Government of Pakistan
Ministry of Energy

dededededeokodokhok dodkode ko ok hok

Islamabad, the 13" January, 2026.

NOTIFICATION

S.R.0. 50(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. 381(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 Sukkur Electric Power Company (SEPCO), 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 SEPCO and decision of power purchase price
determination dated 7™ January, 2026, is also hereby notified.

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







National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

Registrar

No, NEPRA/R/ADG(Trf)/TRF-100/ /88 Q 23 January 12, 2026

DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FILED BY THE
FEDERAL GOVERNMENT UNDER SECTION 7 AND 31¢(7) OF THE NEPRA ACT
1997 { THE ACT) READ WITH THE RULE 17 OF NEPRA (TARIFF STANDARDS
AND PROCEDURE) RULES, 1998 (THE_RULES) WITH RESPECT TO

RECOMMENDATION OF CONSUMER END TARIFF

Subject:

_ Dear Sir,

Please find enclosed herewith the subject Decision of the Authority (total 18 Pages). The instant
Decision including Annex-A & A-1, B & B-1 and Clis intimated to the Federal Govemmcnt for notification

in tertins 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 Decrsron of Power Purchase

Price (PPP) Forecast for the CY 2026 dated 0‘? 01 2026

Enclosure: As above

(W asim Anwar Bhinder)
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NEPRA determined annual tariff adjustments / indexation and Multi Year Tariffs of
XWDISCOs, for the CY 2026 vide decisions dated 07,01.2026, In addition, the Authority also
determined Power Purchase Price forecast for the CY 2026 vide decision dated 07.01.2026. A
summary of the component wise revenue requirement of each XWDISCO determined by the

Authority, for CY 2026, is repreduced hereunder;
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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 motify these decisions in terms of Section 31 of the NEPRA Act, wh:le

notifying the uniform tariff application decision of the Authonty

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 X-Electric for the CY 2026,
under section 7 & 31 of the Act, read with Rule 17 of the NEPRA Tariff (Standards and

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

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

-//?,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-Owned Distribution company, the Government may continue to propose
uniform tariff across the consumers and regions. In pursuance thereto, the Regulator shall, in
consumer interest, determine a uniform tariff (inclusive of quarterly adjustments) for all the

State-Owned Distribution companies.

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

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

applicable notifications.

8. Further, in accordance with the Policy, the Federal Government may maintain a uniform
consumer-end tariff for K-Electric and State-Owned Distribution companies (even after
privatization) through incorporation of direct / indirect subsidies. Accordingly, the Federal
Government's applicable tariff for K-Electric consumers will also be consistent with the
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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 subrmitted to the
Authority for consideration in terms of the provisions of the Act.

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

Further the Motion is also being filed with respect to Federal Government’s applicable
Consumer End Tariff Recommendations for K-Electric consumers, under section 7 and 31 of
the Act read with Rule 17 of the Rules, so as to maintain uniform tariff across the country. The
Authority is requested to issue revised Federal Government's applicable Schedule of Tariff for
K-Electric Consumers to be notified with effect from 01.01.2026 in the official gazette by way
of madification in SRO No 575(1)/2019 as modified from time to time.

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

proposals as under;

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

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

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

d. Approve the application of Federal Government’s applicable rate as mentioned for X-
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 medified from time to time.
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The Authority, in order to provide a fair opportunity to the Federal Government to present its
case and other relevant stakeholders, decided to conduct 2 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, . o

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

The MoE (PD) presented the following comparison of PPP {excluding UoSC) and its break-up
in terms of EPP and CPP over-the years,
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It was explained that over the years, determined unit sales haye gone down from 113 bkWh in
FY 2023 to projected 101 bkWh in CY 2026, primarily due to influx of solar net metering and
off-grid solar. The capacity of net metering and off-grid solar has increased to 6,539 MW and
12,629 MW (as per the study carried out by PPMC) respectively, which has an impact of
around Rs.3.5/kWh on grid rates. ' '
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Determined Unit Sold {8kwWh) ;

Net-Metering Solar | 6,539 MW
:| off-Grid $olar 12,629 MW

17. The MoE (PD) further stated that total revenue requirement of XWDISCOs for the CY 2026, as
determined by NEPRA, has decreased by Rs.142 billion, as compared to FY 2025-26, resulting
in reduction of Rs.0.62/kWh in the average base tariff for the CY 2026, While explaining the
reasons, the MoE (PD) highlighted that major reason for reduction in average rate is decrease
in the Power Purchase Price (PPP) for the CY 2026, as compared to FY 2025-26, as detailed

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

2025, as mentioned below;
N q
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The MoE (PD) also submitted that despite this change in sales mix, the Federal Government
has decided to maintain the existing applicable tariff for each category of consumers, and out of

“total determined revenue requirement of Rs.3,379 billion, an amount of Rs.248 billion, would
be picked up by the Federal Government as subsidy, as detailed hereunder: - -
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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 I{‘arachi. A summary of the written comments from the commentators are

as under;
v Selective and Dlscruninatory Application of Base Tariff Reduction

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

v Excessive and Unsustainable Industrial Cro;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 taxiffs to 9-10 US cents per unit, restoring
competitiveness and supporting exports. Continuing this approach while seeking export
growth reflects a policy contradiction,
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v Misuse of Uniform Tariff Concept

v

1/

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, B3 ‘and B4 categories discourages efficient

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

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

Absence of Demand-Side Strategy
Despite surplus capacity and rising capecity payments, there is no credible strategy to sell
electnc1ty as a product, Tariff design suppresses demand and accelerates grid exit. Without
correcuon, grid hollowing will continue.

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

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

Mr. Aamir Sheikh, Mr. Rehan Javed; Mr. Asim Riaz, and Mr. Arif Bllwam opposed the
continuation of cross-subsidy being borne by industrial consumers. They submitted that a
rationalized and lower industrial tariff would enable industries to expand operations,
enhance export competitiveness, and generate employment. It was further argued that
industrial growth would indirectly uplift low-consumption residential consumers through
increased economic activity, while sumlltaneously reducing the fiscal burden of subsidies
borne by the Federal Govemment

Mr., Arif Bllwam also- requested that the peak and Off-peak rates should be abollshed to the
extent of industry.

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

industrial l_:ariff.
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¥ 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 su‘bm1tted in writing as well as
raised during the hearing by stakeholders are as under;

v’ Selective and Discriminatory Application of Base Tariff Reduction

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

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

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

v’ Misuse of Uniform Tariff Concept

The uniform tariff is designed to ensure national tariff equity and system stability while
comprehensive reforms are undertaken to address DISCO inefficiencies through stricter
performance benchmarks, enhanced regulatory oversight, loss-reduction targets, and
governance improvements. The Federal Government remains committed to protecting
industrial competitiveness and to transitioning toward a tariff regime where efficiency
gains are transparently reflected and inefficiencies are systematically eliminated.

v" Structurally Flawed Industrial Tariff Design & Penalization of Higher Voltage Consumers

The tariff for B4 industrial category is lower than the B3 industry which is again lower
than the B2 industrial consumers, taking into account both variable and fixed charges,
which is in line with the efficiency economic principles.

v Absence of Demand-Side Strategy

The rapid growt'h of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being
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implemented, including an incremental incentive package aimed at enhancing demand and
optimizing the utilization of surplus capacity.

The Authority has thoroughly examined the submissions made in the Motion, comments of the
stakeholders and available record and noted that as per the section 31(4) of the Act, the
Authority has been mandated to determine a uniform taxiff as reproduced below;

31 Tariff - (4) Subject to sub-sections (7) 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 consumets, in the consumer’s interest,

Turther, the Policy under Clause 5.6.3 states that the Regulator shall in public consumer
interest, deterrnine a yniform tariff (inclusive. of quarterly adjustments) for all the state-owned
distribution companies. Additionally, Government may maintain a uniform- consumer-end
tariff for K-Electric and state-owned distribution companies (even after privatization) through
incorporation of direct / indirect subsidies.

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

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

objection in approving the Motion.

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

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

apply the tariff w.e.f. 01,01 2026




Decision of the Authority regarding motion filed by Federal Government under
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w‘ Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff stendards
By gt and procedure) Rules, 1998 with respect to recomimandation 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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Chairman
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Annex-C

| GoP Applicable Schedule of Tarlff for K-Electric Consumers

msumn-—— (0P Applicable Uniform --=m----=-=-

Fixed Charges| Fixed Charges | Varlable Charges
(Rs/Con/M) | (Rs/kKW/M) (Rs./KkWh)
A-1 General Supply Tarlff - Residential
Upto 50 Units {Lifeline) - - 3.95
50-100 Units {Lifeline) - - 7.74
1-100 units {Pratected) - - 10.54
101-200 units (Protected) - - 13.01
1-100 units - - 2244
101-200 units - - 28.91
201-300 units - - 33.10
301-400 unles 200 - 37.99
401500 units 400 - 40.20
501-600 units 600 - 41.62
601-700 units 800 - 42,76
Abave 700 units 1,000 - 47.69
_|Time of Use
Peak 1,000 - 46.85
Off-Peak _ - 4053
E-1 (i) Temporary Residential 2,000 - 57.94
A-Y General Supply Terlff - Commercial
For 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 (ii) Temporary Commercial 5,000 - 53.44
| Electrie Vehicle Charging Station (EVCS) - - 23.57
IA3 General Services [ i 1,000 | - 42.48 |
B - Industrial Supply Tariff
- {B-1 less than 5kW /25 kW (at 400/230 volts) 1,000 - 30.80
Peak 1,000 R 36.74
Off-Peak - - 30.08
B-25-500 kW / 25-500 kW (at 400 volis) - 1,250 30.73
. Peak - - 36.68
" Off-Pezk Co - 1,250 27.41
B-3 for all loads upto S00KW {at 11, 33kV) . 1,250 31.00
Peak - - 36.58
_ Off-Peak - 1,250 2824
B-4 for all loads {at 66kV, 132kV and above) - 1,250 3043
Peak - - 36.58
Off-Peak - 1,250 2796
B-5 for gll loads (at 220kV & above)’
Peak - - ' 36.68
- Off-Peak - 1,250 27.13
5,000 - 42,25

E-2 {§) Temporary Industrial

M



Annex-C

GoP Applicable Schedule of Tariff for K=Electric Consumers

-------- GoP Applicable Uniform »--r—u=-v=-

Fixed Charges| Fixed Charges [ Variable Charges
(RsfCon/M) | (Re/KW/M) (Rs./KWh)
G - Bulk Supply Teriff
G-1 For supply at 400/230 Vols
a} Sancrioned load less than 5kW 2,000 - 43.39
b) Sanctioned load SKW and upto S00kW - 1,250 40,63
Peak - - 4631 |
Off-Peak - 1,250 37.54
C-2 For supply ac 11,33kV upto and mcludmg SOOOkW - 1,250 40.57
Peak - - 46.31
Off-Peak - 1,250 3603
G-3 For supply at 132 kV and above upto and including 5000kW > 1,250 40.77
Peak - - 4631
Off-Peak - 1,250 35.76
E-2 {ii} Temporary Bulk Supply
{a) at 400Volts 5,000 - 46,06
{byat 11kV 5,000 - 46.06
D - Agriculture Tariff -
D-1 For all loads - 400 28.90
D-2 For all loads - Time of Use ’ :
Paak - - 2954
Oft-Peak - 400 28.65
Tt -t -gub-total -
G- Public Lighting
[Strect Lighting 11 2,000 | -] 4291 |
H- Residental Colonies -
IResidenti'al Colonies attached to Industrial Premises || 2,000 | - | 42,10

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

*Blectric plepmd consumers,




National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Atfaturk Avente {East)}, G-5/1, islamabad.
Tel: +92-51-9206500, Fax: +92-51-2600026

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

No. NEPRA/TRF-630/SEPCO-Distribution/2025/ 34~ 4.3 January 07, 2026

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

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

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

Authority, w

(Wasim Anwar Bhinder)

Enclosure: As above

Secretary

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

Copy to:

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

2. Mr. Shehriyar Abbasi, Deputy Secretary, Cabinet Division, Cabinet Secretariat, {slamabad

3. Secretary, Irrigation & Power Deptt. , Govi. of Sindh, Sindh Sectt. No, 2, Tughlig House Karachi

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

5. ChiefExecutive Officer, Central Power Purchasing Agency Guarantee Ltd, (CPPA-G), Shaheen Plaza,
73-West, Fazl-e-Hag Road, [slamabad

6. Chief Executive Officer, Sukkur Electric Power Company Ltd. (SEPCO) Administration Block, Thermal
Power Station, Old Sukkur.

7. Chief Executive Officer, Independent System and Market Operator (ISMO) of pakistan, Pitras Bukhari
Road, Sector H-8/1, I[slamabad
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o g Determination of the Authority fn the matter of MYT Petition
gﬂﬂwﬂg OFSEPCO for Distribution Tariff under the MYT Regime

s T2

National Electric Power Regulatory Authority
(NEPRA)

PETITION NO: NEPRA/TRF-630/SEPCO(Distribution)- 2025

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

Islamabad
o aeyST, 2006
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Determination of the Authority in the matter of MYT Petition

9.
é}“’?“fﬁ of SEPCO for Distribution Tariff under the MYT Regime
N gt
Abbreviations
CoGenCa The swmmation of the capacity cost in respec:lf of all Cl.:Gencos for a billing period
P P minus the amount of liquidated damages received during the months
ADB Asian Development Bank
AMI Advance Metering Infrastructure
AMR Automatic Meter Reading
BoD Board of Director
BTS Base Transceiver Station
CAPM Capital Asset Pricing Model
CDP Common. Delivery Point
COSss Cost of Service Study
CPPA. (G) Central Power Purchasing Agency Guarantee Limited -
CIBCM Competitive Trading Bilateral Contract Market
CWIP Closing Work in Progress
Dirp 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 Tuel Charges Adjustment
FY Financial Year
GIS Geographical Information System
GOP Government of Pakistan
GWh Giga Watt Hours
HHU Hand Held Unit
HT/LT High Tension/Low Tension
HSD High Speed Diesel
IGTDP Integrated Generation Transmission and Distribution Plan
IESCO Islamabad Electric Supply Company Limited
KIBOR Karachi Inter Bank Offer Rates
KSE Karachi Stock Exchange
KV Kilo Volt
kw Kilo Watt
kWh Kilo Watt Hour
LPC Late Payment Charges
MDI Meaximum Demand Indicator
MMBTU One million British Thermal Units
MoWP Ministry of Water and Power
MVA Mega Volt Amp

2|Page




Determination of the Authority in the matter of MYT Petition

o
gﬁﬁiﬁ of SEPCO for Distribution Teriffunder the MYT Regime
MW Mega Watt
NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre
NTDC National Transmission & Despatch Company
O&M Operation and Maintenance
OGRA Qil and Gas Regulatory Authority
PEPCO Pakistan Electric Supply Company
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program
PPA Power Purchase Agreeinent
PPAA Power Procurement Agency Agreement
PPP Power Purchase Price
PYA Prior Year Adjustment
R&M Repair and Maintenance
RADB Regulatory Asset Base
RE Rural Llectrification
RFO Residual Fuel Oil
RLNG Re-gasified Liguefied Natural Gas
RoL Return on Equity
RORB Return on Rate Base
ROR Rate of Remurn
SBP State Bank of Pakistan
SEPCO Sukkur Electric Power Company
SOT Schedule of Tariff
STG Secondary Transmission Grid
SYT Single Year Tariff
T&D Transmission and Distribution
TFC Term Finance Certificate
TOU Time of Use
TOR Term of Reference
TPM Transfer Price Mechanism
USCT ‘The fixed charge part of the Use of System Charges in Rs./kW/Month
UOSC Use of System Charges
WACC Weighted average cost of capital
WAPDA Water and Power Development Authority
XWDISCO Ex-WAPDA Distribution Company

3| Page
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o2y Determination of the Authority in the matter of MYT Petition
S a3 of SEPCO for Diseribution Tariffunder the MYT Regime
el

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
SUKXUR ELECTRIC POWER COMPANY LIMITED (SEPCO) FOR DETERMINATION OF
DISTRIBUTION TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO ¥Y 2029-30

CASE NO. NEPRA/TRF-630/SEPCO (Distribution) - 2025

PETITIONER
Sukkur Electric Power Company Limited (SEPCO), Thermal Power Station, Old Sukkur, Sukkur.

INTERVENER
Nil

COMMENTATOR.
Nil

REPRESENTATION

Chief Executive Officer and along-with its Technical and Financial team

bafio

4|Page



N Determination of the Authorfty in the matter of MY T Petition
L nopaz of SEPCO for Distribution Tariffunder the MYT Regime
oot

1.  Background

1.1. The Authority awarded a Multi-Year Tariff (MYT) to Sukkur Electric Power Company

12

1.3.

22,

5|Page

Limited (SEPCO), for a period of five years commencing from 1# July 2021 dil 30* June
2025. Upon expiry of the said MYT on 30.06,2025, SEPCO (hereinafter also called as “the
Petitioner”), being a Distribution Licensee as well as Supplier of Last Resort, filed separate
tariff petidons for the determination of its Distribution and Supply tariff under the MYT
Regime for a further period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of
Rule 3 (1) of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules”).

SEPCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA. Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved level of
investments and target of T&D losses. However, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D losses. SEPCO also
requested grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing of
consumer-end tariff effective from July 1, 2025, as considerable time would be required to
finalize the MYT petitions. The Authority acceded with the request of SEPCO 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 determmatlon of the Authority in the matter of MYT
petidons of the Petitioner.

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

BEE oMW e
Pay & allowances Rs. MIn 8,661 10,400 12,457 14,580 16,813
Employees benefits Rs, Ml | 6768 7,445 8189 | 9208 | 10.509
Post~retiromant Beaefits Rs. Miln 2,651 2,981 3.017 3,130 3,146
Travalling expenses Ks. M 504 580 638 670 703
Repair and Maintenance Rs. Min 517 £§22 811 1,057 1,378
Vehicle exp Ry, Min 890 1,250 1,754 2,195 2,748
Other expense R, Min 400 520 214 244 417
Total Q&M Costs Rs. Min 20,391 23,798 27,080 31,054 35,714
 Deprechition Rs, Min 1,784 1,927 2,023 2,185 2.360
Raoturn on Rate Base Rs. Mln 4,025 4,133 4,204 4,211 4,194
Gross Disrribution Margin Ra. Min 26,200 29,858 33,307 37,450 42 268
Less: Orher Income Rs, Min {2.570) {2,689 {2,833) (2.81_6]_‘ (2.852)
Net Distribution Margin Ra, Min 23,630 27,169 30,474 34,604 39.416
‘Total Revenue Requirement  |Rg, Min 23,630 - 27,169 30,474 34,634 39,416
Profected Sales GWh 2,877 3370 3,606 3,859. v 4129 -
Requested Tariff Ra./EWh 8.21 8.06 B.45 8.97 9.55
Proceedings

In terms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact
of any such costs claimed in the petition has to be made part of the consumer end tariff,
therefore, the Authority, in order to provide an opportunity of hearing to all the concerned
parties and to meet the ends of natural justice, decided to conduct 2 hearing in the matter,

'The hearing in the matter was schednled on November 05, 2025, for which notice of
admission / hearing along-with the title and brief description of the petition was published
in the newspapers and also uploaded on NEPRA website; Indmdual niotices were also issued

to stakeholders/ interested parties,
gy - Qv
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3. Issues of Hearing
3.1, For the purpose of hearing, and based on the pleadings, following issues were framed for

42,

4.3.

5.2,

6]Page

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

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

fii. 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 and RORB based on WACC of 14,29% is justified?

v.  What will be adjustment mechanism for future indexation of different components of
revenue requirement during the MY1? Whether there should any efficiency factor (X.
Facter)?

vi.  Whether there will be any claw back mechanism or not?
vii,  Whether the concerns raised by the intervener/ commentator if any are justified?
vili.  Any other issue that may come up during or after the hearing?
Fling Of Objections Comm

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 & 8 of the Rules. In response no intervention request/ comuments 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, the issue<wise findings of the Authority are given as under;

Whether the projected energy ptirchases and sales aye justified?

