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

NOTIFICATION

S.R.0. 51(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. 383(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 Tribal Areas Electricity Supply Company (TESCO), is substituted
with the final tariff dated 12 January, §026, intimated by the Authority, based on
uniform tariff determined by the Authority in terms of sub-section (4) of section 31,
both of which the Federal Government is pleased to notify as Annex-A-1, Annex-B-
1, Annex-A, Annex-B in terms of sub-section 7 of section 31 of the Act. Provided that
any modification in the targeted subsidy shall accordingly be reflected in the
applicable variable charge specified in Annex-A-1, Annex-B-1 from time to time.

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

This notification shall come into force on and from the 1%t day of January, 2026.
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

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

Registrar

No. NEPRA/R/ADG(Trf)/TRF-100/ /&6 4’ ~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 (T CT) READ WITH THE RULE 17 OF NEPRA (T ES ARDS

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

Subject:

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

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

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

Enclosure: As above

(Wasnm Anwar Bhinder)

Secretary,

Ministry of Energy (Power Division),

‘A’ Block, Pak Secretariat,

Islamabad
opy to:
Secretary, Mr. Shehriyar Abbasi,
Ministry of Finance, Deputy Secretary
Q' Block, Pak Secretariat, Cabinet Division,
Islamabad Cabinel Secretariat, [slamabad
Secretary, Seceretary,
Energy Department, Energy Department,
Government of Punjab, Government of Sindh,

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

3" Fioor, State Life Building No. 3, Opposite CM
l{ouse, Dr. Zai-ud-din Ahmad Road, Karachi

Secretary,
Energy and Power Department,

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

Sccretary,

Energy Departmenit,
Government of Balochistan,
Civil Secretariat, Zarghoon Road,
Qhetta

Secretary,
Water & Power,

Governiment of Gilgit Baltistan,
Near Kara Kuram Intetnational Univermty,

Gilgit

Chief Executive Officer A
Centra] Power Purchasing Agency Guarantee
Limited (CPPA-G), Shaheen Plaza, 73-West,

" 1 Fazlze<Haq Road,
: !sfam‘ab_ad
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Chief Executive Officer, Hazara Electric Supply -
Company (HAZECQ), 426:’A PMA Link Road,
Jinnahabad Abbottabad _

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

SEPCO Headquarters, Otd Thermal Power
Station, Sukkur

Chief Executive Officer,

K-Electric Limited (IKEL),

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

Defence Housing Authority, Karachi

Chief Executive Qfficer,

. Hyderabad Electric Supply Company Ltd. (HESCQ),
WAPDA Water Wing Complex, Hussainabad,

Hyderabad

Chief Bxecutive Officer,

Tribal Areas Electric Supply Company Ltd,
(TESCQ), 213-WAPDA House, Shami Road, Sakhi
Chashima, Peshawar.

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

-Peshawar

Chief Executive Officer,

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

Islamabad

Chief Executive Officer,

Faisalabad Electric Supply Company Ltd. (FESCO),
Abduliahpur, Canal Bank Road, :

Faisalabad

Chief Executive Officer, ]
Gujranwala Electric Power Company Ltd.
(GEPCO}, 565/A, Model Town G.T. Road,
Gujranwala

Chief Executive Offi icer,
Lahore Electric Supply Company Ltd. (LESCO),

22-A,Queen’s Road, Lahore

Chief Executive Officer,

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

Chief Executive Officer,
Quetta Electric. Supply Company Ltd, (QESCO),
14-A Zarghoon Road, Quetta
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g Decision of the Authority regardmg motion filed by Federal Government under
' Section 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tariff standards
and procedure) Rules, 1998 with respect to recommendation of Consumer end tariff

(" Elctnptan kb LR

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

Authority, for CY 2026, is reproduced hereunder;
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The said decisions were intimated to the Federal Government, for filing of the uniform tariff

application, in terms of section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (hereinafter, “the Act”), The Federal Government was
also requested to notify these decisions in terms of Section 31 of the NEPRA Act, whlle

notifying the uniform tariff application decision of the 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 K-Electric for the CY 2026,
under section 7 & 31 of the Act, read with Rule 17 of the NEPRA Tariff (Standards and

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

The MoE (PD) in its Motion stated that National Electricity Policy, 2021 (hereinafter, “the
Policy”) approved by the Council of Common Interests, provides under Clause 5.6.1 that the
financial sustainability of the sector is premised on the recovery of full cost of service, to the
extent feasible, through an efficient tariff structure, which ensures sufficient liquidity in the
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sector' and under Clause 5.6.4 stites that in due ¢ourse, financial self-sustainability will

eliminate the need for Government subsidies {except for any subsidies for lifeline, industry or
agriculture consumers, as per prevailing Government considerations). The Policy further states

that in view of various parameters, including (a) the socio-economic objectives; {b) budgetary

targets in field; and (c) recommendations of the Regulator with respect to consumer-end tariff
for each State-Owmned Distribution company, the Government may continue to propose

uniform taxiff across the consumers and regions. In pursuance thereto, the Regulator shall, in
consumer interest, determine a uniform tariff (inclusive of quarterly adjustments) for all the

State-Owned Distribution companies. '

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

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

It has further been stated that inter-distribution companies’ tariff rationalization is not aimed at
raising any revenues for the Federal Government, as it is within the determined revenue
requirements of the XWDISCOs conéolidated 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 01.01.2028, to the extent of modification of existing rates notified
via SRO,1157 to 1167 (I)/2025 dated 01.07.2025, read in conformity with earlier issued
applicable notifications.

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

11,

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

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

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

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

proposals as under;

a. = Approve the uniform tarff 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 es "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 modified from time to time.
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Decision of the Authorlty regarding motion filed by Federal Government under
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16.

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

of Motion filed by the MoE (PD).

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

The MoE (PD) during the hearing reiterated its submissions made in the Motion and also
presented briefly on' tariff mechanism and how each component of the tariff -is adjusted
through periodic adjustments such as FCA, QTA and annual adjustment/indexations. It
submitted that base tariff is an indicative tariff and the consumers pay the delta between the
base 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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i | Net-Meterlng Solar | 6,532 MW
| Off-Grld Solar 12,629 MW

17. The MoE (PD) further stated that total revenue requirement of XWDISCOs for the CY 2026, as
determined by NEPRA, has decreased by Rs.142 billion, as compared to FY 2023-26, 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/kKWh,
however, the reduction in tariff has been eaten up by change in sales mix, as the quantum of
subsidized consumers has increased exponentially from 9.5 million consumers in FY 2022 to
20.71 million consumers, as of June 2025. With this shift, the consumption for such subsidized
consumers has also increased from 8,527 MKWhs in FY 2020-21 to 19,711 MKWhs as of June
2025, as mentioned below;

LU
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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). Written comments were also received from Mr. Rehan Javed, an
industrial user from Karachi. A summary of the written comments from the commentators are

as under; :
v Selective and Discriminatory Application of Base Tariff Reduction
The recently approved PKR 0.62 per unit reduction in base tariff has not been passed on to

industrial consumers. This selective withholding is unjustified and discriminatory, When
l:_»ase costs decline, relief must flow uniformly.

v’ Excessive and Unsus tainable Industrial Cross-Subsidy

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

‘growth reflects a policy contradiction.
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v" Misuse of Uniform Tariff Concept
Uniform tariff is being used to conceal inefficiencies rather than correct them. Costs are
being socialized upward through industrial tariffs instead of addressing DISCO

inefficiencies.
v Structurally Flawed Industrial Tariff 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, 133 and B4 categories discourages efficient

demand behavior.

v Penalization. of Higher Voltige Consumers
Higher voltage B3, B4 consumers are charged equal or higher tariffs despite imposing lower
system costs through reduced losses and infrastructure use. This violates cost-of-service
principles, discourages efficiency, and perpetuates higher system losses,

v Absence of Demand-Side Strategy
Despite surplus capacity and rising capacity payments, there is no credible strategy to sell

electricity as a product. Tariff design suppresses demand and accelerates grid exit. Without
correction, grid hollowing will continue.

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

v 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.

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

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

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

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

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

The MoE (PD) provided its written response on the comments subnutted 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 growth of behind-the-meter solar and net metering has altered electricity
demand patterns, creating a gap between available generation capacity and grid-based
demand. To address this imbalance, multiple demand-stimulation initiatives are being

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

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

31 Tariff - (4) Subfect to sub-sections (2) and (3), the Authority shall, on the basis of uniform
tariff application, determine a2 uniform tariff for public sector licensees, engaged in supply of
electric power to consumers, In the consumer’s interest.

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

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

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

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

Here it is pertinent to mention that the MoE (PD) has submitted to apply the tariff for both
XWDISCOs and K-Electric consumers w.ef. 01.01.2026, The Authority understands that
NEPRA 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 thail_: tariffs should
allow licensee the recdvery'of‘any and all costs prudently incurred to meet the demonstrated
needs of their ¢ustomers, it would be appropriate to charge the tariff with effect from 1%
]'anuary for the relevant yéar. The Authonty thus, agrees with the Tequest of the MoE (PD) to

appl)r the tariff w.e.f. 01.01.2026.




Sectlon 7 and 31 of NEPRA Act 1997 read with Rule 17 of NEPRA (Tarlff standards

N

I f
%"&qmg Docivion of the Authority regarding motion Bled by Federal Government under
Lt and procedure) Rules, 1998 with respect to recommendation of Consumer end tariff

The Federal Government while notifying the instant decision, shall also notify the individual
decisions of the Authority issued in the matter of each XWDISCQ along-with decision of
Power Purchase Price (PPP) forecast for the CY 2026, dated 07.01.2026.
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Annex-G

GoP Applicable Schedule of Tariff for K-Electric Consumers

em—eeemem GoP  Applicable Uniform ---~----= -

Fixed Charges| Fixed Charges | Variable Charges
SRR (Re/Con/M) | (Ra/kW/M) |  (Rs/KWE)
I.e;‘\'!*’.z.s"“ ,_lffi;ﬁf FER
A-] General Supply Tariff - Resideatial
Upto 50 Units (Lifeline) - - 3.95
50-100 Units (Lifelina} - - 7.74
1-100 units {Protected) - - 10.54
101-200 units (Protected) - - 13.01
1-100 units - - 2244
101-200 units - - 2891
201-300 units - - 33.10
301-400 units 200 - 37.59
401-500 units 400 - 40.20
501-600 units 600 - 41,62
601-700 units 800 - 42,76
Above 700 units 1,000 - 47.69
Time of Use :
Peak 1,000 - 46.85
Off-Peak - 40.53
E-1 {i) Temporary Residential 2,000 - 57.94
A-2 General Supply Tariff - Commercial
For sanctioned load less than SkW 1,000 - 37.44
Tor sanctioned load 5kW & Above - 1,250 39,76
Peak - - - 43.82
Off-Peak - 1,250 35.15
E-1 {ii) Tempotary Commerclal 5,000 - 53.44
Eleceric Yehicle Charging Station (EVCS) - - 23.57
[A3 General Services [ 1,000 | - 4248 |
B - Industrial Supply Tadff
* IB-1 less than 5kW / 25 kW (at 400/230 voits) 1,000 - 30.80
Peak 1,000 - 3674
Off-Peak - - 30.05
B-~2 5-500 kW / 25-500 kW (at 400 vohs) - 1,250 30.73
. Peak - - 36.68
* Off-Peak - 1,250 2741
B-3 for all loads upta 500kW (al: 11, 33kV) - 1,250 31,00
Peak - - 35.68
~ Off-Peak - 1,250 2824
B-4 for all loads {at 66kV, 132kV and above) - 1,250 3043
Peak - - 36.68
Off-Peak - 1,250 27.96
B-5 for all loads (a¢ 220KV & above)}
Peak - - | 36.68
" Off-Peak - 1,250 27.13
E-2 {i} Temporary Industrial 5,000 - 42,35



Annex-C

[ GoP Applicable Schedule of Tariff for K-Electrlc Consumers ]
+-e—--e=s~ GoP Applicable Uniform -~--—---- -
Fixed Charges| Fixed Charges | Variable Charges
(Rs/Con/M) | (Re/KW/M) (Rs./kWh}
C - Bulk Supply Tariff
G-1 For supply ac 400/230 Volts
a) Sanctloned load less than 5KW 2,000 - 43,39
b) Sanctioned load SkW and upto S00kW - 1,250 40.53
Peak - - 4631 |
OR-Peak ) - - 1,250 3754
-2 For supply at 11,33kV upto and 1nctud.1ng SOOOkW - 1,250 40.57
Peak - - 46.31
Off-Peak - 1,250 36.03
C-3 For supply at 132 kV and above upto and including 5000w - 1,250 40.77
Peak - - 46.31
Off-Peak - 1,250 35.76
E-2 ([f) Temporary Bulk Supply
(a) ac 400Volts 5,000 - 46,06
{b)ar L1kY 5.000 - 46.05
D - Agriculture Tariff -
D-1 For all loads - 400 28,90
I>-2 For all loads - Time of Use ' :
Peak - - 2954
OPF-Peak - - 400 2B.69
-t * .sub-total -
G- Pl.lb].lc Id&lgg .
ISt:reet L:ghr.ing )1 2,000 | -] 4291 |
H— Res{dendal Colunies N\,
ﬁ{esidenti'al Colonigs attached to Industrial Premises 1t 2,000 | - 42,10 |

Note: T The uniform GoP applicable rate (or prepaid metering category mentloned in Annex-A-1 would also be apphcable toK-

*Blectric prepeid consumers,




National Electric Power Regulatory Authority

Islamic Republic of Pakistan
N_

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

No. NEPRA/TRF-632/TESCO-Distribution/2025/ 21 5 — 25 January 07, 2026

SUBJECT: DETERMINATION QF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY TRIBAL AREAS ELECTRICITY SUPPLY COMPANY LIMITED
(TESCO) 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 36 pages).

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

Authority.
Enclosure: As above mw W
(Wasim Anwar Bhinder)

Secretary

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

Copy to:

1. Becretary, Ministry of Finance, ‘Q’ Block, Pak Secretariat, [slamabad

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

3, Secretary, Energy and Power Department, Government of Khyber Pakhtunkhwa, First Fioor, A-
Block, Abdul Wali Khan Multiplex, Civil Secrefariat, Peshawar

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

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

6. Chief Executive Officer, Tribal Areas Eleciric Supply Company Limited (TESCQO), Reom No. 213,
{¥ Floor, WAPDA House, Shami Road, Sakhi Chashma, Peshawar

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



2 Determination of the Authority fa the matter of MYT Petition
%‘E’P of TESCO for Distribution of Power Tariff under the MYT Regime

National Electric Power Regulatory Authority
(NEPRA)

PETITION NO: NEPRA/TRT-632/TESCO/MYT- Distribution/2025

DETERMINATION OF DISTRIBUTION OF POWER TARTFF PETITION
FOR
TRIBAL AREAS ELECTRICITY SUPPLY COMPANY LIMITED (TESCO)
FOR THE FY 2025-26 ~ FY 2029-30
UNDER
NEPRA TARIFF (STANDARDS AND PROCEDURE) RULES - 1998

Islamabad
W e
(\su ey O g6
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Determination of the Auckority in the matter of MYT Petition

%‘.@E} of TESCO for Distribution of Power TarifFundar che MYT Regime
Abbreviations .

CpGenGap The summation of the capacity cost in respect of all G}IJGencos for a billing period

minus the amount of liquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Antomatic Meter Reading

BoD Board of Director

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

CDP Commeon Delivery Point

COSS Cost of Service Study

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

CY Calander Year (Jan, to Dec.)

DIIP Distribution Company Integrated Investment Plan
DISCO Distribution Company

DM Distribution Margin

Dor Distribution of Power

ELR- Energy Loss Reduction

ERC Energy Regulatory Commission

ERP Enterprise resource planning

FCA - Tuel Charges Adjustment

Y 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 Kile Volt

kW Kilo Watt

-kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU 'One million British Thermal Units

MoWP Ministry of Water and Power - ~ "

2|Page
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Determination of the Authority In the matter of MYT Petition

%{%ﬁ:’é of TESCO for Distribution of Power TarifFunder the MYT Regime
MVA Mega Volt Amp

MW Mega Watt

NIPRA National Electric Power Regulatory Authority

NOC Network Operation Centre

NTDC National Transmission & Despatch Company

O8M Operation and Maintenance

OGRA Qil and Gas Regulatory Authority

TESCO TRIBAL AREAS Electricity Supply Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Rural Electrification

RTO Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

RoL Return on Equity

RORB Return on Rate Base

ROR Rate of Return

SBP State Bank of Pakistan

SOT Schedule of Taxiff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TIC Term Finahce Certificate

TOU Time of Use

TOR Term of Reference

TPM Transfer Price Mechaniem

UsSCr 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 Whater and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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ey Determination of tha Authorfty in the matter of MYT Petition
%ﬂﬂﬁmé‘ of TESCO for Distribution of Power Tariff under the MYT Regime
A

o Lt

DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETTTION FILED BY
TRIBAL AREAS ELECTRICITY SUPPLY COMPANY LIMITED (TESCO)} FOR
DETERMINATION OF DISTRIBUTION TARIFPF UNDER MYT REGIME FOR THE FY
2025-26 TO FY 2028-30

CASE NO, NEPRA/TRF-632/TESCO/MYT- Distribution/2025

PETITIONER
Tribal Areas Electricity Supply Company Limited (TESCO), WAPDA THouse, Shami Road

Peshawar,

INTERVENER
Nil

COMMENTATOR
Nit
8 10

TESCO was represented by its Chief Executive Officer along-with his technical and financial
{cams.
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Determination of the Authority in the marter of MYT Petition
%' of FESCO for Distribution of Power Tariff under the MYT Regime
’3&&’-‘

1. Background

1.1, The Authority awarded a Multi-Year Tariff (MYT) to Tribal Areas Electricity Supply
Company {TESCO), for a period of five years starting from 1% July 2021 till 30* June 2025,
Upon expiry of its MYT on 30,06.2025, TESCO (hereinafter also called as “the Petitioner™),
being a Distribution Licensee as well as Supplier of Last Resort, filed separate tariff petitions
for the determination of its Distribution and Supply of Electric Power Tariff under the MYT
Regime for another period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of Rule
3 (1) of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules”).

1,2.. TESCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses. However, the petitions were filed with considerable
delay, 2nd were based on the requested numbers of Investment and T&D losses. TESCO also
requested for grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing
of consumer-end tariff effective July 1, 2025, as considerable time would be required to .
finalize the MYT petitions. The Authority acceded with the request of TESCO and granted

an "Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26, subject to adjustment
and/ or refund, based on the final deterrnmauon of the Authority in the matter of MYT
petitions of the Petitioner,

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

L e 025276 (2026 2 7 IR 020 s 2 B FNA2 02 Bt 9] EXG2020-30)
argio .
Salarics and benefits Rs. Mln 1,354 1,576 1,819 2,099 2,423
Retivement Benefit Rs. Min 519 597 . 686 789 908
Repair and Maimenance Rs. Mln 240 279 279 309 296
Travelling expenses Rs, Min 44 49 54 &0 67
Vekhicle expenses Rs. MIn 67 75 83 52 102
Orher expense Rs, Min 81 ] 100 110 121
Whoeling Charges Rs, Min 1,035 1,139 1,252 1,378 1,515
Total O&M Costs Rs. Mln 3,340 3.803 4,273 4,837 5,432
Depreclation Rs, Min 837 671 762 838 93¢
Return on Rate Base R, Min 1,604 1,726 1,802 1,849 1,847
Gross Distribution Margin s, MIn 5,781 6,200 6,837 7,524 8,218
[.ess: Other Income Rs. Mn {736) (782) (B45) (911% (360)
Net Distribution Margin Re, Mln 5,045 5,418 5,992 ,613 7,258
Projected Sales GWh 1,352 1,368 - 1,388 1,410 1,433
Requested Tariff Rs./kWh| 3.73 3.96 4,32 4.69 5.06
2, Froceedings

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

2.2. Hearing in the matter was scheduled on November 03, 2025, for which notice of admission
/ hearing along-with the title and brief description of the pettion was published in the
newspapers on 24.10.2025, and alsa uploaded o1k NEPRA website; Individual notices were
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Issues of Hearing
For the purpose of hearing, and based on the pleadings, following issues were framed to be
considered during the hearing and for presenting written as well as oral evidence and
arguments;
i, Whether the projected energy purchases and sales are justified?
il. Whether the requested/projected O&M cost (including new hiring) is justified and
what are the basis for such projections?
iii, Whether there should be any bifurcadon of O&M on the basis of controllable and
uncontrollable costs?

iv. Whether the requested/projected amount under heads of Other Income, Deprecations
and RORD based on WACC of 17.41% is justified?

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

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

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

Filing Of Objections/ Comments

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

During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and finaneial tearns. \

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

Whether the projected energy purchases and sales ave justified?

