Government of Pakistan
Ministry of Energy

kedkkdkkkkkhkkhihh ki

Islamabad, the 13" January, 2026.

NOTIFICATION

S.R.0. 49(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. 374(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 Quetta Electric Supply Company (QESCO), 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 7"
January, 2026 in respect of QESCO 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 Eiectric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad.
Tel: +92-51-9206500 Fax: +92-51-2600026

Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

Registrar

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

DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FILED BY THE
FEDERAL GOVERNMENT UNDER SECTION 7 AND 31(7) OF THE NEPRA ACT
1997 ( THE ACT) READ WITH THE RULE 17 OF NEPRA (T STANDARDS
AND PROCEDURE) RULES, 1998 (THE RULES) WITH RESPECT TO
RECOMMENDATION OF CON ‘-UMER END TARIFF

Subject:

Dear Sir, ' .
Please find enclosed herewith the subject Decision of the Authority (total 18 Pages). The instant

Decisiod including Annex-A & A-1, B & B-1and Cis intimated to the Federal Govemment for notification
in terfs of Section 31(7) of the Act.

2. Further, the Federal Government while notifying the instant Decision, shall also notify the individual
Decisions of the Authority issued in the matter of each XWDISCO along with Dec:131on of Power Purchase
Price (PPP) Forecast for the CY 2026 dated 07.01 2026 ' :

Enclosure: As above

(Wasnn Anwar Bhinder)

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

Islamabad
Copy to:
Secretary, .Mr. Shehriyar Abbasi,
Ministry of Finance, Deputy Secretary
'‘Q’ Block, Pak Secretariat, Cabinet Division,
Islamabad Cabinet Secretariat, Islamabad
Secretary, Sccretary,
Energy Department, Energy Department,
Government of Punjab, Government of Sindh,
8th Floor, EFU House, Main Gulberg, 3' Floor, State Life Building No. 3, Opposite CM
Jail Road, Lahore House, Dr., Zai-ud-din Ahmad Road, Karachi
Secretary, Sceretary,
Energy and Power Department, Energy Department,

Government of Balochistan,
Civil Seci retariat, Zarghoon Road,
Ql.uetta :

Chief Executive Ofﬁcer,

Government of Khyber Pakhtunkhwa,
First Floor, A-Block, Abdul Wali Khan Multiplex
Civil Secretariat, Peshawar

Secretary,

Water & Power,

Govemment of Gilgit Baltistan,

Near Kara Kuram International Univermty
Gilgit

Ceatral Power Purchasing Agency Guarantee
Limitsd (CPPA-G), Shaheen Piaza, 73-West,

1E zI-e-I-Iaq Road,
‘Isiamabad
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECO), 426/A, PMA Link Road,
Jinnahabad Abbottabad

Chief Executive Officer,
Sukkur Electric Power Company Ltd. (SEPCO),

SEPCO Headquarters, Old Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (KEL),

KE House, Punjab Chowtangi,, ,
39 - B, Sunset Boulevard, Phase-Il,

Defence Housing Authority, Karachi

Chief Executive Officer,

: Hyderablad Electric Supply Company Ltd, (HESCO),

WAPDA Water Wing Complex, Hussainabad,
Hyderabad

Chief Executive Officer,

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

Chief Executive Officer,

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

Chief Executive Officer,

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

Islamabad

Chief Executive O icer,

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

Faisalabad

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

Chief Executive Off;loer,
Lahore Electric Supply Company Ltd (LESCO),
22-A, Queen’s Road, Lahore

Gujranwala :

Chief Executive Ofﬁcer Chief Executive Officer,

Multan Electric Power Company Ltd. (MEPCO), | Quetta Electric. Supply Company Ltd, (QESCO),
Complex, WAPDA Colony, Khanewal Road, 14-A Zarghoon Road, Quetta

Multan
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neHa Decision of the Authority regardwg motion filed by Federal Government under

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

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

{ RESPECT TO REC ATION OF THE CONS T

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

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

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

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

4. The MoE (PD) in its Motion stated that National Electricity Policy, 2021 (hereinafter, “the
Policy”} approved by the Council of Common Interests, provides under Clause 5.6.1 that the
financial sustainability of the sector is premised on the recovery of full cost of service, to the
extent feasible, through an efficient tariff structure, which ensures sufficient liquidity in the

-I/i.o
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sector' and under Clause 5.6.4 stites that in dué Course, financial self-sustainability will
eliminate the need for Government subsidies (except for any subsidies for lifeline, industry or
agriculture consumers, as per prevailing Government considerations). The Policy further states
that in view of various parameters, including (a) the socio-economic objectives; (b) budgetary
targets in field; and (c) recommendations of the Regulator with respect to consumer-end tariff
for each State-Owmed Distribution company, the Governmment may continue to propose
uniform tariff across the consumers and regions. In pursuance thereto, the Regulator shell, in
consumer interest, deteymine a uniform tariff (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 taxiff application, determine a uniform tariff for public sector licensees,
engaged in supply of electric power to consumers, in the consumer’s interest, on the basis of
their consolidated accounts. Accordingly, the Authority has been determining the uniform
tariff to be charged from the consumers, including the impact of targeted subsidy and inter
DISCO tariff rationalization / cross-subsidies, under the Act, The latest uniform tariff in field
for XWDISCOs was determined by the Authority through its determination dated July. 1, 2025
and was notified vide SRO 1157 to 1167 (I)/2025 dated July 1, 2025,

6. It was also mentioned that the Federal Government considered the schedules of tariff

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

7. It has further been stated that inter-distribution companies’ tariff rationalization is not aimed at
raising any revenues for the Federal Government, as it is within the determined revenue
requirements of the XWDISCOs con§olidated 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 (1.01.2026, 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.

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

11.

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

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

Further the Motion is also being filed with respect to Federal Govexnment’s applicable
Consumer End Tariff Recommendations for K-Electric consumers, under section 7 and 31 of
the Act read with Rule 17 of the Rules, so as to maintain uniform tariff across the country, The
Authority is requested to issue revised Federal Government’s applicable Schedule of Tariff for
K-Electric Consumers to be notified with effect from 01.01,2026 in the official gazette by way
of modification in SRO No 575(1)/2019 as modified from time to time,

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

proposals as under;

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

rationalization).

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

¢.  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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15,

16.

The Authority, in order to provide a fair opportunity to the Federal Government to present its
case and other relevant stakeholders, decided to conduct a hearing in the matter which was
scheduled on 12.01.2026 at NEPRA Tower Islamabad along with ZOOM. Notice of hearing was
published in newspapers on 09.01.2026 and also 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 public were also
present during the hearing, S

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

The MoE (PD) presented: the following comparison of PPP (excluding UoSC) and its break-up
in terms of EPP and CPP over-the years. '
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It was explained that over the years, determined unit sales have gone down from 113 bkWh in
FY 2023 to projected 101 bkWh in CY 2026, primarily due to influx of solar net metering and
off-grid solar. The capacity of net metering and off-grid solar has increased to 6,539 MW and
12,629 MW (as per the study carried out by PPMC) 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 is decrease
in the Power Purchase Price (PPP) for the CY 2026, as compared to FY 2025-26, as detailed

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

2035, as mentioned below;
LN
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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: - - i
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20.  Various commentators during the hearing, raised their concerns about the proposed increase in

tariff by the MoE (PD). Wiitten comments were also received from Mr. Rehan Javed, an
industrial user from Karechi. A summary of the written comments from the commentators are
as under;

v Selective and Discriminatory Application of Base Tariff Reduction

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

v" Excessive and Unsustainable Industrial Cros._s-Sﬁbsidy

Industrial tariffs continue to carry an estimated PKR 5-7 per unit cross-subsidy. This
policy-driven burden has rendered Pakistani industry regionally uncompetitive. Removal
of this cross-subsidy would immediately reduce tariffs to 9-10 US cents per uait, 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

v

/

v

v

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

inefficiencies.
Structurally Flawed Industrial Tariff Design

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

demand behavior.
Penalization of Higher Voltage Consumers
Higher voltage B3, B4 consurmers are charged equal or higher tariffs despite imposing lower

system costs through reduced losses and infrastructure use. This violates cost-of-service
principles, discourages efficiency, and perpetuates higher system losses.

Absence of Demand-Side Strategy

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

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

APTMA submitted that the inclusion of cross-subsidy in the off-peak tariff for B3 and B4
industrial consumers renders the tariff uncompetitive in international markets. It was
contended that electrlcu.y tariffs in competing regional and global markets range between
5 to 9 US cents per kXWh, whereas the prevailing industrial tariff in Pakistan stands ar
approximately 12,90 US cents per kWh, as submitted by the Mmlstry 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 B1lwam opposed the
continuation of cross-subsidy being borne by industrial consumers. They submitted that a
rationalized and lower industrial tariff would enable industries to expand operations,
enhance export competitiveness, and generate employment. It was further argued that
industrial growth would indirectly uplift low-consumption residential consumers through
increased economic activity, while su-nultaneously reducing the fiscal burden of subsidies

borne by the I'ederal Governrnent ‘
Mr. Arif B11wam also. requested that the peak and Off-peak rates should be abohshed to the
extent of industry. ,

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

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

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

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

v’ Selective and Discriminatory Application of Base Tariff Reduction

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

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

NEPRA has determined the tariff of all categories / slabs at their cost of sexvice.
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 Volitage Consumers

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

which is in line with the efficiency economic principles.
v Absence of Demand-Side Strategy

The rapid growth of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being

LY



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

' . —
§ Decision of the Authority regarding motion filed by Federal Government under
and procedurg) Rules, 1998 with respect to recommendation of Consumer end tariff

22.

23.

24,

25,

26.

27.

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

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

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

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

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

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

In light of the above and keeping in view of the relevant provisions of Act & Policy and the
fact. that the uniform tariff proposed by the Federal Government is within the determined
consolidated revenue requirement of all the XWDISCOs for the CY 2026, the ‘Authority 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. I‘or K-Electric, the apphcable uniform tariff is attached as Apnex-C,

Here it is pertinent to mention that the MoE (PD) has submitted to apply the tariff for both
XWDI5COs and K-Electric consumers w.e.f. 01.01.2026, The Authority understands that
INEPRA determined the revenue requirement / tariff for XWDISCQs 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 states tha"l_: tariffs should
allow licensee the recovery of any and all costs prudently incurred to meet the demonstrated
needs of their customers, it would be appropriate to charge the tariff with effect from 1=
Ianuary for the relevant yéar. The Authonty thus, agrees with the request of the MoE (PD) to
apply the tariff w.e.f. 01.01.2026.




Section 7 aud 31 of NEERA Act 1997 read vwdth Rule 17 of NEPRA (Tariff standards

N
r ™~y
%ﬂ&ﬂﬂmg Deciston of the Authority regarding motion fifed by Federal Government unpder
Pt AT and procedure) Rules, 1998 with respect to recommendation of Gonsumer end tariff

28. The Federal Government while notifying the instant decision, shall also notify the individual
decisions of the Authority issued in the matter of each XWDISCO along-with decision of
Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01,2026.
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Amina Ahmed - Engr. Magsood Anwar Khan
- Member ’ ) Member
W
‘Waseern Mukhtar
Chairman
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Annex-G

| GoP Applicable Schedule of Tariff for K-Electric Consumers

wummmse—es GoP Applicable Uniform ---we===n-—-

Fixed Charges| Fixed Charges | Variable Charges
®Rs/Con/M) | Re/WM) |  (RejkWh)
A-1 General Supply Tarlff - Resldential
Upto 50 Units (Lifeline) - - 3.95
50-100 Units (Lifeline) - - 7.74
1-100 units (Protected) - - 10.54
101-200 units (Protected) - - 13.01
1-100 units - - 2244
101-200 unlts - - 2851
201-300 unlts - - 33.10
301-400 undts 200 - 37.99
401-500 units 400 - 40.20
501~600 units 600 - 41.62
601-700 unies 800 - 42.76
Above 700 units 1,000 - 47.69
{Time of Use
Peak 1,000 - 46.85
Off-Peak - 40.53
-1 {i) Temporary Residential 2,000 - 57.94
A-7 General Supply Tariff - Commercial
Tor sanctioned load less than SkW 1,000 - 37.44
For sanctioned load 5kW & Above - 1,250 39.76
Peak - - - 43.82
-Off-Peak - 1,250 35.15
E-1 (it} Temporary Commercial 5,000 - 53.44
|Electric Vehicle Charging Station (EVCS) - - 23.57
[A3 Genenul Services ]| 1,000 | - 42.48 |
B - Industrizl Supply Tariff
" |B-1 lesg than 5KW / 25 kW (at 400/230 volts) 1,000 - 30.80
Peak 1,000 - 36.74
Off-Peak - - 30,05
13-2 5-500 kW / 25-500 kW (at 400 volis) - 1,250 30,73
. Peak - - 36.68
" OFf-Pezk - 1,250 2741
B-3 for all Toads upto 500kW (at 11, 33kV} - 1,250 31.00
Peak - - 36.68
 Off-Peak - 1,250 28.24
B-4 for all loads (av 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
© Of-Peak - 1,250 27.13
5,000 - 42.25

E-2 (i) Temporary Industrial




Annex-C

GoP Applicable Schedule of Tariff for K-Electric Consumers

re—ucveam— GoP Applicable Uniform ----s-=--- -

Fixed Charges| Fixed Cherges | Varlable Gharges
(Rs/Cen/M) { (Rs/kW/M) (Rs./KWh)
G ~ Bulk Supply Tariff
C-1 For supply at 400/230 Volts
a) Sanctioned load less than 5KW 2,000 - 43.39
b) Sanctioned load 5KW and upto 500kW - 1,250 40.63
Peak - - 4631 |
Off-Peak - 1,250 3754
C-2 For supply ac 11,33kV upto and includmg SOOOkW - L2350 40.57
Peak - - 46,31
Off-Peak - 1,250 35,03
-3 For supply at 132 KV and above upio and Including 5000kW - 1,250 40,77
Peak - - 4531
Off-Peak - 1,250 35.76
E-2 (i) Temporary Bulk Supply
{a) ar 400Volts 5,000 - 46.06
(b) ar 11kV 5,000 - 46.06
D - Agriculture Tariff
D-1 For all loads - 400 28.90
-2 For all loads - Time of Use ‘ '
Peak - - 29.54
OQff-Peak - 400 28.6%
Lt - -sub-total -
G~ Public Lighting -
[Stredt Lighting | 2,000 | -] 42,91 |
H- Residental Colonies .
]Residentihl Colonles attached to Industrial Pramises ] |— 2,000 | - | 4,10 |

Note: T The uniform GoP applicable rate lor prepaid metaring category mennoned in Annex-A-1would also be apphcable k-

‘Blectric prepald consumers,




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

No. NEPRA/TRF-628/QESCO-Distribution/2025/ 3} 2.~ 39 January 07, 2026

SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY QUETTA ELECTRIC SUPPLY COMPANY LIMITED (QESCO) FOR
DETERMINATION OF DISTRIBUTION TARIFF UNDER MYT REGIME FOR
THE FY 2025-26 TO FY 2020-30

Please find enclosed herewith the subject Determination of the Authority (total 30 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
Distributio:n 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 Repulation of Generation, Transmission and
Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of the
Authority.

\lm
Enclosure: As above MbMW

(Wasim Anwar Bhinder)

Secretary - '
Ministry of Energy (Power Division)
*A’ Block, Pak Secretariat
[slamabad

Copy to:

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

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

3. Secretary, [rrigation & Power Deptt, Govt. of Balachistan, 116/40-A, Jinnah road, Samungli road,
Quetta

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

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

6. Chief Exccutive Officer, Quetta Electric Supply Company (QESCO), Zarghoon Road, Quetta

7. ChiefExecutive Officer, Independent System and Market Operator (ISMO}) of pakistan, Pitras Bukhari
Read, Sector H-8/1, Islamabad



o2 Determination of the Authority in the matter of MYT Petition
%ﬁm_’% of QESCO for Distribution of Power Tariff under the MYT Regime

National Electric Power Regulatory Authority
(NEPRA)

PETITION NO; NEPRA/TRF-628/QESCO/MYT- Distribution/2025

DETERMINATION OF DISTRIBUTION OF POWER TARIFF PETITION
FOR
QUETTA ELECTRIC SUFPLY COMPANY LIMITED (QESCO)
YOR THE FY 2025-26 — FY 2029-30
UNDER
NEPRA. TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Islamabad
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Deterninstion of the Anthority in the matter of MYT Pesition

%iéﬁg BFOESCO f6r Distribution of Power Teriffunder the MYT Regime

s

Abbreviations

GpGenCap The summation of the capacity cost in respect ofall Cl.::Gencos for a billing period
minus the amount of liquidated damages xeceived during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BoD Board of Director

BTS Base Transceiver Station

CAPM . Capital Asset Pricing Model

CDP Common Delivery Point

CQSS Cost of Service Study

CPPA (@) Central Power Purchasing Agency Guarantee Limited

CTBCM Competitive Trading Bilateral Contract Market

CWIP Closing Work in Progress

CY Calander Year {Jan. to Dec.)

DIP Distribution Company Integrated Investment Plan

DISCO Distribution Company

DM Distribution Margin

DOP Distribution of Power

ELR Energy Loss Reduction

ERC Energy Regulatory Commission

ERP Enterprise resource planning

FCA Fuel Charges Adjustment

' Financial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

HHU Hand Held Unit

HT/LT High Tension/Low Tension

TISD 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

Xv Kilo Volt

kW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power
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Determination of the Authority in the matter of MYT Petition

i;: } of QUSGO for Distribution of Power Teriffunder the MYT Regime
MVA Mega Volt Amp

MW Mega Watt

NEPRA National Electric Power Regulatory Authority
NOG Network Operation Centre

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

OGRA Qil and Gas Regulatory Authority

QESCO Quetta 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 Puxchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Repulatory 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 Return

SBP State Bank of Pakistan

sSoT 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./kKW/Month
UOSC Use of System Charges

WACC Weighted average cost of capital

WAPDA. Water and Power Development Authority
XWDISCO | Ex~-WAPDA Distribution Company
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Determination of the Authority in the matter of MYT Ferition
of QESCO for Distribution of Power Teriff under the MY T Regime

.
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1

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

CASE NO. NEPRA/TRF-628/QESCO/MYT- Distribution/2025

PETITIONER
Quetta Bleciric Supply Company Limited (QESCO), Zarghoon Road, Quetta.