The Petitioner, in {ts petition submitted that Unit Sales for FY 2025-26 to FY 2029-30 is
projected keeping in view the availability of electricity in the system and reduction in T&D
Losses by (17.43) % from the last year FY 2024-25 projected losses as per following tables
The quarterly sales volume is actual &projected considering the seasonal effect keeping the
overall targel. “ ‘ ' ' '

. FY FY
ipki - - 2029-3
Description Uit 2095-26|2026-27 FY 2027-28|RY 2028-20|FY 2029-30
Wnits Purchase Gwh | 3,948 | 4,027 4,309 4,611 4,934
WUnits Sold Gwh | 2877 | 3370 3,606 3,859 4,129

The Petitioner during hearing submitted following projections;

b
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"[‘argcted Units Purchase @1% Growth:-
Deseription  |FY 2025-26] FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30
Unlts (MEW) 3,948 4,027 4,108 4,150 4,274
Cost {Mln Rs.) 104,211 106,255 113,736 121,697 130,217

53. In order to justify its request, the Petitioner duxing the hearing submitted following
justifications;
s Consistent Growth in Consumer Base and Demand.
» Strategic initiatives to reduce losses and regularized consumption.
| s Load Ixpansion from Industrial Consumers,
¢ Infrasoucture aﬁd development & Motorway Construction Projects.
e Shﬁng of captive power connections from SSGC to SEPCO.
¢ Impact of Climate Change (Global Warming) on Domestic Consumption,
o Regularization of Kunda connections to reduce the loss with the help of DSU and smart
metering project.
+  Tederal Incentives for Industrial Production with the decreased in tariff increase in
production.
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 PPP decision, have been taken into account.

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

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

6.2. The Authority observed the Petitioner has requested for a five years tariff control peried, 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
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 amotnt of investments,
the Authority has decided to approve the tariff request of the Petitioner under the MYT
tariff regime for a control period of five year i.e. from FY 2025-26 till FY 2029-30, The terms
and condidons, given by the Authority, in the Distribution and SoLR license, as modified
from time to time, of the Petitioner would be applicable during the MYT control period.

—
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Whether the requested/projected O8M cost (including new hiring) is justified and what are
basis ch projections?

‘Whether there should be any bifurcation of O&M on the basis of controlleble and
uncontroltable costs?

The Petitioner in its petition submitted following projections;

The average Distribution Margin (DM) for the 2025-26 to FY 2029-30 is based on the
following formula, keeping in view of the actual results for the FY 2023-24 & FY 2024-25,

where ever reguired.
Aug. D.Margin=QeM-++ Depreciation+ RORB-(Other incore)
Total Estipated Unit Sales

O&M is the expected operating and maintenance cost per kWh which includes the
estimated cost of technical service and repair, necessary materials for opération, salary,
mandatory social insurance payments, administration, management and other operating
costs related to SEPCO's distribution and supply business, The O8M component for the FY
2025-26 to FY 2029-30 is estimated on the basis of inflation adjustments to SEPCO's
operating expenses from the latest available data for FY 2024-25,

Based on the inflation adjustments to SEPCO'S operating expenses from the latest available
provisional IY 2024-25 and 15% increase in Salanes & Allowances in the FY 20253-26 to

2029 - 30..
The 0&.1\*1 per unit has been projected at around as per Table-2 in the following major heads.

Pay and Allowances:
The pay and allowances inter alia 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.

Repair and Maintenance:
The repnir and maintenance expenditures pertain to the Computers and Equipments.

Travellin g Allowance:

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

Transportation Charges;

The transportation charges include repair and maintenance of vehicles, POL and annual
renewa!l of registration fees.

Other Miscellaneous Expenditures:

Other miscellaneous expenditures, includes repair of furniture and office Eqmpment
stationery and Photostat charges, postage and telecommunications.

During hearing the Petitioner presented following projections for O&M cost during MYT
control period;
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B ;A

Allowed Verilf Control Perlod Profected
DESCRIPTION F‘(‘;i'ﬁf BaseYear | Y2 v-3 Y4 ¥-5
¥ 2025-26{FY 2026-27 |FY 2027-28 |F¥ 2028-29|¥¥ 2025-30
ssisries & Othes Henetis] 770 9,585 N5 | owass | w60 | 1850
Post Rerr, Bunefits 2389 2520 8,272 S0 10.209 11,610
Repuir and Malntonanee 1,446 2,656 2,587 3.024 3.139 3,157
Trawveling Evpeoses 452 560 644 709 744 781
Vehicle Pxpenses 305 877 &3 823 1,070 1350
Other Expenses 400 1377 L8 2077 2.609 3,410
D & M Cost 12,701 | 92,225 | 25930 | 29,517 | a3gds | asom
I 3% 17% 14% 15% 15%
8.12. During the hearing, the petitioner presented the following justifications for different heads
of O&M cost;
» Salaries & Other Benefits; Increased based on GoP notified increases:
‘ o Tor FY 2025-26: 10% Ad-hoc Relief Allowance &
~ o 30% DRA on Basic Pay of FY 2021-22. '
o Annual Increment @ 5%.
s Post Retirement Benefits: Iricreased considering the GoP @ 10% notified by Increase),
worked out as per actuarial basis,
o  Repair & Maintenance & Other Expenses : Increased in line with (1 + NCPI) due to
escalation in material & service costs and higher transportation and lodging costs.
¢ Traveling Expenses: Considering the operational movement 8 Recovery campaign,
increased @ 5%.
» Vehicle Expenses: Increased based on (1 + Chenge in Fuel Rates - PSQ) reflecting fuel
price varlation linked with PSO rates.
o Inflation; CPI: Other O&M Cost is projected based on NCPI,
8.13. The fq]lowing heads of O&M expenses are bifurcated based om controllable and
uncontrollable factors.
Uncontrollable Cost:-
v' Pay & Allowances
v" Post retirement benefits,
v" Prime Minister Assistance Package,
v" NEPRA Annual Lisence fee,
v PITG fee
v WAPDA Insurance Charges on WAPS
v The 82% of share of uncontrollable cost in the control period,
Controllable Cost:-
v POL, Stationery, R&M, Vehicle Maintenance, Office supplies, etc.
v’ Other Establishment Expenses,
v The 18% of share of contrellable cost in the control period,

9|Page

WoB-J




r  Determination of the Authority in the matter of MYT Petition
AR of SEPGO for Distribution Tariffuuder the MYT Regime

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

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

v (a) tarifis should allow lcensees the recovery of any and all cost prudently incurred
to meet the demonsirated needs of their customers Tariffl”

v (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;

V' (¢) tarifl$ should allow licensees a rate of return wiiich promotes continued reasonable
investment in equipment and facilittes for improved and efficient service;

V' (d} tarifl3 should include a mechanism to allow licensees a benefit fiom and penalties
for filure to achieve the efficiencies In the cost of providing the service and the

quality of service;”

8.16. 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
annual or multiyear tariff projection is being made, which may be a historical financial
year, for which the actual results/audited accounts are available, It may be a combination
of actual results and projected results for the same financial year or it may be a pure
projection of a future financial year.

8.17.  Here itis 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 itein, The
other remaining costs are to be treated as controllable costs,

8.18. Considering the fact that the MYT has been filed for a period of five years i.e. from FY
2025-26 ro IY 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.

8.19. The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach, In a
regime where the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the allowed and actual OPEX in the form of efficiency savings or
losses. Thus, resulting in ewo broad options, one that the utility bears all savings orlosses,
i.e. no action is taken by the Regulator. The 2+ that the utility shares the savings or losses
with consumers, The foriner provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the udlity a_nd
its customers. However, the widely used approach is that no adjustments to allowed

10|Page
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Revenues or OPEX allowances are made in. the next perlod to compensate for a deviation
from allowed OPEX in the current period except for certain allowed adjustments in terms
of CPI ete. :

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

ages and Other benefits (excluding post-yetirement henefits)

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

Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference during the MYT control peried, the Authority has taken into
considetation the costs as per the accotnts 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 actnal 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.6,478 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 mcorporated thereon,

Accordingly, the cost of Salaries & Wages (excluding postredrement benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs.7,404 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 bifiircation 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 Petitloner has been used.
Accordingly, the cost of Salaries, Wages and other benefits (excluding postretirement
benefits) for the FY 2025-26 pertaining to the Distribution function works out as Rs.6,119
million,

The assessed Salaries & Wages costs for the FY 2025-26, amounting to. Rs.6,119 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 specified in

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

Additionsl Recruitment and Cutsourcing

. Regarding additional recruitment, the Authonty observed that Salaries & Wagas cast 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.”

The Authdrity understands that any allowing cost upfront either on account ofnew hiring,
would be unfair with the consumers, without considering/ analyzing its benefits. The

 Authority understands that it will be in a better position to adjudicate on the issue, once

the Petitioner provides details of actual cost incurred in this regard and substantiates the
same with the quantified benefits accrued, Although, the Authority has decided to
actualize the Pay & Allowances cost of the Petitioner, based on its audited accounts for the
relevant year, however, that would only be to the extent of existing employees.
Accordingly, the Petidoner is directed to provide detail of new recruitment during each
year or new hiring if any, along-with its finencidl impact and benefits accrued, for
con51derat10n of the Authority, in its subsequent adjustment/ indexation request.

~Retireme
The Authority noted that the head of post-retirement benefit includes employees’ pension,
free electricity and medical facility. The Authority also understands that employees of
XWDSICSOs are hired on Government pay scales, thus, any pension increase announced

by the Federal Government in the Budget is also applicable on the retired employees of
XWDISCOs,

Tiis pertinent to mention that the Authority in the previous MYT of HESCO, keeping in
view it's operational performance, in terms of T&D losses and recovery, considered that
allowing prDVlSIOn for post-retirement benefits instead of actual payments, would not be
jn 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 HESCO over the last three years has remained stagnant in
terms of recovery and T&D losses and remained well above the targets allowed by the

Autherity.. .

In view of the afuremennoned and keeping in view the request of the Petmoner, 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
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FY 2024-25, and the request of the Petitioner for the FY 2025-26. Accordingly, the cost of
post-retirement benefits being allowed to the Petitioners for the FY 2025~26, works out as
Rs.5,069 million, for both its distribution and Supply functions. : -

834. Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terms of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in texms of Distribution and Supply
functions, the criteria as adopted by the Petitioner has been used, Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Distribution function works
out as Rs.4,207 million, -

' Repair & Maintenance Costs

8.35. The Authority has carefully examined the Petitioner's request and also analyzed the past
trend of R&M expenses of the Petitioner. The Authority understands that the adherence
to service standards and improvement of customer services is only possible through
continuous repair and maintenance of distribution network, however, at the same time
the Petitioner has also requested for huge CAPEX for making additional investment in
Fixed Assets, resulting in new, expensive and efficient equipment, leading to overall
reduction in R&M cost end increasing the total Assets base. In addition to aforementioned
discussion, the Petitioner's request of annual adjustment in this regard is against the very
sprit of multiyear tariff regime. The Authority also is of the view that since the previous
MYT of the Petitioner has ended on 30.06.2025, therefore, it would be appropriate to
account for the actual cost of the base year while projecting O8M expenses and other
Mise. expenses for the FY 2025-26, as any gain/loss of the previous MYT control period
may not be carxied forward in the new MYT, '

8.36. Inview of the foregoing and keeping in \'riew' the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.1,465 million under R&M head, for the
FY 2025-26, after incorporating the inflationary impact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply
finctions. ‘The same is hereby allowed to the Petitioner for the FY 2025-26 for both its
distribution and Supply Functions. R

8.37. Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in texms of Distribution and Supply Functions, therefore, for the purpose of allocation of
total cost of R&M costs in terms of Distaibution 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.1,391 million.

8.38. The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs. 1,391 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.

839. It is pertinent to note that, under the R&M head, expenditures relating to office buildings,
132 XV Grid Station Equipinent, 11 kV distribution lines, distribution transformers, and
meters have exhibited a significant upward trend upon review of histofical data.
Accordingly, the Petitioner is directed to submit, within three (03} months of issuance of
this decision, a certification confirming that no capital-expenditure (capex) items have
been booked under O&M expenses. In the event of non-compliance, the assessed R&M
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13jPuge




8.40.

8.41,

8.42,

8.43.

8.44,

8.45,

8.46.

4|Page

Determination of the Authority in the maiter of MYT Petition

9&-" of SEPCO for Distribution Tariffunder the MY T Regime

expenses for FY 2025-26 and onward period shall be revised downward in subsequent tariff
adjustment/indexation proceedings. Any difference between the revised assessed amount
and the amount allowed under the instant determination shall be adjusted through PYA,
and all future indexations shall be carried out on the basis of the revised figures.

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

Other Q&M Expenses

The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O8M costs which are to be assessed through NCPI-X formulae for the
tariff control period, Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, except vehicle running ekpenses, mnay be linked with CPI
during the entire tariff control period. Accordingly, for assessment of Other O&M costs
for the 'Y 2025-26, the Authority, keeping in view the cost as per the andited accounts of
the Petitioner for the FY 2024-25, and incorporating therein inflationary impact, has
decided to allow an amount of Rs.2,127 million to the Petitioner for the FY 2025-26. The
said amount of Rs. 2,127 million is being allowed for both the Distribution and Supply of
Power function for the I'Y 2025-26.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the Distribution function works out as Rs. 2,035million.

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

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

In case the Petitioner’s actual O8&M cost (excluding pay & Allowances & post retixement
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 MY T control
period, the lower of allowed O&M cost or actual O&M cost of the previous year, after
excluding therefrom the capex nature O&M and amount of O8&M capitalized, if any, and
pay & allowances & post-retirement benefits, shall be considered as reference.

If the actual O&M cost for the previous year, as referred above is not available at the time
of projecting next year's O&M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism; Once the audited
account for the previous year are available, the already projected O&M cost _shall be
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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 addidon, 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.

PPMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company (the
“PPMC"). DISCOs in support of their request referred to the SRO 1358-I (2025) dated
99.07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
dacision dated 27.10.2021, the Nationzl Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the
implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE
policy. The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from time to time. The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs.

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

‘TheAuthority noted that the National Electricity Plan allows the designated entity to
charge a regulatory fee, which shall be allowed by the Regulator, The Authority also noted
that previously the Authority discontinued the PEPCO fee in the absence of appropriate
structure in place, The Authority also takes cognizance of the SRO dated 29.07.2025, issued
by the Ministry ‘of Energy (PD), pursuant to the Cabinet decision; as well as other
justifications submitted by the DISCOs regarding the declaration of PPMC as a “designated
entity” and its role in supporting policy, regulatory, and tariff matters, sector reforms,
privatization, CD management, and integrated power and 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 funetions/
services performed as designated entity for DISCOs and others, duly substintiated 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 fillfillment of the process preseribed 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, any salary and
pension increase, announced by the Federal Government in Fiscal Budget is also applicable
on such employees/ pénsioners 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. AR C%
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requirernent for the FY 2025-26, presented during the hearing.

The Authority understands that petitioner is allowed RoRB based on WACC model, which
also incorporates the cost of debt, thus, there is no requirement for allowing finance cost
separately to the Petitioner,

Whether the requested/projected amount under heads of Other me, Deprecations and

- RORB based on WACC of 14.29% is justified?

Depreciation

The Petitioner submitted that the depreciation of assets is recorded in accordance with the
accounting policy of the Company. The petitioner requested following amounts under the
head of Depreciation for its MYT control period;

Description  |FY 2025-26|FY 2026-27|FY 2027-28|FY 2028-29(FY 2029-30
Depreciation 1,373 1,851 1,987 2,078 2,235

The Petitioner submitted following justificarions for requested amounts;
' Depremanon is pm}ected 4pprox. 3.8% of total assets,

' Depremanon is calculated on the basis of the value of existing Assets plus the addition
(provisional) in Assets during the period.

+ The assets are depreciated on straight line method as per utility practice i.e.
* Buildings and le Works @ 2%
* Plant and Machinery @ 3.5%
+ Qffice Equipment and Mobile Plant @ 10% and Other Assets @ 10%

The Authority noted that as per the Methodology, depreciation expense for the test year,
which in the instant case is I'Y 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 peried.

Regarding allowed investment for Y 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 provisionial Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Authority in
matter of DIP of the Petitioner.

Rs. Mln

| Provisional Capex| SEPCO |
TY 2025-26 4,924
FY 2026-27 ' 6,851

The Aﬁthofity decided that the above approved Investments are provisionally allowed for
purpose of taxiff rebasing and does not include the cost for AMI, APMS, Scanning metets,
Data Centers, etc., the investment in this smart metering area can only be staxted once DIP

I Mottt
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js 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 | SEPCO |

FY 2025-26 16.31%
FY 2026-27 16.31%

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 tasiff
adjustnent shall be reworked on such revised targets. The financial impact of such revision
shall be made part of PY.A of subsequent tariff rebasing,

RevisedT&D Loss Target

(Failure to submit study)- SEPCO
FY 2025-26 - = 8.10%
FY 2026-27 ° = 3.10%

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

Not used

Notused

After taking into account the new inyestments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs,1,817 million calculated on actual
depreciation rates for each category of Assets as per the Company policy, which will be
considered as reference cost for working out future depreciation expenses for the
remaining tariff control period, to be adjusted as per the mechanism provided in the instant
determination.

After carefully examining the relevant details and information pertaining to the deferred
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.470 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.1,347 million.

Mol
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The actual depreciation reflected in the Audited accounts of the Petioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the Distribution
function works out as Bs.1,811 million.

RORB
The Petitioner submissions regarding Regulatory Asset Base (RAB} are as under;
Average Rate of Return (ROR):
Average ROR is kept at 12,29% as cost of capital as per 1 year KIBOR.
Ke=RF + (RM -RF) xp
=12.29 + (2% x 1,1}
The cost of debts jkd = 14,29%
WACC = [ Ke x (E/V)] + [kd x (DfVY]
Where E/V and D/V are equity and debt ratio respectively taken as 30% & 70%.

The Petitioner submitted that RORB is projected on the basis of 13.28% WACC on average
assets base of the company by incorporating the above adjustment the calculation of
WACC and RORB will be as under:

Deseription Original Rate |Revised Rate
96) {%0)
KIBOR 12,29 11.28
Speared 2 2
WACC 14,29 13.28
Description FY 2025-26|FY 2026-27|FY 2027-28{FY 2028-29|FY 2029-30
Return on Rate Base 3,740 3,841 3,907 3,914 3,898

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 chaige and a rate of
return on the capital investment of each Jlicensee commensurate fo that earned by other
investmments of comparable risk;

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

In line with the aforemenﬁoned-gujdelines, the Authority allows DISCOs, a Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.

Malr~y
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Similarly, for recovery of principal portion of debt, the Authority includes a depreciation
chaige in the revenue requirement of DISCOs.

Consequent to the aforementioned discussion, the WACC works out as per formula given
below; '
Cost of Bauity:
Ke = Re+ (Ru-Re) x B
Where;
Re is the risk free Rate

R is the Market Return
B is Beta :

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

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

The Authority uses the Capital Asset Pricing Model (CAPM) for calculation of Return of
Equity (Rok) 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 utilides, Further, as per the Taziff methadology, 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 xetrn
to compensate for the risk. This extra return or 'risk premium' is the difference between
market rate of return and risk-free rate. Generally, the return on stock market index is
raken as a measure of market rate of return, To have an appropriate measure of the market
rate of return, the Authority analyzed KSE-100 Index return, over a period of 10 years i.e.
FY 2016 to FY 2025, Further, return of different neighboring markets and other
international markets were also analyzed,

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

Based on the application of the above methodology 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 conmsistency 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

S Ml
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maintain parity, avoid undue volatility in allowed retwrns, and promote continued
investment in the distrdbution sector in terms of Section 31(3) of the NEPRA Act, the
Authority has exercised its regulatory discretion to allow a PKR-based RoE of 14,47% for

the Petitioner.