The Petitioner, submitted that consumption pattern for the forecasted pericd has been
developed based on the PMS Report for FY 2023-24 of TESCO. TESCO anticipates that
consumer growth will continue in line with historical trends, and it is projected that
TESCO’s consumers will grow at an average rate of 1.8% annual for the forecasted period
2024-25 to 2033-34. While determining the Power Purchase Cost, the projected power
purchase cost of CPPA-G has been adopted as the base reference as given below;

. . 2024-25 | 2024-25 | 2025-26
Description Units
NEPRA | Actual | Projected
Units Purchased IMkWh] | 1489 1451 1479
Units Lost (MkWh)| 133 124 127
Units Lost [%age} | 8.8%% | 8.60% 8.60%
Units Sold fMkWh} | 1366 1327 1352
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Description Units 2024-25|2025-26
Actual |Projected
Energy Charge [Mn Rs] 15,879 1 16,682
Capacity Charge [Min Rs] 36,166 | 40,339
Transmission Charge [vn Rs] 3,666 3,909
Total Power Purchase Cost (Min Rs] | 55,711 { 60,930
Units Purchased GWh 1451 1,352
Power Purchase Per Unit Rs./kWh | 38.39 45,07

5.2,

6.2,

8.1,

8.2

7iPage

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

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

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

The Authority observed the Petitioner has requested for a five year taxiff control peried, in
line with its five years investment plan. The Authority also noted that approval of the
investinent plan and assessment of T&D losses of the Petitioner for the five year period is at
advanced stage, therefore, to align the investment requirements of the 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 peried of five year i.e. from FY 2025-26 till FY 2029-30, The terms
& conditions, given by the Authority, in the Distribution and SoLR license, as medified from
time to time, of the Petitioner would be applicable during the MYT control period.

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

ether there should be any bifurcation_of O on the bagis of troliable and
uncontrollable costs? :

The If’étitioniar submitted that its Operations and Maintenance (O8M) expenses include
Salaries and Wages, Repair and Maintenance, Travelling, Vehicle Running, Management
Fee, Computer Services, Damages and Injuries, Rent and Rates, Bad Debts, and other
miscellaneous expenses. All expenditures related to Revenue Offices are fully charged to the
Supply of Power component. Expenses incurred at the Head Office are allocated based on
the level of services provided, and 80% of Computer Center expenses are apportioned to the
Supply component using the number of employees as the cost driver.

The projection of O&M expenses for the cantrol period from FY 2025-26 to FY 2029-30 has
been prepared ising the audited financial accounts of FY 2023-24 and the first three
ac.the baseline. Salaries have been projected

ER REQ MmN

guarters of actual expenses for IY 2024-
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based on an expected 17.5% annual increase, which aligns with government policy,
comprising an average 12.5% budgetary increase announced by the Federal Government
and an additional 5% annual increment, Pension costs have been projected with a 15%
annual increase, while Repair & Maintenance and all other operating expenses have been
escalated based on the historical 10-year average Consumer Price Index (CPI) inflation,
which averages out to 10.81%.

8.3, Asummary of the projected O&M expenses fox the Distribution component over the control
period is provided in the table below: '

_Min. Rs.
Operation & Maintenance

Description 2025-26| 2026-27 | 2027-28 2028-29 2029-30
Employees Cost

Salaries, Wages & Benefits 1,354 1,576 1,819 2,099 2,423
Retirement Benefits 519 597 686 789 908
Total Employees Cost 1,873 2,172 2,505 2,888 3,330
Repair & Maintenance 240 279 279 309 296
Travellinp ’ 44 49 54 60 67
Transportation 67, 75 83 92 " 102
Other Expenses 40 45 50 55 61
Management fee / Bad Fae 16 18 20 2 24
Consultancy, audit & legal fee 4 4 5 5 6
Computer services 4 4 5 5 6
Damages and Injuries 8 9 100 - 11 12
Rent, rates and taxes 4 4 5 o3 6
Other miscellineous expenses 4 4 5 5 6
Wheeling charges 1,035 1,139 1,252 1,378 1,515
Total O&M : 3,340] 3,803] 4,273} 4,837| 5,432

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

Salaries & Wages & Pension:

v" Employment costs, including salaries, wages, and employee retirement benefits,

constitute a major pordon of TESCO’s Operations and Maintenance (O8&M) expenses,

In the Annual Budget for FY 2024-25, the Government of Pakistan announced a

~  significant increase in public sector compensation, including a 20% ad hoc allowance
- for officers, 25% for officials, and a 15% increase in pensions,

¥" In addition to these budgetary measures, the impact of the annual increment cycle

further contributes to the increase in employment costs. Furthermore, TESCO

~ anticipates new hiring during the control period to meet growing operational needs,

network expansion, and compliance obligations. Also, TESCO has unbundled its welfare

fund from WAPDA so the relevant expenses in respect of marriage grant, monthly grant
and scholarships will be paid out of TESCO'’s own. resources.

v Considering these factors collectively, an average increase of 17.5% in employment-
related costs has been projected and requested, ensuring that TESCO can continue to

8|Page
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attract, retain, and adequately compensate its workforce in line with govermment
policies and operationsl demands.

Travelling Expenses

v Due to the aging infrastructure and the increased requirement for major system
overhauls, TESCO has had to deploy additional manpower to remote and far-flung areas
for extended periods, In parallel, to enhance the capacity and skillset of its workforce, a
range of training programs and technical courses have been conducted, resulting in
increased travel and accommodation needs for staff.

v In addition, the Federal Government has revised the rates for Daily Allowance,
Travelling Allowance, and Mileage Allowance, leading to an overall 30% increase in
travel-related costs. This revision has had 2 significant impact on TESCO’s expenditure
under the Travelling Allowance head.

¥ Yor the purpose of projecting Travelling Expenses during the control period starting
from FY 2025-26 to FY 2029-30, TESCO has applied a historical Conswmer Price Index
(CPI)-based increase of 10.81%, reflecting the 10-year average inflation trend. This
approach ensures a realistic and inflation-adjusted forecast of travel-related costs
alipned with national economic conditions.

v Accordingly, the requested increase in Travelling Expenses is fully justified and forms
an essential part of TESCO"s O&M cost projections for the control period.

ile Mai ance and POL, Costs;

v TESCO operates across an extensive area of approximately 27,219 square kilometers,
necessitating the maintenance of a substantial fleet to ensure reliable service delivery.
As of the latest data, TESCO manages a fleet of 112 operational vehicles. To enhance
operational efficiency and meet the growing demands of its service area, TESCO has
recently procured additional vehicles, including 8 bucket-mounted trucks, 27 porters,
andl 21 pickup vehicles.

¥" The cost of petroleum products has seen a significant rise over the years. Notably, the
average petrol price during FY 2019-20 was Rs, 117.50 per litre. As of April 2025, the
petro) price stands at Rs, 254,63 per litre, reflecting an increase of approximately 116.6%
over the period. '

v In projecting vehicle maintenance and POL (Petrol, Oil, and Lubricants) expenses for
thie control period starting FY 2025-26, TESCO has applied a historical Consumer Price
Index (CPI)-based inflation rate of 10.81%, which represents the average inflation trend
over the past ten years. This adjustment accounts for the rising costs associated with
vehicle operation and maintenance, including fuel, spare parts, and service charges.

v Considering these factors, TESCO requests approval for the adjusted vehicle
maintenance and POL costs to ensure the continued rehablhty and efficiency of its fleet
operations throughout the control period.

Other Expenses

v The “Other Expenses” head includes all essential costs that are not covered under
previously discussed categories. Major components of these expenses include Injuries
and Damages, Consultancy Fees, ERR.Ghaxpag, Safety Consultant Fees, Legal Fees, Board
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of Directors Fees, Rent, Advertising Charges, Telephone and Communication Services,
Computer Services, and utilities such as Power, Light, and Water, among others.

v' To project these costs for the control period from FY 2025-26 to FY 2029-30, TESCO
has applied a historical Consumer Price Index (CPI)-based inflation rate of 10.81%,
which reflects the average general inflation trend over the past decade. This approach
provides a balanced and economically sound basis for forecasting future costs without
overstating inflationary impacts.

v Accordingly, TESCO requests approval for the indexed increase in “Other Expenses” to
ensure continuity of critical administrative and operational fimctions throughout the
control period.

Repair & Maintenance Fxpenses

v Inthe MYT determination for the period FY 2020-21 to FY 2024-25, the share of Repair
and Maintenance (R&M) expenses in TESCO’s base reference tariff was kept on the
lower side. This was largely due to the fact that much of the distribution system's
maintenance was financed through grants provided by the Government of Khyber
Pakhtunkhwa (GoKP). However, due to the prevailing financial constraints at the GoXP
level, TESCO is now compelled to bear the full burden of these costs from its own
resources—expenses which justifiably form part of the distribution margin,

v TESCO’s jurisdiction covers a geographically vast and scattered region extending from
Bajaur Tribal District to South Waziristan. The company currently operates a significant
and aging infrastructure, including 20 grid stations, 346 11KV feeders, 872 km of 132kV
and 66kV transmission lines, 6,324 km of IT lines, and 19,298 distributon transformers.
A considerable portion of this network is in dilapidated condition, attributed both to
aging and to the prolonged consequences of the war on terror—necessitating regular
and intensive maintenance. '

v In addition, law and order challenges, coupled with the limited writ of the state in
ceriain areas, have resulted in repeated acts of sabotage, particularly targeting
transmission towers. TESCO's infrastructure has also suffered damage from flooding,
theft, and vandalism, leading to unplanned repair needs. Routine maintenance is further
required for grid station equipment, protection systems, and residential colonies, all of
which are vital to maintaining operational stability.

v" Moreover, the overloading of the distribution system, worsened by non-metered supply,
poses significant safety hazards and remains a barrier to reliable electricity delivery,
Compounding these technical challenges are rising inflation, material cost escalations,
and macroeconomic instability, which have placed substantial pressure on TESCO's
cash flows and led to unavoidable cost overruns in system maintenance.

v’ Additional cost drivers include the repair of high-voltage oansmission lines, the growth
in 11kV feeders, and system improvement activities, such as earthing upgrades,
construction of cable trenches, installation of protection walls, and other unpredictable
maintenance requirements that axise from operational realities in challenging terrain,

v’ Tor the purpose of projecting R&M expenses during the control period from FY 2025~
26 to FY 2029-30, TESCO has applied a historical Consumer Price Index (CPI) based
inflation rate of 10.81%, which reflects the average inflation trend over the last ten

N ot
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years. This inflation-adjusted forecast ensures that the company can maintain its
operational infrastructure efficiently and respond promptly to maintenance needs,
thereby supporting service quality and regulatory compliance.

Wheeling Charges

v The Petitioner also requested wheeling charges and stated that the Authority in its Tariff
determination of Supply Tariff for FY 2019-20 of TESCO dated 14.12.2020 approved the
whee]jng charges (Use of System Charges) as under:

Whe Ch

The Pea'ﬂoner in jts instant petition has regquested an amount of Rs.2, 550 .mz!ffon on
account of wheeling charges. However, no firther working/ supportive evidence and
Justification has been provided by the Petitioner. The Petitioner is using both 11kV and
132 XV transmissfon lines of PESCO, consequently the Wheeling charges payable ro
PESCO are calculated according to the use of system charges given in the tariff
determination of PESCO for the FY 2024-25, '

Description For éﬁﬁk V' For 11 kV only i"; ‘z"ﬁ f]f
Asset Alocation 25.65% 43.65% - 67.30%
Levalof Losses 2, 4d% 11.82% 139734
JoSC Rs, /&Wh a87 197 22

v" However, PESCO is rising wheeling charges based on Rs 2.90/kWh at all units received
by TESCO during FY 2024-25 and the determined tariff for previous years. TESCO is
receiving power from NTDC, WAPDA at 132 kV only, while from PESCO at 132 kV &
11kV feeders. The Units received by TESCO at different voltage Ievels are shown below;

Units Received Distribution

TESCQ Units Distribution

Fereenzpe
5
E

FEM LAY 1mm‘umm PR M AV Ind  PESCD TRV Shared
Ftdin

mrwa&u =

v Based on the above %, the Units received and subsequent rate raised by PESCO & actual
calculated by TESCO are hereby given:

ot
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v TESCO also stated that it has submitted its clarification on the non-utilization of the
funds allocated to the Authority vide letter dated 04.06.2024 and requested to allow
wheeling charges for the controlled periods of FY 2025-26 to 2029-30.

The Petitioner during the hearing reiterated its submissions by stating that basis for

projected O&M costs dre the actual expenditure incurred by TESCO during FY 2024-25.
The annual increases have been considered as per the actual /provisional audited
expense of base year of TY 2024-25 and historical audited expenses of FY 2022-23, FY
2023-24. The Petitioner submitted its updated request as under;

Min. Rs.

Description 2024-25 2024-25 |2025-26
) At Submission |Updated XS [Projected
Time

Operarion & Maintenance
Salaries, Wages & Benefits 1,152 1,006 1,354 |.
Retirement Bencfits 451 459 519
Total Employees Cost 1,603 .1,465 1,873
Repair & Maintenance 170 255 258
‘Travelling 40 32 44
"'ransporiation 61 5] 67
Other Expenses 36 22 40
Munagemert fee / God Feg 15 43 16
Consultancy, audic & legal fee 4 2 4
Computer services 4 11 4
Damages and Injuries 7 14 8
Rent, rates and taxes 4 3 4
Orher miscellancous expenses 4 5 4
Wheeling charges 941 4,479 1,035
Total O&M 2,888 6,378 3,367

85. On the issue of controllable and uncontr'ollablel factors, the Petitioner’s submitted that
Petrol, Oil & Lubricants (POL) and mavelling allowance (TA)} may be considered as

12{Page
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controllable expenses, whereas Operations Expenses, Salaries, Wages, and Pensions and
Repair & Maintenance (R&M) may be elassified as uncontrollable expenses,

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

v (a) tarifls should allow licensees the recovery of any and all cost pridently incurred
to meet the demonstrated needs of thelr customers Tariff)”

v () tariffs should generally be calculated by including 2 depreciation chaige and a rate
of return on the capital investment of each licensee commensurate to that earned by
other Investments of comperable i3sk;

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

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

Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multi-year tariff regime or annual
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 2 combination of actual results and
projected results for the same financial year or it may be a pure projection of a future
financial year. '

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

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

The Authority considers that for projections or assessment of OPEX costs, the two
commonly used approaches are the Ex-Ante approach and the Ex-Post approach. In a
regime where the allowed OPEX is determined Ex-Ante, there will inevitably be
deviations between the allowed and -actual OPEX in the form of efficiency savings or
losses. Thus, resulting in two broad options, one that the utility bears all savings or losses,
i.e. no action is taken by the Regulator. The 27 that the utility shares the savings or losses
with consumers. The former provides the utility with a profit incentive to cut costs, but at
the same time places the utility at greater financial risk in the face of losses. The latter
somewhat dilutes efficiency incentives, but also limits the losses/gains for the utility and
its customers, However, the widely used approach is that no adjustments to allowed
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Revenues or OPEX allowances are made in the next period to compensate for a deviation
from allowed OPEX in the current period except for certain allowed adjustments in terras

of CPI ete.

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

Salaries, Wages and Other benefits (excluding post-retivement benefits)

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

. Petitioner's total O&M costs, excluding therefrom depreciation and RoRB. The Authority

understands that employees of XWDISCOs are hired on Government pay scales, thus, any
salary increase announced by the Federal Government in Fiscal Budget is also applicable
on the employees of XWDISCOs, Therefore, salaries & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in public sector,

Considering the fact that the cost for the FY 2025-26 is being assessed, which would be
used as reference during the MYT control period, the Authority has taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the 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 actudl 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.1,258 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-hec
velief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e, 3% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding postretirement benefits; discussed
separately), for both the Distribution and Supply Functions works out as Rs.1,445 million.
The same is hereby allowed to the Petitioner for the FY 2025-26 for both its distribution
and Supply Tunctions as reference cost, to be adjusted in the remaining contxol period as
per the adjustment mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
‘Wages and other benefits costs in terms of Distribution and Supply Functions, therefore,
for the purpose of allocation of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Szlaries, Wages and other benefits (excluding postretirement benefits) for
the F'Y 2025-26 pertaining to the Distribution function works out as Rs.1,160 million,

The assessed Salaries & Wages costs for the I'Y 2025-26 i.e. Rs.1,160 million, shall be
considered as the reference cost for future adjustment/ indexation of Salaries & Wages
expenses, in the remaining tariff control period as per the mechanism given in the instant

determination.,
-- - 3 ol
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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 cast of the Petitioner, based on
its audited accounts for the relevant year for its existing employees. The impact of any
such adjustment would be allowed as part of PYA in the next indexation/ adjustment
request or tariff determination as the case may be.

New Hiring / Additional Recruitment

" Regarding additional recruitment, the Authority observed that Salaries & Wages cost for

the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has alveady been accounted
for. For future recruitment, the Authority understands that any allowing cost upfront
either on account of new hiring or outsourcing, would be unfair with the consumers,
without considering/ analyzing its benefits. The Authority understands that it will beina
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 sexvices actually outsourced during each year or new hiring if any, along-with its
financial impact and benefits accrued, for consideration of the Authority, in its subsequent
adjustment/indexation reguest.

Enst-Reh:emggt Benefits

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

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

Here it is pertinent to mention that the Authority in the previous MYT of TESCO, 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
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additional amount in. the Fund, the Authority may consider to allow the same as PYA. in
the subsequent adjustment request,

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.649 million, for both its distribution and Supply functions.

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

out as Rs.492 million.

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

Repai ir & Maintensnce Costs '

Regarding Repair and maintenance expenses, the Petitioner mentioned that its jurisdiction
covers a geographically vast and scattered region extending from Bajaur Tribal Distxict to
South Waziristan, The company currently operates a significant and aging infrastructure,
and a considerable portion of this network is in dilapidated condition., In addition, law and
order challenges, coupled with the limited writ of the state in certain areas, have resulted
in repeated acts of sabotage, particularly targeting transmission towers, Moreover,
overloading of system, worsened by non-metered supply, poses significant sefety hazards
and remains a barrer to reliable electricity delivery. Compounding these technical
challenges are rising inflation, material cost escalations, and macroeconomic instability,
which have placed substantial pressure on TESCO's cash flows and led to unavoidable cost
overruns in system maintenance. Additional cost drivers include the repair of high-voltage
transmission lines, the prowth in 11KV feeders, and system improvement activities, such
as earthing upgrades, construction of cable trenches, installation of protection walls, and
other unpredictable maintenance requirements that arise from operational realities in
challenging terrain.

The Authority has carefilly examined the Petitioner's request. No doubt that the
adherence to service standards and improvement of customer services is only possible
through continuous repair and maintenance of distribution network, however, at the same
time the Petitioner has also requested significant CAPEX for making additional investment
in Fixed Assets, resulting in new, expensive and efficient equipment, leading to overall
reduction in R&M cost and increasing the total Assets base. The Authority also is of the
view that since the previons MYT of the Petitioner has ended on 30.06.2025, therefore, it
wauld be appropriate to account for the actual cost of the base year while projecting OM

e
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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.267 million under R&M head, for the FY
2025-26, after incorporating the inflationary impact on the R&M cost as per the accounts
of the Petiioner for the FY 2024-25 for both the Distribution and Supply functions,

Since the Audited accounts of the Petitioner, do not provide bifurcation of the R&M costs
in terms of Distribution and Supply Functions, therefore, for the purpose of allocation of
total cost of R&M costs in terms of Distribution and Supply Functions, the criteria as
adopted by the Petitioner has been used. Accordingly, the cost of R&M for the FY 2025-
26 pertaining to the Distribution function works out as Rs.239 million,

The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.239 million, shall be
considered as the reference cost for working out future repair and maintenance expenses,
in the remaining control period as per the adjustment mechanism prescribed in the instant
determination,

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

Other O&M Expenges

Other O&M expenses include Travelling costs, Vehicle Maintenance and other expenses
ic. Rent, Rates & Taxes, Power, Light and Water, Communication, Bill Collection
Charges, Office supplies, Director Fees, Auditor Remuneration, Professional Fees, Outside
Service Imployed, Management Fees, NEPRA. License Tees, Advertisement & Publicity,
Subscnptlons & Periodicals, Representation & Entertainment, Insurance, Bank Charges,
and other mlscellaneous expense,

'I'he Peunoner pro]ecl:ed its Other O&M costs including Travellmg, Vehicle Maintenance
and other expenses, as under during the MYT control period for its distribution function;

Min. Rs,

Df,sjcn'ptipu . ) ) 2024-25 2024-25 |2025-26

At Submission |Updated FS | Projected

g Time

‘Travelling ] . 40 32 44
‘I'ransportation 61 ‘51 67
Other Experses 36 ) 22 .40
iianapement fee / Boy Fee 15 43 16
Consultancy, audit & legal fee 4 2 4
Computer services : 4 11 4
Damapes and Injuries 7 10 8
Rent, rates and raxes ) 4 3 4
Other miscellaneous expenses 4 5 4
Tatal O&M 175 179 191
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expenses are part of O8M costs which are to be assessed through NCPI-X formulae for the
tariff control period. Accordingly, for assessment of Other O8M costs for the FY 2025-26,
the Authority, keeping in view the cost as per the accounts of the Petitioner for the FY
2024-25, has decided to allow an amount of Rs.210 million to TESCO for the FY 2025-26.
The said amount of Rs.210 million is being allowed for both the Distribution and Supply
of Power funciion for the FY 2025-26.

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

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

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Other Q&M
costs in texms of Distribution and Supply Functions, therefore, for the purpose of allocatien
of total cost of other O&M costs in terms of Distribution and Supply Fanctions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other O&M expenses
for the I'Y 2025-26 pertaining to the Distribution funietion works out as Rs.102 million.

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

If the actual Q&M cost for the previous year, as referred above is not available at the time
of projecting next year's O&M cost, the allowed cost for the previous year shall be
considered as reference to be indexed as per the provided mechanism. Once the audited
account for' the previous year is available, the already projected O&M cost shall be
reworked based on lower of allowed cost or actual O&M cost of the 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 inmstant
determination. The Petitioner is also directed to disclose its O&M costs in terms of
disiribution and supply functions separately in its audited accounts.

