u) P4 20%]) 123 13%] %%

15.3.  For Supply Function, depreciation has been projected as Rs.557 million for FY 2025-26,
Rs.672 million for FY 2026-27, Rs.751 million for FY 2027-28, Rs.848 million for FY 2028-
29 & Rs.922 million for FY 2029-30 as detailed below;

Supply of Power Business
Audited Mepra B3s8 Teor ) Tarilf Canted] Perlod Avg for
. Qeteym'ion Tescear| ¥ Y3 Y4 Y5 Tarill
Description 202425 | 2025-26 |2025-27 | 202528 |2025.20 | 202530} Corared
202124 2034.28 X 26 12025 . . e
ActPro. Pro}. Pra}, Proi, Pral. Prol. Pepiod
Depreciation Expense 392 502 513 557 872 751 | &48 $22 750
Sinereasal(Decreass) 5 rirns 125% 13% el

15.4.  Thie Petitioner has proposed that adjustment in Depreciation Expenses may be linked with
the Gross Fixed Asscts in operation.

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

15.6. Regarding allowed investment for FY 2025-76 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,
whzch shall be subject to adjustments pursuant to the final decision of the Authority in
matter of DIP of the Petitioner.

Rs. Mln

Provisional Capex| PESCGO

FY 2025-26 ' 11,435
FY 2026-27 11,681
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15.7. The Authority decided that the above approved Investinents are provisionally allowed for
purpose of tariff rebasing and does not include the cost for AMI, APMS, Scanning meters,
Data Centers, etc., the investment in this smart metering area can only be started once DIP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the final decision of DIP of PESCO.

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

|Provisiona1 T&D Loss I PESCO |
FY 2025-26 19.26%
FY 2026-27 19.26%

15,9, 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 pericd, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustment shall be reworked on such revised targets, The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing.

RevisedT&D Loss Target

(Failure to submit study) FPESCO
FY 2025-26 8.90%
FY 2026-27 8.90%

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

15.11. Notused
15.12. Not used

15,13, After taking into-account the new investments as mentioned above, the Gross Fixed Assets
in Operat{on for the FY 2025-26 have been re-worked. Accordingly, the-depreciation

N s -
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charge for the FY 2025-26 has been assessed as Rs.4,171 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out future depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination.

After carefully examining the relevant details and information pertaining to the deferred
creditand amortization as per the accounts for the ¥Y 2024-25, the Autherity has projected
amortization of deferred credit to the tune of Rs.3,161 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation. of Rs.1,010 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do- not provide bifurcation of depreciation cost in terms of Distribution and
Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the Supply function
works out as Rs.417 million.

RoRB

The Petitioner has submitted that NEPRA allowed WACC of 20.4% to PESCO for the FY
2024-25 in its tariff determination for FY 2024-25, against the requested WACC of 21.27%,
hence, the same needs to be reconsidered in view of the MYT determination, wherein
adjustments on account of variation in KIBOR is permissible on biannual basis, PESCO has
caleulated WACC of 17.05% based on the following calculations:

*Weighted Average Cost of Debt for FY 2024-25 include 3 month’s Kibor plus 2% spread,
By incorporating the above adjustment of ERC, the calculation of WACC and RORB will
be as under: WACC = [14.47% * 30%) + [18.16% * 70%)] = 17. 05%

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

PESCO is of the opmmn that return should be adequate enough to not only cover the cost
of debt but also to cater for the exchange rate parity as well as reasonable return to the
equity holders. PESCO therefore requested the Authority to allow RORB at 17.05%
WACC, including debt as per following calculations and further projection is also being
made for the tariff control period;

b
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T 2025-26 2016327, :2027:28

Deseripelor - . ik b L
Freeebe A BT R AP Ry
Ien Fixed Assets tn Operatian [MinRs)l 103,072] 120,673 137,660

22 Cepltal Work In Propress . Clowng B [l Ra)) 42730 | 52813 [ 33201 [ 51528 | 44381
][Hln Roj]  Tueez| s23e5| 12779 2822 2800
I[Hln Ry 130010 1sos2l | 178093 | 151608 %6571

Lest. Cep WIRDegoss Peryon

Hovéstrent & Fized Assets

Legs: Daferred Coedhs |[H|I'I Rs)| 54356 589923 $3,042 631 71,17y
Repulstory Assils Bije I[Hln Rs)] 83,754 | 100,696 14,751 ] radbv4| 125390
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16.4. In view thereof, PESCO has requested the following RoRB for both its Distribution and
Supply Business during the MYT control period;

Dlstribution & Supply of Power Business
Auditad MNepra Base Yesr Tariff Conlrok Peripd Avg, lar
- Determ'isn TestYear] Y2 T3 bl Y5 Tarilf
Descriptlon 2024.35 | 326 | 2025.27 | 202520 | 202520 | 2005-30] Comrol
202324 202425 . - -
ActtPro, | Pro). Prol | Prol. | Prok. | Prol | Perled
ROAS 10390 15,145 5503 | 12316 | 15,000 | 15451 [ 20347 | 20,286 | 17642
[*itneroasel{Dogreare) 8%  2em]  a7s] 10N A%

16.5.  TFor Supply Business, PESCO has requested the following RoRE during the MYT contrel

period;
Supply of Power Buslness
Audited Mepra Base Year + Yarilf Conwrol Peclod Avg. far
Doscription : ceierntvlon Test¥ear| Y2 Y3 t4 Y5 Tar#!
202324 202425 202425 | 02524 | 202527 | 1025.28 | 202529 [2025.30 ] Comral
Ay Pro, Fro). Prol. Frol. Pre). Proj. Period

RORE 2077 2,529 1,520 246 EAL) 3469 4072 4252 3,527
%ilncreazpl{Deceease) 288 26| 17%) 0% 4%

16.6. 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;

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

(¢} tarifls should allow lcensees a rate of return which promotes continued reasonable
Investment in equipment and facilities for improved and efficient service;

16,7. In line with the aforementioned guidelines, the Authority allows DISCOs, a Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Similarly, for recovery of principal portion of debt, the Authority includes a depreciation
charge in the revenue requirement of DISCOs.

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

Cost of Equity; .

Ke = Re+ (Ru-Re) x B M‘ ﬂ
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Where;
Rris the risk free Rate
R is the Market Return
Bis Beta

The cost of debt;
Kd = KIBOR + Spread
Accordingly, the WACC as per the given formula works pout as under;

WACC=((Kex (E/V)+Xdx(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 WACC, being the most widely accepted medel, which is
applied by regulatory agencies all over the world to estimate the cost of capital for
regulated utilities, Further, as per the Tariff methodology, in case of negative equity the
Authority would consider a minimum of 20% equity and any equity in excess of 30%
would be considered as debt.

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

For'risk free rate, the yield of 05 year PIB is considered. The weighted average yleld of
accepted bids for 5 years PIB as of 17.07.2025 remained at 11,4916%. Regarding assessment
of beta, the Authority has considered the earlier studies in the matter, range of betas used
by international Regulators, and accordingly decided to use the beta of 110, while
assessing the RoE component,

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

As regard the cost of debt, it is the interest rate on which a company would get borrowing
from the debt market / commercial banksi.e. a rate at which banks lend to their customers,
In order 1o have a fair evaluation of the cost of debt, the Authority has taken cast of debt
as 3 month's KIBOR -+ 1.50% spread, as maximum cap. Consequently, the cost of debt has
been worked out as 12.64% i.e. 3 Months XIBOR of 11,14% as of July 02, 2025 plus 2
spread of 1.50% (150 basis points).

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

Cost of Equity;

Ke =14.47% "

The cost of debt is;
Kd = 12.64%
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WACC= (Kex(E/V)+ Kdx(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
the FY 2025-26, RoRB of the Petitioner for the FY 2025-26 has been worked out as under;

[ PESCO |

el L)

A *
oy :szoz‘s-zs”wfzozs-zs‘

Fixed Assals QI8 137,332 127,168
Addilion ; 13,600 13,475
Flxed Assels CI8 154,232 140,644
Depreclalion 52,879 43,715
Nel Fixed Assets " esssa[ 96,530
Capllal WIP C/8 R 22,885 22,631
Fled Assels Inc. WP 121,448 119,561
70
Less: Deferred Credi §2.024 57,088
Total 68,454 62,473
RAB 65!463
WACGC 3.19%
RCRB 8,634

The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the Y 2025-26 pertaining to the Supply function works out as Rs.1,727 million.

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 additon, 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 Petiioner
obtains prior approval of the Authority. In such case the Authority may also revise the
efficiency targets in terms of T&D Jasses ete.

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

The Authority also understands that interest payment is an obligatory cash flow lability
unlike discretionary dividend payment and considering the fact that a.ny default may
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hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner. If the Petitioner manages to negotiate
a loan below 150% 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,
ifthe 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.

QOther Income

The Petitioner has submitted that main sources of other income include Interest Income,
Sale of Scrape, Amortization of Deferred Credit, Rental & Service Income ete., whereas
fhe Wheeling Charges and Late Payment Surcharge have been excluded as per decision of
NEPRA. Accordingly, the Petitioner has projected the following amounts as Other Income
during the MYT control period for both its distribution and supply functions;

Distribution & Supply of Power Buslness

Audhed Nepra Base Tear Tavifl Contrel Petiod Ay, for

Deteraiion TestWear] Y2 Y3 Y4 s Tarilf

Daseriptlon 3024-25 | 202525 |2028.27 [2025-20] 202529 | 201530 I

. w4 | 20 - 26 1202527 2025 : Conrd

AttPio, Fraj. Praj. Pra). Prel. Prof. Pirlag

Qintringome +5.51) .5,031 3021 | w210 | <6450 | 6530 | 466 | 6221 | 608
r!"lnernuf(oeereue) 154 kL] 15 1% ol

The Petitioner has provided the following detail of other income pertaining to the Supply
Function; : .

Supply of Pawar Business

Audied MNepra Base Year Tarit Cnn.uol Periog Aug, for

. Deternrlon Testwear] Y2 Y3 4 b Tariff

Deseription P 528 |5 e

202324 208425 24.25 | 2025-26 |2025-27 | 20085.2 25.29 | 2025-3¢ | Contral

At Fro. Fra). Pra. Pro). Prol. Prej. Perlod

cther Income 1,728 «1,557 +1,571 -l96% | -2019 | -2.0H43 | 2,023 | +1947 | <1999

%ilnereased{Pecrease) 235% I 1% 1% 1B

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 miscellaneons income.

Since the other income would be tried 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.6,270 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) and wheeling charges from TESCO for both of its
Distribution and Supply functions. The Petitioner is further directed to provide year wise
detail of wheeling charges charged to TESCO and the amount actually received from
TESCO in this regard,

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

Q% i
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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 subsequént year,

The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Functions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Supply fanction works
out as Rs.1,944 million.

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

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

zevenue requirement during the MYT? Whether there should sny efficiency factor (X
Factor)? .

Adjustment Mechanism

Regarding adjustment mechanism of different components, the Petitdoner during the
hearing presented as under;

0per & Malntenance

. _.gfgr_lpg & Other Btﬂu!‘u . | {1 + GoP Incraase) + N 1 O {Qutsourcing)
; Pos:_Rc;_r_' Bepefis {1 + GoP Increase)
' Annuallyas  |{l + NCPY)

- Qther Operating Expenses i perApprr:ved X Factor (@ 0% copped to the acter) expenses

anrechtion {Actual Basis) HMechanism
‘ ' Return on RfAsset Base (A::tual Basls)_l

Lass Other Income

BhAnnuslyss | (3 Months KIBOR 4 2.25%)

KIBOR [ Rede 4(7} of HEPRA Renchmerhy forTordT B
. per Declslan Guidelines, 2000

The Petitioner submitted that Q&M component of the Distribution Margin shall be
indexed with NCPI-X factor, however, efficiency factox "X", has been proposed as zero ‘0,
caped to actual expensés.

The Authority, while assessing the O&M 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 Pedtioner, subject to adjustment during the MYT control period,
as per the mechanism mentioned below. Therefore, risk / benefit of any future cost
flucruations, 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 taviff regime
and in accordance with Authority's approved tariff methodology.

Regarding adjustment of Q&M costs with efficiency factor X, the Authority in line with
its earlier decisions in the matter of MYTs, has decided to keep the efficiency factor as 30%
of increase in NCPI for the relevant year of the MYT control period. The Authority has
further decided to implement the efficiency factor from the 3% year of the control period,
in order Lo provide the Petitioner with an opportunity to improve its operational
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performance, before sharing such gains with the consumers. The O&M part of Distribution
Margin shall be indexed with NCPI subject to adjustment for efficiency gains (X factor).

Indexation of O8M cost components
Salaries & Wages and Post-retirement Begefits; Considering the fact that employees of
XWDISCOs are hired on Government pay scales, and any salary increase announced by
the Federal Govexrnment in the Federal Budget is applicable on the employees of the
Petitioner, thereforg, 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 detexmination as the case may be.

Adfustroent Mechonism - Salorles, Wages & Othor Benafivs

Nevised Salavics, Wages & Othor Donefis Evponses = Ref, Salaries, Wages B Other Benality x [ 14+(GoP Inzrense or CPI)}

T'he allowed Salarics, Wages & Orher Bencfits may be consldered a2 veference cost for furure ndjustment.

The Autherity mey consider to pilow GoP incresse till the time the DISCOs remaln in public sector, otherwise CRI
indexation may sliowed If DISCOs get privatized,

‘The allowed amovnt shall be sctualized based on Audited sccounts for the relevant year , considering the some az
uncontrollable cosc on part of XWDISCOs.

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

Adjustment Mechanism = Actual Post-retirement Henefits payment

Bevised Post-Retirement Bepefis = Ref, Pots-retirement Benefits x [ 14{GoP Increase or CP1)]

The allowed Post-Retiremens Benelk may be comidered as reforence cost far fulure adjustment.
The Authority may consider to allow GoP fncrease till the time the D1SCOs remsin in public sectoz, otherwive CFI
indexatlon may ellowed i DISCO: get privetlzed.

The allowed amount shall be getualized based on Audited accounts for the rclevant year , considering the spme ax
unrontrpllable cost on pact of XWDISCOs,

Transportation/Vehicle Running expense portion of Q&M cost

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)])
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)]
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‘Where
Q&M (Rev) = Revised Q&M Expense for the Current Year
O &M (Ref) = Reference O&M Expense for the Reference Year

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

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

18.  RORB :

18.1.  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 investrment allowed for
that year as per the following mechanism;

Adjustinent Mechonlim - RoRB

RORB{Rev} : =RORB{Rcef) x RAB(Rev) / RAB{Ref)

The sMowed RORB may be considernd as yeference cost for future edjustment,

Inaddithon the allowed RORE for previous year will be trued up based ane actun) investmenr (maxiroum cap to the extent of allwed

investment)careied oot during that year, Further KIBOR fluccuation on bl-anmial basks also subject to adjustment, Forther Spread of

1509 & allowed ns maximum cap, in case DISCOs manage 1o obtakn finzncing on spread less than 1.5% the same shall be adjusted as
part of PYA,

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

year.

18.3. In addition, the allowed RAB for previous year wilt 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/intexventions/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.

184, The Authority also understands that interest payment is an obligatory cash flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner, If the Petitioner manages to negotiate
a 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,
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{fthe 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 annuzlly, through PYA.

Depreciation Expenses

The reference Depreciation charges would be adjusted every Year as per the following
formula;

DEP (Rev) = DEP (Ref) x GFAIOQ (Rev)

GEAIO (Ref)
Where: DEP (Rev) = Revised Depreciation Expense for the Curzent Year

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

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

Other Income

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

Adjustment Mechanism - Other Income (O1)
OlfRev) =~OI{Allowed Previous year) + [OT{Rilowed for pravicus ycnr] -
- O (Actual previous yur)} .
The ellowed Other L muy be ered os ref coat for future sdjustment.