INTERVENER
Nil

COMMENTATOR
il

PRES ION

QISCO was represented by its Chief Executive Officer along-with his technical and firancial
teams.
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R Determination of tha Authority in the matter of MYT Fetition
:‘%ﬂ E'ij'a‘f OF QESCO for Distribution of Power Teriffunder the MYY Regime
AN

(BN

1. Backpround

1.1. ‘The Authority awarded a Multi-Year Tarlff (MYT) to Quetta Electric Supply Company
(QESCO), for a period of five years starting from 1 July 2021 till 30* June 2025. Upon expiry
of its MYT on 30.06.2025, QESCO (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”),

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

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

DU O R S el b U DR PR e 202 5201 I 026 2 2] LN 2 D270 B kE 2 02829
Marpin .
Pay and Allowances Rs, Min 7,682 8,451 9256 10,225 - 11,248
Post-retirement benefils Rs. Mln 2,351 2,586 2,845 3129 3482
Repair aod Malntemnce Rs, Mla 1,466 1,613 1,774 1,852 2,147
Traveling expenses Rs, Mn 388 427 469 518 568
Velicke expemses Rs, Min 753 829 912 1,003 1,103
Other expense Rs. Min 938 1.032 1,135 1,248 1,374
Total Q&M Costs Rs, Min 13,578 14,938 16,431 18,074 19,889
Deprecirtion Rs. Ml 2,955 3,300 3,665 4,014 4,346
Return on Rate Base Rs. Min 15,681 17,342 18,960 20,147 20.755
Gross Distribution Margin Rs. Min 32,214 35,580 39,056 42,235 44,983
Less: Other Jicome Rs, Min {1.82:8) {1,843) {1,857} (1,862) {1971}
Met Distribution Margin Rs. Min 30,390 33,787 37,199 40,373 43,112
Projected Sales GWh 2,624 2,773 2,531 3,098 3,275
Requested Tapiff . Rs./kWh 11.58 12,17 12.6% | 13.03 . 13.16
2,  Proceedingg }

21. Interms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such costs has to be mede part of the consumer end taxiff, therefore, the Authority,
in order to provide an opportunity of hearing to 2l 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 05, 2025, for which notice of admission
/ hearing along-with the title and brief description of the petition was published in the
newspapers on 25.10.2025, and also uploaded on NEPRA website; Individual notices were
also fssued to stakeholders/ interested parties,
I q

S|Page




Detarmination of the Authorigy in the matter of YT Fetition

{lin f of QESCO for Distribution of Power Teriffunder the MYT Regime
Sl
3 Issues of Hearing
3.1, Tor the purpose of hearing, and based on the pleadings, following issues were framed to be

4,2,

4.3,

5.2

5.3,

54,

6|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?

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

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

iv. Whether the requested/projected amount under heads of Other Income, Deprecations
and RORB based on WACC of 19,1% 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
Factor)?

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

vil. 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 purclases and sales are justified?

The Petitioner submitted that due to solarization of Agriculture Tube wells sales, mix of
QESCO will change, Previously agriculture tubewell sales was dominating (ranging from
60% to 70%) but from FY 2025-26 the scenario will change. Unit Sales for FY 2023-26 to
'Y 2029-30 are projected keeping in view the availability of electricity in the system and
reduction in T&D Losses by (0.5} % from the base year.

The Petitioner stated that the requested/projected Power Purchase Price of Rs.91,455
million against the projected purchases of 3,522 MKWh is calculated on the basis of National
average Power Purchase price of Rs 25.98/KWh for FY 2025-26, -

During the hearing, the Petitioner submitted that post-solarization, the load has been
reduced by around 60% to 65%, therefore received units are considered to be 3,522 MKWh
and after accounting for T&D losses sold units are considered to be 2,624 MKWh for FY
2025-26,

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
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power purchases (GWhs) along-with its cost for each of the DISCOs through a separate
decision, therefore, for the purpose of instant decision, the power purchases (GWhs) of the
Petitioner as per the separate PPP decision, have been taken into account.

Whether the requested MYT for a control. npexriod of five yenrs is justified?

The Petitioner submitted that the petition has been filed in accordance with the Rule 3(1)
and Rule 4(7) of the Rules and the NEPRA. Performance Standards {Distzibution) Rules 2005,
As per Rule 17 (3) (1) of Rules, tariff should allow the licensee the xecovery of any and all
costs prudently incurred to meet the demonstrated needs of their consumers. The Petitioner
also submitred 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 05 years tariff control period, in
line with its five years investment plan, The Authodty also noted that approval of the
investment plan and assessment of T&D losses of the Petitioner for five year's period is at
advanced stage, therefore, to align the investment requirements of the Petitioner, with its
tariff determination, which is a tool to inctr and recover the allowed amount of investments,
the Authority has decided to approve the tariff request of the Petitioner undex 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 Distxibution and SoLR license, as modified from
time to time, of the Petitioner would be applicable during the MYT control period.

Whether the requested/projected OBM cost (including new hiring) ié justified and what are
the basis for such projections? ' - _

ether there_should any hi fon on _the basis of controllabl
uncontrollable costs?

The Petitioner’s submitted that its Distribution Margin consists of the following factozs:

v Operation & Maintenance Expenses
=, Operadonal Expenses:
» Salary Wages & Other Benefits-
» Travelling Expenses
+ Vehicle Expenses
+ Other Expenses
» Repairs & Maintenance Expenses
» Qther Income
v’ Depreciation Expense
v’ Return on Rate Base

The Petidoner also stated that Q&M cast has been projected based on inflation adjustments
to QESCO's operating expenses from the latest available FY 2023-24 and 10% increase in
Salaries & Allowances in the FY 2025-26 to 2029-30. The Petitioner also provided the
following basis for the projections:

«  10% Adhoc relief for FY 2025-26
«  30% Disparity Reduction allowance
« 5% annual increment
»  10% CPI

e N
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'The Petitioner provided the following head wise justification for the requested amounts:

Pay and Allowances:
v

The pay and allowances include salaries of regular and contract employees, wages of
daily wages, which includes all benefits such as house rent and acquisitions allowances,
medicat allowances and facilides, free electricity and pension contribution,
Considering the impact of increase in salaries annual increment etc. by the Federal
Government as per the finance bill

Repair and Maintenance;

v 'The repair and maintenaice expenditures pertain to civil, system maintenance, other
plant and equipment including computers and office equipment,

Travelling Allowance: -

v The travelling expenses for daily movement from allied formation to all bank branches
and collect the scroll from banks and submit to MIS Directorate.

to as;

v The wansportation charges include repair and maintenance of vehicles, POL and
annual renewal of registration fees.

Other Miscellaneous Expenditures;

v Other miscellaneous expenditures, stationery and Photostat charges, postage and
telecommunications.

The Petitioner presented its revenue requirement for Distribution Function during the MYT
control period as under;

Min. Rs.

Dageription 2025-26]|2026-2712027-2812028-29)2029-30
Q&M 13,579 14,937] 16,431] 18,074] 19,882
Depreciadon 2,955 3,300 3,665 4,014 4,346
RORD 15,681] 17,342] 18,960F 20,147] 20,755
Other Incorme -1,824] -1,843] -1,857) -1,B621 -1,871
Revenue Reguirement 30,350| 33,737{ 37,199} 40,373] 43,111
Units Sale 2,62 2,7723| 2931} 3.088] 3,275
Avg, Tariff Rate 11.58) 12,16f 12,69 13.03| 13,16/

On the issue of controllable and uncontrollable factors, the Petitioner's submitted that
Salaries-and post-retivement benefits are based on the Federal Government’s policies and
increase announced in fiscal budget. O&M expenses other than salaries and post-retirement
benefits are controllable and linked with efficiency factor.

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;

Y '(a) tariffs should allow ficensees the recovery of any and all cost prudendy incurred
to meet the demonstrated needs of their customers TariE”

V' () tarifl§ should generally be caleulated by including a depreciation chaige and a rate
of return on the capital Investrnent of each licensse commensurate to that euned by

other investments of comparable visk;

ety
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v (c) tarifts should allow licensees a rate of return which promotes contin ved reasonable
investment in equipment and facilities for improved and efficlent service;

Y (d) tarifls 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;"

8.7.  Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)

8.8.
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8.10.
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Guidelines, 2015, the Authorlty shall choose a base year for the purpose of determining
the affected company's revenue requirerent under multi-year tariff regime or annual
tariff regime. "Base Year" has been defined as the year on which the annuel or multiyear
tariff projection is being made, which may be a historical financial year, for which the
actual results/audited accounts are available, It may be a combination of actual results and
projected results for the same financial year, or it may be a pure projection of a future
financial year,

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

Considering the fact that.the MYT has been filed for a period of five years ie. 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, restlting in two broad options, one that the utility bears all savings or losses,
i.e. no action is taken by the Repulator. The 27 that the utility shares the savings or losses
with consumers. The former provides the utility with a profit incentive to cut costs, butat
the same time places the utility at greater financial risk in the face of losses, The latter
somewhat dilutes efficiency incentives but also limits the losses/gains for the utility and
its customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next period to compensate for a deviation
from allowed OPEX in the current period except for certain allowed adjustments in terms
of CPI etc,

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

Salaries and Other benefits (excluding post-retirement benefits)

The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petitioner's total O&M costs, excluding therefrom depreciation and RoRB. The Authority
understands that employees of XWDISCOs are hired on Federal Government pay scales,
thus, any salary increase announced by the Federal Government in Fiscal Budget is also

fnats -
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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 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
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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,7,304 million, The
said amount has been considered as base cost and increases as approved by the Federal
Govermment on Salaries and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hoc
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e. 5% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding post-retirement benefits, discussed
separately), for both the Distyibution and Supply Functions works out as Rs.8,346 million,
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits (excluding post-retivement benefits)
for the FY 2025-26 pertaining to the Distribution function works out as Rs.6,446 million.

The assessed Salaries & Wages costs for the FY 2025-26 i.e. Rs.6,446 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 Petitioneér, therefore, being un-contrellable 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.

New Hiring / Additional Recruitment

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

- Al
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for. For future recrnitment, 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 it will be in a
better position to adjudicate on the issue, once the Petitioner provides details of actual cost
incurred in this regard and substantiates the same with the quantified benefits accrued,
Although, the Authority has decided to actualize the Pay & Allowances cost of the
Petitioner, based on its audited accounts for the relevant year, however, that would only
be to the extent of existing employees. Accordingly, the Petitioner is directed to provide
detail of services actually outsourced during each year or new hiring if any, along-with its
financial impact and benefits accrued, for consideration of the Authority, in its subsequent
adjustment/ indexation request.

Post-Retirement Benefits

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 Federal 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 ovexall liquidity position in the power sector and in oxder to ensure that
XWDISCOs fulfil their legal obligations with respect to the post-rétirement 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 xeducing
the Distribution Margin and eventually consumer-end tariff in longer run,

Here it is pertinent to mention that the Authority in the previous MYT of QESCO, keeping
in view it's operatonal 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 allowing the same as PYA in
the subsequent adjustment request.

The operational performance of QESCO over the last three years has remained well below
the targets allowed by the Authority in terms of losses and recovery. In view of the
aforementioned and keeping in view the request of the Petitioner, the Authority has
decided to allow post-retivement benefits for the FY 2025-26, keeping in view the actual
payments as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25,
and the request of the Petitioner for the FY 2025-26, Accordingly, the cost of post-
retirement benefits being allowed to the Petitioners for the FY 2025-26, works out as
Rs.3,217 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

QY fngi
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allocation of total cost of post-retirement benefits in terms of Distribution and Supply
functions, the criteria as adopted by the Petitioner lias been used. Accordingly, the cost of
past-retirement benefits for the FY 2025-26 pertaining to the Distribution funetion works

out as Rs.2,484 million.

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-controliable cost,
the Authority has declded 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 & Maintenance Costs _

Regarding Repair and maintenance expenses, the Petitioner mentioned that it pertains to
civil, system maintenance, other plant and equipment including computers and office
equipment,

The Authority has carefilly examined the Petioner's request. 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 Pettioner has also requested huge CAPEX for making additional investment in

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

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.1,496 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact on the R&M cost as per the
accounts of the Petitioner for the FY 2024-25 for both the 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 distribution function works out as Rs. 1,466 million,

The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs. 1,466 million, shall
be considered as the reference cost for working out future repair and maintenance
expenses, in the remaining control period as per the adjustment mechanism prescribed in
the instant determination, '

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

Other O8M Expenses
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Other O&M expenses include Travelling costs, Vehicle Maintenance and other expenses
i.e. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collection
Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Outside
Service 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 costs including Travelling, Vehicle Maintenance
and other expenses as under during the MYT contxol period for both its Distribution and
Supply functions, after mcorporatmg 10% increase on the provisional expenditure for the
FY 2024-25;

Mln. Rs.
Determined Y 2024-25 Requested FY 2025-26
DOF sop Total DPOP sop Total
Other O & M Costs 2,639 334 2,973 3,546 563 4,111

‘The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of Q&M costs which are to be assessed through NCPI-X formulae for the
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 accounts of the Petitioner for the FY
2024-25, has decided to allow an amount of Rs.1,725 million to QESCO for the FY 2025-
26. The said amount of Rs.1,725 million 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 xent, NEPRA fce, 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 taxiff control period to be
adjusted based on change in “NCP1-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 ingtant determination.

Since the Audited accounts of the Petitioner, do not provide bifuxcation of the Other O8M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other Q&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Aceordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the distribution fiunction works out as Rs.1,378 million.

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

If 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 prew.ous year shail be

L
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considered as reference to be indexed as per the provided mechanism. Once the audited
account for the previous year is available, the already projected O&M cost shall be
reworked based on lower of allowed cost or actual O&M cost of the 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 and supply funciions separately in its audited accounts.

PPMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requestéd 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-I (2025) dated
29.07.2023, issued by the Ministry of Enexgy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the
implementation of the priority areas of the NI Plan, and strategic roadmap as per the NE
policy. The SRO finther 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,

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

The Authority noted that the Natdonal Electricity Plan aliows 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 Petiioner
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 submissic')ns of the Petitioner, to allow certain costs as uncontollable, the
Authority noted that as per the approved tariff methodology, Power Purchase Price is the
only uncontrollable cost which is allowed a pass-through item. However, considering the
fact that XWDISCOs employees are hired on Government pay scales, thus, any salary and
pension increase, announced by the Federal Government in Fiscal Budget is also applicable
on such employees/ pensioners of XWDISCOs. Therefore, salaries & wages cost and

s
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pension expenses to the extent of such employees can be considered as un-controllable
cost for XWDISCOs as long as they remain in public sector,

Whether the requested/projected amount der heads of Qther Income, Deprecations and
RORB bas 0 WACGC of 19.1% is justified?

Depreciation

The Petitioner has submitted that Depreciation is provided in accordance with its
accounting policy. The Petitioner requested a total amount of Rs2,523 million for
depreciation with Rs,2,505 million pertaining to the Distribution function.

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 allow the following provisional Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Autherity in
matter of DIP of the Petitioner, '

Rs. Mln
| Provisional Gapex| QESCO |
FY 2025-26 1,140
FY 2026-27 2,803

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, ete., the invéstment in this smart metering area can only be started once DIP
is approved, wherein the detailed project wise scope and cost approvals shall be decided in
the final decision of DIP of the Petitioner. '

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

[Provisional T&D i.oss | QESCO |

FY 2025-26 13.81%
FY 2026-27 13.81%

The Petitioner is directed to carry out its T&D loss study through an independent third
party, as per the approved terms of references (ToRs), which shall be communicated to the
Petitioner separately by NEPRA. The independent third-party T&D loss study must be
submitted by the Petitioner within nine (09) months of issuance of this decision. In case,
the T&D loss studies are not submitted within the allowed time period, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustinent shall be reworked on such revised targets, The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing,
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RevisedT&D Loss Target
(Failure to submit study)

FY 2025-26 8.60%
IY 2026-27 8.60%

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

QESCO

Not used

Not used

After taking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked, Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.2,212 million calcudated on actwal
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out futwre depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination.

After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authority has projected
amortization of deferred credit to the tune of Rs1,195 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs,1,017 million,

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply Punctions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciaton cost for the FY 2025-26 pertaining to the Distribution
function works out as Rs.2,197 million.

RaoRB

The Petitioner has submitted that return on investment on the (cost of capital) will be
calculated as follows:

ROR = Rate Base x Rate of Return
Where:

Rate Base is defined for the FY 2025-26 to FY 2029-30 as the sum of (i) Gross Fixed Assets
in Operation beginning of the year (if) The capital expenditures for the year (New
Investments), in accordance with the proposed investment program (iii} Less Cumulative
Depreciation (iv) Plus Closing Capital Work in Progress (v) Less: Differed Credit, Annual

Rate of Return is a pre-tax return on the Rate Base,
: q : j]& , gx
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Because the investment is typically financed with a combination of debt equity, the
appropriate rate of return would be a market-based weighed average of the cost of capital,
Average ROR is kept at 19.10% as cost of capital as allowed by NEPRA for indexation of

FY 2024-23,

Ke=RF + (RM ~ RF) x 3

cost of debts ; kd = Interest on loans

WACC = [ Kex (E/V)] + fkd x (D/V)]

Where E/V and D/V are equity and debt ratio respectively taken as 20% & 80%.