‘Wheeling Charges -

On the issué of wheeling charges, the Authority noted that similar submissions were made
by TESCO in its annual adjustment/ indexation request for the FY 2024-25. The Authority
vide decision dated 14.06.2024, had directed TESCO to clear the payment of outstanding
amounts to PESCO for the already allowed amount on account of wheeling charges and
settle the issue with PESCO through help of MoE (PD) and CPPA -G. Thus, no further
cost is allowed till clearance of the already allowed amounts. TESCO is again directed to
comply with the directions of the Authgrite.atherwise the already allowed amount of
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wheeling charges less any amount already paid to PESCO, would be deducted as part of
PYA in the next tariff indexation/adjustment request,

PPMC Fee

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company (the
“PPMC™, DISCOs in support of their request referred to the SRO 1358-1 (2025) dated
29.07.2025, issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated entity” for the

" implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE

policy, The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from time to time. The BoD
of PPMC may, on annual basis, approve the annual budget and allocation of fees to
DISCOs.

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

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

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

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

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

Whether the requested/projected unt under heads of Other Income, Deprecations and
RORB bagad on WACC of 17.41% is justified? ' (%- ’
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Deprecjation

The Petitioner has requested an amount of Rs,837 million on account of Depreciation and
submitted that projected depreciation expense has been calculated based on the value of
existing fixed assets, along with anticipated additons during each year of the control
peried. Depreciation is applied in accordance with standard utility accounting practices
using the straight-line method over the useful life of the assets, The applicable depreciation
rates for various asset categories are as follows:

»  Buildings and Civil Works: 2%

+  Plant and Machinery: 3.5%

»  Office Fquipment and Vehicles: 10%
»  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 contrel 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| TESCO

FY 2025-26 1,783
FY 2026-27 1,591

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

Regarding the T&D Losses Target, the Authority has decided to provisionally approve the
following loss target:
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Provisional T&D Loss | TESCO
FY 2025-26 - 8.89%
FY 2026-27 8.89%
15.6. ‘The Petitioner is directed to carry out its T&D loss study through an independent third
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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 Petitoner within nine (09) months of issnance of this decision. In case,
the T&D loss studies are not submitted within the atlowed time period, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustment shall be reworked on such revised targets. The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing.

RevisedT&D Loss Target

(Failure to submit study) TESCO
FY 202526 7.70%
FY 2026-27 7.70%

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 raking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked. Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.692 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.651 million for the FY 2025-26,
Accordingly, the consumers would bear net depreciation of Rs.41 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for the FY
2024-25, do not provide bifurcation of depreciation cost in terms of Distribution and
Supply Functions, therefore, for the purpose of allocation of depreciation cost in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the Y 2025-26 pertaining to the Distribution
function works out as Rs.682 million.
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RoRB S

The Petitioner submitted that in accordance with the Rules, TESCO has calculated the
Regulatory Asset Base (RAB) for the financial years 2025-26 to 2029-30 by summing the
projected net fixed assets and the closing balance of work-in-progress (CWIP), and then
deducting the projected deferred credits.

To determine the Average Regulatory Asset Base for each year, the RAB values at the
beginning and end of the year are averaged, The Return on Rate Base (RORB) is then
calculated by applying the Weighted Average Cost of Capital (WACQ) to this average
RAB, This approach ensures that TESCO's return is commensurate with its investment risk
profile and capital structure, promoting continued investment in the power sector.

To estimate the Return on Equity (RoE), TESCO has applied the Capital Asset Pricing
Model (CAPM), a widely recognized model used by regulatory agencies across the world
to determine the cost of equity for regulated utilities, Under this model, the following
inputs have been used:

» Risk-Free Rate (RFR): 0.554%, derived from the 5-year PIB retumn
+  Market Return:11.929%, based on long-term average performance of KSE-100 mdex
. Bcta 1.1, mdxcat:mg the volatility of TESCO relative to the market

Based on the above parameters, the estimated RoE for FY 2025-26 has been calculated as
16.92%. For the Cost of Debt, TESCO has considered the 6-month KYBOR rate as of April
28, 2025, which stocd at 12.01%, and added a spread of 7% to reflect risk and borrowing
conditions, resulting in a total Cost of Debt of 19.01%. Accordingly, the WACC has been

worked out as.under;

WACC= ((Ke x (E/V)+ (Kd x (D/V))
WACC = [13.11%"30%] + [19.01%'70%] = 17.41%

TESCQ has projected 17.41%, 15.91%, 14.41%, 12.91%, 11.41% WACC for FY 2025-26 to
2029-30 respectively while incorporating same methodology

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) tarifl should generally be calculated by including a depreciation cbar’ge and a rate of
return on the capital investment of each licensee commensurate to that earned by otler
investments of comparable risk;

{c) tariffs should allow Hcensees a rate of return which promeotes continued reasonable
Investment in equipment and facilities for improved and efficient service;

In line with the aforementioned guidelines, the Autherity allows DISCOs, a Weighted
Average Cost of Capital (WACC) to account for the return on equity and cost of debt.
Similarly, for recovery of principal portion of debt, the Authority includes a depreciation
charge in the revenue requirement of IISCOs.
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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
Rus is the Market Return
f is Beta

The cost of debt;
Kd = KIBOR + Spread
Accordingly, the WACC a5 per the given formula works pout as under;

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

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

The Authority vses 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, Turther, as per the Tariff methodology, in case of negative equity the
Authority would consider 2 minimum of 20% equity and any equity in excess of 30%
would be considered as debt.

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

Por 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 te use the beta of 1,10, while
assessing the RoE component.

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

Regardingthe cost of debt, it is the interest rate on which a comparny 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 ma}umum cap. Consequently, the cost of debt has
been worked outas 12,64%i.e. 3 Months KIBOR of 11.14% as of]uly 02, 2025 plus a spread
of 1.50% (750 basis points).




16.16.

16.17.

16.18.

16.19.

16.20.

4| Page

Determination of tha Authority in the matter of MYT Pedtion

3 of TESCO fof Diseribution of Power Tarif¥under the MYT Regime

In view thereof, the WACC for the Y 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%)) = 13.15%

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;

| TESGO 1
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The total amount of RoRB as worked out abave has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
entire amount of RORB for the FY 2025-26 has been allocated to the distribution function,
which works out as Rs.1,481 million.

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

In zddition, the altowed 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 investmments), 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,

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

et
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a separate disclosure of such income in its andited accounts. In case of failure to disclose
such income separately, the entire interest income shall be adjusted as part of other

income.

16.21. The Authority also understands that interest payment is an obligatory cash ﬂow liability
unlike discretionary dividend payment and considering the fact that any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner, If the Petitioner manages to negotiate
a loan below 1.50% spread, the entire savings would be passed onto the consumers
annually, through PYA. In case of more than one loan, the saving with respect to the
spread would be worked out based on individual loans. In case, the spread is greater than
thie allowed cap of 1.50%, additional cost would be borhe by the Petitioner itself. Similarly,
ifthe Petitioner's total actual cost of debt remains lower than the cost allowed for the year,
the entire savings would also be passed onto the consumers annually, through PYA.

Other Income

16.22. The Pelitioner has submitted that main sources of other income include Interest Income,
Sale of Scrap, Amortization of Deferred Credit, and income from non-utility operations.
Rental & Service Income ete. Accordingly, the Petitioner has projected an amount of
Rs.736 for the FY 2025-26, for its distribution and supply functions.

16,23, 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 P’I‘V
fees and mlscellaneous income.

16.24. Since the other income would be trued up every year as per. the mechanism provided in
the instant determination, therefore, for the ¥Y 2025-26, the Authonty has decided to
allow an amount of Rs,736 million as requested by the Petitioner, including the amount of
amortization of deferred credit but exclusive of the amount of late payment charges {L.PS}
for both of'its Distribution and Supply functions,

16.25. 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 subscquent year,

16.26. 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, the amount of Other Income for the FY 2025-26 i.e. Rs.552 million has been
allocated to the Distribution function,

16.27. The reference Other Income determined for the ¥Y 2025-26 would be adjusted annually
as per the adjustment mechanism prescribed in the instant determination.
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What will be adjustment mechanism for future indexation of different components of of
revenue requirement during the ]‘g;XfII Whether there should any efficiency factor (X

EHC‘EOI' ! [
Adjustment Mechanism

Regarding adjustment mechanism of different components, the Petitioner during the

hearing submitted as under;

v Salaries, Wages, and Pensions: To be adjusted annually in line with Federal
Government salary and pension revisions announced in the national budget.

v Other O&M Components: To be indexed annually with CPI based on inflation

18.2,

18.3.

18.4.
18,5,

26]Pa;_;‘e '

pubhshed by the Palustan Bureau of Statistics (PBS) There is no efﬁqency factor or
consider is as 1.

The Authority, while assessing the O&M costs of the Petitioner for the FY 2025-26, has
taken into account the accounts of the Petitioner for the FY 2024-25 and the amount
requested by the Petifoner, subject to adjustment during the MY'T control period, as per
the mechanism mentioned below. Therefore, risk / benefit of any future cost fluctuations,
lies with the Petitioner along with an opportunity for optimizing overall costs under these
head. The wreatment is in line with the very sprit of multi- year tariff regime and in
accordance with Authority's approved tariff methodology. :

Regarding adjustment of O&M ¢osts with efficiency factor X, the Authority in line with
its earlier decisions in the matter of MYTs, has decided to keep the efficiency factor as 30%
of increage in NCPI for the relevant year of the MYT control period. The Authority has
further decided to implement the efficiency factor from the 34 year of the control peried,
in order to provide the Petitioner with an opportunity to improve its operational
performance, before sharing such gains with the consumers, The Q&M pazrt of Distribution
Margin shall be indexed with NCPI subject to adjustment for efficiency gains (X factor).

Indexation of OfM cost components
Salaries & Wages and Post-retirement Benefits; Considering the fact that employees of

XWDISCOs are hived 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 Pedtioner for the relevant year for its
existing employees, as long 2s 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

taviff determination as the case may be.

Adjustment Mechanism - Salarics, Wages & Other Benefits

Revised Salarics, Wapes & Other Bevofis Expenscs = Ref, Sulaxies, Wages & Other Benefits x [ }1+(GoP Incresse ox CPI))

“I'ic olowed Salaties, Woges & Other lencfits may be considered as referenca cost for funure adjustment.

Tha Aptﬁori:y may consider to ellow GoP ineresse G che time the DISCOs remain in public seetor, otherwise CPI
indesation may allowed i€ DISCOs got privatized. ’

Tlm wllowed amount shinil be sctualized hased on Audited accounts i‘or tha relevant year , consldermg the same By

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

may be.
Adjusteent Mechaniam - Actual Post-retirnment Bencfits payment
Revited Post-Reticement Benelits w Ref. Povs-retizement Benefits x { £+{GoP Insrease ar CPT))

The aliwed Post-Reslrement Beveft may be cansidered as reference cost for foyure adjustment.
The Authority moy eonsider to alloyy GoP inerease till the time the DISCO: remain in public seetor, otherwise CPI
indexation may wllowed IF DISCOs get privatized.

The alfowed amount shall be actvalized based on Audited accounts for the velevent year , cansiderlug the ssme as
uncontrollable east on part of XWDISCOs,

187, Trmmamﬂ%llmgggp_mms__mn of O8M cost

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

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transportation expenses (Ref,) x {1 + (Transport index of NCPIL}])
189, Remaining O ts ‘will be indexed every year according to the following formula:

The reference costs would be adjusted every Year with NCPI-X factor. The X factor would
be apphcab]e from the 34 year of the MYT control penod The Ad]ustment mechamsm
would be as under;’

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

Where _ :

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

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

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

. month of December for the respective year. For O&M expenses,

other than vehicle running expenses, NCPI-General shail be used, whereas
for Vehicle Running expense, NCPI-Transport shall be used. Reference
NCPI-General and NCPI-Transport of Decembeér 2024 for thepirpose of
fiature adjustment/ indexation shall be 4.07% and ~ 0.18% respectively.

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

19. RORB

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

that year as per the following mechanism;

N Mot
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Adjustment dechinism « RoRE
ROEB(Rev) =RORB(Ref) x RAB(Rev} f RAD{Ref)

19.2,

The allowed RORE may be considerad as reforence cost for future odjustment.

Tn addftion the 2livwed RORB for proviow year will be trued up based one zctual invesomens {maximum ¢ap to the extent of sliowed
investment)estried owt during that yeat, Further KIBOR fhicruation on bl-annuzl basts ateo subject to adjustment. Furcher Spread of
1,50% is allawed bs maximum cap, in case DISCOs manage to obtain flnancing on speead less than 1,5% the same shall be adjusted as
ipart ef PYA.

In addition, the Petitioner to disclose the amount of IDC capitalized during the year and

- adjust its RAB for the year after excluding therefrom the impact of IDC cap1tahzed during

19.3,

19.4,

20.
20.1,

20.2,
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the year.

In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective. year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than the
allowed {other than consumer financed investments), the same would be the Petitioner’s
own commercial decision and would not be considered while truing up the RAB, unless
due 1o 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.

The Authority also understands that interest payment is an obhgatory cash flow lability
unlike discretionary dividend payment and considering the fact that-any default may
hamper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating KIBOR. Accordingly, fluctuation in the reference KIBOR would be
adjusted biannually. In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by the Petitioner. If the Petitioner manages to negotiate
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 saimig 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 horne by the Petitioner itself. Similarly,
if the Petitioner’s total actual cost of debt remains lower than the cost allowed fox the year,
the entire savings would also be passed onto the consumers annually, through PYA.

Depreciation Expenses

The reference Depreciation charges would be ad]usted every Year as per the following
formula,

DEP {Rev) = DEP (Ref} x QFAIO (Rev)

GFAIO (Ref)
Where: DEP (Rév) = 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
consumer financed investments. In case, the Petitioner ends up making higher

H
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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 come

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

Adjustment Mechonism - Gther Income (O1)

OlRex) wOI{Allowed Previous year) + {DI{allowed for previous year) —
B, OlIfAccual previcus year)}

The ollowed Otker fncome may be considered 2s referancs cost for furusa adjustment,
{in additkan the allowed Orher Tncame for previous year witl be trused up based on actual Orher Tncome during that year

Working Capital

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

Stores and Spares (3% of GFA) 3% 3% 665
"I'tade debt {30 days of Revenue Receivable) 30 0.08 320
Total Current Assets 085

P~

[Curzent Liabilities [2/3 [ 65.679] 636 ]

Working Capital Requirement 328
Less Recelpt Agalnst Deposh: Work 7,656 |
Net Working Capital {7,368)
Cost of debt local 12.00%
. (Working Capital Cast {334)

As mentioned in the table aliove, the Petitioner’s woiking capital requirement for the
Distribution ﬂmcnon has been assessed as Rs.328 million. The Authority considers that
reckipts against deposit works, bemg related with distribution network business, are also
required to be accounted for as part of working capital calculations, By including the
amount of receipt against deposit works available with the Petitioner, as per the data
provided by the Petitioner, its net cost of working capital for the distribution function
works out as negative Rs.884 million based on 3 months KIBOR i.e. 11% +1% spread as
maximum cap subject to downward adjustment in case the actual spread remains lower.
The same is allowed to Petitioner for the CY 2026, and is subject to adjustment, as per the
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mechanism provided below, once the audited accounts of Petitioner for the FY 2025-26
are available.

‘Working eapital (Distribution)

Formula for Future Adjustment

Revised cost of working capital = Working capital requirement as per given formula x

Cost of debt on allowed parameters

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

_ -Cost of Debt shall 3 Months KIBOR + 19 spread as maximum cap, subject to downward

adjustment at the end of each financial year.
Actuslization of Previous year based on allowed revenue as PYA

Current Assets

- Lower 6f 30 days receivables based on allowed revenue {including the impact of allowed
adjustments), but excluding Working Capital cost OR Actual average Receivables for the
Financial Year (excluding opening receivables).

- Stores & Spares - Lower of 3% of Avg. GFA. (opening + closing)/2 or Actual average Stores
& Spares, ., GFA based on based on Audited account to the extent of allowed Investment,
- Lower of allowed Cash & bank balance or Actual Cash & Bank Balances (Excluding
cashfbank balance not meant for O&M expenses)

Cunrent liabilities
- 2f3rd of aforémeritioned currént assets (Receivables + Stores & spares + Cash)

- Receipt against deposit work figure will be actualized based Audjted Financial statement
initially and finally based on third party evaluation. :

Any other amount retained by the Petluone;'

-Tor 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 19 cap, the same shall be adjusted downward only.
No upward adjustment of spread is allowed.

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

as part of other income.

Whether there will be any claw hack mechanismn or not?

Although DISCOs made their subniissions on this issue, however, the Authority noted that
DISCOs were not able to fully comprehend the issue.
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The Authority understands that sharing mechanism for any savings by the utility has
already been provided under each head separately e.g. O&M costs, T&D losses, cost of debt
ete, therefore, no such mechanism is separately required, However, still if there is any
additional return by the Petitioner, which could not be comprehended at this stage, the
same would be shared between DISCO and consumers equally.

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

The Ministry of Energy (MoE (PD)) vide letter dated 18.08.2025, submitted that NEPRA
determines the consumer-end tariff for XWDISCOs and K-Electric in accordance with
Section 31 of the Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1997 (the Act), read with Rule 17 of the NEPRA (Tariff Standards and
Procedure) Rules, 1998. The uniform rebased tariff, once determined, is notified by the
Federal Government under 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, 1958
read with Part 5 of the NEPRA Determination of Consumer-end Tariff (Methodology &
Process) Guidelines, 2013, the Distribution Companies (DISCOs) are required to initiate
the tariff determination process by submitting their minimum filing requirements by
Janwary 31 of each year, The submission is followed by Autherity's internal meetings,
public hearing, taviff determination and notification by the Government. Keeping in view
the recent annual tariff determinations, the rebasing is notified by the Government in the
month of July, each year with effect from 1= July. '

The MoE (PD) further mentioned that as an unfortunate coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual tariff rebasing, simultaneously
in the suminer 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 tming of annual rebasing is shifted from summer to winter
months where the electricity consumption is lower and any tariff increase can be absorbed
in consumer bills, This would result in relatively stable and sustainable electricity prices
throughout the year, The National Electricity Plan Strategic Directive 8 also stipulates that
the Regulator shall also revisit the *Guidelines for Determination of Consumer End Taxiff
{Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

The MoE (PD) submitted that the Cabinet has approved that policy guidelines may be
issued to NEPRA to revise the annual taxiff determination process timelines by amending
the relevant legal and regulatory framework in a way that the rebasing is notified with
effect from 1¢ January, each year, after completion of all regulatory proceedings, In this
regard, it is highlighted that NEPRA has already determined Power Purchase Price (PPP)
references up to June 2026, Pro;ectlons for the remaining six months wﬂl 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 aniual tariff determination process timelines by amending the
relevant legal and regulatory framework (guidelines, rules and procedures) to ensure that
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annual rebasing Js notified with effect fiom January I* of each year, after completion ofall
regulatory procecdings.”

TESCO also vide letter dated 22,10.2025 submitted that the MoE (PD) vide letter dated
16.10,2025, has conveyed that the Federal Government has approved the revision of the
annual tariff 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.

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

The 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;

Interim

Indexation
(Jul, to Dec.
. 2026)
Salaries, Wages & Qther Benefits 85
Post Retirement Benefits 373
Other O & M Costs - 288
Depreciation 340
Return on Rate Base . 880
Gross Distribution Margin 2865

Description

Net Distribution Margin ' 2474

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

Further, in light of the instant policy guidelines, the Authority has determined the revised
Power Purchase Price (PPP) references for the period from January 2026 to December

2026 through a separate decision. Pursuant thereto and keeping in view the request of the
Petitioner to also determine tariff for the period from July 1, 2026 to December 31, 2026,

Y
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determined provisional revenue requirement of TESCO for the period from july 1, 2026
to December 31, 2026 as under: '

23.10.

2311,

23.12.

24
241,
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Pay & Allowances
Post Retirement Benefits
Repair & Mainrainance
Traveling allowance
“Vehicle maintenance
Other expenses
O&M Cost . [Min. Rs.]
Depriciation
RORB
O.Income
Margin [Mlo. Rs.]

For the purposé of rebasing for the period from Jan. to Dec, 2026, the amount recovered
by the Petitioner, to the extent of distribution and supply margin along-with PYA, from
Jul. to Dec. 25, based on interim tariff allowed for the FY 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26. The recovered amount has been calculated
by applying the Rs./kWh rate as per the interim tariff {to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025,

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

Any under over xecovery 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 detennming the final revenue requlrement
of the Petitioner for the FY 2026-27. : .

Quder

In view of the discussion made in preceding paragraphs and accounting for the adjustments
discussed above, the allowed revenue requirement of the Petitioner, for the FY 2025-26,
and CY, 2026 (January 26 to December 26) including upfront Indexation/adjustment for
the period July 2026 to December 2026, to the extent of distribution functlon is
summarized as under;
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Units Received [MicWh) 1,554
Units Sold [MkWh] 1,416
Units Lost [Mk'Wh] 138
Units Lost (%] : : 8,89%
Pay & Allowances 1,160 1,088
Post Retirement Benefits - 492 . 529
Repair & Maintainance 239 350
Traveling allowance "
Vehicle maintenance
Other expenses
O&M Cost: - {Mln. Rs.)
Depriciation
RORB
O.Income _
Margin [MIn. Rs.]
Prior Year Adjustment (PYA) . [Min Rs.)
Working Capital [{MIn. Rs.]
Revenue Requirement [Min. Rs.] 3,603 3,807
Average Tariff [Rs./kWh] 2.69 .