In addiion the allowed Other Income for previow yaar will be 1rued up based on aetual Other Income duslng thot year

ﬂ_ hether the reguested PYA is justified?

The Petitioner has claimed the prior year adjustment pertaining to unzecovered
distribution margin and pxior year adjustment amounting to Rs.29,344 mlllmn as per the
follomng calculations:
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22.1, The Authority has analyzed the PYA workings provided by the Petitioner and also
obtained addirional information in terms of category wise sales data from PITC, Based on
the available information, Authority’s decisions in terms of FCAs and Quarterly
adjusaments for the rélevant 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. Min
Description| |PESCO
QTR ' 3,141
BM . ]l 10,034 % -
PYA 835
Sales Mix 2,652
Trie Ups = K -
2023-24 T (12,225)
2024-25 (5,053)|
Other Head 17,099
Total 16,483

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

st

37|Page




v Determination of the Authority fa the matter of MYT Petition
%ﬂmi—l ' BFPESCO'for Supply of power Tariffunder the MYT Regime

23. Whether the request to allow Working capital, Workg; welfare fund and cost of gpen
agcess & cross subsidy is justified?

23.1, The Petitioner subsequently vide letter dated 08.08,2025, in continuation of its
Distribution and Supply Tariff Petitions, submitted certain additional points for
consideration and incorporation in the final MYT determination of PESCO as under;

v Recovery Loss
v Cost of Working Capital
¥ Worker's Welfare Fund (WWF)
¥ Cther Income
v" T&D Loss targets
v" Cost of Open Access and Cross Subsidy

23.2. Theissue of T&D losses, being relevant with the DIP and assessment of T&T losses, would
be discussed and deliberated in detail in the Imvestment Plan determination of the

Petitioner.

23.3.  On the issue of other income, the Petitioner additionally submitted as under;

v" Liquidated Damages

PESCO recognizes the importance of maintaining strong incentives for efficient
contract management. Therefore, it is proposed that LDs recovered from PESCO's
contractors and suppliers should generally be retained by PESCO in cases where the
Authority has not approved any cost overruns, time extensions etc., related to those
specific works or projects, For example, if a contractor fails to complete a grid station
upgrade within the agreed timeline and no extension has been approved by the
“Authority, the LD unposad on that contractor should be retained by PESCO.

v Interest income/ Return on Bank deposits

PESCO submits that the interest income earned on deposits and surplus funds should
not be treated as part of its regulated revenue, This income arises from prudent
financial management and effective cash optimization strategies, rather than from
PESCO's core regulated activities of electricity distribution and supply. It xeflects the
company's efforts to manage liquidity and utilize idle funds efficiently, which is
separate from the operational costs of providing electricity to consumers, Therefore,
PESCO respectfully requests that it be allowed to retain the interest income on such
deposits, as it does not form part of the revenue derived from regulated operations,
Furthermore, PESCO is coniractually obligated to maintain substantial balances in its
Main Collecton Account (MCA) under various financing and operational agreements.
As no adjustment has been claimed in the working capital component on account of
funds tied up in MCA arrangements, PESCO requests to retain the income generated
from these accounts. In line with regulatory transparency requirements, PESCO will
disclose the interest income from its MCA accounts separately in its audited financial

starements,

Liabilities wryitten Assets written off/ Scrap Sales: :
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Financial outcomes resulting from its internal financial management decisions, such
as asset write-offs and liability reversals, are purely commercial in nature and should
not impact consumets. The Authority is requested to consider that assets written off
are part of PESCO's own operational discretion, and any scrap sale proceeds should
not be treated as other income up to the extent of the asset's historical cost, However,
any amount realized from scrap sales exceeding the historical cost may be included as
other income. Similarly, in cases where liabilities are written back and the related costs
were already allowed in the tariff, the corresponding amount should be included in
other income,

Regarding LDs from contractors, the Authority has decided to allow PESCO to retain LDs
from its contractors/ suppliers, only in case the Authority does not allow any cost overruns/
time extensions etc., for the said works, However, LDs recovered from bilateral energy
supply contracts, as per their approved PPAs, if any, shall be adjusted in tariff.

Cn the point of liabilities written Back/ Assets written offf Scrap Sales, the Authority
considers request of PESCO reasonable and has decided that assets written off would be
PESCO’s own commercial decisions, for which consumers should not be impacted.
Accordingly, any scrap sale proceeds from such written-off assets shall not be included as
part of other income to the extent of value written off on historical cost basis. However, if
the amount of scrap sales exceeds the value written off on historical cost basis, the excess
amount shall be included as part of other income, Similarly, for liabilities written-back,
for which PESCO has already been allowed cost in the tariff, the same shall be included as
part of other income.

For Interest income/ Retwrn on Bank deposits, the Authority has decided that interest
income on deposits and return on bank deposits to the extent of allowed RoRB and
Depreciation, needs to be retained by PESCO. However, interest income on deposits and
return on bank deposits, excluding interest income on amount allowed to PESCO for RoRB
and Depreciation, shall be Qéssed on to the consumers as part of other income, The
Petidoner therefore shall ensure a separate disclosure of such income in its audited
accounts. In case of failure to disclose such income separately, the entire interest income
shall be adjusted as part of other income.

On the issue of open access and cross subsidy, PESCO submitted as under;

v' " For the purpose of tarlff determination, the units served shall include energy supplied
to both regulated and non-regulated (Open Access) consumers, elong with any unit
adjustments. It is worth mentioning that in line with Rule 5(2){(c) of the Eligibility
Criteria Rules 2023 notified by the Government of Pakistan as well as Strateglc
Directive 88 of the NE Plan, Use of System Charges (JUoSC) which include wheeling
charges, open access costs, and cross subsidies should be recovered on a uniform basis
across all consumers, This approach is consistent with the currently uniform applicable

. tariff policy and is subject to determination by the Authority. These charges shall be
deducted at actuals while calculating the revenue requirement for regulated
- consumers under the Supply Business.

v Any bilateral contract between a Bulk Power Consumer {(BPC) and a Competitive
Supplier must ensure the grossing up of BPC demand to include allowed technical
losses as determined by NEPRA for PESCO distribution network. Therefore, the total
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demand to be served by the Competitive Supplier for a BPC must factor in these
allowed losses. Any imbalances (shortages or excess energy) shall be recovered or
adjusted from BPCs or their respective Competitive Suppliers in line with applicable
provisions of the regulatory framework.

The Authority should incorporate the treatment of Hybrid Bulk Power Consumers
{BPCs) within the scope of the upcoming Multi-Year Tariff (MYT) determination. In
line with the principles outlined in NEPRA's Decision on Wheeling Cost dated January
11, 2021, it is proposed that Hybrid BPCs who retains PESCO as the deemed supplier
while partially sourcing power through open access, be levied based on the higher of
their sanctioned load or actual Maximum Demand Indicator (MD]I), as outlined in the
regulatory framework PESCO recommends that NEPRA provide clear guidance
regarding the treatment of tachnical losses and other adjustments under such wheeling
arrangements, ’

Pehur Hydropower Plant (FIPP), operating as a Competitive Supplier under the open
access regime, supplies eleetricity to Hybrid Bulk Power Consumers (BPCs) connected
to PESCO's distribution network. In this context, PESCO submits that any bilateral
contract between Pehur HPP and these Hybrid BPCs must ensure that the consumers'
demand is grossed up to include the allowed level of technical losses determined by
NEPRA for PESCO's distribution system, This ensures that the total demand served by
Pchur HPP accurately reflects the losses within the network. Any energy imbalances,
whether shortages or surpluses should be recovered or adjusted from the respective
Hybxid BPCs/ Pehur HPP in accordance with the applicable regulatory framework.

Relevant tariff treatment be applied 1o Pehur HPP in accordance with NEPRA's
guidelines, and respectfully requests the Authority to affirm this classification in the
upcoming Multi-Year Tariff (MYT) determination. This is essential to ensure cost
recovery for the capacity reserved by PESCO to serve such consumers on demand,
Inclusion of this mechanism in the MYT will provide regulatory clarity, financial
stability, and consistency in the treatment of open access consumers during the
ongoing transition to a competitive electricity market.

The Authority is requested to recognize that all charges recovered by PESCO on
account of open access including use of system charges, open access costs, cross-
subsidies, marginal pricing, or any othexr applicable cost shall be adjusted in the
allowed revenue requirement of PESCO, as per the applicable framework determined
by NEPRA.

23.8.  On the point of the Petitioner that for the purpose of tariff determination, the units served
shall include energy supplied to both regulated.and non-regulated (Open Access)
consumets, along with any unit adjustments, the Authority.noted that tariff would be
designed based on units supplied for the Regulated consumers only, however, any charges
to be recovered by the Petitioner on account of open access, including use of system
charges, open access costs, cross subsidy, marginal price, or any other cost, as per the
applicable framework, would be adjusted in the allowed revenue requirement of the

Petitioner. . W . %
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23.9. Regarding, point of the Petitioner that total demand to be served by the Competitive
Supplier for a BPC must factor in the allowed losses, the same is required to be dealt with
in accordance with the mechanism provided in the approved Market Code.

23.10. Regarding recovery of stranded cost on account of open access, the same are to be dealt
with in accordance with the amended SD 87 of the NE Plan, which clearly states the
frameworks / policy guidelines to be issued by the Federal Government, from time to time,
stipulating the mechanism to deal with stranded costs on account of market liberalization
and open access. It also states that in the event the framework / policy gnidelines is not in
field or the quantum of demand allowed for a particular period has been exhausted; or any
person intends to avail open access withiout the competitive auction process stipulated in
the frameworks / policy guidelines, then the Authority shall, on an application made by
respective licensee or ISMO (as the case may be), determine other costs equal to the total
generation capacity charges recovered from the equally placed bulk power consumezs of
the suppliers of last resort, either in a volumetric form (KWh) or through fixed charges.
Such costs shall continue to be paid in the said manner till such time as may be reviewed
by the Federal Government as per the proceduzre laid down in the applicable rules.

2311 On the issue of Working Capital, PESCO submitted as under:

v Under the Multi-Year Tariff (MYT) framework, PESCO seeks a formaJ determination
of the cost of warking capital for its supply business for FY 2026. This request is being
made in light of the essential financial resources required to sustain uninterrupted
power procurement and supply operations. As.a public sector entity, PESCO is
obligated to maintain continuous energy supply to its consumers, which necessitates

. sufficient liquidity to meet operational obligations including payments to generation
and transmission entities prior to the full recovery of costs from end-consumers. The
nature of the electrleity supply business inherently involves a significant time lag
between the incurrence of costs and recovery through tariff mechanisms, thereby
creating a genuine and unaveidable working capital requirement.

v NEPRA has acknowledged and allowed the cost of working capital to X-Electric (KE}
as part of its supply business under the Multi-Year Tariff (MYT) regime. KE's ¢laim
was evaluated and approved on the basis of recognized operational lags, receivable
build-ups, and the time delays in recovering various cost components such as Fuel Cost
Adjustments (FCA), Quarterly Tariff Adjustments (QTA), and Annual Adjustments.
NEPRA's determination in this regard, sets a clear regulatory precedent, reinforcing
the fact that the working capital requirement is a legitimate and prudently incurred
cost essential for the financial sustainability of power suppliers.

v Accordingly, PESCO submits that it faces similar, if not more pronounced, operational
and financial challenges, particularly in the context of delayed recoveries, payment
cycles of government and public sector consumenrs, and systemic lags/ delay in tariff
pass-through timelines.

33,12, The Authority has considered the submissions of the Petltmner in terms of its obligation
to maintain continuous enexgy supply to-its consumers, and also reference made by the
Petitioner to recent KE’s MYT determinations for the periad from FY 2023-24 to FY 2029-
30. In oxder to access-the working capital requirement of the Petitioner, the Authority
obtamed details of number of days available with the Petitioner to pay in terms of energy
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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 functon has been assessed as under;
Current Assits
[Frode dets (days of Revermue Recelvabled | 3 | go7 | 21,619 |
Total_Current Assets 21,618
Current Liabilitles
.- [EPP From CPPA oA o[ 9385
CPP From CPPA a{ ooo| 148
Transmission 3 0.08 1,621
Disteibutlon | o] 213
Total Linbilities 28,161
et (6.542)
Cost of debt lecal 1296
Working Capitsl Cost {785)
23.13. As mentioned in the table above, PESCO’s working capital requirement for the Supply

function has been assessed as negative Rs.6,542 million and cost working capital
requirement works out as negative Rs.785 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 PESCO for the CY 2026, and is subject to adjustment, as per
the mechanism provided below, once the audited accounts of PESCO for the FY 2025-26
are available,

‘Working capital (Supply)

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

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

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

- Actualization of Previous year besed on allowed reventie as PYA
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»  Current Assets

- Lower of 25 days receivables based on allowed revenue (including the impact
of allowed adjustments), OR Actual average Receivables for the Financial Year
(excluding opening receivables).

s Current Ligbilities

- 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.
gt
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23.14.

23.15.

23.16.

23.17,

23.18.
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- 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 actualized after incorporating the impact of
allowed adjustments, if any. While actualizing these heads impact of working capital
cost be excluded.

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

- Any other amount retained by the Petitioner

3 Month KIBOR + 1% Spread as maximum cap subject to downward adjustment. For the
purpose of 3 - Month KIBOR, the actual weighted average KIBOR of finance cost incurred
by the Petitioner shéll 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.

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

On the point of the Petitioner that KE's working capital claim was evaluated and approved
on the basis of recognized operational lags, receivable build-ups, and the time delays in
recovering various cost components such as Fuel Cost Adjustments (FCA), Quarterly Tariff
Adjustments (QTA), Annual Adjustments, and that PESCO faces similar, if not more
pronounced, operational ahd financial challenges, the Authority noted that KE has not
been allowed any cost in this context.

The Authority observed that regarding. quarterly tariff ad]ust:ments, Section 31 (7)(ii) of
the NEPRA Act provides as under:

“the Authority may, on a quarterly basis and jiot Jater than a period of fifteen :dé 1ys, make
quarterly adjustments in the approved tarifi...

Similarly, Section 31(7)(iv) of the NEPRA Act regarding monthly FCAs provides as unden:

"the Authority may, on a monthly basis and not facer than a period of seven days, make
adjustments in the approved tariff on account of any variations in the fuel charges and
policy guidelines as the Federal Government may Issue and, notify the tariffso adjusted in
the afficial Gazette.” :

Both clause 31(7) (ii) and 31¢7) (iv) are similar in nature. It s settled jurisprudence now
that the above referred clauses are only directory in nature, whereby no consequential
penalty is provided. The courts have recognized that the time consumed in mandatory
procedural processes, including publication of notices, affording the right of audience to
consumers, scrutiny and due diligence of data, coupled with the procedural steps involved
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in filing and processing QTA and FCA petitions, inevitably exceeds the time frame
stipulated unde_r Section 31(7) of the Act.

23.19. Having said that the Authority endeavors to decide the Petitions/ adjustment requests etc.,
expeditiously after fulfillment of all legal requirements and directions of the superior
courts. Hence, the request of the Petitioner to allow cost of working capital on account of
operational lags, time delays in recovering various cost components such as Fuel Cost
Adjustments (FCA), Quarterly Tariff Adjustments (QTA), Annual Adjustments is not
allowed,

23.20." On the issue of Workers' Welfare Fund (WWF) and Workers' Profit Participation Fund
- (WPPT), PESCO submitted as under:

v Workers' Welfare Fund (WWF) and Workers' Profit Participation Fund (WPPF) are
statutory obligations under applicable federal laws and must be recognized as
legitimate costs of doing business. These payments are not discretionary but are
mandatory legal requirements imposed on companies under the relevant labor and tax
legislation. As per Section 4() of the Workers Welfare Fund Ordinance, 1971 every
Company shall pay 2% of its profit to Workers Welfare Fund. Extracts of Section. 4 of
the above-mentioned act is reproduced as under;

" "4 Mode of payment by, and recovery from, industrizl establishments. (i) Every
industrial establishunent the total income of which in any year of account commencing
on or after the date? specified by the (Federal Government).in the official Gazette in
thiis behalfis not less chan (five) lakh of rupees shall pay to the Fund in respect of that
year a sum equal to two per cents, ifits total income”

v" Asper chapter I{4)(i) of the Workers Welfare Fund Ordinance, 1971 “total income” is
defined as follows: .

