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Isiamabad, the 08% day of January, 2026

sro. ! cr (1)/2026.- In pursuance of Sub-Section 7 of Section 3! of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of 1997), NEPRA
hereby notifies the Decision of the Authority dated December 09, 2025 in the matter of
Motion for Leave for Review filed by Kot Addu Power Company Limited against
Authority’s Decision Dated September 23, 2025 in the matter of Reference Generation Taniff
in Case No. NEPRA/TRF-600/KAPCG-2023.

2. While effecting the Decision, the concerned entities including Central Power Purchasing
Agency Guarantee Limited shall keep in view and strictly comply with the orders of the courts

notwithstanding this Decision.
r
NQ&lu.u Koo

(Wasim Anwar Bhinder)
Registrar
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DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FOR LEAVE ‘FOR

REVIEW FILED BY KOT ADDU POWER COMPANY LIMITED (KAPCO) AGAINST
AUTHORITY'S DECISION DATED SEPTEMBER 23 .ﬂZS N THE MATTER OF
REFERE’\'CE GENERATION TARLFF -

2.

I\"I‘RODLCTI ON

Kot Addu Power Cempanv Lmnted (KAPCO) owns a 1600 MW oombmed cycle power plant -
located at Kot Addu Punjab. The Authority granted Generation Licence (No. PGL/020/2004
dated September 22, 2004} 10 KAPCO for a period of 17 years which expired on September |,
2021. KAPCO vide letter dated June 24, 2021 requested for extension of its Generation
Licence term. Therefore, the Autharity vide jis decision dated September 08, 2022 extended
the term up to September 21, 2024 i.e, Further, the Authority vide its decision dated April 18,
2025 granted Concurrence to KAPCO for a period of up to'03 years.

KAPCO entered into a Power Purchase Agreement (PPA) with WAPDA for sale of electric
power from its 1600 MW multi-fuel based thermal generation facility at Muzaffargarh. The
said PPA was for a period of 23 years commencing from June 27, 1996 which expired on June
26, 2021. On February 15, 202! the PPA was novated to CPPA-G as Power Purchaser. As per
third amendment in PPA dated February 11, 2021 signed between KAPCO and WAPDA the
terrn of PPA was extended for 485 days effective from June 27,2021 which expired on October
24, 2022

Kecping in view the sysiem constraints, KAPCO was retained in the system as per approved
IGCEP. KAPCO filed a tariff petition for determination of generation tariff and switchyard
charges, which was returned for being deficient in information. KAPCQ again filed the tariff
petition on March 08, 2023. The Authority approved interim tariff on August 04, 2023.
KAPCO submitted an addendum to the Tariff Petition ddted 12 February, 2025 revising key
terms and conditions. On the request of KAPCO, the Authority approved a revised interim
tariff on April 09, 2025, The Tripartite Power Purchase Agreement (TPPA) was signed
between CPPA-G, NGC and KAPCO on June 04, 2025. The Authority vide decision dated
September 23, 2025 approved reference gencration tariff of KAPCO.

FILING & GROUNDS OF REVIEW

Being aggnrieved, KAPCO filed Motion for Leave for Review (MLR) on October 06, 2025
(PUC) on following grounds:

i Limation of Tariff iill September 2025

ii.  Disallowance of Recovery of Switchyard Charges

ni.  Indexation of Cost of LSFO inventory procured under expired PPA with Merit Order
‘ price

iv.  Price fluctuation and GST to be allowed as part of Cost of Working Capital

v.  Rectification of error in Variable O&M

The Authority admitted the MLR on October 28, 2025.




_ISMO, MEPCO ‘and KAPCO

%ﬁ} ) chzs:cm of the Authority itk the matter of Motion for Leave for Review filed by KAPCO

Case No, J\'EFM’T RF-GOUKAPCO-2023

HEARING

The hearing was scheduled on Nuvember 07, 2025. Notices of Hearing were issued to Ministry
of Energy, CPPA-G, NGC, ISMQ, MEPCO and KAPCO on October 29, 2025. Hearing in the
matter was held as per schedule which was attended by the rep;esentanves of CPPA-G, NGC,

co MMENTS F R()M STAKEHOLDERS

CPPA-G, ISMG NGC, MEPCO and MoE {Power Division) also submitted
comments/recommendations for allowing extension in the term of tariff before filing of the
motion for leave for review and the same shall be discussed under the relevant issue.