The Petitioner during the hearing revised its calculations on the basis of WACC of 13.40%
by considering reduction in KIBOR,

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

power services;

(b) tarifis should generally be calculated by including a depreciation charge and a rate of
return on the capital investment of each licensee commensutrate to that earned by other
investments of comparable risk;

(¢) tarifit should allow licensees a rate of return which promotes continued reasonable
investment in equipment and ficilities for improved and efffcient 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 = Re + (Ru-Re) x
Where;
Ry is the risk free Rate
Rw is the Matket Return

B is Beta

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

WACC={(Kex(E/V)+Edx(D/V))
‘Where 5/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 WACGC, being the most widely accepted model, which is
applied by regulatory agencies all over the world to estimate the cost of capital for
regulated utilities, Further, as per the Tariff methodology, in case of negative equity the

| Authority would consider a minimum of 20% equity and any equity in excess of 30%

would be considered as debt.

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

For nsk free rate, the yield of 05-year PIB is conmdered 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 Rol 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%, PXR based,

As regard the cost of debt, it is the interest rate on which a company would get borrowing
from the debt market / commercial banks1.e. a rate at which banks lend to their customers.
In order to have a fair evaluatdon 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 poings),

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 EfV and D/V are equity and debt ratios respectively taken as 30% and 70%;

WACC = ((14.47% x 30%) + (12.64% x 70%)) = 13.19%
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14,26, Based on above and using WACC of 13.19% on RAB by including allowed inyestment for
the FY 2025-26, the RoRB of the Petitoner for the FY 2025-26 has been worked out as

uvnder;

QESCO |
3 el { AT e R
B E{_Yezozg.zsnuwsznzs 26

o

82,352 0,572

6,220 7,81

0,672 58,403

Depreclaion 23,84 26,053
Nel Fixed Assels 88,731 72,349
Gapital WIP C/B 20,665 18,854
Flxed Assels Ing. WIP 87,395 91,214
Less: Qelemed Credils ~ 35823 32.763
Total 51,473 53,454

RAB .. F4g82
WACC 13.18%

RORB 7,249

14.27. The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Distribution funcdon works out as Rs,7,242
million. .

14.28. 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,

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

14.30. Here it is also pertinent to mention that the amount of receipts against deposit works has
been adjusted while working out the cost of working capital, therefore, no adjustment on
this account has been made from the RAB, In view thereof, any interest 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

lIlC ome. ,

14.31. The Authority also understands that interest payment is an obhgatory cash. flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference XIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings s, if any,

Jrlr
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resulting from cheaper financing by the Petitioner. If the Petitioner inanages to negotiate
a'loan below 1.50% spread, the entire savings would be passed onto the consumers
annually, through PYA. In case of more than one loan, the saving with respect to the
spread would be worked out based on individual loans. In case, the spread is greater than
the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself. Similarly,
if the Petitionex’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 ete., whereas the
Wheeling Charges and Late Payment Surcharge have been excluded as per NEPRA's
decision. Accordingly, the Petitioner has projected an amount of Rs.1,950 for the FY 2025-
26, for both its distribution and supply functons, with Rs.1,824 million for the

Distribution function.

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

fees and miscellaneous income,

Since the other income would be trued up every year as per the mechanism provided in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.1,950 million as requested by the Petitioner, including the amount
of amortization of deferred credit but exclusive of the amount of late payment charges
(LPS) for both of its Distribution and Supply functions.

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 udlity bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only, and in
the event of non-submission of evidence of payment to CPPA (G), the entire amount of
Late Payment charge recovered from consumers shall be made part of other income and
deducted from revenue requirement in the subsequent year.

The total amount of QOther Income as worked out above has been allocated in terms of
Distribution and Supply Functions, as per the criteria adopted by the Petidoner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Distributon function

works out as Rs.1,824 million,

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

What will be adjustment mechanism for future igdexatio;; of different components of

revenue requirement during the Whether there should an ciency factor
Factor)?

Adjustment Mechanism

Regarding adjusl:mént mechanism of different components, the Petitioner during the
hearing submitted that adjustment mechanism_for future indexation ofd,ifferent

WV,
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components of revenue requirement except POL and salary should be linked with national
CPI and efficiency factor.

The Authority, while assessing the O&M costs of the Petitioner for the FY 2025-26, has
taken into account the accounts of the Petitioner for the FY 2024-25 and the amount
requested by the Petitioner, subject to adjustment during the MYT control period, as per
the mechanism mentioned below. Therefore, risk / benefit of any future cost fluctuations,
les 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.

Regarding adjustment of Q&M costs with efficiency factor X, the Authority in line with
its earliér decisions in the matter of MYTs, has decided to keep the efficiency factor as 30%
of increase in-NCPI for the relevant year of the MYT control period. The Authority has
further decided to implement the efficiency factor from the 34 year of the control period,
in order to provide the Petitioner with an opportunity to 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).

Indexation of Q&M cost components

Salarjes & Wages and Post-retirement Benefits; Considering the fact that employees of
XWDISCOs are hired on Federal Government pay scales, and any salary increase

announced by the Federal Government in the Federal Budget is applicable on the
employees of the Petitioner, therefore, being un-controllable cost, the Salaries & Wages
and benefits, would be actualized, based on the audited aceounts of the Petitioner for the
relevant year for its existing employees, as long.as they remain in public sector, The impact
of any such adjustment would be allowed as part of PYA in the next: indexation/
adjustment request or tariff determination as the case may be,

Adjustment Mechanlsm - Salarier, YWages & Otber Benefits

Revised Sabarjes, Wagas & Other Bonalas Experses = Rof, Salarles, Wages & Otbee Bonefits x [ 1+(SoP Inerease or CPIY

Ihe sliowed Salseles, Wages & Giber Bensfis may be constdered as reference cost for futwe sdjostmert.

The Authority may consider to allow GoP increase’ 1l the tlme the DISGOs zemain in public scerar, otherwise CPI
indexstion may allowed if DISCOs pec privatized,

The allowed shall be lized baked on Audited sccounte for the relevant yeor , considering the satac a3
uncontyollble cast on part of XWDISCO.

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 deteimination as the case
may be.

[ ‘ Adfustment Meehanlim- Actunl Past-rexirement Banebits phyment

Revied Post-Reviromens Bonelis = Ref, Pots-retfrement Beoofiis 2 [ 14(GoP Increass or CPI})

The allowed Post-Retlremenr Denefie eay by eongbdared o3 reference cost Tor furure adfustmant,
The Authority may consider to allow GoP Ineressr til) the tlme the DISCCs rematn [n publie ¢eetor, atherwlie CPI

Indexatinn may slewed 16 DISCOs get privatizod,

The slfowed pmount shall by cetialized baxcd on Audlted secounty for cho relevans year , cpmafdering che soms 25
uncontrollable cost on part of XWDISCOs,
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16.7. Transportation/Vehicle Running expense portion of O&M cost

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

Vehicle running/Transportation expenses (Rev) =
(Vehicle ranning/Transportation expenses {Ref) x {1 + (Transport index of NCPL)]}

16.9. Rempining O&M costs will be indexed every year according to the following formula:

The reference costs would be adjusted every Year with NCPI-X factor. The X factor would
. be applicable from the 3" year of the MYT control period. The Adjustment mechanism
would be as under;

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

Where : ' :

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

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

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 axpenses, 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 theprurpose of
future adjustment/ indexation shall be 4,07% and - 0,18% respectively,

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

17. RORB

17.1.  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 altowed for
that year as per the following mechanism; ( _

Adjustment Mechanlym - RoRB

RORIRev) C " K ~RORB(Ref) xRAB(Rev) / RAB(Ref)

The allowed RORB may he consldered as refercnce cost for future adjustment.

Inaddition che allowed RORB for previous year will be trued up based one actual investment (maximum cap to the cxant of allowed

fnvestinent}earred ou during that year, Further KIBOR flucruation on bl-annual basls also subject to adjustment, Further Spread of

1.50% s allowed as maximum cap, in case DISCOs manage to obtain financing on spread Jess than 1.5% the same shall be adjusted as
past of PYA.

172, In addition, the Petitioner to disclose the amount of IDC capitalized during the year and
* adjust its RAB for the year after excluding therefrom the impactof IDC capitalized during
the year. '~ ’ : : . :

17.3. In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than the
allowed (other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the RAB, unless
diie to any regulatory decisions/interventions/appraved plans for which the Pﬁioner

MER Rz, ot
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obtains prior approval of the Authority, In such case the Authority may also revise the
efficiency targets in terms of T&D losses etc.

The Authority also understands that interest payment is an obhgatory cash flov liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petidloner, 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,
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 anmually, through PYA.

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

DEP (Rev) = DEP (Ref) x GFAIO (Rev)
GFAIO (Ref) .
Where: DEP (Rev) = Revised Depreciation Expense for the Current Year
DEP (Ref) = Reference Depreciation Expense for the Reference Year
GFAIO (Rev) = Rew}ised 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 Authoxity.

Other Income

Other Income shall be adjusted annually as per the following mechanism du.rmg the MYT
control period to calculate future Other Income. : -

Adjustment Mechanism - Qthar Income (O1)
Ol(Rev) =0I{ANowad Yrevions year} + {O{nllowed for pxl‘wlous year) =
¢ OI{Actual provisus year))
The allowed Other may be eonaldercd 2t reference cost for future adjustment, ‘
It: addintan the allewed Qther Income for previous year will be trued up bated on actuof Othor Tneome durlng that year

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

Ftom ard Spares (396 ol GEA) 34k 3% ? 952
Trde debr (30 days of Revenun Receivabh 30 i 555
Tatal Gurrcat Asschi 4507
[Curzcnt Liabllitles [23 [ 8667 3.005]
[Working Capltal Requirement ) 1,502
Less Reeelpt Agatnst Deposk Work 20,862
et Working Crphial (19,360)
Costofdebt lcal 12.00% |
Waorking Caplial Cost (2,323)

19.3. As mentioned in the table above, the Petitioner’s working capital requirement for the
distribution function has been assessed as Rs.1,502 million, The Authority considers that
receipts against deposit works, being related ivith distribution network business, are also
required to be accounted for as part of working capital calculations. By including the
amount of receipt against deposit works available with the Petitioner, as per the data
provided by the Petitioner, its net cost of working capital for the distribution function
works out as negative Rs.2,323 million based on 3 months KIBOR i.e. 11% +1% spread as
maximum cap subject to downward adjustment in case the actual spread remains lower.
The same is allowed to Petitioner for the CY 2026, and is subject to adjustment, as per the
mechanism provided below, once the audited accounts of Petitioner for the FY 2025-26
are available,

‘Working capital (Distribution)

Formula for Future Adjustment

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

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

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

Actualization of Previous year based on allowed revenne as PYA

Current Assats

- 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
TFinancial Year {excluding opening receivables).

N Ah
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- Stores & Spares - Lower of 3% of Avg. GFA (opening + closing)/2 or Actual average Stores
& Spares, . GFA based on based on Audited account to the extent of allowed Investment.

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

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

- Receipt against deposit work fgure will be actualized based Audited Financial statement
initially and finally based on thixd party evaluation.

Any other amount retained by the Petitioner

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

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

‘Whether there wi 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. O8&M costs, T&D losses, cost of debt
ete, therefore, no such mechanism is separately required. However, stll if thexe 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.

Upftont Indexation/adjustment for the perlod July 2026 to December 2096

The MoE (PD).vide letter dated 18.08,2025, submitted that NEPRA determines the
consurner~end tariff for XWDISCOs and K-Electric in ‘accordance with Section 31 of the
Regulatlon 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 detexmined, is natified by the Federal Government under
Section 31(7) of the Act. The latest rebasing was notified on July 1, 2025, In accordance
with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read with Part 5 of the
NEPRA Determination of Consumer-end Tariff (Methodalogy & Process) Guidelines,
2015, the Distribution Companies ' (DISCOs) . are required ro initate the tariff
determination process by submitting their minimum filing requirements by January 31+
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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 mentoned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months. This increase in tariff coupled with higher consumption leads to
significant hike in the consumer electricity 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 dming of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any taxiff increase can be absorbed
in consumer bills. This would result in relatively stable and sustainable electricity prices
throughout the year. The Nadonal Electrieity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
(Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

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

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

“NIPRA shall revise the annual tariff determination process timelines by amending the
rélevant legal and regulatory famework (guidelines, rules and procedures) to ensure that
annual rebasing Js notified with effect from fanuary It of each year; after compietion of all

reguiatory proceedings.”

QESCO also vide letter dated 21.10.2025 submitted that the MoE (PD) vide letter dated
16.10.2025, has conveyed that the Federal Government has approved the revision of the
annual tariff detetmination schedule, making it effective from I= January each year. The
Authority has already determined the Power Purchase Price (PPP) referénces up to June
2026, accordingly, it is submitted that the references for the remaining period up to
December 2026 may also be detexrmined, in line with the above-mentioned directives.

QESCO further stated that it has already submitted its Multi-Year Tariff (MYT) Petition
for FY 2025-26 to FY 2029-30 for determination and the decision of the Authority is
awaited, QESCO accordingly requested that the Authority to determine the consumer-
end tariff for the period from July 1, 2026, to December 31, 2026, in accordance with the
revised annual rebasing timeline effective January 1, 2026, to ensure smooth and timely
transition to the revised rebasing schedule,

The mattér 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,

N Muaic
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Description QESCO
Salaries, Wages & Other Benofils ' 4,974
Post Retirement Benefits 1,522
Other O & M Costs 2,055
Depreciation 1,261
| Return on Kote Base 5,146

‘Turn Qver Tax
(Gross Distribution Margin | 14,959

Less; Other fncome {375)
Net Distribution Margin 13,984
|r¥a 5,978
T Total 19,962

21.8.

21.9.

21.10.

27|Page

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 cogrizant 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 effectlve from July.
Nonetheless, in light of NE Plan, SD 8 and the instant policy guidelines, the Authority has
completed, the consultation process for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology and Process), 2015, and the same are now in the
process of 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 détermine tariff for the period from July 1, 2026 to December 31, 2026,
in accordance with the revised annual rebasing timelines, the Authority has also
deterroined provisional revenue requlrement of QESCO for the period from July 1, 2026
to December 31 2026 as under:

:3"“k£!=scﬂpﬁon,

. Pay & Akvances
Post Relirernant Bensfils’
Repalr & Mainfalnance
JTravaliog allowance
VYehlele matntenance
" Qther expenses
Q&M Cost ' ~ .| lWin.Rs)
Deprictation
RORB
C.Income
Ma{gin without PYA [Min. Ra.)

For the purpose of rebasing for the penod from Ian to Dec 2026, the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PYA, from

Tul.-to Déc. 25, based on interimn taxiff allowed for the FY 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26, The recovered amount has been caleulated
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by applying the Rs./kWh rate as per the interim tariff (to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025,

21,11, The adjusted revenue requirement so worked out for the period from Jan. to Jun. 26 has
been elubbed together with the provisional revenue requirement determined for the
period from Jul, to Dec. 2026, to work out the overall revenue requirement of the
Petitioner for the period from January 2026 to December 2026, The Schedule of Tariff
(SoT) of the Petitioner has been designed accordingly.

21.12. Any under over recovery of the determined revenue requirement for the FY 2025-26,
“based on the allowed regulatory targets. in terms of T&D losses, recovery etc, and
provisional revenue requirement being allowed for the six months period i.e, from Jul. to
Dec.26, would be @djusted subsequently, while determining the final revenue requirement

of'the Petitioner for the FY 2026-27,

42, Order

22.1.  Inview of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26,
and CY 2026 {January 26 to December 26) including upfront Indexation/adjustment for
the period July 2026 to Décember 2026, to the extent of Distribution functon is
summarized as under;

B A Do Se IO
Units Purchased [Nk 4,750
“|Units Sold MKW 4,084
Units Lost {MkWwn] 656
Units Losl - : %) . 13.81%
Pay & Allowances . . 6,446 6,137
Post Relirement Benefils ) 2,484 3,024
Repalr & Malatalaanca ' 1,466 1571
Traveling ailowance 295 260
Vehlele malntenance ©o- 485 527
Other expenses ;. 5eB 663
O&M Cost {in Rs.} S 11,774 12,162
Depriglalions - e e 2197 ..1939
- R..ORB e ‘ . r . : . - o
O.lncoms
[Margin without PYA [Min Rs.]
Prior Year Adjuslment [Min. Ra.]
Working Capilal [l Re.}
Revenue Regtirement [, Re.] 19,388 15,023
Average Tanff = © ' {ReJK\Wh] 389

22.2.  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 / misrepresentatdon observed at a later stage, the Petitioner shall be held
responsible for the consequences arising out, under NEPRA Act, Rules and Regulations
made thereunder. Any consequential adjustment’ if required will be made accordingly.

X ot
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22,3,

22,4,

22.5,
22,6,

227,

228

229,

22.10.

22.11.

23,
23.1.
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The Petitioner is directed to follow the following timelines for submission of its future
indexation/adjustment during the MYT control period;
] [ ADJUSTMENTS/ INDEXATION ] TIME LINES }

[ Descaipifon

'S:h:lﬂ, Wages & Renclhis

Fost-autiremery Beneflt Annuatly 31 per e mechanim phven n the

Chher opersl] ot
Doprecbtion Reqart 1o be submitied hy Peillarer f end of July of

W‘m—_—— every year, 5o thot adjwwenent £ Indeaiton for the nexs
year i1 desermiped fn almely mannes.
Prior Yeas Adjustrment :;:z:y 31 pev the mecharism given in the .

KIRQR
Relurnon Equity (ROE)

|Snread
Yor determination of use of system charges based on the aforementioned .revenue
requirement the petitioner is directed to fite 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 mentoned in the determination.