6} “Total Income "means: _

. () where Return of Income is reqitired to be filed under this Ordinance, the profit
(before taxation or provision for taxation) as per accounts or the declared
Income as per the retin of income, whichever is higher; and

(ii) where return of. Income /s not required to be filed, the profit (before taxation
or provision for taxation) as per accotunts or four per cent of the receipt as per
- the statement filed under section 115 of the Ordinance, whichever is higher. "

v It is important to note that in the case of Independent Power Producers (IPPs), such
statutory levies are allowed as pass-through items under their respective Power
Purchase Agreements (PPAs), Similarly, NEPRA in its MYT determination. for K-
Blectric has acknowledged this principle and allowed WWF and WPPF as pass-
through items, subject to the provision of verifiable documentation.

v Currently, these costs are not embedded within the allowed O&M cost under PESCO's
tariff framework, As such, any payments made by PESCO on account of WWF or
WPPE would be borne from the company's allowed return, thereby effectively
reducing the Return on Equity (RoE) allowed by the Regulator, This treatment does
not reflect the principle of cost recovery and may adversely impact the financial
viability and investment attractiveness of the DISCO.
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v In line with this regulatory precedent, and consistent with the treatment extended to
other market participants, PESCO stbmits that WWF amounting to Rs. 747 million
for FY 2024 should also be allowed on an actual payment basis, subject to verification
through supporting documents and treated as pass-through components of PYA, to be
reflected in subsequent taxiff adjustments.

23.21. Regarding WWT and WEPF, the Authority observed that the Petitioner is required to
make payments on account of these heads under the law as mentioned here under;
Workers Profir Participagion Fupd
102,  As per Seetion 3(1) of The Companles Profit (Worker* Participation) Adc 1968 overy

Company shall pay 5% of its profic to Worker's Partlcipation Fund, Exuacts of Scction 3 of
the above mentioned act is reproduced below:

I, Ewablishment of fund -
{1} Every enitpdiy 10 wavich the aehenie appied rhall.

{3) nubihn a2 Worken Pardglpatl Fung In t whh, ©12
IR tne 1 Joun 1t aecounts foe e year In whilh v schame
b de w15 are finatired ol not Bier than b nanihe

alcer ke chose of dusyean 3 - 7 43

Stivy Sublect to achiicient, W any, py Svery yrf ta vhr Fund aon Iater
than atne panens 2icer the clole of ™t yir Ave percem of 1
profiy dudtap wisk edr, AL * % T 4 and

{g} fumbh (o she }ederal Couemment zud e Bosed, nat bier in
nine mans anee e ko of every Ytar of Jcdaunt, MU aueied
acgounn for 1hod ¥ear, uly atened Uy s Juilion, )

103, As per secrion 2 of the Companies Profic Worker® Participation Act 1968 “Profits" are
defined s follows;

G MrofisT I tebrilon b, 2 sedany WESAY st of Ihe =nes ur.v.'ﬂu" M
defined Iy getilea U745 of the Comganles Ac, 1H1Y (VI of

T2133%, wb s ateigbts bnows budlnets, ceidr, undgrizhicer ar
bther epnmalonr it Faiivaa,

104,  Extract of section 87C of Companles Act 1513 are as follows:

RTC. (1) TFAcre uny company ay fe « ping apand  afier the

eommencoment of fhe  Indian Companica fAincidment)

Ramuwprating ot et 930, the ranuncration nf the snnaging oaent ahall

tddaping npant, be w vtm haatd on n fived preeentage of  tha ned annual

yroafiic of rhe rompnng. uith provision  for a iminfipum,

peyment v the cass nf ahiencs of or fadegitacy of profita. tegether with,
an offica allewance u e Jefiucd In [he agreement of manigement,

(2] Anp aHpulation for réezuneralian odditlanal fe ¢r in eny  other
furnt than The reatieamroiion eporificd in tubesection ﬁf vhaif nol be tinding
on the company wiless ranelioned by a apecial retolubion of the company,

- ra} Fror {he erlwwa of ¢hiE 2reifon ‘net profita® menhts the profitx of the
company caleutated. njtur allowdng Jor oll the uninl 1porking chorpes., l!!#_"ufgﬂ.
on foons axd advances, repaird ond aurgoinge, deprariatinn. bounticy or euba
afdiry reecfoed Jrom Qouernmen! or frem o publlc body, profits by way of

premtum on shores dold, nrofits on satn procecds of forjeited #hares, or profils
frown the ¢alz of the whole or pord of the wnderigking vf the company dud
wathout aeny deduciiim in respget of incomo-tox or super-lox, oy dan othar
{ox er duty on income or rovenve or for cxpenditirn by wmp of (iforesé on
debentures or othanutfts on caprital account or on accound of anp sunk which

}"?lfl be act wride i cach year cul of tho rofits for resorvo or uny olhrer spocial
un,

fad e - .o
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Workers Welfare Fund

As per Section 4{1} of thie Workers Welfare Fund Ordinance, 1971 every Company shall pay
2% of its profit 1o Worker's Welfare Fund, Extracts of Section 4 of the above mentioned act

is reproduced belaw:

4 Mode o prymanl by, M frcenty fom, leduiito
vibikmniy .

1) Eupy SO Ll dalrt e i v, T ML Tl A sAh Ay et
of anail loImalvg o W Ao T i yerded by W YTaowd
Cominmacy] oy Sk Eara1e o b Labio ned b P Tjtun] itdeed
O3 $T 1y 13 Bk Fan 1 ek ] o el e 3 Lo gl ) bep S
cort N ores vl s 4 e

As per chaptee 1H)() of the Workers Welfare Fund Ordinance. 1971 "iotal income” fs
definid as follows:

A W
1) wais Kalam of WS o fryste) Ly b Dpd ander [t
Orbrua, 20071 ity Bupted o fodiin 1N
L) pE B ol O 0o Crdaisd Foung 35 g9l
ok 1 O PEBT0, WM b e nd

£ whein FLvem 8 Vet e = fd becared WD g, B goudd
(s Lalen o Frovieetn Ar Beaaton) 01 Y oS
& bt gur ok of B to I 4% por F0 Vilmrat (Pad
Lt 6 11F 0l e o Siraenze, wtltheriz iy dighat )

i}

#

Since these costs have not been included as part of the allowed O&M cost of PESCO,

therefore, in case PESCO pays any

such amount, it would be paying the same from its

allowed returns, thus, effectively reducing its allowed RoE. The Authority also noted that
in the matter of IPPs and K-Electric, the WWEF/WPPF payments are allowed as pass

through. items.

In view thereof, the Authority has decided to allow these costs as pass through, on actual
payment basis, as part of annual PYA, subject to provision of verifiable documentary
evidences, in the subsequent tariff adjustinents. However, in case there is a policy decision
not to allow: WWT or WPPF as pass through costs in future owing to recent negotiations
being carried out with power companies, the Authority may consider to review its decision

for PESCO as well,

23.24. On the issue of Recovery Loss, PESCO submitted as under -

v * Recovery loss is a legitimate cost of Supply Business and needs to be considered to
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ensure cost reflective taxiff in line with National Electricity Policy. Accordingly,
Authority is requested that the benchmarks for FY 2025-26 to FY 2029-30 may be
determined in light of the National Electricity Policy, 2021 and the same needs to be
aligned with the Strategic Roadmap Agreement executed with the Ministry of Energy-
{Power Division), in order to attain a balanced and realistic approach based on field

realities and to ensure cost reflective tariff,

The National Electricity Policy, 2021 requixes that target for losses and collections shall
be revisited by the Regulator to align it with the current market realities as mentioned
in the K-Electric decision dated 27-05-2025. The relevant paras 5.3.1 & 5.3.2 of the
National Electricity Policy, 2021 is reproduced as undex:

The distribution segment Is the interface of the entire sector with the consumers of
electricity. The financial viability of the entire sector is premised on the eflicient
operations of the distribution system and timely recoveries fiom consumers. The
existing operations have resulted in non-recovery of costs determined by the
Regulator (in addition to operational costs over and above the revenue requirement
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determined by the Regulator), leading to accumulation of circular debr, thus,
threstening the sustainability of the entire sector.

So as to ensure and put in place efficient taxiffstructures for sufficlent Liguidity in the
power market, the target for losses and collections shall be revisited by the Regulator,
in order to align the same with the current market realities. These targets shall be
reflected in the determinations of the Regulator. Moreover, timely recovery of bad
debt that is prudent shall be allowed by the Regulator with the incorporation of
facilitative provisions in the regulatory framework as per industry practices and

procedures,

v It is also essential to recognize that a recovery percentage of 100% is neither feasible
nor sustainable in the prevailing socio-political and security environment. It is
pertinent to mention here that in the K-Electric MYT determination dated 27.05.2025,
the Authority has allowed Recovery Loss/ bad debt allowance to K-Electric.

v Moreover, as stated by NEPRA. in its decision dated 27-05-2025 on K-Electric's Multi-
Year Tariff {(MYT) petition; at para 34.22 reproduced as under:

International precedents ako suggest that 1009% billing recovery is generally not
mandated, Instead, reguletors allow for reasonable bad debt provisions and encourage

utilities to improve collection effciency " through performance targets and incentives.

While high recovery rates are desirable, regulators balance this with the realities of
consumer behavior; economic conditions, and operational challenges, allowing for
fAexibility in recovery targets. " .

v Meineaining 91.5% recovery in FY 2024-25 is a significant milestone, and the
continued year-on-year improvement reflects a realistic and data-driven approach, In
line with the above, PESCO in its interim tariff application for FY 2025-26 requested
for a recovery benchmark of 92.28%, for FY 2025-26 as outlined in the Strategic
Roadmap Agreement,

v' Proposed Recovery targets s per Strategic Roadnap Agieemeént:

Description  {FY 2025-26 | FY 2026-27 | EY 2027-28 | FY 2028-29 | FY 2029-30

Recovery (%fage){ 92.28 93.45 94.64 95.81 96.2

¥ The category wise breakup of Recovery Loss %age is as under:

Deascription FY 20%8 FY 2027 FY 2028 FY 2023 | FY 20230
Rasidentall, Commerelal & Others 90.72% 92.12% 33.56% 95.00% 95,46%
industry 100% 100% 100% 1009 100%
Overall Recovery ratio 92,28% 03.45% 94.64% 95.91% 956.20%
Recovery Loss 7.72% B.55%, .5.36% 4,19% 3.80%
|Recovory Loss {Min, Rs.) 23,135 18,800 16,302 13,659 12,976
Recovery Loss {Rs./kWh) 2,27 1,95 1.63 1.32 1.21

v The above recovery loss %ages have been projected based on the sales mix given below;

Description FY 2026|FY 2027|FY 2028|FY 2029 | FY 20230
Residentail, Commercial & Others | 83% 83% 83% 83% 83%
Industry 7% 17% 17% 17% 17%
Total - 100% 100% 100% | 100% 100%

N ol
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It is worth mentioning that NEPRA, in its decision dated 27-05-2025 regarding X-
Electric’s Multi-Year Tariff (MYT) petition, recognized the operational and market
constraints by allowing recovery benchmarks below 100%. The Authority explicitly

stated that:

KE would be incurring losses for the first 02 years of MYT, if no recovery loss is
allowed o KE. This may compromise the financial viability of the company, wiich is
neither in the interest of the corsumers nor power system as whole.”

In this context, it is respectfully submitted that PESCO, aperating in a vastly different
and more challenging environment, deserves equal, if mot greater, regulatory
flexibility. Unlike K-Electric, which operates within a relatively compact and
urbanized service texritory, PESCO serves a geographically vast and socic-politically
complex region, including high-loss and low-recovery areas such as Bannu, D.1 Khan,
Lakki Marwat, and parts of Khyber and Waziristan (Ex-FATA), where adverse law and
order conditions persist. In these areas, field operations are severely hampered by
security constraints, resistance to meter installation, limited community cooperation,
and threats to staff safety. These persistent operational realities have a direct impact
on both technical losses and revenue recovery performance. Therefore, in line with
the Nadonal Electricity Pelicy 2021 and the principle of regulatory consistency,
PESCO requests that NEPRA. revisit recovery benchmarks in a manner aligned with
prevailing. field realities and considering the nature of Supply business. This would
enable operational sustainability and financial liquidity while acknowledgmg the
distinctive ground realities faced by PESCO across its network,

Futthermore, PESCO proposes the lmplementatlon of a floor and cap mechanism to
manage the financial impact of recovery losses and gains, particularly in the face of
uncontrollable or favorable macroeconomic factors. The floor represents the
maximum level of recovery loss that PESCO should bear and is proposed to be
equivalent to the recovery margin of 1.5% below the targeted recovery loss for the
respective year. For instance, with a recovery target of 92.28% in FY 2025-26, the
proposed floor would be 90.78% (i.e., a recovery loss of 9.22%). Any actual recovery
loss beyond this floor would be treated as an unrecovered cost. Conversely, the cap
sets the limit on the recovery gain PESCO may retain in case of improved recoveries
due to favarable conditions. It is also proposed at 1.5% above the recovery target,
meaning recaveries beyond 93.78% in FY 2025-26 would be subject to over-recovery
adjustments. If actual recovery falls between the floor and cap, no adjustment would
be required, and PESCO would bea.r the associated risk or benefit within this neutral

zone. ,
The Petitioner also in its Supply tariff Petition submitted that it is pursuing the
recovery of arrears from its consumers but due to the woxst law and oxder situation in

Khyber PakhtunKhwa and non-payment culture particulaxly the attitude of
consumers residing in areas adjacent to TESCO, the recovery campaign is affected.
Administrative & Political obligations do not allow us to take severe action against the

defaulters. Moreover, disconnection creates law and order situation in terms of road
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blockade, blast of transmission towers and attacks on PESCO staff, Grid Stations and

offices. ..
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v Accordingly, provision for doubtful debts is made on the basis of ageing formula
agreed with the Auditors and approved by BoD PESCO in its 75th meeting. Actual
provision for FY 2022-23 was Rs, 10,558 million & Rs. 12,189 million for FY 2023-24.

Supply of Power Business
- Tantf Cenlrol Periad Avg. fof
Sescrivtion et (B¢ Velrrer ] v | vs | ¥4 | vs | it
s om0 | 30538 {3038137 102538 [ 309538 309530 ) Canure
AttPra. | Pre Froy. £l Prof. Prei. Paried
Reconery Fage W% | 8% | Wk | ol | ws | W% | ers | WS
e sates hsge 9% | Ae% | sam | so% | abs b 458 b oaan | 488
Proiisica fec Bad Gebis ILIEY § 1454 15,276 | 15583 | 15.695 | 26293 ] 16537 | 15501
Ehn:rea;:ﬂnunue) 25 N e Fal x| :
RECOVERY PLAN
The Petitioner provided the following recovery plan;
Prompt billing
Recording Correct Meter Reading
Delivery of bills in time,

N Wk W

Reconciliation of billing disputes with Govt: agencies,
Timely debit of Audit Notes.

"Prompt disconnection of running defaulter consumer

Installation of ABC cables on high loss feeders in order to control theft of energy

. & to make effective disconnection so that defaulter consumers may be compelled

to make payment of arrears.

8. ' Out of court settiement of disputed cases.

10,

11.

12,
13,

Recovery through PESCO Police from defaulters.

Kuli Kachehri on weekly basis are being held on circle level to redress the genuine
grievances of the consumers on the spot and to recover the outstanding dues from
e defalters. kil o> 5. Al

Combing of feeders is being carried out through PESCO field formations in their
respective areas aiming at removal of direct hooks, replacement of sluggish and
defective meters, proper meterization and accurate billing through MMR system
50 as to eliminate theft of energy, bring the defaulter as well as un-registered
consumers in billing network and to recover the legitimate arrears of PESCO.
Posting of Recovery Magistrate for recovery of outstanding arrears.