CPPA-G was directed during the hearing to submit its written comments in the matter. CPPA-
G vide its jetter dated November 17, 2025 filed the comments in the matter which shall be
discussed under the relevant issue.

MEPCO vide its letter dated 18" November 2025 requested following:

1. Status and expected timelines of Vehari & Nagshah Grid Statations, installation of 96
MVAR Switched Shunt Capacitors at 4 existing grid stations and addition of
Transformer at Muzaffargarh Grid Station.

. KAPCO should be on take and pay basis and this cost should be borne by NGC or
charged through pool.

DISCUSSION, ANALYSIS AND DECISION ON EACH GROUND OF REVIEW
The detailed discussion, analysis and decision on each ground of review is provided hereunder:
i Limitation of Tariff only till September 2025

According to KAPCO, the Impugned Determination, in particular paragraph 24(VII), states
that the taniff for 495MW (gas/RLNG) and 478 MW (LSFO) has only been allowed till
September, 2025. Further any extension for such tariff has been made contingent on an
approved IGCEP/PAP. It is submitted in this regard that the aforesaid aspect of the
determination appears to be premised on the misconceived impression that the approved
Indicative Generation Capacity Expansion Plan (IGCEP) 2022-2031 was reflective of the
ground realities at the time that the determination was passed about three vears later. To the
contrary, the information avajlable before the Authority and subsequent developments disclose
the following:

» Power Acquisition Plan (PAP 2022-27) issued in May 2024, expressly recognizes that
500 MW from KAPCO would remain necessary beyond FY 2025-26 until critical
transmission projects are completed. In response to certain observations regarding

KAPCO, the Authority noted as follows:
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"It is pertivent 10 menticn that in the IGCEP 2022-3]. NTDC had submitted that
the requirement of KAPCO bevond its PPA expiry will be assessed in the TSEP,
after which competent forum will be approached, with consensus among concerned
siakeholders i.e., NTDC, CPPA-G and KAPCO, for extension or otherwise and the
same will be considered in the next iteration of the IGCEP. Although there is no
approved TSEP ai this point of time, the Authority has reviewed the drafi TSEP .
submitted by the NTDC for approval of the Authority on November 30, 2022, and
it has been observed that 500 MW from KAPCO will.be required till FY 2025-26
affer which it may not be reguired owning to, inter-aliq, upgradation of Vehari
220/132 kV Substation to 500kV and availability of Nagshah 220/132 kV Substation
in FY 2025-26. In view of this, the Authority is of the considered opinion that the
inclusion of KAFCO due to transmission constraints is Justified and the extension
in the existing power purchase agreement of KAPCO as proposed in the PAP is
allowed " :

¢ Failure to take into account this formal recognition of the continued dependence on
KAPCO Generation Facility due to pending upgradation projects constitutes a material
error liable 1o be reviewed.

* The Draft Transmission System Expansion Plan (TSEP) 2025 - 2035, published by the
Authority i August 2025, reaffirmed this dependence, noting that these transmission
projects remain pending and that KAPCO's availability remains critical in the following
terms:

"..timely completion of Vekari 500 kV and Nagshah 220/132 &V grid stations is
instrumental in eradicating dependence of secure system operation on KAFCO or
other generation in the vicinity. Therefore, these projects should be expedited on
priority basis."” '

* Significantly, the IGCEP recently submitted by the ISMO, and published on the Authority's
website, envisages retirement of KAPCO in financial year 2029,

*» It has further come to the attention of KAPCO that consequent to the notice for suspension
of PPA issued by KAPCO, various entities including National Grid Company of Pakistan
Limited, Independent System & Market Operator of Pakistan (Guarantee) Limited have
highlighted serious concerns in respect of the adverse impact on system stability and secure
system operations. In particular, suspension of the PPA has been identified as being of
particular concern as it may create operational and commercial complexities including
critically hampering continuity of supply to MEPCO.