As per tho mechartsm in Lhe deciiion

The Petitioner is also directed to ensure breakup of its Operating cost in terms of
Distribution and Supply function separately in its auchted finanicial statéments,

The Petitioner is responsible to provide distribution service within its service territory on
a non-discriminatory basisto all the consumers who meet the eligibility criteria laid down
by the Authority and make its system available for operation by any other licensee,
cons:stem: with apphcable 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 agency of the
Federal or Provincial Government; '

The Petitioner shall ensure to develop, maintain and publicly make available, its
investment program for satisfying its service obllgauons and acqmnng and sel]mg its assets.

The Petitioner sha]l disconnect the prowsmn of electric power to a consumer for default
in payment of power charges or to & consumer who is 1nv01ved in theft of efectric power

on the request of Licensce. _ 7
The Petitioner shall con:iply' with, all the existing or future applicable Rﬁlés, Regulations,
orders of the Authority and cther applicable documents as issned from time to time.

The Authority hereby directs the Petitioner to:

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

fi.  Provide the amount of IDC capitalized with its subsequent ad]ustment request and
reflect the same in its Audired Financial Statements each year.

iii. = Ensure that by the time it files its next tariff petition/ adjustment .request. MDI for all
onsumers at all levels is properly recorded.
c . s properly _ . Q‘ M&l R
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iv.  Provide a certification from its Auditors that Repair and Maintenance expenditure
does not inclide any CAPEX nature itern _
24.  The Determination of the Authority is hereby intimated to the Federal Government for
filing of uniform tariff application in terms of section 31 of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997,

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

AUTHORITY
~ Qe Qreed I s
Amira Ahmed, | Engr. Magsood Anwar Khan
Member Member
UO W/a
Waseem Mukhtar

Chairman

J0|Page
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue {East), G-5/1, Islamabad.
. Tel: +92-51-9208500, Fax: +92-51-2600026
Rengtl‘al‘ Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/TRF-629/QESCO-Supply/2025/ ‘3 £3 -~ > January 07, 2026

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

Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 61 pages).

2. The Determination of the Authority, is hereby intimated to the Federal Government for filing

of uniform tariff application in terms of section 31 of the Regulation of Generation, Transmission and

Distribution of Electric Power Act, 1997. The instant determination of the Authority along-with order

part and Anmexures, 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. w

Enclosure: As above %‘AU/ M
(Wasim Anwar Bhinder)

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

[slamabad

Copy to:

1. Secretary, Ministry of Finance, *Q’ Block, Pak Seccretariat, Isiamabad

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

3. Secretary, Irrigation & Power Depit. , Govt. of Balochistan, 116/40-A, Jinnah road, Samungli road, Quetta

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

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

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

6. Chief Executive Officer, Quetta Eiectric Supply Company (QESCO), Zarghoon Road, Quetta

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

PETITION NO: NEPRA/TRF-629/QESCO/MYT- Supply/2025

DETERMINATION OF SUPPLY OF POWER TARIFF PETTITON
FOR
QUETTA ELECTRIC SUPPLY COMPANY LIMITED (QESCO)
FOR THE FY 2025-26 - FY 2029-30
~ UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Tstamabad
Eyl‘\t\\\-lﬁ@}f D , 2026
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Abbreviations

CpGenCap The summation of the capacity cost in respect of all CPGencos for a billing period

minus the amount of liquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BoD Board of Director

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Common Delivery Point

COSs Cost of Service Study

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

CWIP Closing Work in Progress

CY Calander Year (Jan. to Dec.)

DIIp Distribution Company Integrated Investment Plan
DISCO Distribution Company

DM Distribution Margin

Dor Distribution of Power

ELR Energy Loss Reduction.

ERC Energy Regulatory Commission

ERP Enterprise resource planning

FCA Fuel Charges Adjustment

kY Tinancial Year

GIS Geographical Information System

Gor Government of Pakistan

GWh Giga Watt Hours

HHU Hand Held Unit

HT/LT High Tension/Low Tension

HSD High Speed Diesel

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

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange
| KV Kilo Velt

kW Kilo Wart

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU One million British Thermal Units

MoWP Ministry of Water and Power T .
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MVA Mega Volt Amp

MW Mega Watt

NEPRA National Electric Power Regulatory Anthority
NCC Network Operation Centre

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

OGRA Oil and Gas Regulatary Authority

QESCO Quetta Electrie 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

RAB Regulatory Asset Base

RE Rural Electrification

RTO Residual Fuel Oil

RLNG Reé-gasified Liquefied Natural Gas

RoL Returm 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

TIrC Term Finance Certificate

TOU Time of Use

TOR Term of Reference

TPM Transfer Price Mechanism

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

WACC Weighted average cost of capital

WATPDA, ‘Water and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATYER OF PETITION FILED BY
QUETTA ELECTRIC SUPPLY COMPANY LIMITED (QESCO) ¥FOR DETERMINATION OF
SUPPLY OF POWER TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO FY 2023-30

CASE NO. NEPRA/TRE-629/QESCO/MYT- Supply/2025

PETITIONER
Quetta Electric Supply Company Limited (QESCO), Zarghoon Road, Quetta,

INTERVENER.
Nil

COMMENTATOR
Nil

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

teams.
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1.  Background

1.1, The Authority awarded a Multi-Year Tariff (MYT) to Quetta Electric Supply Company
(QESCO), for a period of five years commencing from 1* July 2021 till 30* June 2025. Upon
expiry of the said MYT on 30.06.2025, QESCO (hereinafter also called as “the Petitionex”),
being a Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions
for the determination of its Distribution and Supply of 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. . QESCO 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
rariff (Methodology and Process) 2015, after incorporating therein, the approved level of
investments and target of T&D losses, However, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D losses. QESCO also
requested the grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing
of consumer-end tariff effective July 1, 2025, as considerable time would be required to
finalize the MYT petidons. The Authority acceded with to request of QESCO and granted
an “Interim tariff ', vide decision dated 23,06.2025 for FY 2025-26, subject to adjustment
and/ or refund, on the basis of the final determination of the Authority in the matter of MYT
petitions of the Petitioner.

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

mmm £27 bRy 2027 28| Y7202 6] [y 2D 30:50)
Powexz Purclase Pricc Rs. Mln 78,563 88,815 102,582 118,481 136,846
Evergy Chatges Rs. Min 37,670 43.509 50,253 58,042 67,039
Capacity Clarges Rs. Min 36,673 40,432 46,659 53,937 62,397
Use of System Charges Rs. Min 4,220 4,874 5,630 6502 7.510
[Distribution Business Cost | Rs. Min| 80,390 33,737] 87,199  40,373] 43,12
Supply Business Cost
Payard Allowances Rs. Mh 2,265 2,491 2,740 3,014 3,316
Post-retrement benelils Rs, Mln 693 762 839 922 1,015
Repair and Maintepance |Rs. Mn a0 33 34 40 44
Traveling expeises Rs, Min 72 80 98 26 105
Velicle expenses Rs. Mln +H 49 54 52 65
Other experse Rs. Mhn 418 450 506 556 512
Total D&M Costs Rs. Mia 3,522 3,875 4,263 4,687 5,158
Bepreciition : ~ |Rs. Mk 21 24 27 - 23 32
Return on Rate Base R, Min 15 17 19 20 21
Gross Margin Rs, Mio | 3,558 3916 4,300 4,736 5,211
Less: Other Income Rs. Mht (126 {127 (128)]_ (128) (125)
Net Margin Rs. Min | 3432 3,789 4,181 4,608 5,082
Prior Year Adjustment Rs. Min 16,298
Total Revenue Requiremest  |Rs. Mln | 128,683 | 126341 | 143,962 | 163,462 | 185,040
Projected Saks GWh 2,624 2,773 2,931 3,098 3,275
Requested Tariff Rs./kWh) ~ 49.04 45.56 49.12 52.76 56.50

2. Proceedings

2.1. Interms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such costs elaimed in the petition has to be made part of the consumer end tariff,

5|Page - -
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therefore, the Authority, in oxder 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,

The hearing in the matter was scheduled on November 05, 2025, for which notice of
admission / hearing along-with the title and brief description of the petition was published
in the newspapers on 25,10,2025, and also uploaded on NEPRA. website; Individual notices
were also issued to stakeholders/ interested parties.

Issues of Hearing
For the purpose of hearing, and based on the pleadings, following issues were framed for
consideration during the hearing and for presenting written as well as oral evidence and
arguments;
i.  Whether the requested/projected Power Purchases Price (Energy & Cost) for the FY
2025-26 is justified?

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

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

iv. Whether the requested/projected amount under heads of Other Income,
Deprecations, Tax and RORB based on WACC of 19.1% is justified?

v. - Whether the requested PYA is justified?

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

vil. What will be adjustment mechenism for future indexation of different components
of revenue requirement during the MYT? Whether there shoiild any efficiency factor
(X Factor)?

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

to the extent of Transmission and Distribution charges or otherwise?

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

x.  Whether the Schedule of tariff be designed on cost-of-service basis or otherwise?
xi.  Whether there will be any claw back mechanism or not?
xii.  Any other issue that may come up during or after the hearing?
Filing Of Ohjections/ Comments

Comments/replies and filing of Intervention Request (IR), if any, were invited from the
interested person/ party within 7 days of the publication of the notice of admission in terms
of Rule 6, 7 and 8 of the Rules. In response no intervention request/ comments were
received. ‘
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42, During the hearing, the Pelitioner was represented by its Chief Executive Officer along-
with its technical and financial teams.

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

5.  Whether the requested/projected Pow Pri n st) for the FY 2025~
26 is justified?

5.1, The Petitioner, submitted that it will pay Power Purchase Price (in Rs/kWh) for the
electricity, it procures from CPPA-G, which would include the generation and transmission
charges (regulated by NEPRA and distributed by QESCO). This Power Purchase Price,
adjusted for QESCO’s distribution losses, would then be simply added to QESCO’s overall
distribution margin to work out the retail tariffs, Thus, the cost of the purchased electricity
would be “passed through” to consumers through the retail tariff, without affecting QESCO’s
distribution margin. At any point in time, any changes in the Power Purchase Price (e.g.
due to fuel cost adjustments) would result in a corresponding change in retail tariffs (i.e., the
change would be passed through immediately) on monthly basis.

5.2. The Petitioner stated that the requested/projected Power Purchase Price of Rs.91,495
million against the projected purchases of 3,522 MKWHh is calculated on the basis of National
average Power Purchase price of Rs 25.98/KWh for FY 2025-26. During hearing, the
Petitioner submitted that with post solarization scenario, the load has been reduced by 60%
to 65%, therefore received units considered to be 3,522 MKWh and after accounted for T&D
losses sales units considered to be 2,624 MKWh for FY 2025-26.

53. The Petitioner projected its PPP as under;

N : Projected
Desceiption Unite [ e 26 | 2026-27 | 2027-28 | 2028-29 | 2039-30
Units Prrchased (MKW | 3522 | 3,698 | 3,883 | 4,077 4,281
Units Sold Tovnewn) | 2,624 | 2778 | 2931 | 3,098 | 3,275
Unit lost: (%bage) (%age) | 25,50% | 25.00% | 24.50% | 24.00% | 23.50%
PPP (Un-Adjusted) | (MKWE) | 2231 | 2402 | 2642 | 29.06 | 3197
PPP (Adjusted) (MIWE) | 2994 | 8202 | 3499 | 38.24 | 4LJ9

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

6. Whether the requested MYT fora control period of five years is justified?

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

6.2. The Authority observed the Petitioner has requested for a five years tariff control period, in
line with its five years investment plan. The Authority also noted that approval of the
investment plan and assessment of T&D losses of the Petitioner for five year's period is at

T|Page
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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
tari(f 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 Petitioner would be applicable during the MYT control petiod.

Whether the requested/projected Q&M cost (including new hiring, if any) is justified and

are sho
uncontrollable costs?

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

v Operation & Maintenance Expenses
* Operational Expenses:
* o Salary Wages & Other Benefits
» Travelling Expenses
» Vehicle Expenses
¢ Other Expenses
* Repairs & Maintenance Expenses
= Other Income -
¥’ Depreciation Expense
v" Return on Rate Base

The Petitioner also stated that pay and allowances includes salaries of regular and contract
employees, wages of daily wages, which includes all benefits such as house rent and
acquisitions allowances, medical allowances and facilities, free electricity and pension
contribution. Considering the impact of increase in salaries annual increment e.t.c. by the
Govt: as per the finance bill, cost of new hiring has also been proposed to fill the critical
required vacancies. It further submitted that O&M cost has been projected based on inflation
adjustments to QESCO's operating expenses from the latest available FY 2023-24 and 10%
increase in Salaries & Allowancesin the FY 2025-26 to 2029-30. The Petitioner also provided
the following basis for the projections;

+  10% Adhoc relief for FY 2025-26

+  30% Disparity Reducton allowance
+ 5% annual increment

+  10% CFI

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

Pay and Allowances:
v The pay and allowances include salaries of regular and contract employees, wages of

daily wages, which includes all benefits such as house rent and acquisitions allowances,
medical allowances and facilifes, free electricity and pension contribution,
Considering the impact of increase in salaries annual increment e.t.c. by the Govt: as
per the finance bill,
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Repair and Maintenapce:

¥ The repair and maintenance expenditures pertain to civil, system maintenance, other
plant and equipment including computers and office equipment.

Txavelling Allowance:

v The travelling expenses for daily movement from altied formation to all bank branched
and collect the scroll from banks and submit to MIS Directorate,

Transportation Charges:

v The transportation charges include repair and maintenance of vehicles, POL and
annual renewal of registxation fees,

Other Miscellaneous Expenditures:

v' Other miscellaneous expenditures, stationery and Photostat charges, postage and
telecommunications,

The Petitioner presented its revenue requirement for Supply function during the MYT
control period as under;

Min Rs.
Description 2025-26{ 2026-27| 2027-28 | 2028-29 2029-30¢

Units Purchased ~ MkWh 3522 | 3,608 | 3,883 [ 4077 | 4281
T&D Losses’ 25.50% | 25.00% | 24.50% | 24.00% | 23.50%
Units Lost " MkWh 898 924 951 978 | 1,006
Units Sale MkWh 2624 | 2773 | 2931 | 3,098 | 3,275
PPP " Rs./KkWh 2231 | 2402 | 2642 | 2906 | 3197
Adj-PPP Rs/XWh 2994 | 32,02 | 3499 | 3824 | 4179
PPP . 78,563 | 88,815 {102,582 [ 118,482 | 136,846
O&M 3,523 | 3,875 4262 | 4,689 | 5,157
Drepreciation 21 24 27 9 32
RORB 15 17 19 20 71
Other Income -126 -127 -128 -128 -129
Distribution Cost 30,390 | 33,737 | 37,199 | 40,373 | 43,111
Prior Year Adjustment 16,298 - - - -
Revenue Requirement 128,686] 126,341 | 143,961 | 163,464 | 185,038
Sale Rate Rs/kWh| 49.05 | 45.55 | 49,11 | 52.76 | 56.5

On the issue of controllable and uncontrollable factors, the Petitionet’s submitted that
Salaries and post-retirement benefits are based on Gavt policies and increase announced in
fiscal budget. OBV expenses other than salaries and postnremement beneﬁts are
controllable and linked with efficiency factor.

The Authority observed that in terms of Section 31(3) of NEPRA. Act, following general
guidelines shall be applicable to the Authoxity in the determination, modification or revision
of rates, charges and terms and conditions for provision of electric power sexvices;
V' a) tarilfs should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tariff”

V' (b) tariffs should generally be calculated by including a depreciation charge and a rate
of return on the capital investment of each licensee commensurate to that earned by
other investments of comparable risk;
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v (¢) tariffs should allow licensees a rate of return which promotes continued reasonable
investment in equipment and facilities for improved and eificient service;

v’ (d) tarifis should include a mechanism to aﬂdwb'ceﬂsees a benefit from and penalties
for Rilure to achieve the efficiencies in the cost of providing the service and the

quality of service;"

Further, as per the NEPRA determination of Consumer-end-Tariff (Methodology &
Process) Guidelines, 2015, the Authority shall choose a base year for the purpose of
determining the affected company's revenue requirement under the multi-year tariff
regime or annual tariff regime, "Base Year" has been defined as the year on which the
annuat or multiyear taxiff 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 acual results and projected results for the same financial year or it may be a pure
projection of a future financial year.

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

Considering the fact that the MYT has been filed for a period of five years i.e. from IY
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 wheve the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the aHowed and actual OPEX in the form of efficiency savings or
losses. Thus, resulting in two broad options, one that the utility bears all savings or losses,
i.e. no-action is taken by the Regulator. The 2% that the utility shares the savings or losses
with consumers, The former'provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the Josses/gains for the utility and
its customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made In the next period to compensate for a deviation
from allowed OPEX in the current perivd except for certain allowed adjustments in terms

of CPI etc.

In view thereof, the head wise assessment of the Petitloner under each of the reguested
costs is as discussed hereunder. '

Salaries, Wages and Other benefits (excInding post-yetirement benefits)

The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petitioner's total O&8M 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
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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 peried, 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 apprepriate 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.7,304 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.

Accerdingly, the cost of Salaries & Wages (excluding postretirement benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs.8,346 million.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Functions as reference cost, to be adjusted in the remaining control period as
per the adjustment mechanism. prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
‘Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution-and Supply Functions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits (excluding postretirement benefits) for
the 'Y 2025-26 pertaining to the Supply function works out as Rs.1,900 million.