Recovery under Land Revente Act, by Tehsildar Recovery Officer.

23.25. Subsequently, the Petitioner vide letter dated 04.12.2025, provide supporting analysis/
documents, with the request to revise its T&D losses and recovery targets. In terms of
recovery -targets, the Petitioner submitted to boost its recovery from 90% to 95:84%
{increase by 5.8%) over the span of next 5 years.

23.26. The submissions of the Petitioner have been analyzed. The Petitioner has placed its
reliance primarily on the provisions of the NE Policy and NE Plan dnd the Authority's
determination in the matter of K-Electric’s MYT determination dated 27.05.2025. -
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23.27. Here it is pertinent to mention that previously XWDISCOs have not been allowed any
recovery loss and tariff setting has been at 100% recovery assumptions. Write offs were
allowed to certain XWDISCOs on provisional basis, subject to fulfillment of the laid down
criteria, but since no XWDISCO was able to actually write-off any amount, the
provisionally allowed amounts of write-offs were adjusted back.

23,28. The Authority although initially allowed recovery loss to K-Electric as mentioned by the
Petitioner, however, subsequently in the matter of Motion for Leave for Review filed by
various stakeholders including the MoE (PD) itself, and the CPPA-G, the Authority
decided not to allow any upfront recovery loss and enly a capped amount of write-offs was

. allowed to K-Electric, subject to fulfiliment of the prescribed criteria.

23.29. Yor ready reference the grounds taken by the MoE (PD), 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 financial burden of
DISCO inefficiencies onto paying consumers, thereby penalizing complaut customers
while subsidizing non-payment, The MoE (PD) also submitted that this approach is
inconsistent with the principle of prudent cast recovery enshrined in Section 31 of the
NEPRA Act and the Tariff Rules,

v' Clause 5.3.2 of the NE Policy envisages that "timely recovery of bad debt that is
prudent shall be allowed by the Regulator with the incorporation of facilitative
provisions in the regulatory framework as per industry practices and procedures.” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debr 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 Consequently, the Authority is legally obligated nnder 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 alt 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
recommending tariff that: (a) the interests of the consumers and the companies
engaged in providing electric power services is duly protected in accordance with the
principles of transparency and impartiality; and (b} it shall be guided by the NE Poliey,
the NE-Plan and the guidelines of the Federal Government,

v" 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 ather regulatory jurisdictions, which shall duly

) Arolt®
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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.

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

23.31. 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, PESCO’s tariff is being

determined on the basis of 100% recovery target. PESCO, 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 20258-30

3.00% 2.50% 2.00% 1.50% 1.00%:
Criteria for claiming sctual write-offs

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 maximura cap as provided above. The claim shall be verified by third

" party/auditor, based on the following critéria;

i,  The claim shall be applicable for the default amount of a permanently disconnected
. consumer that may not be recovered through all efforts possible.

‘i, The age of such non-recovery is over three (3) years.

iii. ~The amount of write off shall be claimed against connections given as per CSM and
_other applicable documents, duly supported by CNICs,

iv. Write-offs against receivables of any Government entity / PSC shall not be allowed.

v. Petitioner’s BOD shall develop a write-off policy, in 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,

vi, Pedtioner'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,

b, Any write-off approved by the Petitioner's BOD, in accordance with the write-off
policy approved by the Authority, and verified by the third-party independent
auditor, in accordance with the approved TORs, after expiry of the MYT 2026-2030
shall be allowed by the Authority,
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23.32.

23.33.

23.34.

23,35,

Determinatinn of the Authority in the matter of MYY Petition
‘of PESCO for Supply of power Tariffunder the MYT Regime

On the point of the Petitioner that recovery benchmark targets need to be aligned with
the Strategic Roadmap agreement, the Authority observed that the Sirategic Roadmap is
an agreement between the MoE (PD) and the DISCO to establish targets and
implementation plans for the operational, commercial, financial and technical
performance of the DISCO. The agreement clearly states reduction in aggregate technical
and commercial losses through operational efficiency improvements, infrastructure
upgrades, and advanced monitoring technologies. Similarly, bill recovery rates are to
enhanced by implementing better collection systems and reducing electricity theft
through improved monitoring and enforcement. The agreement also stipulates
establishing structured plans for recovery of bad debts including targeted write-offs, Thus,
the agreement in way, be construed as a binding document for allowing any recovery loss
in the tariff.

Supplemental Charges

The Petitioner stated that NEPRA has allowed offsetting the Late Payment Charges (LPC)

-recovered from the consumers against the Late Payment Invoices of markup on delayed
payments i.e. supplemental chaxges raised by CPPA-G since FY 2014-15 yet the same is
not enough to pay off the supplemental charges completely.

The above reveals that PESCO has recovered Rs.20.916 billion as LPS from consumers
from FY 2014-15 to FY 2024-25 (up-to Mar-25) against the actual Supplemental Charges
of Rs,184.350 billion which is not enough to pay off the same. Moreover, with increasing
T&D losses coupled with low recoveries, it stands as one of the mejor contributors to the
circular debt. Coupled with the tax charged by FBR on electricity sold to AJ&X, along
with GST charged by CPPA-G on electricity being sold to PATA, the situation becomes
even, more precarious, as it deprives the DISCO of much needed cash flow, which could
be used in other development projects, It is pertinent to mention here that as on
31.03.2025, Tariff Differential and Other Subsidies amounting to Rs.32.113 billion stand
as receivables from the Federal Government. On one hand, the non-payment/ late
payment of subsidy adversely affects the cash flow position of PESCO, but also adding to
the Supplemental Charges (Late Payment Charges) demanded by CPPA-G. So far, Rs.
209.981 billion-(up to Mar-2025) have been charged because of Supplemental Charges by
CPPA-G. The Authority is therefore requested to allow the same to PESCO.

CPPA-G is charging supplementary charges to PESCO on account of delayed payments to
IPPs and the shortfall is as under: '
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23.36. The Authority noted that in line with its earlier decision in the matter of LPS, it had

23.37.

23.38.

23.39.

allowed the Petitioner to retain LPS to the extent of supplemental charges billed by CPPA-
G, as the supplemental charges billed by CPPA-G to PESCO were in excess of LPS
recovered by PESCO. Thus, no further adjustment is required in the matter. Prima facie,
the excess supplemental charges billed to the Petitioner are on account of non-payment of
its obligations towards CPPA~G, owing to inefficiencies on account of under recoveries
and high T&D losses, The Petitioner shall ensure that it meets the Regulatory targets in
order to avoid attracting any such cost from CPPA-G,

Inadmissibla Input Tax

The Petitioner on the issue stated that NEPRA guidelines for the Determination of
Consumeér end Tariff and Tariff Determination for FY 2017-18 allows for the claim of
acmal tax pertaining to relevant financial year. During FY 2023-24 & FY 2024-25 (upto
Mar-25) due to change in sales tax regulations an amount of Rs. 4,586 million and Rs. 3,972
million respectively as Input Tax credit is not admissible under section 8(2) of Sales Tax
Act, 1990 read with Rules 25 of Sales Tax Rules relating to exempt supplies and resulted in
increase of Power Purchase Price as per applicable IFRS, The same may be allowed as per
actual amount paid by PESCO,

PESCO has requested in its MYT and MLR petitions to allow the inadrissible input tax to
PESCO, however, no’ decision has been taken has been taken in this regard. NEPRA.
guidelines for the Determination of Consumer End Tariff and Tariff Determination for FY
2017-18 allow for the claim of actual tax pertaining to relevant financial year, After the
enactment of 25% Constitutional Amendments, the supply of electricity to erstwhile Tribal
Areas (PATA) has been classified as Exempt Supplies under the Sales Tax Act, 1990 for the
period 23rd July, 2018 up to 30% June, 2023. As per Section 8 of the Sales Tax Act, 1990
Input Tax Adjustment is not allowed on supplies classified as exempt. Resultantly, the
input tax credit on such supplies is disallowed to PESCO and sales tax charged by CPPA-
G on such supplies to erscwhile Tribal Areas (PATA) has to be borne by PESCO, Moreover,
supplies made to AJK during FY 2024-25 has been exempted from Sales Tax vide Finance
Act 2024, resultantly, tax credit is inadmissible on these supplies as well.

On the basis of declaration in the Sales Tax Returns, the detail of actual sales tax declared
is as under: )

Sales Taxon Supplies o
FY . erstwhila Tribal Arcas
{PATA)
201819 3,315
2019-20 2,628
2020.21 2,298
2021-22 Co47
2022.23 - - 4,780
2023424 4,584
2024.25
3972
P E]
TOTAL 25,835
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23,40, The above taxes are not admissible under section 8(2) of Sales Tax Act, 1990 read with
Rules 25 of Sales Tax Rules relating to exempt supplies and resulted in increase of Power
Purchase Price as per applicable IFRS. The authority is again requested to allowed aforesaid
amount to PESCO as per actual expenditure made by PESCO, since taxes are pass through
items as clause 16{2) of the NEPRA Guidelines for determination of Consumer End Tariff
{Méthodology and Process) 2015,

23.41. Regarding non-admissibility of input Sales Tax, the Authority noted that the Petitioner
may take-up this matter with FBR and relevant quarters of the Federal Government, as
the matter does not pertain to NEPRA.

24." Whether there should be any fixed es on Units exported by net metering users to the
t of Transmission and Distoribution charges or o

24.1.  PESCO submitted that net-metering consnmers rely on the Grid both for backup supply
during low or No Solar Generation. and for Exporting Surplus Energy. In the absence of
Fixed Charges on exports, these consumers avoid contributing to Grid Maintenance Costs,
creating . Cross-Subsidization where non-solur users bear higher fixed costs. Increasing
penetration of net-metering reduces DISCO revenue, leading to inequity. Technical
challenges such as voltage fluctuations and protection issues also require additional
investment. Levying fixed charges on these consumers can contribute to fair and equitable
cost recovery across the system, [4.4.1(d), 5.6.7 NE Plan 2023-27 (SD-14 and SD-90).

242, PISCO recommended to introduce fixed network usage charges based on sanctioned load
or export capacity, transition to a gross metering framework to avoid cross-subsidies and
restrict oversized DG installations exceeding sanctioned load.

24.3. The Authority noted that vide decision dated 23.06.2025, all DISCOs have been directed
to undertake a comprehensive study as outlined below, to thoroughly examine the impact
of ToU tariff timings and Distributed Solar integration on utilities operations,

* Comprehensive study on the Impact of existing time-of-use (Toll) tarif¥ timings and
proposed measures for aligning demand with evolving load patterns

»  Comprehensive assessment of the financigl and technical fmpacts of cﬁktrfbute&_’ solar
photovoltaic (PV) integration on distribution utility operations and inffastructire

24.4.  DISCOs were also directed to jointly develop, through mutual consultation, a uniform
Terms of Refexence (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.

24.5.  Here it is also pertinent to highlight that the Authority has elicited public opinion on the
NEPRA. (Prosumer) Regulations, whereby, changes in both the methodology and rate for
the units being exported are being proposed.

24,6, The Authority therefore considers it appropriate to review the quantum of fixed charges
to be levied on Net Metering Consumers, once the aforementioned studies are completed,
and also once the NEPRA (Prosumer) Regulations are notified / changes in the current
methodology and rate of units exported are finalized, Therefore, for the purpose of instant
determination, the Authority has decided not to make any changes in this vegard.

ey
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25.

26.

26!1‘

26.2.

26.3.

26.4,

26.5.
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be revised and ;MM;LMMM@S&E&_M
Actual MDI or Sanctioned Load or otherwise?

Wheth e should any Fixed Chazges on.co e’ ories who are currentk

paying any fixed charges?

PESCO submitted that NE plan provides direction to progressively include the Fixed
Charges in all categories (except Protected) [Priority Area 13 of NE Plan, SD-73 & 74
referred]. Fixed charges are Rs.500 to Rs.1,250 per kW & up to Rs. 5,000 per consumer as
determined in July 2024, Charging is based on actual recorded Maximum Demand
Indicator (MD1) or 25% of the sanctioned load, whichever is higher.

SD-74 of the NE Plan;

“Fixed charges shall be progressively incorporated in the tarifis of all consumer segments
except cousumers of protected category. Such fixed charges shall duly account for, inter
alia, share of capacity cost in cost of service, market interventions, consumption
behaviours and affordability of consumers. Itis aimed that by FY-2027, the fixed charges
shall accaunt for at least 20% of the fixed cost of the respective categories evaluated
throngh a cost-of-service study.”

PESCO recommended that fixed charges may be based on actual recorded MDI or 25% of
the highest recorded in last 12 months, whichever is higher. PESCO also submitted
imposition of per kW Fixed Charges for net-metering consumers to ensure fair Grid cost
sharing and Distribution Line sharing,

The Authority noted that earlier fixed charges were being levied at around Rs.400-
500/kW/month based on higher of 50% of sanctioned load or actual MDI for the month,
The rate was 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 initiated the process of
notifying the NEPRA (Prosumer) Regulations, whereby, changes in both the methodology
and rate for the exported units are being proposed. These changes, once approved, may
result in increased consumption from the Grid, consequently leading to higher recovery
of fixed costs, as part of variable charges, In view thereof, for the purpose of instant
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27,

27.1,

27.2.

27.3.

27.4.

27.5,

27.6,
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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.

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

Whether the schedule of tariff be designed on. cost-of-service basig or otherwise?

PESCO submitted that the NE Plan emphasizes cost-of-service based tariffs for transparent
cost recovery and equitable design. Tariff design based on the Cost of Service {CoS) ensures
wansparency, financial sustainability, and equitable cost allocation among consumers, The
current uniform tarff stricture creates cross-subsidization “where some categories
subsidize others, distorting cost signals and discouraging efficiency. A CoS-based design
aligns tariffs with actual cost causation while promoting efficient consumption.

PESCO also recommended that there should be a gradual transition to CoS-based tariff
design to avoid consumer shock, segment consumers by voltage and usage pattem to reflect
actual service costs, replace broad cross-subsidies with targeted subsidies funded by the
Federal Government and conduct updated CoS studies for all DISCOs to establish credible
cost benchmarks.

The submissions of all DISCOs regarding the applicability of a cost-of-service (CoS) based
tariff structure have been analyzed. Multiple DISCOs like HESCO, GEPCO, QESCO,
HAZECO, and PESCO explicitly referred to the NE Plan S1)-82, 83 and 84, which call for
transitioning toward CoS-based tariffs to promote trangparency, financial sustainability,
and equitable allocation of costs among consumer. categorles. 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 an the system.

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

a. Subsidies to’ protected categories of residential consumers shall be disbursed directly
pursuant to the detailed action plan to be developed under Strategic Directive 067;

b. Residential consumers (below ¢ost recovery) shall be cross subsidized by:
i. industzial & commercial consumers, pursuant to the Strategic Directive 084;

- i other residential consumers (above cost recovery).

sD 84 states that Cross-subsidy by the productive consumers, to subsidize residential and
agncu]lural conswmers, shall be progresswely restricted to 20% of the respectwe cost of
service of such consumers by FY-2026. Co

In light of the aforementioned provisions of NE Plan, the Authority, has decided to
gradually reduce the quantum of cross subsidization by the Industrial consamers in order
to make it cost reflective and major burden of cross subsidization is being shifted towards
commercial and other residential consuumers (above cost of service).
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Whether there will be any claw back mechanism or not?

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

The Authority understands that sharing mechanism for any savings by the utility has

' already been provided under each head separately e.g. O8M costs, T8D losses, cost of debt

ete. therefore, no such mechanism is separately required. However, still if there is any
additional return by the Petitioner, which could not be comprehended at this stage, the
same would be shared between DISCO and consumers equally.