According to KAPCO, it is evident that the relevant documents that specifically deal with the
generation capacity and expansion thereof envisage extension in the term of the TPPA. They
depict that not only the generation capacity offered by KAPCO has been optimized by IGCEP,

' rather essentially required for the stability of the network and grid for safe and reliable supply

of electricity to the consumers. The National Electricity (NE) Policy clearly requires the
procurement of electricity to be in accordance with IGCEP and TSEP, which are to be followed
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and implemented by all stakeholders. Aécardingly. KAPCO requested the Authority to review ‘
its decision in the matter.

by KAPCO:

The fol iomng commems were subrmtted by the stakeholders prior tothe fi hng of subject MLR

[ Stakeholder |

Submissions -

| CPPA-G |

"1 (letter dated

- October 03, 2025)

i»

It 15 pertinent to highlight that KAPCO is included in the new JGCEP,; which is
presently under consideration of the Authority, Accordingly, in view of the
difficulties faced by MEPCO’s consumers and overall Grid stability, it is
respectfully requested that the relaxation of aforementioned conditions of
IGCEP and PAP in case of KAPCO may kindly be considered as a special case.
Alternatively, guidance from the Autherity on any other viable solution to
address the prevailing situation will be highly appreciated.

ISMO
{letter dated
October 02, 2025)

Subsequent to the subject suspension of TPPA, operation of generating units at
the complex has been discontinued. However, while the switchyard is still
energized, its unavaxiabahty would cntlcally hamper the continuity of supply to
MEPCO demand in the region. It is therefore requested that the matter of
extension of tariff for KAPCO may please be considered in light of above-
mentioned comments and the IGCEP 2025-35. Moreover, until the issue is
finalized. KAPCO may kindly be allowed to operate its generating units and |
switchyard through an appropriate interim arrangement, to enable its utilization i
as per Economic Merit Order and ensure continuity of supply to MEPCO

region.

NGC
{letter dated
Oclober 02, 2025)

The suspension of the TPPA at this juncture may adversely affect both system
operatons and supply security. The matter, therefore, shall be considered
giving due weightage to ISMO's and MEPCO's technical positions, as well as
the contractual and technical requirements of NGC under the TPPA, so that
continuity of supply and a smooth transition of switchyard facilities to NGC
can be ensured in line with the overall sectorial requirements.

MEPCO
(letter dated

| October 02, 2025)

The situation is highly alarming as discontinuation of supply from KAPCO will
create a substantial shortfall in MEPCO's system. Presently, MEPCO—is
drawing about 330 MW of supply from the 220/132 kV switchyard of KAPCO,
through which 13 No. 132 kV Grid Stations are being fed. Any disruption in
this supply source will, not only disturb the stability of MEPCO's network but
will also result in severe load shedding and hardships for the consumers at large.

Ministry of

Energy
{letter dated
October 10, 2025)

The Power Division endorses the proposal submitted by MEPCO, CPPA-G &
NGC with the issue of retention of KAPCO may please be considered to ensure
continuity of supply to MEPCO region and cnsure availability of the plant for
dispatch in peak hours.

g
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During the hearing,. the representative of NGC submitted that they are in process o‘f upgrading
Vehari grid station from 220 KV m 500 KV and the upgradation will be completed by end of
2027, therefore, the 3 vears 1ermn has been negotiated with KAPCO. There is a need of
“KAPCO’s generation plant and switchyard facility in the region due to refirement of PAKGEN
power plant. Morepver, as per the ‘agreement, KAPCO will hand over ifts smtchyard to-NGC
afier three years whxch is in Ihe bcneﬂc:ai for the systcm. ) . .

Durmg the hcanng, the represematzve of ISMO made fol 1ovr.rmg subxmsszons

¢ The Switchyard of KAPCO is required for feeding demand in the MEPCO region. The
generation plant of KAPCO is required due to two constraints in the region.

« The first constraint is overloading of two 500 KV autotransformers of Multan and
Muzaffargarh during the summer peak hours. To overcome the overloading of these
transformers, generation plant in this region is required. Since Lalpir and Pakgen have been
retired, KAPCO’s generation plant is requited to mitigate overloading of 500 KV
autotransformers of Multan and Muzaffargarh.

¢ The second constraint is overloading of KAPCO’s own auto transformers of 220 to 132
KV. Due to this overloading, the MEPCO area is not properly feed through KAPCO's yard.
Therefore, as a remedial measure, KAPCQ’s generation unit on 132 KV side is operated
to directly feed 132 KV MEPCO load.

