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National Electric Power Regulatory Authority

NOTIFICATION
]
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Islamabad, the 09 day of October 2026

0
S.R.O. m‘ (1)/2026.- 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),
NEPRA hereby notifies the following Decisions of the Authority:

. Decision of the Authority dated September 07, 2026 in the matter of Federal Government
Motion and Policy Guidelines for Uniform Application of Use of System Charges

II.  Decision of the Authority dated December 18, 2025 regarding Petitions filed by
XWDISCOs for Determination of Use of System Charges to the extent of Grid Charges.

2. While effecting the Decision(s), the concerned entities including Central Power Purchasing

Agency Guarantee Limited & K-Electric Limited shall strictly comply with the orders of the courts
notwithstanding this Decision.

(V\Sa;m Anwar BRindér)

Registrar
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AUTHORITY IN THE MATTER OF FEDERAL GOVERNMENT

DECISION OF THE
UMELINES FOR UNIFORM APPLICATION OF USE OF SYSTEM

MOTION AND POLICY G
CHARGES

NEPRA determined the Use of System Charges (UOSC) for each of the eleven {11) Ex-WAPDA
Distribution Companies (“XWDISCOs”) for Y 2025-26 vide its decision dated 18 December 2025. The
Authority determined the UOSC applicable to individual XWDISCOs, both with and without stranded
cost component, across various consumer categories and voltage levels. A summary of the XWDISCOs

wise UOSC, with and withoul siranded cost component, is given hercunder:
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I'he said decision was intimated to the Federal Governmeat of Pakistan for the filing of an application
secking uniformization of the determined UOSC across all XW-DISCOs, so that the same may be applied
uniformly upon all Bulk Power Consumers (BPCs) cligible for participation in CTBCM and other open
access users, as envisaged under the, National Electricity Policy 2021 (*NE Policy 2021™), National
Ficctricity Plan 2023-27 ("NE Plan 2023-27%), and the Lligibility Criteria (Electric Power Supplier
Licences) Rules, 2023 (“Eligibility Rules”} and other applicable documents. ’
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Guidelines for Uniform Application of Use of System Charges

''he Ministry of Encrgy Power Division (*MOL (PD
dated 25 May 2026 filed a Motion along w
application of UOSC for the open access Uscrs.

ik

iif.

v.

¥}, on behall of the Federal Government, vide letter
ith policy guidclines for the uniform determination and
The following was submitted in the said Motion:

MOD) has been declared on 22 January 2026, and
6, the opcrationalization of market liberalization
determined at the earliest, including the
ode.

Since the Commercial Market Operations Date (C
the first market auction is scheduled for June 202
ceforms cannot be delayed, and that a uniform UOSC must be
delermination of uniform losses pursuant to the approved Market Commercial C

has decided that a uniform UOSC, based on the

NEPRA’s determination of UOSC for cleven (11} XW-DISCOs, be applied to K-Electric Limited
(KEL). For this purpose, the Federal Government has decided that the financial gap arising from
uniform application of UOSC can only be met through an additional charge imposed by the
Regulator, in accordance with the clause 5.6.5 of the NE Policy 2021, reproduced below, in order to

avoid subsidies in market transactions under CTBCM.

It was informed that the Federal Government

“The Regylator, in order to ensure liguidity of the pawer sector, provide a level playing field for the
develonment of wholesale_market and to facilitate prudent profects of the Government, may impose
additional charge(s} which shall_be deemed _to be_costs incurred by the distribution_companies /
electric power supplier(s). Such additignal charge may lake into accoun! the sustainability. socio-

economic_objectives and commercial viability of the sector, affordability for the consumers and the
nolicy of uniform tariff......... "

It was further appriscd in thc Motion that for the uniform application of UOSC, the Federal
Government had proposed an amendment to Strategic Dircctive 88 (SD 88) of the NE Plan 2023-27
by insertion of the following provise: .

“Provided that iill the gmendment of NEPRA Act as envisaged in SD 80, the open access charges of
XWDISCOs shall also be applied 1o the privatized DISCO and financial impact if any. 50 arises shat!
be deall through incorporation of additional churge. "

It was informed that the above amendment formed part of MOE (PD) summary preseqited to
Economic Coordination Committee (ECC), but in the decision part, it was omitted, and accordingly,
ihe modification/rectification has been proposed in the ECC decision dated 05 May 2026. Pursuant to
the anticipated approval of such modification/rectification, which constitutes the policy foundation
for uniform application of UOSC across all distribution territories, the instant Motion is being filed. It
was informed in the Motion that the appraval of the proposed modification/rectification by the ECC
shall be furnished to NEPRA, which MOE (PD) subscquently provided vide letter dated 10 Junc

2026.

Accordingly, MOE (PD) requested the uniform application of the determined UOSC upon all BPCs
and other open ACCCSS USCrS ACrOss all XWDISCOs, inciuding KEL, pursvant to, inter alta, the
following policy guidelines whilc determining and imposing the said charges:

n additional charge(s), to be decmed as costs incurred by the distribution

owed as a Prior Period Adjustment in upcoming
m the uniform

« Approval of a
companies/electric power supplier(s), to bo all
(ariff determinations, in order to,mect the financial gap, if any, arising fro
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Government Motion ana Foiiy
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Wite o0
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application of wheeling charges, along with periodic adjustment thereof to be imposed uniformly

on alf wheeling consumers; and

ent to SD 88, subject to the finai decision of the ECC,

« Implementation of the proposed amendm _
DISCO differcntials arising from uniform open-

through a robust framework addressing inter-
aceess charges.

nity to the Federal Government to present its case, 4s
akeholders, decided to conduct a hearing in the matter.
The hearing was scheduled for L1 Junc 2026, at NEPRA Headquarter, Islamabad, with the option to
participatc via Zoom. Notice of the hearing was published in newspapers on 2 June 2026, and was also
uploaded on the NEPRA website, along with a copy of the Motion filed by MOE (PD). The hearing was
held as per the schedule. The Federal Government was represented by Additional Secretary MOE (PD),
along with the team from Power Planning and Monitoring Company (PPMC) and Independent System
and Market Operator of Pakistan (ISMO). The representatives from XW-DISCOs, KEL, media, industry,

and gencral public were also prescnt during the hearing.

The Authority, in order to provide a fair opportu
well as to obtam the comments of other relcvant st

The MOL: (PD) during the hearing reiterated ils submissions made in the Motion and aiso presented
following uniform wheeling charges for consideration and approval of the Authority;

Rs./kWh

S DISCOTE | SIS

B-4 C-3 B-3 C-2{3) C-2(b) A-2(C) A-3 b-2{b)
1ESCO 14.90 23.70 12.11 7268 20.82 218 2150 9.7
LESCO 421 1167 3.9 19.49 1275 19.02 18,56 6.61
FiSC0 954 18.09 8.97 19.32 7.3 18.95 15.60 6.42
GEPCO 552 5.52 604 il 1539 16.68 17.26 47
TMEPCO 3.44 1145 483 15.13 13.12 14.52 15.24 453
\PESCO 5.68 14.01 10.55 7139 19.59 20.90 2.0 849
HESCO 9.11 20.69 6.48 16.65 14.06 1624 15.84 434
(ESCO 36.57 36.57 9.49 20.57 18.80 20.55 19.85 7.70
SEPCO B ) 20,56 12,19 0.4 19.93 21,28 2148 9.37
TESCO - - 1555 2678 L) 26.52 L7} 13.89
HAZECO 1234 .3 3m 18.70 16.80 183! 18.68 5.80
Uniform UoSC 6.69 18.29 8.51 19,63 18.20 19.01 19.22 5.60

MOE (PD) submitted that any financial gap arising from the uniform application of wheeling charges on
KEL consumers, along witi its periodic adjustment, should be imposed as an additional charge uniformly
on sll wheeling consumers. The representative of PPMC, assisting MOE (PD), further stated that any
positive financial gap should be recovered from wheeling consumers only, whercas any negative impact,

if any, should be passed on to the regulated consumers only.

Uron inquiry regarding the fixed UOSC component, which had not becn included in the Motion filed by
MOE (PD), it was submiitted that the fixed UOSC may be considered and incorporated while deciding the
instant Motion. The representative of MOE (PD) further submitted that, since the fixed charges had
already been determined by the Authority as a uniform charge of Rs. {/kW/month vide its decision dated
1§ December 2025, the samc as such may also be incorporated into the uniform UOSC.
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were submitted by various stakchoiders, including the Federation of
Korangi Association of Trade and Industry
Company Limited (CCCL), the ISMO, and
ed commentators followed by the

During the proceedings, comments
Pakistan Chamber of Commerce and [ndustry (FPCCI), the
(XATL), Mr. Tanvir Barry, KEL, Arzachel, Cherat Cement
others. The relevant comments as advanced by the abovemention

cesponse of MOE (PD), where applicable, are given below.

e [t was submitted that the proposed wheeling charges (Rs. 8.83-22.45/kWh) exceed the actuzl cost of
network use, rendering open-access procurcment cconomically unviable, and that the inclusion of the
DSS (Rs. 3.23/kWh} iacks legal basis, as it was not part of the Federal Government's Motion, MOE
(PD) responded that the I3SS is levied under Scction 31(8)(b) of the NEPRA Act and already applies

cqually to cxisting grid consumers.

nd B4 consumers contradicts

« It was submitted that including cross-subsidy in the grid charges for B3
-subsidics

the Cubinet's February 2026 dccision and the Prime Minister's directive to eliminate cross
from industrial tariffs. MOE (PD) responded that the instant Motion is based on the July 2025
determination (FY 2025-26); cross-subsidics for B4 consumers were removed only in February 2026,
which will be duly rellected in the relevant grid charges detcrmination, while B3 consutmers continue
1o cross-subsidize other categorics, wilh the same treatment proposed for wheeling consumers 1o
ensure a jevel playing field, hence no contradiction with the Cabinet decision.

it was requested that the grid charges be formula-based and fixed for a long-term period (e.g., five
vears), excluding stranded costs and DSS, to support projeet bankability, with clear legal recourse if
grid charges arc laler escalated. A component-wise breakup of grid charges and a cap on any
additional charge wore also sought. MOI: (PD) responded that the grid charges are already formula-
based, with transparency and predictability lo be ensured through periodic regulatory reviews. A
breakup of the grid charges based on the July 2025 determination (inclusive of DSS) was provided,
and it was noted thal the cross-subsidy component would be revised as per the February 2026
decision in the relevant detcrmination; a cap on the additionai charge could not be predeterrained, as
it depends on cost assumptions, wheeling quantum, and the specific DISCO territory.

» It was submitted that the final grid charges determination should rest on uniform T&D losses with a
clear methodology. Querics were raised on whether the additional charge would be per-kWh or
percentage-based, and whether the impact shall be passed on to the 'wheeling consumers only. MOE
{P1D) responded that the impact of additional charge, shall be rccovered from wheeling consumers

ralher than passed on to regulated Sol.R consumers.

e It was submitted that cross-subsidy shouid be included in the grid charges only to the extent paid by
grid consumers, and that fixed charges (stranded costs and cross-subsidies) should be excluded to
keep the grid charges minimal for industrial consumers. MOE (PD) responded that stranded cost has
alrcady been cxcluded pursuant lo amended SD87 of the NE Plan 2023-27, and the proposed grid
charges compriscs only transmission/distribution margin costs and the cross-subsidy component, beth
alrcady borne by grid consumers, so the cross-subsidy has been reflected in the grid charges to ensure

uniform treatment.

e K-Llcctric submitted that applying a uniform T&D loss factor may causc over- or under-injection of
cnergy, warranting a compensation mechanism with 2 defined methodology for the financial and
working capital impact, and annual adjustment of distribution/recovery losses for open access. It also
submitted that, since the grid charges are based on the XWDISCOs' charges, its uniform application
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rough a mechanism similar to that used for uniform

will create a differcatial that should be scttled th
grid and open-access

arilYFCA differentials, with no resulting difference between grid charges for
consumers.

¢ 1 was submittcd that grid charges should reflect sctual network cost bascd on voltage, load, and
timing of consumption. MOIi (PD) responded that, per amended SD-87 of the NE Plan 2023-27, the
prid charges comprise both network access cost and the applicable cross-subsidy; while T&L costs
arc voltage- and cost-of-service-bascd, differences among categorics at Lhe same voltage arise from

the embedded cross-substdy component.

+ Cherat Cement requested fairness, regulatory certainty, and non-discriminatory trearment for open-
access and hybrid consumers, clarity on XWDISCOs' service-quality obligations, prospective
application of the grid chatges, and extension of all industrial incentives/subsidies to wheeling

CONSUWMers.

fre Motion, and comments of the stakehoiders.

‘The Authority has considered the submissions made in t
plicable

‘The head wise discussions on different aspects of the case covering the stipulations from the ap
policy and regulatory framework, submissions of the MOE (PD), comments of the different stakeholders

lollowed by the decision of the Authority is given hereunder;

Uniform Use of System Charges (UOSC)

It is noted that the clause 5.5.2 () of the NE Policy 2021 provides the following with respect to the
application of the UOSC:

“Providing a level playing field to all market pariicipants through wniform application of cross-
subsidization and other grid charges (o consumers of all suppliers;™

$D 87(a) of the NE Plan 2023-27 (amended vide SR.G 1528()/2025 dated 12 August 2025} and the Rule
5 (2)(b) of the Eligibility Rules (amended vide S.R.O [529(I¥2025 dated 12 August 2025) provides the
following with respect to UOSC:

“the grid charges shall include, but not limited to, the use of transmission and distribution system
charges, market and sysiem operator fee, metering service charges and cross subsidy. Such grid charges
shall be imposed on a uniform basis upon all bulk power consumers and any other open access user (0
provide level playing field to equally placed bulk power consumers of the respective supplier of last

resort.”

"The above provisions clearly stipulate what is to be included in the OSC and further mandate that such
charges be applied uniformly to all BPCs and other open access users. Pursuant to these provisions, the
Authority determined the XW-DISCO-wise UOSC, consistent with the principles and components
stipulated in the NE: Policy 2021, NI Plan 2023-27, Eligibility Ruies and other applicable document, vide
s decision dated 18 December 2025. It is on this basis that the instant Motion has been filed by MOE

(PD), sccking the uniformization of the said UOSC.