Upfront Indexation/adjustment for the period July 2026 to Decemnber 2026

The MoE (PD) vide letter dated 18.08.2025, submitted that NEPRA determines the
consumer-end taviff 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 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 Rules read with Part 5 of the NEPRA Determination of Consumer-end Tariff
{(Methodology & Process) Guidelines, 2015, the Distribution Companies (DISCOs) are
required to initiate the tariff determination process by submitting their minimurm filing
requirements by January 31% of each year, The submission is followed by Authority's
internal meedings,” public hearing, tariff determination and -notification by the
Government. Keeping in view the recent annual tariff detexminations, the rebasing is
notified by the Government in the month of July, each year with effect from 1 July,

The Mok (PD) further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months. This increase in tariff coupled with higher consumption leads to
significant hike in the consumer electxicity bills of summer months which in turn results
in unaffordability, public dissatisfaction and nationwide protests in the country. The issue
can be streamlined if the tming of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariff increase can be absorbed
in consumer bills. This would result in relatively stable and sustainable electricity prices
throughout the year, The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
(Methodology and Process), 2015" to enable alignment of schedule of xegulatory
proceedings for planning activities and rate case & tariff determinations.

The MoE (PD) submitted that the Cabinet has approved that policy guidelines may be
issued to NEPRA to revise the annua) 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 already determined Power Purchase Price (PPP)
references up to June 2026, Projections for the remaining six months will be shared
subsequently.

In light of above and in exercise of powers under Section 31 of the Act, the Federal
Government issued the followmg policy guidelines for implementation by NEPRA;
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"WEPRA 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 fom January 1= of each year, after completion of all

regulatory proceedings.”

PESCOQ also vide letter dated 20.10,2025 submitted that the MoFE (PD) vide letter dated
16.10.2025, has conveyed that the Federal Government has approved the revision of the
annual tariff determination schedule, making it effective from 1% January each year. The
Authority has already determined the Power Purchase Price (PPP) references up to June
2026, accordingly, it is submitted that the references for the remaining period up to

%" December 2026 may also be determined, in line with the above-mentioned directives;

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

PESCO 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 effactive January 1, 2026, to ensure smooth, and timely transition to the

revised rebasing schedule.

The matter was discussed during the hearing, and the Petitioner requested the following
costs on account of interim indexation for the 06 inonths period from }ul 26 to Dec, 264

jul, 26 ta Dec, 26
Description - Amount
(Min. Bs.) .

C&M Cost 25,221
Depreciation . - - 3801
Renurn on Rate Base 8,948 §'
Less; Other Income (3,652}
Distribution Margin - 34,319
'['urnover Tax 2,031
Prior Period Adjustnents 445
Reveoue Requirement 36,795

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

process of notification.

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

Fay & Albwances [Min R
’ost Retirement Benchits [Min Re)
Repair & Maintzinance {MinRe)
‘Traveling allowance [M1n Re)
Vehicle maintenance [MIn. Re)
Other expenses . [hin Rs)
C&M Cost ' [MIn, Rs.}
Depriciailon [Min. Rs)
RORD ' [AMIn. Re)
O.incomea [LEERCN
Margin [Min, Re]

For the purpose of rebasing for the period from Jan. to Dec. 2026, the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PY4, 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.

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

Any under over recovery of the determined revenue reqlurement for the FY 2025-26,
based on the -allowed regulatory targets in terms of T&D losses, recovery etc., and
provisional revenue requirement being allowed for the six months period i.e. from Jul. to
Dec.26, would be adjusted subsequently, while determining the final revenue requirement
of the Petitioner for the FY 2026-27,

Qrder

In view of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2023-26,
JuCY 2026 (January 26 to December 26) including upfront Indexation/adjustment for the
period July 2026 to December 2026, to the extent of Supply function is summarized as
under;




30.2.

30.3.

60| Page

Determination of the Authority in the matter of MYT Petition
of PESCO for Supply of powar Tariff under the MYT Regime

Units Recelved [MkWh] 10,373
Units Sold [(MYkWh) 8,375
Units Lost [MEkWh) 1,998
Units Lost [2) 19,26%
Energy Charge 84,420
Capacity Charge 159,583
{I:')rasasrxfmszon Charge & Marker , 9*-?1 8
peration Fee '
Power Purchase Price [Mln. Rz) 263,722
Wire Business cost
Povtrer Purchase Price with wire M1, Rs]
business cost
Pay & Allowances [Min. Rs) 5,015
Post Retirement Benefits [Mln. Bs) 4,350
- Repair & Maintainance {Min. Rs.) 62
Traveling allowance {MIn.Rs] 87
Vehicle mainlenance (MIn. Rs] 78
Other expenses [Min. Rs] 1,561
O&M Cost (ln. Rs} 11,184 [
Depriciation iMin. Re] 417
RORB [ln. Rs] 1,727 | . 1,416
- Qlitome [Min. Rs) (1,944)|. ‘ 1,89
Murgin [Mln, Ra.] 11,384 [ '
Prior Year Adjustment (Mln. Rs) 16,483
‘Working Capital {Mln. Rs)
Revenue Requirement (M1n. Rs} 27,867 312,448
Average Tariff [Rs./kWh] 37.81

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 Petitiorier shall be held
responsible for the consequences arising out, under NEPRA Act, Rules and Regulations
made thereunder. Any consequential ad]ustment if required will be made accordingly.

The Petitioner is directed to follow the following time lines for submlssmn of its future
mdexauon/adjustment during the MYT control period;

sl
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30.4. Tor determination of use of system charges based on the aforementioned revenue
requirement the petitioner is directed to file its nse of system charges petitions in line with
apphcable documents i

305, 'The Peutloner is divected to ensure separate disclosure of each itern in its auchted financial
statements as mentioned in the determination.

30.6. The' Petitioner is also directed to ensure breakup of its Operating cost in terms of
Distribution and Supply function separately in its audited ﬁnanc:lal statements.

30.7.  The Petitioner is responsible to provide service within its service territory on a non-
discriminatory basis to 4ll 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.

30.8. The Petitioner shall follow the performance standards Jaid down by the Authorit:y for
dxsmbutnon and transmission of electric power, including safety, health and
environmental protection instructions 1ssued by the Authority or any Governmental
agency or Provincial Government;

309. The Petitioner shall ensure to develop, mamtam and publicly make available, its

' investment program for satisfying its service obligations and acqumng and selling its assets.

30.10. The Petmoner shall chsconnect the provision of electric power to a consumer for default
in payment of power cliarges or to a consumer who is mvolved in theft of electric pawer

on the request of Llcensee
30.11. The Petttloner shati comply wn'.h all the existing or future applicable Rules, Regulauons,
orders of the Authority and other applicable documents as issued from time to time.
3.  SummaryofDirection
311 'I'he Auﬂmoﬁty hereby directs the Petitioner;

i, To provide the reconciled date of sales mix for last 3 years with its reported revenue
as per audited financial statements.

ii.  Toprovide comprehenswe reconciliation of PYA allowed under djfferent heads for at
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iv.

- Vi

vii,

least last 3 years with the revenue reported in audited accounts,

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

To provide the amount of IDC capitalized with its subsequent adjustment request and
reflect the same in its 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 ensure that by the time it fles its next tariff petition/ adjustmenf requeét, MDI for
all consummers at all levels is properly recorded.

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

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

33.  The instant Determination of the Autliority along-with order part and Annexures be also
notified in terms of Section 31 of the Regulation of Generation, Transmission and
Distribation of Electric Power Act, 1997, while notifying the uniform tariff application
decision of the Authority. ' -

" AUTHORITY

62| Puge

' Amina Ahmed

Member

Waseem Mukhtar
Chairman -




Annex-J

FUEL PRICE ADJUSTMENT MECHANISH

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 Fue] Cost Component - Reference Fuel Cost Component

Whera:

IFuel 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

Roference fue] cost component is the fuel cost component for the cor respondmg 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
consuimer and the billing impact shall be worked out on the basis of consumption by the consumer

in the respective month,
b
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Avnnex-I-A

QUARTERLY ADJUSTMENT MECHANISM

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPP), excluding
Puel 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 (3= PPtacualy (excluding Puel cost}-PPPrecoy excluding Fuel cost
Where;

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

by the Authority.

PPProcoveeedy i the amount recovered based on reference rate in Rs/kKWh, excluding
fuel cost, as per the tariff determination that remained notified during the period.

Impact of T&D losses on FCA
= Maonthly FCA allowedmsnwn x Actual units Purchase x % T&DD losses

Where;

Monthly FCA allowed reawh is the FCA allowed by the Authority for the respective
months of the concerned period.

T&P Loss % is percentage of T&D losses that remained notified during the pericd.

The sum of amounts so worked for each month of the Quarter shall be divided by the Projected units to
be sold a5 determined by the Authority to work out Rs./kWh Quarterly adjustment. e
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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 PESCO engaged in
the business of distribution/supply of electricity within the terrtory mentioned in the
licence granted to it for this purpose.

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

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

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

. “Fixed Charge” means the paxt of sale rate in 2 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
recor_ded' in a month, whichever is higher, except in the case of agriculture taiff D2
where “Billing Demand” shall mean the sanctioned load.

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

Provided fircher that in case of new connections or consumers wiio fave
renewed/revised their sanctioned load, the fixed charges will be chaiged on 25% of
the sanctioned lpad or actual madmum demand recorded in a month, whichever Is
higher, However, upon establishment of MDI in next six months, the adfustment of
fxed charges will be made accordingly by the DISCO.”

Provided also that consumers having alternate/ dval source ie. captive power, net
metering etc. the existing mechanism of fixed charges shall remain the same i.e. the
95% of the sanctioned load or actusl maxtmum demand recorded in a month,

whichever is higher.

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

periods each of 15 minutes’ duration, g




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. QFF-PEAK TIMING
Dec to Feb (inclusive) 5PMte 9PM Remaining 20 hours of the day
Mar to May (inclusive) 6PMto 10 PM -do-
June to Aug (inclusive) 7 PMto 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-phase/three-phase appliances inclusive of both
general and motive loads subject to the conditions that in case of connected or
sanctioned load 5 KW and above supply shall be given at three-phase.

12. “Consumer” as defined in NEPRA. Act,

13. “Charitable Insttution” 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 Nationa! Transmission and Despatch Company.

15, CPPA(G) means Central Power Purchasing Agency Guarantee Limited (CPPA)G).

16, The “Authority” means “The National Electric Power Regulatory Autbority (NEPRA)”
constituted under the Regulation of Generation, Transmission and Distribution of

Electric Power Act.
GENERAIL CONDITIONS

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

2. The Company shall ensure that bills are delivered to conswmers at least seven days
before the due date. If any bill is not paid by the consumer in full within the due date,
a Lare Payment Surcharge (LPS) of 5% may be levied for next three (03) days after the
due date and thereafter 10% LP3 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,

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

4, In the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%. In the event of the said Power factor falling below
90%, the consumer shall pay a penalty of two percent increase in the fixed charges
determined with xeference to maximum demand during the month corresponding to

one percent decrease in the power factor below 90%. Q\ <
A Aoty !

2|Page




PART-T1
(Definitions and Conditions for supply of power specific to each consumer category)
A-1  RESIDENTIAL
Definition
“Life Line Consumer” means those residential consumers having single phase electric
connection with a sanctoned 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 consuming < 200 kWh
per month consistently for the past 6 months.

Residential Non-ToU consumers not falling under the protected category would be
categorized under "Un-protected consumer category”,

1. This Tariff is applicable for supply to;
1) Residences,
ii) Places of worship,

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

3. All new consumers having sanctioned load 5 kW and above shall be provided T.O.U
metering arrangement and shall be billed on the basis of tariff A-1(b) as set cut in the
Schedule of Tariff,

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

A-2  COMMERCIAL

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

i) Shops/Flower Nurseries/Cold Storage

i) Hotels, Hastels and Restaurants,

iti)y  Petrol Pumps and Service Stations,

iv)  Compressed Natural Gas filling stations,

v) Private Hospitals/Clinics/Dispensaries,

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

vii)  Guest Houses/Rest Houses,

viil) Office of Lawyexs, Solicitors, Law Associates and Consultants ete,
ix) Electric Vehicle Charging Stations (EVCS)

2. Electric Vehicle Charging Stations shall be billed under A-2(d) tariff i.e. Rs/kWh for
peak and off-peak hours, For the tme being, the tariff design 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 Llectric Vehicle Charging Station shall provide "charging service” to Electric
' Vehicle shall provide charging service to Electric Vehicles er the applicable taniff

for EVCS category. plus margin, to be determined by the market foxces 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 EVICS.

4, Consumers under tariff A-2 having sanctioned load of less than 5 kW shall be billed
under a Single-Part k'Wh rate A-2(a)

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

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

A-3  GENERAL SERVICES
L This tariff is applicable to;

L Approved religious and charitable institutions

ii. Government and Semi-Government offices and Institutions

fil. . Government Hospitals and dispensaries

iv. 1‘3ducational institutions

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

meani 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) tariff.
B INDUSTRIAL SUPPLY
Definitions
1. “Industrial Supply” means the supply for bona fide industrial purposes in factories

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

2. For the purposcs of application of this tariff an “Industry” means a bona fide
undertaking or establishment engaged in manufacturing, value additdon and/or
processing of goods, -

3. This Tariff shall also be available for censumers having single-nieterin'g arrangemernt
such as;

i} Poultry Farms
if) Fish Hatcheries, fish farms, fish nurseries & Breeding Farms and
iii) Seftware houses

Conditions _
An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connecton is seasonal in nature as defined under Tariff-F, and he
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B
1,
2. Consurners having sanctioned load upto 25 KW shall be billed on single-part kWh

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-¥ at the time
of acceptance of option for seasonal tariff. Seasonal tariff will be applicable from the
date of commencement of the season, as specified by the customers at the time of
submitting the option for Tariff-F. Tariff-F consumers will have the option to convert
to corresponding Reguler 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 seasor.
Once exercised, the option will remain in force for at least one year.

-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.

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
thar 5 kW may opt for ToU meter

The existing and prospective consumers having load of 5 kW and above shall be
provided T.0.U metering arrangement and shall be billed under tariff B1(b).

B-2  SUPPLY AT 400 VOLTS

B3
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This tariff is applicable for supply to Industries having sanctioned load of more than
25 kW up to and including 500 kW,

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

All new applicants i.e. prospective consumers applying for service to the Company
shall be provided T.O,U metering arrangement and charged -accoxding to the
applicablé T.O.U tariff,

SUPPLY AT 11 kV AND 33 kV
This tariff is applicable for supply to Industries having sanctioned load of more than
500 kKW up to and including 5 MW and also for Industries having sanctioned load of
500 kW or below whao 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
DISCQO's owned grid station subject to availability of load in the grid and cgpacity 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
proportiofate to load. While allowing extension in load, the DISCOs shall ensure that
no additional line losses are incurred and additional loss, if any, shall be borne by the
respective consumers.

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

5. Al B-3 Industrial Consumers shall be billed on the basis of T.O.U taxiff given in the
Schedule of Tariff.,

B-4  SUPPLY AT 66 kV, 132 kV AND ABOVE

This taniff 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
5MW or below who opt tc receive supply at 66 kV or 132 kV and above.

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

3. If the Grid Station required for provisien 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 Teriff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other
necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Eligibility Criteria laid
dowm by the Authority read with CSM,

4, All B-4 Industrial Consumers shall be bllled on the basis of two-part T,O.U tariff.
G BULK SUPPLY

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

General Conditions

If, for any reason, the meter reading date of a conswmer is altered and the
acceleration/retardation in the date is up to 4 days no notice will be taken of this
acceleration or retardation, But if the date is accelerated or 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,

G-1  SUPPLY AT 400/230 VOLTS
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1. This Tariff is applicable to a consumer having 2 metering arxangement &t 400 volts,
having sanctioned load of up to and including 500 kW.

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kKWh
rate i.e. C-I(a) tariff,

3. All new consumers having sanctioned load 5 kW and above shall be provided T.O.U
metering arrangement and shall be billed on the basis of Time-of-Use (T.0.U) tariff C-
1{c) given in the Schedule of Taxiff.