Regarding cost of debt, it is the interest rate on which a company wounld get borrowing
from the debt market/ commercial banks i.e, a rate at which banks lend to their customers,
In order to have a fair evaluation of the cost of debt, the Authority has taken cost of debt
as 3 month's KIBOR + 1.50% spread, as maximum cap. Consequently, the cost of debt has
been worked out as 12.64%i.e. 3 Months KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1.50% (750 basis points). '

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

Cost of Equity;

Ke = 14.47%

The cost of debt is;

Kd = 12.64%

WACC- (Kex (E/V) +(&dx (D/V))

‘Where E/Y and I/V are equity and debt ratios respectively taken as 30% and 70%;
WACC = ({14.47% x 30%) + (12.64% x 70%)) = 13.19% '

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

Ebed Assels OB 40,548 49,956

Addition 410 16,273
Fired Assels C/B 49,956 65,225

~ Depreciation 24,564 26,382
_ Nat Fived Assels 25,392 38,847
Caplisl WiP CIB 45,795 38,063
Fived Assels ng. WIP 71,187 74,910
Loss: Deferred Credils 7,388 7,175
Tatal - £3, 768 B7,736

RAB - 65,767

WACC 13.18%

RORB 8,674

The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functiions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORD for the FY 2025-26 pertaining to the distribution function works out as Rs.8,660
millign.

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

Here it is also pertinent to mention that the amount of receipts against deposit works has

" been adjusted while working out the cost of working capital, therefore, no adjustment on
" this account has been made from the RAB, In view thereof, any interest earned. on such

deposits shall not be adjusted as part of other income. The Petitioner therefore shall ensure
a separate disclosure of such income in its audited accounts. In case of failure to disclose
such income separately, the entire interest income shall be adjusted as part of other
income.

The Authority also understands that interest payment is an obligatory cash flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference 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 mote 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%, addmonal 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, throngh PYA.,

Qther Income

‘T'he Petitioner submitted that Other income includes amortization of Deferred Credits,
Rental Income, Profit on Bank Deposit, Sale of Scrape & Misc. Income. The Petitioner
requested following amounts as other income for its MYT control period;

Description FY 2025-26iFY 2026-27|FY 2027-28|FY 2028-29|FY 2029-30
Other Income -2,808 -2,945 -3,094 -3,089 3,064

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.2,806 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the
amount of late payment charges (LPS).
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The Authority in consistency with its earlier decision, on the issue, has not included the
amount of LPS while assessing the other income for the FY 2025-26, Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against respective XWDISCO only, and in
the event of non-submission of evidence of payment to CPPA (G), the entire amount of
Late Payment charge recovered from consumers shall be made part of other income and
deducted from revenue requirement in the subsequent year,

'The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Functions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Distribution function
works out as Rs.2,568 million.

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

What will be adjustment mechanism for fisture indexation of different components of
revenue requirement during the MYT? Whether there should any efficiency_factor (X
Factor)?

The Petitioner requested following adjustment mechanism for MYT control period;

3 . DESCRIPTION MYT ASSUMPTIONS
Cper, & Maint
Solatkes & Other Bonefits : (1 + GoP Inersase) + N
-Post Rotr. Benefits : ’ (1 + GoP Increasc)
{1 + NCEY)
X Factor 08 ca to the aciual experses

Oihsr Operating Expanses , | As per Approved Mochanion of the
Authariy

[Doprecistion (Actua] Basks)
Return on B/Asset Base Mctm] B.'.sis} :
[Less Other Income

{3 Monthy KIBOR + 2%)
KIECR _ Bi-Annually o5 per Decklon Rule 4(7} of NEPRA (Benchmarks for Tardl

Dreternlinaving Guidelines, 2918

Indexation of O&M cost components '
Indexation of ORM cost components _ ,

aries & Wages ~retirement ts: Considering the fact that employees of
XWDISCOs are hired on Government pay scales, and any salary increase announced by
the Federal Goveirnment in the Federal Budget is applicable on the employees of the
Petitioner, therefore, being un-controllable cost, the Salaries & Wages and benefits, would
be actualized, based on the audited accounts of the Petitioner for the relevant year for its
existing employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ ad]ustment request or
tariff determination as the case may be. :

Adjustment Meshanism - Sglnrics, Wages & Qther Benefits

Rclriscd Salaries, Wages &Olho:r Henelis Bxperses = Ref. Salaxles, Wages & Other Benafits x [ 14{GoP Increase or GPT))

The allowad Salarkes, Wages & Otbe: ‘Bcnei‘us may be canudcfcd as reference cost for furure adjustment.

The Autherity may consider ta ollow GoP incresse’ tll the time cha DISCOS remain In public sector, otherwise CPI
indexatlon muy aMowed if DISCOs get privatized,

The allowed amount sholl be actuslized based on Andited accounts for the rolovant yesr , comxdcnng the same as

uneontrollable cost on part of XWDISCOs,
~ Mot
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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 ox taxiff determination as the case

may be.

Adjustmest Mechontym - Actual Post-retirement Benefity payment

Revised Post-Retlrement Benalis w Ref, Pots-1ctizement Benafits x [ 1+{GoP Incrense ox GPI}}

The allswad Post-Retirement Benefz 1may be considered as reference cost for future adjustment.
The Authorlty may consider to allow GoP fncrcasc till the ime the DISCOa rexain in public sector, otborwise CPI

The nllowed omount shalt be neturlized bused on Avdited accounts for the relevant year , considering the same a3
uacontrolluble cost on part of XWDISCOs,, .

Transportanoglﬂemcle Ru.mung expense portion of O8M cost

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

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses {Ref.) x {1+ (Transpoxt index of NCPL)])

Remaining O&M costs will be indexed every year according to the following formula:

The referente costs would be adjusted émfery Year with NCPI-X factor, The X factor would
be applicable from the 3¢ year of the MYT cont:ol period. The Adjustment mechamsm
wculd be as under;-

O &M(Rev) = O &_M;(Reﬂ) x {1+ (NCPI-X)] | ;

Where

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

Q&M (Rel) = Reference O&M Expense for the Reference Year

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

. month of December for the respective year. For O&M expenses,
other than vehicle running expenses, NCPI-General shall be tsed, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transport of December 2024 for thepurpose of
- future adjustment/ indexaton 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
out for the respective year after teking into account the amount of investment allowed for

that year as per the followmg mechamsm,
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Adjustment Mechonism ~ RoRB

RORB{Rav) »ROREB(Ref) x RAB(Rev) / RAB(Ref}

The allowed RORD may bo considered pa reference cost for future edfiustment,

In sdtlition the allowed RORB for previcts year will be trued up based one actual investment (maximum cap to the exent of allowed
Invescment)earricd e during that year, Further KIBOR fhictuation on bi-annual basis also subject to adjustment, Further Spread of
1.50% ks allowed as maximum cap, in ¢ase DISCOs manage to obtain financing on spread less than 1.5% the same shafl be adjusted as

portof PYA.

Tn addition, SEPCO to disclose the amount of IDC capitalized during the year and adjust
its RAB for the year after excluding therefrom the impact of IDC capitalized during the
year. ' ‘

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

The Authority also understands that interest payment js an obligatory cash.flow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating XIBOR. Accordingly, fluctvation in the reference KIBOR would be
dd)usted blannually In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper ﬁnancmg by the Petitioner, I the Pétitioner manages to negotiaté
a loan below 150% spread, the entire savings would be’ passed onto the consumers
annually, through PYA. In case of more than one loan, the saving with respect to the
spread would he 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 Pedtioner itself. Szrmlarly,
if the Petitioner’s total actusl cost of debt remains lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.

Depreciation Expenses .

Thie reference Depreciation charges would be adjusted every Yeat as per the followmg
formula;

DEP. (Be_v) = DEP (Ref) % GFAIO (Rev)

’ GFAIO (Ref)
Where DEP (Rev) = Revised Deprematlon Expense for the Current Year

DEP (Ref) = = Reference Deprecnauou Expense for the Reference Year. -
GFAIO (Rev) = Revised Gross Fixed Assets in Operation for the Current Year’
GFAIO (Ref) = Reference Gross Fixed Assets in Opéi‘ation for the Reference Year

In addition, the.allowed Depreciation for previous year will be trtued up downward,
keeping in view the amount of investment allowed for the respective year, other than
consamer financed investments. In cage epitioner ends up making higher
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investments (excluding consumer financed investments) than the allowed, the same would
be the Petitoner'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 Autherity.

13.  Other Income

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

Adjusement Mechaniim - Otber Income (OT)

s0I{Allowed Provious year) + [Ol{cllawed far pmviou.s yoBr) —

OifRev) OI{Actus) previons year)} - .

The ollowad Qrher i may be idered ns reference cost for future adjustment,

kin addition the ollowed Cther incama for previews year will be tsved up based on sciuzl Other Income during thot year
Working Capital

13.2. The Authority during proceedings directed the Petitioner to provide it working capital
caleulation and has considered the submissions of the Petitioner and in order to access the
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 cap1tal requirement of the Petitioner for its distribution function has been
assessed as under;

Stares ad Spares {385 of GFA) 2% 3% 1,957
"[rade debt (30 days of Revenue Roccivablc) 30 D08 1,990
Tor,al Curzent Asaets ' ) 3,946

. ICu:rcnt Linbilities [2/2 I es.e7| 263 |
" Working Capital Regiirement 1315
Toss Roceipt Against Deoposit Woetk - - 3,133
Net Working Capital . {1.818)
Cost of debt bocal [200%
{Working Cspital Cost (218}

133, A$'reflected in the tdble'above, the Petitioner's working capital requirement for the
d1sLnbunon “flmcmon has:been -assesied as Rsil, 315 imilljon, The Authority considers that
receipts agamst deposxt works, being related with dishribiltion network business, are also
required to be accounted for as part of working capital calculations, Accordingly, after
in¢luding 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.218 million based on 3 months KIBOR Le. 11% +1%
spread as maximum cap subject to downward adjustment in case the actual spread remains
lower, The aforesaid working capital position is allowed to Petitioner for the CY 2026, and
is subject to adjustinent, as per the mechanism provided below, once the audited accounts
of Petitioner for the Y 2025-26 are available,

quf!c.ipg capital (Distribution)
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Formula for Future Adjustment
Revised cost of working capital = Working capital requixement as per given formula x
Cost of debt on. ailowed parameters

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

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

_ Actualization of Previous year based on allowed revenue as PYA

Current Assets

- Lower of 30 days receivables based on allowed revenue (including the impact of
allowed adjustments), but excluding Working Capital cost OR Actual average
- Receivables for'the Financial Year {excluding opening recelvables).

- 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
. cas:.hfbapk balance not meant for Q&M expenses)

Current liabilities
- 2/3rd of aforeméhlioned current assets (Receivables + Stores & spares + Cash)

= Receipt against deposit work figure will be actualized based Audited Financial
staternent initially and finally based on third 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 incurred by the Petitioner shall be considered. In case

actual weighted average spread is lower than 1% cap, the same shall be adjusted
.. downward only. No upward adjustment of spread is allowed.

13.4. The Authority further notes 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 shalt not be adjusted as part of other income. The Petitioner therefore shall
ensure a separaté disclosure of such income in its audited accounts. In case of failure to
disclose such incomeé separately, the entire interest income shall be adjusted as part of other
income.

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

14.1. The Ministry of Energy (MoE) vide letter dated 18.08.2025, submitted that NEPRA
determines the consumerend tariff for XWDISCOs and K-Electric in accordance with
Section 31 of th'e Regulation of Generation, Transmission and Distribution of Electric Power
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14.2,

14.3.
' NEPRA to xevise the annual tariff determination process timelines by amending the relevant

14.4,

14.5.
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Act, 1997 {the Act), read with Rule 17 of the NEPRA (Tariff Standards and Procedure) Rules,
1998, The uniform rebased tariff, once determined, is notified by the Federal Government
under Section 31(7) of the Act, The latest rebasing was notified on July 1, 2025. In
accordance with the NEPRA. (Tariff Standards and Procedure) Rules, 1998 read with Part 5
of the NEPRA Determination of Consumer-end Tariff (Methodology & Process) Guidelines,
2015, the Distribution Companies (DISCOs) are required to initiate the tariff determination
process by submitting their minimum filing requirements by January 31¢ of each year. The
submission is followed by Authority's internal meetings, public hearing, tariff determination
and notification by the Government. Keeping in view the recent annual tariff

_determinations, the rebasing is notified by the Government in the month of July, each year

with effect from 1% July.

The Ministry further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months. This increase in tariff coupled with 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 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
(Methadology and Process), 2015" to enable alignment of schedule of regulatory proceedings
for plannmg activities and rate case & tanff determ inations.

The MoE submltted that :he Cabinet has approved that policy gulde]mes nay, be 1ssued to

legal and regulatory framework in a way that the rebasing is notified with effect from 1*
January, each year, after completion of all xegulatory proceedings. In this regard, it is
highlighted that NEPRA has ajready determined Power Purchase Price (PPP) references up
10 June 2026, Projections for the remaining six months will be shared subsequently.

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

"NEPRA. shall revise the annual tariff determination pracé.s'.;‘ timelines by amending the
relevent legal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from January I¢ of each year, after comp!e&on ofall
regulatory proceedings.” .

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

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

14:.3. 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;

Dusoription SEPCQO

Sularies, Wages & Other Benefits | 4,313

Past Radirement Benefits 3,384
Other O & M Costs 2,048
Depreciation 716
Return on Rate Base 1,637

'Turn Over Tax
Gross Distribution Margin | 12,098
Less: Other Income {1,403)
Net Distribution Margin [ 10,695 |

14.9. The Authority has considered the guidelines issued by the Federal Govemment regarding
tariff rebasing to be made effective from 1% January, instead of July each year, The Authority
is cognizant of the fact that rebasing of tariff effective July, if upward, coupled with high
consumption, leads to-increase in overall electricity bills during summer months; thus,
adversely impacting DISCOs performance in terms of recoveries and losses, However, even
with re-basing in January, the overall billing impact for the consumers in summer months
would remain same, had the rebasing been made effective from July. Nonetheless, in light
of NE Plan, SD 8-and the instant policy guidelines, the Autherity 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.

14.10. Further, in lght of the instarit policy guidélines, the Authority has determined the revised
Power Purchase Price (PPP) references for the period from January 2026 to December 2026
through a separate decision. Pursuant thereto and keeping in view the request of the
Petitioner to also determine tariff for the period from July 1, 2026 to December 31, 2026, in
accordance with the revised annual rebasing timelines, the Authority has also determined
provisional revenue requirement of SEPCO for the period from Iuly 1, 2026 to December

31, 2026 as under:

28| Page




Destermination of the Authority fa the matter of MYT Petition

4 ﬂamﬁ Of SEPCO for Distribution Tariffunder the MYT Regime
'*&rﬁ'

Nt v

Pay & Allowances
Post Relirerment Benefils
Repalr & Maintainange
Traveling allowance
Vehicle maintenance
Other expenses
Q&M Cost {Min. RaJ
Depriciation
RORB
C.Income
_Mg[gjn _ [Mia. Rs) AR

14.11.For the purposc of rébasing for the period ﬁ‘om Ian to Dec. 2026, the amount recovered by

the Petitioner, to the extent of distribution and supply margin along-with PYA, from Jul. to
Dec, 25, based on interim tariff allowed for the FY 2025-26, has been adjusted from the
revised assessed tariff for the I'Y 2025-26. The recovered amount has been calculated by
applying the Rs./kWh rate as per the interim tariff (to the extent of Distribution & Supply
Margin and PYA), with the projected unit sales from July to December 2025,

14.12.The adjusted revenue requirement so worked out Eofr-tl'lle. périéci:{'iroxii Jn. 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 fromi January 2026 to December 2026, 'I‘he Schedule;of TanEF (SoT) of the Petitioner
has been desxgned accordmgly . S

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

15.
15.1.

16.

291 Page

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

_ Whether there will be any claw back mechanism or not?

"The Authority notes that submissions weve received from DISCOs on the sub]ecl:, however,
the Authority observes that the issue raised stands substnntlally addressed within the
emsung regulatory I'“ramework ' '

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, O8M costs, T&D losses,
cost of debt et¢, therefore, no separate claw-back mechanism is required, However, in
‘event that any additional return is realized by the Petitioner, which is not otherwise
addressed under the approved mechanism the same would be shared between DISCO and
conswners equally.
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17. Crder

17.1.  In view of the discussion made in preceding paragraphs and accounting for the
adjustments discussed above, the allowed revenue requirement of the Petitioner, for the
FY 2025-26 along-with upfront indexation/adjustment and CY 2026, to the extent of its
Tistribution function is summarized as under;

Units Received L 3,995

Units Sold ' IMKWI 13,344
Units Lost (4K Wh] 652
Units Lost (%) 16.31%
Pay & Allowances
Post Retirement Benefils
Repair & Mainlainance
Traveling allowance
Vehicle maintenance
Other expenses
O&N Cost . M. Rﬂl ;
Bepricigton . o o. o]
RORB
-0, Income
Margin - - iMin. Rs] pOREK "2"1':655'
Brior Year Adjustment (M. Rs.)
Working Capilal IMin. Rs.) (218}
Revenue Requirement . [%in. Rs] .. 21,6585 23,653
Avar_age Tariff S [Rs.fkwwn) N 1.07

17.2.  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 / misrepresentation observed at a:latér stage; the Petitioner shall be held
responsxble for the consequences arising out, under NEPRA' Act, Rules and Regulations
made thereunder, Any consequential adjustment’ if requlred will be made accordingly.

173. The Peuuoner is dirécted to follow the following’ nme Jines’ for ‘Submlsswn of its future
indexation/adjustment during the MYT contiol period; -

[ + - Dererlptd | [ ADJUSTMENT S/ INDEXATION | TIME LINES |

—
Salstks, Wages & Benclis

Postrrervement Dot Anmally 2t per the mocknm ghven fn the

Onher eporatiog cxpenses devision
Blepyechilon

— ' Requet 1a be suboieed by Pedvlanc inend of Julyof |
%m—{%:&@“—wc—m everyyear, so ot adjustment £ [ndoatlon for the nes

\mmﬂy at per the meetardm gh.cn nthe year ks desermined tn iemaly manser,

Prior Year Adjuitmen

[KICOR . . 1—;\ nneally, b pes the deckton L
1n Bal

Rewrn on [un.ly {ROE) ;:JF. d slowed ovee °.

Spread - As per the mesharsm by tha detbilon

 toolie
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17.4.

17.5.
17.6.
17.7.

17.8.

17.9,

Tor determination of use of system.charges based on the aforementioned revenue
requirement the petitioner is directed to file its use of system charges penuons in lme with
applicable documents.

The Petitioner is responsible to provide distribution service within its service territory on
a non-discriminatory basis to all the consumers who meet the eligibility criteria laid down

by the Authority and make its system available for operation by any other licensee,
consistent with applicable instructions established by the system operator,

The Petitioner is directed to ensure separate disclosure of each item in its audited financial

- statements as mentioned in the determination.,

17.10.

17.11,

18.

18.1.

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

The Petitioner shall follow the performance standards laid down by the Authorlty for
distribution and ivansmission of electric power, including safety, health and
environmental protection instructions issued by the Authority or any Governmental
agency or Provincial Government; '

The Petitioner shall ensure to develop, maintain and publicly make available, its
investment program fox 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 exlstmg or ﬁnure apphcab]e Rules, Regu.latlons,
orders of the Authority and other applicable documents as issued from time to time.

The Authoru.y hereby y directs the Petitioner;

To prov1de the reconcﬂed date of sales mix for last 3 years with its reported revenue
as per aud1ted Bnancial statements.

To cemfy that no capex nature expenses recorded as part of O8M expenses

To prowde comprehensive reconeiliation of PYA allowed under dlfferent heads for at
least last 3 years with the revenue reported in audited accounts.

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

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

Ta get its data, Te parding units billed to lifeline consumers, domestic consumers
(consuming up-to 300 uniis) and Agriculture consumers, reconciled with PITC and
submit such reconciliation to the Authority every year.

To provide certification from its Auditors that Repair and Mainténdnce expenditure
does not include any CAPEX nature item . _

To ensure that by the time it files its next tariff petition/ ad]ust:ment request, MDI for
all consumers at all levels is properly recorded. q M - .
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19, The Determination of the Authority, is hereby intimated to the Federal Government for
. filing of uniform tariff application in serms of section 31 of the Regulation of Generation,
Transmission and Distribution of Flectric Power Act, 1997. _

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

AUTHORITY
Amina Ahmed - - Engr. .Maqsoocl Anwar Khan
Member a8 : Member
a
W
-~ Waseem Mukhtar -

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

Please find enclosed herewith the subject Determination of the Authority alongwith Annexures
(total 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 Annexures, be aiso notified in terms of Section 31 of the Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997, while notifying the uniform tariff application decision of
the Authority.