In this regard, the Authority has cxamined the uniform UOSC proposed by MOE (PD) and observed that
these have been derived uvsing a mcthadology distinet from the one which is applied for the
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the methodology adopted for the uniformity of the

uniformization of consumer-cnd tariffs. Applying
ed out and are hereby approved:

consumer-end tariff, the following uniform UOSC have been work

‘r Grid Cha Witho Pixed Transmission Distribution Cross- | Total Variable
J i Stran:'iifls Co:: ut Grid Charge Charges Charges Subsidy | Grid Charge

: Rs./kW/M Rs./XWh

B-3 1.00 1.60 1.99 263 6.23
B4 1.00 1.26 2.78 5.05 9.00
G-3 1.00 1.60 1.99 1036 14.95
1G-2 () 1.00 L.26 2.78 15.58 19.62
C-2(b) 1.00 1.26 2.78 13.70 1774
A-2{C) 1.00 1.26 2.78 15.09 19.14
A3 1 1.00 1.26 2.78 15.05 19.10
1D-2(b) 1.00 1.26 2.78 2.68 6.72

Rs./xW/M is to be charped bascd on sanctione boad,

During the hearing, the representative of PPMC submitred that the cross-subsidy component in the UOSC
should be based on a uniform cross-subsidy ratc, derived from the rate worked out on the consolidated
revenue requirements for cach consumer catcgory minus the respective uniform applicable tariff, so as to
cnsure uniform recovery and preserve a Jevel playing field between grid and wheeling consumers of the
same catcgory. Nonetheless, the cross-subsidy component has been calculated using the same
mcthodology adopted for the uniform consumer-end tariff, i.c., the weighted average rate across all
DISCOs, which the Authority considers 1o be the appropriate and consistent method for this purpose.

Stranded Cost

The Autharity, vide determination dated 18 December 2025, approved XWDISCO-wise UOSC, with and
without including the stranded cost component. The stranded cost component was included for the
consumers opting for open access without participating in the wheeling auction process to be conducted
by ISMO. However, the MOE (PD) in the Motion sought uniformization of UOSC only to the extent of
the UOSC component, excluding the stranded cost. Accordingly, a clarification was sought from MOE
(PDY) vide letter dated 28 July 2026 reparding the treatment of the stranded cost component. MOE (PI)
vide lctler dated 30 July 2026, has provided its clarification, which is reproduced below:

“The framework for such consumers has already been approved by the Cabinet vide amendment in
Clause b(i) of the NE Plan SD 87. For these consumers opting for open access without participatling in
the auction process, the following wniform siranded cost component is computed based on the XW-
DISCO- wise stranded cost component determined by NEPRA and the Fully Allocated Cost of Service
Study (FFACOS) models submilted by XW-DISCOs, may be included for such consumers, in addition to
the uniform UOSC to be determined by the Authority for eligible open access users participating in

CTBCM through the auction process:”

Voltage Level Stranded Cost {(Rs/kWh}
11 kV 12.94
132 kV/ 66KV 1633
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4 XW-DISCO-wise siranded cost component vide
able policy and regulatory framework and
has decided to determine uniform stranded

As staled above, the Authority has alroady determine
decision dated 18 December 2025. In view of the applic

MOE(PDY’s clarification dated 30 July 2026, the Authority ‘
cost component for incorporation into the uniform UOSC for eligibie open access users opling for open

access without auction process. Based on NEPRA's adopted methodology, the uniform stranded cost
works oul 1o be the same as has been proposed by MOE (PD). Accordingly, the UQSC with stranded cost
componcat, applicablc to cligible open access users opting for open access outside the wheeling auction
process to be conducted by [SMC, are worked out and hercby approved as under:

) — Fixed Tramsmbsion | Diseibacon | Cross- Total Variable
G'S’d Ch;’g’é With Grid Charge Charges Charpes ] sebsidy | STnded C%|  Grid Charge

trapde tat 1o RS.&W’M Rs,kah
-3 1.00 1.60 195 ] 2.63 1394 19.17
B4 1.00 1.26 278 5.05 16.35 25.45
3 100 1.60 1.93 1L.36 16.35 31.30
-2 {a) 1.00 1.26 2.78 1558 12.94 1256
-2 {b) 1.00 126 2.78 13.70 12.94 30.68
A2ICY 1.00 L6 278 15.03 12.54 32.08
a3 1.00 1.26 .78 15.05 12.94 2204
D-2{b} 1.00 L.26 2.78 2.68 12.94 19.66

Rs/EW/M i w be charged bascd on sanctione Joad.

Debt Servicing Surcharge (DSS

The MOL (PD) diiring hcaring submitted that open access users shall also bo charged DSS, however,
during the hearing various stakcholders agitatcd the proposal of MOE (PD). The NEPRA Act regarding

surcharge under section 31(8) states the following;

)

“Notwithstanding anything contained in this Act and in addition to the tariff, rates and charges notified
under sub-section (7) and this sub-section, each electric power supplier shall collect such surcharges

from any or all categories of consumers, as the Federai Government may charge and notify in the official

Gazelte from lime to time, in respect of each unit of electric power sold to any or all categories of
consumery and deposit the amount so collected in such manner as may be prescribed. The amount of such
surcharges shall be deemed as a cost incurred by the electric power supplier and included in the tariff

notified under sub-section (7).

MOE (PD), during the hearing, submitied that the DSS shall be imposed by the GOP on wheeling
conswners in the same mannct as it is charged from regulaied consumers. The Authority noted that the
1SS is a surcharge imposcd by the Vederal Government under Section 31(8) of the NEPRA Act, and its
fegal basis is thercfore statutory. The Authority also considered that, vide its decision dated 30 Macch
2026, it had allowed the X WDISCOs and KEL to charge the DSS to their consumers. As per the NEPRA
Act, every clectric power supplicr is obligated to collect such surcharges as the Federal Government may
fevy and notify. Accordingly, the Authority agreed with the submissions of MOE (PD). Nonetheless, the
Federal Government shall ensure that its imposition remains within the [imits set out under Section 31(8)

of the NIEPRA Act.

Mechanism of Adjustment of Inter-DISCO Differentials

‘I'he SI 88 of the Ni: Plan 2023-27 provides the following with respect to the inter-DISCC differentials:
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vise a robust framework to settle the inter-DISCO differentials

...... Accordingiy, the Regulator shall de
of uniform tarifl."”

on account of uniform open-access charges till the time of applicability

NEPRA. in its decision dated 18 December 2025 decided that XWDISCOs in consultat?on with t.he
Ministry, shall formulate an inter-disco settlement mechanism, owing to uniform imposition of gird
charges, on similar lines as being donc for consumer end tariff and quarterly tariff adjustments, for
consideration of the Authority. MOL (PD), in its Motion, has requested that a robust framework be
dovised 1o address inter-DISCO differentials arising from the application of uniform open-access charges;
however, no specific mechanism was proposed for this purpose in the Motion itself.

Lipon being questioned by the Authority on this point, the representative of MOE (PD) during the hearing
cxplained that the differential arising due to application of uniform UOSC on open access users should be
calculated at the end of cach year and adjusted in the following year as a prior period adjustment, (0 be
recovered exclusively from open access users. Similarly, any differential arising from the application of
uniform T&D losscs, as opposed o actual DISCO-specific losscs, should also be recovered exclusively
from wheeling consumers. It was further clarified that neither of theso differentials would be absorbed
into the tariff applicable to cxisting grid consumers, nor would the Federal Government provide any
subsidy to cover such shortfall; in cffect, the full cost of both differentials is to be borne solely by

wheeling/open-aceess consumers.

A draft adjustment mechanism for settling inter-DISCOs differentials was prepared and shared with MOE
(PD) and other stakeholders for their comments. MOE (PD) vide its ietter dated 30 July 2026, supported
the adjustment mechanism and reitcrated its aforementioned stance regarding passinig on the impact of
differentials on wheeling consumers. However, the mechanism was not supported by ISMO and KEL by
stating that such adjustment framework would result in different UOSC for open access uscrs compared
to oqually placed consumers of Suppliers of Last Resort (SOLR), and charging of such differential
charges to wheeling consumers is not in line with NE Policy 2021 and NE Plan 2023-27.

Subsequently, MOE (PD), vide lotter dated 5 August 2026, submitted that, a meeting was held on 3
August 2026 under the chairmanship of the Hon'bic Minister of Energy, and clarified its position
regarding the adjustment mechanism for UQSC (including cross-subsidization) and T&D losses. MOE
(PD) submitted that it rcaffirms its commitment to the principle of applying the same/uniform UOSC
(including cross-subsidization) across cqually placed consumers, irrespective of supplicr, consistent with
the mandate of the NE Policy 2021, the NE Plan 2023-27, and the Eligibility Rules. It submitied that the
mechanism for settling inter-DISCO differentials arising from the uniform application of UOSC
(including cross-subsidization) must not compromise the overarching principie of a Jevel playing ficld,
which is a binding instruction under Section 5.2.2(f) of the NE Policy, and that grid charges, including
cross-subsidization, must therefore remain uniform for all equally placed consumers regardless of
supplicr. Accordingly, MOL (PD) submitted that inter-DISCO differentials arising from the uniform
application of UOSC should instead be setiled through an inter-DISCO settlement mechanism, analogous
to the existing framework used for thc unmiform end-consumer tariff. The Para 4 of MOQE (PD)’s

* aforementioned letter is reproduced as hercunder:

“The Ministry of Energy (Power Division) remains committed lo the principle of applying same / uniform
grid charges fincluding cross subsidization) across equally placed consumers irrespective of the supplier.
This position is consisient with and gives effect to the mandate and instruction of the National FElectricity
Policy, the National Electricity Plan and the Supplier Rules, 2023. Accordingly, the mechanism jor
sedling the inter-DISCO differentials {on accoun! of uniform open access charges / grid charges
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including cross subsidization) should nol compromise the overarching p:;z'ncfple of level playing ﬂe[a.f,
() of the NE Policy. Consequently, it is

which is a binding instruction enshrined in Section 5.2.2 .
imperative that grid charges including cross subsidization should be same ! uniform for all equally
placed consumers, irrespective of their suppliers.”

1SMC vide omail dated 12 August 2026 submitted a draft mechanism for inter-DISCO scttlement of
UOSC differentials for consideration of the Authority in furtherance to their carlier comments and MOE

(P1)) letter of 05 August 2026,

The Authority has considered the submissions of MOE (PD), ISMO, KEL and other stakeholders. 1t is
noted that the paramount principle in this regard is to ensure that UOSC applicable to open aceess users
remain cqual to those applicable to cqually placed consumers of the suppliers of Jast resort. In this
context, applying the differential arising from the uniform application of UOSC exclusively to wheeling
consumers shall result in UQSC that differ from those applicable to equally placed consumers of the
SOLRs, thereby defeating the very principle of uniformity and non-diserimination. Therefore, the
Authority decided to agree with the submissions of MOE (PD} that thesc differentials should nat be

passed on (o the wheeling consumers only.

Regarding the mechanism, the Authority considercd that these differentials also arise with the application
of the uniform consumer-cud tariff, which are scitled among the XWDISCOs by the relevant entitics.
MOE (PD) aiso submitted that adjustment of the UOSC should instead be settled through an inter-D1SCC
scttlement mechanism, similar to the existing practice in vogue and applicable framework used for the
unitorm end-consumer tarifl, In view thereof, the Authority has decided that the differential arising due to
the uniform application of UOSC shall also be scttled following the mechanism applied for the seitlement
of the differential arising due to the application of the uniform consumer-end tariff, and accordingly, no
scparale formula-based mechanism is required; the relevant entities may apply the same inter-DISCO
scttiement methodology to the scttlement of UOSC diffcrential as well.

Uniform T&D Losses and Adjustment Mechanism .

MOE (P)) in its Motion requested for the approval of uniform losses, pursuant to the approved Market
Commercial Code. Later, MOE (PD) vide its letter dated 30 Juty 2026 provided the following voltage

wise losses for consideration of the Authority;

[ )
‘ CIIKV Iszstslci;}

&+

8.42% 151% |-

The Authority has considered the submissions of the MOE (PD). Based on the T&D losses of cach
DISCO, the uniform T&IY loss at 11 kV works out to around 8.04%, rather than the claimed figure
of8.42%. Accordingly, the Authority has decided to approve a uniform loss of 8.04% for consumers
connected at 11 kV voltage level. The uniform loss figure of 1.51% for consumers connected at the 132

kV voltage leve! is found to be correct, and approved as such.

In addition, it was noted that whilst the impact of uniform T&D losses has been duly accounted for in the
calcuiation of the uniform UOSC, the application of the uniform T&D losses may also create an energy
surplus in DISCOs with lower allowed losses, and a shortfall in DISCOs with higher actual losscs,

comparcd to the uniform fevel, This point was also raised by KEL in its submissions and requested that
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this be addressed through a compensation mechanism, together with a defined methodology for
calculating the associated financial impact, including waorking capital cost implications arising from such
deviations, in the Authority's determination. To address these differentials, ISMO vide email submitted a
mechanism whercby it was proposed that the surpius or shortfall energy, due to application of uniform
loss faclors, may be valued using the applicable encrgy purchasc price of the respective DISCT, to

determine the monctary scltlement amount.

arket Commercial Code, gencralors

It is noted that this situation may arisc because, under the approved M
ed by their BPC(s), by grossing up

of the BPCs arc required to inject the quantum of electricity consum
the same with uniform T&D losses. Since DISCOs, where wheeling is carried out, may have losses
higher or lower than the uniform figure, generators would end up injecting either more or less energy than
actually required. "This could result in the system either having to source additional eleetricity to cover

BPC(s) consumption, or being left with surplus electricity.

Although ISMC had proposed a mechanism for the settlement of differentials arising from the application
of uniform loss factors, it has not yet been discussed theroughly among all stakeholders. Further, pending
due deliberation on this maticr, it remains to be seen whether such a situation will, in fact, aciso: Ib is
additionally noted that while the NE Plan 2023-27 requires NEPRA to prescribe a mechanism for settling
inter-DISCO differcntials arising from the application of uniform UOSC it does not require the
prescription of a mechanism for cnergy differentials arising from the implementation of uniform T&D
losses. In view thereof, the Authority has decided to not approve any such mechanism in the instant
Decision. The relevant cntitics, inciuding MOI: (PD), XW-DISCOs, ISMO, KEL and others, are hereby
dirceted to deliborate on this matfer and, oxplain, during the proceedings of determination of UOSC of the
next year, whether such a situation does arisc duc to the implementation of uniform T&D losses. if it
arises, they shall propose a mechanism, after due consultation with all the relevant stakeholders, for the

scitiement of such differcnlials.

Additional Charge

MOE (PI3) in the Motion submitted that the Federal Government has decided that uniform UOSC based
on the NEPRA determination for eleven (11) XW-DISCOs be applicd to KEL. In this regard, the Federal
Government has also decided that the financial gap arising from uniform application of UOSC can only
be met from an additional charge imposed by the NEPRA, in accordance with the NE Policy 2021, in
order to avoid any burden of subsidics on Federal Government duo to market transactions under CTBCM.
For that purpose, amendment to S 88 of the NE Plan 2023-27 was also made, which is as follows:

“Provided that till the amendment of NEPRA Act as envisaged in SD 80, the open access charges of
XWDISCOs shall also be applied to the privatized DISCO and financial impact if any, so arises shall be

deul through incorporation of aaditional charge.”