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

C-2 . SUPPLY AT 11XV AND 33 kV

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

2. The consumers may be allowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned grid station subject to availability of load in the grid and capacity in
the 11kV existing dedicated feeder. In such a case the consumer will bear 100% grid
sharing charges including transmission line charges and 100% cost of land
proportionate to load. However, only such consumers be allowed extension of load
beyond SMW upto 7.5MW whase connection is at least three (3) years old. While
allowing extension in load, the DISCOs shall ensure that no additional line losses are

_incurred and addidonal loss, if any, shall be borne by the respective consumers,

3. The supply under this Tariff shall not be available to a prospective consurer unless he
provides, to the satisfacdon 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 CSM. . ‘

4, 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.

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

C-3 SUPPLY AT 66 kV AND ABOVE

1. This tariff is applicable to consumers having sanctioned load of more than 5000 kW
receiving supply at 66 kV and above.

2, If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Criteria laid down by the Authority read with
CSM, the supply under this Tariff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent gxid 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
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necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Eligibility Criteria laid
down by the Authority read with CSM.

3. Existing consumers governed by this tariff shall be provided with T.0.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 Irigation 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 Operaton under Salinity Control and Reclamation
Projects (SCARP):

if) Bona fide forests, agricultural tube-wells and lLift frrigation pumps for the
irrigation of agricultural land.

ili} Tube-wells meant for aqua-culture,

iv) Tube-wells installed in 2 dairy farm meant for cultivating craps as fodder and for
upkeep of cattle.

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

3. The lamps and fans consumption in the residental quarters, if any, attached to the
tube-wells shall be charged entirely under Tariff A-1 for which separate metering
arrangements should be installed.

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

D1

1. This tariff is applicable to all Reclamation and Drainage Operation pumping under
SCARP related installation.

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.e. D-1(a) tariff given in the Schedule of Tariff.

3. All new consumers having sanctioned load 5 KW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of- Use (T.O.U) tariff
D-1(b) given in the Schedule of Tariff.

§[Page




4. All the existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangements and shall be governed by D-1(a) till that time.

D2

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

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

3. All new consumers having sanctioned load 5 XW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of Use (T.0.U} taniff
D- 2(b) given in the Schedule of Tariff.

4. All the existing consumers having sanctioned load 5 kW and above shall be pravided
T.0,U metering arrangements and shall be governed by D-2(z) tll that time,

E-1 TEMPORARY RESIDENTIAL/COMMERCIAL SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporarily on special accasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring cinemas and persons angaged in construction of
house/buildings/plazas of single phase loads. A temporary electric power supply
connection for the constuction 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 temporaty conmection was
obtained. However, there is no minimum time period for provision of temporary
connection. The temporary connection for ihunination, lighting, weddings, festivals,
functions, exhibitions, politieal gatherings or national and religious ceremonies, civil
or military functions etc., testing of industrial equipment or any other emergent
requirement of temporary natuxe, can be provided for specific time period not
exceeding two weeks. The sanctioning officer shall ensure that the temporary
. connection will be utitized for temporary purpose only.

Special Conditions of Supply _
1. This tariff shall apply to Residential and Commercial consumers for temporaxy supply.

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

E-2 TEMPORARY INDUSTRIAL SUPPLY

“Temporary Industrial Supply” means the supply given to an Industry for the bonafide
purposes mentioned under the respective definitions of “Industrial Supply”, during
the donstruction phase prior to the commercial operation 6f the Industrial concern,

SPECIAL CONDITIONS OF SUPPLY

L Oréinarily the supplyh under this Tariff shall not be given by the Company without
first obraining security equal to the antcipated supply charges and other
miscellaneous charges for the period of temporary supply.

<«
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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 outstanding dues.

F SEASONAL INDUSTRIAL SUPPLY

"Seasonal Industry” for the purpose of application of this Tariff, means an industry
which works only for part of the year to meet demand for goods or services arising
during a particular season of the year. However, any seasonal industry running in
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” means any period comprising twelve consecutive months,

1. All “Definitions” and “Special Conditions of Supply” as laid down under the
corresponding Industrial Taxiffs shall also form part of this Tariff so far as they may be

relevant,
Special Conditions of Supply
1. This tariff is applicable to seasonal industry.

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

4, All 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 his seasonal
industry re-connected with the Company’s Supply System in any ensuing season, the
service line and equipment belonging to the Company and installed at his premises
shall be removed after expiry of 60 days of the date of commencement of season
previously specified by the consumer at the time of his obtaining new connection/re~
connection. However, at least ten clear days notice in writing under registered post
shall be necessary to be given to the consumer before removal of service line and

10|Page




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

System,
G PUBLIC LIGHTING SUPPLY

“Public Lighting Supply” means the supply for the purpose of illuminating public
lamps. The supply under this tariff shall also be applicable for lamps used in public
playgrounds and public parks,
Definitions
“Month” means a calendar month or a part thereof in excess of 15 days,
Special Conditions of Supply
The supply under this Tariff shall be used exclusively for public lighting installed
on roads or premises used by General Public.

H RESIDENTIAL COLONIES ATTACHED TO INDUSTRIES

This tariff is applicable for one-point supply to residential colonies attached to the
indugtrial supply consumers having their own distribution facilities.

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

attached residential colonies and also for perimeter lighting In the attached
residential colonies,

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

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

Special Conditions of Supply

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

TARCTION

Supply under this tariff means supply of power in bulk to Railways for Railway
Traction only. ' '

11|Page
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

No. NEPRA/R/ADG(Tr)ITRF-626 &TRF-627 / {f SS—~(2— January 07, 2026

Subject:  Decision of the Authority in the matter of Motion for Leave for Review filed by Peshawar
Electrie Supply Company (PESCO) against decision of the Authority’s dated 14.06.2024 in
the matter of Annual Adjustment/Indexation of tariff for FY 2024-25

Dear Sir,
Please find enclosed herewith the subject Decision of the Authority (total 12 pages).

2, The Decision is being intimated to the Federal Government for the purpose of notification in the
official Gazetie 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 period specified in Section
31(7), then the Authority shall notify the same in the official Gazette pursuant to Section 31(7) of NEPRA

Act.
Enclosure: As above NQWUJ MC‘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 and Power Department, Government of Khyber Pakhtunkhwa, First Floor, A-Block,
Abdul Wali Khan Multiplex, Civil Secretariat, Peshawar

4. Managing Director, WNational 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, Peshawar Electric Supply Company (PESCO), WAPDA House, Shami Road,
Sakhi Chashma, Peshawar

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



r' 1 Decision of the Authority in the matter of MLR fifed by
%I'IEBIE é PESCO agatnst Authority’s decision in the matter of anntel adjustnent/ indexation of Teriff of FY 2024-25
FRAT

ecisin) the otion for Leave for Revi ed by Pesha ectric

Supply Company fEﬁCOI against decision gf the Authority’s dated 14,06.202% in the matter annual
adjustment/ indexation of Tariff for the FY 2024-25

1. ‘The Authority determined Multi Year Tariffs (MYT) of Peshawar Electric Supply Company
Limited (PESCO) {(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 taxiff
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 PESCQ's annual adjustment / indexation for the ¥Y 2024-25 vide
decision dated 14.06,2024,

2, The Petitioner being aggrieved with the said decision of the Authoxity, 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, which was held on
03.11.2025, at NERPA Tower, Islamabad. Notice of hearing was accordingly issued to the
Petitioner, to present its case before the Authority.

3. The Petitioner submitted that the input data, Deferred Credits, Salaries & Wages, Repair &
Maintenance Costs, Vehicle Running Expenses, Other Operating Expenses, Prior Year
Adjustments and other matters as discussed in subsequent sections used for determination of
Distribution Margin and Prior Year Adjustment be reassessed emabling PESCO to generate
enough revenue to perform its ebligatory dutes as prescribed by Authority. The Petitioner raised
following issues in the MLR;

i. Pay & Allowances
i. Post Retirerzent Benefits
iii. O8WM Expenses
..iv. Depreciation .
v. RORB
vi. Prior Year Adjustment (PYA)
vii, Any other grounds

4, The Petitioner’s submission on. each issue is as under:

Pay & Allowances;

v" The Authority has allowed Rs.20,484 million under the head of Salaries, Wages & Other
Benefits by applying 15% Ad-Hoc Relief (from BPS 1-22) on provisional basis for the F¥ 2024~
25, and the impact ofannual increment of 5% has been assessed for Salaries, Wages, and Other
Benefits of Y 2024-25 as well as other allowance allowed by Government of Pakistaz.

v 1In order to arrive at the figure of Rs. 18,820 million for FY 2023-24, Disparity Reduction
Allowance (DRA) @ 25% notified vide circular dated 08.07.2021 has not been allowed, which
may be reconsidered. Similarly, the impact of DRA allowance @ 25% needs to be incerporated

for [FY 2024-25 asweli,
QU eds



S Decision of the Authority in the matter of MLR filed by
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v As per the MYT Determination for FY 2020-21 to FY 2022-23, increase in Basic Pay to the
extent of 5% has been allowed for the whole year. However, the decision to allow annual
increment @ 5% for 7 months is not in line with the methodology as decided in MYT
determination, hence, the annual increment calentations may be reconsidered and be allowed

on average basis of 5% for the whole year as requested.
v" Furthermore, Federal Government has announced Budget for the FY 2024-25 on June 12,
2024, therefore, budgetary increases of Pay & allowances may be allowed accordingly. The
Authority is therefare, requestad to allow Rs, 22,549 million on account of Pay & Allowances

and reconsider its decision dated 14.06,2024,

Post Retirement, Bepefits:

v The Authority has allowed amount of Rs. 10,297 million for FY 2024-25 on the basis of the
pre-determined baseline amount of Rs, 9,361 million (FY 2023-24) against the PESCO request
of Rs. 14,063 million under the Post Retirement Benefits for FY 2024-25, which will be
insufficient to cover the actual expenditure, It is important to highlight that PESCO's Pension
cash payments for FY 2022-23 are Rs. 9,095 million, however, the Authority had determined
an amount of Rs.7,976 million, thereby, creating a shortfall of Rs. 1,119 million, which
resulted in delayed payment of commutation to pensioners, PESCO has proposed an amount
of Rs. 11,696 million and Rs. 14,063 million for FY 2023-24 and FY 2024-25, respectively.

v Purthermore, the anthority in its decision held that PESCO has been granted Rs. 3,984 million
above its actual expenditure up to FY 2022-23 for both Pay & Allowances & Post Retirement
Benefits and suggested that any excess expenditure be met from the surplus amount. The said
decision regarding adjustments in Pay & Allowances and Post-Retirement Benefits for Y
2023-24 is not in line with the mechanism outlined in MYT determination dated June 2, 2022,

v Since, the baseline figures for FY 2022-23 & FY 2023-24 didn't include new retirees’ impact,
hence, actual cash payments, considering 20% increase in pension payments from FY 2021~
22 to FY 2024-25 and additional burden of the NTDC Pensioners to the tune of Rs, 255 million
(Rs. 44 mIn p.a.) needs to be reconsidered.

v The Petitioner reguested the Authority to xeview its decision and allow actual cash payments
of the post-retirement benefits as requested in Indexation Application for FY 2024-25 gs per

helow table:

Min. Rs.
Description 2022-2312023-24)2024-25
Post-Retirement, Benefits| 9,095 § 11,696 | 14,063

¥ Moreover, the savings under the head of Pay & Allowances may be allowed to be retained
and transferred to the Pension Fund, instead of combining both the heads in line with MYT

N ot

determination mechanism.
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R&M, Travelling, Vehicle Running & Other Expenses

The Authority has determined other O8M expenditure, comprising of Repairs &
Maintenance, Travelling, Vehicle Running Expenses and Other Expenses of Rs, 3,907 million
against the PESCO request of Rs. 4,326 million, which is insufficient and will aggravate the
already fragile financial position. of the company. While allowing the expenditure under
Other O&M, the Authority has relied nupon the NCPI of December2023 as reported by
Pakistan Bureau of Statistics of 29.66%, which is adjusted with efficiency factor of 30%,
thereby allowed net increase of 20.76%, which is not sufficient to meet the requirements,
PESCO is already facing financial hardship and the determination of other expenses by
excluding various legitimate costs may hamper PESCO’s ability to provide uninterrupted
services to the consumers as it will further aggravate the weak financial position of the

company.

Repair and Maintepance;

PESCO in its Indexation Application for FY 2024-25 sought an allacation of Rs. 1,587 millien
for Repair & Maintenance on the basis of determined expenditure of Rs. 1,235 million for FY
2023-24 in view of inflation and the change in repair policy approved by the BoD, however,
the Authority allowed only Rs. 1,493 million which needs to be reconsidered in the light of
prevailing market prices of materials such as copper, iron, and aluminium. required for
electrical equiprent, which are continuously increasing. T

The power infrastructure incurred substantial losses due to devastating floods, leading to
significant damages to the power grid stations and distibution network. However, efforts
were made for rehabilitation and restoration of the damaged infrastructure and power supply
was successfully reinstated using alternative resources amid the flood damages to grid stations,
transmission lines, and poles, however, extensive xeconstruction operations were carried out
with huge financial impact.

"The Petitioner requested the Authority to adjust the Repair & Maintenance expenses

accordingly.
Min. Rs.

Description 2022-23 | 2023-24 | 2024-25

Repair & Maintenance Expense | 1,018 1,314 1,587
% Increase (Yo¥Y) 20% 21%

Vehicle Running Expenses:

The Authority's determined cost of Vehicle Running expenses for FY 2024-25 @ Rs. 320
million, with only a marginal 20.8% increase from the determined amount of Rs. 265 million
for FY 2023-24, appears much lesser than the prevailing market prices. Previously, the
Authority acknowledged the fact that the increased POL prices will impact recovery
campaigns and consumers services, as the same js required for daor to door surveillance and
monitoring as well as providing services to the consumers efficiently. In the MYT Tariff
Determinations, the Authority relied on the inflationary increase on General Category (CFI)
instead of the Transport Category, despite a substantial 24,07% increase in transport prices in

Moty
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December 2021, Furthermore, data from the PSO website indicates a 39% increase in POL
prices during FY 2021-22 and a 67.8% increase during FY 2022-23, consequently, the
expenditure for FY 2022-23 is increased to Rs. 272 million against the allocated amount of Rs.
226 million, whereas, bills of iﬁcreasing numbers are still pending for clearance,

v The Petitioner submitted following analysis of the increase in POL prices for the last four

years:
EFY 20-21 FY 21-22 FY 22-23 FY 23-24

Description Ave, Ave, Incr | Ave | Iner (Ave Rs | dnor

. Re/Ler, | Rs/ler| (yoy) | Rsdee | (voy) | Zie | (voy)
Average PCL Price
(Petrol + Dissel / PKR) 108 150 | 39.20% | 252 |[67.80%] 285 |13.18%
Deteymined Increased (vo) 12,409 8.60% 42%
NEPRA (Min Rs.) 208 226 320

v" The Petitioner requested adjustment of Rs. 435 million for Vehicle Running due to POL price
rise, against the authoxity determination of Rs, 320 million. The Petitioner further requested
to consider the prevailing market trends and enhance the Vehicle Running expenses
accardingly.