Enclosure: As above wOl/%wJ Vma’d

(Wasim Anwar Bhinder)

Secretary
Ministry of Energy (Power Division)
‘A" Block, Pak Secretariat
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4, Managing Director, National Grid Company (NGC) of Pakistan, 414 WAPDA House,

Shaharah-e-auid-e-Azam, Lahore

Chief Executive Officer, Central Power Purchasing Agency Guarantee Lid. (CPPA-~G), Shaheen
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7. Chief Execntive Officer, Independent Systemy and Market Operator (ISMQ) of pakistan, Pitras
Bukhari Road, Sector H-8/1, Islamabad
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Abbreviations .
CpGenCap Tl'lle summation of thelca]:.vacity cost in res’pecli of all C?Gencos 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 Madel

CDP Commeon Delivery Point

COS8 Cost of Serviece Study

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

DiIp Distribution Company Integrated Investment Plan
‘DISCO Distribution Company

DM Distribution Margin

pop Distribution of Power

ELR Energy Loss Reduction

ERC Energy Repulatory Commission

ERP Enterprise resource planning

TCA Fuel Charges Adjustment

Iy Tinancial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

HHU Hand Held Unit

AT/LT High Tension/Low Tension

HSD High Speed Diesel

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

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

Kv Kilo Volt

kW Kilo Wau

kWh Kilo Watt Hour

LPG Late Payment Charges

MD1 Maximum Demand Indicator

MMBTU One million British Thermat Units

MoWP Ministry of Water and Power

MVA Mega Volt Amp
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MW Mega Watt
NEPRA National Electric Power Regulatory Authority
NOC Network Operation Centre
NTDG National Transmission & Despatch Company
O&M Operation and Maintenance
OGRA Oil and Gas Regulatory Autharity
PEPCO Pakistan Electxic Supply Company
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program
PPA Power Purchase Agreement
PPAA Power Procurement Agency Agreement
prr Power Purchase Price
PYA Prior Year Adjusement
R&M Repair and Maintenance
RAB Regulatory Asset Dase
RE Rural Electrification
RFO Residual Fuel Oil
RILNG Re-gasified Liquefied Natural Gas
RoE Return on Equity
RORB Return on Rate Base
ROR Rate of Return
SBP State Bank of Pakistan
SEPCO Sukkur Electric Power Company
SOT Schedule of Tariff
STG Secondary Transmission Grid
SYT Single Year Tariff
T&D Transmission and Distribution
TFC Term Finance Certificate
TOU Time of Use
TOR Term of Reference
TPM Transfer Price Mechanism
USCF The fixed charge paxt of the Use of System Charges in Rs./kW/Month
UOSC Use of System Charges
WACC ‘Weighted average cost of capital
WAPDA ‘Water and Power Development Authority
XWDISCO Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETTTION FILED BY
SUKXUR ELECTRIC POWER COMPANY LIMITED (SEPCQ) FOR DETERMINATION OF
SUPPLY TARIFF UNDER MYT REGIME FOR THE FY 2025-26 TO FY 2029-30

CASE NO. NEPRA/TRF-631/SEPCO/MYT-SUPPLY/ 2025

PETITIONER
Sukkur Electric Power Company Limited (SEPCO), Thermal Power Station, Old Sukkur, Sukkur,

INTERVENER
Nil

COMMENTATOR
Nil

REPRESENTATION
Chief Executive Officer and along-with its Technical and Financial team
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1, Backpround

1.1. The Autherity awarded a Multi-Year Tariff (MYT) to Sukkur Electric Power Company
Limited (SEPCO), for a period of five years commencing from 1¢ July 2021 tilt 30* June
2025, Upon expiry of the said MYT on 30.06.2025, SEPCO (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 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. SEPCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved level of
investments and target of T&D losses, However, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D losses, SEPCO also
requested for grant the interim tariff for the FY 2025-26, in order to allow for tmely
rebasing of consumer-end tariff effective July 1, 2025, as considerable time would be
required to finalize the MYT petitions, The Authority acceded to the request of SEPCO and
granted an “Interim taniff”, 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 Petitioner, inter alia, requested the following margin for its Supply of power function
for the five years control period,;

R T R b Y3 006,06 [F AT 0062 07 eV R 007 S0 BUp AR 02 85 29 RV £2000 30
Power Purchase Price Ra. Min 104,210 106,296 113,736 121,698 130,216
Energy Clarpes Rs, Mln 40,528 41,339 44,232 _47.329 50,642
Caupacity Charges Rs. Min 57,983 59,143 63,283 67,713 72,453
Usc of System Charpes Rs. MIn 5,663 5,777 6,181 6,614 7.076
Market Operator Fee Rs. Min 36 37 40 42 45
[Distribution Business Cost | Rs. Min | 23,630 | 27,169  30,474| 34,634 39,416 |
Supply Business Cost
Pay & allowances Rs. Min 924 . 1,155 1,329 1,528 1,757
Employees benefits Rs. Min 752 827 210 1.601 1,101
Post-retirement Denefits Rs. Min ) 6 8 9 i1
''ravelling expenses ts. Mln 56 64 71 74 78
Repzir end Maintenance Rs. Mln 11 11 1 12 13
Vehicle expenses ) Rs. Min 12 13 14 15 14
Other oxpense Rs, Min 7 65 55 153 240
Total Q&M Costs Rs. Min 1,835 2,141 2,438 2,794 3,214
Depreciation Rs. Min & 7 7 7 7
Return on Rate Base Rs, Min 67 61 55 50 45.
Gross Margin Rs, Min 1,908 2,209 2,500 2,851 3,266
Less: Other Income Rs. Min {236} {248) (261) {274) (213)
Net Margin Rs. Min 1,672 1,961 2,239 2,577 3,053
Prior Year Adjustment Rs, Min 25,552
| Finance Cost Rs. Min 1,580 2,402 2,500 2,355 2,355
Proyision for bad dehts Rs. Min 5,614 6,061 6,568 7,094 7.796
Total Revenue Requirement  |Re. Mln 162,263 143,889 155,517 168,258 182,836
Projected Sales GWh 2,877 3,370 3,606 3.85¢ 4,129
Requested Tariff Rs/kWh| 56,40 42,70 43,13 43,60 44,28

S e

5|Page




v"

!

2,2,

6|Page

r Derermination of the Authority in the mateer of MYT Petition

H!m

l}} bFfSEPCO for Supply Tariffunder the MYT Regime
Proceedings
In texms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact

of any such costs claimed in the petition has to be made part of the consumer end tariff,
therefore, the Authority, in order to provide an opportunity of hearing to all the concerned
parties and to meet the ends of natural justice, decided to conduct a hearing in the matter.

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 and also upleaded on NEPRA website; Individual notices were also issued
to stakeholders/ interested parties,

Issues of Hearing

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

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

arguments;

i.  Whether the 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, Finance Cost,
Provision for bad debts, Depreciation and RORBE based on WACC of 14.29% is
justified?

v.  Whether the requested PYA is justified?

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

vii,  Whether there should be any fixed charges on Units exported by net metering users

to the extent of Transmission and Distribution charges ox otherwise?

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

justified?

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

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

xiii,  Any otherissue that may come up during or after the hearing?
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Filing Of Objections/ 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.

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

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

Whether the projected Power Purchases Prce (Energy & Cost) for the FY 2025-26 is
justified?

The Petitioner, in its petition submitted that the Unit Sales for I'Y 2025-26 to FY 2029-30 is
projected keeping in view the availability of electricity in the system and reduction in T&D
Losses by (17.43) % from the last year FY 2024-25 projected losses as per following tables
‘The quarterly sales volume is actual &projected considering the seasonal effect keeping the
overall target.

BY ] FY i
2025-26|2026-27
Units Purchase Gwh 3.948 | 4027 4,309 4,611 4,934
Units Sold Gwh 2877 | 3370 3.606 3,859 4,129

Description Unit FY 2027-28| Y 2028-29(FY 2029-30

The Petitioner during hearing submitted following projections;
“Targeted Units Purchase @1% Growth:-
Description |FY 2025-26/ FY 2026-27 | FY 2027-28 | FY 2028-29 | FY 2029-30

Units (iMkWh} 3,948 4,027 4,108 4,150 4,274

Cost (MinRs,) 104,211 106,295 113,736 121,657 130,217

In order to justify its request, the Petitioner during the hearing submitted the following
justifications;

¢ Consistent Growth in Consumer Base and Demand.

» Stratepic initiatives to reduce losses and regularized consumption.

+ Load Expansion from Industrial Consumers.

. Ipfrastructure.md development & Motorway Construction Projects.

+ Shifting of captive power connections from SSGC to SEPCO.,

» Impact of Climate Change (Global Warming) on Domestic Consumption.

« Regularization of Kunda connections to reduce the loss with the help of DSU and smart
metering project.

e Tederal Incentives for Industrial Production with the decreased in taviff increase in
production.

The Authority noted that PPP is the major component of consumer-end taxiff, 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 purpase 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 period of five years is justified?

The Petitioner submitted that the petition has been filed in accordance with the Rule 3(1)
of Part II 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 the licensee the for
recovery of any and all costs prudently incurred to meet the demonstrated needs of their
consuners, The Petitioner also submitted that it has filed Investment Plan and assessment
of T&I> losses for a period of five years, which are under deliberation before the Authority.

The Authority observed the Petitioner has requested for a five years tariff control period, in
line with its five years investment plan, The Authority further noted that the approval of
the investment plan and assessment of T&L) losses of the Petitioner for five year’s period is
atan advanced stage, therefore, to align the investment requirements of the Petitioner, with
its tariff determination, which is a tool to incur and recover the allowed amount of
investments, the Authority has decided to approve the tariff request of the Petitioner under
the MYT tariff regime for a control period of five year i.e. from FY 2025-26 dll FY 2029-30.
The terms and conditions, given by the Authority, in the Distribution and SoLR license, as
modified from time to time, of the Petitioner would be applicable during the MYT control

period.

Whether the requested/projected O t (including new hiring) is justified and what are
the busis for such projections?

eth era_sh any_hifurcatio on the basis of controlable
uncon le costs?

The Petitioner in its petition submitted that the average Distribution Margin (DM) for the
2025-26 to FY 2029-30 is based on the following formula, keeping in view of the actual
results for the FY 2023-24 & FY 2024-25, where ever required.

Avg. D.Margin=0&¥+Depreciation+RORB-(Other income)

Total Estimated Unit Sales
O&M is the expected operating and maintenance cost per kWh, which includes the
estimated cost of technical service and repair, necessary materials for operation, salary,
mandatory social insurance payments, administration, management and other operatng
costs related to SEPCO’s distibuation and supply business. The O&M component for the FY
2025-26 to TY 2029-30 is estimated on the basis of inflation adjustments to SEPCO’s
operating expenses from the latest available dats for FY 2024-25.

Based on inflation adjustments to SEPCO'S operating expenses from the latest available
provisional FY 2024-25 and 15% increase in Salaries & Allowances in. the FY 2025-26 to

2029 - 30.
The O8M per unit has been projected in the following major heads.

Pay and Allowances:

The pay and allowances inter alia include, salaries of regular and contract employees, wages
of daily wages, which includes all benefits such as house rent and acquisitions allowances,
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medical allowances and facilities, fres electricity and pension contribution, Considering the
impact of increase in salaries annual increment e.t.c. by the Govt: as per the finance bill.

Repair and Maintenance:
The repair and maintenance expenditures pertain to the Computers and Equipment’s,

Travelling Allowance:
The travelling expenses for daily movement from allied formation to all bank branched and
collect the scroll from banks and subrnit to MIS Directorate.

Transportation Charges:
The transportation charges include repair and maintenance of vehicles, POL and annual
renewal of registration fees.

Other Miscellaneous Expenditures:
Other miscellaneous expenditures, includes repair of furniture and office equipment,
stationery and Photostat charges, postage and telecommunications.

During hearing the Petitioner presented following projections for O&M cost during MYT
control period;

Allowed Tariff Contrel Perind Frojeeted
DESCRIPTION | 'L 202528 (4
szt Year Y-2 ¥-3 Y4 Y-5
{Interim)
BY 2025.26|PY 2026-27 | FY 2027-28 |FY 2028.29| PY 2029-30
[salaries & Ocher Benefits i 9,585 11,555 13,785 16,075 18,570
Ttos, 2 Bopelis 2389 7520 8272 2,053 19,769 11,610
Repalr and Maintenanse Ldd6 2,656 2987 3,024 3,139 3157
Tra o 452 560 644 709 244 781
Vehick Expenses 05 527 633 823 1,070 1,3%0
Other nses 400 1377 1,848 2077 2,609 3420
0 & M Cost 12,701 23,225 25,939 29,517 33,849 38,928
" locresse 5% 17% 14%h 15% 1586

During hearing petitioner presented following justifications for different heads of O&M
cost;
Salaries & Other Benefits; Increased based on GoP notified incxeases:
o Tor FY 2025-26; 10% Ad-hoc Relief Allowance &
o 30% DRA on Basic Pay of FY 2021-22.
o Annual Increment @ 5%.

Post Retirement Benefits: Increased cons1denng the GoP @ 10% notified by Increase),
worked out as per actuarial basis.

Repair & Maintenarice & Other Expenses: Increased in line with (1 + NCPI) due to
escalation in material & service costs and higher transportation and lodging costs.

- Traveling Expenses: Considering the operational movement & Recovery campaign,
increased @ 5%.

Vehicle Expenses: Increased based on (1 + Change in Fuel Rates ~ PSO) reflecting fuel
price variation linked with PSO rates.

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

8.12, The following heads of O&M expenses are bifurcated based on controllable and

9|Page

uncontrollable factors. Q‘- ;; e
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[Jncontrollable Cost:

v Pay & Allowances

v Post retirement benefits.

v Prime Minister Assistance Package.
v NEPRA Annual Licence fee.
v PITC fee

v WAPDA Insurance Charges on WAPS

v The 82% of share of uncontrollable cost in the control period.

Contrallable Cost:
v' POL, Stationery, R&M, Vehicle Maintenance, Office supplies, ete,

v" QOther Establishment Expenses.
v" The 18% of share of controllable cost in the control pexiod.

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

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

v (@) tariffs should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Taril"

v () tarif®s 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 investiments of comparable risk;

V' () tarif3 should allow licensees a rate of return wiich promotes continued reasonable
Investment in equipment and fcilities for improved and efficlent service;

V' (d) tarifs should include a mechanism to allow Heensees a benefit from and penalties
Lor failure to schieve the efficiencies in the cost of providing the service and the
quality of service;”

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

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

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

year.

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

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

Selaries, Wages and O enefits (excluding post-refivement benefits)

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

Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference during the MYT control period, the Authority hes taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the Petitioner subsequently in this regard, The Authority is of the
view that since the previous MYT of the Petitioner has ended on 30.06.2025, therefore, it
would be appropriate to account for the actual cost of the base year while projecting
Salaries, Wages and Other 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.6,478 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

) e
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relief allowance of 10% and DR allowance of 30%, along-mﬂm impact of annual increment
i.e, 5% have been incorporated thereon,

8.23. Accordingly, the cost of Salaries & Wages (excluding postretirement. benefits, discussed
separately), for both the Distribution and Supply Functions works out as Rs.7,404 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.

8.24, 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 @nd Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the cost of Salaries, Wages and other benefits (excluding postretirement
benefits) for the ¥F¥Y 2025-26 pertaining to the Supply functon works out as Rs.1,285
million.

8.25. The assessed Salaries & Wages costs for the FY 2025-26 amounting to Rs.1,285 million,
shall be considered as the reference cost for future adjustment/ indexation of Salaries &
Wages expenses, in the remaining tariff control period 4s per the mechanism specified in
the instant determination,

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

Additiongl Recruitment and Qutsonrein g

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

Post-Retirerent Bene
8.28, The Authority noted that the head of Post-retivement benefit includes employees’ pension,
free electricity and medical facility. The Authority also understands that employees of
XWDSICSOs are hired on Government pay scales, thus, any pension increase ﬂeﬂ‘ounced

Mgt
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by the Federal Government in the Budget is also applicable on the retired employees of
XWDISCCs.

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

“additional amount in the Fund, the Authority may consider to allow the same as PYA in

the subsequent adjustment request.

‘The operational performance of HESCO over the last three years has remained stagnant in
terms of recovery and T&D losses and remained well above the targets allowed by the
Authority.

In view of the aforementioned and keeping in view the request of the Petitioner, the
Authority has decided to allow post-retirement benefits for the FY 2025-26, keeping in
view the actual payments as per the Audited/ provisional accounts of the Petitioner for the
FY 2024-25, and the request of the Petitioner for the FY 2025-26. Accordingly, the cost of
post-retirement benefits being allowed to the Petitioners for the FY 2025-26, works out as
Rs.5,069 million, for both its distribution and Supply functions.

Since the Audited accounts of the Petitioner, do not providé bifurcation of post-retirement
benefits in terms of Distribution and Supply Functions, therefore, for the purpose of
allocation of total cost of post-retirement benefits in texms of Distribution and Supply
functions, the criteria as adopted by the Petitioner has been used. Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Distribution function works
out as Rs.862 million.

Repair & Maintenance Costs

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

In view of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.1,465 million under R&M head, for the
I'Y 2025-26, after incorporating the inflationary impact on the R&M cost as per the audited
accounts of the Petitioner for the FY 2024-25 for both the Distribution and Supply
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functions. The same is hereby allowed to the Petitioner for the FY 2025-26 for both its
distribution and Supply Functions. - '

Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in terms of Distribution and Supply Functions, therefore, for the purpose of allocation. of
total cost of R&M costs in terms of Distribution and Supply Functions, the criteria as
adopted by the Petidoner has been used. Accordingly, the cost of R&M for the FY 2025-
26 pertalning to the Supply function works out as Rs.73 million,

The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs,73 million, shall be
considered as the reference cost for working out future repair and maintenance expenses,
in the remaining control penod as per the adjustment mechanism prescribed in the instant

determination.

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

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 I‘EW.SE the R&M assessment of the
Petitioner, based on such disclosure/certification.

Other O&M Expensas

The Authority noted that as per the approved tariff methodology, all other operating
expenses are part of O&M costs which are to be assessed through NCPI-X formulae for the
tariff control period, Here it is pertinent to mention that the Petitioner itself has requested
that other O&M expenses, except vehicle running expenses, may be linked with CPI
during the entire tariff control period. Accordingly, for assessment of Other O&M costs
for the FY 2025-26, the Authority, keeping in view the cost as per the audited accounts of
the Petitioner for the FY 2024-25, and incorporating therein inflationary impact, has
decided to allow an amount of Rs.2,127 millon to the Petitioner for the FY 2025-26. The
said amount of Rs. 2,127 million is being allowed for both the Distribution and Supply of
Pawer function for the FY 2025-26. '

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other O&M
costs in terms of Distribution and Supply Functions, therefore, for the purpose of allocation
of total cost of other O&M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the FY 2025-26 pertaining to the Supply function works out as Rs.91 million,
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8.41. By considering the figures as per financial statement, the Authority has incorporated all
the costs including bill collection, building rent, NEPRA. fee, insurance cost, rent, rates &
taxes, end travelling, transportation ete.

8.42, The aforementoned 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-Transpoxt”, in line with the mechanism provided in the instant determination.

8.43. In case the Petitioner’s actual O&M cost {excluding pay & Allowances & post retirement
_ benefits) for the relevant year as per its audited accounts is lower than the amount allowed
for that year, any saving in this regard, shall be shared between consumers and the
Petitioner in the ratio of 50:50. For future indexation of O8&M cost during the MYT control
period, the lower of allowed Q&M cost or actual OXM cost of the previous year, after
excluding therefrom the capex nanure O8M and amount of Q&M capitalized, if any, and

pay & allowances & post-retirement benefits, shall be considered as reference.

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

FPMC Fee

8,45, H Hereit is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company (the
“PPMC"). DISCOs in support of their request referred to the SRO 1358-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 roadmap as per the NE
policy, The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from time to time, The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs.

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

8.47, 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 Autherity 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
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justifications submitted by the DISCOs regarding the declaration of PPMC as a “designated
entity” and its role in supporting policy, regulatory, and tariff matters, secter reforms,
privatization, CD management, and integrated power and energy planning.