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

accordingly.

943. The Petitioner is directed to follow the below time lines for submission of its future
indexation/adjustment during the MYT control period;

[ - Deseription | [ ADIUSTMENTS! INDEXATION |

TIME LINES ' |

I;:Ibﬂﬂ, Wopes & Benefiis

Posi-retirement Benefir |

Other aperating expenses

Depreciation

Rewen on Repulstory Asset Dase

Qihor Income

Anmually 2 per the mechanbm given Inthe
declsion |

Annally as pes the mechanism glven In the

R;:-qum to be submitced by Potivioner Inand of July of
every year, 5o that adjustment / Indeation for the next
year is & Ined iy timoly

Prior Year Adjusinment decision

KIBOR B-Annuatly. o5 per the decision
Return on Equity {ROE) ::) ;d;us.t.mm allowed aver Reference
|Sprcad As per the mestanism in the decision
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24.4, Tor determination of use of system charges based on the aforementiored revenue

245,

24.6,

247,

24.8.

24.9,

24,10,

24.11.

25,
25.1,

26.
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iv.

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

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

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

The Petitioner is responsible to provide distribution service within its service territory on
a non-discriminatory basis to all the consumers who meet the eligibility criteria 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 shall follow the performance standards laid down by the Authority for
distribudon and transmission of electric power, including safety, health and
environmental protection instructions issued by the Authority or any Governmental
agency of the Federal Government or the Provincial Government;

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

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

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

The Authority hereby directs the Petitioner to;

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

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

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

' to provide a cextification from its Auditors that Repair and Maintenance expendimre
does not include any CAPEX nature item.

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

Authority.
AUTHORITY
! _' Q‘ﬁ.{t!m@u& é j't Z
Amina Ahmed : .+ Ingr. Magsood Anwar Xhan
Member Member
\I\S W~
Waseem Mukhtar

Chairman
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SUBJECT: DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION
FILED BY TRIBAL AREAS ELECTRICITY SUPPLY COMPANY LIMITED
(TESCO) FOR DETERMINATION OF SUPPLY TARIFF UNDER MYT
REGIME FOR THE FY 2025-26 TO FY 2(29-30

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 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,
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1¥ Floor, WAPDA House, Shami Road, Sakhi Chashima, Peshawar

7. Chief Executive Officer, [ndependent System and Market Operator (1SMO) of pakistan, Pitras Bukhari
Road, Sector H-8/1, Islamabad
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Abbreviations :
CpGenCap The summation of the ¢apacity cost in respect of all CpGencos for a billing period

minus the amount of liquidated damages received during the months

ADB Asian Development Bank

AMI Advance Metering Infrastructure

AMR Automatic Meter Reading

BeD Board of Director

BTS Base Transceiver Station

CAPM Capital Asset Pricing Model

cDp Commen Delivery Point

COSS Cost of Service Study

CPPA (G) Central Power Purchasing Agency Guarantee Limited

CTBCM Competitive Trading Bilateral Contract Market

CWIP Closing Work in Progress

' Calander Year (Jan. to Dac,)

DIIP Distribution Company Integrated Investment Plan

DISCO Distribution Company

DM Distribution Margin

DOoP Distribution of Power

ELR Energy Loss Reduction

LERC LEnergy Regulatory Commission

IIRP Enterprise resource planning

FCA Fuel Charges Adjustment

rY Financial Year

GIS Geographical Information System

GOP Government of Pakistan

GWh Giga Watt Hours

HY Hangd Held Unit
"HT/LT High Tension/Low Tension

HSD High Speed Diesel

IGTDP Integrated Generation. Transmission and Distribution Plan

IESCO Islamabad Eleciric Supply Company Limited

KIBOR Karachi Inter Bank Offer Rates

KSE Karachi Stock Exchange

KV Kito Volt

kW Kilo Watt

kWh Kilo Watt Hour

LPC Late Payment Charges

MDI Maximum Demand Indicator

MMBTU | One million British Thermal Units

MoWP | Ministry of Water and Power e
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MVA Mega Volt Amp

MW Mega Watt

NEPRA. National Electric Power Regulatory Authority
NOC Network Operation Centre

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

QGRA Qil and Gas Regulatory Authority

TESCO Tribal Areas Electricity Supply Company Limited
PDEIP Power Distribution Enhancement Investment Program
PDP Power Distribution Program

PPA Power Purchase Agreement

PPAA Power Procurement Agency Agreement

PPP Power Purchase Price

PYA Prior Year Adjustment

R&M Repair and Maintenance

RAB Regulatory Asset Base

RE Ruzal Electrification

REQ Residual Fuel Oil

RLNG Re-gasified Liquefied Natural Gas

RoE Return on Equity

RORB Return on Rate Base

ROR Rate of Return

SBP State Bank of Pakistan

sOT Schedule of Tariff

STG Secondary Transmission Grid

SYT Single Year Tariff

T&D Transmission and Distribution

TEC. Term Finance Certificate

TOU Time of Use

TOR Term of Reference

TPM Transfer Price Mechanism

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

WACC ‘Weighted average cost of capital

WAPDA Water and Power Development Authority
XWDISCO | Ex-WAPDA Distribution Company
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DETERMINATION OF THE AUTHORITY IN THE MATTER OF PETITION FILED BY
TRIBAL AREAS ELECTRICITY SUPPLY COMPANY LIMITED (TESCO) FOR
DETERMINATION OF SUPPLY OF POWER TARIFF UNDER MYT REGIME FOR THE FY
2025-26 TO FY 2029-30

CASE NO. NEPRA/TRF-633/TESCO/MYT- Supply/2025

PETITIONER

Tribal Areas Electricity Supply Company Limited (TESCO), WAPDA House, Shami Road
Peshawar. |

INTERVENER.
Nil

COMMENTATOR
Nil

REPRESENTATION

TESCO was represented by its Chief Executive OFficer along-with his technical and financial
Leams. :
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1. Background

1.1, The Authority awarded a Multi-Year Tayiff (MYT) to Tribal Areas Electxicity Supply
Company (TESCO), for a period of five years commencing from 1% July 2021 till 30* June
2025. Upon expiry of its MYT on 30.06.2025, TESCO (hereinafter also called as “the
Petitioner"), being a Distribution Licensee as well as Supplier of Last Resort, filed separate
1ariff petitions for the determination of its Distribution and Supply Tariff under the MYT
Regime for another period of five years i.e. from FY 2025-26 to FY 2029-30, in terms of Rule
3 (1) of Tariff Standards & Procedure Rules-1998 (hereinafter referred as “Rules”).

1.2, 'TESCO was required to file its new MYT petitions for the Distribution and Supply functions
by January 2025, in line with the NEPRA Guidelines for determination of Consumer End
tariff (Methodology and Process) 2015, after incorporating therein, the approved number of
investments and target of T&D losses. ITowever, the petitions were filed with considerable
delay, and were based on the requested numbers of Investment and T&D losses. TESCO also
requested for grant of interim tariff for the FY 2025-26, in order to allow for timely rebasing
of consumer-end tariff effective July 1, 2025, as considerable time would be required to
finalize the MYT petitions, The Authority acceded with the request of TESCO and granted

an “Interim tariff’, vide decision dated 23.06.2025 for FY 2025-26, subject to adjustment
and/ or refund, on the basis final determination of the Authonty in the matter of MYT
petitions of the Petitioner,

1.3, The Petitioner, inter alia, requested the followmg costs for its Supply of power ﬁ.mctmn for
the five yeaxs control penod
S oS e o 0 | [§ 025220 e vap 07z o078 0D 26) Ei025:35]

Power Purchase Price Rs, Mla 50,930 64,490 72,681 73,157 ' 78219
| Encrgy Chargos Rs. Min 16,682 18,790 21,377 23,856 26,897
' Capacity Charges Rs. Min 40,339 41471 46,738 43,925 45,271
Use of System Charpes + MOF | Rs. Min 3,909 4,229 4,766 5,366 6,051
[Diatribution Business Gost | Re, Min | 5,045] 5,418 | 5,002 ] 6,613/ 7,258]
Supply Business Cost .
Solaries and benefis Rs. Mln a3 394 455 525 606
Retirgment Denefit Rs, Min 130 149 172 197 227
Repolr ol Maintenance Rs. Miln 27 31 3 34 23
Travelling expenses Rs, Min- 11 12 14 15 17
[ Vahicle expenses Rs, Min 17 19 2l 23 25
Bad debts Re. Min 1,661 1,769 1991 2,022 2,167
Other expensa Rs, Min 21 22 23 28 30
Total O&M Costy Rs. Mo | 2,205 2,396 2,707 2,844 3,108
Deprociation Rs, Miln 7 8 10 13 i8
Return on Rate Bose Rs, i L} 34 23 34 34
{Not_ Margin Rs. Min | 2,246 2,438 2,750 2,891 3,159
I Financlal Chargos Rs. Mln 12 14 17 21 23
Totel Revenue Requirement  |Rs. Min 68,233 72,360 81,440 82,682 88,659
Profected Sales GWh’ 1,352 1.358 1,388 1,410 1433
Reguested Texllf Re./KWh|  50.47 52,89 58,67 58,64 61.87
2. Proceedings
2.1. Interms of Rule 4 of the Rules, the petition was admitted by the Authority. Since the impact

S5|PPage

of any such costs claimed in the petition has to be made part of the consumer end taxiff,
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.
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The hearing in the maiter was scheduled on November 03, 2025, for which notice of
admission / hearing along-with the title and brief description of the petition was published
in the newspapers on 24.10.20253, and also uploaded on NEPRA website; Individual notices
were also issued to stakeholders/ interested parties,

Issues of Hearing

For the purpose of hearing, and based on the pleadings, following issues were framed for
consideration during the hearing and for presenting written as well as oral evidence and
arguments;
1. Whether the requested/projected Power Purchases Price (Energy & Cost) for the FY
2025-26 is justified?
ii. Whether the requested/projected Q&M cost (including new hiring, if any) is justified
and what are the basis for such projections?
iii. Whether there should be any bifurcation of O&M on the basis of controllable and
unconirollable costs?

iv.  'Whether the requested/projected amount under heads of Other Income,
Deprecations, Tax and RORB based on WACC of 17.41% is justified?
v. Whether the requested PYA is justified?

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

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

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

justified?

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

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

Filing Of 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 notice of the admission in terms
of Rule 6, 7 & 8 of the Rules, In response no intervention request/ comments were received.

During the hearing, the Petitioner was represented by its Chief Executive Officer along-
with its technical and financial teams.
On the basis of pleadings, evidence/record produced and arguments raised during the
hearing, the issue-wise findings of the Authorityare given as under;

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

The Petitioner, submitted that consumption pattern for the forecasted period has been
developed based on the PMS Report for FY 2023-24 of TESCO. TESCO anticipates that
consumer growth will continue in line with historical trends, and it is projected that
TESCO’s consumers will grow at an average rate of 1.8% annual for the forecasted period
2024-25 to 2033-34. While determining the Power Purchase Cost, the projected power
purchase cost of CPPA-G has been adopted as the base reference as given below;

2024-25 | 2024-25 | 2025-26

NEPRA | Actual | Projected
Units Purchased [MEWhH] | 1499 1451 1479
Units Lost [MEWh] | 133 124 127
Units Lost [%epe] | 8.89% | 8.60% 8.60%
Units $old MEWH | 1366 1327 1352

Descriptinn Unites

2024-25|2025-26

Actual |Projected
Energy Charge {Mln Rs} 15,879 | 16,682
Capacity Charge jMin Rs} 36,166 | 40,338
Transmission Charge [Min Rs} 3.666 .| 3,909
Total Power Purchase Gost [Mlan Rs] [ 55,711 [ 60,930
Units Purchased GWh 1451 | 1,352
Power Purchase Per Unit Re/kWh | 38.3% | 45.07

The Authority noted that PPP is the majox 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.

%eﬂ;@r 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 for recovery
of any and all costs prudently incurred to meet the demonsérated 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.

Deseription Units

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

&

AL
)
iy
o |
s
2!




8.1,

8.2.

8.3,

8.4.

8jPage

9 Y Detarmination of the Authority in the matter of MYT Petition
a2 of TESCO for Supply of Power Teriffunder the MYT Regime

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

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

The Petitioner’s submitted that its Operations and Maintenance (O&M) expenses include
Salaries and Wages, Repair and Maintenance, Travelling, Vehicle Running, Management
Fee, Computer Services, Damages and Injuries, Rent and Rates, Bad Debts, and other
miscellaneous expenses, All expenditures related to Revenue Offices are fully charged to the
Supply of Power component. Expenses incurred at the Head Office are allocated based on
the level of services provided, and 80% of Computer Center expenses are apportioned to the
Supply component using the number of employees as the cost driver.

The projection of O&M expenses for the control period from FY 2025-26 to FY 2029-30 has
been prepared using the audited financial accounts of FY 2023-24 and the fixst three
quarters of actual expenses for FY 2024-25 as the baseline. Salaries have been projected
based on an expected 17.5% annual increase, which aligns with government policy,
comprising an average 12,5% budgetary increase announced by the Federal Government
and an additional 5% annual increment. Pension costs have been projected with a 15%
annual increase, while Repair & Maintenance and all other operating expenses have been
escalated based on the historical 10-year average Consumer Price Index (CPI) infladon,
Whlch averages out to 10.81%.

'I'he Petitioner presented its revenue requivement for Supply function dunng the MYT
control period as under;

: . Min, Rs.

Description 2025-26| 2026-27 | 2027-28| 2028-25) 2029-30
Salarles, Wapes & Benef' ts 338 394 455 525 606
Retirement Benefits . 130 149 172 ] 197 227
Tatal Employees Cost 468 543 626 722, 833
Repair & Maintenance 27 3l 31 34 ) 33
Travelling 11 12 14 15 17
Transportation - 17 19 21 23 25
Other Bxpenses 10 11 12 14 15
Management fee / Bod Fee 2 2 2 3 3
Consultancy, audit & legal fee 4 4 5 5 6
Compuler services 2 2 2 3 3
Rent, rates and taxes 1 1 1 1 2
Qther miscellaneous expenses 1 1 1 1 2
Bad Debts 1661 1765 |- 1991 2022 2167
Totel O&M - - 2205 | 2396 2707 2844 3105

The Petitioner provided the following head wise justification for the requested amounts;
Salaries & Wages & Pension:

v .Employme.nt costs, including salaries, wages, and employee .reﬁrement benefits,
constitute a major portion of TESCO’s Operations and Maintenance (Q&M) expenses.
In the Annual Budget for FY 2024-25, the Government of Pakistan snnounced a

Y ot
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significant increase in public sector compensation, including a 20% ad hoc allowance
for officers, 25% for officials, and a 15% increase in pensions,

v In addition to these budgetary measures, the impact of the annual increment cycle
further contributes to the increase in employment costs, Furthermore, TESCO
anticipates new hiring during the control period to meet growing operational needs,
network expansion, and compliance obligations. Also, TESCO has unbundled its welfare
fund from WAPDA so the relevant expenses in respect of marriage grant, monthly grant
and scholarships will be paid out of TESCO's own resoutces.

v Considering these factors collectively, an average increase of 17.5% in employment-
related costs has been projected and requested, ensuring that TESCO can continue to
attract, retain, and adequately compensate its workforce in line with government
palicies and operational demands,

Travelling Expenses

¥ Due to the aging infrastructure and the increased requirement for major system
overhauls, TESCO has had to deploy additional manpower to remote and far-flung areas
for extended periods, In parallel, to enhance the capacity and skillset of its workforce, a
range of training programs and technical courses have been conducted, resulting in
increased travel and accommodation needs for staff,

v In addition, the Federal Government has revised the rates for Daily Allowance,
Travelling Allowance, and Mileage Allowance, leading to an overall 30% increase in
travel-related costs, This revision has had a significant impact on TESCO'’s expenditure
under the Travelling Allowance head.

v’ Tor the purpose of projecting Travelling Expenses during the control period starting
from FY 202526 to ¥Y 2029-30, TESCO has applied a historical Consumer Price Index
(CPI)-based increase 6f 10.81%, reflecting the 10-year average inflation trend, This
approach ensures a realistc and inflarion-adjusted forecast of travel-related costs
aligned with national economic conditions.

v Accordingly, the requested increase in Travelling Expenses is fully justified and forms
an essential part of TESCO’s O&M cost projections for the contre! period,

Vehicle Maintenance and POL Costs:

v" TESCO operates across an extensive area of approximately 27,219 square kilometers,
necessitating the maintenance of a substantial fleet to ensure reliable service delivery.
As of the latest data, TESCO manages a fleet of 112 operational vehicles, To enhance
operational efficiency and meet the growing demands of its service area, TESCO has
recently procured additional vehicles, inclading 8 bucket-mounted trucks, 27 porters,
and 21 pickup vehicles,

v The cost of petroleum products has seen a significant rise over the years. Notably, the
average petrol price during FY 2019-20 was Rs. 117.50 per litre. As of April 2025, the
petrol price stands at Rs, 254,63 per litre, reflecting an increase of approximately 116.6%
over the period.

v In projecting vehicle maintenance and POL (Petrol, Oil, and Lubricants) expenses for
the control pericd starting FY 2025-26, TESCO has applied a historical Consumer Price

' WIS
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Index (CPI)-based inflation rate of 10.81%, which represents the average inflation trend
over the past ten years. This adjustment accounts for the rising costs associated with
vehicle operation and maintenance, including fisel, spare parts, and service charges.

v" Considering these factors, TESCO requests approval for the adjusted vehicle
maintenance and POL costs to ensure the continued reliability and efficiency of its fleet
operations throughout the control period.

Other Expenses

v" The “Other Expenses” head includes all essential costs that are not covered under
previously discussed categories. Major components of these expenses include Injuries
and Damages, Consultancy Fees, ERP Charges, Safety Consultant Fees, Legal Fees, Board
of Directors Fees, Rent, Advertising Charges, Telephone and Communication Services,
Computer Services, and utilities such as Power, Light, and Water, among others.

v" To project these costs for the control period from FY 2025-26 to FY 2029-30, TESCO
has applied a historical Consumer Price Index (CPI)-based inflation rate of 10.81%,
which reflects the average general inflation trend over the past decade. This approach
provides a balanced and economically sound basis for forecasting future costs without
overstating inflationary impacts,

v Accordingly, TESCO requests approval for the indexed increase in “Other Expanses” to
ensure continuity of eritfcal administrative and operational finetions throughout the

control period.

B_p__s?'s.hiuu_mkp_s,

v" The Repair and Maintenance (R&M) costs are a necessary and recurring component of
TESCO’s operational expend;tures, ensuring the continued functionality and reliability
of its physical infrastructure, These éxpenses cover routine upkeep of office equipment,
office buildirgs, and other facilities essential for the day-to-day. operatlons of the Supply
Business.

v Tor the purpose _oF projecting R&M expenses during the control period from FY 2025-
26 to FY 2029-30, TESCO has applied a historical Consumer Price Index (CPI)-based
inflation rate of 10.81%, which reflects the average inflation wend over the last ten
years, This inflation-adjusted forecast ensures that the company can maintain its
operational infrastructure efficiently and respond promptly to maintenance needs,
thereby supporting service quality and regulatory compliance,

Bad Debts

v' The Petitioner requested an amount of Rs.1,661 million as bad debts for the FY 2025-
26, and submitted that provision for bad debts has been calculated based on an average
of 3.5% of the total revenue requirement, in line with historical recovery trends and
actizal collection performance observed over previous years. This percentage reflects a
prudent and realistic estimate of the receivables that may not be recovered due to factors
such as non-payment by consumers, disputed bills, and systemlc challenges in remote

or high-loss areas.

v TESCO operates in geographically dispersed and socio- econbmica]ly diverse régions,
where recovery risks are relatively hlgher due to structural and administrative

‘%W
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limitations. Accordingly, the 3.5% provision has been applied to ensure that the
financial health of the company is not adversely impacted by expected non-collection,
and that operational stability and liquidity are preserved throughout the control period.

v This provision is consistent with accepted regulatory practices and helps maintain

financial prudence while ensuring that service obligations can continue to be met
without disruption,

v" The Petitioner during the hearing reiterated its submissions.

85, On the issue of controllable and uncontroliable factors, the Petitioner’s submitted that
Petrol, Qil & Lubricents (POL) and travelling allowance (TA) may be considered as
controllable expenses, whereas Operations Expenses, Salaries, Wages, and Pensions and
Repair & Maintenance (R&M) may be classified as uncontrollable expenses.

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

8.7.

8.8.

B.9.