¢ For this reason, 494 MW generation of KAPCO is distributed in such 2 way that its two
units are on 220 KV and one unitis on 132 KV.

» NGC has been submitting a constraint removal plan to NEPRA on monthly basis. The
constraint on 500 KV side will be mitigated through 500 KV Vehari and transmission
augmentation of Multan and Muzaffargarh by installing an additional 500 KV
autotransformer in each grid. To overcome overloading at KAPCO's switchyard, NGC has
provided two higher capacity autotransformers 1o KAPCO for installation. The testing and
commissioning of these transformers is in process.

¢ The 220KV Nagshah was alternate for KAPCO's switchyard. Since KAPCO’s switchyard
is to be handed to NGC, the urgency of Nagshah has been mitigated but Nagshah will be
required to feed extended future growth of MEPCO.

 Inthe last IGCEP, KAPCO was not optimized and included due to constraints. KAPCO is
also added in the newly filed IGCEP due 1o constraints.

During the hearing, the representative of MEPCO submitted that KAPCO requirement is due
1o system’s constraints. KAPCO’s switchyard feed 13 grids of MEPCO. Unavailability of
KAPCO's switchyard will create emergency situation and may lead to excessive loadshedding
in the region.

CPPA-G vide letter dated November 17, 2023 submitted following comments in the matter:
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NEPRA vide letter daied March 06. 2025 informed that CPPA and NTDC may enter
into the PPA with KAPCO in line with the approved IGCEP 2022-3] dated 01-02-2023
and the PAP of DISCQs dated 20-05-2024. Any extension of the-agreement term beyond
the timeframe mentioned in IGCEP 2022-3 [ and the PAP of DISCOs will be subject 10

Procurement Regulations.

Accordingly, in line with above and on approval of Authority, Tripartite Power
Purchase Agreement (TPPA} was signed with KAPCO on 03-06-2025 which became
effective on 13-09-2025 at 0000 hrs. :

Based on approved IGCEP 2022-31, PAP of DISCQx, Tariff Determination dated 23-
092025 and the terms of TPPA, KAPCO TPPA was suspended w.e f. 01-10-2025 at 0000
Hrs.

Conseguently, MEPCO and ISMO has approached CPPA vide letters dated 30-09-2025
and 29-09-2025 respectively, highlighting that KAPCO plant is contributing 1o
congestion management of 300/220 kV Grid station of NGC and further equipped with
a Black Start Capability, which is helpful in case of Black out. MEPCO submitted that
suspension of KAPCO will create subsiantial shortfall in its system, which is supplying
power to 13 number 132 k¥ Grid Station of MEPCO.

. Furthermore, ISMO, NGC and MEPCO vide letters dated 02-10-2025 also approached

NEPRA to consider the resumption of KAPCO TPPA for system constraints. CPPA vide
letter dated 03-10-2023 requested NEPRA to consider the problem in MEPCO & NGC
network and respectfully requested Authority 1o relax the conditions mentioned in
NEPRA's letter 06-03-2025 10 resume ihe suspended TPPA.

I is apprised that IGCEP 2025-35 (as published on NEPRA website) has been submitted
fo NEPRA for review and approval, wherein KAPCO has been cansidered till FY 2029,

Inview of the foregoing, the Authority may deem it appropriate to consider the Jollowing
actions to allow for the lifiing of suspension of the TPPA:

a) de linking the Term of the TPPA with IGCEP and PAP as referred in NEPRA
letter dated 06.03.2025.

b) amending the Order part of Tariff Determination dated 23-09-2025 to cover the
tariff period as provided in TPPA.

It is important ro note that there is no 'Capacii‘y Payment obligation on part of power
purchaser during the suspension period of TPPA.

- approval of the project in the IGCEP and the upcoming PAP in accordance with-
- relevant provision-of the National Electricity Policy, National Eleciricity Plan and the

The submissions of the Petitioner and stakeholders have been examined. Para 9.4 of the
Determination of the Authority dated September 23, 2025 is reproduced hereumder;
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“Therefore. in line with the approved IGCEP. approved PAP and revised request of
KAPCO, the Awhority has decided 10 allow tariff for 49SMW 2as/RLNG) and 478 MAF
{LSFO) till Seprember 2025 which shall be subject o extension on the basis of approved
IGCEP/PAP. The maximm term of the tariff shall be 03 years in line with the TPPA4."