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

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

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

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

Einance Cost

The Petitioner also included Rs.1,580 million as finance cost in its total revenue
requirement for the FY 2025-26, presented during the hearing,

The Authority understands that petitioner is allowed RoRB based on WACC model, which
also incorporates the cost of debt, thus, there is no requirement for allowing finance cost
separately to the Pedtioner. ’

Whether the requested/projected amonnt und ds of Oth come, Deprecations and
RORB based ot WACC of 14.299 is justified?

Depreciation, _
The Petitioner submitted that the depreciation of assets is recorded in accordance with the
accounting policy of the Company. The petitioner requested following amounts under the
head of Depreciation for its MYT control period;

Description  |FY 2025-26|¥Y 2026-27 |FY 2027-28{FY 2028-29|FY 2029-30
Depreciation 1,373 1,851 1,987 2,078 2,235

The Petioner submitted following justifications for requested amounts;
»  Depreciation is projected approx. 3.8% of total assets.

*  Depreciation is calculated on the basis of the value of existing Assets plus the addition
(provisional) in Assets during the period.

+ The assets are depreciated on straight line method as per utility practice ie.
+  RBuildings and Civil Works @ W

+  Plant and Machinery @ 3.5% L g‘
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+  Office Equipment and Mobile Plant @ 10% and Other Assets @ 10%

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 Authority in matter of
DIP of the Petitioner.

Rs. Min
| Provisional Capex| SEPGO |
FY 2025-26 4,924
FY 2026-27 6,851

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 Centexs, etc., the investment in this smart metering area can only be staxted 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. '

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

[Provisional T&D Loss | SEPCO |

FY 2025-26 ' 16.31%
FY 2026-27 16.31%

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

RevisedT&D Loss Target :

(Failure to submit stady) | ook O
FY 2025-26 : 8.10%
FY 2026-27 8.10%

The submitted T&D loss study by an independent thizrd-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
DI of the Petitioner, as the case may be.
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9.10. Notused
9.11. After taking into account the new investments as mentioned above, the Gross Fixed Assets
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9.14.
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in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation charge
for the F'Y 2025-26 has been assessed as Rs.1,817 million calculated on actual depreciation
rates for each category of Assets as per the Company policy, which will be considered as
reference cost for working out future depreciation expenses for the remaining tariff coritrol

 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.470 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.1,347 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
l?unctibns, 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 deprectation cost for the FY 2025-26 pertaining to the Supply function
works out as Rs.7 million. ' ' .

RORB
The Petitioner submissions regarding Regulatory Asset Base (RAB) are as under;
Average Rate of Return (ROR):
Average ROR is kept at 12.29% as cost of capital as per 1 year KIBOR.
Ke=RF + (RM -RF)xp
b =12.29+ (2% x 1.1)
The cost of debts ;kd = 14.25%
WACC = [ Ke x (E/V}] + [kd x (D/V)]
Where E/V and D/V are equity and debt ratio respectively taken as 30% & 70%

The Petitioner submitted that RORB is projected on the basis of 13.28% WACC on average
assets base of the company by incorporating the above adjustment the calculation of
WACC and RORB will be as under:
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Description Original Rate Reﬁseq Rate

(%) (%)

KIBOR 12,29 11.28

Speazed 2 2

WACC 14,29 13.28

Description FY 2025-26|FY 2026-27[FY 2027-28|FY 2028-29|FY 2029-30
Return on Rate Base 3,740 3,841 3,907 3,914 3,898

8.16.

9.17.

9.18,

0.15.

9.20.
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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,
medification 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 eacl licensee commensurate to that earned by other
investments of comparable risk;

(c) tarifiz should allow licensees a rate of return which promotes continied reasonable
investment in equipment and facilities for improved and efffcient service;

In line with the aforementdoned guidelines, the Authority allows DISCOs, 2 Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Similarly, for recovery of principal portion of debt, the Authority includes a depreciation
charge in the revenue requirement of DISCOs. '

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

Cost of Equity;
Ke =Rr+ (Ru-Re) x B
Where;

- Rris the risk free Rate

Rur is the Market Retun
fis Beta :

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

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

The Authority uses the Capital Asset Pricing Model (CAPM) for calculation of Return of
Equity (RoE) component of the WACC, being the most widely accepted model, which is
applied by regulatory agencies all over the world to estimate the cost of capital for
regulated 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.
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to compensate for the risk. This extra return or 'risk premium' is the difference between
market rate of return and risk-free rate, Generally, the return on stock market index is
taken as a measurce of market rate of return, To have an appropriate measure of the market
rate of return, the Authority analyzed KSE-100 Index return, over a period of 10 years i.e.
FY 2016 to FY 2025, Purther, return of different neighboring markets and other
international markets were also analyzed,

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

Based on the application of the above methedology 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
Aunthority 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 & 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
maintain parity, avoid undue volatility in allowed returns, and promote continued
investment in the distribution sector in terms of Section 31(3) of the NEPRA Act, the
Authority has exercised its regulatory discretion to allow a PKR-based RoE of 14.47% for

the Petitioner

Regarding the cost of debt, it is the interest rate on which a company would get borrowing
from the debt market / commercial banks i.e. a rate at which banks lend to their customers.
In order to have a fair evaluation of the cost of debt, the Authority has taken cost of debt
as 3 month’s KIBOR + 1.50% spread, as maximum cap. Consequently, the cost of debt has
been worked out as 12.64%i.e. 3 Months KIBOR of 11,14% as of July 02, 2025 plus a spread

of 1.50% (750 basis points).

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

Ke = 14.47%

The cost of debt is:
Kd =12.64%

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

WACC = ((14.47% x 30%) + (12.64% x 70%)) = 13.19%

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

under;
Mo
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Fixed Assels O/B 49,546 49,958
Addilion 410 15,273
Fixed Assels C/B 49,956 65,229
Deprecialion 24,564 26,382
Netf Fixed Assels 25,392 38,847
Capital WIP Cl8 45,795 36,063
Fixed Assels Inc. WiP 71,187 74,910
Less: Deferred Credils 7388 . 7175
Total 63,798 67,736
RAB 65,767
- WACGC 13.19%
RORB 8,674
9.27. The total amount of RoRB as worked out above has been aliocated in terms of Distribution

0.28.

9.29.

9.30.

9.31L
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and Supply Functions, as per the criteria adopted by the Petitioner itself, Accordingly, the
RORB for the ¥Y 2025-26 pertaining to the distribution function works out as Rs.14
million.

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

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

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

The Authority also understands that interest payment is an obligatory cash flow liability
unlike discredonary 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,
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resulting from cheaper financing by the Petitioner, If the Petitioner manages to negotate
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 annually, through PYA.

G come

The Petitioner submitted that Other income ingludes amortization of Deferred Credits,
Rental Income, Profit on Bank Deposit, Sale of Scrape & Misc, Income, The Petitioner
requested following amounts as other income for its MYT control period;

Description FY 2025-26|FY 2026-27|FY 2027-28{FY 2028-29|FY 2029-30
QOther Income -2,806 -2,946 -3,094 -3,08% -3,064

Other income js 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.2,806 million based on audited accounts of the Petitioner for FY
2024-25, including the amount of amortization of deferred credit but exclusive of the
amount of late payment charges (LPS).

The Authority in consistency with its earlier decision, on the issue, has not included the
amount of LPS while assessing the other income for the FY 2025-26. Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shall be offset against
the late payment invoices raised by CPPA (G) against xespective 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 consurners shall be made part of other income and
deducted from revenue requirement in the subsequent year.

The total amount of Other Income as worked out above has been allocated in terms of
Distribution and Supply Functions, as per the criteria adopted by the Petitioner itself.
Accordingly, Other Income for the FY 2025-26 pertaining to the Supply function works
out as Rs.238 million,

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

What will be adj ent mechanism for future in tion of different onents of
revenue requirement during the ‘Whether there should an .
Factor)?

The Petitioner requested following adjustment mechanism for MYT control period;

o>
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DESCRIFTION MYT ASSUMPTIONS
Qper, & Maintecnance
Salarics & Other Benelils {1+ GeP1l YER
Post Retr. Bonefits {1 + GoP Inuecasc)
. o {1+ NCPI)
Other Qporating Expenses As per App"::f:hori:y ofthe X Facwor § 016 copped to vhe actual expenses

Deprecivtlon (Actual Basts)
Retorn on RFAsset Base {Actwl Basts)
Less Other Income

{3 Monthy KIBOR + 296}
KIBOR Bi-Ainnually as per Decision Rule 4f7) of NEPRA {Banchmarks for TariT
Determinntion) Guidelines, 2008

Indexation of Q&M cost components
Indexation of Q&M cost components
10.2. Salarfes & 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 audited accounts of the Petitioner for the relevant year for its
existing, employees, as long as they remain in public sector. The impact of any such
adjustment would be allowed as part of PYA in the next indexation/ adjustment request or
tariff determination as the case may be.

Adjustment Mechanlym - Selaries, Wages & Other Benefits

Revised Salaries, Wages & Other Bonefits Expenses = Ref, Salaries, Wages & Other Benefits x [ 14(GoP Increase oz CPI)

The slewed Salarles, Wages & Other Benofits may be considerad as reference cost for future adjustment,

The Authority may consider to ollow GoP fnereass till the time the DISCOs remein in public sector, otherwise GBI
jindaxation may allowed if DISCOs get privatized.

The nliowed amount shall be actusllzed based on Auditcd accounts for the relovant year , considering the same as
unconrrollable cost on part of XWDISGOs,

10.3. Considering the fact that the Petitioner is obligated ta pay to its pensioners, the pension
" in¢reases announced by the Fedéral Government, theréfore, being an tin-controllable cost,

the Post-retirement Benefits would be actualized based on the audited accounts of the
Petitioner for the relevant year. The impact of any such adjustment would be allowed as

part of PYA in the next indexation/ adjustment request or tariff determination as the case

may be.
AdJustment Mechanism = Actual Post-retlroment Benefits payment
Revised Post-Retitemen: Benelits = ReF. Pots-retirement Bepelits x [ 14(GoP Inciease or CPIY

Tha otlowed Post-Retiremant Benela may be consideted as reference cost for unure odjustment.
I'ha Authority may censider to tllow GoP ncrease 13k the stme the DISCOs remaio in public sector, otberwise CPI

|indexation mey aowed if DISCOs gec privatbeed.

The sllowed amount shall be actualized based an Audited aecounts for the relevant year , consideziog the seme o2
uncanirollable coat ca part of XAYDISCOs. ] -

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

Vehicle running/Transportation expenses (Rev) =

(Ref) x {1 + (Transport index of NCPI}]) WID (q[

(Vehicle running/Transportation expenses

23| Page
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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 contro period. The Adjustment mechanism

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

‘Where

O &M (Rev) = Revised O8M Expense for the Current Year

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

A NCPI = Change in NCPI published by Pakistan Bureau of Statistics for the
month of December for the respective year. For O&M expenses,
other than vehicle running expenses, NCPI-General shall be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transport of Decembexr 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
out for the respective year after taking into account the amount of investment allowed for
that year as per the following mechanism:

Adjustment Mechanism - RoRB

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

The allowed RORE may be eonsiderad ps reference eost for future adjustment,

In addirion the allnwed RORD for previous year will be trued up based one actual investment (maximtum ¢ap to the extent of allowed
Investment}earded out during chat year, Further KIBOR fluctuztion en bl-annuat basit also subject to adjustment, Further Spread of

15095 s allowwed as maximum cap, In ease DISCOs rmanage co obtain financing on spread Jess than 1.53% the same shall be adjusted as
part of PYA.

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

In addidon, 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 investmenits. In case, the Petitioner ends up making higher investments than the
allowed {other than consumer financed investments), the same would be the Petitioner's
own commercial decision and would not be considered while truing up the RAB, unless
due to any regulatory decisions/interventions/approved plans for which the Petitioner
obtains prior approval of the Authority. In such case the Authority may also revise the
efficiency targets in terms of T&D losses ete, |

The Authority also understands that interest payment is an obligatory cash flow liability

unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petiioner, hence the Authority has decided to cover
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the risk of floating KIBOR, Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner. If the Petitioner manages to negotiate
a loan below 1.50% spread, the entire savings would be passed onto the consumers
annually, through PYA. In case of more than one loan, the saving with respect to the
spread would be worked out based on individuzl loans. In case, the spread is greater than
the allowed cap of 1.50%, additional ¢ost would be borne by the Petitioner itself. Similarly,
if the Petitioner’s total actual cost of debt remains lowex than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, 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) = Revised Gross Fixed Assets in Operation for the Current Year
GFAIO (Ref) = Reference Gross Fixed Assets in Operation for the Reference Year

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

Oth ome

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

Adfustmoent Mechanlm - Dther Income (OI)

~OT{ALowed Previous year) + [OXplwed for previous year) -
OI{Accual previow year)}

Ol(Revy

The aowed Other jncome may be censldered as roference cast for furure edjustment.
In addlon the allowed Other Incame for previous year will ba trued up hased on actuol Oher Incomae durinyg thac year,

Working Capital

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

251 Page

assessed as under;

calewlation 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 funiction has been
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Current Assets

[Trade debt (days of Revenue Reccivable) | 25|  007] 9,174 ]
Total Current Assets 9,174

Current Lizbilities

EPP From CPPA 4] 0.il 3,670
CPP From CPPA 34 0,08 6,043
‘T'ransmission 30 0.08 678
Distribution 30 0.08 1,990
Total Liabilities : 12,381
Net . (3,207)
Cost of debt Jocal 129
Working Cepital Cost {385}

13.3.  As reflected in the table above, The Petitioner's working capital requirement for the
Supply function has been assessed as negative Rs.3,207 million and cost working capital
requirement works ont as negative Rs.385 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 aforesaid working capital 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.

‘Workin g capital (Supply)

Revised cost of working capital = Working capital requirement as per given formula x Cost
of debt on aliowed 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 maximwm cap, subject to downward
adjustment at the end of each financial year,
Actualization of Previous year based on allowed revenue as PYA
s Current Assets
- Lower of 25 days receivables based on allowed revenue (including the impact of
allowed adjustments), OR Actual average Receivables for the Financial Year
(excluding opening receivables).
s Current Liabilities
- Payables pertaining to EPP & CPP based on average Number of days data to be
provided by CPPA-G.
- Transmission charges (30 days) & Dlstﬁbuuon Charges (30 days) or based on
contractual agréement, if any.
- Acmalization of the aforementioned heads shall be based on allowed costs after
accounting for the impacts of allowed adjustments.
¢«  Allheads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any. While actualizing these heads impact of working capital cost be

excluded.
- Amount retained by the Petitioner on account of Net metering settlement
- Any other amount retained by the Petitioner M{; Q%
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13.4. 3 Month KIBOR + 1% Spread as maximum cap subject to downward adjustment. For the
purpose of 3 - Month KIBOR, the actual weighted average KIBOR of finance cost incurred
by the Petitioner shall be considered, if any. Similarly, for the purpose of spread, actual
weighted average spread incurred by the Petitioner shall be considered, if any. In case actual
weighted average spread is lower than 1% cap, the same shall be adjusted downward only.
No upward adjustment of spread is allowed.

13.5. The Authority further notes that since the smount 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 iricome shall be adjusted as part of other

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

14.1. The Ministty 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 Electxic Power
Act, 1997 (the Act), read with Rule 17 of the NEPRA (Tariff Standards and Proceduxe) Rules,
1998, The uniform rebased tariff, once determined, is notified by the Federal Government
under Section 31(7) of the Act. The latest rebasing was notified on July 1, 2025, In
accordance with the NEPRA (Taziff Standards and Procedure} Rules, 1998 read with Part5
ol 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 minimwn filing requirements by January 31# of each year. The
submission is followed by Authority's internal meetings, public hearing, tariff determination
and notificadon by the Government, Keeping in view the rxecent annual tariff
determinations, the rebasing is notified by the Govexnment in the month of July, each year
with effect from 1« July, -

14.2. The Ministry further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the summer months. This increase in tariff coupled with 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 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 electxicity prices
throughout the year, The National Electricity Plan Strategic Directive 8 also stipulates that
the Repulator shall also revisit the "Guidelines for Determination of Consumer End Tariff
(Methodalogy and Pracess), 2015" ta enable alignment of schedule of regulatory proceedings
for planning activities and rate case & tariff determinations.

14.3. The Mol 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 proceedings. In this regaﬁ\it is

AT
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highlighted that NEPRA has already determined Power Purchase Price (PPP) references up
to June 2026, Projections for the remaining six months will be shared subsequently.

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

"NEFRA shall revise the annual tariff determination process timelines by amending the
relevant legal and regulatory framework (guidelines, rules and procedures) to ensure that
annual rebasing is notified with effect from January 19 of each year, after comp}eaon ofall

regulatory proceedings.”

SEPCO also vide letter 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 I January each year. The Authority has already
determined the Power Purchase Price (PPP) references up to June 2026, accordingly, it is
submitted that the references for the remaining period up to December 2026 may also be
determined, in line with the above-mentioned directives,

SEPCO further stated that it has already submitted its Multi-Year Tariff (MYT) Petition for
FY 2025-26 ra FY 2029-30 for determination and the decision of the Authority is awaited.
Meanwhile, an interim tariff for FY 2025-26 has been determined by the Authority in
response to HESCQ's request dated 29,05.2025,

SEPCO accordingly requested that the Authority to determine the consumer-end taxiff for
the period from July 1, 2026 to December 31, 2026 in accordan-_:e with the revised annual
rebasing timeline effective January 1, 2026, to ensure smooth and timely transition to the

revised rebasing schedule,

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

Description SEPCO
Salaries, Wages & Other Benefits | 4,313
Post Retirerment. Benefits 3,384
Other O & M Costs - 2,048
Depreciation 716
Return onRate Base 1,637
Turn Over Tax
Gross Distribution Margin | 12,098
Less: Other Income {1,403
WNet Distribution. Margm 10,695

The Authority has considered the gmdelmes issued by the Federal Government regarding
tariff rebasing to be made effective from 1+ January, instead of July each year, The Authority
is cognizant of the fact that rebasing of tariff effective July, if upward, coupled with high
consumption, leads to increase in overall electricity bills during summer months; thus,
adversely impacting DISCOs performance in terms of recoveries and losses, However, even
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with re-basing in fanuary, 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.

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

Pay & Allowances
Post Relirement Benefils
Repalr & Mainlainance
Traveling allowance
Vehicle maintenance
Other expenses
Q&M Cost (Mio. Rs} W
Depriclaticn
RORB
O.lncome
Wargin

14.11.Yor 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 rariff 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 2023,

14.12.The adjusted revenue requirement so worked out for the period from Jan, to Jun, 26 has
been clubbed together with the provisional revenue requirement determined for the period
from Jul. to Dec. 2026, to work out the overall revenue requirement of the Petitioner for the
period from January 2026 to December 2026, The Schedule of Taxiff (SoT) of the Petirioner
hasbeen designed accordingly. ' " S

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

for the FY 2026-27, q( Lol
~ L
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15.  Whether the requested PYA is justified?

15.1. The Petitioner requested following PYA in its Tariff petitdon;

Description Rs, In M
Un recovered Quarterly taxiff adjustment {4,940
Un recovered distribution margin 4,367
Prime Minister assistance Package 1,240
Un recovered Supplementary charges 113,878
1Turn over tax 1,126
TOTAL PYA 25,552
Recovery of Quarterly Adjustments

v' The Petitioner submitted that it has been allowed Quarterly Adjustments during 4¢ Qtr of
FY 2022-23, which were subsequently notified by Government of Pakistan. The recovery
period 6 Months for 4% Qir, the un recovered cost under / over has been calculated
amounting Rs, 4,940 Million for the Prior Year Adjustment,

Under-Recovered Distribution Margin (DM)
v The Petitioner submitted that it has been allowed Distribution Margin (DM) Amounting

Rs._l{j,402!-(l\eﬁllion)'for the FY 2023-24, Whereas actual recovery is amounting to Rs, 14,769
million.

PM Assistance Package

V" The Petitioner submitted that it has been allowed the PM Assistance package Amounting
Rs. 1,966 (Million} in the Annual Indexation for the FY 2024-25 under the head Prior Years
adjustment , whereas as the payment made amounting Rs, 726 (Million).