Accordingly, the fcderal Government approved the issuance of the policy guidclines for the approval of
additional charge(s) by NIIPRA, which shall be deemed costs incurred by the distribution companies/

electric power supplier(s), to be allowed as prior period adjustment in the upcoming tariff determinations,

fo meet the financial gap, i any, arising from uniform application of wheeling charges, along with its

periodic adjustment to be imposed on all wheeling consumers uniformly.
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MO (PD) during the hearing submitted that in the event of negative additional charge, in case KE:S
UOSC turns to be on lower side, any such benefit shall be retained and passed on to the existing grid
consumers: however, the impact of any positive charge shall be passed on to the open access USCTS.

d that the Cabinet Decision regarding an

MOE (PL) through its letier dated 05 August 2026 submitte |
umers) was intended / designed solely to

additional charge {including its application on wheeling cons
bridge the gap arising due o the difference between the KL tariff and the uniform national tariff (bascd
on XWDISCOs). This was intended only to ensure fiscal neutrality, i.e. limiting the subsidy impact to be
paid by Federal Government through its fiscal space, and will apply until the relevant provisions of the
NIPRA Act arc amended to cnabic consolidation of revenue requirements of all the SOLRs including
(K131, for the purposc of determining and notifying a single national uniform consumer end tariff.

KJ:L, argued that the N1 Plan 2023-27 requires UOSC to be applied uniformly to all BPCs and open
d including the additional charge in the uniform UOSC

access users to ensurc 2 level playing ficld, an
would create a payment discrepancy between BPCs opting for open access and similarly placed BPCs
the Authority

under cxisting SoLRs, a result that contravencs the NE Plan 2023-27. KEL therefore asked
{0 review the logal basis for imposing this additionai charge until the NEPRA Act is amended, in order to
maintain consistency with the cxisting regulatory framework and avoid legal ambiguity.

The Authority has considercd all submissions in detail. It is noted that clause 5.6.5 of the NE Policy 2021
cmpowers the Authority to impose an additional charge to ensurc liquidity in the power sector, to provide
a level playing field for the development of the wholcsale clectricity market, and to facilitatc prudent

prajects of the Government.

fn the instant case, the imposition of additional charge has becn proposed to cover the financial gap that
may arisc with the application of uniform UOSC on the DISCO(s), whose individual UOSC had not been
included in the workings of uniform UOSC. According to MOE (PD), this has been introduced as the
Federal Government does not intend to fill the financial gap arising from open access users related nlarket
transactions through subsidy by Federal Government, and this will apply until the NEPRA Act is
amended to consolidate the revenue requirements of all SOLRs, including KEL, into a single national
uniform consumer tariff, The necessary amendments have also been made to the NE Plan 2023-27.

The Authority has considered the above and decided to approve the additional charge to cover the gap
arising from over/under-recovery, duc to the application of uniform UOSC, on the DISCOs whose UOSC

were not accounted for in the workings of uniform UOSC.

Further, it is noted that the Federal Government approved recovery of the additional charge from
wheeling consumers only, and this decision was communicated as policy guidclines, Whilst, resolving the
K11 related diffcrential through an interim additional charge rather than through fiscal subsidy is a step
in the right direction, however, confining the recovery of thal charge exclusively to wheeling consumers
may not be correct. liven during the interim period pending amendment of tho NEPRA Act, applying the
additional charge only to open access users would create discrimination between open access users and
cqually placed consumers of the SOLRs, which is not in line with the provisions of the NE Policy 2021
and NE Plan 2023-24. The Authority is of the view that under section 31 of the NEPRA Act, the policy
guidelines arc to be complied with onty to the extent they give effect to the NE Policy 2021 and NE Plan
2023-27, which is not the case in the instant matter. Hence, the Authority has decided that additional
charge shall be applicd to all consumers, both apen access users and consumers of the SOLRs, so as to

Page 1] of i3




1510,

16.

16.1.

1“1

17.1.

17.2.

sfises Peision of the Audhesity regardivg Federal Goverpment Motion and Fuiiiy

Guidelines for Uniform Application of Use of System Chatges

preserve the level playing ficld and uniformity required under the applicable policy and regulatory

framework.

The Authority has also cxamincd that this approach is consistent with internationat regulatory practices. A
review of comparable jurisdictions confirms that the nctwork UOSC component of the electricity taril_‘f‘ is,
wilhout exception, treated as a regulated, supplicr neutral cost, structurally scparate from the competitive
supply/energy charge, and applicd uniformly to all users and consumers of a given network, irrespective
of the clectric power supplicrs with wihich open access uscr or consumer contract. This consistency across
jurisdictions with materially difforent market structures, ownership models, and stages of liberalization

confirms that uniform, nen-discriminatory application of UOSC is not a discrctionary matket-design
choice but a structural precondition for a functioning competitive clectricity rearket, and reinforces the
system, cannot be

Authorily’s conclusion that the additional charge, being the charge related to use of
confined 10 open access users zlone.

Periodic Adjustment

‘The Eligibility Rulcs provides that the periodic adjustment of any component of UOSC or costs shall be
made by the Authority from time o time similar to the periodic adjustment of tariff for other consumers
of SOLRs. As explained above, the UOSC comprise of grid charges that include transmission chargcs,
distribution charges, metering service charges, market and system operator fee, cross-subsidy, and
capacity charges/stranded cost (for open access users not participating in the auction to avail wheeling).

In Jight of the above provision of the Eligibility Rules, the periodic adjustroent of any component of these
UOSC shall be determined by the Authority from time lo time, in a manner similar to the periodic
adjustment of these components are approved for the consumers of SOLR, and shall apply equally to

BPCs/open access uscrs.

Order

The following uniform UOSC shall apply to open access users that opt for open access through
competitive wheeling auction process,

T I l )
. . Fixed Transmission Distribution Cross- | Total Variable
Gm;:_z;gezs (;f ::hout Grid Charge Chaerges Charges Subsidy | Grid Charge

| Bs./kW/M Rs./kWh
B3 L.00 1.60 | 1.99 2.63 6.23
13-4 1.00 126 2.78 5.05 9.09
C-3 100 1.60 1.99 1136 14.95
C-% (a) 1.00 1.26 278 15,58 19.62
Je-2 ) L.00 126 | 2.78 13.70 17.74
A2 (C) 100 | 1.26 | 2,78 15.09 19.14
A3 .00 1.26 | 2.78 15.05 19.10
0-2(b) 1.00 1.26 | 2.78 2.68 6,72

Rs./kW/M 15 to be charged based oo sanctione load

‘The following UOSC shall be applicable on open acccss users who avail open access without
participating in competitive wiiceling auction process;

Page 12 of 13




"Vv

v ZJ

P&F&} Deeision of the Authority regarding Fodoral Goveramene Motion and Folicy

L s i Guidelines for Unifarm Application of Use of System Charges
T " Fieed Trawmbslon | Dbtribution | Oross | gy oo 1 Toral Varkble

G’s‘d C::‘:‘é With Grid Charge Charges Charges Subsidy Grid Charge

crandes Lost RaWIM Rs/EWh

3 100 1.60 1.99 .53 12.94 B
T 4 140 126 .78 5.05 16.35 15.45
3 1.00 160 199 136 | 16.35 31.30
C 2ta) 100 1.26 2.78 1558 1294 32.56
C-2(b) .00} . L6 278 13.70 12.94 30.68
A2(Ch 1.00 1.26 278 15,09 1294 32.08
%3 1.00 1.26 178 15.05 12.94 32.04
0 by 1.00 136 .78 2.68 12.94 19.65

#s./k WA & to be chargedd based on ssnction: toad

iii.

v,

MOE (PD), the XWDISCOs, KEl, and I1SMO shall deliberate on the matler of encrpy
differentials arising from the application of uniform T&I) losses, and shall develop a mechanism
for the adjustment of any such diffcrentials, to be submitted during the proceedings of

XWDISCOs' upcoming UOSC petitions.

The XWDISCOs are dirceled to immediately submit their (JOSC petitions based on the CY 2026
determined tariff’ including the proposal for the determination of UOSC for all consumer
calegories and sub-categories intending (o participate in wholesale market, without any further

delay,
Furthermore, XWINSCQOs and KEL are directed to coordinate with cach other and provide

complete data regarding the Maxinum Demand Indicator (MDI) and associated sales for the
relevant consumer categorics and sub-categorics in respect of which UCSC are sought

‘The Federal Government, while notifying the instant decision, shall also notify the Authority's
decision issued in the matier of cach Ex-WAPDA DISCC (XWDISCQ), dated 18 December

2025,

(s Qhinad

AUTHORITY

/}

/
Amina Ahmed | ’ J Maqsooé/ Anwar Khan
Member Vol Member
o
%m\gc N
( hEJr;;T]ah :S‘hlukh Waseem Mukhtar
Member Chairman
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The Authority tssued its wheeling charge determination vide Order dated 11.01.2021. The
said determination of the Authority was subsequently challenged by DISCOs before the
Honorable islamabad High Court (IHC), Islamabad. The Honorabie IHC, vide order dated
03.03.2023 directed NEPRA to decide the matter within a period of ten (10) weeks frm the

date of reenipt of the said order.

The Authority specified NEPRA Open Access (Interconnection and Wheeling of Electric
Power) Regulations, 2022, {(“Open Access Regulations or the Regulations”), which were
subsequently notified by vide SRO 1994(1)/2022 dated 02.11.2022.

Pursuant to Clause 7 of the Regulations, DISCOs are required to file Petitions before the
Authority, for determination of their Use of System Charges, Clause 7 of the Regulations

provides as under;

Filing of petition and deteymination of use of system charges; Within ninety days following
the date of notification of these reguiagons, each: distibution licensee, in consuftation with
the respective supplier of last resort, shall prepare and submit a separate petition to the
Authority for determination of its use of system charges. Such petition shall be accompanied
with a statement which will set out the basis upon which the use of system charges shall be
caleulated in such manner and with such details as shall be necessary.

Pursuant to the Regulations, the EX WAPDA Distribution Companies (hereinafter referred
to as “XWDISCOs” or the “petitioner”) filed petitions for the determination of their Use of
System charges (UoSG) /wheeling charges, based on the rariffs determined for the FY 2022-
23, which were accordingly admitted by the Authority. The Ministry of Energy (Power
Division) (MOE-PD), conveyed that since the Authority’s rebasing of the consumer-end
wariff for FY 2023-24 was at an advanced stage, while the UoSC Petitions had been filed on
the basis of FY 2022-23 tariff determinations the petitions required revision to revision to
incorporate the updated tariff figures tariff for FY 2023-24,

Subsequently, the uniform tariff along-with the individual tariffs of all XWDISCOs for FY
2023-24 were determined by the Authority for FY 2023-24 notified by Federal Government
vide 3RO dated July 26, 2023 effective form Tuly 01, 2023. Pursuant thereto, the USeC
petitions filed by XWDISCOs based on tariff figures based on FY 2022-23 were returned,
with directions to file revised petitions incorporating the tariff data for FY 2023-24.

In compliance, all XWDISCOs (except SEPCO) filed their revised UoSC petitions based on
the tariff determined for TY 2023-24, which were admitted by the Authority. Subsequently,
SEPCQ aiso filed its petition for determination of UoSC charges, which was alsa admirted by
the Authority. A joint hearing of all XWDISCOs in the matter was conducted on 28.11.2023.

During a Sectoral briefing on the Power Sector, the Prime Minister of Pakistan constituted
a Committee tasked with proposing an optimal wheeling charge structure for the approval of
the Federal Cabinet. The Committee comprised theMoE-PD as Lead, Ministry of of Finance
(MoF), Ministry of Industries & Production (Mol&P}, NEPRA, CPPA-G and NTDC. The
MoE-PD vide notification dated 03.06.2024, formally norified the Commitree with

S S
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Additional Secretary-II (Power Division) as lead and representatives from Finance Division,
Mol&P, NEPRA, CPPA-G, NTDC and K-Electric with Dr. Fayyaz Chaudhary & Mr. Abid
Lodhi were included as co-opted members.

Separately, the Cabinet Committee on Energy {CCoE), vide decision dared 22.11.2023,
constitured a Committee comprising of Minister for Finance, Revenue & Economic Affairs
(Convener), Minister for Commerce, Industries & Production, Minister for Power &
Petroleum, Secretary Power Division, Member Energy, Ministry of Planning, Development
& Special Initiatives, to deliberate holistically on the issue of wheeling charges and
recommed a viable way forward thereon, to the CCoE. In parallel, the Minister for Power
also established a2 a working group to further undertake deliberations and conduct
stakeholder consultations on the wheeling charges framework

The MoE (PD) submitted a summary to the Economic Coordination Committee (ECC) of the
Cabinet, titied_*Approval_of Amendments in the National Electriciry Plan — Strategic
Directive 87", The ECC approved the summary vide decision dated 17.07.2025 and
subsequently rarified by the Cabinet vide Case No CCe-05/02/2025 dated 29.07.2025.

The SD 87 of NE Plan has accordingly been amended as under;

Open access charge shall be recovered as per the following mechanism.

wsiem qharg arket and m opearator fe Lerizy ice ¢ 0ss subsidy.
Such grid charges shall be imposed on a uniform basis upon all bulk power consumers and
any other open access user to provide leve! playing feld to equally placed bulk power
consumers of the respective supplier of [ast resort.

(b) () the frameworks / policy guidelines Issued by the Federal Government, from time to
time, stipulating the mechanism to deal with stranded costs on account of market
liberalization and open access. The framework / policy guidelines shall be applicable for
period of five years and the quantum of demand allowed for wheeling under the framework
/ policy guideline shall be 800MW, such quantum may be revised by the Federal Government
based on market realities and the need for further liberalization. The frameworks / policy

guidelines shall:
(A} reflecr marker realicies;

(B} include measures and incentives to facilitate open access / wheeling of an allowed
quantum of demand for a given perfod under the Competitive Trading Bilateral Contract

Market (CTBCM),

(C} provide mechanism for a transparent competitive auction process for allocation of the
allowed guantum and applicability of contribution to the stranded costs thereto; and

(D} such othar matters as deemed necessary to safeguard consumer fnterests and advance the
economic and social policy objectives of the Federal Government. The Authority shall
approve the competitive auction results within thirty days of submission by the Independent
Systam and Market Operator of Pakistan (Guarantee) Limited (ISMO).