It would be pertinent to-mention that ISMO has submitted that KAPCO was being operated as
per the Economic Merit Order on RING/LSFO to displace operation of costlier RFQ plants
during peak hours. Morcover, the plant has also contributed to congestion management of
500/220 kV Auto T/Fs at New Multan and Muzaffargarh grid stations, during summer months.
Most importantly, the 220/132 kV Interconnector T/Fs and 132 kV switchyard are being
uttlized for stable and reliabie supply to MEPCO region. Furthermore, KAPCO P/H pOssesses
Black Start capability, which is vital for expediting power system restoration in case of a

wckout. Keeping in view these comments and draft IGCEP 2025-35, ISMO requested to
allow KAPCO 1o operate through an appropriate interim arrangement to enable its utilization
as per Economic Merit Qrder and ensure continuity of supply to MEPCO region. Other
stakeholders i.e. MOE (PD), CPPA-G, MEPCO and NGC have also recommended allowing
operation of KAPCO.

It is noted that, unlike other projects that are selected in the IGCEP through the least-cost
optimization process to meet system demand, KAPCO has not been included in the drafl
IGCEP 2025-35 through this optimization exercise. Instead, it has been retained in the draft
plan, solely due to system constraints and operational considerations. Accordingly, the
regulatory and policy requirements for the projects that they must be first optimized in
zpproved IGCEP to proceed for further milestones (tariff, license/concurrence, PPA etc.), do
not strictly apply in this case. Given the system constraints necessitating its continued
operation, KAPCO will not be adjudicated for optimization during the IGCEP proceedings,
and shall, therefore, remain part of the approved 1GCEP. Nevertheless, the period for which
KAPCO will be required shall be determined during these proceedings. In view of the above,
the Authority has decided to provisionally extend KAPCO’s tariff term, which shall be

applicable for the term to be approved by the Authority in the IGCEP, : :

During this interim period, KAPCO shall be entitled to receive payments as per the approved

tariff. Upon approval of the IGCEP along with inclusion of KAPCO, the term of tariff shall -

automatically be extended till the expiry date to be mentioned in the IGCEP or 3 years as per
TPPA, whichever is earlier.

'Disailowance of Recovery of Switchyard Charges

According to KAPCO, it has kept the switchyard facility available for utilization by both NGC
and MEPCO, beyond the expiry of the original PPA, at the specific request of NGC. KAPCO
has provided all requisite details reparding the expenses incurred for such purpose which has
not been disputed by the Authority. The disallowance of recovery of such charges, incurred by
KAPCO in good faith and in the larger interest at the request of NGC, especially without any
dispute as to the amount claimed, is unreasonable, arbitrary, unfair and unjust. Section 31¢3)
(a) of the NEPRA Act requires the Authority to determine a tariff that ensures recovery of
prudently incurred costs. It has neither been disputed by the NGC nor the Authority that
KAPCO has incurred these costs. It is also a matter of record that the said Switchgear is
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essentially required by“the NGC for ensuring system stability. The ISMO also submitted before
the Authority that KAPCO's swiichvard is required to feed 132KV transmission lines of
MEPCO in the region.

KAPCO further submitted that in-paragraph 12.14 of the Impugned Determination, the-
Authority has noted that KAPCO should have negotiated payment mechanism with NGC. In
this respeet, it has been ignored that the Switchyard forms part and parcel of the Complex:
Throughout the term of the PPA, the costs associated with the Switchyard have remained the
part of the generation tariff, including O&M costs for the Switchyard. KAPCO agreed to make
available the Switchyard for NGC keeping in view the requests from the Government, CPPA-
G, NGC and consumer interest. There seems to be no Justifiable reason for exclusion of this
cost from the generation tariff. Accordingly, KAPCO requested the Authority to review its
decision in the matter. : :

During the hearing, the representative of CPPA-G submitted that it was discussed previously
that no payments can be honored in the absence of any agreement. The cost of switchyard is
now built in the generation tariff of KAPCO and it will receive such cost till the time 1t will
remain operational.

CPPA-G vide letter dated November 17, 2025 submitted following comments in the matter:

"It is requested that the matter may kindly be dealr after obiaining comments from
NGC & ISMQ and in accordance with the valuable guidance of the Authority. ”

The issue was also deliberated during the hearing, however, no comments were submitted by
NGC or ISMO.