11| Page

v “(a) tarifhs should allow licensees the recovery of any and all cost prudently incurred
to meet the demonstrated needs of their customers Tariff"

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 () tartfR should allow licensees a rate of rettn which promotes continued reasonable
" investment in equipment and facilities for improved and efficiént service;

v (@) tariflt s]z;c;m’a' include a mechanism to allow licensecs a benelit from and penalties
. for Bilure to achieve the efficiencies In the cost of providing the service and the
quality of service;”

Further, as per NEPRA determination of Consumer-end-Tariff (Methodology & Process)
Guidelines, 2015, the Authority shall choose a base year for the purpose of determining
the affected company's revenue requirement under multi-yeay tariff regime or annual
tariff regime. "Base Year" has been defined as the year on which the annual or multiyear
tariff projection is being made, which may be a historical financial year, for which the
actual results/audited accounts are available. It may be a combination of actual results and
projected results for the same financial year or it may be a pure projection of a future
financial year,

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

Considering the fact that the MYT has been filed for a period of five years i.e. from FY
2025-26 to FY 2029-30, and the cost for the £Y 2025-26 i.e, test year, is being assessed as
reference cost during the MYT contro} period, the Authority has decided to consider the
costs as pex the Audited/ provisional accounts of the Petitioner for the FY 2024-25 as base
year. -
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810. ‘The Authority considers that for projections or assessment of OPEX costs, the two
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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 also limits the losses/gains for the utility and
fts customers. However, the widely used approach is that no adjustments to allowed
Revenues or OPEX allowances are made in the next period to compensate for a deviation
from allowed OPEX in the current period except for certain allowed adjustments in terms
of CPI ete,

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

Salarie Apes an erhb 1uding post-retirement benefits

The Authority noted that head of Salaries, Wages and Other Benefits include employees
Pay & Allowances and Post-retirement benefits and accounts for over 80% of the
Petitioner's total O8&M costs, excluding therefrom depreciation and RoRB. The Authority
understands that employees of XWDISCOs are hired on Government pay scales, thus, any
salary increase announced by the Federal Government in Fiscal Budget is also applicable
on the employees of XWDISCO:s. Therefore, salaries & wages cost of employees can be
considered as un-controllable cost for XWDISCOs as long as they remain in public sector.

Considering the fact that the cost for the FY 2025-26 is being assessed, which would.be
used as reference during the MYT control period, the Authority has taken into
consideration the costs as per the accounts of the Petitioner for the FY 2024-25, and
information shared by the Petitioner subsequently in this regard, The Auchority 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.1,258 million, The
said amount has been considered as base cost and increases as approved by the Fedexal
Government on Salarles and Wages in the Federal Budget for the FY 2025-26 i.e. ad-hoc
relief allowance of 10% and DR allowance of 30%, along-with impact of annual increment
i.e. 5% have been incorporated thereon.

Accordingly, the cost of Salaries & Wages (excluding postretirement benefits, discussed
separately), for both the Distribution and Supply Punctions works out as Rs.1,445 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 adjustraent mechanism prescribed in the instant determination.

Since the Audited accounts of the Petitioner, do not provide bifurcation of the Salaries,
Wages and other benefits costs in terms of Distribution and Supply Funcﬁons,éljsrefore,
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for the purpose of allocation, of total cost of Salaries, Wages and other benefits in terms of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Thus, the cost of Salaries, Wages and other benefits (excluding postretirement henefits) for
the FY 2025-26 pertaining to the Supply function works out as Rs.285 million,

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

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

New Hiring / Additional Recruitment

Regarding additional recruitment, the Authonty observed that Salaries & Wages cost for
the FY 2024-25, as per the accounts of the Petitioner, has been considered as base cost,
therefore, impact of any new recruitment made till FY 2024-25 has already been accounted
for. For future recruitment, the Authority understands that any allowing cost upfront
either on account of new hiring or outsourcing, would be unfair with the consumers,
without considering/ analyzing its benefits. The Authority understands that it will beina
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 té actualize the Pay & Allowances cost of the
Pedtoner, based on its audired accounts for the relevant year, however, that would only
be to the extent of existing employees. Accordingly, the Petitioner is directed to provide
detail of services actually dutsourced during each year or new hiring if any, along-with its
financial impact and benefits accrued,-for consideration of the Authority, in its subsequent
adjustment/ indexation request. :

Post-Retirement Benefits

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

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

Here it is pertinent to mention that the Authority in the previous MYT of TESCO, 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.

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
Y 2024-25, and the request of the Petitioner for the FY 2025-26. Amordmgly, the cost of
post-retirement benefits being allowed to the Petitioners for the FY 2025-26, works out as
Rs.649 million, for both its disrribution and Supply functions.

Since the Audited accounts of the Petitioner, do not provide bifurcation of post-retirement
benefits in terms of Distribution and Supply Functions, therefore, for the purpese of
allocation of total cost-of post-retirement benefits in terms of Distribution and Supply
functions, the criteria as adopted by the Petitioner has been used. Accordingly, the cost of
post-retirement benefits for the FY 2025-26 pertaining to the Supply function works out
a8 Rs.157 million.

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

_pg;; & Mamtenancg Qgs;s_

Regarding Repair and maintenance expenses, the Petitioner mentloned such expenses
cover routine upkeep of office equipment, office buildings, and other facilities essential for

the day-to-day operations of the Supply Business.

The Authority has carefully examined the Petitioner's request. No doubt that the
adherence to service standards and improvement of customer services is only possible
thtough continuous repair and maintenance of distribution network, however, at the same
time the Pétitioner has also requested huge CAPEX for makmg additfonal investment in
Tixed Assets, resulting in new, expensive and efficient equipmient, leading to overall
reduction in R&M cost and increasing the rotal Assets base, The Authority also is of the
view that since the previous MYT of the Petitioner has ended on 30.06.2025, therefore, it
would be appropriate to account for the actual cost of the base year while projecting O8M
expenses and other Misc. expenses for the FY 2025-26, as any gain/loss of the previous
MYT control period may not be carried forward in the new MYT.
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12.3,  Inview of the foregoing and keeping in view the current approved tariff methodology, the
Authority has decided to allow an amount of Rs.267 million under R&M head, for the FY
2025-26, after incorporating the inflationary impact on the R&M cost as per the accounts
of the Petitioner for the FY 2024-25 for both the Distribution and Supply functions,

12.4.  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 Punctions, the criteria as
adopted by the Petitioner has been used. Accordingly, the cost of R&M for the FY 2025-
26 pertaining to the Supply function works cut as Rs,28 million.

12.5. " The assessed repair and maintenance cost for the FY 2025-26 i.e. Rs.28 million, shall be
consideréd 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, ‘

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

13. W.E-IQ&M&P. Ses .

13.1.  Other O%M expenses Include Travelling costs, Vehicle Maintenance and other expenses
i.e. Rent, Rates & Taxes, Power, Light and Water, Commumcauon, Bilt Collectlon
Charges, Office supplies, Director Fees, Auditor Remuneration, Professmnal Fees, Outside
Service Employed Management Fees, NEPRA License Fees, Advertisement & Publicity,
Subscriptions & Periodicals, Representation & Entertainment, Insu:ance, Bank Charges,
and other mlsu:llaneuus expense,

132. The Petitioner pro]ected its Other O&IM costs including Trave]]mg, Vehicle Maintenance
and other expenses, as under during the MYT control period fox its supply function;

: Min, Rs.
Description 2025-26
Travelling Co ' il
Transportation 17
Other Expenses - 10

Management fee / Bod Fee 2
Comnsultancy, aundit & legal fee' 4
Computer services 2
1
1

Rent, rates and taxes
Othet miscellaneous expenses
Total O&M | 48

13.3. ‘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. Accordingly, for assessment of Other O8M costs for the FY 2025-26,
the AuthonLy, keepmg in view the cost as per the accounts of the Petitioner for the FY

N\ el

15| Page
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13.4,

13.5,

2024-25, has decided to allow an amount of Rs.210 million t@ TESCO for the FY 2025-26.
The said amount of Rs.210 million is being allowed for both the Distribution and Supply
of Power functon for the FY 2025-26.

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

The aforementoned assessment for the FY 2025-26 shall be considered as referenea 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 runnihg expenses would be adjusted with

13.6.

13.7.

138.

13.8.
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“NCPI-Transport”, in line With the méchanism provided in the instant determination.

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 O8M costs in terms of Distribution and Supply Functions, the criteria
as adopted by the Petitioner has been used. Accordingly, the cost of other Q&M expenses
for the FY 2025-26 pertaining to the Supply function works out as Rs,108 millien. - -

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

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

PPMC

Here it is pertinent to mention that some DISCOs during the hearing requested to allow
cost on account of Management Fee of Power Planning and Monitoring Company {the
“PPMC"). DISCOs in support of their request referred to the SRO 1358-1 (2025) dated
29,07.2025, -issued by the Ministry of Energy (PD), pursuant to the Federal Cabinet
decision dated 27.10.2021, the National Electricity Policy, 2021, the National Electricity
Plan (2023-2027), whereby it has been designated as a “designated. entity” for the
implementation of the priority areas of the NE Plan, and strategic roadmap as per the NE
policy. The SRO further mandates the company to charge a fee from DISCOs, for the
services rendered, as may be approved by the BoD of PPMC from timie to time, The BoD
of PPMC may, on annmal basis, approve the annual budget and allocation of fees to
DISCOs.
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13.10. It has also been submitted that clause 34(f} of the IMF Country Report clearly
acknowledges PPMC's role in supporting policy, regulatory and tariff affairs, sector
reformis, privatization, CD management and integrated power and energy planning.

13.11. The Authority noted that the National Eleciricity 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 Minisay of Energy (PD), pursuant to the Cabinet decision, as well as other
justifications submitted by the DISCOs regarding the declaration of PPMC as a “designated

-entity” and its role in supporting policy, regulatory, and tariff matters, sector reforms,
" privatization, CD management, and integrated power and energy planning,

13.12, 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/
sexvices performed as designated entity for DISCOs and others, duly substantiated with
documentary evidence and justifications,

13.13. Accordingly, the Authority has decided to pend upfront allowing such cost on account of
PPMOC 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 tlie process prescribed in the SRO Ne. 1358(1)/2025.

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

14,  Whether therequested/projected smount under heads of Other Income, De "precgnons end
EORB ba_.ged on WACC of 17. 41% is ]usu.ﬁed?

Depreciation

141, The Petitioner has requested an amount of Rs,837 million on account of Depreciation and
submitted thdt projected depreciation expense has been calculated besed on the value of
existing fixed assets, along with anticipated additions during each year of the control
period: Depreciation is applied in accordance with-standaxd utility accounting practices
sing the straight-line method over the useful life of the assets. The apphcable depreciatlon

rates for various asset categones are as follows

. Buﬂdmgs and Civil Works: 2%

. Plant and Machinery: 3.5% - .
' Office Equipment and Vehicles: 10%
+  Other Assets: 10%

142, The Authority noted that as per the Methodology, depreciation expense for the test year,
which in the ingtant case is FY 2025 26, will be determined by applymg &e&:ia’c‘ioﬁ

17|Pdg=_-
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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 Authoxity
bas decided to allow the following provisional Investments under head of own financing,
which shall be subject to adjustments pursuant to the final decision of the Authority in
matter of DIP of the Petitioner,

Rs. Mln
Provisional Capex| TESCO
FY 2025-26 ' 1,783
FY 2026-27 1,591

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

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

Provisional T&D loss TESCO

FY 2025-26 8.89%
FY 2026-27 8.89%

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 {05) months of issuance of this decision. In case,
the T&D loss studies are not submitted within the allowed time period, the following T&D
Loss target shall become applicable for FY 2025-26 and FY 2026-27, and all relevant tariff
adjustment shall be reworked on such revised targets. The financial impact of such revision
shall be made part of PYA of subsequent tariff rebasing.

RevisedT&D Loss Target
(Failure to submit study)

FY 2025-26
FY 2026-27

TESCO
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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 (Deceraber 2027} review of
the DIP of the Petitioner, as the case may be.

Not used
Not used

After taking into account the new investments as mentioned above, the Gross Fixed Assets
in Operation for the FY 2025-26 have been re-worked, Accordingly, the depreciation
charge for the FY 2025-26 has been assessed as Rs.692 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.651 million for the FY 2025-26.
Accordingly, the consumers would bear net depreciation of Rs.41 million.

The actual depreciation reflected in the Audited accounts of the Petitioner for thé 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 terras of
Distribution and Supply Functions, the criteria as adopted by the Petitioner has been used.
Accordingly, the depreciation cost for the FY 2025-26 pertaining to the Supply function
works out as Rs.10 million.

RoRB

The Petitioner submitted that in accordance with NEPRA's Tariff Standards and Procedure
Rules, 1998, TESCO has calculated the Regulatory Asset Base (RAB) for the financial years
2025-26 to 2029-30 by summing the projected net fixed assets and the closing balance of
work-in-progress (CWIP), and then deducting the projected deferred credits.

To determine the Average Regulatory Asset Base for each year, the RAB values at the
beginning and end of the year are averaged. The Return on Rate Base (RORB) is then
calculated by applying the Weighted Average Gost of Capital (WACC) to this average
RAB, This approach ensures that TESCO's return is commensurate with its investment risk
profile and capital structure, promoting continued investment in the power sector.

To estimate the Return on Equity {RoE), TESCO has applied the Capital Asset Pricing
Model (CAPM), a widely recognized model used by regulatory agencies across the world
to determine the cost of equity for regulated utilities. Under this model, the following
inputs have been used:
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»  Risk-Tree Rate (RFR}: 0.554%, derived from the 5-year PIB repum
»  Market Return:11.92%, based on long-term average performance of KSE-100 index
¢ Beta: 1.1, indicating the volatility of TESCO relative to the market

Based on the above parameters, the estimated RoE for FY 2025-26 has been calculated as
16.92%. For the Cost of Debt, TESCO has considered the 6-month KIBOR rate as of April
28, 2025, which stood at 12.019%, and added a spread of 7% to reflect risk and borrowing
conditions, resulting in a total Cost of Debt of 19.01%. Accordingly, the WACC has been

worked out as under;

WACC= ((Ke x (E/V) + (Kdx (D/V}))

- WACC = [13.11%"30%) + [19.019%70%] = 17.41%

TESCO has projected 17.41%, 15.91%, 14,41%, 12.91%; 11.41% WACC for FY 2025-26 to
2029-30 respectively while incorporating same methodology.
The Authority observed that as per Secton 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) tarifl¥ should generally be calculated by mdudmg a depreciation charge and a rate of
refumn on the capital investment of each licensee commensurate to that earned by other

Investments of comparable risk;

() tari% should allow licensees a rate of reiumm which promotes continued reasonable
investment in equipment and ficilities for improved and eflicient service;

In line with the aforementioned guidelines, the Aﬁthority allows DISCOs, a Wéighted
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 Authonty includes a depreciation
charge in the reveriue requirement of DISCOs.

Consequent to the aforementioned discussion, the WACC works out as per formula given
below,
Cost of qu,l_t}g,
Ke=Re + (Ru-Re) x 8
Where;- :

Rris the risk free Rate

Ru js the Market Return

- fis Beta
The cost of debt;
Kd= K.IBOR + Spread
Accordingly, the WACC as per the given formula works pout as under,

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

N, gl
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. 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 Taxiff methodology, in case of negative equity the
Authority would consider a minimum of 20% equity and any equity in excess of 30%
would be considered as debt,

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

For risk free rate, the yleld of 05 year PIB is considered, The weighted average yield of
accepted bids for 5 years PIB as of 17.07.2025 remained at 11.4916%. Regarding assessment
of beta, the Authority has considered the earlier studies in the matter, range of betas used
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 dmcussed herein,
the RokE of the Petitioner, as derived strictly through the formulaic approach, works out
to a Jevel lower than the benchmark applied in recent determinations. However, the
Authority notes that RoE is not applied in isolation and must be assessed in the context of
sector-wide regulatory consistency and comparable. risk profiles. In this regard, the
Authority observes that a PKR-based RoE of 14.47 % has been consistently allowed in
recent determinations of XWDISCCs as well as in the case of X-Electic, 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 debr, it is the interest rate on which a company would get boxrowing
from the debt market / commercial banks i.e. a rate at which banks lend to their cusfomers,
In order to have a fair eyaluation of the cost of debt, the Authority has taken cost of debt
as 3 month’s KIBOR + 1.50% spread, as maxjmum cap. Consequently. the cast of debt has
been worked out 15 12.64% i.e. 3 Months KIBOR of 11.14% as of July 02, 2025 plus a spread
of 1.50% (750 basis posnts). ‘

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

Cost of Equity;

Ke = 14.47%

'1'_"]-1& 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 T0%) = 13.19%
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15.16. Based on above and using WACC of 13.19% on RAB by including allowed investment for
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the'TY 2025-26, the RoRB of the Petitioner for the FY 2025-26 has been worked out as
under;

| TESCO |

PEl
e

Fiand Assels Of8 17,675 19,019
Addifon 2,142 2,343

Fied Assals IR 18,816 22,161
Depraclation 5,075 5,768
Mo Flaod Asscls 13,744 15,235
Capial WP CIB 16,081 1,817

Ehad Ass0ls InG, WIP 24,625 kv

Los5 Deletcad Credils 15,512 138,515
Tetal 211 13,787

RAB 14,458
WACC 13.15%

RORE 1,511

The total amount of RoRB as worked out above has been allocated in terms of Distribution
and Supply Functions, as per the criteria adopted by the Petitioner itself. Accordingly, the
RORB for the FY 2025-26 pertaining to the Supply function works out as Rs.30 million.

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

In addition, the allowed RAB for previous year will be trued up downward, keeping in
view the amount of investment allowed for the respective year, other than consumer
financed investments. In case, the Petitioner ends up making higher investments than the
allowed (other than consumer financed investments), the same would be the Petidoner'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 térms of T&D losses etc. :

Here it is also pertinent to mention that the amount of receipts against deposit works has
baen 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 sepaxately, the entire mterest income shall be ad]usted as part of other
income.

The Authority also understands that interest payment is an obhgatory cash ﬂow liability
unlike discretionary dividend payment and considering the fact that any defauit may
hamper the financial position of the Petitioner, hence the Authority has decided 1o 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

Thar
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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,

Othker Tncome

The Petitioner has submitted that main sources of other income include Interest Income,
Sale of Scrape, Amortization of Deferred Credit, and income fromn non-utility operations.
Rental & Service Income ete, Accordingly, the Pedtioner has projected an amount of
Rs.736Tor the FY 2025-26, for its Distribution and Supply Function,

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

Smce the other income would be trued up every year as per the mechamsm provlded in
the instant determination, therefore, for the FY 2025-26, the Authority has decided to
allow an amount of Rs.736 million as requested by the Petitioner, including the amount of
amortization of deferred credit but exclusive of the amount of late payment charges (LPS)
for both of its Distribution and Supply functions. :

The Authority in consistency with its earlier decision, on’ the issue, has not included the
amouns of LPS while assessing the other incomé for the FY 2025-26. Here it is pertinent
to mention that the LPS recovered from the consumers on utility bills shatl 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, the amount of Other Income for the FY 2025-26 i.e. Rs.184 million has been
allocated to the Supply function:

The reference Other Income determined for the FY 2025-26 would bte adjusted annually
as-per the adjustinent mechanism preseribed in the instant détermination.- =~ . =

Financial Charges

The Petitioner submitted that financial charges are calculated im the light of
supplementary bisiness transfer agreement (SETA) between WAPDA and TESCO and
applicable bank charges. The Petitioner submitted following detail in this regard;

. | ¥Y 2025-26 |FY 2026-27 | PY 2027-28 | PY 2028-2% | FY 2029-30
DESCRIPTION Umt Profected Projected | Projected Projected’ | ~ Projected

Finanetal Chorges  pRs. Mint . 12 14 17 21 23

The Petitioner has not clearly explained its request of allowing separate financial charges.
However, since the Petitioner is aliowed RoRB on WACC based model, which also
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accounts for cost of debt, therefore, the Authority does not see any requl.rement for
allowmg separate financial charges to the Peunoner

What will be adjustment mechanism for future indexation of d mdexauon of different cog;pon ents o f
revenue requirement during the MYT? Whether there should any effici

Factor)?
Adjustment Mechanism

Regarding adjustment mechanism of different components, the Petitioner during the

. hearing submitted as under;

v'  Salaries, Wages, and Pensions: To be adjusted ammually in line with Federal
_Government salary and pension revisions announced in the national budget.

v Other O&M Components: To be indexed annually with CPI based on inflation
published by the Pak:lstan Bureau of Statistics (PBS) There is no efﬁmency factor or
consider isas 1.

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

Regarding ddjustment of O&M costs with efficiency factor X, the Authority in line with
its earlier decisions in the matter of MYTs, has decided to keep the efficiency factor as 30%
of increase in NCPI for the relevant year of the MYT control period. The Authority has
further decided 1o implement the efficiency factor from the 3% year of the control period,
in order to provide the Petitioner with an opportunity to improve its operational
performance, before sharing such gains with the consumers. The O8M part of Supply
Maxgin shall be indexed with NCPI subject to adjustment for efficiency gains (X factor).

Indexation of O&M cost components

~retir ; Considering the fact that employees of

XWDISCOS are luriad on Govemment pay scales, and any salary increase announced by
the Federal Governiment 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 cage may be. ‘
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Adjustrnent Mechsnism - Selaries, Wages & Other Denefits

Revised Salarles, Wagas & Other orwfis Experses = Refl Selarles, Wages & Other Henefita x { 14+{GoP Increase ox GPI}]

'The allowed Sohries, Wages & Other Bonefits may be considered as reference cost for future adjustment,

The Authority muy consider o allow GoP fncreese till the time the DISCOs remaln in public sector, otherwise CPL
indexation may ellowed if DISCOs get privadized.

The sllnwed amonnt shall be nctualized based on Audited accounts for the relevant year, cumldeﬂng the same ad
uncontrollable cost on pert of XWDISCOs.

Considering the fact that the Petitioner is obligated to pay to its pensioners, the pension
increases announced by the Federal Government, therefore, being an un-controllable cost,

~ the Post-retirement Benefits would be actualized based on the audited accounts of the

17.7.
17.8.