(b} (i} in the event the framework / policy guidelines is not in feld or the quantum ofdemand
allowed for a particular period has been exhausted; or any person intends to avail open access
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then the Authority shall, on an application made by respective licensee or ISMO (as the case
may be), determine other costs equai to the total generation capacity charges recovered from
the equally piaced bulk power consumers of the suppliers of [ast resort, either in a volumetric
form (kW) or through fixed charges. Such costs shall continue to be paid in the said manner
till such time as may be reviewed by the Feders! Government as per the procedure laid down
in the applicable rules.

Similarly, Rule 5 of the Supptier Eligibility Criteria Rules, 2023 has also been amended as

under;

“5. Billing, collection and deposit of cerrain charges:

(1} Any person who has been granted a License for supply of electric power as a compelitive
supplier by the Authoricy, shatl bill and collecs from its bulk power consumers, and make
tmely deposit to the relevant distribution licensee in the designated sccount, alf the (i) grid
charges including the amount of cross subsidy and (i} other costs arising on account of market
liberslization and advent of open access, namely, the saanded coscs. The said charges shall
be deposited by the competitive supplier on accrual basis, i.e. the amount actually billed to
the consumers for the billing cycle.

(2) The Authority shall(i} determine the grid charges inciuding the amount of cross subsidy
and (i) approve or determine other costs under sub-rule (b)(I) or (b)(ii} [es the case may be}
arising on account of market liberalization and advent of gpen access, namely, tie stranded
costs, in accordance with the provisions of the National Electricity Policy, National
Electricity Plan and such other economic and social policy objectives as may be provided by
the Federal Government ro the Authority, including the following, name{y:— £

{a) the grid charges shall include, but not limited to, the use of transmission and distibution
system charges, market and system operator fee, metering service charges and cross subsidy:
Such grid charges shall be imposed on a uniform basis upon all bulk power copsumers and
any other open access user to provide level playing Beld to equally placed bulk power
consumers of the respective supplier of last resorr,

(B)(i) the frameworks or policy guidelines Issued by the Federal Government, from time to
tme, stipulating the mechanism to deal with stranded costs on account of market
fiberalization and open access. The framework or poficy guidelines shall be applicable for s
period of five years and the quantum of demand sllowed for wheeling under the framework
of policy gufdeline shall be B0OMW, such guantum may be revised by the Federal
Government based on marker realities and the need for firther fiberalizanon. The

frameworks or policy guidelines shall:
(A} reflect marker realicies;

(B) include measures and Incentives to facilitate open access or wheeling of an allowed
quantwn of demand for a8 given period under the «.,ampeaave Trading Bilateral Contract

Market (CTBCM);

(C) provide mechanism for a transparent competitive auction process for allocation of the
allowed gquantum and spplicability of contribution to the stranded costs thereto; and

(D) such other matters as deemed necessary to safeguard consumer interests and advance the
economic ana-secigl policy objectives of the Federal Government. The Authority shall
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approve the competitive auction results within thirty days of submisston by the Independent
System and Market Operator of Pakistan (Guarantee) Limited (ISMO).

(b)(ii} in the event the framework or policy guidelines is not in field or the quantum of
demand allowed for a particular period has been exhausted; or any persoa Intends to avail
open access without the competitive auction process stipulated in the Fframeworks or policy
guidelines, then the Authority shall, on an application made by respective licensee or ISMC
(as the case may be), determine other costs equal to the total generation cgpacity charges
recovered from the equally placed bulk power consumers of the suppliers of last resort, either
in 2 volumetric form (kWh) or through fixed charges. Such costs shall continue to be paid in
the said manner till such time as these are reviewed by the Federal Government, as per the

procedure laid down in sub rule (3) of this rule.

{c) subject to rule S5(2)(b)0):

(A) the above charges or costs shall be imposed on uniform basis across the country till the
time the uniform tariffis applicable, and thereafter shall be applicable as per the tariff of each
distribution licensce holding the supplier of fast resort ficense; and

(B) the periodic adjustment of any component of the above charges or costs shall be made
by the Authority from time to Ume similar to the periodic adjustment of tariff of other

consumers of suppliers of last resort.

(d) The competitive supplier and any other open access user shall pay grid charges and other
costs approved or determined by the Authority in the manner specified by It.

(3) The principles sec forth in sub-rule (2)(b)(i5) may be modified by the Federal Government
as per the procedure laid down hereunder; "

(a) any proposal for deviation of stranded costs under sub-rule(2)(b)(ii) shall be submitted by
the Division to which the business of electricity stands aflocated to the Ministry of _*’

(b} for evaluation of any such proposal, the Ministry of Finance shall hire an independent
consultant to study the impace of such proposal on the national exchéquer and remaining
consumers of suppliers of last resort;

(¢} upon submission of the final report by the independent consuitant to the Ministry of
Finance, the Ministry of Finance shall only endorse such proposal where the fiscal space is
available in the budget to support such modification in the charges and shall verzly that no
burden shall be passed on to the remaining consumers of the suppliers of last resort; and

(d} any proposal endorsed by the Ministry of Finance shall be submitted to the Federal
Government for consideration and approval.

(4) The Authority shall, in determining, modifying or revising (i) the grid charges including
the amount of cross subsidy and (it} other costs arising on account of market liberalfzation
and advent of open access, namely, the stranded costs, perform its functions in accordance
with the Nstional Electricity Policy, National Electricity Plan and other principles provided
by the Federai Government, including the principles comtained In sob-rule (2) and as
modified ffom time ro time to time in accordance with sub-rule (3).”

Pursuant to the forcgoing, and with reference to the relevant provisions of National
Electricity Policy (“NE Policy") and Nadonal Electricity Plan, as amended ("NE Plan"} read
together with NEPRA Open Access (Interconnection and Wheeling of Elecric Power)

b
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Regulations, 2022 ("Open Access Regulations™) and Rule 5 of the Eligibility Criteria (Electric
Power Supply Licenses) Rules, 2023, (amended from time to time), all XWDISCOs ie.
GEPCO, IESCO, LESCO, MEPCO, HESCO, FESCO, SECPC, QESCO, PESCO, TESCO and
HAZECO submitted petitions for determination of Use of System Charges to the extent of
Grid Charges only for FY2025-26. These pedtions were filed in alignment with NEPRA
determination for consumer-end-tariff for FY 2025-26 and Rule 3 of the NEPRA {Tariff
Standards and Procedure) Rules, 1998 (Tariff Rules); The relevant provisions referred by
XWDISCOs in their petitions are as under;

a) Clause 4.4, 5.5.2(0, 5.5.2(g), 5.5.4, 5.6.5 and 5.6.7 of NE Folicy.
b) Strategic Directives 87 (as amended) and 88 of the NE Plan,

<) Regulation 7 of Open Access Regulations; whevein; Fach distribution licensee, in
consultation with the respective supplier of Iast resort shall, within ninety days following the
date of notification of Open Access Regulation, submit separate petition to the Authority for
determination of use of system charges. '

13. DISCO further submitted that;

i. for the purposes of instant petition, DISCO being a network licensee, Is obligated to
provide open access, to its network, to open access users on non-discriminatory basis.,

ii. For the said obligation, DISCQ is entitled for recovery of use of system charges in line
with use of system agreement, as determined by the Authority.

fif. The use of system charges shall include:
a) Transmission Use of System Charges (NTDC, PGC) irrespective of the placement of BPC
& the respective generator.
b) System Operator Charges
¢) Metering Service Provider Charges
d} Market Operator Charges

¢} Distribution Margin Charges w.r.t to the voltage level (132kv, 11kv etc.) and consumer
category wise for all possible BPCs,

£) Cross-Subsidy Charges (conswmer caregory wise for all possible BPCs)

g} The stranded costs as per frameworks or policy guidelines provided by the Federal
Government.

14, DISCO also highlighted that;

i Currently applicable Transmission Use of System (TUoS) charges, as aiready determined
by NEPRA, compositely represent the charges refating to Transmission Network
Operator(s)/Licensee(s), System Operator and Metering Service Frovider. Accordingly,
the said TUaS charges remain part of use of system charges till separate charges for each
of the said service providers are separately determined by NEFRA.

i Market Operator Fee / Charges (MofF) will be recovered by Market Operator as per the
mechanism provided in the Market Commercial Code. Accordingly. without prejudice
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to being part of Cost of Service, these shall not form part of use of system charges ro be
recovered directly by DISCO.

ii.  Cross subsidy will be assessed based on Cost-of-Service analysis for the applicable
consumer categories of all possible BPCs, which Is according to the principles of
uniformity as provided in the National Electricity Policy.

iv. As prescribed by the Government on the recovery of costs that arise due to market
Jiberalization and advent of the open access, namely, the Stranded Costs, will be as
determined by the Authority as per the frameworks and policy guidelines provided by
the Federal Government. It is clarified that as per the provisions of the NE Flan, a
separate request will be submitted for determination of this component upon arising of
the need.

v.  As the transmission and distribution losses will be charged tomarket participants of open
access through the mechanism as provided in the Market Commercial Code, therefore,
such charges shall not be levied under the use of system charges, as requested under the
instant petition.

vi. The use of system charges, including the Distribution Margin charges, as approved by
the Authority, will be applicable with reference to those eligible Bulk Power Consumers
(BPCs), who opt for supply from a Competitive Supplier (CS), other than Supplier of Last
Resort (SolR}.

vil.  The use of system charges shall be with reference to voitage level {(132/66 kV. 11/33 4V}
for the applicable consumer categories of all possible BPCs. The component-wise Costof
Service, as per outcome of the detailed Cost of Service Study and consequent assessment
of component-wise Use of Systern Charges for the applicable BPCs Is provided.

viii. UoSC purposed In this petition, and as determined by the Authority, shall be charged
from the Competitive Supplier and any other open access user.

ix. Power Factor Penalty as provided in applicable documents shall remain applicable in
addition to the Use of System Chatges.

X, Any charges, taxes and surcharges as Imposed by the Government shall be applicable.

The XWDISCOs further submitted thar, since petitions for the FY 2025-26 are now being
filed for the determination of the Use of System/ Wheeling Charges to the extent of grid
charges only, based on the tariff figures determined by the Authority for the FY 2025-26, all
previous petitions for determination of UoSC for FY 2022-23 and F'Y 2023-24 along-with
their respective addendums, may be treated as withdrawn.

The Authority noted that the petitions filed by all XWDISCOs are similar in nature. Each
DISCO stated that its petition for determination of use of system charges has been developed
based on the basis Cost of Service Study (CoSS) (FY 2025-26), which forms an integral
component of the petition, and provided their CoSS separately. It has further been submitred
that most. if not all, of the relavant costs are fixed in nature; therefore, the natural mode of
recovery should be through a fixed charge (in terms of Rs./kW/Month).Nevertheless, the
following options have been presented for the Authority’s consideration and determination:

L. Use of system charges recovery in terim of Rs./k W/Month shall provide guaranteed stream
of revenue to cover for costs which are fixed in nature. This may, hovweever, over burden

justh
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the relevant consumers, thus undermining the very purpose of CTBCM and open access
regime,

i, Use of sysrem charges recovery in term of Rs./k Wh will render the sarvice providers and
the SOLR to face the revenue loss arising from low load factor of the eligible BPCS. On
other hand, open access users shall be benefitted for any favorable Energy or Capacity
Imbalance at the Market. This option may not provide a balanced approach to promised
sharing of risks and rewards under CTBCM regime.

Jii. Use of system charges recovery through a hybrid approach i.e. partly through fixed charge
in terms of Rs./kW/Month (subject to minimum MDI compared to the contracted load)
and pardly in terms of Ks./kWh, may provide a balanced plausible approach for all the
involved parties. It is submitted that, in order to ensure level playing field for consumers
of SOLR and CS, the recovery of use of system charges may have same charging
mechanism.

XWDISCOs further submitted that the methodology and process prescribed under the
$ACOS model, for the purpose of allocating demand-related costs (kW or MW) utilizes the
average of monthly system peak demand across various consumer categories to establish the
allocation base. While this allocation framework is rational judicious and in line with
international best practices, it ylelds demand figures that are lower than the actual (billable)
Maximum Demand Indicators {MDIs) recorded for respective consumers.. Consequently,
using the same MW demand as denominator for determining demand based rates results in
comparatively higher per MW charges. In view thereof, XWDISCOS have developed a
second proposal, namely, fully cost recovery in terms of Rs./kW and option (iii), hybrid
partial cost recovery in terms of Rs./kW, has been developed based on billable MDIs of B-3,
B-4 and C-2 customer categories.

The XWDISCOs further proposed that each component of use of system charges as detailed
in the instant petitions should be subject to periodic adjustment/indexations. [t has been
submitred that whenever any such component is adjusted for regulated consumers of the
suppliers of last resort, a corresponding adjustment in the relevant component of the USoC
applicable to eligible Bulk Power Consumers (BPCs) shall be made simultaneousty.

It also stated that under the existing stipulations of the NEPRA Act, a consumer who
purchases or receives electric power, at one premises, in an amount of one megawatt or more
is considered as a (BPC). In this regard, the XWDISCOs have presented the position
concerning consumers with the potential to reach a load of one megawatt or more load ar
connection voltages 11 kV and above. However, it has been categorically stated that any
consumer, regardless of sanctioned load or supply voltage, who is engaged in the resale of
power beyond the point of supply shall not be rreated as a BPC.
Lol qr
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; 5t No. Consumption Categon C:e_:fq v:i?:: Remacks

1 Genarsl A-LEA3|N/A  [As per the existing tarilfs, no kW sanctianed load

i quantificanon or donvcliage Is dpplicable &0 A-2 and

“ A-3 taniff categories. Accordingly, these ate not considered

i BPC for the plrposes of thls petition, However, these

| fcustamers, based on the sanctioned load, may be connected

1 at 11 KV fevel, 23 requized. Any such customer falling within

| tha definitian of BPC, and sublect to the aperaval of the

Autharity, will be considered i the snalogy of C2

trdustrial Consumer renglng fram 18-3 11733 %V |B 3 consumer ranges trom SO0 kW ta $ MW, [Extendableto

500 kW ta § MW. [axtendable to 7.5 MW under conditiony}, 1t b clarifled here that the

7.5 MW undar condiviors] consumers of this category betow 1MW shall not be treated

3t alizfole for open 3ccess.

I ndustral B4 66/132 | This tarléf s appticable for supply to Induseries far ak loads af
kvand  |mode than SMVW receiing sunpy at 56kv, 132 &V and akave
above  [and also far ingustries having load of SWMW ar betow whe opt

to recelve supply at 65 kV or 132 KV and above.