Late payment Surcharge

v' CPPA-G has issued the advices against Late Payment Surcharge for the FY 2024-25 (up to
March-2025) amounting to Rs. 15,004 Million whereas SEPCO has recovered from
copsumer amounting Rs. 1,126 Million from Jul-24 to Mar-25, the impact of under recovery
Amounting Rs. 13,878 Million in the PYA, -

Turn over Tax
v" The Actual payment made during the FY 2023-24 Amounting Rs. 151 (Million} & Rs. 975
(Million) for the FY 2024-25 (Jul-24 to Mar-25). :
15.2." The Petitioner reiterated its aforementioned requested PYA during hearing.

15.3. The Authority has analyzed the PYA workings provided by the Petitioner and also
obtained additional information in terms of categery wise sales data from PITC. Based on
. the available information, Authority’s decisions in terms of FCAs and Quarterly
adjustments for the relevant period, mechanism provided in the MYT determination, and
data provided by the Petitioner, the Authority has assessed the PYA of the Petitioner

under various heads as under;
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Description| |SEPCO
QTR 105
DM 1,210
PYA 628
Sales Mix -
True Ups -
2023-24 {1,922)

- 12024-25 3,440
Other Head (4,240)
Total {780)

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

1er there shoul nny fixed charge ;
extent of Transmission and Distribution charges or othereise

The petitioner during the hearing submitted that consumers of Net-metering rely on the
Grid both for backup supply during low or No Solar Generation and for Exporting Surplus
Energy. In the absence of Fixed Charges on exports, these consumers avoid contributing
to Grid Maintenance Costs, creating Cross-Subsidization where non-solar users bear
higher fixed costs. Increasing penetration of net-metering reduces DISCO revenue, leading
to inequity. Levying fixed charges on these consumers can contribute to fair and equitable
cost recovery across the system in NE Plan 2023-27.

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 utilitles operations.
" Comprehensive study on the impact of existing time-of-use (Tol)) tariff timings and
proposed measures for aligning demand with evolving load patterns

_»  Comprehensive assessment of the financial end technical impacts of distributed solar
photovoltaic (PV) integration on distribution utility operations and inffastructure

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

Here it is also pertinent to highlight that the Authority pursuant to Section 47 of the
NEPRA Act, elicited public opinion on the NEPRA. (Prosumer) Regulations, whereby,
changes in both the methodology and rate for the units being exported by a Distributed
Generator (DG), are being proposed. '

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

‘The petitioner submitted that requested recovery targets is firmly anchored in SEPCO's
vevified historical performance, which shows a consistent and demonstrable climb
from 56.5% in FY 2019-20 to 70.2% in FY 2024-25.

Billing Collection | % of
Year (Rs. In M) | (Rs. In M) [Collectio

FY 2019-20

47,867 27,050 57%

FY 202021 | o067 | 32,235 | 64%

FY2021-22 | o010 | 40315 | 64%

FY 2022-23 79,200 54,008 68%

FY2023-24 1 07630 | 72228 | 67%

FY 2024-25

98,181 68,882 70%

This established four-year upward trend provides a credible foundation for future
projections. The forecasted trajectory—rising to 70.2% in FY 2024-25, 85% in FY 2025-
26, and achieving a sustained 100% from FY 2026-27 onwards.

Consequently, the targets represent a data-driven and strategically supported pathway,
which is not only justified but imperative for the long-term viability and service delivery
of the distribution company. The projected Provision for Bad Debts estimated @ 5% of the
consumer sales for the control period considering the recovery target.
: . P iRs. Mo |
Description FY 2025-26FY 2026-27)FY 2027-28|FY 2028-29|FY 2029-30
Provision for Bad Dabts 5,619 6,061 6,568 7,004 7,796

Provision is made on the basis of aging formula approved by BoD SEPCO & agreed with
auditors. The main reasons for provision for bad debts is the low recavery due to worst
law and order situation in the jurisdiction of the company. Administration & Political
obligations don’t” allow to take severe action against the defaulters, Moreover,
disconnection creates law and order situation in the shape of road blockage and attacks on
SEPCO staff, Grid Srations & Offices. In view therefor, the Petitioner requested the
Authority to allow provision for bad debts projected for FY 2025-26 to FY 2029-30,

The Authority note that, historically, XWDISCOs have not been allowed any recovery loss
and tariff determination have been based on the assumptions of 100% recovery. While
write offs were allowed to certain XWDISCQs on provisional basis, subject to fulfillment
of the prescribed down critedda, but no XWDISCO was ultimately able to meet the said
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criteria write-off any amount, Consequently, the provisionally allowed amounts of write-
offs were adjusted back.

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

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

v Allowing of a recovery loss trajectory, effectively transfers the 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,

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

v Consequently, the Authority is legally obligated under Sections 7(2)(ia), 14A(5), and
31(1) of the NEPRA Act to align tariff determinations with the NE Plan and apply its
prescriptions uniformly to all DISCOs, If this pracrice of allowing recovery loss is
extended sector-wide, the projected annual burden would rise to Rs.270 billion,
potentially accumulating to Rs.1,500 billion over seven years. Such a development
would jeopardize the financial sustainability of the power sector and run contrary to
the goals of tariff rationalization and reform-based efficiency.

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

v It is the duty of the Authority while discharging its function of determining and
recommending tariff that: {a) the interests of the consumers and the companies
engaged in providing electric power services is duly protected in accordance with the
principles of transparency and impartality; and (b) it shall be guided by the NE Pohcy,

- the NE Plan and the guidelines of the Federal Government,

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

17.8. The Authéﬁty while deciding the MLR of the MoE and CPPA-G in the matter of KE'’s
MYT, also construed that since the MoE (PD) is actively pursuing privatization of other

it
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XWDISCOs, so the submissions made by the MoE (PD) in its Motions for net allowing any
up-front recovery loss, can be construed as a policy décision, meaning 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, SEPCO’s tariff is being
determined on the basis of 100% recovery target. SEPCO, 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 refevant year;

FY 2025-26( FY 2026-27| FY 2027-28| FY 2028-29| FY 2029-30
3.00% 2.50% 2.0006 1.50% 1.00%

Criteria for claiming actual write-offs

a, Actual write-offs, if any, against private consumers only, pertaining to billing made
during the curreat MYT period ie, FY 2026-30, after fulfiflment of the following
criteria subject to maximum cap as provided above. The claim shall be verified by third
parly/zuditor, based on the following criteria;

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

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

iii. The amount of write off shall be claimed against connections given as per CSM and
other applicable documents, duly supported by CNICs,

iv.  Write-offs against receivables of any Government entity / PSC shall not be allowed.

v. Petitioner’s BOD shall develop a write-off policy, in accordanceé with the
aforementioned criteria and submit it to the Authority- for its approval. The
Authority, may while granting approval alter, modify or add to the write-off policy,
in its sole discretion.

~vi.  Petitioner'’s BOD shall approve all write-off claims in accordance with the

Authority’s appraved write-off policy. The Petitioner’s BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authority’s approved write-off policy. The terms of references (TORs) for third
party / auditor verification of write-offs shall be prepared by Petitioner and shall be
approved by the Autherity. 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 the existing fixed charges applicable to different consumer categoties needs to

be revised and requires any changes in mechanism for chargm' ing of such charpes based on

ctual MDI or Sanctioned Load or o ise?
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pgmg any fixed charges?

The Pedtioner during the hearing submitted that Fixed charges per KW @ Sanctioned
load may be charged to domestic, agricultural, commercial and bulk consumers and half
the rate may be charged to none usage of electricity in any month for 6 months only.
After 6 months minimum Rs, 100/KW be charged. The load over and above sanctioned
may be regularized without charging the security deposit of extended load (only
domeslic consumers).

The Authority noted that earlier fixed charges were being levied at around Rs.400-
500/kW/month based on higher of 50% of sanctioned Joad or actual MDI for the month.
The rate was subsequently enhanced to Rs.2,000/kW/month vide decisions dated
14,06.2024, however, the Federal Government vide its Motion for uniform tariff dated
03.07.2024, requested to revised the same downward as Rs.1,250/kKW/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, censidering the
concerms raised by stakeholders, and prevailing economic challenges decided to restrict
fixed charges at Rs.1,250/kW/month.

The prime objective of revision in fixed charges and corresponding reduction in variable
charges is to incentivize consumers to increase their electricity consumption from national
grid, thus, 1ower1ng their overall effactve tariff,

Here it is also to be highlighted that the Authority has recently initiated the process of
notifying the NEPRA (Prosumer) Regulations, whereby, changes in both the methodology
and rate for the exported units are being proposed, These amendments, once approved,
may result in increased consumption from the Grid, consequently leading to higher
recovery of fixed costs, as part of variable charges. In view thereof, for the purpose of
instant determination, the Authority has decided to maintain the existing rate of fixed
charges for the consumers who are currently being charged fixed charges at Rs./kW/month
along-with the applicability mechanism. a0

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

gther the éche g designed on f-service basis or oth a7

‘The Petitioner submitted that the existing Tariff structure is based on NEPRA
determination and GoP Notified Tariff. The Cost of service in respect ofall Tarjff categories
worked out on FACOS (Fuily Allocated Cost of Service) Model on the basis of projected
Revenue requirement and Energy Received and Sale Nos. considering the NEPRA
Targeted Losses of 16.31%. Average Cost of Service worked out as Rs. 35.53 / Kwh,
however on the requested losses of 36% comes to Rs. 46.44/Kwh. NEPRA determined and
GoP rates are based on Subsidy / Cross subsidy, where as Cost of Service based Tariff
structure will increase / decrease existing taviff structore. The matter of Tariff design/
consumer end Tariff is policy matter, decided sfter detailed dehberation with all
stakeholders, example on next slide,

The submissions of all DISCOs regarding the applicability of-a cost-of-service (CoS) based
tariff structure have been analyzed. Multiple DISCOs HESCO, GEPCO, QESCO,

N ol
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HAZECO, and PESCQ explicitly referred to the NE Plan SD-82, 83 and 84, which call for
transitioning roward CoS-based tariffs to promote transparency, financial sustainability,
and equitable allocation of costs among consumer categozies. DISCOs in general have
supported CoS based tariff design, which would enhance transparency, and equitable cost
allocation among consumers in terms of actual costs they impose on the system.

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 Divective 067;
b. Residential consumers (below cost recovery) shall be cross subsidized by:

i. industrial & commercial consumers, pursuant to the Strategic Directive 084;
ii. other residential consumers {above cost recovery).

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

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

Whether there will be any claw back mechanism or not?

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

The Authoril.y is of the view that appropriate sharing mechanism for any sévings 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.

Order

In view of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26
along-with upfront indexation/adjustment and CY 2026, to the extent ofits Supply function

s

is'summarized as under;
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Units Received [Wk¥vh] 3,955
Uniis Sold [MKwh] 3,344
Units Lost kW) ' 652
Units Lost 1%] 16.31%
Energy Charge 32,325
Capacity Charga 65,055
Transmission Charge/ Market 8,251
Operator Fae
Power Purchase Price (Min. fis) 105,631
Wire Business Margin 23,853
Power Purchase Pnce with Wire .
Business - 129,284
Pay & Aillowances 1,285 1,228
Post Relirament Benefils 862 1,112

Repair & Malnlainance
Traveling allowance
Vehicle maintenance

Other expenses

D&M Gost [Mln. R3]

Depriciation

RORB

C.Income
Margin > [Min. Rs)
Prior Year Adjustment ' {tdln. Rs.]
Working Capltal IMin, Rs.]
Revenue Requirement P R 2,095 133,33
Average Tariff ' |Rs. W] % 49.98

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

223, The Petitioner is directed to follow the following time lines for submission of its future
indexation/adjustment during the MYT control period;
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The Petitioner is responsible to provide distxibution service within its service territory on
anon-discriminatory basis to all the consumers who meet the eligibility criteria laid down.
by the Authority and make its system available for operation by any other licensee,
consistent with applicable instructions established by the system operator.

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

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

The Petitioner shall follow the performance standards laid down by the Authority for
distibution and transmission of electric power, including safety, health and
environmental protection instructions lsmed by the Aur.honty or any Governmental
agency or Provincial Government;

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

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

The Petitioner shall compiy with, all the existing or future app]icablé Rules, Regulations,
orders of the Authority and other applicable documents as issued from time to time.

Summary of Direction
The Authority hereby directs the Petitioner;

To provide the reconciled date of sales mix for last 3 years with its reported revenue
~ as per audited financial statements.

To certlfy that no capex natire expenses recorded as part of O&M expenses

To provide comprehensive reconciliation of PYA allowed under different heads for at
Ieast last 3 years with the revenue reported in audited accounts.
el Y
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To provide year wise detail of amounts deposited in the Fund, amount withdrawn
along- with profit/interest earned thereon since creation of Fund each year.

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

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

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

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

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

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

AUTHORITY

Ounees Onee /.

Amina Ahmed Efigr. Magsood Anwar Xhan
Member _ Member
- ?
INDZ
Waseem Mukhtar
Chairman
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Annex-I

FUEL PRICE ADJUSTMENT MECHANISM

Actual variation in fuel cost component against the reference fuel cost component for the
cotresponding months will be determined according to the following formula

Fuel Price vaviation =  Actual Fuel Cost Component - Reference Fuel Cost Component

Where:
Fuel Price variation is the difference between actual and reference fuel cost component

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

Reference fuel cost component is the fuel cost component for the corresponding month
projected for the purpose of tariff determination;

The fuel price adjustinent deterinined 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.

fo



Annex-I-A

QUARTERLY ADJUSTMENT MECHANIS)]

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPP), excluding
Fuel Cost Component, against the reference Power Purchase Price component and the impact
of T&D losses on FCA, for the corresponding months and shall be determined according to the

following formula;

Quarterly PPP way=  PPPacowl din cost}-PPPikecovered) (exclud: nel cost
Where;

PPPiacush is the actual cost, excluding Fuel cost, invoiced by CPPA-G to XWDISCOs
and for energy pracured through bilateral contracts, adjusted for any cost disallowed
by the Authority.

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

Iinpact of T&D lasses on FCA

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

Where;

Monthly FCA allowed msaa is the FCA allowed by the Authority for the respective
months of the concerned period. .

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

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./XWh Quarterly adjustment.

4



Sukkur Electrlc Powor Company Limltad (SEPCO)
Estimatod Sales Revenue on the Basls of Now Tadff

Annex-li

Eyles “Batofl " Bajo Tanll F¥A 703 TolatVarkl
Description Flxad Varlable varlablo Vorlablo | Flesd | Flxed | Varsble
S i Chargoe Charge Tolal Fisad r.'hamo,Flm chaml Charge Antaunt chn:_q_n Charge l GCharge Charge
: Win, Rs, Min Ry, Vin Ry, RsJContM  ROAMIN RsJ®¥ih Filn, Ra, RAFXM RsfContN AW Refor
Rosldonilat
Fer peak lead reguirariend loss than S RW
r;_; Up e 50 Unzs - Lo Ling 145  d3s% f 5% 5584 . . w10 02 0.63 N . 307
L 51100 urs « Lifo bhna -] -t . 2ar7 2ar? . . an EL) 363 - - ELEN
L | or.an0ums pas| z3ae% B 38,559 29,559 - - 06T 801 0.5 . . FEE
Y| to1200unas 170]  505% - 8153 8,293 - - 40.53 103 081 - - [IRY
04100 Unds M . 5001 5,701 - - 4310 [ 0.83 - . 438
o] 1er2enu ) 5% . FAL 7.0 . . K485 141 (1) - - 52
2] 2is00unis 144 4am . B4 B4 - . 4469 9 LLE] - . 453
20400 Units & L 1% 254 2524 200 . 43,83 M 0.8y 200 - A
£01-508 Unis a| oen 15 1,224 1,390 00 - 4342 14 0.63 400 . 440!
501500 Unas 19| o58% 17 B35 248 800 - F18-1) 2 083 aca . 48
“|  sotTobUs tal oM " 558 560 L1} . L1/ [ 0.8 500 - 2
Abwye F00 Untis H| 124% 23 1,763 1,705 1.000 - 42,60 25 083 1,000 - 432
For paak i tequomenl reoetding § B
Timo el Usa (TOV) - Pank | AT 29 178 203 1000 - 4338 3 081 t,toa - Frx
o of Uso (TOU) « QI1-Pook 2| 05E% . 503 503 1,000 . A0.d 1% 0.8) 1,000 - e
Tempomsy Sonply a] __ouo% ] 0 0 2000 - AT.61 Q 0.63 2,000 - 402
‘Tolal Rexfdanilal 1951 SIA0% 12 21,108 B, 120 1,238 E .
Commuorelal - A2 .
[For peak Iead reqirement fetd than 5 W/ n[ 23% 1021 2520 3,541 1000 - azs9 49 0.63 1,000 - BT
For poak load requremenl crcacdng 5 KA ¢ .
Repulor 12)  D3S% [ 994 e - 1250 3328 ] 0.63 - 1250 "
Thevt o2 Uso (FOUT} - Penk 22| 067% - 230 520 . - 33386 ] 0.53 - . KL¥]
Timo o Use (TOU} - O Poak 128 3TN 9ig 2962 4510 - 1250 3148 a0 063 . 1,260 p1]
‘Tomparusy Supph o oo 1 18 17 K000 . &5.91 ] 0.03 5000 . ABE
Elotbic Vettelo Bhanplg Sleton o] ook - - . . . 412§ . 962 - - i1
Tolal Commarcial fAL] 7A1% 2428 F R 8,797 18
{Gonoral Sarvlens-A3 1 qe3 ] B.sE%] “nEl s 1,534 | 1,600 | - 3344 120 § 063 1,000 | M T
Ingusidak
m 18] 0s3% (5] 575 HI 1,000 . Az 1] .63 1,000 - 128
{1 Posk B 0.18% . 178 478 1,000 . a550 a 083 1,000 - 0.5
B ol Feak 50|  1.5i% 5353 1537 1,587 1,000 - 044 n 083 1,004 . 3k
n 4| 0t 18 114 130 - 1.250 20,81 2 083 . 1280 atd
02 - TOU (Pank) | 138% - 1643 1543 . - 823 a - 061 . . L1217
02 - TOU {Opeaky 265  EE44 1073 7442 2315 - 1250 2807 111 [ X:2] - 1250 87
B3 tolPey 10} 030% . ur MY - - 35.43 [ 0.63 - - hLY 4
£ - YO (OM-poax} 38]  1.45% 184 763 873 . 1,250 2053 24 0.83 - 1250 200
04 - TOU Paxk) 8 018Y% . 214 214 . . 35,03 4 053 - . .58
B4+ TOU {OI1-ponk) | oI 141 747 12 . 1250 2417 20 083 . 1350 FIE
Tampofory Supsly . . of 001% ' 16 1B 5,000 - 3748 [ 0.83 54000 . wadB1
Tatol Intdustifal 495 fde0% 2,258 13,600 16,887 4 .
Slapla Polnt Supply ) — i
C1{a) Supphy al A00 Vollatoss thon s KW R ] 139 143 2000 - 40,53 2 0.3 2,000 . 4181
1) Supply aL400 Vols-arseadiop § kW | 14w 141 1,045 1,188 . 1250 2142 2 023 - 1250]  zem
T o Usa {TOU) - Fogk 12 035% . 443 4Ha - - weT 7 083 . . 15
Timo of Lsa (FOU) - OIF-Peak s2] 1,854 148 2011 2557 - 3,250 252 30 1) . 1,250 EER ]
2 Supstral 1T3¥ 7] cE2% n w04 2 . 1,250 2812 5 0.53 - 1,250 .
‘Mo of Usc {TOL) « Pask 15]  Odé% - 515 BiS . - 172 [ 0.63 . . 423
Tim of Usa (TOAR - Olf-Pask 7| 234 %2 1042 230 . 1250 515 43 063 . 3250 250
£3 Supply abeve 31 KV 17| odoh o 583 672 . 1,250 2491 " .03 - 12450 355
Time of Usa (TOU} - Pask o] oM% . - - - - 4454 - [l k] - - 45Z
Time of Use (TOL) - O)-Peak o) ool . . . - 1250 J2E - 0.03 - 1,250 REE
. Total Single Polnl Supply 23 630% [T [XIE] 7,15 "
Agriculiural Tubg-wells - Torilf D
Soop 6| 0.18% - 2i0 240 . . FERT [] [X:3] . . 312
Tume of Usa [TOU} - Fagk 1 D00% - 12 32 . - 23,20 1 283 - - 124
Time of Usz {FO) - Oli-Fork o| o0z6% i* 244 280 - 400 20.12 [ 0.83 - A0 280
Aprieuthun) Viboswalis [ AT s 721 229 f il 41,03 1 063 - 400 He
Tiw of Usa {TOU) - Penk sl 0.5% - o =t - - 4433 E 0,69 - - 53
Timo of e (YOU) + Ot-Paak 37| 4104 £2 1328 1,452 - 450 37.30 23 0.83 N 40p 3.9
Yoral Agifendturat 63 1.9 104 2,305 2410 40
Pubee Lighteg - Yarif 6 - - . T T 5214 [H B85 n_ml 2000 - am.l 110 063 2,000 z I LTS
Resxdontiol Cofonics 1] oo [ I 28 530 2.000 - 307 4 063 2,000 A 33T
. 175 51%% 1% [ 6,510 m -
Pra-pald Supply Tadft
Rastdanitiol . A . P, L. 1,008 . 47.38 - 053 1.000
Commarcial - A2 . . . - - §250 3768 . .83 .
Gepasal Sendeos - A3 . . - . - 1,008 - 4541 - [ 143 1,068
Induatol . - N N . - 1,250 30 . 0.63 .
8lngle Palnl Supply - - - . . . 1,250 3452 - 053 -
deullure Tuba-weRs - Tadll D - . - - - - 400 ALRY - 0,63 -
Grand Total 3344 100% 5439 125,122 131,211 EREL)

Nato: Tho PYA 2025 cotumn shall coase lo olst altor Ono {@1) yeor of nolifieatlon of the Instant docTsTon,




LB ORI ELECHIICITTATI G B F
BOTRIC COWE € COM PAUE ISBE 0] S

LGB LYTARIFEE.