17.9.
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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 Pu:t-reiirg_r_ncnt Benefits payment

Revised Post=Retircanent Benclis = Ref, Pots-retlrement Benefits x [ 1+{GoP Increase or CP1))

The allowed Post-Reilrement Benelis may be consldered as reference cost for fure adjustment,
''he Autherity may coosider to allow GoP incrcase tlll the time the DISCOs remain in public sector, otherwise CPI

indexstion ma)r eowed if DISCOs get privatized,

T'ke elipwed amount shall be vetualized based on Aundited accounts for the relevant year , comldoring the ame as
uncontrollable cost on pezt of KWDISCOs,

Transportation/Vehicla Runn:mg_gcpense portion of Q&M cost

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

Vehicle running/Transportation expenses (Rev) =
(Vehicle running/Transpoxtation expenses (Refyx {1 + (Transport index of NGPL)])

Remaining O8M costs will be indexed every year according to the following formula:

The reference costs would be adjusted every Year with NCPI-X factor. The X factor would
be applicable from the 31 year of the MYT control period. The Adjustment mechanism
would be as under;

O &M(Rev)~Q & M Ref) x {1+ (NCPEX)]

Where _
O&MRev) = Revised O&M Expense for the Current Yéar

O&MRef) = 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

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

X ' = Efficiency factor i.. 30% of NCPI relevant for indexation purpose
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18.  RORB

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

Adjustment Mechanism - RoRE

4

RORI{Rev) ~RORB(Ref) x RAB(Rev) / RAB(Ref)

‘The ullowed RORB may be considored ps reference cost for futuze adjustment.

Iny addition the alfewed RORB for previons year will be trued up based one actual investment {maximum eap to the waent of allowed
tivesttment)earried out during that yesr. Fercher KIBOR fluctuation on b-swmal basis also subject to edjustment. Furthar Spread of
1.50% & allowed as maximum <ap, in ease DISCOs manage to obtain financing on spreed kess chan 1.5% tha same sha]l be adjusted as
purt of PYA.

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

183. In addition, the allowed RAB fox 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 conswmer financed investments), the same would be the Petitioner’s
owm commercial decision and would not be considered while fruing 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.

18.4, The Authority also understands that interest payment is an obhgatory cash flow llablhty
unlike. discretionary dividend payment and considering the fact that any default may
hainper the financial position of the Petitioner, hence the Authority has decided to cover
the risk of floating XIBOR. Accordingly, fluctuation in the reference KIBOR would be
adlusted biannually, In addition, the Authority has also decided to adjust savings, if any,
resulting from cheaper financing by t 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 moxe 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 barne by the Petitioner itself. Similarly,
if the Petitioner’s total actua] 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.,

19.  Depreciation Expenses
19.1. The reference Deprecmtlon charges would be adjusted every Year as per the f'ollomng
fo;rmula,

DEP (Rev) DEP (Ref} x GI‘AIQ (Rey)

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

q et
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GFAIO (Ref) = Rel’erence Gross Fixed Assets in Operation for the Reference Year

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

Other Income

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

Adjustment Mechanirm - Other Income [{*]3]

otgen O Allawed Brovious year) + (OX{allowed for pravious year) =
. Ol{Actuel previsus year)}

The allowed Other locorme may ba consldercd as relerence cost for future odjuatment,

Tny additson the gliawed Other Incoinn foz provious year will be trued up based on aciwa) Othor Income durlng that year

Working Capital

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

9: i L‘ ;—‘3{“"1’1:?:8‘ If{:i ‘,*u
Current Assets
[Trede debt (days of Revenue Racclva'ble) | 75 | 0.07 | 4,825 l
Total Curreot Assets L 3\ 4,825
C\lrrenl: Linb)llties
I.PP From CPPA 411 ol 1,446
CPP From CPPA 34 009 | 3903
T ransimission : . 30 0.08 419 b
Distribution . { 30 -0.08 320
Total Liabilities 6,087
[ BT J (1,262)
Cosl:ofdcht local P ' '-"_ 1386
Working Capital Gost. : N I - . o {151}

As mentioned in the table 2bove, The Petitioner's working capital requirement for the
Supply function has been assessed as negative Rs.1,262 million and cost working capital
requirement works out as negative Rs.151 million, based on 3 menths KIBORi.e. 11% +1%
spread as maximum cap, subject to downward adjustment in case the actual spread remains
lower, The same is allowed to the Petitioner for the CY 2026, and is subject to ac@stment,
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as per the mechanism provided below, once the andited accounts of the Petitioner for the
FY 2025-26 are available. - -

Working capital (Supply)

Revised cost of working capltal ‘Working capital reqmrement as per given formulax Cost
of debt on allowed parameters

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

-Cost of Debt shall 3 Months KIBOR + 1% spread as maximum L Cap, subject to downward

" adjustment at the end of each financial year.

Actalization of Previous year based on a]lowed revenue as PYA
Current Assets ’

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

Current Liabilities

- Payables pertaining to EPP & CPP based on average Number of days data to be
provided by CPPA-G.

- Transmission charges (30 days) & Distribution Charges (30 days) or based on
contractual agreement, if any.

- Actualization of the aforementoned heads shall be based on allowed costs after
accounting for the impacts of allowed adjustments.

AJl ‘heads based on allowed days to be actualized after incorporating the impact of allowed
adjustments, if any. While a(.tuahzmg these heads lrnpact of working capital cost be

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

- Any other amount retained by the Petitioner

3 Month KIBOR + 1% Spxead 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 if;curred by the Petitioner shall be considered, if any. In case
actual weighted average spread is lower than 1% cap, the same shall be adjusted downward
only. No upward adjustment of spread is allowed.

Here it is also pertinent to mention that since the amount of réceipts 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 sepérately, the entire interest income shall be adjusted
as part of other income.

“Theﬁler the requested PYA, is justif dZ

The Petitioner although did not request for any amount under the head of PYA however,
the Authority understands that there are certain costs especially related with the PPP,
which are to be trued up subsequently. .
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222, Accordingly, based on the available information, Authority’s decisions in terms of FGAs
and Quarterly adjustments for the relevant period, and mechanism provided in the MYT
determination, the Authority has assessed the PYA of the Petitioner under various heads

as under;

Rs. Min
Deseription{ {TESCO
QTR 3,452
D.M 1,167
PYA (234)
Sales Mix 787
True Ups -
2023-24¢ (374)
2024-25 880
Other Head (234)
Total 5,443

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

23.  Whether _the recoyery tarpet and provision for bad debt ns provided
in petition js justified?

23.1. ThePetitioner requested an amount of Rs.1,661 million on account of provision/ allowance
for bad debts for the FY 2025-26 & elso for each year of the MYT contol period, and
providead the following justification in this regard;

v. Due to Non implementation of Land revenue act in FATA region bad debts cannot be
written off.

v The i:»rovision for bad ‘debts is calculated at 3.5% of the total revenue requirement,
based on historical recovery trends and acwual collection performance,

v The percentage represents a prudent and realistic estimate of receivables unhkely to
be recovered due to non-payment, billing disputes, and operational challenges. in
. Temote or high- ~loss areas.

v TESCO's wide and socio-economieally diverse service area increases recovery risks due
to structural and administrative constraints. '

v The 3.5% provision ensures financial stability, operational continuity, and adequate
Liquidity. throughout the control peried. - _

v ‘The approach is consistent with regulatory practices, ensuring financial prudence and
reliability in meeting service obligations. - '

23.2. Hexe it is pertinent to mention that previously XWDISCOs have not been allowed any
recovery loss and tariff setting has been at 100% recovery assumptions. Write offs were
allowed to certain XWDISGOs on provisional basis, subject ta fulfillment of the laid down
criteria, -but since no XWDISCO was able to actually write-off any amount, the
provisionally allowed amounts of write-offs were adjusted back.

233. The Authority although initia]ly allowed recovery loss to K—Electric however,
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including the Ministry of Energy (MoE) itself, and the CPPA-G, the Authority decided
not (o allow any upfront recovery loss and only a capped amount of write- -offs was a].lowed
to K—Electrlc, subject to fulfillment of the préscribed criteria, '

For 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’ Alowing of a recovery loss trajectory, effectively transfers the financial burden of

DISCO inefficiencies onto paying consumers, thereby penalizing corapliant customers
while subsidizing non-payment. The MoE (PD} also submitted that this approach is
inconsistent with the principle of prudent cost recovery enshrined in Section 31 of the
NEPRA Act and the Tariff Rules, -

Clause 5.3.2 of the NE Policy envisages that "timely recovery of bad debt that is

‘prudent shall be allowed by the Regulator with the incorporation of facilitative

provisions in the regulatory framework as per industry practices and procedures,” In
this context, SD 31 of the NE Plan operationalizes Clause 5.3.2 of the NE Policy by
laying out clear criteria for bad debt write-offs applicable across the sector. Clause

' 6,1.3 of the NE Policy reinforces that the NE Plan shall serve as the implementation

tool for achieving policy goals.

Consequently, the Authority is legally obligated under Sections '7(2)(13) 14A(5), and
31(1) of the NEPRA Act to align tariff determinations with the NE Plan and apply its
prescriptions uniformly to all DISCCs. If this practice of allowing recovery loss is
extended sector-wide, the projected annual burden would rise to Rs.270 billion,
potentially accumulating to Rs.1,500 billion over seven years. Such a development
wouild jeopardize the financial sustainability of the power sector and Tun contrary to
the goals of tariff rationalization and reform- based efficlency. '

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

It is the duty of the Authority while discharging its function of determining and
recommending tariff that: (a) the interests of the consumers and the companies
engaged in providing electric power services is duly protected in accordance with the
principles of transparency and impartiality; and (b) it shall be guided by the NE Policy,
the NE Plan and the guidelines of the Federal Government.

Recovcry ‘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.

The Authority while deciding the MLR of the MoE and CPPA-G in the matter of KE's
MYT, also construed that since the MoE (PD) is actively pursuing privatization of other
XWDISCOs; so the submissions made by the MoE (PD} in its Motions for not allowing any
up-front recovery loss, can be construed as a policy decision, meaning thereby that similar
treatment will be offered to other DISCOs.
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23.6, In view of the above discussion and the fact that allowing recovery loss allowance
effectively - transfers the findncial 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, TESCO's tariff is being
determined on the basis of 100% recovery target as also proposed by TESCO itself. TESCO,
however, will be allowed to claim write-offs, after fulfillment of the given criteria, as per
the following limits, to be considered as maximum cap for the relevant year;

TY 2025-26] FY 2026-27| FyY 2027-28 ¥Y 2028-29| ¥Y 2029-30
| TESCO 3.00% 2.50% 2.00% 1.50% 1.00%

 Criteria for claiming acmal write-offs

a, Actual write-offs, if any, against private consumers only, pertaining to billing made
dufing the current MYT period i.e. FY 2026-30, after fulfillment of the following
criteria subject to maximum cap as provided above. The claim shall be verified by third
party/auditor, based on the following criteria; '

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

il. Theage ofsuch non-recovery is over three (3) years.

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

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

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

vi. DPetitioner’s BOD shall ‘approve all write-off claims in accordance with the
Authority’s approved write-off policy. The Petitioner’s BOD approved write-off
shall be subject to independent third-party verification that the write-offs are as per
the Authority’s approved write-off policy. The terins of references (TORs} for third
party / auditor verification of write-offs shall be prepared by Petitioner and shall be
approved by the Authotity. 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 thixd-party independent
auditor, in accordance with the approved TORs, after expiry of the MYT 2026-2030
shall be allowed by the Authority.

%4.  Whether there shouldb fixed cherges on Units exported by net metering users to the the
gxtent of Transmjgsion and and,I_).l_gm__@h&g_.gx_o_emﬂs_

24.1. The Petitioner during the hearing proposed that fixed charges should be applied on net
metering of industrial and commercial consumers which have independent, installed
transformer. Consumers on peak kW import may be charged in line with the CPPA-G
capacity charges per kW per month, while the variable charges shall be charged as per the

Y Arattl
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national energy charges determined by NEPRA.on monthly basis. This will help to recover
the capacity and network costs incurred by DISCOs for maintaining tzansmission and
distribution infrastructure, These measures ensure cost-reflective tariffs and promotes
equitable sharing of system costs among all consumer categories.

242, The Authority noted that vide decision dated 23.06.2025, all DISCOs have been directed
to undertake a comprehensive study as outlined below, to thoroughly examine the impact
of ToU tariff timings and Distributed Solar integration on utilities operations,

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

= Comprehensive assessment of the fnancial and technical Impacts of distributed solar
photovoltaic (PV) intepration on distribution utility operations and infiastructure

24.3. 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,

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

245. 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 arid rate for units exported by such consumers, Therefore, for the purpose of
instant determinarion. the Authaority has decided not to make any changes in this regard.

25, ﬂhether the existing fixed charges App _g_ab_le to g;ﬁerem; consumer categories needs to

be revised and requires ch charges base
Actual MDI or Sanctioned Tord or othgm’ a?

26, Whether there should any Fixed Chayges on consumer’s categorjes who aré qurrently not
paying any fixed charges? '

' The Petitioner during the hearing submitted that fixed charges be enhanced in line with
the revised tariff structure to ensure cost recovery and tariff rationalization, Fixed charges
should be applied based on the on actual MDI, ensuring fairmess and consistency across
consumeér categories. Consumer categories currently not paying fixed charges (excluding
domestic consumers but included Net Metering consumers) may be considered for
inclusion under the fixed churge framework. This approach will help reﬂect true capacity
cosl:s and st engl.hen ﬁnanmal sustamabﬂlty of the utlllty

26,1. ‘The Authority noted that earlier fixed charges were bemg lewed at eround Rs.400-
500/KW/month based on higher of 50% of sanctioned load or actual MDI for the month.
The rate was subsequently. enhanced to- Rs.2,000/KW/month vide decisions dated
14.06.2024, however, the Federal Government vide its Motion for uniform tariff dated
03.07.2024, requested to revised the same downward as Rs.1,250/kW/month based on
higher of 25% of the sanctioned load or actual MDI for the month, The Au ority vxde

32}':’11'3?.
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decision dated 11.07.2024, in the matter of uniform tariff Motion, considering the
concerns raised by stakeholders, and prevailing ecdnomic challenges decided to restrict
fixed charges at Rs.1,250/kW/month.

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

Here it is also to be highlighted that the Authority has recently initiated the process of
notifying the NEPRA (prosumer) Regulations, whereby, changes in both the methodology

. and rate for the exported units are béing proposed, Thesé 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.

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

'Whethg; the schedkﬂe of tariff be designed on cost—of—semce bas is or otherwise 'ﬂ

The Petitioner submitted that under the current tariff regime, the tariff structure mcludes
embedded cross-subsidies and inter-DISCO sub51d1es to balance consumer aff'ordablhty
and udlity viability. However, as the power market transitions toward a competitive,
market-based framework, a cost-of-service-based approach may, be adopted gradually.
This phased transition will ensure tariff rationalization, Anancial sustainability, and fair
cost recovery across all consumer categories,

The submissiohs of all DISCOs regarding the applicability of a cost-of-sexrvice (CoS) based
tariff structure have been analyzed. Multiple DISCOs like HESCO, GEPCO, QESCO,
HAZECO, and PESCO explicitly referred to the NE Plan SD-82, 83 and 84, which call for

 wransitioning toward CoS-based tariffs to promote transparency, financial sustainability,

and equitable allocation of costs among.consumer categories, DISCOs in general have
supported CoS based tariff design, which would enhance transparency, and equitable cost
allocation among consumers in texms of actual costs they impose on the system.

The Authority noted that NI'.. Plan provides that tariffs for the residential consumers shall

beprogressively adjusted to align with the principle of cost-of-service, taking into account

the following: :

a. ‘Subsidies to protected categories of residential consumers shall be disbursed directly
* pursuant to. the detailed action plan to be developed under Strategic Directive 067;

b, Residentigl consumers (below cost recovery) shiall be cross subsidized by:
i, industrial & commercial conswmers, pursuant to the Strategic Directive 084;
i, Othér residential consumers {above cost recoverj;)

SD 84 states that Cross-subs1dy by the productive consumers, to subsidize res1dential and
agriculiural consurmers, shall be progresswely restricted to 20% of‘ the respectwe cost of

service of such consumers by FY-2026.
%Y M(Lb
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gradually reduce the quantum of cross subsidization by the Industrial conswmers 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).

hether there wi be any claw back mechanism or not?

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

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

Upfront Indexation/adfnstment for the period July 2026 to Decembex 2026

The Ministry of Energy (MoE) vide letter dated 18.08.2025, submitted that NEPRA
determines the consumer-end tariff for XWDISCOs and K-Electric in accordance with
Secdon 31 of the Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1997 (the Act), read with Rule 17 of the NEPRA (Tariff Standards and
Pracedure) 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 intexnal meetings,
public hearing, tariff detexrmination 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 unfortunare coincidence, the consumers face
high Fuel Charges Adjustments (FCAs) as well as the annual raxiff 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
(Methodology and Process), 2015" to enable alignment of schedule of regulatory
proceedings for planning activities and rate case & tariff determinations.

The MoE submiited that the Cabinet has approved that policy guidelines may be issued to
NEPRA to revise the annual taxiff determination process timelines by amending the
relevant legal and regulatory framework in a way that the rebasing is notified with effect

-
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from 1% January, each year, after completion of all regulatory proceedings, In this regard,
it is highlighted that NEPRA has already determined Power Purchase Price (PPP)
references up to June 2026, Projections for the remaining six months will be shated
subsequently.

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

"WEPRA shall revise the annual tarifF determination process timelines by amending the
relevant legal and regulatory framework (guidelines, rules and procedures) to enstre that
annual rebasing is notified with effect from January I of each year, after completion of all
regulatory proceedings,”

TESCO also vide letter dated 22.10.2025 submitted that the MoE vide letter dated
16.10.2025, has conveyed that the Federal Goyernment 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.

TESCO further stated that it has already submitted jts Multi-Year Tariff (MYT) Petition
for TY 2095-26 to FY 2029-30 for determination and the decision of the Authority is
awaited. TESCO accordingly requested that the Authority to determine the consumer-end
tariff for the period from July 1, 2026 to December 31, 2026 in accordance with the revised
annual rebasing timeline effective January 1, 2026, to ensure smooth and timely transition
to the revised rebasing schedule,

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

Interim
Deseription lndexation
(Jul. to Dec.
2026)
Salaries, Wages & Other Benefits 985
Post Retirement Benefits 373
Qther O & M Costs 288
Depreciation 340
Return on Rate Bage 880
Gross Distribution Margin 2865
{Less: Other Income -391
{Net Distribution Margin 2474

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

Q st
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completed the consultation process for revision in "Guidelines for Determination of
Consumer End Tariff (Methodology and Process), 2015", and the same are now in the
process of notification,

Further, in lght of the instant policy guidelines, the Authority has determined the revised
Power Purchase Price (PPP) references for the period from January 2026 to December
2026 through a separate decision, Pursuant thereto and keeping in view the request of the
Petitioner to also determine tariff for the period from July 1, 2026 10 December 31, 2026,
in accordance with the revised annual rebasing timelines, the Authority has also
determined provisional revenue requirement of TESCO for the period from July 1, 2026
to December 31, 2026 as under:

v, BY9026-27. 5

Pay & Allowances
Post Retiroment Benefits
Repair & Maintainance
Traveling allowance
Vehicle maintenance
Other expenses
Q&M Cost [MIn. Rs.)
Depriciation
RORD
O.income

[Margin [Mln, Rs.) [SSeN

For the purpose of rebasing for the period from Jan. to Dec. 2026, the amount recovered
by the Pelitioner, to the extent of distribution and supply margin along-with PYA, from
Jul. to Dee. 25, based on interim tariff allowed for the FY 2025-26, has been adjusted from
the revised assessed tariff for the FY 2025-26. The recovered amount has been calculated
by applying the Rs/kWh rate as per the interim tariff (to the extent of Distribution &
Supply Margin and PYA), with the projected unit sales from July to December 2025.

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

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

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

and CY 2026 (January 26 to December 26) including upfront Indexation/adjustment for
the period July 2026 to December 2026, to the extent of Supply function is summarized as

under;
N ol
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[MEWh 1,554
[MkWE) 1,416
(MREWh) 138
{9 _§ B.B0%
Encrgy Charge
Capacity Charge
‘I'ransmission Charpe/ Market
Operator Fee
Distrifation Business Cost
Power Purchase Price {Mln. Rs.)
Pay & Allowances 2485 267
Post Retlrement Benefits 157 169
Repar & Meinainance : 28 41
T'raveling allowance 12 13
Vehlele maintenance 5 3
Ovhor expenses 71 73
Q&M Cost Ml Rs.} 577 596
Depticiation
RORB
O.Income
Margin Ml Rs, i
Priot Year Adjustment (PYA) [Min, Rs.} 5,442
Working Capltal [MIn, Bs.] {151
Revenue Requirement {Mn Rs.} 434 69,416
Average Tariff [Bs./kWh] 49.03

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

30.3. The Petitioner is directed to follow the following time lines for submission of its fature
indexation/adjustment during the MYT control period;
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The Petitioner is directed to ensure separate disclosure of each item in its audited financial
statements a5 mentioned in the determination.

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

The Petitioner is responsible to provide service within its service territory on a non-
discriminatory basis to all the consumers who meet the eligibility eriteria 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 shall follow the performance standards laid down by the Authority for

30.10.

31
31.1.

32,

33.

38|Page

iv.

distribution  and  transmission 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 for satisfying its service obligations and acquiring and selling its assets.

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

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

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 provide comprehensive reconciliadon of PYA allowed under different heads for at
least last 3 years with the revenue reported in audited accounts.