Bk Supply Ranging [rom S00 KW [C-215}  |11/33 XV |8ufk Supply consumer ranges from 500 kW to 5 MW,

to 5 MW. [extendable 10 7.5 MW {Extendable (o 7.5 MW under canditions) Althaugh the Bulk

under conditions) Supply C-2 customers are at 11733 KV connection level. 131s
clandled here that the consumers of this category below 1MW
shal not be treated as ellgible 8PCs for open access. Further,
the capsiimers falling under the resele shafl At be consldered
a3 efllghle BPC,
the use of system charges Jor C-3{b) categary of consumers
ary assessec in the anadogy of C-3fb) ad]usted with
ditterantial of afiawed Insses at £1/33 KV {C-2) #nd 66/132 kV
[C:31 The consurmers Faling under the resa ke shall not be

Bulk Supply C-3fh) 66XV & aliconsidered as elizible SPC
As per Lhe gxisting tanits, no senclioned Ioa
quantification orconnection valtage Is appiicable 1o H tantf
category. Furthar, these connections are resale i nature.

Housing Celonles sltached to Arcordingly, these are not considered BPC for the purpases of

industries H N/A this petitian,
Tha supply leed for AIK customer category is more than 1
MW at 11 kV level. However, the sama [s primaly for resale

Azad Jamimu & Kashmir X NfA parpase, therefors, nat considered ws BRC,

XWDISCOs further stated that;

v any subsidy provided by the Government to the industrial or any other eligible BPC, as
applicable, will be dealt with according to the directions and terms and condfdons
thereof as decided by the Government, However, for the purposes of this petition, such
subsidies are not considered,

v Captive power producers, using the DISCO nerwork for wheeling of power to user
destination will be considered *Market Participant” in terms of Market Commercial
Code and will be dealr with accordingly. The use of system charges shall fully apply in
manner applicable to any other eligible BPC. '

v Captive generation and consumption points at the same location taking additional supply
from the local supplier of last resart (SOLR) shall be considered a regulated consumer of
the SOLR with applicable regulsted tariff Quantum of additional senctioned /
contracted load (in terms of MW) shall be considered to determine Its status as 8PC in
terms of the Act. In case, such BPC choose to exercise option for open access, the use of
system charges shall apply in fill,

v Captive power producer / user supplying / receiving electric power at same premises,

where DISCO network Is totally not used, the use of system charges shall NOT apply in

Eﬂy H’a}f or manner. q
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v Use of System Charges provided in the instant petition shall be applicable to all such
BPCs who will opt to get supply of electric power from competitive supplier including
the captive generator ustng the network to wheel its power to the destination of its use.
Such charges shall be fully applicable to amy new efigible BPC or incremental
consumption, obtaining supply of electric power from competitive supplier withour any
exception.

In view of the foregoing, the XWDISCOs requested that use of System Charges be

determined, at this stage, only to the extent of grid charges. . With respect to stranded cost

(as capacity charges), XWDISCOs submitted that although the requisite workings has been

prepared, a separate request for determination of this component shall be filed as and when

required, in accordance with the provisions of the NE Plan. The petitioners further requested
that the Authority is requested to allow inter disco settlement on behalf of uniform UoSC (as
per provisions of NE Plan), similar to the mechanism presently applied for the consumer

end tariff,

The petitioners additionally requested that all previously filed petitions related to the
determination of use of system charge may be treated as withdrawn,

The Authority admitced the petitions filed by GEPCO, IESCO, LESCO, MEPCO, HESCO,
FESCO, SECPO. QESCO, PESCO, TESCO and HAZECC in principle,, subject to the
condition that the petitionars submit copies of their respective Board Resolutions authorizing
the filing of the petitions. The required Board Resolutions were subsequently provided..

To proceed further in the matter, and to ensure that a just, informed and transparent

determination is made, the Authority decided to conduct a public hearing. The hearing was

scheduled for 18.09.2025, for which notice was published in national newspapers, and also
uploaded on NEPRA's website along-with copies of all petitions. Individual notices were also
issued to all the relevant stakeholders.

/. The [ollowing issucs were framed for deliberation during the hearing, as well as for
submission of written and oral submissions and were uploaded on NEPRA website.
Whether the requested Use of System Charges (UoSC) to the extent of Grid Charges are
in Iine with NEPRA Act, NE Policy & other applicable documents?

i, Whar are the basés and methodology adopted by DISCOs for calculation of Use of System
Charges (UoSC) to the extent of Grid Charges?

fii.  Wherther the Grid charges be applied based on Rs./kW/M or Rs./kWh basis and what
will be frequency to periodically review such charges?

Wv. Whether the application of Grid Charges shall only be on those consumers having
bilareral contracts with competitive Suppliers or also for those consumers having any
other source of supply?

v. Any other issue that may come up during the proceedings.

l{earing was held as per the schedule on 18.09.205. The hearing was attended by large
number of participants in person and through zoom, including CEOs of all DISCOs,
Additional Secretary MoE (PD), CFO K-Eleciric, MD PPMC, representatives of ISMO &
CPPA-G, Fatima Energy, PPDB, APTMA, and representatives of media etc. .

o < 4
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26.  On behalf of all XWDISCOs, a single presentation was given by DG MIRAD GEPCQ, which
presented the view point of all the Petitioners on each issue.

47, Different commentators submitted their comments during the hearing and in writing as well.
A summary of relevant comments of all stakeholders along-with rejoinder by DISCOs is 2s

under;

I, M. Rehan Javed representing KATI submitted comments vide email dated 10.09.2025.
The same were forwarded to DISCOs for rejoinder. A summary of comments along-with

rejoinder {s as under;

v Basis and Methodology. The DISCO petitions claim to derive UaSC from cost-of-service
studies, but the underlying method is opague and gpparently inflated, Key inputs (load
estimates, loss factors, and components of cost) are not transparently disclosed. Instead of
isolating genuine nerwork costs, the proposed formuia blends unrelated charges: for
example, generarion capacity payments and broad cross-subsidy pools have been treated as
“grid” costs. This approach appears to double-count losses and bounce legacy subsidies into
the UoSC. Industrial consumers already compensate for technical losses by injectng extra
energy via market mechanisms; charging an addirional “Toss altowance”in UaSC duplicates

costs without added value.

v Duplication of charges. The DISCOs’ formulz adds a losses component on top of extsting
loss compensation. This results in industry paying twice for the same energy lost enroute.
Losses should be setrled through the market code rather than re-charged via wheeling fees.

v Stranded costs treated improperly. By dumping full embedded generation payments and
cross-subsidies into one lump, the petion ignores any amortization or gro wth-based
recovery. There is no clear depreciation schedule or ofiset as new assets come online. Asa
result, the immnediate UoSC level is catastrophically high. A valid approach would strictly
fsolate ransmission and distribution costs for big consumers, with clear Formutas. Instead,
the petition treats everything vaguely as part of ‘grid charges,” making it impossible o
verify or trust.

v Regulatory scope. The petitions interpret “extent of grid charges” too broadly, effectively
asking for a bianket subsidy recovery. This goes beyond wihat the law explicitly prescribes
for system charges. There should be a clear sunset clause for non -petwork charges.

v Cross-subsidy conflicts, National Policy calls for gradual removal of cross-subsidies. Yet
here the DISCOs propose o reinforce them via UoSC. Even If statutes include broad
language on subsidy recovery, the policy context is clearly to ease the burden on
competitive transactions over time, not to inflate it suddenly.

v Uniform taff mismacch, UoSC must reflect the current approved network tariff. If NEFRA
has fived 4 uniform distribution tariff then “grid charges” have already been defined. If
intended to recover unrecovered distribution deficirs, that should be done through
transparent tariff mechanisms, not by using UoSC as a catch-all We uige NEPRA to
carefully check consistency with the NEPRA Ace's fairness provisions and with the explicit
cap (ifany) on UaSC in the Open Access Regulations. Aay ambiguity should be resofved in
Gvor of the marker s efficiency and the clear policy goal of strengthening open ccess.
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v Pricing Structure. The base charge should be per kW of agreed foad (plus 2 modest per-

kWh component for losses or variable costs, if any). Recovering fixed grid costs via a
kW-month rate ensures each consumer pays in proportion to the load reserved on the
systam. High-load industes (ypical heavy manufacturers) use the network more
intensively, and should bear a correspondingly larger share of fixed costs, which a kW fee
does. [FUoSC is purely per kWh, an indusery with steady high output could face runaway
charges thar excevd actual cost causation. A per-k Wh charges can disincentivize load factor
improvements. A sensible rwo-part tariff (fixed demand charge pius small varfable charge)

berter reflects practice in other markets.

Review frequency. Any grid charge must be adjustable to changing conditions. At
minimum, it should align with the regular rariff cycle (annuaf or as per perdodic tariff
review) so that inflarion, cost changes or new invesunents are reflected.

" Applicability Conditions. By regulation, UoSC is meant to enable third-party wheeling - it

should be confined to bulk power consumers under open-access contracts. If a consumer
fas a licensed supplier selling viz the transmission/distribution system, it should pay UoSC.
If not, they pay the ordinary tariff Firms that continue to take supply from their local
DISCO under the exisung tariff schedule already pay for network use via their tariff;
imposing UoSC on them would be unjust, double charging. Likewise, if a company uses
captive generation off-grid, it should not face UoSC on generation it never injects into the
grid. NEPRA should explicidy limit UoSC to eligible Open Access transactions.

Improve transparency. DISCOs should publish the detailed worksheets and assumpdgons
behind the UeSC. Al components (like distribution margin, losses calculation, cepital base,
etc,) must be verifiable. Absent clear data, the Authority should assume any excess is

unwarranted.

" Layered cost recovery. We support a back-loaded or growth-based model for any remaining

adjustments. For instance, a small fixed UoSC now with Incremental Increases as more
consumers join the market would share the burden equitably. This mirrors international
practice: countries like Indiz introduced cross-subsidy surcharges for open access but
planned for them to falf over time as tariffs converged. Pakistan should similarly avoid

front-loading its entire adjustment.

Progressive cross-subsidy removal. A clear timetable should be available to align retail
prices with cost-of-service, reducing the very gap that the DISCOs now waal to recover via
UoSC. Any permanent subsidy should be explicitly identified (e.g. lifeline block) rather
than implicitly dumped on exporters. Industries cannot carty the cost of DISCO
inefficiency. NEPRA shouid ensure that any potential shortfall from reduced UpSC is offser
by requiring distribution companies to cut fosses, rationalize procurement, and improved

billing efficiency.

Rejoinder by XWDISCOs;
Basis and Methodology. The Peticion(s) are based on the Cost-of-Service studies carfed out
by DISCOs and regulated tariffs determined by the Authority. The Cost-of-Service mode/
systematically allocates the Revenue Requirements for the year, already determin ed by the
Authority. Therefore, question of duplication or, otherwise, inflated costs, does nort arise.
ionalities adopted in the FACOS Model are duly considered and concurred upon
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by the Authority under various petitions. Key inputs, assumptions and methodology for
cost allocation are clearly defined and explained in the Cost-of-Service study submitted
along-with Petition(s). For the purpose of cost allocation, all costs (including generation
capacicy payments) have to be considered along-with allowed level of losses for each voltage
level The methodology adopted, which allocates costs based on multiple cost causation
triggers, L.e. energy (k Wh), consumers (Nos,) and capacity (MW or KW) in Cosr-of-Service,
is true reflection of principle of “cost causation”. The costs are not blended arbitrarily;
rather, they are disaggregated by function and trensparently allocated based on already
NEFPRA determined revenue requirement. Therefore, the question of “cost padding” does

not apply.

Duplication of charges. The energy losses are separately procured by the ‘open access
users”, therefore, the Petition has NOT requested any charge on account of energy losses.
Mentioning of cost associated with energy losses is only for the purpose of disclosure and
transparency, and not for additional recovery, Hence, there is no duplication of loss
recovery it the proposed UoSCs / Grid Charges.

Stranded costs treated improperly. it is reiterated that stranded casts are not included in the
proposed UoSCs ¢ Grid Charges. The National Electricity Plan’s Strategic Direcdve 87
explicitly requires stranded cost recovery, if any, to be dealt with under a separate policy
framework. The current Petition Is limited to grid charges based on the approved revenue
requirement and excludes stranded cost components. Cross-subsidies, however, are
included only as required under Rule 5 of che Eligibility Criteria (Electric Fower Supplier
Licences) Rules, 2023 and in line with the NE Policy s which mandate of providing  level
playing field. Thus, the requested rates for UaSCs / Grid Charges are neither inflated by
stranded costs nor misaligned with NEPRA s determinations.

Regulatory scope. Al charges forming part of the requested Use of System Charges / Grid
Charges arc in line with the applicable Regulations and Rules; pardicularly the amended
Rule-5 of the Eljgibility Critersa (Supplier of Electric Power Licences) Rules, 2023, .

Gross-subsidy conflicts. The cross-subsidy included in the Petition(s) Is in line with the
Rules / Regulations. It may also be nored that the value of cross-subsidies has decreased over
the period, being in line with the essence of the mentioned policy context.

Uniform tardf¥ mismatch. The Petivon(s) for determination of UoSCs / Grid charges are in
fulf reflection of Revenue Requirements and the applicable tarifis already determined by
the Authority. The regulated Uniform National Tariff includes fixed charges, however, the
same are applicable for equally placed regulated consumers. The instant Petition(s) are to
determine the applicable Use of System Charges / Grid Charges for the “open access users”
in transparent manner. It is important to note thar the UoSCs / Grid Charges are reflection
of NEPRA determined tarifls as the basis for these Grid Charges.

Pricing Structure. Although the XWDISCOs have offered 3 possible mechads of charges,
Le. the Fixed per k WyMonth, variable per k Wh and the fiybrid Rs./k Wh + Rs./k W/Monty,
the method suggested in the instant comments, i.e. predominantly fixed Rs/kW/onth +
modest per-k Wh charge, is more aligned to the Aybeid method.

Review frequency. Agreed and recommended for consideration of the Authority.
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Applicability conditions. The UoSCs / Grid Charges should be applicable to the open access
users as per the Regulations and the Rules. Sub-rule 5(2)(d) of the Eligibility Criteria
(Electric Power Supplier Licences) Rules, 2023 explicitly states that!