The assessed Salarles & Wages costs for the FY 2025-26 i.e. Rs. 1,900 million, shall be
considered as. the reference cost for future adjustment/ indexation of Salarles & Wages
expenses, in the remaining taxiff control period as per the mechanism given in the instant
determination,

Considering the fact that employees of XWDISCOs are hired on Government pay scales,
and any salary increase announced by the Federal Government in the Federal Budget is
applicable on‘the employees of the Petitioner, therefore, being un-controlable 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,

New Hiring / Additional Recruitment

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 recnutmenr, the Authority understands that any allowing cost upfront
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either on account of new hiring or outsourcing, would be unfair with the consumers,
without considering/ analyzing its benefits. The Authority understands that it will be 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 actualize the Pay & Allowances cost of the
Petitioner, based on its audited accounts for the relevant year, however, that would only
be to the extent of existing employees. Accordingly, the Petitioner is directed to provide
detail of services actually outsourced during each year or new hiring if any, along-with its
financial impact and benefits acerued, for consideration of the Authority, in its subsequent
adjustment/ indexation request. :

Post-Retirement Benefits

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 Company's routine operations, thus reducing
the Distribution Margin and eventually consumer-end tariff in longer ran. '

Iere it is pertinent to mention that the Authority in the previous MYT of QESCO, 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.

The operational performance of QESCO over the last three years has remained well below
the targets allowed by the Authority in terms of losses and recovery. In view of the
aforementioned and keeping in view the request of the Petitioner, the Authority has
decided to allow post-retirement benefits for the FY 2025-26, keeping in view the actual
payments as per the Audited/ provisional accounts of the Petitioner for the FY 2024-25,
and the request of the Petitioner for the FY 2025-26. Accordingly, the cost of post-
retirement benefits being allowed to the Petitioners for the FY 2025-26, works out as
Rs.3,217 million, for both its distzibution and Supply functions.

Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terms of Distribudon and Supply Funetons, therefore, for the purpose of
allocation of total cost of post-retirement benefits in terms of Distribution and Supply
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functions, the criteria as adopted by the Petitioner has been used. Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Supply function works out
a5 Rs.733 million. :

Considering the fact that the Petitioner js obligated to pay to its pensioners, the pension
increases announced by the Federal Government, therefore, being an un-controilable cost,
the Authority has decided to actualize the post-retitement 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 & Maintenance Costs

Regarding Repair and maintenance expenses, the Petitioner mentioned that it pertains to
civil, system maintenance, other plant and equipment including computers and office
equipment. ’

The Authority bas carefully examined the Petitioner's request. 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. 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 O8&M
expenses and othex 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.},496 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact on the R&M cost as per the
accounts of the Petitioner for the FY 2024-25 for both the 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 Petiioner has been used. Accordingly, the cost of R&M for the FY 2025-
26 pertaining to the Supply funetion works out as Rs.30 million, -

The assessed repair'and maintenance cost for the FY 2025-26 i.e. Rs.30 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 preseribed 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 revise its R&M assessment based on such
disclosure/certification.
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Other O&M Expenses

Other O&M expenses include Travelling costs, Vehicle Maintenance and other expenses
ie. 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 & Periodicals, Representation & Entertainment, Insurance, Bank Charges,
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, after incorporating 10% increase on the provisional expenditure for the
FY 2024-25; ' '

Min. Rs.
Determined FY 2024-25 Requested FY 2025-26
porP SQP Total DOP 50P Total

Other O & M Costs 2,639 334 2,973 3,546 565 4,111

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. Accordingly, for assessment of Cther O&M costs for the FY 2025-26,
the Authority, keeping in view the cost as per the accounts of the Petitioner for the FY
2024—25, has decided to allow an amount of Rs.1,725 million to QESCO for the FY 2025-
26, The said amount of Rs.1,725 million 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, butlding rent, NEPRA. fee, insurance cost, rent, rates &
raxes, and travelling, transporiation 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 O8M
costs in terms of Distribution and Supply Functions, therefore, for the purpese of allocation
of votal cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the Supply function works out as Rs.347 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 O8M cost or actual O&M cost of the previous year, after
excluding therefrom the capex nature O&M and amount of Q&M capitalized, if any, and
pay & allowances & post-retirement benefits, shall be considered as reference.

ICUSNY
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If the actual OBM cost for the previous year, as referred above is not available at the time
of projecting next year's-O8M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism. Once the audited
account for the previous year are available, the already projected O8M cost shall be
reworked based on lower of allowed cost or actual O8: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 and supply functions separately in its audited accounts,

PMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitering Company (the
“PPMC"). DISCOs in support of their raquest referved to the SRO 1358-I (2025) dated
29.07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the
implementation of the priority areas of the NE Plan, and strategic xoadmap 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.

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

The Authority noted that the National Electricity Plan allows the designated entity to
charge a regulatory fee, which shall be allowed by the Regulator. The Authority also noted
that previously the Authority discontinued the PEPCQ 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 enexrgy 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 cthers, 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 methodology, Power Purchase Price is the
only uncontrollable cost which is allowed a pass-through item. However, considering the
fact that XWDISCOs employees are hired on Government pay scales, thus, an ﬁalary and
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pension increase, announced by the Federal Government in Fiscal Budget is also applicable
on such employees/ pensioners of XWDISCOs. Therefore, salaries & wages cost and
pension expenses to the extent of such employees can be considered as un-controllable
cost for XWDISCOs as long as they remain in public sector.

Whether the requested/projected emount under heads of Other Income, Deprecations and
RORBS based on WACC of 19.1% is justified?

Depreciation

The Petitioner has submitted that Depreciation is provided in accordance with the
accounting policy of the Company. The Petitioner requested a total amount of Rs.2,523
million for depreciarion with Rs.2,505 million pertaining to the Supply function.

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 determnined 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 allow the following provisional Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Authonq«' in
matter of DIP of the Petitioner.

" Rs, Mln
IProvisional capexl QESCO |
FY 2025-26 - 1,140
FY 2026-27 2,803

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

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

[Provisional T&D Loss | QESCO |

Y 2025-26 ' _ 13.81%
TY 2026-27 - 1 13.81%

The Petitioner is directed to carry out its T&D loss study through an independent third
party, as per the approved terms of references (ToRs), which shall be communicated to the
Petitioner separately by NEPRA. The independent third-party T&D loss study must be
submitted by the Petitioner within nine (09) months of issuance of this decision. In case,
the T&D loss studies are not submitted within the allowed time period, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustment shail be reworked on such revised targets. The financial impact of such revision

shall be made part of PYA of subsequent tariff vebasing, M Q}(
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RevisedT&D Loss Target
{¥ailure to subinit study)

FY 2025-26 8.60%
FY 2026-27 8.60%

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 (fanuary 2027) or mid-term (December 2027) review of
the DIP of the Petitioner, as the case may be,

QEsCO

Not used
Not used

After taking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.2,212 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
temaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination,

After carefully examining the relevant details and information pertaining to the deferred
credit and amortization as per the accounts for the FY 2024-25, the Authority has projected
amortization of deferred credit to the tune of Rs.1,195 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.1,017 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation. cost in terms of Distribution and
Supply Punctions, therefoxre, 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,16 million.

RoRB

The Petitioner has submitted that return on investment on the {cost of capital) will be
calculated as follows:

ROR = Rate Base x Rate of Return

Where:

Rate Base is defined for the FY 2025-26 to FY 2029-30 as the sum of (i) Gross Fixed Assets
in Operation beginning of the year (if) The capital expenditures for the year (New
Investments), in accordance with the proposed investment program (iii) Less Cumulative
Depreciation (iv) Plus Closing Capital Work in Progress (v) Less: Differed Credit. Annual

A el
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Rate of Return is a pre-tax retwrn on the Rate Base,

Because the investment is typically financed with a combination of debt equity, the
appropriate rate of return would be a market-based weighed average of the cost of capital.
Average ROR is kept at 19.10% as cost of capital as allowed by NEPRA for indexation of
Y 2024-25,

Ke=RF + (RM ~ RF) x 8

cost of debts ; kd = Interest on loans

WACC = [ Ke x (E/V)} + [kd x (O/V)]

Where E/V and D/V are equity and debt ratio xespectively taken as 20% & 80%.

The Petitioner during the hearing revised its calculations on the basis of WACC of 13.40%
by considering reduction in KIBOR.

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

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

Investments of comparable risk;

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

In line with the aforementioned guidelines, the Authorlty allows DISCQs, 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 cut as per formula given

below;
Cost of Equity;
Ke =Rr+ (Ru-Re} x

Where;
Rris the risk free Rate
Ras is the Market Return
f is Beta

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

WACC={KexE/V)+Kdx D/ V)
Where E/V and D/V are equity and debt rados respectively taken as 30% and 70%;

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

The expected return on any investment is the sum of the risk-free rate and an extra return
to compensate for the risk. This extra return or 'risk premium' is the difference between
market rate of return and rislk-free rate, Generally, the return on stock market index is
taken a3 a measure of market rate of return, To have an appropriate measure of the market
rate of return, analyzed KSE-100 Index return, over a period of 10 years i.e. FY 2016 to FY
2025, Further, return of different neighboring markets and other international markets
were also analyzed,

For risk free rate, the yield of 05 year PIB is c0n51dered 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, xange of betas used
by international Regulators, and accordingly decided to use the beta of 1.10, while
assessing the RoE component.

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

Regardmg the cost of debr, it is the interest rate on which a company would get borrowing
from the debt market / commexcial banks 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 basts points). . '

In view thereof, the WACC for the FY 2025-26 has been'worked out as under;
Cost of Equity;
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‘Where EfV 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 TY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as
under;

| QESCO |

b gt .4’1 M

gk Désc}iﬂ} lon-',?cnégij FY202 8250 FY 0750
Flved Assels /8 82,352 80,572
Addition 6,220 T7.831
Fisd Assels G/ 20,572 98,402
Depreciation 23,841 26,053
Met Fixad Assets 66,731 72,349
Capllal WIP G/ ’ 20,665 18 864
Flxed Assets Ing, WIP 87,208 91,214

- Less: Deferred Credits 35,923 32,763
Total 51,473 58,451

RAB 54,962
WACC 13.19%

RORB 7,249

The fotal amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Funetions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Supply function works out as Rs.7 million.

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

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

‘& loan below 1.50% spread, the entire savings would be passed onto the consumers

annually, through PYA. In case of more than one loan, the-saving with respect to the

" spread would be worked out based on individual loans, In case, the spread is greater than

the allowed cap of 1.50%, additional cost would be borne by the Petitioner itself. Similarly,
if the 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 sourees of other income include Interest Income,
Sale of Scrape, Amortization of Deferred Credir, Rental & Service Income ete., whereas
the Wheeling Charges and Late Payment Surcharge have been excluded as per decision of
NEPRA. Accordingly, the Petitioner has projected an amount of Rs.1,950 million for the
FY 2025-26, for both its Distribution and Supply functions, with Rs,126 million for the
Supply functon;

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 sciap, income from non-utility operations, commission on PTV
fees and miscellaneous income. ' ' '

Sinice the other income would be trued up every year as per the mechanism provided in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.1,950 million as requested by the Petitioner, including the amount
of amortization of deferred credit but exclusive of the amount of late payment chaxges
(LPS) for both of its Distribution and Supply functions. -

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

The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Tunctions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Supply function works
out as Rs.126 million. ’

The reference Other Income determined for the FY 2025-26 would be adjusted arinually
as per the adjustment mechanism prescribed in the instant determination.
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What will be adjustment mechanism for future indexation of different components of
zevenue requirement during M@x there should any efficiency factor (X
Factor)?

Adjustment Mechanism

Regarding adjustment mechanism of different components, the Petitioner during the
hearing submitted that adjustment mechanism for future indexation of different
components of revenue requirement except POL and salary should be linked with national

CPI and efficiency factor.,

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

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

Indmggg of Q&M cost components

Salaries & Wages and Post-retirement Benefits; Considering the fact that employees of
XWDISCOs are hired on Government pay scales, and any salary increase announced by
the Federal Government in the Federal Budget is applicable on the employees of the
Petitioner, therefore, being un-controllable cost, the Salaries & Wages and benefits, would
be actualized, based on the andited 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/ ad]usunent request or
tariff determination as the case may be.

Adjustmont Mechani m - Sslerics, Wapes & Other Benefits

Revisedd Salan‘m, Wapges & O:Iu:r Bunalits Expenses o Ref, Salaries, Wages & Other Deaefits x { 14+(GoF Incrense or CPL})

'The allywed Salarias, Wagcs B Othier Btmcf'us may be considered as reference cost for future adjustment,

The Authozity may eousider to a].low GoP increase till the time the DISCOs remain in publie sectos, or.herwnc cPI
indexation may slowed I DISCOs ger privatized. :

The sHowed amonne shall En: acrualized based on Audited accounts for the relevant year , com,\de.ring the seme as
unecontrollable 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

F faw
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part of PYA in the next indexation/ adjustment request or tariff determination as the case
may be. '

Adjuateent Mechanlim - Actusl Past-retizement Beuaflts prymont

Revised Post-Retizement Denelis a Ref, Pots-retirement Beachits x [ 1+{GoP Increese or GPI))

The allawed Post-Retirament Beneli may be considered as reference cost for luure adjustment,

The Authority may considet to allow GoP inercase till the xlme the DISCOs remokn lu public sector, otherwise CPI
indexation may allawed §f DISCOs get privatized.

‘The allowed amount shell be ectuslized besed on Audited pecounts for the relevant year , considering the same as
unconirollable cost on pozt of XWDISCOs,

Transportation/Vehicle Running expense portion of O8&M cost
The reference costs would be adjusted every Year with Transport index of NCPLThe
Adjustment mechanism would be as under;

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses (Ref.) x {1+ (Transpoxf: 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

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

Where . ‘

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

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

ANCPI . = Change in NCPI published by Pakistan Bureau of Statisticsfor 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

RORB

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

that year as per the following mechanism;
) Adfustment Mecharlsm ~ RoRB

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

The allowed RORE moy be considered ps reference cost for future adjustment, .

in addition the allowed RORD for previous year will be wnsed up based one povual investment {maximun: cap to che exent of aliowed
investmentjcarzied out during that year. Furdher KIBOR fluctuation on bl-annual basts also subect 1o adjustment, Further Spread of
1.50% is allowed s moximum gap, In case DISCOs manage co obtain financipg on spread less than 1.5% the ssme shall be adjusted as

part of PYA,
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In addition, the Petitioner to disclose the amount of IDC capitalized during the year and
adjust its RAB for the year afier excluding therefrom the impact of IDC capitalized during
the year.

In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment aHowed 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 uning up the RAB, unless
due to any regulatory decisions/interventions/approved plans for which the Peritioper
obtaing prior approval of the Authority. In such case the Authclnty miay also revise the
efficiency targets in terms.of T&D losses etc.

The Authority-also understands that interest payment s an obligatory cash flow lability
uniike 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
dnnually, 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 Penuonexj itself, Similarly,
if the Petitioner’s total actual cost of debt remains lower than the dost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.,

bepreclialion‘ Txpenses
The reference Dep;ec:latlon charges would be ad]usted every Year as per the fo]lomng
formula; :

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

GFAIO (Ref)
‘Where: DEP (Rev) = Revised Depreciation Expense for the Current Year

DEP (Ref) = Reference Depreciation Expense for the Reference Year
GEFAIO (Rev) = Rev:sed Gross Fixed- Assets in Operation for the Current Year
GFAIC (Re{) Reference Gross Fixed Assets in Operatlon 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
invesiments (excluding consumer financed investments) than the allowed, the same would
be the Petitionér'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 Tncome

N froti -
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20.1,  Other Income shall be adjusted annually as pex the following mechanism during the M¥T
control period to calculate future Other Income,

_ Adjustment Mechanlim - Other Incame {OT}
wOXAllowed Pravioys yrar) + {OI{allowed for pravious yesr} -
Oltke) Ol(Actunl previous year))
The sllowed Other incoine miay be consldered 13 reference cost for foture ndjusment,
In addition the ollowed Other Income for previcus vear will be trued up based an actual Orher Incama during 1hat year

21. " Working Capital _ /

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

+ Current Asgats

{Trade debr (days of Revenue Receivable) | =] o0o7] 11,797
Total Cu.rrenl: Assgers 11,797

~ Gurrent Linbilities .
EPP From CPPA : 41 0.11 4412

|CPP Fram CPPA . . . 34 009 |  B8825
Transmission o 30 0.08 953
Distriburion ) 30 .08 1,555
Tl:ltal Liabilitied 15,743
pom o : ' T [T e
Gostofdebtlocal ., - B N
Workmg Capital Cost. {473)

21.2. As'reflected in'the table above, The Petitioner’s working capital requirement for the
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Supply function has been assessed as negative Rs.3,946 million and cost working capital
requirement works out as negative Rs.473 million, based on 3 months KIBOR L.e, 11% +1%
spread.gs maximum cap, subject to downward adjustment in case the actual spread remains
lovver, The same is allowed to the Petitioner for the CY 2026, and is subject to adjustment,
as per the mechanism provided below, once the audited accounts of the Petitioner for the
FY 2025-26 are available,

Working céapital (Supply)

Revised cost of wc;rking capital = Working capital requi;emént as per piven formula x Cost
of debt on allowed parameters
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“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 dewnward
adjustment at the end of each financial year.

Actualization of Previous year based on allowed revenue as PYA

Current Assets
- Lower of 25 days receivables based on allowed revenue (including the impact of

allowed adjustments), OR Actual average Receivables for the Financial Year
(excluding opening receivables).
Current Liabilities _
- Payables pertaining to EPP & CPP based on average Number of days data to be
" provided by CPPA-G.
- Transmission charges {30 days) & Distribution Charges (30 days) or based on
contractual agreement, if any.
- Actualization of the aforementioned heads shall be based on allowed costs after
accounting {or the impacts of allowed adjustments.
All heads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any, While actualizing these heads impact of working capital cost be

exctuded.
- Amount retained by the Pelitioner on account of Net metering settlement

- Any other amount retained by the Petitioner

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

The Authority further notes that 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 depesits 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 shali be adjusted

as part of other income.

Whether the requested PYA is justified?