Description 2022-23 | 2023-24 | 2024-25

Vehicle Running Expense 79 |. 360 435

(Mn. Rs.)
% Increase (YoY) 52% 21%

Other O&M Expenses:

v The Authority has determined other expenses for FY 2024-25, amounting to Rs, 1,650 million.
Hawever, it is asserted that this amount is insufficient to provide uninterrupted services, It
should be noted that major component of increase in the expenditure under this head is
related to the cost of materials for Office Supplies and PESCO has experienced abnormal
increases due to fluctuations in international prices and rupee devaluation, leading to a xise
in various commodities’ prices. Accordingly, the Petitioner requested to consider the
prevailing ground realities and allow adjustment of Rs. 1,834 million as tabulated below:

Description 2022-23 | 2023-24 | 2024-25
Other O&M Expense (MIn. Rs.) | 1,364 | 1,519 | 1834
% Increase (YoY) 24.00% [ 34%
Depreciation;

v The Authority determined depreciation based on the Revised Gross Fixed Assets in Operation
(GTAIO) fox FY 2024-25 of Rs, 145,451 million, on basis of allowed investment of Rs. 10,054
million and a depreciadon expense of Rs. 5,017 million, has been allowed, While calculating
Depreciation Expense for FY 2024-25, Fixed Assets has been understated by Rs. 6,127,
thereby, resulting in allowing reduced Depreciation expense for the FY 2024-25. As per the
caleulation of Authority, an addition of Rs, 14,042 million (FY 2024-25) brought the total
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Fixed Assets to Rs. 151,578 million (FY 2024-25), however, the opening balance has been
taken as Rs. 131,409 million instead of Rs, 137,536 for FY 2024-25 for the calculation of
GFALO, herice, the same needs to be reconsidered accordingly. The comparison is as follow:

fviln, Rs.
FY 2023-24 FY 2024-25
NEPRA NEPRA | PESCO | Asset Base
Detexrmined | Determined | Proposal| Shorefall
Fixed Assets Q/B| 121,950 131,409 [137,536 6,127
Addition 15,586 14,042 14,042 -
Pixed Asgsets G/B] 137,536 145,451 | 151,578| 6,127

The decision. also pointed out that deviations from approved investment plans require prior
approval from the Authority for regulatory compliance. In accoxdance with this, a Revised
Business Plan has already been submitted to the Authority, for a revised investment of Rs.
30,446 million for FY 2024-25. Therefore, Authority may reconsider the determination of
depreciation for TY 2022-23 to ¥Y 2023-24 to align it with the revised Business Plan and
Audited Financial Statement. Additionally, the revised investment plan needs to be linked
with the NCPI local and NCPI foreign indices for foreign-funded projects.

Furthermore, the decision stated that the MYT determination mechanism allows for the
downward revision of depreciation only, based on the allowed investment for the respective
year. This approach does not consider unavoidable factors such as naturel calamities and
infladon-induced mismatches between the scope and amount of allowed investment. Such
approach. could lead to negative consequences for service quality and long-term efficiencies.
Ttis therefore requested that the projected depieciation based on the estimated investment of
Rs. 30,446 million be determined and that the Authority reconsider the policy of downward-
only adjustments, The Petitioner requested the Authority to review its decision and allow
depreciation expense of Rs. 4,210 million, Re.4,758 million & Rs.5,251 million for FY 2022~
23, FY 2023-24 & FY 2024-25, respectively, on the following basis:

Table-§: Dapreciation Expense

DESCRIPTION AUVDITED PROYVISIONAL JADJUSTHMENRT
F¥' 201113 FY'2023:34 FY'2024.35

Gross Fixed Assets In Operation (QFAIO) =

07,405 121,551 137,537
Opening Balance
Addition bn Fixed Assets {4465 15,585 +Ho42
Flxed Assetsin Operation (AFAIO)—

121,551 132,537 151,579
Closing Balance
Depreciation-Expense 4,219 4,T56 5,251

Rate on Return Base (RORB):

The Authority deterniined average RAB of Rs. 74,226 million and RORB of Rs, 15,145 million
for FY 2024-25, which is 20.4% of the RAB against the requested WACC of 21.27%, hence,
the same needs to be reconsidered in view of the MYT determination, wherein adjustments
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on account of variation in KIBOR is permissible on biznnual basis. The calculation of
determined RORB is as follow:

Min Rs.
Descrii:tion I 2024-23
Determination
Regulatory Asset Base (RAB) 74,226
WACC 20.40%
RORE 15,145
v" The brief detail of WACC is tabulated below:
XIBOR | KIBOR Cost of Debt Cost of
FY (ful Gan Ave-Hamually Boui WACC
2023) | 2029 (KIBOR2%) ey
2023-24 [ 22,508 | 21.46% 24.18% 14.47% | 21.27%
2024-25 - - 24.18% 14479 1 21,27%

v’ Further, the amount of deferred credit (along with cash shortfall of consumer deposit) used
for caleulation of RAB is overstated, as the cash balance of Meter Security of Rs. 6,872 million,
as per the Financial Statement of ¥Y 2022-23, has not been considered while calculating the
cash shortfall under the head of Meter Security for the period FY 2022-23 and subsequent
period as well, This resulted in an understatement of RORB by Rs. 587 million for FY 2022~
23, Similarly, the cash balance for FY 2023-24 and FY 2024-25 has also been understated,
leading to an overall reduction in calculation of RORB by Rs. 71 million & Rs. 664 million,

respectively.

FY 2022-23

Cash shortfall caleulations Determinati Audited | Asset Base
: etezmination Accounts Shorefalf

Fuuds to Be Available

Security Deposit 6,794 6,794 -
Funds Available )

Mater Security - 6,872 6,872
Cash Shortfall Added to Deferred Credit 6,794 -78 ~8&,872

v As already submitted via PESCO letter dated 16,05.2024, the economic situation of the
country made it challenging to achieve the scope of investment allowed in the investment

plan without a mechanism for NCPI-based adjustment, as was allowed to K-Electric in the
ic conditions ised Business Plan

recent decision. Consider vailing eco
may _be_considered, a ised investm 30.446 million may be allowed to

ESCQ for FY 2024-25, Moreover, the actual investment made during FY 2020-21 and FY
2021-22 may also be allowed, as it is within the limits of Rs. 76 billion allowed to PESCO for
five years if indexed based on NCPI. Accordingly, the Authority is requested to consider the

following adjustments under RORB based on actual investment: 3
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Rs. in Min

Description 2022-23|2023-24 | 2024-25

RORB Determined 7,844 | 14,292 | 15.145

Adjustment required for Meter Security

Cash Balance (Rs, 6,872 million) 587 71 664

Impact of Opening GFAIQ (Rs, 6,127 min) €03
& Deptecition (Rs. 215 min)

Impact of WACC @ 20.4% 694
Proposaed Adjustment in RORB 587 71 1,960
Revised Froposed RORB 8,431 | 14,363 | 17,105

Prior Year Adjustment;
Recavery of Quarterly Adjustments for the period October 2021 to March 2023:

v PESCO in its Addendum to Indexation Application vide letter dated 16.05.2024 has requested
to allow an adjustment of Rs. 1,220 miltion on account of recovery of quarterly tariff
adjustments for the under mentioned period in relation to the MLR decision dated 14.07.2023,
due to different erxors/ omission (e.g. over adjustment of incremental & lifeline units) noted
in the calculation for the period. The Authority in its decision dated 14.06,2024 has allowed
the adjustment partially to the extent of Rs. 75 million, whereas, balance amount of Rs. 1,143
million is outstanding, The detail of the requested adjustment is given below:

Incremental & Lifeline Units Adjustments Min. Rs.
' PESCO PYA Pending
- Requegted | Determined |Adjustment

1* & 2™ Quarters of FY 2020-21 941 - 941

3" Quarter of FY 2020-21 147 - 147

3" Quarter of T'Y 2021-22 8 8 -

4™ Quarter of FY 2021-22 113 57 56

1* Quarters of FY 2027-23 10 10 -

e Y T e B RS

v Further, for determination of QTA recovery for 1¢t, 2¢4 & 3 quaxter of FY 2020-21, the over
adjustment i$ on account of incremental Units, whereas, for 4% quarter of FY 2021-22 the
lifeline units for the months of Dec-22 & Jan-23 are not accounted for by the Authority while
assessing the adjustments for the said period. The detailed breakup is given below for ready

reference:
Over Adin an account of Incremental & Lifeline Units
AMin Rs,
Units' |Units to] Incre. I.:f:?::n QTA PESCO P.YA Pending

Period Reeolved | be sold | Units Acrusl | THt€ Requested | Deter'd | Adf

Koh  |Kwh  |Xwh  [Jwh  [ReskwhMitRs. __ |MixRs. |MinRs,
1™ & 2 Quarter
ey 2020-21) 16144 { 12,700 | 732 s | 1283 15301 | 1524t [ 941
3 Quarter "
oY 2020-21) 16144 | 12700 | 732 105 [ o201.] 239 2540 147
£ Quarter : 56
(FY 3021.22) 2455 | 3ss7 | 18 <) 341 1477 | 11,533
Totsl 29,170 30,314 1.145

ol
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v Accordingly, the Petitioner requested the Authority to reconsider its decision and allow the

Rs. 1,145 million as PYA.

Determination of Quarterly Tapiff Adjustment on account of Inerem ental Units under ISP-IT
Relief Package during Nov 2020 to June 2021:

v PESCO vide addendum dated 16.05.2024 requested to allow an adjustment of Rs. 2,210 rillion
on aecount of pending QTA adjustment of ISP-II incremental units however, the same has
not been decided. The adjustment on account of incremental consumption in respect of
PESCO as per the transfer pricing mechanism was claimed, however, the Authority has not
allowed the impact of incremental units of ISP for FY 2020-21 (Nov-20 to Jun-21) on Capacity
Charges, Variable Q&M and Use of System Charges, consequently, resulting into the shortfall
of Rs. 1,168 million for the period of FY 2020-21 (Nov-20 to Jun-21), Further, there is over
adjustment of Rs, 1,042 million due to excess recovery on account of incremental units,

summaries as under;

Min, Rs.

QTA Adjustment of Incremental Units to be 1168
Allowed /Nov 2020 to Juin 2021) !
Excess Deductions on account of QTA Recovery 1.042
on Incremental Units [20) &3Q FY20] i
Total Adjustments | 2,210

ination of Quarterly Tariff Adju account of Incremental Units under Winter

Incentive Relief Package for the period Nov 2021 ta Feb 2022:

v The Authority is allowing adjustment on incremental sales since FY 2021-22 in Quarterly
Tariff Adjustments, however, the impact of WIP incremental units for FY 2021-22 is still
pending and has not been considered in the Quarterly Tariff Adjustments by the Authority,
resulting in shortfalls of Rs. 434 million for Nov-Dec 2021 and Rs. 16 million for Jan-Feb 2022,

The breakup is given below;

Ml Rs.
FY 2021-22
L Claim of WIP Total
Description Adjustment
| (2nd Quer) | (300 Q) :

Impact of Vagiable O&M a2 2 34
Impact of CPP 869 31 00
UoSC Adjustment 39 1 40
Recovery on Incremental Units 505 =17 -522
Adjustment to be Allowed 434 16 450

v" However, the Authority in its decision dated 03.04.2024 has held that the impact of
incremental units for FY 2020-21 has already been acconnted for while working out the Sales
Mix of the Petitioner for FY 2020-21 but the Petitioner has not raised any observation on this
account. In this regard, it is clarified that PESCO has raised its observations xegarding
adjustments of the incremental units (both ISP & WIP) in Indexation Petition. for FY 2023-
24, subsequently in MLR petition and now in Indexation Petition for FY 2024-25, hence, the
said observation may be reconsidered, It is pertinent to mention here that the adjustment of

WA
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incremental units in Sales Mix has no co-relations with the determination and subsequently,
recovery of Quarterly Adjustments and needs to be treated separately. Further, as per the
transfer pricing mechanism provided in the notification, the impact of adjustments of these
wnits is required to be allowed in the Tariff Determinations (QTA and /or as PYA) but the
same cannot be achieved in the Sales Mix (SM) Calculations, because the said calculation is
based on Units excluding Incrementat Units. Therefore, it is again requested that the above
Adjustment be allowed on the differential Incremental Units,

Recovery o AFY 2021-22

v The Authority has allowed negative adjustment of Rs.773 million on account of Prior Year
Adjustment (PYA) for FY 2021-22, wherein, it has included sales to lifeline, domestic
corisumers' up-to 300 units and agriculture consumers based on their actual sales mix. It is
worth mentioning here that according to the notified SOT for the xecovery of prior year
adjustments (PYA), only lifeline consumers are exempted while domestie and agriculture
consumers are subject to these adjustments, If the same is considered this could lead to an
adjustment of negative Rs. 588 million for the period July-22 to june-23.

Other Income:

v" An adjustment of Rs. 423 million has been made by the Authority in its decision dated
14.06.2024, considering the decision made in the MLR dated 03.04.2024, under the head of
Wheeling Charges paid by TESCO, which is contrary to earlier tariff determinations. PESCO
vide its addendum letter dated 16.05.2024 has also highlighted the issue but it is not
considered by the Authority in the said decision. Hence, the Petitioner requested the
Authority to reconsider its decision and allow the said amount as PYA

,]_'m_p-act of positive FCA yegarding Lifeline Consnmers:

¥ 'The Authority was requested vide letter dated 16.05.2024 for the determination of impact of

positive FCA on lifcline consumers, previously, during regulatory proceeding these charges
were allowed on the basis of regulated mix being price variance, however, now the said
mechanism bas been revised and it is being conveyed that the said variance will be allowed
on the basis of actual lifeline units. .

v" Accordingly, the actual data has been shared with the Authority, hence, the authority has
only allowed Rs. 216 million (from Jan-23 to Dec-23). Earlier, during regulatory proceeding
these charges were allowed as part of periodic adjustments, however, since the issuance of
Quarterly Adjustments determinations, the Authority on the issue of Periodic Quarterly
Adjustments in Tariff for FY 2017-18 to FY 2020-21, has neither allowed the impact of lifeline
consumers in the quarterly tariff determinations, nor the same has been allowed in Annual
Tariff Determinations of PESCO as part of Prior Year Adjustments (PYA) thereby, resultin

in the shortfall of Rs.86 million for the period FY 2017-18 to FY 2020-21.

v The yearly detail of pending / unrecovered positive FCA on lifeline consumers as per the
Quarterly requests filed by PESCO and Quarterly FCA allowed by NEPRA. is as under:

Impact of FCA
i




ﬁﬂB
J‘nﬁ*
Min Es.
Perod PESCGO | NEPRA | Variance
FY 2017-18 16 - 16
Y 2018-19 27 - 27
FY 2019-20 43 - 43
TY 2020-21 15 15 -
FY 2021-22 425 425 -
FY 2022-23 113 113 -
TY 2023.24 266 143 123
Total 9035 696 209

Decision of the Authority in the matter of MLR filed by
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v" 'The Petitioner requested the Authority to allow the remaining impact of positive FCA,
" . amounting to Rs. 209 million in the matter of life line consumers as part of Prior Year
Adjustment. Further, the adjustment of positive FCA on lifeline supplies against the subsidy
receivables is against the GoP policy which states that the negative impact of FCA may be
adjusted against the GoP Subsidy, hence the same needs rectification as the said amount

pertains to consumers rather than receivables from GoP.

5.

Based on the information given in the preceding paragraphs, summary of the Petitioner’s request

is as under;

Table-15: PROFPOSEDR ADJUSTMENT FOR FY 2024-25

FY 2024-25 FY 2024-25

DESCRIPTION ADJUSHENTS
DETER'D . REVISED

Power Purchase Price . 391,910 391,210
Oper, & Maintenance
Safaries & Other Benefits 20,483 2,066 22,549
Post Retr. Benefits- 10,297 3,766 14,063
Repair and Maintenance 1,493 94 1,587
Traveling Expenses ' 444 26 470
Vehicle Expenses 320 15 435
Other Expenses 1,650 184 1,834
O & M Cost 34,687 6,251 40,938
Depreciation 5017 234 5,251
Return on Rate Base 15,145 1,960 17,105
Lesg Other Income (5.021) - (5.021)
Distribution Margin 42,828 8,445 58,273
PYA 3,156 4,672 7,778
Met Revenue Requirement 444,894 13,067 457,961

The Authority has c:é:refu}ly considered the submissions made by the Petitioner under each head.