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

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

To get' its data, fegarding units billed to lifeline consumers, domestic consumers
{(consuming up-to 300 units) and Agriculture consumers, reconciled with PITC and
submit such reconciliation to the Authority every year.
To ensure that by the time it files its next tariff petition/ adjustment request, MDI for
all consurners at all levels is properly recorded.
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 Regulatlon of Generation,
Transmission and Distribution of Electric Power Act, 1997,

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

decision of the Authority.
AUTHORITY
QW\\H& &/wwﬂ-agl £
Amina Ahmed Engr. Maé]soqd Anwar Khan
Member  Member

i
W
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
corresponding months will be determined according to the following formula

Fue} Price variation = Actual Fuel Cost Component - Refetence 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 firel cost component is the fuel cost component for the cotresponding 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, )1!\ . q_

bo -



Annex-I-A

QUARTERLY ADJUSTMENT MEGHANISM

Quarterly adjustment shall be the Actual variation in Power Purchase Price (PPF), excluding
TFuel 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 (ag))= excluding Fuel cost)-PPPrecovercd din t
‘Where;

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

PPPRecovered) 18 the amount recovered based on reference rate in Rs./kWh, excluding
fuel cost, ds per the tariff determination that remained notified during the period.

Impact of T&D losses on FCA

Monthly FCA allowedmeawmx Actual units Purchase x 9% T&D losses

Where;

Monthly FCA allowed (sawh 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 period.

The sum of amounts so worked for each month of the Quarter shall be divided by the Projected units to

be sold as determined by the Authority to work out Rs/kWh Quarterly adjustment., ST
' VIR
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Annex-V

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

GENERAL DEFINITIONS

The Company, for the purposes of these terms and conditions means TESCO 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 rariff 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 detexmining 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-paxt 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 Actua]l maximum demand
recorded in a month, whichevex is higher, except in the case of agriculture tariff D2
where “Billing Dernand” 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 connections or consumers who have
renewed/revised their sanctioned foad, the fived charges will be charged on 25% of
the sanctioned load or actual maximum demand recorded in a month, whichever is
higher. However, upon establishment of MDI in next six months, the adjustment of
lixed charges will be made accordingly by the DISCO.”

Provided also that consumers having alternate/ dual source le. captive power, net
metering elc. the existing mechanfsm of fixed chaiges shall remain the same Le. the
259 of the sanctioned load or actual maximum demand recorded in a month,

whichever is higher,

5. "Variable Charge” means the sale rate per kilowatt-houx (kWh) as a single rate or part
of a two-part tariff applicable to the actual kWh consumed by the consumer duxing 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 minmutes’ duration except in

the case of consumption velated to Arc Furnaces, where “Maximum Demand” shall
mean the maximum of the demand obtained in any month measuxed over successive

periods cach of 15 minutes’ duration.
Q‘ Madh »
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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 ¥Wh to XVAh recorded during the month or the
ratio of kWh to the square roat 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 tirae periods in a day:
* PEAK TIMING OFF-PEAK TTMING
Dec to Feb (inclusive) 5 PM to 9 PM  Remaining 20 howrs of the day
Max 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 appliances inclusive of both
general and motive loads subject to the conditions that in case of connected or
sanctoned load 5 kW and above supply shall be given at three-phase.

"Consumer"” 28 defined in NEPRA Ack.

“Charitable Institution” means an institation, 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 Generadon, Transmission and Distribudon of
Electric Power Act.

GENERAL CONDITIONS

1.

Z|Page

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

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

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

In the case of two-part 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 factox 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%. MUQR




PART-T
(Definitions and Conditions for supply of power specific to each consumer category)
A-1  RESIDENTIAL
Definition
“Life Line Consumer” means those residential consumers having single phase electric
connection with a sanctioned load up to 1 kW,

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

“Protected consumers” mean Non-ToU residential consumers consuming g 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 k'W shall be billed on single~part KWh
rate i.e. A-1(a) tariff.

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

Schedule of Tariff.

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

A2 COMMERCIAL

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

i) Shops/Flower Nurseries/Cold Storage

i} Hotels, Hostels and Restaurants,

iif) Petrol Punips and Seryice Stations,

iv)  Compressed Natural Gas filling stations,

v) Private Hospitals/Clinics/Dispensaries,

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

vii)  Guest Houses/Rest Houses,

vill)  Office of Lawyers, Solicitors, Law Associates and Consultants ete.
ix)  Electric Vehicle Charging Stations (EVCS)

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

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

3. The Electric Vehicle Charging Station shall provide “charging service” to Electric
Vehicle shall provide chargin ice to Electric Vehicles as per the applicable tariff
fox EVCS eategory, plus maxgin, to be determined by the maxket forces jtself. 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. All exdsting consumers under tariff A-2 having sanctioned load 5 kW and above shall
be billed on A-2(b} tariff till suck time that they are provided T.O.U metering
arrangement; thereafter such consumers shall be billed on T.O.U tariff A-2(c).

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

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

i Approved religious and charitable institutions

i, 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 l:fe billed on single-part kWh rate j.e.
A-3(a) tariff,
B INDUSTRIAL SUPPLY
Definitions
1. “Industrial Supply” means the supply for bona fide industrizl purposes in factories

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

2. PFor the purposes of application of this tariff am “Industry” means a bona fide
undertaking or establishment engaged in manufecturing, value addidon and/or
processing of goods.

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

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

Conditions
An industrial consumer shall have the option, to switch over to seasonal Tariff-F,
provided his connecton is seasonal in nature as defined under Tariff-F, and he q‘
5\ 2 Ctlﬁl &
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undertakes to abide by the terms and conditions of Tariff-F and pays the difference of
security deposit rates previously deposited and those applicable to tariff-F at the time
of acceptance of option for seasonal tariff. Seasonal tariff will be applicable from the
date of commencement of the season, as specified by the customers at the time of
submitting the option for Tariff-F. Tariff-F consumers will have the option te 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

B2

B-3

5/Page

This tariff is applicable for supply to Industries having sanctioned load upto 25 kW,

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

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

The existing and prospective consumers having load of 5 kW and above shall be
provided T.0.U metering arrangement and shall be billed under tariff B1(b).

SUPPLY AT 400 VOLTS

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

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

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

SUPPLY AT 11 kV AND 33 kV

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

The consumers may be zllowed extension of load beyond SMW upto 7.5MW from the
DISCO's owned grid station subject to availability of load in the grid and capacity in
the 11KV existing dedicated feeder. In such a case the consumer will bear 100% grid
sharing charges including wansmission line charges and 100% cost of land
proportionate to load. While allowing extension in load, the DISCOs shall ensure that
no additional line losses ave incurred and additional loss, if any, shall be borne by the
respeclive consurers.

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




4,

B-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).

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

SUPPLY AT 66 kV, 132 KV AND ABOVE

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

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

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
vonsumer unless he provides, to the satisfaction and approval of the Company, an
independent grid station of his own including Land, Building, Transformers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, or, alternatively, pays to
the Company for all such Land, Building, Transformers, Circuit BreaKers and other
necessary equipment and apparatus if so provided and installed by the Company. The
recovery of cost of service connection shall be regulated by Eligibility Criteria laid
down by the Authority read with CSM.,

4, All B-4 Industrial Consumers shall be billed on the basis of two-part T.O.U tariff,

BULK SUPPLY

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

General Conditons

C-I

GiPage

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

SUPPLY AT 400/230 VOLTS
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This Tariff is applicable to a consumer having a metering arrangement at 400 volts,
having sanctioned load of up to and including 500 KW,

Consumers baving sanctioned load less than 5 kW shall be billed on single-part kWh
race i.c, C-1(a) tariff.

All new consumers having sanctioned load 5 kW and above shall be provided T.O.U
metering arrangement and shall be billed on the basis of Time-of-Use (T.0.U) tariff C-
1{c} given in the Schedule of Tariff.

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

C-2 SUPPLY AT 11kV AND 33kV

This tariff is applicable to consumers receiving supply at 11 KV or 33 kV at one-point
metering arrangement and having sanctioned lozd of more than 500 kKW up to and

including 5 MW,

The consumers may be allowed extension of load beyond SMW upto '7 SMW 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 Jine charges and 100% cost of land
proportonate to load. Howevet, 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
incurred and additional loss, if any, shall be borne by the respective consumets,

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 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 regilated by the Eligibility Criteria
laid down by the Authority read with CSM.

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

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

C-3 SUPPLY AT 66 kV AND ABOVE

1.
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This tariff is applicable to consumers having sanctioned load of mere than 5000 kW
receiving supply at 66 kV and above,

If the Grid Station required for provision of supply falls within the purview of the
dedicated system under the Eligibility Criteria laid down by the Authority read with
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, Transfoxmers, Circuit
Breakers and other necessary equipment and apparatus as part of the dedicated
distribution system for receiving and controlling the supply, ot, alternatively, pays to

the Company for all such Land, Building, Transfcnners, Circuit Breakers and other




necessary equipment and apparatus if so provided and instalied 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. lxisting consumezs governed by this tariff shall be provided with T.O.U metering
arrangement and converted to C-3(b).

4, Al new consumers shall be provided TOU metering arrangement and shall be billed
on the basis of tariff C-3(b) as set out in the Schedule of Taxriff,

D AGRICULTURAL SUPPLY

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

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

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

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

iii) Tube-wells meant for aqua-culture.

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

2, If, for any rcason, 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
acceleration or.retardation, But if the date is accelerated or retarded by more than 4
days, the fixed charges shall be assessed on proportionate basis for the actual number
of days between the date of the old reading and the new reading,

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

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

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

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

3. All new consumers having sanctioned load 5 kW and above shall be provided TOU
metering arrangement and shall be charged on the basis of Time-of- Use (T.0.U) tariff
D-1(b) given in the Schedule of Tariff.

8|Page




4, All the existing consumers having sanctioned load 5 kW and above shall be provided
T.0.U metering arrangements and shall be governed by D-1(a} till that time,

D-2

1. This tariff is applicable to consumers falling under Agriculture Supply excluding
SCARP xelated 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 XW and above shall be provided TOU
metering arrengement and shall be charged on the basis of Time-of- Use (T.0.U) tariff
D- 2(b) given in the Schedule of Tariff,

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

E-1 TEMPORARY RESIDENTIAL/COMMERCIAL SUPPLY

Temporary Residential/Commercial Supply means a supply given to persons
temporarily on special occasions such as ceremonial, religious gatherings, festivals,
fairs, exhibitions, political gathering, marriages and other civil or military functions.
This also includes supply to touring cinemas and persons engaged in construction of
bouse/buildings/plazas of single phase loads. A temporary electric power supply
connection for the construction shall be provided by Distribution company initially
for a period of six months which is further extendable on three month basis up to
compleuon of the specific job/project for which the temporary connection was
obtained,. However, there is no miniraum time. period for provision of temporary
connection. The temporary connection for illuminaton, lighting, weddings, festivals,
functions, exhibitions, political gatherings or national and religious ceremonies, civil

" or military fanctions etc,, testing of industrial equipment or any other emergent
requirement of temporary nature, can be provided for specific time period not
exceeding two wecks. The sanctioning officer shall ensure that the temporary
connection will be utilized for temporary purpose only.

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

2. Ordinatily the supply under this 'I‘ér'n‘if shall not be given by the Company without
first obtaining - security equal to the anticipated' supply charges and ot.her
miscellaneous charges for the period of temporary supply.

E-2 TEMPORARY INDUSTRIAL SUPPLY

“Temporary Industrial Supply” means the supply given to an Industry for the bonafide

purposes mentioned under the respective definitions of "Industrial Supply”, during

the construction phase prior to the commercial operation of the Industrial concern,
SPECIAY, CONDITIONS OF SUPPLY '

L. Or&inarily the supply under this Tariff shall not be given by the Company without
first obtaining’ security “equal to the anticipated supply charges znd other
miscellancous charges for the period of temporary supply.
e
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2.

F

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

SEASONAL INDUSTRIAL SUPFLY

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

Definitions _
“Year” means any period comprising twelve consecutive months.

1‘

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

relevant,

Special Conditions of Supply

1.
2.

10(Page

This rariff is applicable to seasonal industy,

Fixed Charges per kilowatt per month under this tariff shall be levied at the rate of
125% of the corresponding tegular Industrial Supply Tariff Rates and shall be
recovered only for the period that the seasonal industry actually runs subject to

~ myjnimum period of six consecutive months during any twelve consecutive months.

The condition for recovery of Fixed Charges for a minimum period of six months shall
not, however, apply to the seasonal industries, which are connected to the Company ]
Supply System for the first time dunng the course of a season.

The consumers falling within the purview of this Tariff shall have the opton to
change over to the corresponding industrial Supply Tariff, provided they undertake to
abide by all the canditions and restrictions, which may, from time to time, be
prescribed as an integral part of those Tariffs. The consumers under this Taxiff will
have the option to convert to Regular Tariff and vice vexsa, 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 xemain in force for at leasl. 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 running the non-seasonal
part of his load (e.g., lights, fans, rube-wells, etc.) thronghout the year, he shall bave
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 System in any ensuing season, the
service line and equipment belonging to the Company and installed at- his premises
shall be removed after expiry of 60 days of the date of commencement of season
previously specified by the consumer at the time of his obtaining new connection/re-
connection. However, at least ten clear days notice in writing under registered post
shall be necessary to be given to the consumer before removal of service line and

§ froi-




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 seasomal 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 pubhc
lamps. The supply under this tariff shall also be applicable for lamps used in public

playgrounds and public parks,
Definitions
“Month” means a calendar month or a part thereof in excess of 15 days,
Special Conditions of Supply
The supply under this Tariff shall be used exclusively for public hghtlng msta]led
on roads or premises used by General Publie,
H RESIDENTTAL COLONIES ATTACHED TO INDUSTRIES

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

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

"Generzl and- Domestic Consumption”, for the purpose of this Tariff, means
consumption for lamps, fans, domestic applicatons, including heated, cookers,
radiators, air-conditioners, refrigerators and demestic tube-wells,

“Residential Colony" attached to the Industrial Suppljf 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
OWTlers or pariners, ete,

Special Conditions of Supply_'

The éupply under this Tariff shall not be available to persons who meet a parl: of
their requirements from a separate source of supply at their premises,

TARCTION

Supply under this tariff means supply of power in bulk to Railways for Raﬂway
Traction only. '

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

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

No. NEPRA/R/ADG(Tariff)/ TRF-573 & TRF-574/ 1{4'6 ‘“S 3 January 07, 2026

Subject:  Decision_of the Authority in the matter of Motion for Leave for Review filed by Tribal
Areas Electricity Supply Company (TESCO) against decision of the Authority’s dated
14.06.2024 in the matter of Annual Adjustment/Indexation of tariff for FY 2024-25

Dear Sir,
Please find enciosed herewith the subject Decision of the Authority (total 05 pages).

2, The Decision is being intimated to the Federal Government for the purpose of notification in the
official Gazette pursuant to Section 31(7) of the Repulation of Generation, Transmission and Distribution
of Electric Power Act, 1997 within 30 Calendar days from the intimation of this Decision. In the'event the
Federal Government fails to notify the subject tariff Decision within the time period specified in Section
31(7), then the Authority shall notify the same in the official Gazette pursuant to Section 31(7) of NEPRA

Enclosure: As above
(Wasim Anwar Bhinder)

Secretary,

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

Copy to:

L. Secretary, Ministry of Finance, *Q’ Block, Pak Secretariat, Islamabad

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

3. Secretary, Energy and Power Department, Government of Khyber Pakhtunkhwa, First Floor, A-Block,
Abdul Wali Khan Multiplex, Civil Secretariat, Peshawar

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

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

6. Chief Executive Officer, Tribal Areas Electric Supply Company Limited (TESCO), Room No. 213,
I* Floor, WAPDA House, Shami Road, Sakhi Chashma, Peshawar

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



g2 Decision of the Authority in the matter of MLR fifed by

ShepRe TESCO against Authority’s decision in the matter of anaual adjusunent/ indexation of Tariff of FY. 2024-25

SR
Decision of the Aushority in the matter of Motion for Leave for Review filed by Tribal Areas
Electric Supply Company (TESCO) against decision of the Authority’s dated 14.06.2024 in the
matter annual adjustment/ indexation of Tariff for the FY' 2024-25

1. The Authority determined Multi Year Tariffs (MYT) of Tribal Areas Electric Supply
Company Limited (TESCO) (herein referred to as "Petitioner") for a period of five years i.e.
from FY 2020-21 to FY 2024-25, separately for both its Distribution and Supply of power
functions vide tariff determinations dated 02.06.2022, The tariff so determined was notified
by the Federal Government vide SRO dated 25.07.2022. The Authority subsequently, under
the allowed MYT framework, determined TESCO's annual adjustment / indexation for the
FY 2024-25 vide decision dated 14.06.2024 (Impugned Decision).

2. ThePetitioner being aggrieved with the Impugned Decision of the Authority, filed 2 Motion
for Leave for Review (MLR), which was subsequently admitted by the Autherity. To
proceed further in the matter, the Authority decided to conduct a hearing in the matter.
Notice of hearing was accordingly issued to the Petitioner, to present its case before the
Authority. The hearing in the matter was held on 03.11.2025, at NERPA Tower, Islamabad

3. The Petitioner raised following issues in the MLR;
i.  Repair & Maintenance
ii. RoRB
iii, Grounding of HT/LT Poles
iv. Wheeling Charges

4, The Petitioner's submission on each issue is as under;

Repair & Maintenance

¥ 'The inidal assessment of R&M amount of Rs.18.74 million, for the base year of MYT i.c.,
2020-21, was based on the financial statements for the FY 2019-20, however these costs have
since increased as xeported in Financial Accounts for FY 2020-21 to FY 2022-23 as

reproduced below;

Actuonl R&M
Re. Min

FY 2020-21 - a7

Y 2021-22 104

By 2022-22 390

Financial Year

v Due to law & order situation, TESCO is constantly facing sabotage activities on its assets,
which TESCO necds to cater to, in order to ensure uninterrupted supply of electricity to its
consumers, TESGO would face the following potential problems if repair & maintenance is
not allowed.

» Increased System Failures; Lack of maintenance can lead to more frequent and severe
system brezkdowns, causing power outages and disruptions to customers,

s Safety Hazards: Deteriorating infrastructure without proper maintenance can pose
significant safety risks, including electrical fires, explosions, or electrocution,

endangering both employees and the public.
N




g9 Determination of the Authority in the matter of MLR fifed by
{nepgd TESCO against Authority's decision in the matter of annual adjustment/ Indexation of Tariff of F¥ 2024-25
Sl

= Reduced Bquipment Lifespan: Without regular maintenance, electrical equipment may
fail prematurely, leading to costly replacements and repairs.

¢  Higher Operational Costs: Ignoring minor repairs can lead to bigger, more expensive
problems, increasing overall operational costs for the company.

«  Decreased Relizbility and Efficiency: Systems that are not maintained can become less
efficient and reliable, leading to energy waste and reduced performance.

+  Regulatory Non-Compliance; Failing to adhete to industry standards and regulations
for maintenance can result in legal penalties and fines.

v The Petitioner requested the Authority to considex amount of Rs.449 million for operational
expenses under the head of repair and maintenance, while allowing for increasing the base

reference.

RoRB
v The Authority allowed Rs.163 million costs for the FY 2024-25 as RoRB for the distribution
business. This RoRB has been calculated based on RAB of Rs, 771 million.

v The RoRB working of NEPRA have to be aligned with the audited financial statements for
FY 2022-23 of TESCO. A comparative statement of deferred credits working, based on
methodology of MYT determination as per the actual audited account for FY 2022-23 has
been prepared with following points presented for the Authority consideration:

e ‘While working out the Receipts Against Deposit Works, ar amount of Rs.1,643 million
has been added fox the FY 2022-23 as per NEPRA working but as per note 16 of audited
accounts of TESCO, the same has been reduced.

¢  The Meter Security amount as pex NEPRA working is Rs 726 milllon, while as per the
balance sheet of audited accounts for the FY 2022-23, the same is Rs, Rs. 458 million,

+  The stores amount as pexr NEPRA working has been considered 0 (zero), while as per
the balance sheet of the audited accounts for the FY 2022-23, same is Rs. 5,188 million.

v" On the basis of above, Petitioner revised its working as per NEPRA working methodoelogy
of deferxed credits and RoRB as below:

Working ¢f Beferred Crodiis
HEPAA Rs. Min. TESCO R, Min.