The submissions of the petitioner have been reviewed. The requested switchyards charges of
Rs. 1.6 billion pertain to the period from October 2022 to December 2024 when there was no
PPA in place. As also highlighted by CPPA-G, the cost of switchyard is now built in the
generation tanff of KAPCO and it will receive such cost as long as it will remain operational,

Para 12.14 of the Authority’s Impugned Determination dated September 23, 2025 is
reproduced hereunder: :

The switchyard services were provided 1o NGCisystem operator and the
reimbursement jor these services should be made by NGC. Moreover, KAPCO should
have negotiated payment mechanism with NGC before providing these services.
Furthermore, KAPCO did not include reimbursement of these charges in its revised
lerms proposed through its letter dated January 01,2023 Accordingly, the Authority
has decided 1o disallow the same

As provided above, the issue was appropriately deliberated in the Determination dated

September 23, 2025. Considering the fact that KAPCO has not provided any new information
in this respect, the Authority has decided to maintain its earlier decision in the matter.

N




to
(5 ]

iﬂfﬁ} Decision of tic duthority in the matter of Yoitan for Leave jor Review filed by KAPCG
' ' Case No. NEPRA/TRF-600/KAPCO-2023

i, Indexation of Inventory cost of LSFO stock procured under expired PPA with
Merit Order price

According to KAPCO, the Impugned Determination the Authority has held that the inventory

cost of LSFO stock procured under the outgoing/expired PPA shall be considered as lower of"
actual &verage price or market price or merit order price, if applicable. It is humbly submitted -
‘that fuel cost is a pass through of fue] acquisition cest for all thermal IPP's in Pakistan. Fuel

' ibventory-carrying ¢ost is compensated ¥ia working capital cost while inventory acquisition

cost 1s compensated as a pass-through item in FCC. The Determination is accordingly net in-
line with industry practice and unfairly transposes the fuel price risk on KAPCG. Accordingly,

such indexation is discriminatory and against norms applicable for similar IPPs. It is also

highlighted that merit order is prepared based on the current fuel price and needs to be updated

as per the actual notified price notification on fortnightly basis for that fortnightly economic

meritorder. ”

- CPPA-G vide letter dated November 17, 2023 submitted following comments in the matter;

“Apparently, the petitioner has objected to the inclusion of Merit Order price and
CPPA-G agrees with the petitioner in this regard, Accordingly, it is requested to
consider lower of following:

aj Cost of actual fuel consumed for generarion: or

bj Prevailing market price

Moreover, the Authority is requested 1o devise an appropriate mechanism to avoid
major deviations in the fuel price submitted t6 NEPRA Jor adjustment and the fiel
price provided in the Merit Order.” ‘

The submissions of the petitioner and CPPA-G have been examined. Para Ii(1) of the Order
Part of the Authority’s Determination dated September 23, 2025 is reproduced hereunder-

“The inventory cost of LSFQ stock procured under the oulgoing/expired PP4 shail
be considered as lower of actual average price or market price or merit order price,
if applicable.” -

Considering the comments of CPPA-G, the Authority has decided to allow cost of LSFO
inventory procured under the expired PPA as lower of actual average price or prevailing market
price for fuel consumed for generation during the relevant period. Procurement of fuel under
the new PPA shall be assessed on the basis of actual cost in line with the industry practice.

iil.  Cost of Working Capital

3.26.  According to KAPCO, in Paragraph No. 20.7 of the Impugned Determination, the Authority

has allowed Cost of Working Capital of Rs. 472.57 million, which is subject to quarterly
adjustment on the basis of 3 months KIBOR, actual cost of SBLC maximum of 1% and actual
fuel inventory with maximum of 7 days RFO ventory at 100% load factor. Accordingly, the
Authority has linked the Cost of Working Capital with fuel inventory with a maximum of 7
days RFO inventory. In this regard, no mechanism has been laid down for adjustment of the
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Cost of Workiag Capiial on quarterly basis as per price of the delivered fuel. It is submitied
that the Determination is liable 10 be reviewed 1o adjustment of the Cost of Warking Capital
on‘the basis of price of the fuel delivered. Further, the Generat Sales Tax ( GST) is paid-on
LSFO, therefore, the Cost-of Working Capital ‘shouid-also be given with GST. In view of -

applicable petrolerm and climate levy, sit'is imperative to'dllow the adjustment of cost of -

working capital with deli vered price in order to mai_:n,t_éin 7 days fue] :iﬁi{eptpr;::_ .
CPPA-G vide letter dated November 17,2025 subrnitted ?:'éﬂo\#ihg‘t::bmméms in the matter:
“CPPA is of the view that GST shouid not be included in the Cost of working capital”