Regarding Pay & Allowances and Pension Benefits, the Authority in order to assess the request
of the Petitioner, analysed actual cost of PESCO under both headsi.e. Salary & wages and Pension
for the entire MYT control period from FY 2020-21 to FY 2024-25, The Authority noted that
actual cost of the Petidioner for both these heads combined, remained lower as compared to the

b
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11,

12,

13.

cost allowed by the Authority. Accordingly, the required adjustment has been made and included
as part of PYA in the MYT datermination of the Petitioner for the FY 2025-26.

On the point of allowing additional cost on account of R&M and other O&M expenses, the
Authority noted that while setting up the reference costs for the test year of the MYT control
period ie FY 2020-21, the same were based on the latest available audited accounts of the
Petitioner at that time. The MYT determination further provided to index the reference/ allowed
cost with CPI-X factor during the MYT control period. Thus, the costs allowed were in line with
the MYT methodology and adjustments were allowed as per the mechanism provided therein.
Hence, no fuxther adjustment is allowed in this regard, with the direction that the Petitioner
shall ensure to remain within the atlowed costs.

Regarding depreciation charges, the Authority has carefully considered the submissions of the
Petitioner and noted that Depreciation for the FY 2022-23 has already been trued up vide
decision dated 14.06.2024, whereby the Petitioner was allowed an additional amount of Rs.421
million as part of PYA for the FY 2022-23. Regarding Depreciation for the FY 2023-24 and FY
2024-25, the same has been trued up in the MYT determination of the Petitioner for the FY
2025-26, and included as part of PYA, based on the allowed investment plan. Regarding concern
of the Petitioner to allow revised investment plan and link the same with NCPI Jocal and NCPI
foreign indices for foreign-funded projects, the Authority notes that the said request in not
subject of the instant proceedings and the Petitioner may take up this issue separately fox
consideration of the Authority.

On the issue of RoRB for the FY 2022-23, the same has already been trued up in the
determinadon dated 14.06.2022, whereby the Petitioner was allowed Rs.330 million, thus no
further adjustrent is required in this regard. Regarding RoRB for the FY 2023-24 and FY 2024~
25, the RoRB has also been tred up while working out the MYT for the FY 2025-26, whereby
negative amount of Rs.2,303 million and negative amount of Rs.3,960 million for the FY 2023~
24 and FY 2024-25 respectively, has been adjusted and included as part of PYA forthe FY 2025-
26.

Regarding impact of Quarterly Adjustments for the period October 2021 to March 2023, the
Authority noted that the aforementioned adjustments were included in the PYA determined for
PESCO for the FY 2023-24 and FY 2024-25. However, keeping in view the submissions of the
Petitioner, the same has now been reworked and the differential amount has been included as
part of PYA while working out the tariff of the Petitioner for the FY 2025-26.

Regarding impact of Quarterly Tariff Adjustment on account of incremental units for the period
from Nov 2020 to June 2021, the Authority noted that this impact has .aJready been considered
while workihg out the sales mix of the Petitioner for the FY 2020-21, thus, the request does not
merit any further consideration. Further, this matter has also been discussed in the 1% quarterly
adjustment for the FY 2021-22 decision dated 09.05.2022, Therefore, the Authonty does not see
any jusdfication to review its earlier decision, :

Regarding quatterly adjustments for the 2 quarter of FY 2021-22 and 3% quarter of FY 2022-23,
the Authority observed that these quarterly adjustments were worked out based on net units, i.e.

T
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units purchased for incremental sales were not included while working out the quarterly
adjustments, Accordingly, the cost recovered on incremental units over and above the fuel cost
was adjusted from the quarterly adjustments, worked out on net units. Thus, no further
adjustment is required in this regard. Therefore, the Authority does not see any justification 1o

review its earlier decision, )

On the poinc of recovery of earlier PYAs, the impact in this regard has been included in the MYT
determination for the FY 2025-26, as part of PYA.

Regarding Other income, the Authority vide decision dated 03.04.2024 reworked the Petitioner’s
other income, whereby an amount of Rs. 945 million was allowed as part of MLR. While working
out the alowed amount of Rs.945 million, the Authority only included the amount actually paid

by TESCO to the Petitioner as part of other income. Thus, the Authority does not see any
justification to review its earlier decision. Hence, request of the Petitioner is declined in this

regard,
The impact of FCAs not passed on to the consumers has been reworked and allowed in the MYT
determination for the FY 2025-26, as part of PYA.,

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

AUTHORITY
Amina Ahmed Engr. Magsood Anwar Khan -
Member _ Member
.. ) ) _
o
Waseem Mukhtar
Chairman
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

[ o) : NEPRA Tower, Attaturk Avenue {East), G-5/1, Islamabad.
. Tel: +9’2-51-9206500, Fax: +92-51-2600026
Rengtl’af Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk
No. NEPRA/R/ADG(Tariff/TRE-1 OOICPPAGM/ F3 —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
& III (total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026.

2. . The instant Decision of the Authority alongwith Annex I, [l & IIf 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-, 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.
O At Lruas

Enclosure: As above
(Wasim Anwar Bhinder)

Secrefary,

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

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-Hag Road, [slamabad
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The Ministry of Energy (Power Division) (MoE-PD) vide letter dated 18.08.2025,
submitted that the Authority determines the conswmer-end tariff for XWDISCOs and X~
Electric in accordance with Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (the NEPRA Act), read with Rule 17 of the
NEPRA (Tariff Standards and Procedure) Rules, 1998 and the uniform rebased tariff, once
determined by the Authority, is notified by the Federal Government under Section 31(7) of
the NEPRA Act. It was further submitted that the latest rebasing was notified on July 1,
2025. In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read
with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies (DISCOs) are required to initiate
the tariff determination process by submitting thelr 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 I*t July each year.

The Ministry further submitied 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 tdming of annual rebasing is aligned with periods of relatively lower
electricity consuwmption, such as winters months, thereby enabling smoother absorption of
tariff variations and contributing greater stability in consumer bills over the year. Strategic
Directive 8 of the National Electricity Plan (NE Plan), which envisages, that the Regulator
shall also revisit the "Guidelines for Determination of Consumer End Tariff (Methadology
and Process), 2015 to enable alignment of regulatory proceedings for planning activities
and schedule of rate case and tariff determinadons.

The MoE submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual taxiff 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
relevanr legal and regulatory framework (guidelines, rules and procedures) to ensure
that annual rebasing Is potified with effect fiom Jenuary 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 Jetter dated 07.10.2025 to submit the (PPP) forecast for

Calendar Year (CY) 2026 (January-December 2026)







14.

15.

16.

17.

e
AL .
Dacision of the Authority in the matier of

rx#-ﬂ.»"-‘l:

Power Purchase Price Forecast for CY 2026

Considering that the PPP constitutes a substantial component of the consumer end tariff,
t the Authority, in order to ensure transparency and afford an opportunity of hearing to
all the stakeholders, decided to conduct a public hearing in the matter. Accordingly, a
public hearing was held on 18.11.2025 at NEPRA Tower Islamabad, Notice of the public
hearing was published in the National Dailies on 12.11.2025, inviting comments and
objections from the interested/ affected parties, In addidon, 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?

¢. Which is the optimal achievable power purchase price scenario for rebasing of
consumer end tariff for the period from fanuary 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 Minisiry 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 consultadon with relevant stakeholders including NGC and ISMO.
CPPA-G submitted that, following internal deliberations and consultation with the
relevant stakeholders, it prepared and submitted the PPP forecast report for consideration

of the Authority,
The following synopsis of PPP forecast for CY 2026 was presented by CPPA-G:
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19.3. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electricity consumption trends. Based on historical elasticity
estimates and GDP projections by IMF, economic growth is expected to result in 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:

Fab-26 . 5,903 5,950
Mar26 7,203 7,310
Apr-26 9,270 9,408
May-26 11517 11,688
Jun-26 12,630 12,817
Jul-26 12,809 12,999
Aug-26 12,759 12,989
" Sept-26 11,499 11,669
Oct-26" 9,281 5419
Nov-26 .6,816 6917
Dec-26
v Dl
arm H5h
Jan-24 758 777
Fet-26 732 751
Mar-26 966 920
Apr-28 550 974
May-26 1072 1,028
Jun-26 1,184 1,214
Jul-24 1,265 1,296
Aug—2_6 1,265 1,256
Sepr25 | . 1,224, 1255
Oc26 |~ 167 - 1106
‘Nov-26 | 957 992
l;Jcc‘26 777 797

19.4, CPPA-G presented the following demand trends for the last twa years, based on which it
has assumed a growth of 19 in the instant PPP forecast:

N (;\— 6






&1
ALY .
T e Decision of tha Authority i the matter of

Poswer Purchase Price Forecast for CY 2026

20.3.

20.4.

20.5.

20.6.

During the hearing, CPPA-G explained that' indent (water release) forecasts are
inherently uncertain and, therefore, cannot be predicted with precision. In view of such
variability, CPPA-G submitted that the adoption of extreme hydrology assumption may
not be prudent for the purposes of PPP forecasting, Furthermore, the Indus River System
Authority (IRSA), in its letter to ISMO dated 26 November 2025, has reiterated that
reservoir operations are governed by clause 14{c) of the Water Apportionment Accord,
1991, As per the said framework, reservoir releases are prioritized to meet provincial
irrigation  requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches,

Fuel Prices
With regards to the fuel prices, CPPA-G submitted that fuel costs constitute a significant
driver of the fuel cost component within the (PPP), Accordingly, the forecast i incorporates
assumptions for normal fuel prices, based on reputable data sources to ensure accuracy and
relevance. For imported fuels, price assumptions are based on market data published by
Argus Media and Platts, whereas local fuel prices are informed by inputs from OGRA,
NEPRA, and TCEB. These assumptions are detailed below:
Fuel Price Assumptions

Imp Imp Imp
Coal Coal Coal Thar

Years | Gas | Bremt | API-4 | Ic13 | xcr-4 | € | gyo fag““ HSD
Rs, .
B/Thi.?{ 8/Barrel | $/MTon[ $/MTon} $/MTon | $/MTon $/MTon Rs;:{'[‘ Rs/Litre
Jan-26 | 1,225 &7 84.6 58 307 186 461 5209 | 276.81
Fcb-26 | 1,275 &7 84.6 58 1 307 18.6 461 5200 | 276.81

Mar-26 | 1,225 67 846 58 .7 18.6 461 5209 | 276.81-
| Apr-26 | 1,225 &7 84.6 - 58 307 18.6 461 3209 | 27681
May-26 | 1,225 67 84.6 58 30.7 18.6 461 5209 | 276,81
Tun-26 | 1,225 | 67 84,6 58 4 307 18.6 461 5209 | 276.81
Jul-26 1.225 67 - 84.6 58 30.7 18.6 461 5470 | 276.81
Avg-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276,81
Sept-26 | 1,225 67 846 a8 30.7 18.6 461 5470 | 276.81
Oet-26 | 1,225 67 84.6 58 30,7 18.6 461 5470 | 27681
Nov-26 | 1,235 67 846 58 30.7 18.6 4561 5470 | 276.81
Dec-26 | 1,225 67 84.6 58 30.7 18.6 45t 5470 [ 276.81

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

Econometric Parameters

With respect to key macrcecanomic 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 QOutlook
report. To estimate KIBOR and SOTR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics.
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Other Assumpdons:
20.12. CPPA-G submitted that the following additional assumptions have been applied in the

preparation of PPP references for CY 2026. ‘

¢ HVDC+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 NARL

¢+ RLNG Offtake: The mandatory 50% offiake 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-time system
conditions and will be managed in accordance with prevailing contractual

agreements.

» Renawable Energy Generation: Assumed based on the Previous year's energy
profile, ' ’ '

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

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

« Future Projects: lﬁcorpo:ated based on the best available technical
agsessments and information. However, actual dispatch may differ in
response to prevailing system conditions,

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

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

il ey
sl

Sold o BISCOS cwn 125,822 125,822 127,315 125,822 125,822
in R 995,368 | 1024509 | T0B006) 1031652 v67,285

Fuel Cort Re /W 754 814 800 920 7.69
, o fis 50,106 51,000 51995 50,106 0,106

variablz Q&M T frsmwn 0.0 ot 040 0.90 040
: - b s LING0Z) 200,058 | LoAe0E| 197460 | 1S7ie0l
Copacity Chasges Rs./KWh 1569 1607 .45 15.69 1569
_ ) MinRs 30T | dowree | 30%853 | 3056380 | 5991998

Power Furclase Price (Bxr, Trans] R T Wh YF 2167 B85 7129 23578
Transmission « MOF Charpes ReSLWh 1.91 " 181 183 13 1.41
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22,

211

222,

23,

What methodology has been adopted for allacation of generation (GWhs). to DISCOSs
along with power purchase price cost?

CPPA-G submitted that, the actual monthly consumption pattern of DISCO’s at the
132kV level, as observed during the immediately preceding period, has been maintained
across all the scenarios. The Authority in its determination for SPA registration has
mentioned the allocation of capacity on the basis of coincidental MDI initially, prior to
transition to allocation factors, CPPA-G submitted that the implementation of the said
mechanism remains contingent upon the Authority's determination in the matter of
petition filed by NGC and accordingly, the actual allocation trends would be available

once the MSP (NGC) would start providing data in accordance with the determination.

In view of the above, the allocation of CPP to DISCOs continue on non-coincidental
besis. For this, the latest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs. During hearing, no DISCO objected either to the criteria or the proposed
quantum of energy allocated to each DISCO by CPPA-G,

Various stakeholders submitted their comments in the matter. A summary of relevant

comments is as under:

-v" M., 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.

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

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

" Mr. Tanveer Barry, a commentator, noted that according to CPPA-G's submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/KWh,
while the highest stands at Rs,26,53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contracts. In response, CPPA-G clarified
that the impact of these renegotiations had already been incorporated during the
previous rebasing, wherein the PPP decreased from Rs.27.00/kWh in FY 2024-25 to
Rs.25.98/kWh in T'Y 2025-26. .

¥ 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
continued closure of industrial units,

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

Qo
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29,

30.

3L

32,

33.

34,

35

Power Purchuse Price Forecast for CY 2026

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

{n view of the foregoing and for the purposes of the projecting the PPP for CY 2026, the
Authority considers the demand growth of 1% as projected by CPPA-G, to be reasonable

for the present determination.

The Authority observes that other critical factor that impacts electricity prices is the
exchange rate- parity. Pakistan's power sector costs are generally tied with dollar
indexation, and any change in exchange rate parity direcdy impacts the energy and
capacity charges of generation segment, which constitute over 85% of the total cost of
power sector. With devaluation of PKR against U.S. dollar, cost in local currency
increases, potentially leading to higher electricity prices for consumers, therefore,
accurate assessment of PKR/ USD as far as possible, is one of the most crucial elements of
PPP forecast, '

CPPA-G presented multiple exchange rate scenarios in its PPP projections, ranging
between Rs.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 usefid sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01.2026, realized this ‘fact and
submitted révised PPP 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 volatiliry 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 making such projections.

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

In view of the discussion made in the preceding paragraphs, the assumptions and source
wise estimated/projected generation along-with estimated cost of electricity generation

for the CY 2026 is approved.as under;

14
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around 32% of the total projected PPP. The National Average Power Purchase Price
(NAPPP) works out as Rs.25.32/kWh and the National Average Energy Purchase Price
(NAEPP) works out as Rs.8.13/kWh. The generation cost is transferred to the DISCOs as

per the prescribed mechanism,

37. DISCOs wise PPP for CY 2026 is as under;
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Annex-IT

FUEL PRICE ADJUSTMENT MECHANISM

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

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

Where:
Fuel Price variation is the difference between actual and reference fuel cost component

Actual fucl cost component is the fuel cost component in the pool price on which the
DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracts, in a particular month; and

Reference fuel cost component is the fuel cost component for the corresponding month
projected for the purpose of tariff determination;

The fuel price adjustment determined by the Authority shall be shown separately in the bill of the
consumer and the billing impact shall be worked out on the basis of consumption by the consumer
in the respective month.
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