RESIDERTIALSSANAVI T

e o TAUIF CATRGONY J PARYICULARE e i VARLASLY CILARGES VAR Tortad Varlsble Rargu
MajCems 3| Kapawru Rafawh FafuaWn Rafitii
A a -] n p 2]
] whiFor Bunptlensd loodl losd ttao DA T
F] 1 Vp twBD Talle s Lifa Llav - 1.4 043 EEE]
" L1 160 Delus Lite Wor B Tl LY 1034
ul P01+ 104 Dalls . LX) .63 2]
- (L} 191 » 302 Yk . *4.53 [ ¥4 ] 41,17
L) €0 . 100 TakE . .13 a1 LiNE]
d o 191 360 Uulia - <551 .63 PLEY]
L n LLIRE ] . ey LET) 43a3
I wm 341400 Juns 200 an B8 Har
H = 401 80D Yalis a0 a4 4 44,05
i » EC1 - 800 Falts ™) LA H 0.83 a8
al £41 1 900 Sukts. [ AT o4 FEED
| | ol Akove T URHE 1,008 e 0.43 444
M{For Brnciland el 5 LR & Meovt : 3 : : : R i T
. . Fuk __OM-Teah Fink . Tuvk [
' Tims OF uw” 1,000 42,34 4284 0.6 £.52 Lapa | 4147
ol [Prere’d Realfaniiad Supzip Tastit 1,00 AT.08 0.83 anea |
! B

Ax par Ratheriz s Lorbilew sty probected rosbloptal goacmirs will be grim [ bene el son pavios dd,

Ad gt AthoriLy'p 1 ristwn, rmiduntiad Tife Lot cancumer will a
Vidit LUl A1, thurt shulibs mistmum miotkly pubem
esmsuna v If e anarcy resdmaid,

u) Minghs Yhaia Copnicthma

H Thean Yoars Cazoiel [baw

b gvim nny alib bl
l

L A T ORI BRI

Rh TEf par v pir vt
Ra. 1B3[s pur symimar pir macth

arem e 1pargy b gvnaemy , For cotensarss whoir oorclhly Fiagd eharpe mow Aypllenith, s clabomam thatgrn ahad] be sppllenili ab duad

R A TR ek

. rr FIKXD TOIEN Tolal Varta¥te Chargan
K=o W, TARIFY CATLCOKY | FARTICULARS ) s VARLABLE: CIARUXY
RafComi} | pajhwiu RajaWa Jarkus Rafi@h
lr_ A i Y — T (3
[Vor Batetlonrd Taid laas Voan B K& oo 33.80 L5 [rELY
3)]For Wascttamed lnd 6 437 & shove 1480 LR 263 5
- Taek | o Pl Fok | - Pk | Oif-Park
ol Thwa 0 sy - 1,280 _9924 FINLA Y] DL3 2059 Pk
Tyl M P | 4 I A3 84
m marttil fu 380 | [ EY | Xx) 1 ETET

RO T ST R S U RN R BT 0

Whuim | Eard Shrrghy wrt gz et 207 WFaleath, tht phippie ohadl b Ll Tt #0 2TH 2 pabilin vl Liwd e drtued HES B0 ik 1 maath wided vrat b kighin,

HEy

T RS AT e Y A AP AN D LR

Enits, YARTT GATECORY § FARTICTLARE. Lt FiXLD VARLATE TrA202 Talal Varlsbty Chuigue
i . BadGons 0 | RugaiM Bafiva Jufie Fa M
- A [} -] [*] Gl
—-l] ET_EM ryites ) 1 FTAT 1) FIT)
H ey pered Barnlefw FarlfT 3,000 P | 1 FET I B.t3 [] 0.7

Whirs Flaad Chirgar bra rpplireile Ko JRWTA N pth, Ukn abar oo sall ba BUSE Yol v A5 % af ssncton i taad o Actuud KU1 For by evvnth whish gvar b Bigher,

P e L R e T R L L e T o e v T

" TYATOI Tt Yerbd 1o Clargen

[T TAMIFT CAYAGOAY } PARTICTLARS m Jﬁ':&'}.- VARIADLE CILAROES

FafCansfat | Bopawyy Rajuoh Fusharh FaluWn

A L] [ a Fbim
Bl |Upo 33 W (it 400)220 Veils) (] . A 0.4l a1m
W3] |ancerdiog 35500 LW A 400 Vala] B nLas .l L] AL
o ©F Tt Ty T Teas ey [THT Tark Tf Faade

RN EPIEE LT 1,000 3150 bt o83 e 13 el
2ap]  [acreding 800 WM 11400 Vill} . 1200 z8a% 2007 o83 L) e 0.1
m3 | |Fer Al Eandu g te 200N 0L 103 AY) - 1,239 ETRL] 20.63 -1 L9 | e Lyt LIRS
ne  |perat] prudaiet 66,132 kv cbunt L 1am | Jn03 2637 g4 | saal___ gueyl P
Pl Yatd Tudust eld #ogaip Tt . [ g AL .83 3334
Woarn Fiaid Rhaeg, " ! tha chargen nbhall he bRIRA Bured nm 5% of avocthannd basd or Azymnd LDE Far thy mowth which wnir b Bighes

SR L) B ] =":ij-f";u7;‘ujth-ﬂi— 3
i) Laitimlble Lemat=ca)
-L’S'rrfslh} Ak i R
3 [t TOED FPERD TYAINE Total VirkidIn Charpay
sl TARFY CATZCONY § RARITETLAY oze VARIABLY CHARDES N . N
P f Cona Juf | Mafwwjud el Ped it Rai bW
A ) ) ] ]
-1 (Tor auppdp nn ADDJ230 Yolla B
a](eenetloged hiad loss than & R 2,500 .53 el 4L85
S W[ Raactingrd lued 3 LW & up e BOO RAY . 3,220 741 LXX] LT
e [ Foe suzply ot 13,20 k¥ up Lo and Enlading G050 bW - 1434 .13 043 2ATH
&30 [Yor capplr ot B4 WV & wbavy wnd eanetlened toad shans E000 WY - haze ETLTY te3 ass
[aTL] fask Tk O Pk T amfizaek
G [] B v Ly G20 YW . 113 sanf e [ [35] 1 314
i ing €000 VR . 1330 AL 514 081 51 4313 I57%
m ol o 1y Ao W . 1,389 rre FFR 0,83 .43 4937 32,89
1,930 3483 o8 L]
mnd Leed or Aruil Mo) for Lok manth which svir b Mpher, .

Fage j ol



rinh it SCHEDULE OR ELEOT (I CATY. TARIRE,
PO Uftﬁﬁ:;‘hr.gb'ﬁﬂcb"a RGO

2 S SRR

Sl

A

e AT '{)'{r ':i '%‘f"
B

i
ot}

o yieen N rYadma Teta? Vartuhfe Charge
drkm TARITY CATECGRY | FARTICVLANE v vyt VARLARLE CARGEN

B f Cora FM [ Wajdorjor Wafk¥n FafuWb. 1 /h%h

r ! ] ! 5]
BAl)  |WCARE bras then A LT . - i8] B3 EER )
82 [a]  JAgicallcrd Tulbs Wil . Lo Ap02 X1 £].64

Yeuk Qif-Faslr TFeile it Taak Tk alf ey

(eI} (BCARE DWW & abova . e W03 ETET [X3] LX) 3063 ETET]
g o] _IAg)eal |5 RO e 3 400 ‘(a I_ug [ X1 A6 =} 2084
|H"hkl ' Apl & Py 1 404 ALYy LX) Az8)

Kb (hln LurT, s nbdl b onlolaces Reathiy elorp
Wulap Th C02UDAEE Baving stasllaned 3oad foer than 8 5% coo wpt fut TOF @ituiog.

a HaSQ0g]- oy cunsd maf it nsath, dbvm U w62 EEF b cosoemuds

AT

3% N TARITF CATEGONY | FANTISVLARE rxen Foeo rraime Ttd Vartudle Charzer
Roftona s | Baphwyn Ra[hVE TrivTn Rafhtih
A ] L ] E2C1D
R-lin  [Susldentlal Juppty 2,000 4%.01 X1 ELET
By |Cemmireinl STy LE- ) 1001 - 4603 A
|kz__ lindustris) wepsr 2.0 a1as 56} 1.3)

L% ef mbrvagt bndwsbstul el

B bak and yuan

5%

TarkH-p e miumars wiil have Lo apli oo be coovnl 1o Ragohs ToliPand wles yorna T optiol €0 ba aiareteed ot Eha Lnow w70 orw

[0} PUDEIC BT It COLR LT 1A

S E R

iy

A

o it the g

wribs prard i 004 sxarcii # ) Ubr apilsn ramaln bn forot Tar ot

Praii i

ST
roaD FIXED FYAGLIE Talad Vbl Chages
L] TARLT EATCOORY IARTI:IT.MI.! & WARLALLE CILAROER
Aafeasetu] wopwwyn FaliTu Fafieh melaan
A L a L € E-CrD
2000, PR anay

- ARirapt bl

yoap TYA g8 ok ¥ulabls Charpr
FT8- 7% TAWTY CATRGOHY | FARTICULANE e ey VAMIANLE CELANOES
o fCasafMW | Rujuivf1l Relkwh Rafhwh AW
A ] [ [ =)
L1 3,050.00. ERT ] .53 FERTE

a.
tauas Lu Al alar Dan

1 YELF of Rouneniies af Tha lactant dicliiom

Pogs 2 ol 2

Iy



.B.NJ.HJ\ /m

OO AT MY (IR0 PUE BISAAE 5 LGS MIU U3 STAUR "ITRA [RPURUTE 1 JO INNDICFON] 150 €3 NH1IU0D HRtm SIADIDE MIUSL S PUR SO0 1Tt I3 YIno ssed 51 ddd IR PILIER LY

TES ST 305's 9Lt STUE 1 6ErDT BIZIL £66°01 0E5°0T SSUgL - PSEDT (B | E8TS 5513 U "5 Ul ded (130
 TSZ 8 6% [ T €8 516 06 (713 262 958 569 123 Tie o500
550°55 3" s S7E'S FLE] 8599 89E°9 SEG'S E8S'S FEX SYZ'9 GLL'E BALE Apecal
9TT 5 i3 851 B2t 6ot o0 502 5t F33 7 T3 73 W30 SRENTA
6oL 0E LT 50T TG T Gla3 95V'C 33 Tage £65E 592 GELT BT0T D TCoUGAWI0D 190D nd
20vtra TL95°0E | 220508 DRLETT BEELTT 0SPTEC T SEISTL SEECDL YLe0ZE GEBEGE BRSTOE THOTEE - AT 778 Ul 2dd 16304
5590 AT WIRT EETR oS L TTEE T 59181 SIOE T (B I SITTE . - | £097T EEGA 3500
IESLIL LTEEQL 6L 898C5T - TRITET [ 9EITZT EESO T SBLFEL EEELOL e - |16 TeCtor Lo
PEED TIZEe 61650 L7 0 SER0 EEE 0 €207 0 [ SLL70 [= ZE5E0 T36E0 T16EQ W80 SRERTA
A 5508 TS GE5TL SEavL RSO L EIE0L EETAL Fi3s] NS ZEehC - .| LEELd PEEE 0L AU a3 @
—mnm.m (7R3 ._ 7EC | vLE [ | £37 LB¥ Bty 1 ¥y £E { w2t | TsT t L5t | {tm0) S00EG Ag pateping Siun|
[wer -1 sos@ [ se#dN | sewo | oeds | oz L szoar | S 5g40v | SCtW | Seqe3  t suerf [

Al-Xauuy

Sn



Annex-V

TERMS AND CONDITIONS OF TARIFF
{(FOR SUPPLY OF ELECTRIC POWER TO CONSUMERS BY LICENSEES)
PART-1

GENERAL DEFINTTIONS

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

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

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

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

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

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

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

Provided also that consumers having alternate/ dual source Ze. captive power, net
metering etc. the existing mechanism of fixed chatges shall remain the same Le. the
25% of the sanctioned load or actual maximum demand recorded in a month,

whichever is higher.

5. “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 k¥Wh consumed by the consumer during a
billing period,

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

1|Page
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10,

11,

12.
13.

14.
15.
16,

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

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

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

Peak and Off Peak hours for the application of Time Of Use (TOU) Tariff shall be the
following time pexiods in a day:

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

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

“Supply”, means the supply for single-phase/three-phase applisnces 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.

“Consumer” as defined in NEPRA Act.

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

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

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

i,

2|Page

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

The Company shall ensuze that bills are delivered to consumers at least seven days
before the due date. If any bill is not paid by the consumer in full within the due date,
a Late Payment Surcharge (LPS) of 5% may be levied for next three (03} days after the
due date and thereafter 10% 1PS may be charged on the amount billed excluding
Govt. taxes and duties etc. In case bill is not served at least seven days before the due
date then late payment surcharge will be levied after 7% day from the date of delivery
of bill,

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

In the case of two-part tariff average Power Factor of a consumer at the point of
supply shall not be less than 90%. In the event of the said Power factor falling below
90%, the consumer shall pay a penalty of two percent increase in the fixed charges
determined with reference to maximum demand during the month corresponding to
one percent decrease in the power factor below 90%. .
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PART-I
(Definitions and Conditions for supply of power specific to each consumer category)
A-1  RESIDENTIAL
Definition
"Life Line Consumer” means those residential consuners having single phase electric
connection with a sanctioned load up to 1 kW,

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

“Protected consumers" mean Non-ToU residential consumers consuming < 200 kWh
per month consistently for the past 6 months.

Residential Non-ToU consumers not falling under the protected category would be
categorized under "Un-protected consumer category”.

1. This Tariff is applicable for supply to;
i) Residences,
ii) Places of worship,

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

3. All new consumers having sanctioned load 5 kW and above shall be provided T.O.U
metexing arrangement and shall be billed on the basis of tariff A-1(b) as set out in. the
Schedule of Tariff.

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

A-2  COMMERCIAL

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

i) Shops/Tlower Nurseries/Cold Storage

if} - Hotels, Hostels and Restaurants,

i), Petrol Pumps and Service Stations,

iv) Compressed Natural Gas filling stations,

v) Private Hospitals/Clinics/Dispensaries,

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

vii)  Guest Houses/Rest Houses,

viit) Office of Lawyezs, Solicitors, Law Associates and Consultants etc,
ix) Elactric Vehicle Charging Stations (EVCS)

2. Electric Vehicle Charging Stations shall be billed under A-2(d) tariff i.e. Rs/kWh for

peak and off-peak hours. For the time being, the tariff design is with zero fixed
. S ER R&-G .
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charges, however, in fiuture 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" 1o Electric

Vehicle shall prayide charging service to Electric Vehicles as per the applicable tari

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

positive or negative shall not be applicable on EVCS,

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

5. Al existing consumers under tariff A-2 having sanctioned load 5 XKW and above shall
be billed on A-2(b) tariff till such time that they are provided T.0.U metexing
arrangement; thereafter such consurners shall be billed on T.O.U tariff A-2(c).

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

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

i Approved religious and charitable institutions

ii. Government and Semi-Government offices and Institutions

i, - Government Hospitals and dispensaries

iv, - Educational institutions

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

meant for the irrigation or reclamation of Agriculture land.
Consumers under General Services {A-3) shall be billed on single—ﬁan kWh rate ie,
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 industxy.

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

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

1) Powltry Farms
o if) Fish Hatchexies, 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 undex Tariff-F, and he
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undertzkes to abide by the terms and conditions of Taxiff-F and pays the difference of
security deposit rates previously deposited and those applicable to tariff-F at the dme
of acceptance of option for seasonal taxiff, Seasonal tariff will be applicable from the
date of commencement of the season, as specified by the customers at the time of
submitting the option for Tariff-F. Tariff-F consumers will have the option to convert
to corresponding Regular Industrial Tariff category and vice versa, This option can be
exercised at the time of obtaining a new connection or at the beginning of the season.
Once exercised, the option will remain in force for at least one year.

B-1 SUPPLY AT 400 VOLTS THREEPHASE AND/OR 230 VOLTS SINGLE PHASE
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
undcr a Single-Part KWh rate, However, B-1 consurmers 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.O.U metering arrangement and shall be billed under tariff B1{b).

B-2  SUPPLY AT 400 VOLTS

1. This tariff is apphcable for supp].y to Industries havmg sanctioned load of more than
25 kW up to and including 500 kW.

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

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

B-3 SUPPLY AT 11 kV AND 33kV

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 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
préportionate to load. 'While allowing extension in load, the DISCOs shall ensure that
no additional line losses are incurred and additional loss, if any, shall be borne by the

respective consumers.

3. 1f for any reason, the meter reading date of a consumer is altered and the
acceleration/retardation in the date is up to 4 days, no notice shall be taken of this
acceleration or retardation. But if the date is accelerated or retarded by more than 4
days, the fixed charges shall be assessed on proportionate basis for the actual number
of days beeween the date of the old reading and the new reading.
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4. The supply under this Tariff shall not be available to a prospective consumer unless he
provides, to the satisfaction and approval of the Company, his own Transformer,
Circuit Breakers and other necessary equipment as part of the dedicated distribution
system for receiving and controlling the supply, or, alternatively pays to the Company
for all apparatus and equipment if so provided and installed by the Company. The
recovery of the cost of service connection shall be regulated by the Eligibility Criteria
laid down by the Authority read with Consumer Service Manual (CSM).

5. All B-3 Industria} Consumers shall be billed on the basis of T.0.U tariff given in the
Schedule of Tariff,

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

1. This tariff is applicable for supply to Industies for all loads of more than SMW
receiving supply at 66 kV; 132 kV and above and also for Industries having load of
5MW or below who opt to receive supply at 66 KV ar 132 kV and above.

2. 1f, for any reason, the meter rcading date of a conmsumer 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 ig accelerated or retarded by more than 4
days, the fixed charges shall be assessed on proportionare basis for the actual number
of days between the date of the old reading and the new reading,

3. If the Grid Station required for provision of supply falls within the purview of the
~ dedicated system under the Eligibflity Critetia laid down by the Authority read with
“CSM, the supply under this Tariff shall not be available to such a prospective
constrer 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 mecessary equipment and apparatus as part of the dedicated
distribution system for receiving and contrelling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other
necessary équipment znd apparatus if so provided and msta]led by the Company. The
recovery of cost of service connection shall be regulated b)r Eligibility Cntena laid
down by the Authority read with CSM.