The submissions of the Petitioner have been reviewed. The Authority approved reference Cost
of Working Capital (CWC) component of KAPCQ on the basis of LSFQ price of Rs.
165,000/ Ton (excluding sales tax). The Authority did not allow quarterly adjustment of LSFO
price in line with the mechanism followed in case of RFQ plants.

It would be pertinent 1o highlight that, previously, sales tax on fuel was allowed in computation
of reference CWC component of RFO plants. Howeves, the Authority vide its decision dated
May 27, 2025 revised CWC components of REQ plants by, inter alia, excluding sales tax on
fuel. Therefore, CWC component of KAPCO was computed on the basis of LSFO price
excluding sales tax. '

Being consistent with other power plants, the Authority has decided to maintain its earlier
decision in the matter, :

iv. Variable O&M

According to KAPCO, it requested approval of separate variable O&M components for EB-]

_ and EB-II, without differentiation based on the type of fuel. However, in the approved tariff
table, the variable O&M components have heen specified based on the type of fuel rather than
by block.

CPPA-G vide letter dated November 17, 2025 submitted following comments in the matter;

“As highlighted by the petitioner, it seems that there s a typographic error in
Paragraph 24 of the determination as the Dpeiitioner has requested Block-wise tariff
rather than fuel wise tariff, necessary correction may be made. ™

The submissions of the petitioner and CPPA-G have been examined. Typographical error exist,
in the order part of the Impugned Determination which resulted in erroneous sum totals and
needs to be corrected. Accordingly, the Authority has decided 10 revise the tariff table as under:

Description RENG LSFO
Energy Purchase Price (Rs./kWh):
| Fuel Cost Component
Energy Block-1 ‘ 28.0173 29.3071
Energy Block-Il A - ) 30.5644 31.7398
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:?assa“ ' Dmsmn of the 4uﬂ:mtx 17 the matier af Motion for Leave for Peview filed by KAPCO
3‘*::’:. Case No. NEPRA/IRF-600/KA PCO 2023
| Description | RLNG LSFO
Yariable O&M (Local) ' .
. Energy Block-l 0.943 D.9431
’ Energy Block-If A 1.084} 1.0841
| Totai EPP:BlockI . * | 289604 1. 302502
 Total EPP Block- A 316484 |- 328230
Capaczty Purchase Price (Rs kafh} ' -
Fixed O&M L 0.5419 0.5612
Cost of Working Capital 0.1090 0.1129
Insurance 0.0587 0.6608
ROC 0.2721 02818
Total CPP 0.9813 1.6167
Total CPP @ 87.2% (Rs./KWh) 1.1259 1.1659
Total Tariff (Rs./kWh):
Black-I 30.6863 31.4162
. Block-1I A 32.7743 33.989¢%
NOTIFICATION

The above Order of the Authority is intimated to the Federal Government for notification in
the Official Gazette in terms of Section 31(7) of the Regulations of Generation, Transmission

and Distribution of Electric Power Act, 1997.
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 Additiohs] tha of Member (Fechaical)~Interim Tfff Reqiest filed by KAPCO

Itis aweﬂ-es:abhshed fact that the installed generation capac‘ty in She'CPPAC systcm, asof Jmt& .
2024; otalling eround 42,512 MW, including around 25000 MW of thermal generation, exceeds. ..
the current demand. The utifization df thermal generation capacify ifi the past two financlal yeats,
FY 2023 and FY-2024, remained at ardund 32% and 29%, respectively. Furthermors, 4 significant
portion of this surpius capacity available in pool is more cost-effective than the proposed interim

-tariff by KAPCO. Ad&monally, it is impartant to note.that this is not the first time the case for
extending the opetation of KAPCO power plant has beett presertéd to the Authority, Previonsly,
the Authority approved an extenswn of 485 days for this plant.