The Petitioner has requested following PYA;
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Description Rs in Million

Supplier's NEPRA Fee 2024-25 23

Supplier's NEPRA Fee 2023-24 21

Post retirement benefits 605

Minimum Tax 2,616

PM Assistance Package 164

Under recovery of distribution margin 3,541

Under Recovery of PYA 924

Quarterly Adjustments 8356

True down of depreciation ~136

True down of other income 204

Total 16,298

92.2. ‘The Petitioner in Yesponse to his claim has provided following head wise workings for

consideration of the Authority;

{Allowed FY | Aetual FY Difference (PYA)
Description 2023-24 | 2023-24
: (Rs in Byja (Re in Miltion)
Million} | Million)
Post retirement benefits 1,873 2,478 605
Mhlmtus Taz
CPRKa Amaun, Darrkiiaa Taz Year

* a7 10101 G155 ) 5,000,000 Minfmuen Tax bl
« FT2GE0E3 101 D 453163 75.003.000 Miabrnen Tax A4

[ 2007701 02 75,000,000 Mk Tax amy |

1203 100 1D DV 2379578 5,000,008 Bt Tax amdc |

[T20231 1290102160578 50060, 008 At brlsrmim Tax, 204
- [T 20241 1279104260761 2 100,000,000 Ain'nnun Tax 24
[0 26304 | 67805 103,060,000 MErdtuna Tox 2024
ITHEAOONO L6 200,000,000 Mindmtem Tax 2034
1T MEHES 10N T8 2158 150,000,000 Mefum T . 2004
CATAOS25G 01411853 £60,000,080 i bndmsm Tax 2o
CHZHE300 10 L 1845970 100.000.000 W latwam Tax 2024
005010 719616 AR 000.00) ©_ Mirtman T HE
Copy uf Anmat Rovwn I'ankial EOTEYY | Profe pa dits {4dirEmom Tas) 04

Coyy of Anma! Revrn Proviled ESTAET Seailon 1533 12} T
TCARSE010L1580744 300000000 B indmam Tae {: reded] - Eirl
) T A0 HBE00 0 LI R 20000000 Wndmim Taz feonarded) 200
AT 1L 0000001 i Tax (oo rded) ik}

TERTIEDI0I206 4727 3717613} iy Tax (Denonded) 3|
TFANGAN A0TSR 250.000.00) Ml Tax (Doranded) A2
TN 23 E010LI851 0% 203,000,000 Mirfrpn Tax { Bom dof) Hd

¢ Toul : 2.616.187,903
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P Asshilnnes Parkipe
& ot
Employen Maree CHNIC No Beslgpatlon | Clalmant Hame Rchllunl';::f::m C::I; h:::“ F.f::
Lave Mumawar
Ahmod 3610218509251 |Seeurioy Sorgera] _ awerarmn) | e | $00000 | 2000000 |o72ia0is
Malomimad
Romman | NK201-i285750-0 | Sccurtiy Guoned|  FarmaBth | wife | 00000 | 2000000 |s0minou|
Late Murad Vst [52200. 50708085 | wip_ | s thomseets | wite |- | sooooon §9ROR%
Ratlt Almed | SHIO-0541262-5]  Ex-S50-1 | ShoheenBBI | Wite | 1,500,000 | 7000000 |[13-Febe24
Rabet Fanvals_I54400-5125150-5] _ EsSAW Rsheta Wite || 6000 | 2000000 |12-MarZd
b Ghard_JSHOO-GOHT)__ EeNG, DR Rars | Wik | 600000 | 2000000 |26-Mur2d
Manzoar Alred |5SH00-7952167- L¥M-E Astun Rhawon | Wife | 1,200,000 5_.W°Lm 29-hup-24
Syed Noteve Stub - - FymMi | wie | 2000 | . |130#
Mt Ahrad - Tl sm | Wile 30X | 5000000 _J 45-Oct-34

Wosan Razs | THICO-D50Z1B4-5]_ Supervior | Stohids Huan | Wile | 1,500,000 | 5.000000 §17-Dec2d

Ampd Al | SIG0ES0MZ2LT) EX-S80-1 | Zrent Yowalse | Wile 3,000 | 5000000 § 30-Dec-24

Mulommad

slurgue 56401 -SH6B5-5 i L‘_i_i:l Halimas BHI Wil 1,200,000 | 5,000,600
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Tath AT limab  |53403-84320014 ALM Mit: Aziman ) Wire | 500,000 -

Matk Mubammad |S02-9308257-0 ALM hTin Zazim \VE: 00,000 Zmb.m 16102024
Wi Pathanl '

Trwmn Bus | 53200.0645830-8) L1 Khatoan wife | 3.200000 | s.con00 |16.0.7024
Late Noar Ahmed |S1602-6651000-9]  EX-LM-l Wie Bibl Fathiea | WWire | 3,200,000 | 5.000.000 1‘54’03?2024!'
Tote Abdl Al [ STE05-{112790Y] EX-S80.1 [ Mot Zarios M [ Wie | 5,200.000 [ 5000000 {20302

Lare 1s)
Mutaowrad  |SHo00mone9]  EX-LML | MusbiFaom [ W ) 5000000 |13/072024
M1t Ashz
Lace Arslud bt [s410036753.9] x-St Parvesn | Wi | 1500000 | 5000000 [soa/z0n
Late Mi Hskler | SHO0GI01012-8]  EX-3AM Mi AU | Wie | - 5.000000_$31/1OVZ020
Fluhoomad Hashim 52602 1091956 | L5 | aewe ety tegar| ¥ ] 1200000 | so0po00 |05002%4
Late Yoo Klon J54100-5620557-1] M1 | Mickagta fofter] W | opooon ) sooncge |1RORE
1 .= M Perveen Wil . } .
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Late kambia Mo 5530000449301~ pUR Mot s | Wi - 200000 | 27052024
. , MG Syeda Fomis | -
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Muwond {s00020005223)  EXIMI | MaBmicdsimf WY | 30000 [ secnoc0 [21102074
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Lae Jan . , ]
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TOTAL , 53,200,000 131,000,000

Under Recovery of DM
DM Allowed for FY 202524 - Rs in Million : 28,962
Units Purchased FY 2023-24 MkWh 5,844
Units Lo be sold at {14,04% Losses) MEkWh 5,024
Rate ' Rs/kWh 5.06
DM Recaovered (5,024 * 5.06) Rs in Milllon 25,421
Upder Recovery of DM Rs in Million 3,541
: Under Recovery of EYA
PY Allowied for FY 7023-24 Rs in Miltion 7,553
Unlis Purchused FY 2023-24 MkWh 5844 | - i
Unfts 10 be sold at (14,0496 Losses} MkWh 5,024
Rate - Rs/kWh 1,32
PM Recovered (5,024 % 1,32 Ry in Million 6,629
Under Recovery of DM Rs in Million 024
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Quartery Adlus t 1700 Ups
Description A3 in Milllon
(Over) Under Recovery
b QTA 202223 87
Ist QTA 2023-24 2967
2nd QF A 202324 2307
3:d QA 207322 908
Ath OTA 2003-24 855
15t (QTA 2024-25 a7
Tatel {Over)/under recovery 5,356
Mowed Achul FY
b a0py.24 | 20pnzs | Pifferesce
ercciption -—(m T TRt tn
Milioz) . | Mitog) | 8 b Millon)
 Depraciotion - 2,632 2,478 -156
Descrlption hl;;\;;:lzf'f Aﬁg{g Diffvrence
(aln | (Rsin }
Mlilfon) Mnl'lnn} (e ln_lidﬂlmn}
Cther-Income 1911 1,707 204
223, The Authority has analyzed the PYA workings submitted by the Petitioner and also
obtained additional information, including category wise sales data from PITC, Based on
the available information, Authority’s decisions in terms of FCAs and Quarterly
adjustments for the relevant period, mechanism provided in the MYT determination, and
data provided by the Petitioner, the Authority has assessed the PYA of the Pettioner
under various heads as under;
_  Rs.Mln
Description| [QESCO
QTR | 3,669
DV 9,759 |
PYA 4,170
Sales Mix {391)
True Ups -
2023-24 {4,668)
2024-25 (7,716)|
Other Head 3,640
Total 8,463
224, The detailed head wise working of aforementioned PYA is attached as annexure-V1
23.  Whether the recovery target =nd provision for bad debt gs  provided
in petition is justified?
23.1.  The Petitioner during the hearing submitted that the Recovery Target is set at 100% and
no provision for bad debts is requested.
23.2. The Authority notes that, historlcally, XWDISCOs have not been allowed any recovery

29| Page

loss and tariff determijnations have been based on the assumptions of 100% recovery.
While write offs were allowed to certain XWDISCOs on provisional basis, subject to
filfillment of the prescribed criteria, but no XWDISCO ultimately able to meet the said
criteria and write-off any amount. Consequently, the provisionally allowed amounts of
write~offs were adjusted back.
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23.3. The Autherity further notes that although recovery loss was initjally to K-Electric, the
matter was revisited pursuant to Motion for Leave for Review filed by various stakeholders
including the Ministry of Energy (MoE) itself, and the CPPA-G.Upon reconsideration, the
Authority decided not to allow any upfront recovery loss and only a capped amount of
write-offs was allowed to X-Electxic, subject to fulfillment of the prescribed criteria,

23.4. Tor
the

V"

ready reference the grounds taken by the MoE, being the owner of XWDISCOs, and
CPPA-G in their MLRs in the matter of KE's MYT FY 2024-30 are reproduced below;

Mlowing of a recovery loss trajectory, effectively wansfers the financial burden of
DISCO inefficiencies onto paying consumers, thereby penalizing compliant customers
while subsidizing non-payment. The MoE (PD) also submitted that this approach is
inconsistent with the principle of prudent cost recovery enshrined in Section 31 of the
NEPRA Act and. the Tariff Rules.

Clause 5.3.2 of the NE Policy envisages that "timely recovery of bad debt that is
prudent shall be allowed by the Regulator with the incorporation of facilitative
provisions in the regulatory framework as per industry practices and procedures.” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debt write-offs applicable across the sector, Clause
6.1.3 of the NE Policy reinforces that the NE Plan shall serve as the iniplementation
tool for achieving policy goals. N :

Conseguently, the Authority is legally obhgated urider Sections 7(2)(1a) 14A(5), and
31{1) of the NEPRA. Act to align tariff determinations with the NE Plan and apply its
prescriptions uniformiy to all DISCOs. If this pfactice 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 sustamablhty of the power sector and xun contrary to
the goals of tariff ranonahzanon and reform-based efficiency.

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. :

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 sexvices is duly protected in accordance with the
principles of transparency and impartiality; and (b) itshall be guided b}r the NE Pohcy,
the NE Plan and the guidelines of the Federal Government, .

Recovery shortfall (if any) be met by way of application of pn.nmples of write-off,
subject to fulfilment of specified criteria for such write-off of bad debs, in line with
industry practices and procedures in other regitlatory jurisdictions, which shall duly
protect the interests of the consumers and companies engaged in providing electric
power services and would be consistent with the NE Policy and the NE Plan.

23.5. The Authority while deciding the MLR of the Mol and CPPA-G in the matter of KI'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 allomng any
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up-front recovery loss, can be construed as a policy decision, meamng thereby that similar
treatment will be offered to other DISCOs.

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, QESCO's tariff is being
determined on the basis of 100% recovery target as also proposed by QESCO itself, QESCO,
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| PY 2029-30
[ Qrsco 3.00% 250000 2.00% 1.50% 1.00%

Cntena for claimifg actual yrite-offs

a. Actual write-offs, if any, against prwate consumers only, pertaining to billing made
during the current MYT period i.e. FY 2026-30, afier fulfillment of the following
criteria sub]ect to maximym cap as provided above. The claim shall be verified by third
partyfaudltor, based on the following criteria; -

1. The claim shall be applicable for the default amount of a permanently disconnected
conswmer, that may not be recovered through all efforts possible,

ii. The age of such non-recovery is over three (3) years,

iti. The amountof write off shall be claimed agamst connectiohs. glven 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. Peiitioners 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, modlfy or add to the write-off policy,
in its sole discretion.

vi. Petitioner’s BOD shall approve all write-off claims in accordance with the
Authority’s approved write-off policy. The Pettioner’s BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authoxity'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
dpproved by the Authority, The Authority, may while granting approval alter,
modify or add to the TORs, in its sole discretion,

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

Whether there should be ggg {fixed char gg; on Units exported by net ;geteggg user to th
extent of Transmission and Dist Dlsmbuno.n_@arges or othervise?

'The petitioner during the hearing submitted that Net-metering consumers rely on the grid
both for backup supply during Jow or no solar generation and for exporting surplus energy.

3 ol
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In absence of fixed charges on exports, these consumers’ avoid contributing to grid
maintenanice costs, creating cross-subsidization where non-solar usexs bear higher fixed

" costs. Increasing penetration of net-metering reduces DISCO revenue, leading to inequity.

Technicel 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.

The Petitioner accordingly recommended as under;

v" Introduce fixed network usage charges based on sanctioned load or export capacity.
v" Transition to a gross metering framework to avdid cross-subsidies.

¥ Restrict oversized DG installacions exceeding sanctioned load.

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.

" Comprebenﬂ;ve study on the impact of existing time-of-use {Toll) tariff timings and
proposéd m easu}‘es for aligning demand with evolving load patterns

®  Comprehensive 3sse.s:sment of the financial and technical impacts of distributed solar
pbo! ovoltaic (PV) integration on distribution utility operations and infrastructure

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

Here it is also pertment to highlight that the Authority elicited public opinion on the
NEPRA (Prosumer) Regulauons, pursuant to Secticn 47 of the NEPRA Act; , whereby,
change in both the methodology and rate for the units bemg exported by a Distributed
Generator (DG), are being proposed.

The Authority therefore considers it appropriate to review the quantum of fixed charges
to be levied on Net Metering Consumers, once the aforementioned studies are completed,
and upon notification of the the NEPRA (Prosumer) Regulations; including finalization of
the methodology and rate for units exported by such consumers Therefore, for the purpose
of instant determination, the. Authonty has decided not to make any changes in this
regard. -

ﬂhetlmr the existing fixed charges applicable to different consumer categories needs to
be revised and requites any changes ip mechanis m for chargu;gMgs__gd_
Actual MDY or Sanctionied Loed or otherwise?

there shoul fixe Arpes on_con categories who are currently no

paying any fixed charges?

The Petitioner during the hearing submitted that NE plan provides us direction to
progresswely include the fixed charges in all categories {except Protected), Fixed charges
were significantly increased from Rs.500 to Rs.1,250 in July 2024, burdening consumers
and leading to a rise in temporary disconnections. Charging based on sanctioned load
rather than actual Maximum Demand Indicator (M1} has caused disputes, especiaily

OWER M@m*
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among industrial and commercial consumers who do not fully utilize their sanctioned
capacity, resulting in poor recovery performance.

26,2, ‘The Petitioner accordingly recommended as under;
v Base fixed charges on actual MDI instead of sanctioned load.
v Deploy AMR/AMI metering to automate MDI-based billing,
v Apply nominal fixed charges for domestic consumers to ensure affordability.
P

Impose per kW fixed charges for net-metering consumers to ensure fafr grid cost
sharing.

26.3. 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 Moton 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. '

26.4. 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.

26,5, Here it is also to be highlighted that the Authority has recently initiated the process of
notifylng the NEPRA, (Prosumer) Regulations, whereby, changes in both the methodology
and rate for the exported units are being proposed. These amendments, once approved,
may result in increased consumption from the Grid, consequently leading to higher
recovery of fixed costs, as part of variable charges. In view thereof, for the purpose of
instant determination, the Authority has decided to maintain the existing rate of fixed
chaxges for the consumers who are currently being charged fixed charges at Rs/kW/month
along-with the applicability mechanism,

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

27. ‘Whether the schedule of taviff be designed on cost-of-servjce basis or otherwise?

27.1. The Petitioner submitted that 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 transparency, financial sustainability, and equitable cost allocation among
consumers. The current uniform tariff structure 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.

27.2. The Petitioner accordingly recommended as under;

v Gradually transition to CoS-based tariff design,

v Segment consumers by voltage and usage pattern tareflect actual service costs,
| CPNERRES .. JINUN
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v" Replace broad cross-subsidies with targeted subsidies funded by the federal
government.,

¥ Conduct updated CoS studies for all DISCOs to establish credible cost benchmarks.

27.3.  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 SD-82, 83 and 84, which call for
transitioning toward CoS-based taxiffs to promote transparency, financial sustainability,
and equitable allocation of costs among consumer categories. DISCOs in general have
supported CoS based tariff design, which would enhance transparency, and equitable cost
allocation among consumers in terms of actual costs they impose on the systen.

97.4. The 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 cost recovery) shall be cross subsidized by:
i. industrial & commercial consumers, pursuant to the Strategic Directive 0B4;
ii. other residential consumers (above cost recovery),

27.3. SD 84 states that Crbss—subsidy by the productive consumers, to subsidize residential and
agriculural consumers, shall be progressively restricted to 20% of the respective cost of
service of such consumers by FY-2026.

27.6. In light of the aforementioned provisions of NE Plan, the Authority, has decided to
gradually reduce the quantum of cross subsidization by the Industrial consumers in order
to make it cost reflective and major burden of cross subsidization is being shifted towards
commercial and other residential consumers (above cost of service).