“(d) The competitive supplier and any other open access user shall pay grid chatges and
other costs approved or determined by the Authority in the manner specified by It. ”

SD 87 (3) of NE Plan states that: *...Such grid charges shall be imposed on a uniform basis
upen all bulk power consumers and any other opern access user to provide level playing field
to equally placed bulk power consumers of the respective supplier of last resort. "

According to Ragulation 2(1)(n) of the NEPRA Open Access Regufations, 2022, an ‘open
access user “means any person who Is availing open access under these regulations;

Regulavion 2(1)(m) of said Regulations defines:

"open access” means the access to a network licensee's system or its associated facilities for
movement and delfvery of electric power, subject to the terms and conditions as provided
in the Act, these regulations and use of system agreement, on non-discriminatory basis to:
an eleceric power supplier for supply of electric power to fts consumer(s); or

11) 2 captive generating plant for delivery of the electric power from generation facility to
the destination of its use; or

iii) any other person, Including a licensee for delivery of electric power from 2 designated
place ro anocher designated place;

" Improve transparency. As already submitted, the proposed Use of System Chatges A Grid

Charges are based on systematic allocation of the DISCO level Cost of Service, also kaown
as Revenue Requirement duly determined by the honorable Authority. All such
determinations and the instant Petition(s) are publicly available at NEPRA website.

Layered cost recovery. The proposed rates of UoSCs / Grid Charges, upon determination by
the Authority, shall be applicable to open access psers only. Accordingly, the lower or
higher number of open access users does have impact on requested rates. Further the
suggestion docs not provide the recovery mechanism for the shortfall in case of charging

UaSCs / Grid Charges at a rate less than the reflected cost.

Progressive cross-subsidy removal, Cost-of-Service assessed and the UoSCs / Grid Charges
requested are totally based on the Annual Revenue Requirements duly determined by the
honorable Authority. Therefore, the gquestion of passing on inefficiencies does not arise.
Further. the requested UoSCs / Grid Charges do nor Include josses.

Mr. Junaid Naqi, also representing KATI, submitted written comments vide letter dated
12.09.2025. Summary of comments is as under;

* The methodology presented by DISCOs unfairly bundles stranded costs, Debt Servicing

Surcharge, cross subsidy, DM, Transmission UoSC, and losses Into the wheeling charges.
The wheeling charges shouid only include wires, substations and technical losses and not
policy surcharges or stranded costs as deing so is not aligned with NEFRA Act and NE Policy

but afso contradicts the intent of Open Access Regulations, 2022, g
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v Since per unit wheeling charges already include DSS, stranded cost, cross subsidy DM and
losses, grid charges must remain Rs/kWh based to reflect aceural usage. If fixed cost Is
reguired to be built in these charges, then it must be minimum and strictly limited to
declared standby demand, not on sanction load, Further, it should be quarterly indexed on

the basis of CPFand FX and one time annual true-up.

v Grid charges should only apply where grid is physically used and sh ould not apply to captive
users and embedded solar users, however, a fived per KW charge based on sanctioned foad
should be recovered from the net metering users to share the fixed network costs.

fv. Fatima Energy during hearing and vide letrer dated 17.09.2025 raised the following issues;

v Under the CTBCM regime, the grid charges should be applied on a per kWh basis rather
than on a Rs/k Wymonth basts. This approach aligns with the volumetric (energy-based)
principle of cost determination, as the actual usage of the transmission/distribution network
is more directly linked to the units of energy wheeled through the system instead of the
maximum demandicontracted capacity. Charging on RvkWh also ensures fairness and
alignment with actual energy usage. For example, some industrial consumers often face
operational and business constrainls requiring them to shut down or curtail load on daily
basis. For instance, steel production units routinely shut down for a few hours daily for
cleaning and maintenance, while seasonal industries such as those in the food sector
experience fluctvating demand cycles. In such cases, daily and monthly consumption varies
signilicantly. If charges are levied on a fixed (RykWimonth) basis, it would impose an
undue financial burden on BPCs and render cperations unviable.

Y

Reference Marker Commercial Code section 3.3.2.2.(h), BPC bilateral contract Is for at least
2 vears, therefore review of UoSC should also be aligned accordingly.

v I terms of Section 2(v) of the NEPRA Act, “distribution” means the ownership, operaton,
manugement or controf of distribution facilities for the movement or delivery to consumers
of electric power but shall not include the ownership, operadion, management and control
of distribution facilities located on private property and used sofely to move or deliver
electric power to the person owning, operating, managing and conerolling those facilides
or to tenants thercof* Therefore, interconnection facilites used solely for delivering electric
power from & generator to a consumer located on private property- without involving any
public property, third party, or DISCO territory-and wiich are owned, operated, manzaged,
and controlled by the respective BPC, without using any transmission or DISCO network,
shall not constitute a distribution activicy under the NEFRA Act. In light of the foregoing,
1t is proposed that all such arrangements falling within the above category be allowed direct
power supply within the same premises, without the imposidon of any grid or network
charges. It is important to mention that certain power plants have already made invesuments
and operating under the aforesaid philosophy being legacy contracts. These should be
specifically protected from any regime change.

v Various refevant documents are scill not issued/under review by the relevant entities or that
may be under process for approval of the Authority and publicagon, such as revised market
commercial code, determination/notification of UoSC, and relevant draft agreements,
which are essential for the market participants for alignment of existing wheeling
agreements as well as evalustion of financial impact of determinations of use of system

chargos-ynrder the new regulations or integration of existing arrangement under various
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aptions available under CTBCM/regulations etc. The Authority Is requested that the
execution of revised terms may be prospective fiom the date of notification of CMOD of
CTBCM including spproval of modifications required pursuant to dry run test of market
and publication of other relevant documents. A period of one year may be pro vided for
¢ransition into new regime to align all existing contracts and agreements with the new
regulations and documentation including financial evaluations for business concinuity.

Mr. Tanveer Bari of KCCI submitted that UoSC should be uniformly applicable on the
consumers of K-Electric, and should K-Electric also file its petition for determination of the

UeaSC.

Representative of APTMA objected on the inclusion of cross subsidy n the UoSC and
proposed that UoSG shall be charged on volumetric basis i.e. Rs./kWh. APTMA vide letter

dated 16.09.2025, submitted as under;
Cost of Service Basis for Wheeling Charges

The main putpose of open access through power wheeling Is to provide bulk power
consumers, particularly industries with competitively priced and clean energy. However,

the approved wheeling charge of Rs. 12.55/«Wh (plus an uncertain bid price), equivalent

to 4.5 cents/k Wh, renders the mechanism financially unviable. Out of this charge, Rs.

585K Wh (72 cents’kWh} is reasomsble, covering the actual Use of System Cost,

distribution margins, and technical losses. The balance is inflated by Rs. 3. 23k Wh in Debc
Servicing Surcharge (DSS) and Rs. 3.47/kWh in cross-subsidies, which are legacy costs of
the grid, unrefared ro the cost of service. This distortion undermines the very purpose of
apen access and blocks industriz] participadon. Such & regime makes whealing

commercially irrelevant as the full cost of power sourced through open access would fr
exceed even the existing inflated grid tariff of “Rs. 3#% Wh, leaving consumers witl no

incentive to source electricity through this avenue, and defeating the objective of
introducing competitive electricity markets. APTMA strongly submits that wheeling
charges must be determined on a strict cost-of-service basis-in the range of I-1.5
cents/kWh, as derermined by the cost-of-service studies sancrioned by the respective
XWDISCOs-covering only UoSC, technical losses, and dist7bution margins. Cross-

subsidies, debt servicing, stranded costs, and other legacy burdens should not be imposed
on apen-access transactions. Without this correction, open access will fail at inception, and
the power sector will iose the opportunity to transition toward market liberalizadon.

Basis of Application: Per kWh, Not Capacity

APTMA also submitted that Grid Charges should be applied strictly on a per-kWh usage
basts. The distribution nerwork is findamentally a *wire business"-its costs are driven by
the flow of energy and the maintenance/upkeep of assets, not by long-term fixed generation
capacity obljgations. Imposing charges on a kW/monch basis would unfiirly penalize
industrial consumers who may not draw consistent volumes from the grid, particularly
when relizbility is low or when they invest in their own efficient captive or renewable
generadion. A per kWh methodology s not only economically rationel but ako
internationally consistent, ensuring fairness, transparency, and g direct link between systermn

use and system <ost. (-\\
Y
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29.1,

v In addition to the wheeling chaige determination, two ‘ssues risk undermining
operationalization of open access arrangements:

v Hybrd consumption is currently penalized as Rybrid users are charged at the marginal rate
ofthe grid, pushing their blended tarifF above the normal grid tariff. We submit that hybrid
consumption must be allowed at the normal grid tariff, not the marginal rate, so that
industries can practically combine grid and bilateral supply.

v The 800 MW cap on CTBCM capacity is arbitrary and artificially restricts participation. A
minimum cap of 1,500 MW is necessary for scale, industrial relevance, and nmeaningful
competition. For Pakistan'’s power sector to move towards compedtion and efficrency, it is

imperative that:
v In view of the above, APTMA requested that;

»  Wheeling charges be determined strictly on a cost-of-service basis (1-1.5 cents/kWi),
excluding cross-subsidies, DSS, and other legacy costs.

s Grid charges be applied only on per-kWh usage, not capacity.
v Hybrid consumption be permitted at normal grid teriffs

Based on the submissions made in the petitions, the comments received during the hearing
and through written submission made by the petitioners and other stakeholders, and after
due consideration of the NEPRA Act, th NE Policy, NE Plan and other applicable documents
the issue wise discussion/ findings are set out hereunder;

The petitioners submitted that the XWDISCOs are existing licensees for the distribution anﬁ
supply of electric power. In pursuance of the relevant directives contained in the NE Policy
2021, the NE Plan 2023-27, read with NEPRA Open Access (Interconnection and Wheeling
of Electric Power) Regulations, 2022 {"Open Access Regulations"} and Rule 5 of the Eligibility
Criteria (Electric Power Supply Licences) Rules, 2023, the instant Petitions have been filed.
In this regard, various provisions of the NE Policy, 2021, reievant to the instant case, were

referred to, as detailed below;

National Flectricity Policy (NE Policy) 2021;

Clause 4.4 provides that sustainability of the entire power sector pivots around the financial
and commercial viability of its individual sub-sectors. This will be done by:

2. promoting investments on least cost basis balanced with development in the underserved
areas;

b. having cost-reflective tariffs in transmission and distribution, to the extent feasible;

¢. timely passing of costs to the consumers, while netting off any subsidies funded by the
Government; and

. rég of costs arising on account of open access, distributed generation, etc.
V=t
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Clause 5.5.2: The approved wholesale market design, its implementation and subsequent
development take intoaccount the following:

() ‘providing a leve! playing field to all market participants through uniform application of
cross-subsidization and other grid charges ro consumers of all suppliers;

(g) "the Government shall take a decision on the recovery of costs that arise due to advent of
rthe open access and market liberalization;”

Clause 5.5.4: In order to ensure implementation of wholesale market design and its fitrther
evolution, the Reguiator shall in a timely manner frame, modify and evolve regulatory
framework for, inter alia, supply, procurement, open access/ wheeling, competitive bidding,
impore of power, and ensure effective markec monitoring and enforcement Provided that
after implementation of CTBCM, every transmission licensee and distribution licensee shall
offer, to all market participants, non-discriminatory open access / wheeling to its respective
transmission or distribution system and interconnection services in accordance with CTBCM
or, the terms determined under the policy and legal framework."

(Jause 5.6.5: The Regufator, in order to ensure liquidity of the power sector, provide a fevel
playing feld for the development of wholesale market and to facilitate prudenc projects of
the Gavernment, may impose additional charge(s) which shall be deemed to be costs Incurred
by the distribution companies / electric power supplier(s). Such additional charge may take

into account the sustainability, socio-econotnic objectives and commercial viability of the
sector, affordability for the consumers and the policy of uniform tariff. Similarly, the

Government may also incorporate, in the consumer-end tariff any surcharge imposed by i,

which shall also be deemed to be cost incurred by the disaibution companies / electric power
supplier(s) and shall be collected by them In discharge of their public service obligations.

Clause CS.6.7 The Regulsror will provide for recovery of costs arising on account of
distributed generation and open access in the consumer-end tariff as decided by the
Government. Furcher, the Government may anmounce, fom tme to Tme, various:
concessional packages to incentivize additional consumption to minimize such costs. "

NE Plan 2023-27- 502 87 ro 90 provides:
i. Open access charges shall be recovered from all consumers opting for open access through
compecitive supplier.

i, Grid charges, including use of transmission and distribution system charges, Market and
system operator f2e, cross subsidy charges, metering service chages etc., shall be

recovered
iii. from all consumers, opting for open access, tilf the currency of this NE-Flan or as amended
by the Government;

v, The Federal Government shall provide the frameworks or policy guidelines, fom fime to
time, stipulating the mechanism for recovery of the stranded costs on account of market
lberalization and open access.

v. Determination of use of system charges Is a prerequisite of for CMOD (CTBCM).

ol "Q%
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29.4.

-

Flieibiliey Crireria (Electdc Power Supplier Licenses) Rules, 2023 The Rule 3(g)(C) of the
Eligibility Criteria (Electric Power Supplier Licenses) Rules, 2023 (the Supplier Ruies),
requires an electric power supplier to be eligible, among others, for the following:

3(g)(C): collection and depasit of following charges, as may be determined by the Authority,
in @ dimely manner, including but not limited to:

i. transmission use of system charges;
. distribution use of system charges;
it market and system operator fee; and
iv. any other charges as provided in rule § of these rules:”

. The petitioners further submitted that Rule 5(1 of the Supplier Rules {as amended) obligates
a supplier of electric power to bill and collect from the BPCs, , and to make timely deposits
10 the relevant distribution licensec in the designated account, all the applicable charges,
including (i) grid charges including the amount of cross subsidy, and (ii) other costs arising
on account of market liberalization and advent of open access, namely, the stranded costs. It
was further submitted thar Rule 5(2} of the Supplier Rules (as amended) mandates the
Authority to determine the (i) grid charges including the cross subsidy compenent and (ii)
other costs arising on account market liberalization and advent of open access, i.e. stranded
costs in accordance with the provisions of NE Policy, NE Plan and such other economic and
sociel policy objectives as may be prescribed by the Federal Government.. Additionally,as
per Rule 5(2)(b) of the Supplier Rules, the grid charges shall include, inter alia the use of
:ransmission and distribution charges, market operation fee, metering service charges afid
cross subsidy, to be imposed on uniform basis upon all BPCs of the competitive supplicr.%..;i,t
was noted that the Federal Government shall, from time to time, provide the requisf;,éb
Iramewaorks or policy guidelines stipulating the mechanism for recovery of stranded cost g}}
account arising from market [iberalization and open access. 15;

During the hearing, the petitioners reiterated the submissions made in the pedtions and
submitted that the proposed Use of System Charges, limited to the extent of Grid Charges
are in total alignment with NEPRA Act, NE Policy & other applicable documents.