Tt i$ important to riote that, when fetiewing the Generdtion License for KAPCO on Sep‘tem‘bcr 8,
2022, for a period of three years, the Authority explicitly dirented the NTDC and MEPCO o
resolve the identifiéd technical issues within this timeframe. These Issues were causing KAPCO
10 operate in violation of the Ecdriomic Merit Order (EMO). Unfoﬂunatély, despite the clear
direction from the Authority, and witlt only six months remaining in the three-year period, the
situation has not improved as required.

It is relevant to highlight that, on one hand, al! stakeholders are working diligently to eliminate
costly "Take or Pay” gencratxon capacity. On the other hand, the extension for o‘peratmn of
KAPCO's more expensive generation.capaity is being proposed-on a “Tske or Pay* basis, <iting
trapsmission and grid. constesints. Moreover, it is worth mentioning fitat the 4,000 MW HVDG
line, buiit to transfer cheaper generation from the south to the north, is operating ata low utilization
rate (around 38 % during FY 2024) despite the full capégity paymérit charges beitg paid for.,

The failure to address these issues Ras tesulted in & situation where the country is unable td
optimally utilize its more economical and indigenous energy resources in the South, primarily.due
to the littiitations of the transmission systerf, Consequently, we find ourselves reinvesting in
ontdated and inefficient generation capaoity, further exacerbating the problem,

Thess facts highlight significant flaws in both the plenning and execution of power generation and
transmission System projects, It is unfair to shift the burden of these inefficiencies onto electricity
consumers, particularly when these issues stem from inadequate platining and execution by the
power transmission company.

In light of thé responsibilities ouflined for power transmission company, moiudmg NTDC and

DISGOs in NEPRA &t and Applicable Documents, [ am ofthecorisidersd opinion that the interim

tariff should be granted to this company strictly on a “Take and Pay* basis. However, whenever

this piant operates in violation of the Economic Metit Order (EMQ), the differential cost between

the aviailable cheapé? generation and the cost of generation from the plant operated in violation of
EMO shopid not be ptssed on to &lectricity consumers. Instead, this cost'shauld be bore by the
cntities responsible for providing a constraints-free transmission system.
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in tht presence of available surplus and more economical ‘Take or Pay’ generation capaeity, grénting

_ coricurtence to KAPCO under the same ‘Téke or Pay’ regime may impose an additional and unnecessary

fingncial burden on the power sector. Therefore, I am of the considered opinion that any- concurrenceshould be.
extended strictly an a ‘Take arid Pay’ basis, For a clearer understanding of my dissgnting positian, a detgiled . _

. note on the KAPOO tariff decision is attachied herewith.
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, G-5/1, Attaturk Avenue, Islamabad
Phone: 9206500, Fax: 2600026

- REGISTRAR Website: www.nepra.org.pk. Email registrar@nepra.org.pk
No. NEPRA/TRF-100/Notifications/ {f FF&— O January 08, 2026
The Manager

Printing Corporation of Pakistan Press (PCPP)
Khayaban-e-Suharwardi, .
Islamabad

-

Subject: NOTIFICATION REGARDING ORDERS OF THE AUTHORITY

In pursuance of Sub-Section 7 of Section 31 of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997 (XL of 1997); enclosed please
find herewith notifications in respect of the following Decisions of the Authority as detailed
below for immediate publication in the official Gazette of Pakistan:

. Decislon Issuance No. and
No.

Date
L. | Decision of the Authority in the matter of Motion for Leave for | 20856-20859

Review filed by Kot Addu Power Company Limited against| 09-12-2025
Authority’s Decision Dated September 23, 2025 in the matter of
Reference Generation Tariff

2. Please also furnish thirty five (35) copies of the Notifications to this Office after its
publication,

Encl: 0] Notification : w l '

(Wasim Anwar Bhinder)
Registrar

CC:

1. Chief Executive Officer, Centrai Power Purchasing Agency (Guarantee) Limited,
73 East, AK Fazl-e-Haq Road, Block H, G-7/2, Blue Area, Islamabad

2. Syed Mateen Ahmed, Deputy Secretary (T&S), Ministry of Energy —~ Power
Division, ‘A" Block, Pak Secretariat, 1slamabad
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