4. All B-4 Industrial Consumers shall be billed on the basis of two-paxt T.O.U tariff.
C - . BULKSUPPLY

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

Gene_ral Conditions

if, for any reasom, the meter reading date of a2 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 moré than 4
days the fixed charges shall be assessed on proportionate basis for actual number of
days between the date of old reading and the new reading.

C-I  SUPPLY AT 400/230 VOLTS

6|Page -
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1. This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 kW,

2. Consumers having sanctioned load less than 5 kW shall be billed on single-part XWh
rate i.e. C-I(a) tariff.

3. All new consumers having sanctioned load 5 KW and above shall be provided T.O.U
' metering arrangement and shall be billed on the basis of Time-of-Use (T.0.U) tariff C-
1{c) given in the Schedule of Tariff.

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

C-2 SUPPLYATI1kV AND33LkV

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

2. The consumers may be allowed extension of load beyond 5MW upto 7.5MW from the
DISCO's owned grid staton 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
propoxtionate to load. However, only such consumers be allowed extension of load
beyond 5MW upto 7.5MW.whose connection is at least three (3) years old. While
allowing extension in load, the DISCOs shall ensure that no additional line losses are
mncurred and additional lass, if any, shall be borne by the respective consumers,

3. The supply under this Tariff shall not be available to a prospective conswmer 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 controlting the supply, o, 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 corinection shall be regulated by the Eligibility Cntena
laid down by the Authority read with CSM.

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

5. Dxisting consumexs governed by this tayiff shall be provided with T.0.U metering
amrangement and converted to C-2(b).

C-3 SUPPLY AT 66 kV AND ABOVE

1. This tayiff is applicable to constumers having sanctioned load of more t.han 5000 kW
veceiving supply at 66 kV and above. -

2. If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Criteria laid down by the Authority read with
CSM, the supply under this Tariff shall not be available to such a prospective
consumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Cireuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution systern for reccmng'and conrolling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit Breakers and other

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

3. Emsnng consurmners governed by this tariff shall be prowded with T.0.U metering
arrangement and converted to C-3(b).

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

D AGRICULTURAL SUPPLY

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

Special Conditions of Supply
1. This tariff shall apply to:
i) Reclamation and Drainage Operation under Salinity Control and Reclamation
Projects (SCARP):
ii) Bona fide forests, agricultural tube-wells and lift izrigation pumps for the
irrigation of agricultural land,
iti} 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 comsumer is altered and the
acceleration/retardation in the date is up to 4 days, no notice shall be taken of this
accéleration 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 o}d 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 avaﬂable to consumer using pumps for the
irrigation of parks, meadows, gardens, orchards, attached 10 and forming part of the
residential, commercial or industrial premises in which case the corresponding Tariff
-1, A-2 or Industrial Taxiff B-1, B-2 shall be respectively applicable.

D-1

1. This tariff is applicable to all Reclamation and Drainage Operation pumping under
SCARP related installation,

2, Consumers having sanctioned load less than 5 kW shall be billed on single-part kWh
rate i.¢. D-1(a) tariff given in the Schedule of Tariff,

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

D-1(b) given-in the Schedule of Tariff.
‘ - "‘.a ‘ *
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4. All the existing consumers baving 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
SCARY related installations,

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

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

4. Al the existing consumers having sanctioned load 5 KW and above shall be provided
1.0.U metering arrangements and shall be governed by D-2(a) till that time.

E-1 TEMPORARY RESIDENTIAL/COMMERCIAT SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporarily on special occasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring cinemas and: persons engaged in construction of
house/buildings/plazas of single phase loads. A temporary electric power supply
conniection for the construction shall be provided by Distribution company initially
fot a'period of si% 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 pericd for provision of temporary
connection. The temporary connection for illumination, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremonies, civil
or military functions etc., testing of industrial equipment or any other emergent
requitement ‘of temporary mature, can be provided for specific. ime period not
exceeding two weeks, The sancHoning officer shall ensure that the temporary
connection will be ntilized for temporary purpose only

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

2. Ordinarily the supply undex this Tariff shall not be given by the Company without
first obtaining security equal to the anticipated supply charges and other
mlscellaneous 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 the respective definitions of “Industrial Supply”, during
thé construction phase prior to the commercial operat:lon of the Industrial concern.

SPECIAL CONDITIONS OF SUPPLY

1. Ordmanly the supply under this Tariff shall not be given by the Company without
first obtaining security equal to the anticipated supply charges and- other
miscellaneous charges for the period of temporary supply. .

l t""n“ 1 q
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Normally, temporary connections shall be allowed for a period of 3 months, which
may be extended on three manths basis subject to clearance of cutstanding dues.

SEASONAL INDUSTRIAL SUPPLY

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

Definitions
“Year” means ary penod comprising twelve consecutive months.

1.

All “Definitions” and- “Special Conditions of Supply” as laid down under the
corresponding Industrial Tariffs shall also form part of this Tariff so far as they may be
relevant,

Special__Condiﬁon's of Supply

1,
2,

This tariff is applicable to seasonal industry.

Fixed Charges per kilowatt pei 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,

10]Page

The condition for recovery of Fixed Charges for a minimum period of six months shall
not, however, apply to the seasonal industries, which are connected to the Company’s
Supply System for the first tme 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 Tariff and vice versa. This option can be
exercised at the time of obtaining a new connection or at the beginning of the season.
Once exer(:lsed the opnon ‘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 consumer at the time of getting connection, for which
the supply is given. In case, however, a consumer requires runmning the non-seasonal
part of his load {e.g.; lights, fans, tube-wells, etc.) throughout the year, he shall have
to bring out separate circuits for such load so as to enable installation of separate
meters for each type of load and charging the. same at the relevant Tariff.

Where a “Seasonal Supply” consumer does not come forward to have his seasonal
industry re-connected with the Company's Supply Systena in any ensuing season, the
service line and equipment belonging to the Company and installed at his premises
shall he 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. Fowevyer, at least ten clear days notice in writing under registered post
shall he nécessqry to be given to the consumer before removal of service line and

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

System,
G PUBLIC LIGHTING SUPPLY

“Public Lighting Supply” means the supply for the purpose of illuminating public
lamps. The supply under this tariff shall also be applicable for lamps used in publie
playgrounds and public parks.
Definitions
“Month" means a calendar month or a part thereof in excess of 15 days.

Special Conditions of Supply

The supply under this Tariff shall be used exclusively for pubhc lighting msta]lcd
on roads or premises used by General Public. '

H RESIDENTIAL COLONIES ATTACHED TO INDUSTRIES

This taxiff is ﬁpp}.icahle for one-point supply to residential colonies attached to the
* industrial supply consumers having their own distribution facilities.

Dcﬁml:lons

“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 theix factory premises for a load of 5 Kilowatts
arid above. The purpose is further distribution to various persons residing in the
attached residential colonies and also for perimeter lighting in the attached
residential colonies. ' S

“General and Domestic. Consumption”, for the puipose of this Tariff, means
consumption for lamps, fans, domestic applications, including heated, coakers,
radiators, ait-conditioners, refrigerators and domestic tube-wells. -

“Residential Colony” attached to the Industrial Supply Consumer, means a group
of houses annexed with the factory premises constructed solely for residential
purpose of the bonafide employees of the factory, the establishment or the factory
OWILEYS OI Partners, ete..

Special Conditions of Supply

The supply under this Tariff shall not be a\}ailable to persons who meet part of
their requirernents from a separate source of supply at their premises,

TARCTION

Supply under this tanff means supply of power in bulk to Raﬂways for Railway
Traction only.

1Il{Page -
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. National Electric Power Regulatory Authority
E‘}%’% Islamic Republic of Pakistan
pu

4,
3;;3% ¢ . NEPRA Tower, Attaturk Avenue (East), G-5/1, Istamabad.

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

. No. NEPRA/R/ADG(Tarify TRE-100/CPPAGI({ F-3— 76 January 07, 2026

Subject:  Decision of the Authoritv in the matter of request filed by Central Power Purchasing
Agencyv (Guarantee) Limited (CPPA-G) for Approval of Power Purchase Price Forecast
for the CY 2026 i.e. January 2026 to December 2026

Dear Sir,

Please find enclosed herewith the subject Determination of the Authority alongwith Annexure I, II
& III (total 33 Pages) in the matter of Petition filed by Central Power Purchasing Agency (Guarantee)
Limited (CPPA-G) for Approval of Power Purchase Price Forecast for the CY 2026 i.e. January 2026 to

December 2026.

2, . The instant Decision of the Authority alongwith Annex I, Il & [I] attached to the Decision, is
intimated to the Federa! Government for filing of uniform tariff application in terms of section 31 of the
Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997, The instant Decision
alongwith Annex-1, H & [I1 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,
| Qi S

Enclosure: As above
(Wasim Anwar Bhinder)

Secretary,

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

Islamabad

Copy to:

I. Secretary, Ministry of Finance, *Q’ Block, Pak Secretariat, Istamabad

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, Fazi-e-Haq Road, Islamabad
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Power Purchase Price Forecast for CY 2026

6.

10.

The Ministry of Energy (Power Division) (MoE-PD) vide letter dated 18.08.2025,
submitted that the Authority determines the consumer-end tariff for XWDISCOs and X-
Electric in accordance with Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (the NEPRA Act), read with Rule 17 of the
NEPRA (Tariff Standards and Procedure) Rules, 1998 and the uniform rebased tariff, once
determined by the Authority, is notified by the Federal Government under Section 31(7) of
the NEPRA Act, It was further submitted that the latest rebasing was notified on July 1,
2025. In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 yead
with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2015, the Distribution Companies (DISCQs) are required to initiate
the tariff determination process by submitting their minimum filing requirements by
January 31* of each year. The submission is followed by internal deliberation by the
Authority, public hearing, tariff determination and subsequent notification by the Federal
Government. In view of the established tariff determination cycle recent annual tariff
determinations, the rebasing of consumer-end tariff is notified by the Federal Government
in the month of July, with effect from I*t July each year, -

The Ministry further submitted that, in practice, the incidence of higher (FCAs)and annual
tariff rebasing coinciding during the summer menths 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 Iower
electricity consumption, such as winters months, thereby enabling smoother absorption of
tariff variations and contributing greater stability in consumer bills over the year, Strategic
Directive 8 of the National Electricity Plan (NE Plan), which envisages, that the Regulator
shall also xevisit the *Guidelines for Determinadon of Consumer End Tariff (Methodology
and Process), 2015" to enable alignment of regulatory proceedings for planning activities
and schedule ofrate case and tariff determinations.

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

In light of above and in exercise of its powers under Section 31 of the NEPRA Act, the
Federal Government issued the following policy guidelines for implementation by NEPRA;
NEPRA shall revise the annual tariff determination process timelines by amending the

relevanr legal and regulatory framework (guidelines, rules and procedures) to ensure
that annual rebasing iz notified with effect fiom January ¥ of each year, after

completion of all regulatory proceedings.
Pursuant to the above, and in order to give effect to the rebasing w.e.f. January 2026,
CPPA-G was directed vide letter dated 07.10.2025 to submit the (PPP) forecast for
Calendar Year (CY) 2026 (January-December 2026)
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Power Purchase Price 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:
&,  What is the basis of demand forecast for DISCOs under different scenarios?

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

¢ Which is the optimal achievable power purchase price scenario for rebasing of
consumer end tariff for the period from 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
CEC CPPA-G, zlong-with its technical and financial teams. The hearing was also
attended by representatives of the Ministry of Energy (MoE), including the Additional
Secretary, MD PPMC, ISMO, NGC, as well as other stakeholders, members of the general
public and representatives of the media, ‘

CPPA-G presented its case before the Authority and submitted that, in light of the policy
guidelines approved by the Federal Cabinet, the annual rebasing of DISCO's/SOLR is
proposed to be aligned with Calendar year instead of Fiscal year. Consequently, the
Authority, vide dated 7% QOctober 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 consultaion with the
relevant stakeholders, it prepared and submitted the PPP forecast report for consideration

of the Authority.
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19.3. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electricity consumption trends. Based on historical elasticity
estimates and GDP projections by IMF, economic growth is expected to result in a
carresponding increase in electricity demand, ranging from 1% to 2.5%. These projections
form the basis for the normal and high demand scenarios sed in this analysis, The
detailed demand assumptions for XW-DISCOs and K-Electric are presented in the tables
below:

ol NN, ST e gL SRR T W

LJamaned

Jan-26 7,014 7,118
Feb-26 . 5503 5,990 ’
Mar-26 7,203 7,310

Apr-26 9,270 9,408

May-26 11,517 11,688

Jun-26 12,630 12,817

Jul-26 12,309 12,939

Aug-26 12,799 12,989
- Sept-26 11,499 11,669

Oc-26" " | - 19,281 9419

Nov+26 ) 6816 [ 5917

Jan-26 758 777
Feb-26 732 71
Mar26 %66 | %
Apr-26 950 974
May26 | 1072 | 1008
Jun-26 Lia 1214
Jul-26 1265 1,296
Aug26 1265 2%
e N 7 W B VT
026 |* 1079 1108
‘Nov2s | 967 992
Dec26 777 797

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

20.4.

20.5.

20.6.

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

Fuel Prices
With regards to the fisel 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 ensire 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 Assumptinns

Imp Imp Imp
Coal Coal Ceal Thar

Yeéars | Gas | Breat | APL-4 | 1613 | a4 | ©° | ryo fag““ HSD
R;,?L?{ §/Barrel| $/MTon| $/MTon| $/MToa ] $/MTon | §/MTon Rs;f:ﬂ' Rs/Litre
Jan-26 | 1.225 67 84.6 58 307 | 186 461 5209 | 276.81

TFeh-26 | 1,225 67 84.6 58 | 207 18.6 461 5209 | 27681
Mer-26 | 1,225 67 84.6 58 30.7 18.6 461 ‘5209 | 276.81-
Apr-26 | 1,225 67 84.6 - 58 30.7 18.6 461 5209 | 276.81
| May-26 | 1,225 67 84.6 58 30.7 18.6 451 5209 | 276.81
Jun-26 | 1,225 | 67 B4.6 58 | 307 18.6 461 5209 | 276,81
Jul-26 1,225 67 - 84.6 58 0.7 18.6 461 3470 | 276.81
Aug-26 | 1,225 67 84.6 58 30.7 18.6 461 3470 276.81
Sept-26 | 1,225 &7 “84.6 58 an.7 18,6 461 o470 | 27681
Oct-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 276.81
MNov-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 27681
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, a 5%
escalation in Ruel prices, including imported coal, RLNG, and RFO, above the baseline
assumptions has been incorporated into the analysis. The scenario with low fusl 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, USS. inflation, and domestic inflation. The inflatton data for the
United States and Pakistan has been sourced from the IMF's World Economic Outlook
report. To estimate KIBOR and SOFR, appropriate spreads have been applied in line with
historical trends and prevailing market dynamics. -
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Qther Assumptions;
20.12. CPPA-G submitted that the following additional assumptions have been applied in the
preparation of PPP references for CY 2026.

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

* RLNG Offtake: The mandatory 50% offtake under contractual obligations for
RLNG has been assumed in this dispatch plan.
* RLNG and RFO Projections: These are based on assumed demand scenarios.

However, actual fuel demand may vary depending on real-time system
conditions and ‘will be managed in accordance with prevailing contractual

agreaments.

» Renewahle Energy Generation; Assumed based on the previous year's energy
profile, ' X '

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

* Tuel Source Assumptions: HSRPEL, PQEPC, CPHGCL, JPCL, and LERCL are
assumed to operate exclusively on imported coal,

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

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

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

& BT AR

Sold ta BISCOS GWh 125,822 125,822 127,815 125,822 125,822
MIn Rs 999,469 1,024,508 1,023,006 1,031,652 567,288
Focl Cort ReJKWVE 7.54 8.14 8.00 ) 7.69
§ Min Rty 50,106 5(,001 51,245 50,106 50,106
Vartblz O%AL Re./kWh 090 041 0.40 040 0.40
: = . jalaRs 1,974,602 2,022,158 L.974,602 1,974,602 15796502
Copacy Clarges Re/K\Vh 1569 1607 1545 156 1569
] Min Ry 30uAT7 3,097.663 3,048,853 1,056,360 2,991,591

[Pover Purchasy Price (Hxc, Trins R /iVE 2401 2402 YT 23,27

Transmission + MOF Clurges | RSJKWh 191 o1 148 191

D) 5 J
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22, What methcdo!ogx. hag been"g;ic.pted for_allocation. of genergtion (GWhs) to DISCOs
along with power purchase price cost?

22,1, CPPA-G submitted that, the actual monthly consumption pattern of DISCO's at the
132kV level, as observed during the immediately preceding period, has been maintained
across all the scenarios. The Authority in its determination for SPA registration has
mentoned the allocation of capacity on the basis of coincidental MDI initially, prior to
transition to allocation factors. CPPA-G submitted that the implementaton of the said
mechanism remains contingent upon the Authority’s determination in the matter of
petition filed by NGC and accordingly, the actual allocation wends would be available
once the MSP (NGC) would start providing data in accordance with the determiziation.

22.2. In view of the above, the allocation of CPP to DISCOs continue on non-coincidental
basis. For this, the latest MDI data for the CY 2025 have been used for allocation of CPP
among DISCOs, During hearing, no DISCO objected either to the criteria or the proposed
quantum of energy allocated to each DISCO by CPPA-G.

23.  Various stakeholders submitted their comments in the matter, A summary of relevant
comments is as under: -

~¥" Mr, Rehan Javed, 2 comnientator, expressed reservations regarding the accuracy and
reliability of the data presented by CPPA-G. He submitted that, during the recent
quazterly adjustment hearing for XWDISCOs for the first quarter of FY 2025-26, the
actual demand reported was Jower 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 radonalized. Additionally, he inquired about the rationale for the B2
industzial tariff being lower than the B3 industrial taxiff,

v Mr. Tanveer Barry, a commentator, noted that according to CPPA-G’s submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/kWh,
while the highest stands at Rs.26.53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contracts, In response, CPPA-G clarified
that the impact of these renegotiations had already been incorporated during the
previous rebasing, wherein the PPP decreased from Rs.27.00/KWh in FY 2024-25 to
Rs.25.98/kWh in FY 2035-26. '

' Mr. Barry further submitted that electricity demand is unlikely to increase in the
future due to high tariffs, increasing conswmer shift toward solar solutions, and the

continued closure of industrial units,

¥ Mr. Aamir Sheikh, a commentator, submitted that in the previous rebasing exercise,
an exchange rate of PKR: 290/USD had been used, as it aligned with the rate

B







2.,

30.

3L

32,

33.

34,

35.

Decision af the Authority in the matter of
Power Purchase Price Forecust for C¥ 2026

The Authority notes that vide its decision dated 23.06,2025, a demand growth assumption
of 2.8% bas been approved for the period up to June 2026, However, based on the actual
data reported up to October 2025, the Authority observes that the projected growth has
not materialized fo 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 projectin g the PPP for CY 2026, the
Authority considers the demand growth of 1% as projected by CPPA-G, to be reasonable
for the present determinadion.

The Authority observes that other cridcal 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 patity 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 apainst U.S. dotlar, cost in local currency
increases, potentially leading to higher electricity prices for consumers, therefore,
accurate assessment of PKR/ USD as far as possible, is ane of the most crucial elements of
PPP forecast.

CPPA-G presented multiple exchange rate scenarios in its PPP projections, ranging
between Rs.290/USD to Rs.300/USD and Rs.300/USD to Rs.310/USD, based on historical
trends and forward-looking assumptions, While such analysis provides nseful sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making 2 more
rationale projection. CPPA-G also vide email dated 06.01.2026, realized this fact and
submitted revised PPP projection under Scenario-I by revisiting the exchange rate
forecast as well as KIBOR.

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

Regarding fuel prices for both imported as well as local fuels, the Authority considers the
projections made by CPPA-G under normal fuel price scenario are satisfactory, keeping
in view the reports and data relied upon by CPPA-G, while making such projections.

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

In view of the discussion made in the praceding 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-TT

FUEL PRICE ADJUSTMENT MECHANISM

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

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

Where:

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

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

Reference fuel cost component is the fuel cost component for the corresponding month
projected for the purpose of tariff determination;

The fuel price adjustment determined by the Authority shall be shown separately in the bill of the
consumer and the billing impact shall be worked out on the basis of consumption by the consumer

in the respective month.
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