The Authority obscrved that, in terms of the NEPRA Act, it is required to be guided by the
National Electricity Policy, the National Electricity Plan and such guidelines as may be issued
by the Federal Government for the purpose of giving effect to the National Electricity Policy
and National Electricity Plan. In this regard, Clause 5.5.2 (f) of the National Electricity Policy
cnvisages the provision of 2 level playing field to all market participants through the uniform
application of cross-subsidization and other grid-related charges to consumers of all suppliers.

. The Authority further observed that the NE Plan similarly emphasizes ensuring a level

playing ficld for all market participants through the uniform application of open access
charges and Open access charge shall be recovered as per the following mechanism:

sD &z

(2} the grid charges shall include, but not limited to, the use of transmission and distribution
system charges, market and system operacor fee, metering service charges and cross subsidy.
Such grid charges shall be imposed on a uniform basis upon all bulk power consumers and

ol Y
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any other open access user fo provide level playing field to equally placed bulk power
consumers of the respective supplier of last resort.

(B)(i) the frameworks /policy guidelines issued by the Federal Government, fom time t©
time, stipulating the mechanism to deal with stranded costs om account of market

Hiberalizarion and open access.

(B)(ii) in the event the framework / policy guidelines is not in field or the quantun of demand
allowed for a particular period has been exhausted; or any persen intends to avail open access
without the competitive auction process stipulated in the fameworks / policy guidelines,
then the Authority shall, on an application made by respective licensee or ISMO (as the case
may be), determine other costs equal to the total generation capacity charges recovered from
the equally placed bulk power consumers of the suppliers of last resort, efther in 2 volumetric
form (k Wh) or through fixed charges. Such costs shall continue to be paid in the said manner
il such time as may be reviewed by the Federal Government as per the procedure laid down

in the applicable rules.

SI) 88

prior to the CMOD, the Regulator shall determine open access charges in accordance with
the provisions of Strategic Directive 087. Such charges shall only be applicable for the

consumers opting for open access through national grid.

s 89

each Supplier of Last Resort shall file a petidon to Regulator for derermination of the open
gccess charges.

Similarly, the Eligibility Criteria Supplier Rules 2023, {as amended), requires the Aurthority
to determine (i) grid charges including the amount of cross subsidy and (i) other costs arising
on account market liberalization and advent of open access, namely stranded costs in
accordance with the provision of NE Policy, NE Plan and such other economic and social
policy objectives as may be provided by the Federal Government. The said Rules further
provide that grid charges shall include, iner alia, the use of transmission and distribution
system charges, market and system operator fce, metering service charges and cross subsidy.
Such grid charges are required 1o be imposed on a uniform basis upon all BPCs and other
apen access users in order 1o ensure a level playing field among similarly placed BPCs of
the respective supplier of last resort. The Rules further stipulate that these charges or costs
shall be imposed on uniform basis across the country for so long as the uniform tariff remains
applicable, and thereafter, shall be applicable as per the tariff of each distribution licensee
holding the supplicr of last resort license. Any periadic adjustment of any component of the
above charges or costs shall be determined by the Authority from time to time, in a manner
analogous to the periodic adjustment of tariffs applicable to other consumers of suppliers of

last resort.

In view of the foregoing discussion, the Autharity understands that the petitions filed by

XWDISCOs for determination of Use of System Charges to the extent of grid charges are in
line with the provisions of NEPRA Act, NE Policy, NE Plan, Eligibiliry Criteria Rules 2023
and other applicable documents, as amended from time to tme. Accordingly, the use of

pan
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system charges to the extent of grid charges are being determined through the instant

decisian

29.8. With regard to the petitioners' request that all previously filed petitions for determination of
UoSC for FY 2022-23 and F'Y 2023-24 along-with their respective addendums, may be
treated as withdrawn, the Authority notes that the UoSC to the extent of grid charges are
being determined on the basis of the latest rariff numbers determined for the FY 2025-26.
Once notified, these charges shall be applicable prospectively. Consequently, there remains
no practical purpose in processing eatlier petitions based on superseded tarff numbers
which, even if determined, would not be applied. In view thereof and as per the request of
the petitioners, all such petitions along-with addendums, are hereby returned.

30.  Ilssye 02: What are the basis and methodology adopted by DISCOs for calculation of Use of
System Charges (UoSC) to the extent of Grid Charges??

30.1. The petitioners submitted that the instant petitions for determination of use af system
charges have been developed on the basis of the Cost-of-Service Study ( COSS) (FY 2025-26),
which forms an integral part of these petitions. As per the petitioners, that the merhodology
employed in developing the Fully Allocated Cost of Service Study (FACOS) Model closely
aligns with the standards that are used internationally. The FACOS Model undertakes the
three conventional stages of a cost-of-service study, , mamely, functionalization,
classification, and allocation. The functionalities adopted in the FACOS Model arc detailed

below;

¥ The COSS is based on computation of cost of providing electricity to each consumer class
and thereafter allocating the cost to each category and computation of tariff thereof. This
study is based on international best practices and aims to map all the consumers of each
DISCO with the cost centers and power distribution levels. The purpose of this study is
L arrive at cost reflective tariffs giving proper price signals to the customers and to
standardize the tariff-setting methodology and make it more understandable and

agreeable.
v The cost allocation model is based on certain standard assumptions as below;

»  Encrgy Cost is 100% allocated on the basis of each customer class share in the total
energy (kWh) received by DISCO at CDP points;

»  Capacity Cost and Transmission cost is 100% allocated in the ratio of each
customer class peak demand (kW) to the DISCO's computed peak demand.

e O&M cost to the extent of Repair and Maintenance, Depreciation, working capital
(if any) and

«  Other income is allocated to each level of power distribution {132/66kV, 11KV,
0.4/0.2kv} in accordance with the proportionate shore of assets deployed to
provide service at that voltage level divided by the total assets deployed for power

distribution.

e  Advertising expense and bill collection charges ore allocated 100% on the basis of
proportionate number of Customers in each customer class to the total num ber of

~
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o Remaining heads of O&M cost, ic., Sularies, wages and other miscellaneous
expenses are allocated to each level of power distribution (132/66kV, 1lkv,
0.4/0.2kv) based on the allocated distribution margin (excluding advertising, bill
collection and administrative expenses) for that voltage level divided by DISCO's
total distribution margin (excluding advertising, bill enllection and administrative
cxpenses).

+  Other mcome and amortization of deferred credit is allocated ta each level of
power distribution (132/66kv, 11kv, 0.4/0.2kv) based on the allocated distribution
margin (excluding administrative expenses) for that voltage level divided by
DISCO's total distribution margin (excluding administrative expenses).

+  Prior year adjustment is allocated on the basis of respective share of each customer
category in every functionally classified item.

2
S

At a high levei, FAGOS process comprises of the following three (3) fundamental steps:

i, Funclionalization: The identification of each cost element as one of the basic
utility service “functions” (e.g. generation/Power Purchase Price, transmission,
distribution and customer).

ii. Classification: The classification of the functionalized costs based on the billing
component/determinant that each is associated with (e.g. kWs of capacity, kWhs
of energy or number of customers).

iii,  Allocation: The allocation of the functionalized and classified costs ta customer
classes, based on respective service requirements / parameters {e.g. kWs of
capacity, kWhs of energy 2nd the number of customers) of each class.

30.2. The petitioners also presented the following high-level process flow of FACOS methodology
during the hearing;
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30.3. During the hearng, the petitioners submitted that the proposed (UoSC) have been
determined using the (FACOS) Model. The FACOS model allocates various funetional costs
(i.c. generation, transmission use of system, market operator fee, and distribution / supply)
based on cost triggers like energy (kWh), demand (MW), and the number of consumers at
cach voitage jevel (132 kV,11 kV, and 220/400 volt). |
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with international practices. It’s considered reasonably accurate, though minor human errots
are expected. The model's assumptions and methodologies have been thoroughly examined
and approved by the Authority. Cross-subsidy is the difference between a consumer
category's average determined tariff and its allocated cost of service. A category crass-
subsidizes if its average tariff is greater than its allocated cost; it receives a subsidy if the
average tariff is less than the allocated cost. In line with revised Ruie-5 of Eligibility Criteria
(Kleetric Power Supplier Licences) Rules, 2023 and amended Strategic Directive-87 of
National Electricity Plan 2023-27, the stranded cost {as capacity charges); although otherwise
forming part of the assessed/calculated Cost of Service, has not been included in proposed
rates {or determination of Grid Charges.

Based on the foregoing assumptions and methodology, the petitioners requested for the

fallowing Gid charges on Rs./kWh basis;

Rs./kWh
sr. No.|DI5COs B3 Ba | cz2(a} | cb) | capy | Axe) A3 | D2(b)
5 [LESCO 8.996 | 6.015 | 20.318 | 15,905 | 12.578 | 15.844 | 17.012
z  |lEsco 15.421 | 3.704 18.845 | 20.283
3 FESCO 9.625 | 10.844 13.424 §9.296 | 19.525% 15.673 | 9,487
4 |GEPCO 6.969 | £.136 15.907 | 15.386
5 [HESCO 7.064 | 10:613 8.845 | 11.897
& |SEPCO 12.030 | 10320 20.000 | 19.040
7 ImEpPcO 3,415 1 3,504 T 16172 |  7.079
8 |PESCO 7.517 | 5.961 7.822 ] 10.594
9  |HAZECO 9.025 | 7.448 - 12420 13.726 |
10 [TESCO 12.522 | 9.592 29393 | 26.063
|11 [aEsce 17.390 | 17.227 21,816 | 22.294

30.6. The Authority has examined the data/ FACOS Model submitted by DISCOs and also held

consuitations with various DISCOs regarding the methodology and data inputs employed for
the determinadon ofthe COS. While the DISCOs have demonstrated considerable progress
in jimproving data inpur and cost allocations to various consumer categories; the Authority
obscreves that the following arcas/ points needs further improvement / consideration;

i.  Proper assessment of sanctioned loads for various consumer categories below 11 KV
level, for aceurate allocation of costs.

ii.  Voltage wisc break-up of losses in line with NEPRA allowed levels.

Periodic up-dation of factors used for allocation of costs to various voltage levels, as
currently the same are based on older studies.

iii.

Allocation of feeder wise peak load to various consumer categories below 11 KV level,
bascd on their respective sanctioned loads, resulting in abnormal load factors, awing to
inappropriately assessed sanctioned loads, may resuit in inaccurate cost allocation.

Some DISCOs initially included negative PYA as part of Distribution Margin.
Subsequently, DISCOs revised their FACOS model, whereby the relevant amount of
PY & was allocated as part of Capacity charges. Further, the voltage wise losses assumed
by DISCOs in their FACOS model were initially not in line with the NEPRA

inutions, bur were later corrected.
~ E
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30.7. in addition, the Authority noted the following:
¥ Towl Margin, including margin allowed for Supply Business, has been inctuded for
calculation of wheeling charges.
v Entire amount of Prior Year Adjustment (PYA) has been included while calculating

Wheeling charges, including amount related with Supply Business.
¥ Sales for different voltage levels were ot as per tite allowed SoT for the FY 2025-26.
v Inconsistencies in voltage-wise losses.
v Exclusion of Maker Operation Fee (MoF) from grid charges.
v QESCO did not use Revenue Requirement & projected sales allowed for FY 2025-26.

308, The aforementioned issues were communicated to all the Petitioners. XWDISCOs, in light of
these issues, submitted their revised numbers as under;

{Description] TESCO ] HESCO | GEPCO | SEPCO | PESCC | TESCO | MEPCO | FESCO HAZECC QESCO { LESCO
i 132ky 19,64 10.45 5.54 9.88 577 - 345 10.26 1228 52.27 4.38
Hky 1195 7.5% &.45 i7.64 11.12 377 6.24 945 7.21 15.04 9.56
i 3 15.70 7.47 584 12.37 7.2 1774 5.00 9.26 ?.37 14.63 2.80
X 1829 | 10.65 s54| 1066 5.07 . 340 | 1041 6.81 - 534
lz 19.44 928 1475] 2043 732| 1665] ism7r| 1298| 1188) 1546 1974
fes] 2086 | 1183 - L30 - &13 80| 27 sew| LW
CMa) ‘ g - 20.14
fA . 15.77
iad 16.85)

%

H

30.9. The petitioners, while submitting their revised numbers, further contended that the suppgy
margin ought to be included in Grid Charges, otherwise would be a stranded cost. Similarl&i_,
PYA part of Supply margin may aiso be included in Grid Charges &

30.10. While determining the Grid Charges, the Authority has adopted the following assumptioxgé_';
»  Revenue Requirement (RR) as determined for each DISCO/ SoLR for the FY 2025-26.

¥ Energy Purchase Price (EPP)
¥" Capacity Purchase Price {CPP}
v NTDC/HVDC cost

Market Operator Fee (MoF)

¥ Distribution Margin (DM)

v Prior Year Adjustmenus (PYA)

= Total DM bifurcated into Nerwork & Supply Business costs, as Grid Charges are required
e be restricted to the extent of cost atributable to the Wire Business.

“

»  PYA bifurcated into PPP and DM, with DM portion of PYA, further bifurcated into
Network & Supply Business costs.

«  Out of total ailowed amount for DM and PYA, only costs related with Network business
has cunsidered for the purpose of calculation of Grid charges.

«  Losses as allowed by the Authority to each DISCC for the FY 2025-26.
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«  Criteria used (o allocate the allowed RR among different consumer categories is as under;
¥ Energy Purchase Price (EPP) — 100% based on unit basis {kWhs).
¥ Capacity Purchase Price (CPP) ~ 100% based on Demand (MDI}
v NTDCHIVDC/MoF - 100% based on Demand {MDI)
¥ DM - Demand, Number of Customers, Others (energy)
»  The MoF included while working out Grid charges.

= Cross Subsidy worked out as the difference between Cost of Service {CoS) of each
category and its applicable tariff.

30.11.Based on the foregoing assumptions, and the information and FACOS model submirted by

DISCOs, the Cost of Service of each DISCO along-with grid charges, for different consumer
categories at difforent voltage levels has been worked out, as detailed below;

T iesEh | iesco | FESCO | GEPCO | MEFPCO | PEsco | mesco | Gesco | seeco | TESCO [HAZECO

o
. Cos, of Service W
112y 4 408 %37 a5 a5 1347 0.5% P71 5 T m . 123
thar .57 08 ey 4 3140 504 L% ] 1714 .25 17.5% F ]
Y0V A BcD Y 3L 151 33.7% M 16 182 19.55 al03 42.33 1613 41,71 1463
: Fhed amd rseo "| L£5C0 I Frsco I GErCO “ MErCO I rEsco I tresco I azsco [ $EPCO I TESCO f BAZECO
i Gid Charges Charpe i
1 Ra /WM Re./EWh
i 94 ' 1.00 3 1193 4.31 3.4 552 344 j41) 211 3657 7.61 - 1014
! c1 8.5} no 1167 o ss52| 1145 L 0.9 .57 054 . 1234
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30.12.The Authority abserved that, in terms r of NEPRA Open Access Regulations, 2022, cach

distribution licensee, in consultation with its respective supplier of last resort, is required to
prepare and submit a separate petition to the Authority for determination of its use of system
charges. Accordingly, in line with the Open Access Regulations 2022 and relevant provisions
of NE Plan, cach of the SoLR filed its scparate petition for determination of UoSC to the
excent of grid charges only in the first stage. Accordingly, the Authoriry has decided to
determine separate UoSC to the extent of grid charges for cach DISCO, at different voltage
tevels and for different consumer categories at the same voltage level.