Daseription 703723 | 2023-24 | 207425 | 203223 ] 202324 | 202825
Doferred Crodila o Z
[=T] 9879 | 11172 | 137 8873 11760 | 12779
Additlon 1901 599 1450 1501 559,3 | 1450
CiB 11760 | 1217y | 621 11780 12729 | 14223
Dafferod Income Amortlzed
om 2883 3329 3833 2852 3305 3742
Doforcod Incomt amstized 3 417 509 587 412 157 458
[2]) 3285 3832 A420 3295 3742 4240
120 5 93
Not BAES [EEL az201 8485 9037 5983
Racolph Agalnst Seposlt Work a [] [
o8 13350 | 15913 | 20468 13350 12707 | 16754
Additlon 1643 s049 3668 1643 5049 2669
cla 14993 | 20088 | 24635 11707 16756 20423
Eaourlly Daposit 726 48 ad4 458 444 444
] [} 0
Funds Avallable X 1] o ]
Doposil Accaunl [ 750 750 395] 7% 750
Ceplinl Contfbubion/Socurity 1318 1077 1077 104737 [ 1077 1077
Stone [] 3540 3540 5160 3540 3540
Short Term Invesimont 0 0 [1]
Tolol Funds 1315 | 5357 | %536y 6272 5357 | 5367
Tolal 29204 | 29750 ] 34320 20650 26237 | 30857
[} 0 o
NET Figura 22859 | 324383 | 28543 14378 20870 | 25390
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Determination of the Avthority fn the matter of MLR filed by

TESCO against Authority's decision In the matter of annual adjustment/ Indexation of Tariff of F¥ 2024-25
Rased on the above discussion, revised working of RoRB is as under;
Projected RORB
NEPRA ] TESCO Werking ]
FY 2022-23FY 2022.241FY 2024-25Fy 2022.22|FY 2023-24|FY 2024-21
Fixed Assels O/B 12,347 | 13,475] 14,085 | 12,347 | 34614 16,124
Additlon 2,267 1,610 2076 2267 1,610 2,978
Flxed Assets G/B 14,614 | 14,885 | 17,950 | 14,614 | 16,124 | 19,089
Dapraciation 5,067 5,506 6,188 5,067 5,699 8,213
Nat Fixed Assets 9,547 | ©9479| 13,774 | 9,547] 10,525| 12,8856
Capllal WiP C/B 9,958 | 18,002 | 15583 ] 11,534 | 16,072| 18,216
Flked Assels Inc, WIP 16,604 | 27,481 | 27,357t 24,080 | 26,896 | 31,100
Less Flnanca cost Capltallzed - . -
Less: Deferred Credits 19,604 | 24,383 | 28,913] 14,378 | 20,670 | 25490
Total s aose| pesn]  eqoz| s726| 5610
Revised - RAB 1,610 | 3.101 77| a728| 6214|5668
WACC 17.07% 17.07%| 17.07%| 17.01%
RORB on Assets 268 807 1,061 964
The Petitioner requested the Authority to consider the amount of Rs. 807 million as
requested RoRB for PYA for FY 2022-23 and Rs. 968 million for FY 2024-25,
Grounding of HT/LT Poles
TESCO has performed carthing of 57,689 HT and 51,601 LT structures through own
resource in densely populated areas. Furthermore, procurement and tendering process have
been initiated for fixing a finther 5,000 earthing of HT/LT structures in mainly densely
populated arcas. TESCO plans to ground 34,486 HT and 40,455 structures during FY 2024-
25 for which it would needs an amount of Rs.615 million as one-time expenditure during
IY 2024-25.
The Authority directed to carry out CAPEX as per the approved investment plan and in case
the Petitioner desires to carry out additional investment as requested, approval of the same
may be sought from the Authority.
TESCO’s Rs. 1,679 million investment plan, under the head of Distribution of Power has
already been approved by the Authority for FY 2024-25. TESCO will make the grounding
of HT/LT poles as part of current investment plan under DoP due to emezgent natuxe of the
work. The Petitioner requested the Authority to allow the same under DoP of the already
allowed investment plan for Rs. 615 million, as own resources of TESCO.
Wheeling Charges
The Authority in the Impugned Decision held that TESCO has not even paid the already

allowed amount of wheeling charges to PESCO, The Authority directed TESCO ta clear the
payment of outstanding amounts to PESCO for the already allowed amount on account of
wheeling charges and settle the issue with PESCO through help of Ministry of Energy
{Power Division) and CPPA-G. No further Cost is allowed till clearance of already allowed
amount, If TESCQ fails to comply with the directions of the Authority, the already allowed

Mumﬂ
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Derermination of the Authority in the matter of MLR filed by
TESCO against Authority’s decision iy the marter of annual adjusement/ indexarion of Teriff of FY 2024-25

amount of wheeling charges less the amount already paid to PESCO, be deducted as paxt of

PYA in the next tariff indexaton/adjustment request.”
TESGO has pending xeceivables from the GoP under the head of FATA Pick-Up Subsidy,

and Tariff Differential Subsidy etc. of Rs.113.154 billion. As soon as the GoP will release the
pending amount, TESCO will clear the pending receivables of PESCO under the head of

wheeling charges.

TESCO, has already communicated CPPA-G vide letter dated 19.04,2024 to sort out and
mediate the wheeling charges dispute between TESCO and PESCO in light of NEPRA
direction, In the light of proceeding paragraphs, the Authority is requested to allow
wheeling charges of Rs.595.09 million for FY 2020-21, Rs.571.10 million for FY 2021-22 and
Rs.406 million for FY 2022-23 as part of PYA and Rs.941 million for FY 2024-25.

A summary of the Petitioner's request in the MLR is as under;

Description Units Allowed by NEPRA FY 2024-25 | Review Motlon FY 2024-25
SoP DoP Total Sap DoP Total
Unlts Recelvad GWh 1499 1495 1499 14599 1499 1499
Unlts Sold ' GWh 1366 1366 1366 1266 1366 1366
Unlis Loss . GWh 133 133 133 133 133 133
Percentage Loss .. % B.A9% 8.89% H.89% 8.89% 8.89% B.89%
Enerpgy Charges viln, Rs. | 14784 [i] 14794 14754 0 14754
Capaclty Charges MIn, Rs. 48088 ju] 48088 ABDES a 48088
Tranmission Charges MIn. Rs, 4004 0 A004 4004 0 4004
FolalEoweriErehEsd SRTNAInRTRFETe cuoertkitio [ caaetl iNsesa | b n)ioTEal{fenaae Ll
Pay & Allowances AN, Rs., 284 1156 1440 284 1156 1440
Post-Retirement Beneoflts | Min, Rs, 136 428 564 136 428 564
Repalr & dMalntenance Min, Rs. £l 29 32 50 449 455
Travellng Allowance Min, 8s. 140 24 34 10 24 34
Vehicle Malntenance Min. Rs. iz 22 35 13 22 35
Earthing of HT/LT Poles iviln, Rs. [3] 0 0 [} 0 [}
other Expenses in, Rs. 63 28 91 63 28 81
T BiaIO, BMICS £E8 F e U ERAIR AT Tl TS 09 | ST 6 7 ) [T 2 L0600 i b SR [ 2 1 0710t 526631 5]
Depreclation M, s, ] 614 §23 9 614 523
RORE Min. Rs. 0 163 163 D 968 968
Other Income Mln, Rs. [+] -540 ~540 1) 540 -540
Wheeling Charizes Min, Rs, 0 0 ] 0 ELEY 941
D DU IoAINE Fgtn i | vilnRs s [T s A8 T O e o345 i PRz a2 | (2585 ) [ TA0S O £ T P46 S 51
FYA . Min. Rs. 1993 Q 1993 4114 [+] 4114
R TR e R e IREYHEI69 a0 28| Lt 02 7AiM TS o SN B A S0 AT 75 6561
Power Purchase ' 4B.55 0.00 48.96 48.96 0.00 A8.985
Distributlon Margln Re. /l::Wh 0,38 1.41 1.79 0,41 2,599 3.4
PYA 1.46 0.00 d.46 3.01 - 000 | 3,01
Average Tarif!’ . 50.80 1.41 52.23 52.39 2.99 55.38

The Authority has carefully coasidered the submissions made by the Petitioner under each
head. '

On the point of allowing additional cost on account of R&M, the Authority noted that while
setting up the reference c_dsts for the test year of the MYT control period ie., FY 2020-21,
the same was based on the latest available audited accounts of the Petitioner at that time.
The MYT determination further provided to index the referencef allowed cost \wth CPI-X
factor during the MYT control period. Thus, the costs allowed were in 11ne w1th the MYT
methodology and adjustments were allowed as per the'mechanism pmv:ded therein, Hence,
no further adjustment is allowed in thls regard, The Petitioner is further directed to remain

within the allowed costs.
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Determivation of the Authority in the matter of MLR filed by
TESCO against Anthority's decision in the maiter of anaual adjustment/ indexation of Tariffof FY 2024-25

On the issue of RoRB for the FY 2023-24 and FY 2024-25, the same has been reworked in
light of submissions of the Petitioner, whereby an amount of Rs.4 million for FY 2023-24
and Rs.968 million for the FY 2024-25 have been and included as part of PYA for the MYT
tariff determined for the FY 2025-26. Regarding claim of the Petitioner for the FY 2022-23,
the workings submitted by TESCO requires reconciliation with its audited accounts and the
allowed investment plan. Therefore, it would be considered once this reconciliation is

carried out,

Regarding request to allow Rs.615 million as part of DoP of the already allowed investment
plan, for grounding of HT/ LT poles, the Authority noted that the issue relates 1o the
jnvestment plan of the Petidoner and once the same is allowed as part of approved DIP, the
same would be accounted for while working out RAB and RoRB.

On the issue of wheeling charges, the Autherity noted that vide Impugned decision, TESCO
had been directed to clear the payment of outstanding amounts to PESCO for the already
allowed amount on account of wheeling charges and settle the issue with PESCO with the
help of Ministry of Energy (Power Division) and CPPA -G. Thus, no further cost is allowed
till clearance of the already allowed amounts, TESCO is again directed to comply with the
directions of the Authority, otherwise the already allowed amount of wheeling charges less
any amount already paid to PESCO, would be deducted as part of PYA. in the next tariff
indexation/adjustment request.

The decision of the Authority is intimated to the Federal Government for notification in the
official Gazette under Section 31(7) of the NEPRA Act.

AUTHORITY

Qs Qe gLt

Amina Ahmed Engr, Magsood Anwar Khan
Member ~ Member

—

\&"’“/

Waseem Mukhtar
Chairman




F V. National Electric Power Regulatory Authority

fary . . .
j}"nﬂ“ Islamic Republic of Pakistan
@5 NEPRA Tower, Attaturk Avenus (East), G-6/1, Islamabad.
N A Tel: +92-51-9206500, Fax: +92-51.-2600026
Reglstrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk
No. NEPRA/R/ADG(Tariff) TRF-1 oofCPPAG;J/ 3 ~74 January 07, 2026

Subject:  Decision of the Authorify in the matter of request filed by Central Power Purchasing
Agency (Guarantee) Limited (CPPA-G) for Approval of Pewer Purchase Price Forecast

for the CY 2026 i.e, January 2026 to December 2024

Dear Sir,

Please find enclosed herewith the subject Determination of the Authority alongwith Annexure I, IX
& 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, [1 & III attached to the Decision, is
intimated to the Federal Government for filing of uniform tariff application in terms of section 31 of the
Regulation of Generation, Transmission and Distribution of Electric Power Act,; 1997, The instant Decision
alongwith Annex-1, [T & III attached with the Decision be also notified in terms of Section 31 of the NEPRA

Act, while notifying the uniform tariff application decision of the Authority.
| O Jewsau

Enclosure: As gbhove
(Wasim Anwar Bhinder)

Secretary,

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

Islamabad

Copy to:

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

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

3. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited (CFPA-Q), Shaheen
Plaza, 73-West, Fazl-e-Haq Road, Islamabad
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10.

Power Purchase Price Forecast for CY 2026

The Ministry of Energy (Power Division) (MoE-PD) vide letter dated 18.08.2025,
submitted that the Authority determines the consumer-end tariff for XWDISCOs and K-
Electric in accordance with Section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (the NEPRA Act), read with Rule 17 of the
NEPRA (Tariff Standards and Procedure) Rules, 1998 and the uniform rebased tariff, once
determined by the Authority, is notified by the Federal Government under Section 31(7) of
the NEPRA Act. It was further submitted that the latest rebasing was notified on July 1,
2025, In accordance with the NEPRA (Tariff Standards and Procedure) Rules, 1998 read
with Part 5 of the NEPRA Determinaton 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 internal deliberation by the
Authority, public hearing, tariff determination and subsequent notification by the Federal
Government. In view of the established tariff determinaticn cycle recent annual tariff
determinadons, the rebasing of consumer-end tariff is notified by the Federal Government
in the month of July, with effect from 1* July each year, :

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

The MoE submitted that the Federal Cabinet has approved issuance of policy guidelines for
consideration by the Authority, with a view to revisiting the annual tariff determination
process timelines through amendiments to the relevant legal and regulatory framework, so
as to enable nodfication 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;
NIPRA shall revise the annual tariff determination process dmelines by amending the

relevane legal and regulatory framework (guidelines, rules and procedures) to ensure
that annual rebasing is notified with effect fom January I of each year, affer

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

Considering that the PPP constitutes a substantial component of the consumer end taxiff,
t the Authority, in order to ensure eansparency 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;
2. What is the basis of demand forecast for DISCOs under different scenarios?

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

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

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

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

CPPA-G presented its case before the Authority and submitted that, in light of the policy
guidelines approved by the Federal Cabinet, the annual rebasing of DISCO's/SOLR is
proposed to be aligned with Calendar year instead of Fiscal year. Consequently, the
Authority, vide dated 7¢ October 2025 directed CPPA-G to submit the Power Purchase
Price Report in consultaton with relevant stakeholders including NGC and ISMO.
CPPA-G submitted that, following internal deliberations and consultation with the
relevant stakeholders, it prepared and submitted the PPP forecast report for consideration

of the Authority.
The following synopsis of PPP forecast for CY 2026 was presented by CPPA-G:
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Decision of the Auihority in the matier of
Power Prrchase Price Forecost for CY 2025

19.3. The demand forecast for DISCOs has been developed based on macroeconomic
projections and historical electricity consumption trends, Based on historical elasticity
estimates and GDP projections by IMF, economic growth is expected to result in 2
corresponding increase in electricity demand, ranging from 1% to 2.5%. These projections
form the basis for the normal and high demand scenarios used in this analysis, The
detailed demand assumptions for XW-DISCOs and X-Electric are presented in the tables

below:

Feb-26 732 751
Mar-26 266 9%
Apr-26 950 974
May-26 1072 1,098
Jun<26 Ligh 1314
Jui-26 1265 1,296
Aug26 1265 129
Sepc26 | . 1324, 1255,
Ox26 |° 107 - 1.106
“Nov-26 97 992
Dec26 777 797

19.4. CPPA-G presented the following demand trends for the last two years, based on which it
has assumed a growth of 19 in the instant PPP forecast:
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Power Purchase Price Forecast for CY 2026

During the hearing, CPPA-G explained that indent (water releass) forecasts are
inherently uncertain and, therefore, cannot be predicted with precision. In view of such
variability, CPPA-G submitted that the adoption of extreme hydrology assumption may
not be prudent for the purposes of PPP forecasting. Furthermore, the Indus River System
Authority (IRSA), in its letter to ISMO dated 26 November 2025, has reiterated that
reservolr operations are governed by clause 14(c) of the Water Apportionment Accord,
1991. As per the said framework, reservoir releases are prioritized o meet provincial
irrigation  requirements and are determined by provincial indents, prevailing
meteorological conditions, and observed gains/losses along river reaches,

Fuel Prices
With regards to the fuel prices, CPPA-G submitted that fuel costs constitute a significant
driver of the fuel cost component within the (PPP). Accordingly, the forecast i incorporates
assumptions for normal fuel prices, based on reputable data sources to ensure accuracy and
relevance. For imported fuels, price assumptions are based on market data published by
Argus Media and Platts, whereas local fuel prices are informed by inputs from OGRA,
NEPRA, and TCEB, These assumptions are detailed below:
Fuel Price Assumptions
Imp Imp Imp
Coal Coal Coeal Thar

Years | Gas [ Bremr | aPr4 | 1c13 | 1cr4 | €% | gro Eagass HSD
Rs.
stlrLfyM $/Barzel | $/MTon| $/MTon{$/MTon | $/MTon | $/MTon R“gi’fr Rs/Litre
Jan-26 | 1225 | 67 | 846 | 38 | 307 | 186 | 461 | 5209 | 2680

Feb-26 | 1,225 67 84.6 58 1 307 18.6 461 5209 | 276,81
Mar-26 | 1,225 67 84.6 58 30.7 18.6 461 ‘5209 | 27681
Apr-26 | 1,225 67 84.6 - 58 30.7 18.6 461 3209 | 276.81
May-26 | 1,225 67 24,6 58 20,7 18.6 461 5209 | 276.81
Tun-26 | 1,225 | &7 84.6 58 4 307 18.6 461 5209 | 276.81
Jul-26 1,225 67 846 58 30,7 18.6 461 5470 | 276.81
Aug-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81
Sept-26 | 1,295 67 - B4.6 58 30,7 18.6 461 5470 | 276.81
Qct-26 | 1,225 &7 84.6 58 30,7 18.6 461 5470 4§ 276,81
Nov-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81
Dec-26 | 1,225 67 84.6 58 30.7 18.6 461 5470 | 276.81

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

Ecorometric Parameters

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

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

preparation of PPP references for CY 2026.

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

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

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

RING and RFO Projections: These are based on assumed demand scenarios.

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

agreements.
Renewable Energy Generation: Assumed based on the previous year's energy
profile, ' N ‘
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 2076,

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

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

501d to DISCOS |G‘Wh 125,822 125,822 127,615 125872 125,372
Wiln Rs 999,469 1024508 1,023,006 1,031,652 967,286

Fuet Cost ReJkVih 794 814 2,00 820 7.69
] Min Ry 50,106 51,001 51,245 50,106 50,106
Vacizblz O&M RN 0.40 0.4 0.40 0.40 0,40
- — Mo Rs 1,974,602 2,022,158 1974602 1,974,602 1,974,602
Copaciy Clarges Rs.fKWVh 15.6 1607 1545 15.60 15.68
] MinRs 300,177 3,097.663 3,048,853 3,056,360 2,991,594

Tower Pur¢lusa Price {Bxc. Trans: ReTRWE 2404 2462 .85 23,97 .78
Transmission + MOF Charges RsfKWh 191 "1 1.88 191 1.9t
) 5.7 5

10
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Power Purchase Price Forecast for CY 2026

What_methodology has been adopted for allocation of generztion (GWhs) to DISCOs
along with power purchase price cost?

CPPA-G submitted that, the actual monthly consumption pattern of DISCO's at the
132kV level, as observed during the immediately preceding pericd, has been maintained
across all the scenarics. The Authority in its determination for SPA registration has
mentioned the allocation of capacity on the basis of coincidental MDI initially, prior to
transidon to allocation factors. CPPA-G submitted that the implementation of the said
mechanism remains contingent upon the Authority’s determination in the matter of
petition filed by NGC and accordingly, the actual allocation trends would be available

once the MSP (NGC) would start providing data in accordance with the determiriation.

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.

Various stakeholders submitted their comments in the matter. A summary of relevant
comments is as under; -

~v" Mr. Rehan Javed, a commentator, expressed reservations regarding the accuracy and
reliability of the data presented by CPPA-G. He submitted that, during the recent
quarterly adjustment hearing for XWDISCOs for the first quarter of FY 2025-26, the
actual demand reported was 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 realiries.

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

v’ Mr. Tanveer Barry, a commentator, noted that according to CPPA-G’s submissions,
the lowest projected Power Purchase Price (PPP) for CY 2026 is Rs.25.69/KWh,
while the highest stands at Rs.26.53/kWh. He questioned why no further reduction
in PPP is observed, particularly when the Federal Government has recently
renegotiated and terminated several IPP contrects, In response, CPPA-G clarified
that the impact of these renegotiations had aiready 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 2095-26. ‘

¥ Mr. Barry further submitted that electricity demand s unlikely to increase in the
future due to high taxiffs, increasing conswmer shif 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- 250/USD had been used, as it aligned with the rate
incorporated. in the Federal Government’s annual budget. He requested that the

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

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

The Authority observes that other critical factor that impacts electricity prices is the
exchange rate- parity, Pakistan's power sector costs are generally tied with dollar
indexation, and any change in exchange rate parity directly impacts the energy and
capacity charges of generation segment, which constitute over 85% of the total cost of
power sector. With devaluation of PKR against U.S. dollar, cost in local currency
increases, potendally leading to higher electricity prices for consumers, therefore,
accurate assessment of PKR/ USD as far as possible, is one of the most crucial elements of

PPP forecast,

CPPA-G presented multiple exchange rate scenarios in its PPP projections, ranging
between Rs.290/USD, to Rs.300/USD and Rs.300/USD to Rs.310/USD, based on historicat
trends and forward-looking assumptions. While such analysis provides useful sensitivity,
however, reliance on higher exchange rate assumptions also carries the risk of embedding
unnecessary upfront conservatism in the tariff, which can be avoided by making a more
rationale projection. CPPA-G also vide email dated 06.01.2026, realized this fact and
submitted revised PPP projection under Scenario-1 by revisiting the exchange rate
forecast as well as KIBOR.

In view of the foregoing, and considering the need to balance tariff stability, consumer
affordability, and macroeconomic realism, the Authority has decided to opt the revised
exchange rate forecast submitted by CPPA-G ranging from Rs.282/USD to Rs.285/USD
for.the CY 2026. Although, this would avoid unnecessary upfront burdening of the
consumers, however, in case of any volatility 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
prajections made by CPPA-G under normal fuel price scenario are satisfactory, keeping
in view the reports and data relied upon by CPPA-G, while making such projections.

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

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

14
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around 32% of the total projected PPP, The National Average Power Purchase Price
(NAPPP) works out as Rs.25.32/kWh and the National Average Energy Purchase Price
(NAEPP) works out as Rs.8.13/kWh. The generation cost is transferred to the DISCOs as

per the prescribed mechanism,

37. DISCQOs wise PPP for CY 2026 is as under;
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Annex-I

FULL PRICE ADJUSTMENT MECHANISM

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

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

Where:
Fuel Price variation is the difference between actual and reference fuel cost component
Actual fucl cost component is the fuel cost component in the pool price on which the

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

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

The fuel price adjustment determined by the Authority shall be shown separately in the bill of the
consumer and the billing impact shall be worked out on the basis of consumption by the consumer
in the respective month.
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