28. ether il he an mechani I not

28.1. The Authority notes that submissions were received from DISCOs on the subject;
however, the Authority observes that the jssue raised stands substantially addressed within
the existing regulatory framework,

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

29.  Upfont Indexation/adjustment for the period July 2026 to December 2026

29.1. The Ministry of Energy (MoE) vide letter dated 18.08.2025, submitted that NEPRA
determines the consumer-end tariff for XWDISCOs and K-Electric in accordance with
Section 31 of the Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1957 (the Act), read with Rule 17 of the NEPRA (Tariff Standards and
Procedure) Rules, 1998, The uniform rebased tariff, once determined, is notified by the
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Federal Government under Section 31(7) of the Act. The latest rebasing was notified on
July 1, 2025, In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998
read with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies {DISCOs) are required to initiate
the tariff determination process by submitting their minfmum filing requirements by
Jenuary 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 Ministry further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months, This increase in taxiff coupled with higher consumption leads to
significant hike in the consumer electricity bills of summer months which in turm. results
in unaffordability, public dissatisfaction and nationwide protests in the country, The issue
can be streamlined if the timing of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariff increase can be absorbed
in consumer bills, This would result in relatively stable and sustainable electricity prices
throughout the year. The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
(Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

'The MoE submitted that the Cabinet has approved that policy guidelines may be issued to
NEPRA to revise the annual tariff determination process timelines by amending the
relevant legal and regulatory framework in a way that the xebasing 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
subseguently, -

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

"NEPRA shall revise the annual tariff determination process timelines by amending the
relevant Jegal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing fs notified with effect from January It of each year, after completion of all
regulatory proceedings.”

QESCO also vide letter dated 21.10.2025 submitted that the MoE vide letter dated
16.10.2025, has conveyed that the Federal Government has approved the revision of the
annual tariff determination schedule, making it effective from 1# January each year. The
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.

QESCO further stated that it has already submitted.its Multi-Year Taxiff (MYT) Petition
for TY 2025-26 to FY 2029-30 for determination and the decision of the Authority is
awaited. QESCO 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
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revised annual rebasing timeline effective January 1, 2026, to ensure smooth and timely
transition to the revised rebasing schedule.

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

Bescription QESCO
Salaries, Wages & Other Benalits 4974
Post Reticement Bepefis 1,522
Other O & M Costs 2,055
Depreclation 1,261
| Return on Rate Base 5.146
Turn Ovor Tax
Gross Distribution Mergin | 14,559
Less: Othez Income (975)
Net Distribution Muorpgin | 13,984
PYA 5.978
Totel 15,962

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 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
Consumer 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 detexmine tariff for the period from July 1, 2026 to December 31, 2026,
in accordance with the revised annual rebasing timelines, the Authority has also
defermined provisional revenue requirement of QESCO for the period from July 1, 2026
to December 31, 2026 as under;

Pay & Allosances
Post Retirement Benelils
fepalr & Malntainance
Teavaling allowance
Vehlcle malntenance
Other cxpenses
O&M Cost [Min. R3]
Depriciation
RORB
Quincome .
Invargin without PYA [Min. Rs]
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For the purpose of rebasing for the period from Jan. to Dec. 2026, the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PYA, from
Jul. to Dec. 25, based on interim tariff allowed for the FY 2025-26, has been adjusted from
the revised assessed tariff for the 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 work out the overall revenue requirement of the
Petitioner for the period from January 2026 to December 2026, The Schedule of Tariff
(SoT) of the Petitioner has been designed accordingly,

Any under over recovery of the determined revenue requirement for the FY 2025-26,
based on the allowed regulatory targets in terms of T&D losses, recovery etc., and
provisional revenue requirement being allowed for the six months period i.e. from Jul. to
Dec.26, would be adjusted subsequently, while determining the final revenue requirernent
of the Petitioner for the ¥Y 2026-27,

Order

In view of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26,
and CY 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;

Sl L D eR oI R R

Unils Purchased (Mwim} 4,750

Unlls Soid [Mxen} 4,094

Unils Lesst . {Mwm} . . 63§

Unilg Lost ] 13.81%
Enargy Charge

Capacily Charge

Transmisston Chorges/Mackat Fae
Powor Purchase Pelta

Wira Business
Powar Purchasa Price

© Jwilh Wire Businass ['An Re.)

Fay & hAlowancas
Posl Ralitement Benefils
Regalr & Matntalnance
Traygling allovsanet

© ¥ehlele matnlensace

Ather expensss
QAN Cost (Mia RE)
Dopriclaton
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N
30.2. ‘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 / mistepresentation observed at a later stage, the Petitioner shall be held
responsible for the consequences arising out, under NEPRA Act, Rules and Regulations
made thereunder. Any consequential adjustment’ if required will be made accordingly.
30.3. The Petitioner is divected to follow the following time lines for submission of its future
indexation/adjustment during the MYT control period;
H Desctlptlon ] [Pass Througn|  ADUSTMENTSI INDEXATION | TINE LINES 1
Tha Authority, keeplag in view of any sbnarzul ehanges kuy review Power Porchue
Povier Purchase Price Price xcru::Za :l?n; writh nmy Qulnuiynldjumm
o e Sl Y
adjusied on Guaneily basts. )
Varkbl Q&M Fass theough Q_umeﬂy 2y per the approved Quartedly anum tobn!mnkh:ﬂhyﬂnl'nbl;hmr rox liter thon
(Capacky Chages mmmhm{' .
thmt 10 b furnished by rhe Pethioner noc ter than
Tantiission AUCSC & MOF Chogges Giustrent mechanism, : basks,
Murpln '
53 bk, Wapes & Benefis
Fest-teckement Dencli Anrmlly 2y per the meckanism gheen i the
Chhet ppers Tacs doch
Bepreshiion
R 1o be submbted by Petkioner Inchd of July of
lgﬁ:;nlmi':;uhmg Asset Bae : n-ﬁ:‘:ur. o bt sdjudment / hdunmnl - for Lk nea,
Priot Yeor Adjustmen Anveialy s per the recharism ghven b the year 8 deicemined I iely maocer.
KIBg
Iammau Equity (ROE)
[Speead
30.4, The Petitioner is directed to ensure separate disclosure of each item in its audited financial
staternents as mentioned in the determination.
30.5. The Petitioner is also directed to ensure breakup of its Operating cost in terms of
Distribution and Supply function separately in its andited financial statements.
30.6. The Petitioner is responsible to provide service within its service territory on a non-

307,

30.8.

30,9,

30.10.

38|Page

discriminatory basis to all the consumers who meet the eligibility criteria laid down by
the Authority and make its system available for operation by any other licensée, 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 Governmentat
agency or Provincial Government;

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

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

The Petitioner shall comply with, all the existing or future applicable Rules, Regulations,
orders of the Authority and other applicable documents as issued from time to ime.
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31, Summary of Direction
31.1. The Authority 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 staternents.

ii.  Toprovide comprehensive reconciliation of PYA allowed under different heads forat
least last 3 years with the xevenue reported in audited accounts.

iii, 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.

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

v. 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.

vi.  To ensure that by the time it files its next taxiff petition/ adjustment request, MDI for
all consumers at all levels is properly recorded.
vii,  To provide a certification from its Auditors that Repair and Maintenance expenditire
does not include any CAPEX nature item.
32.  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, 1957,

33,  The instant determination of the Authority along-with order part and Annexuxes, be also
notified in tefms of Section 31 of the Repulation of Generation, Transmission and
Distribution of Electric Power Act, 1997, while notfying the uniform tariff application

decision of the Authority.
AUTHORITY
I
Qm s &"V‘-‘Q—’l w7 /A
. Amina Ahmed Engr. Magsood Anwar Khan
Member Member
Waseem Mukhtar
Chairman
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Annex-I

FUEL PRICE ADJUSTMENT MECHANISM

Actual variation in fuel cost compenent 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 Conﬁponent

Whete:

Fuel Price variation is the difference between actual and reference fusl cost component

Actual fuel cost component is the fuel cost component in the pool price on which the
DISCOs will be charged by CPPA (G) and for fuel cost of energy procured through
bilateral contracts, in a particular month; and

Reference fuel cost component is the fuel ¢ost component for the corresponding month
projecied 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.

bo—



Annex-J-A

UARTERLY ADJUSTMENT MECHANISM

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPP), excluding
Tuel Cost Component, against the xeference 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= PPPeacwal luding Fuel cost)-PPPirecovareds {excluding Fuel cost
‘Where;

PPPiaewst is the actual cost, excluding Fuel cost, inveiced by CPPA-G to XWDISCOs
and for enexgy procured through bilateral contracts, adjusted for any cost disallowed
by the Authority.

PPPRecovered) is the amount recovered based on reference rate in Rs./kWh, excluding
fuel cost, as per the tariff determination that remained notified during the perlod.

Iﬂpgéﬁ‘of T&D losses on FCA

= Mon FCA allowedmeswn tual units Purchase x % T&D losses

‘Where;

Monthly FCA allowed qeswn is the FCA allowed by the Authority for the respective
months of the concermned period,

T&D Loss % is percentage of T&D losses that remained notified during the period.

The sum of amounts so worked for each month of the Quarter shall be divided by the Projected units to
be sold as determined by the Authority to work out Rs/kWh Quarterly adjustment,

i
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Annex-V

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

GENERAL DEFINTTIONS

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

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

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

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

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

4. “Billing Demand” means the 25% of the sanction load or Actnal maximum demand
recorded in 2 month, whichever is higher, except in the case of agriculture tariff D2
whetre “Billing Demand” shall mean the sanctioned load.

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

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

Provided also that consumers having alternate/ dusl source le. captive power, net
metering etc, the existing mechanism of fixed charges shall remain the same i.e. the
25% of the sanctfoned load or actual maxdmum demand recorded In # month,
whichever is higher.

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

6. “Maximum Demand” whete applicable, means the maximum of the demand obtained
in any month measured over successive periods ezach 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 measuted over successive
periods each of 15 minutes’ duration.
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7. “Sanctioned Load” where applicable means the load in kilowatt as applied for by the
consumer and allawed/authorized by the Company for usage by the consumer.

8. “Power Factor" means the ratio of kWh to KVAD recorded during the month or the
ratio of kWh to the square root of sum of square of k'Wh and kVARh,.

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

10, Peak and Off Peak howrs for the application of Time Of Use (TQU) Tariff shall be the
following time periods in a day:

* PEAK TIMING. OFF-PEAK G
Dec to Feb (inclusive) 5PMto 9PM Remaining 20 hours of the day
Mar to May (inclusive) 6 PM to 10 PM -do-
June to Aug (inclusive) 7 PMto 11 PM -do-
Sept to Nov (inclusive) 6 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 Instituion” 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 (IBR).

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

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

GENERAL CONDITIONS

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

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

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

4. In the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%. In the event of the said Power factor falling below
90%, the consumer shall pay a penalty of two percent increase in the fixed charges

determined with reference to maximum demand during the month corresponding to
one pereent decrease in the power factor below $0%.
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PART-T

(Definitlons and Conditions for supply of power specific to each consumer category)

A-l

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

The Jifeline consumers to include residential Non-Time of Use (Non-ToTJ) comsumers
having maximum of last twelve months and current month's consumption <100 units;
two rates for g 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".

This Tariff is applicable for supply to;

i) Residences,

ii) Places of worship,

Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate j.e. A-1{a} tariff.

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-I(b) as set out in the
Schedule of Tariff,

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

A-2 COMMERCIAL

This ‘tariff is applicable for supply to commercial offices and commercial
establishments such as: '

i) Stiops/Flower Nuzseries/Cold Storage
i) ~ Hotels, Hostels and Restaurants,

ii)  Petrol Pumps and Service Stations,

iv) Compressed Natural Gas filling stations,

v) Private Hospitals/Clinics/Dispensaries,

vi} Places of Entertainment, Cinemas, Theaters, Clubs;
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vii)  Guest Houses/Rest Houses,
{riii) Cffice of Lawj(ers, Solicitars, Law Associates and Consultants etc.
ix) Electric Vehicle Charging Stations {EVCS)

Electric Vehicle Charging Stations shall be billed under A-2(d) taxiff i.e. Rs./kWh for
peak and off-peak hours. For the time heing, the_tariff design is with zero fixed

I




charges, however, in future the Authority after considering the ground situation may
design its tariff structure on two part basis i.e. fixed charges and variable charges.

3. The Electric Vehicle Charging Station shall provide "charging service” to Electric
Vehicle shall provide charging service to Blectric Vehicles as pe applicable tariff .

for TVCS category, plus margin, to be determined by the market forces itself. The
EVCS shall be billed by DISCOS under A-2(d) tariff. However, monthly FCAs either

positive or negative shall not be applicable on EVCS,

4. Consumers under tariff A-2 having sanetioned load of less than 5 kW shall be billed
under a Single-Part kWh rate A-2(a)

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

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

A-3  GENERALSERVICES
1. This tariff is applicable to;

i Approved religious and charitable institutions

ii. Government and Sermi-Government offices and Institutions
. Government Hospit;ﬂs and dispensaries

iv. Educational institutions

V. Water Supply schemes including water pumps and tube wells other than those
meant for the ixrigation or reclamation of Agriculture land,

Consumers under General Sexvices {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 purposes of application of this tariff an “Indusiry” means a bona fide
undertaking or establishment engaged in manufacturing, value addition and/or
processing of goods. '

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

i) Poultry Farms
© ii) Fish Hatcheries, fish farms, fish nurseries & Breeding Farms and
iii) Software houses

Conditions
An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connection is seasonal in nature as defined under Tariff-F, and he

S hiol
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undextakes to abide by the terms and conditions of Tariff-F and pays the difference of
security deposit rates previously deposited and those applicable to tariff-F at the 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 fox Tariff-F, Tarift-F consumers will have the option to convert
to corresponding Regular Industrial Tariff category and vice versa. This option can be
exercised at the time of obtaining a new connection or at the beginning of the season.
Once exercised, the option will remain in force for at least one year.

B-1 SUPPLY AT 400 VOLTS THREEPHASE AND/OR 230 VOLTS SINGLE PHASE
1. This tariff is applicable for supply to Industries having sanctioned load upto 25 kW,
2

Consumers having sanctioned load upto 25 kW shall be billed on single-part kWh
rate. ' '

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

4. The existing and prospective consumers having load of 5 kW and above shall be
provided T.0.U metering arrangement and shall be billed under tariff Bi(b).

B-2  SUPPLY AT 400 VOLTS

1. “This rariff is applicable for supply to Industries having sanctioned load of more than
25 kW up to and including 500 k'W.

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

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

B-3  SUPPLY AT 11kV AND 33 kV

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

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 ta load. While allowing extension in load, the DISCOs shall ensure that
1o a_c'lditionél line losses are incurred and additional loss, if any, shall be borne by the
respeckive consumers.

3. If, for amy 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,

g‘ K
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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 contralling the supply, or, alternatively pays to the Company
for all apparatus and equipment if so provided and installed by the Company. The
recovery of the cost of service connection shall be regulated by the Eligibility Criteria
laid down by the Authority read with Consumer Service Manual (CSM).

All B-3 Industrial Consumers shall be billed on the basis of T.O.U tariff given in the
Schedule of Tariff.

B-4  SUPPLY AT 66kV, 132 kV AND ABOVE

1.

This tariff is applicable for supply to Industries for all loads of more than SMW
recelving supply at 66 XV, 132 kV and above and also for Industries having load of
5MW or below who opt to receive supply at 66 kV or 132 kV and above.

1, for any reason, the meter reading date of a consumer is altered end the
acceleration/retardation in the date js 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 numbex
of days between the date of the old reading and the new reading,

If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Crlteria laid down by the Authority read with

" CSM, “the supply under this Tariff shall not be available to such a prospective

consumper unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Citrcuit
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 Cornpany for all such Land, Building, Transformers, Circuit Breakers and othex
necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service cormection shall be regulated by Ehg1b1hty Critexja laid
down by the Authority read with CSM.

All B-4 Industrial Consumers shall be bﬂled on the basis of twa-part T.O.U tariff,
BULK SUPPLY

“Bulk Supply” for the puzpose of this Tariff, means the supply given at one point for
sclf-consumption to mix‘load consumer not selling to any other consumer such as
residéntial, commereial, tube-well and others. '

General Conditions

C-1
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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 will be taken of this
acceleration or retardation. But if the date is accelerated or retarded by more than 4
dsys the fixed charges shall be assessed on proportionate basis for actual number of
days between the date of old reading and the new reading.

SUPPLY AT 400/230 VOLTS




1. This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 W,

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.e. C-I{n) 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 Tariff.

4. All the existing consumers governed by this tariff having sanctioned Joad 5 kKW and
above shall be provided T.0.U metering arrangements.

C-2 SUPPLY AT 11kV AND 33 kV

1. This tariff is applicable to consumers receiving supply at- 11 XKV or 33 kV at cne-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 5MW upto 7.5MW from the
DISCO’s owned grid station subject to availability of load in the grid and capacity in
the 11KV existing dedicated feeder. In such a case the consumer will bear 100% grid
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. whose connection is at least three (3) years old. While
allowing extension in Joad, the DISCOs shall ensure that ne additional line losses are

' incurred and addidonal lass, if any, shall be borne by the respective consurners,

3. ‘The supply under this Tariff shall not be avaitable 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
systern for receiving and controlling the supply, or, alternatively pays to the Company
for ali appara'ms and equipment if so provided and installed by the Company. The
recovery of the cost of service connection shall be regulated by the Ehglblhty Criteria
laid down by the Authonty read with C5M,

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

5. Lmsung consumers governed by this tariff sha]l be prowded with TO a ‘metering
arrangement and converted to C- 2(b)

G-3 SUPPLY AT 66 kV AND ABOVE

1, 'Ihls tariff is appllcable to consumers having sa.ncnoned load of more than 5000 kW
receiving supply at 66 kV and above. ‘

2. If thé Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Criteria laid down by the Aunthority read with
CSM, ‘the supply under this Tariff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other
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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 Ehg1bihty 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 Irrigation Pumps and/or pumps
installed on Tube-wells intended solely for ixrigation or reclamation of agricultural
land or forests, and include supply for lighting of the tube-well chamber.

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

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

i} Bona fide forests, agricultural tube-wells and lift irrigation pumps for the
irrigation of agricultural Jand.

iif} Tube-wells meant for aqua-culture.

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

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

3. The lamps and fans consumption in the residential quarters, if any, attached to the
tube-wells shall be charged entirely under Tariff A-1 for which separate metering
arrangements should be installed.

4. 'The supply under this Tariff shall not be available to consumer using pumps for the
irrigation of parks, meadows, gardens, orchards, attached to and forming part of the
residental, commercial or industrial premises in which case the corresponding Tariff
A-1, A-2 or Industrial Tariff B-1, B-2 shall be respectively applicable.

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 ., 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) tanﬂ-'

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

D-2

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

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

3. All new consumers having sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of- Use (T.0.U) tariff
D- 2(b) given in the Schedule of Tariff,

4, All the exjsting consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangements and shall be governed by D-2(a) till that time,

E-1 TEMPORARY RESIDENTIAL/COMMERCIAL SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporayily on special occasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring cinemas and persons engaged in construction of
house/buildings/plazas of single phase loads. A temporary electric power supply
connection for the construction shall be provided by Distribution company initially
for 2 period of six months which is further extendable on three month basis up to
completion of the specific job/project for which the temporary conmection was
obtained. However, there is no minimum time period for provision of temporary
connection, The temporary connection for illumination, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremonies, civil
or military functons etc,, testing of industrial equipment or any other emergent
requirement of temporary nature, can be provided for specific time period not
exceeding two weeks. The sanctioning officer shall ensure that the temporary
connection will be utilized for temporary purpose only. -

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

2. Ordinarily the supply under this Taxiff shall not be given by the Company without
first obtaining security equal to the anticipated supply charges and other
miscellaneous charges for the period of temporary supply.

E-2 TEMPORARY INDUSTRIAL SUPPLY

“Temporary Industrial Supply"” means the supply given to an Industry for the bonafide
purposes mentioned under thie respective definitions of “Industrial Supply”, during
the construction phase prior to the commercial operation of the Industrial concern.

SPECIAL CONDITIONS OF SUPPLY

1. Oxdinarily the supply under this Tariff shall not be given by the Company without
first obtaining security equal to the ‘ancicipated supply charges 2nd 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.

SEASONAL INDUSTRIAL SUPPLY

" "Scasonal Industry” for the purpose of application of this Tariff, means an industry

which works only for part of the year ta meet demand for goods or services arising
during a particular season of the year. However, any seasonal industry xunning 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 Taxiff,

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

1, All “Definitions” and “Special Conditions of Supply” as laid down under the
correspondmg Industrial Tariffs shall also form parl: of this Tariff so far as they may be
relevant.

Special Conditions of Supply

1. This tariff is applicable to seasonal industyy.

2, Fixed Charges per kilowatt per month under this tariff shall be levied at the rate of

125% of the corresponding regular Industrial Supply Tariff Rates ‘and shall be
recovered only for the period that the seasonal industry actually runs subject to

.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

10jPage

not, however, apply to the seasonal industries, which are connected to the Company s
Suppl)r System for the first time during the course of a-season,

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

abide by all the conditions and restrictions, which may, from time to time, be
prescribed as an integral part of those Tariffs, The consumers under this Tariff will
have the option to convert to Regular Taxiff 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.

All seasonal loads shall be disconnected from the Company’s Supply System at the end
of the season, specified by the consurner ar 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 yeat, he shall have
to bring out separate circuits for such load so as to enable installation of separate
meters for ¢ach type of load and charging the same at the relevant Tariff.

Where a “Seasonal Supply” consumer does not come forward to have his seasonal
industry re-connecred with the Company’s Supply System in any ensuing season, the
setvice 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

" el




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

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 larps used in public
playgrounds and public parks,

Definitions
“Month” means 2 calendar month ox a part thereof in excess of 15 days.

Special Conditions of ‘Supply
The supply under this Tariff shall be used excluswely for public lighting installed
on roads or premises used by General Public.

H RESIDENTIAL COLONIES ATTACHER TO INDUSTRIES
This tariff is applicaiale for one-point supply to residential colonies attached to the
industrial supply consurhers having their own distribution facilities.

Definitions N
“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
res1dentlal colonies.

“General and Domestic Consumption”, for the purpose of this Tariff, means
consumption for lamps, fans, domestic app]icatlons, including heated, cookers,
radiators, a1r-cond1t1oners, refngerators and domestic tube-wells.

“Residentiat Colouy"” attached to the Industrial Supply Constmer, 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
OWNers or partners, etc.

Special Condmons of Supply
The supply under this “Tarif shall not be available to persons who meet a part of
their requirernents from a separate source of supply at their premises.

TARCTION

Supply under this tanﬂ" means supply of power in bulk to Raﬂways for Railway
Traction only. :
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E‘E%‘?; Islamic Republic of Pakistan

4*(:4- -}?ﬁ
&!Erﬂﬂ,;s@g : NEPRA Tower, Attaturk Avenue (East), G-5/1, Istamabad.

Tel: +92-51-9206500, Fax; +92-51.2600026

Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/R/ADG(Tariff)y TRF-] oofCPPAGM/ 1376 January 07, 2026

Subject:  Decision of the Authority in the matter of request filed by Central Power Purchasing
Awgency (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 1, I
& III (total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026,

2. - The instant Decision of the Authority alongwith Annex 1, I & IIT 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-], It & Il 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 Ay Jorwou

Enclosure: As above
(Wasim Anwar Bhinder)

Secretary,

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

Islamabad

Copy to:

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

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

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

National Electric Power Regulatory Authority






6.

10.

B
Decision of the Authorlty in the matter of

Power Purchase Price Forecast for CY 2026

The Ministry of Energy (Power Division) (MoE-PD) vide letter dated 18.08,2025,
submitted that the Authority determines the consumer-end tariff for XWDISCOs and K-
Electric in accordance with Section 31 of the Regulation of Generation, Transmission and
Distribudon 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 injtiate
the tariff determination process by subinitting their minimum filing requirements by
Januvary 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
determinadons, the rebasing of consumer-end tariff is notified by the Federal Government
in the month of July, with effect from 1" July each year.

The Ministry further submitred that, in practice, the incidence of higher (FCAs)and annual
tariff rebasing coinciding during the summer months results in elevated electricity bills
owing to increased seasonal consumption, which, according to the Ministry, has
implications for consumer affordability. It was contended that such impacted could be
moderated if the timing of annual rebasing is aligned with periods of relatively lower
electricity consumption, such as winters months, thereby enabling smoother absorption of
tariff variations and contributing greater stability in consumer bills over the year, Strategic
Directive 8 of the National Electricity Plan (NE Plan), which envisages, that the Regulator
shall also revisit the "Guidelines for Determination of Consumer End Taxiff (Methodology
and Process), 2015" to enable alignment of regulatory proceedings for planning activities
and schedule of rate case and tariff determinations.

The MoE submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual tariff determination
process timelines through amendments to the relevant legal and regulatory framework, so
as to enable notification of the rebased tariff with effect from 1* January, each year,
following completion of all the requisite regulatory proceedings. In this regard, ir is
highlighted that the Authority has already determined (PPP) references up to June 2026
and that projections for the remaining period would be shared subsequently.

In light of above and in exercise of jts powers under Section 31 of the NEPRA Act, the
Federal Government issued the following policy guidelines for implementation by NEPRA;
WEPRA shall revise the annual taril¥ determipation process timelines by amending the

refevane legal and regulatory framework (guidelines, rules and procedures) ro ensure
that annual rebasing Is notified with effect fiom Jenuary ¥ of each ypear, after

completion of all regulatory proceedings.”
Pursuant to the above, and in order to give effect to the rebasing w.e.f. January 2026,
CPPA-G was directed vide letter dated 07.10.2025 to submit the (PPP) forecast for
Calendar Year (CY) 2026 (January-December 2026)
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14,

15.

15.

17.

Power Purchase Price Forecast for CY 2026

Considering that the PPP constitutes a substantial component of the consumer end tariff,
t the Authority, in order to ensure transparency and afford an opportunity of hearing to
all the stakeholders, decided to conduct a public hearing in the matter. Accordingly, a
public hearing was held on 18,11.2025 at NEPRA. Tower Islamabad. Notice of the public
hearing was published in the National Dailies on 12.11.2025, inviting comments and
objections from the interested/ affected parties. In addition, individual notices were
issued to the Petitioner and other relevant stakeholders. The following issues were
framed for deliberation during the public hearing:

a.  What is the basis of demand forecast for DISCOs under different scenarios?

b.  What is basis for ser of assumptions considered for projecting power purchase
prices?

c.  Which is the optimal achievable power purchase price scenario for rebasing of
consumer end tariff for the period from january to December 2026, in order to
minimize the future FCA and quarterly adjustments?

d.  What methodology has been adopted for allocation of generation (GWh) to
DISCOs along with power purchase price cost?

The hearing was held as per the schedule, wherein the Petitioner was represented by the
CEQ- CPPA-G, along-with its technical and financial teams. The hearing was also
attended by representatives of the Ministry of Energy (MoE), including the Additional
Secretary, MD PPMC, ISMO, NGC, as well as other stakeholders, members of the general
public and representatives of the media. ‘

CPPA-G presented its case before the Authority and submitted that, in light of the policy
guidetines approved by the Federal Cabinet, the annual rebasing of DISCO’s/SOLR is
proposed to be aligned with Calendar year instead of Fiscal year. Consequently, the
Authority, vide dated 7% October 2025 directed CPPA-G to submit the Power Purchase
Price Report in consultation with relevant stakeholders including NGC and ISMO.
CPPA-G 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:







Szl Decision of the Authority in the matter of
Power Purchase Price Forecast for CY 2026

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:

s High
25 | 704 7,118
Feb-26 . 5903 5,950 '
Mar-26 7,203 7,310
Apr-26 9,270 9,408
May-26 11517 17,638
Jun-26 12,630 12,817
Tul-26 12,809 12,959
Aug26 12,799 12989
- Sepr-26 1,499 | 11,669
Oc26™ | o381 | 9415
Nov-26 [ 6816 | " s917

Apr28 550 573
Mayd6 | . 1077 | 10%
Jun-26 L% 1214
Juk-36 1,265 129
Aug—2’5 1,265 1,296
Sepe36 | . L22d, | . 1255
Oc26 | .19079 - 1106
Nova6 | 967 952
Doc25 777 797

19.4. CPPA-G presented the following demand trends for the last two years, based on which it
has assumed a growth of 19 in the instant PPP forecast:







20.3.

204,

20.5,

20.6.

Daclsion of the Authority In the maiter of
Power Purchase Price Forecast for CY 2026

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 submitred 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 provinciael indents, prevailing
meteorological conditions, and observed gains/losses zlong river reaches,

Tuel Prices

With regards to the fuel prices, CPPA-G submitted that fuel costs constitute a significant
driver of the fuel cost component within the (PPP). Accordingly, the forecast 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 Assumptiops

Imp Imp Tmp
Coal Coal Coal Thar

Years | Gas | Bremt | API-4 | ICI-3 | 1c-4 | ° | myo fag““ HSD
Rs.
Sey |$/Bamel|$/¥Ton| $/MTon | S/MTon | $/Toa $Ton| ™/ |ro/Litre
Jan-26 | 1225 | 67 84.6 58 307 | 186 | 461 | 5209 | 27681

Feb-26 | 1,235 67 84.6 58 1 ap7 18.6 461 5209 276.81
Mar-26 | 1,225 &7 846 58 307 18.6 461 5209 276.81 "
Apr-26 | 1,225 57 816 - 58 30.7 18.6 461 5209 276.81
May-26 | 1,235 67 84.6 58 30.7 18.6 461 5209 | 276.81
Jun-26 1,235 | 67 84.6 58 | 307 18.6 461 5209 276.81
Jul-26 1,225 67 - 846 58 30.7 18.6 461 5470 { 276.81
Aug-26 [ 1,235 G7 84.6 58 30,7 18.6 461 5470 276,81

Sepr-26 | 1,225 67 4.6 58 30.7 18.6 461 3470 276.81
Oct-26 | 1,225 &7 84.6 58 30.7 18.6 461 5470 276.81

Nov-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81
Dec-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81

Additionally, for the assessment of PPP references under high fuel price scenario, 2 5%
escalation in firel prices, including imported coal, RLNG, and RFO, above the baseline
assumptions has been incorporated into the analysis. The scenario with low fuel prices
takes into account a 5% reduction in the fuel price during the horizon.

Econometric Parameters

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

20.12. CPPA-G submitted that the following additional assumptions have been applied in the

preparation of PPP references for CY 2026.

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),

HVDG+AC Corddor Transfer Capability: Transfer limits are set at 3,200 MW
for Winter (January & February), 3,600 MW for Winter (November &
December), and 5,000 MW for Summer 2026 {following the commissioning
of Lahore North), as per the Normal Operation arrangement of the SCS
Strategy Table provided by M/s NARI.

RING Offiake: The mandatory 50% offtake under contractual obligations for
RLNG has been assumed in this dispatch plan.

RLNG and RFO Projections: These are based on assumed demand scenarios.
However, actual fuel demand may vary depending on real-time system
conditions and 'will be managed in accordance with prevailing contractual

agreentents.
Renewable Energy Generation; Assumed based on the previous year's energy
profile, ' ’ '
Imports. and Other Sources: Import from Iran has been considered in the
overall assessment. However, ganeration from net metering has not been
included in the analysis to the extent of incremental additions during
January to December 2026,

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

Future Projects: incorpqrated based on the best available technical
assessments and informaton, However, actual dispatch may differ in
response to prevailing system conditions,

Sold to DISCOS GWr 115,822 135,822 127,815 125,822 125,822
MlaRs P46 1,024,504 1,023,006 1,031,852 967,284

Fuet Cost R Wh 794 814 500 9.2 7.69
; Min Ra 50,106 51,001 51,145 50,106 50,106

Varisbiz OfM © fRerown .10 oA 0.0 040 240
- cL . Mla Rs 1,574,602 2,022,158 1,974,502 £,574,602 £974.502
Capctry Charges Re/KWh 1563 1687 1545 15.69 1569
. ., MinRs 3024177 3,097,863 3,049,853 3,056,360 1991591

Pawer Purcluse Price (P, Trans ReAWE 2901 63 23,85 2120 2.7
Tramsobkskn + MOF C}mgej RskWh 1.91 191 13§ PR 1.91
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22.

22.1,

22,2,

23.

What methodology has_been adopted for allocation of generation (GWhs) to DISCOs

along with power purchase price cost?

CPPA-G submitted that, the actual monthly conswmption pattern of DISCO's at the
132KV level, as observed during the immediately preceding period, has been maintained
across all the scenarios. The Authority in its determination for SPA registration has
mentioned the allocation of capacity on the basis of coincidental MDI initially, prior to
transition to allocation factors, CPPA-G submitted that the implementation of the said
mechanism remains contingent upon the Authority's determination in the matter of
petition filed by NGC and accordingly, the actual allocation trends would be available
once the MSP (NGC) would start providing data in accordance with the determination.

In view of the above, the allocation of GPP to DISCOs continue on non-coincidental
basis. For this, the Jatest 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 stakeholdezs submitted their comments in the matter, A summary of relevant
comments is as under: :

-/ Mr. Rehan Javed, a commientator, expressed reservations regarding the accuracy and
reliability of the data presented by CPPA-G. He submitted that, during the récent
quarterly adjustment hearing for XWDISCOs for the first quarter of FY 2025-26, the
actial demand reported was lower than CPPA-G's projections. According to him,
this outcome reinforces their earlier submissions during the FY 2025-26 rebasing
proceedings, which he asserted were more reflective of ground realities.

¥" He further highlighted the absence of accurate and consolidated data on behind-the-
meter solarization across Pakistan, noting that this gap undermines the credibility of
demand forecasts. Mr. Rehan also raised concerns that rapid advancements in battery
storage technology could accelerate consumer migration away from the national grid
if tariffs are not rationalized. Additionally, he inquired about the rationale for the B2
industrial tariff being lower than the B3 industrial tariff,

v" Mr. Tanveer Barry, a commentator, noted that according to CPPA-G’s submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/kWh,
while the highest stands at Rs,26.53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contracts. In response, CPPA-G clarified
that the impact of these renegotiations had already been incorporated during the
previous rebasing, wherein the PPP decreased from Rs.27,00/kWh in FY 202425 to

Rs.25.98/kWh in FY 2025-26. o

" 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 indusirial units,
v" Mr. Aamir Sheikh, a commentator, submitted that in the previous rebasing exercise,

an exchange rate of PKR: 290/USD had been used, as it aligned with the rate
incorporated. in the Federal Government's annual budget. He requested that the
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28,

29,

30.

31,

32.

33.

34,

35.

Power Pirchase Price Forecast for CY 2026

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

In view of the foregoing and for the purposes of the proj ecting the PPP for CY 2026, the
Authority considers the demand growth of 1% as projected by CPPA-G, to be reasonable
for the present determination.

The Authority observes that other critical factor that impacts electricity prices is the
exchange rate- parity. Pakistan’s power sector costs are generally tied with dollar
indexation, and any change in exchange rate parity directly impacts the energy and
capacity charges of generation segment, which constitute over 85% of the total cost of
power sector. With devaluation of PKR against U.S. dollar, cost in local currency
increases, potendally 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.310/08D, based on historical
trends and forward-looking assumptions. While such analysis provides usefil sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which ean be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01,2026, realized this fact and
submitted révised PPP projection under Scenario-1 by revisiting the exchange rate
forecast as well as KIBOR,

In view of the foregoing, and considering the need to balance tariff stability, consumer
affordability, and macroeconomic realism, the Authority has decided to opt the revised
exchange rate forecast submitted by CPPA-G ranging from Rs.282/USD to Rs.285/USD
for.the CY 2026, Although, this would avoid unnecessary upfront burdening of the
consumers, however, in case of any volatility in exchange rate beyond projections, the
same would be catered through periedic adjustments. '

Regarding fuel prices for both imported as well as local fuels, the Aunthority considers the
projections made by CPPA-G under normal fizel 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 Anthority 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 10.509 from Jul. to Dec. 2026..

[n 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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