30.13.Upon determination of the individual Use of System Charges for each DISCOs, the

31,

R REG_,_

Government of Pakistan may, in accordance with the relevant provisions of NE Plan, submit
a request for uniformization of the determined grid charges across all DISCOs, so that the

same may be imposed uniformly upon all BPCs and other open access users.

Tssue 03: Whether the Grid charges be applied based on Rs./kW/M or Rs.AWh basis and
what will be frequency to periodically review such charges?

The petitioners submitted that most of the costs, if not all, are fixed in nature, therefore, the
natural mode of recovery should be fixed (in terms of Rs/kW/Month) charge. However,
[ollowing options have also been proposed for consideration of the Authority;

v Use of system charges recovery in term of Rs/kW/Month metered shall provide
guarantced stream of revenue to cover for costs which are fixed in nature. This may,

w
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however, over burden the relevant consumers thus undermining the very purpose of

CTBCM and open access regime,

v Use of system charges recovery in term of Rs./kWh will render the service providers and
the SOLR to face the revenue loss arising from low load factor of the eligible BPCs. On
the other hand the open access users shall be benefitted for any favorable Energy or
Capacity Imbalance at the Market. This option may not provide a balanced approach to
promised sharing of risks and rewards under CTBCM regime.

v Use of system charges rccovery through a hybrid approach, ie. partly through fixed
charge in terms of Rs./k W/Month (subject to minimum MDI compared to the contracted
load) and partly in terms of Rs./kWh may provide a balanced plausible approach for all
the involved partics. It is submitted that, in order to ensure ievel playing field for
consumers of SOLR and Competitive Supplier, the recovery of use of system charges may
bave same charging mechanism.

# It further submitted that methodology and process as per FACOS model, for the purpose
of aliocation of demand (kW or MW) related costs, allocates average of monthly system
peak demand to different categories to arrive at the allocation base. This allocation,
despire being rational, judicious and in line with internationai norms, results in less than
actual {billable) MDIs of respective customers. Accordingly, taking the same MW
demand as denominator for demand (MW) based rate making will result in higher per
MW rates. [n consideration thereof, a second proposal for arriving at demand base rates
i.c. whole cost recovery in terms of Rs./kW and option (iii), hybrid partial cost recovery
in terms of Rs./kW, has boen developed based on billable MDIs of B-3, B-4 and C-2

cuslomer catcgories.

31.2. During the hearing, the petitioners submitted that, under the existing tariff regime,
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31.4.

customers are charged uniformly across the country and at different voltage levels. However,
certain categories, including the industrial consumer are being charged on two-part tanff
basis i.c. fixed charge per kW/month or per connection/month and a variable charge per
kWh. As elements of the grid charges, are mostly fixed in nature and linked to available
capacity (MW/kW), therefore, a charge in Rs/kW/month would be more realistic aad
reflective. Howaver, this may face practical challenges due to history of volumetric (kWh)
wariffs, thus, a hybrid model may be considered. i.e. partially volumetric (Rs./kWh) and
partially on capacity (Rs./kW/ntonth) basis.

3, The Petitioners also stated that review of these charges, should be inherent part of Periodic

tariff adjustments of regulated tariffs as provided in Rule-5(2)(c)(B) of the Eligibility Criteria
{Electric Power Supplier Licences) Rules, 2023,

Regarding application of UeSC, the Petitioner submitted that 2 charge in Rs./kW/month
would be mare realistic and reflective, however, may face practical challenges due to history
of velumetric (kWh) triffs, therefore, a bybrid model may be considered. i.e. partially
volumetric (Rs./kWh) and partially on capacity (Rs./kW/month) basis.

31.5. Mr. Rehan [aved proposed that base charge should be per kW of agreed load (plus modest
per-kWh component for losses or variable costs, if any).
41.6. APTAM on the other hand suggested to apply Grid Charges strictly on 2 per-kWh usage basis.
TR
P TN b S
S RV '
,l'r‘:?r"’ W . }‘t‘ﬁ
. ,_{ rerz '):«.3
B e oTHORY
2 oS
N £
N - o !

NG L 25/



Pusmieinm oFehrn Aushorine in the marrer nf recuesis fled by XWDISCO:

5;959‘57? for determination of Grid Charges
P

(bl

31 7. Fatima Energy also proposed that grid charges should be applied on per kWh basis rather on
a Rs/kW/M basis. Mr. Junaid Nagi has also supported per kWh application of Grid Charges.

31.8. The Authority noted that various stakehalders have proposed different methodologies for the
application of Grid Charges i.c. either on per kW basis or on per kWh basis or combination
of both. Given that the CTBCM is at an early stage of implementation and its commercial
operation date is yer to be achieved, the Authority considers it more prudent to adopt a
simplified recovery mechanism for recovering Grid Charges in order to facilitate market
initiation. At the same time, as the DISCOs have pointed out, most grid-related costs are fixed
in nature.. Accordingly, the Authority deems it appropriate to introduce a natonal fixed
charge on a per-kW basis to signal the prospective evolution of charging structure towards a
greater alignment between fixed and variable components for open access users.

'31.9. Inview of the above,, the Authority has decided to levy grid charges primarily on per kWh
: basis, as provided in the given table along-with Rs.1/kW/Month as fixed charge on ail open

JCCess Users.
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31,10.1t is also pertinent to note that, in terms of SD 87 of the NE Plan, in the event the framewozk
/ policy guidelines, stipulating the mechanism to deal with stranded costs on account of
market liberalization and open access, are not in force or where the quantum of demand
permitced for a specified period has been exhausted; or where any person intends to avail
open access without the competitive auction process stipulated in the frameworks / policy
guidelines, then the Authority shall, on an application made by respective licensee or ISMO
(as the case may be), determine other costs equal to the total generation capacity charges
recovered from the equally placed bulk power consumers of the suppliers of last resort, either
in a volumetric form (kWh) or through fixed charges. Such costs shall continue to be paid in
the said manner tll such time as may be reviewed by the Federal Government as per the
procedure laid down in the applicable rules.

31.11.in view thereol, any person seeking to avail open access without the competitive auction
process, shall be liable to also pay the stranded cost. Accordingly, for such consumers, the
wotal grid charges including stranded cost would be as under;

o : M ) IQ\
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31.12.With regard to the periodic adjustment of Grid Charges, the Supplier Eligibility Rules 2023,
provide that any periodic adjustment of any components of such charges or costs shall be
determined by the Authority from time to time analogous to the periodic adjustment of tariffs
applicable to other consumers of suppliers of last resort. [t is important to highlight that due
to quarterly adjustments, cost of service of BPCs connected with the Grid varies owing to
uniform application of monthly and quarterly adjustments. The SD 87 of NE Plan states that
prid charges shall be imposed on a uniform basis upon all bulk power consumers and any
other open access user to provide level playing field to equally placed bulk power consumers
of the respective supplier of last resort. Therefore, non-periodic adjustment of grid charges
may impact the interest of either the bulk power consumers (BPCs) opting for open access or
of existing SoLRs, which does not appear to be the intent of the National Electricity Plar,

31.13.While , an annualized review of grid charges could have offered greater predictability to the
open aceess users, the Authority , in view of the express provisions of the Supplier Eligibility
Rules 2023, has decided to periodically adjust the grid charges, from time to time similar to the
periodic adjustment of tariff of other consumers of suppliers of last resort. Accordingly, all
1DISCOs are directed wo file their Grid Charges adjustment petitions, complete in all respec,
along with their quarterly toriff adjustment requests.

31.14.The DISCOs also requested that inter-DISCO settlement be allowed in respect of uniform
gird charges (as per provisions of NE Plan) on the similar lines currently applicable for
consumer end tariffs. The Authority noted that since the grid charges are being determined
individually for each DISCO, therefore, Inter DISCO settlement of uniform applicable Grid
Charges, would be decided once the Ministry files request for uniformization of the
determincd grid charges across all DISCOs, so that the same may be imposed uniformly upon

2!l BPCs and other open access users.

31.15.In view thereof, XWDISCOs in consultarion with the Ministry, are directed to formulate an
inter disco settlement mechanism, owing to uniform imposition of Gird Charges, on similar
lines as being done for consumer end tariff and quarterly tariff adjustments. for consideration

of the Authority.

42, Isme No,Q4; Whether the application_of Grid Charges shall only be on those consumers
having bilateral contracts with competitive suppliers o also for those consumers having any

other source of supply?

32.1. The Petitioners on the issue submitted that UoSG, as epproved by the Authority, will be
applicable with reference to those eligible Bulk Power Consumers (BPCs) who opt for supply
from a competitive supplier, other than supplier of fast resort. The Petitioners further stated
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that UaSC shall be applicable to all such BPCs who will opt to get supply of electric power
from competitive supplicr including the captive generator using the network to wheel its
power to the destination of its use. Such charges shall be fully applicable to any new eligible
BPC or incremental consumption, obtaining supply of electric power from competitive

supplier without any exception.

i. A captive power producer / user using DISCO network for wheeling of power 1o User
destination will be considered "Market Participant” in terms of Market Commercial
Code and will be dealt with accordingly. The use of system charges shall fully apply in
manner applicable to any other cligible BPC.

ii. The cases of captive gencration and consumption points at the same location raking
- 2dditional supply from the local supplier of last-resort (SOLR) shall be considered a
regulated consumer of the SOLR with applicable regulated tariff. The quantum of
additional sanctioned / contracted load (in terms of MW) shall be considered to
determine its status as BPC in terms of the Act. In case, such BPC choose to exercise
option for open access, the use of system charges shall apply in full.

fii. In case of captive power producer / user supplying / receiving electric power at same
premises where DISCO network is totally not used, the use of system charges shall NOT

apply in any way or manner,

32.2. The Authority noted that Rule 5 {1) of the Eligibility Criteria (Electric Power Supplier

32.3.

32.4.

J2.6.

34.7.

Licences) Rules, 2023, states that any person who has been granted a license for supply of
electric power as a competitive supplier by the Authority, shall bill and collect from its bulk
power consumers, and make timely deposit to the relevant distribution licensee in the
designated account, all the {i) grid charges including theamount of cross subsidy and (ii) onhe_}
costs arising on account of market liberzlization and advent of open access, namcly, the
stranded costs. The said charges shall be deposited by the compertitive supplier on accrual basis
i.c. the amount actually billed to the consumers for the billing cycle.

Similarly, Rube 5 (2} (a) provides that such grid charges shall be imposed on a uniform basis
upon all bulk power cansumers and any other open access user to provide level playing field
to cqually placed bulk power consumers of the respective supplier of last resort.

The Sub-rule 5(2)(d) of the Eligibility Criteria Rules, 2023 explicitly states that:

"(d) The competitive supplier and any other open access user shall pay grid charges and other
costs approved or determined by the Authority in the manner specified by it.”

. Similarly, SD 87 (a) of NE Plan states that; “...Such grid charges shall be impased on a uniform

busis upon all bulk power consumets and any other open access user to provide level playing
field to equally placed bulk power consumers of the respective supplier of last resort.”

According to Regulation 2(1)(n) of the NEPRA Open Access Regulations, 2022, an “open
access user” means any person who is availing open access under these regulations;

The term “Open Access: has been defined in the Open Access Regulations as under;
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“span access” means tha access to 8 network licensas’'s syatam or its
associated faciities for movernent and delivery of electric powaer, subjsct
to the terms and conditions as provided In the Act, thesa regulations and

use of aystem agreamant, on non-discnminoslory basis to:
(M} an elecric power suppller for supply of eilectric power to 11s
consumear(s); or
(iiy & captive gene'rat!ng plant for dellvary of the elactric power from
genoration facility 1o the deatination of Its use; or

(i) mny other person, including a licenseo for delivery of olectric power
from a dosignated piace o ancther designated placea;

32 8. In view of the aforementioned provisions of the NE plan, Supplier Rules and other applicable
documents, all BPCs of a competitive supplier, as well as any other open access user, are
liable to pay the Grid charges. Likewise, a captive power producer opting to avail open access
for wheeling clectric power to its destination of use, shall also be liable to pay the grid
charges. Accordingly, the grid charges as determined by the Authority shall be applicable to

(i} All such BPCs, having a bilateral contract with a compctitive Supplier, getting
ciectricity through open access and

(i) Captive power producers, supplying power to its destination of use through open
access. However, Captive power plants, supplying power without opting for open
access, shall not be levied gird charges.

32.9. ltisalso pertinent to note that with respect to distributed generation, the NE plan under 5D
90 states that stranded costs, arising on account of distributed generation (including self-
consumption & net metering) by consumers utilizing grid connection, shall be recovered
pursuant o the mechanism provided in Strategic Directve 074. SD 74 envisages:tic
progressive incutporation of fixed charges into tariffs of all cordsumer categories exegpt
pratected consumers . Such fixed charges shall duly account for, inter alia, share of capacity
vost in cost of service, market interventions, consumption behaviors and affordability ;
consumers. It is aimed that by FY-2027, the fixed charges shall acdount for at least 20%@5}?
the fixed cost of the respective categories cvaluated through-a cost-of-service study
‘Therefore, for consumers opting for distributed generarion (through 3 party also), gr’?d
charges may not be levied and such consumets’ need to be regulated through revision in tariff
design, whereby quantum of fixed chiarges per month may be enhanced.

32.10.tn view of the foregoing, the Grid Charges both with and without stranded costs, for each
XWDISCO for various consumer categories at different voltage levels, based on the
information and FACOS model submitted by DISCOs, is tabulated below;
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33 The instant decision is intimated to the Federal Government, for filling of application for
uniformization of the determined grid charges across all DISCOs, so that the same may be
imposed uniformly upon all BPCs and other open access users, as envisaged in NE Plan and
Eligibility Criteria (Electric Power Supplier Licences) Rules, 2023.
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REGISTRAR

No. NEPRA/TRF-100/Notifications/ 2.6 4 $F~5F October 09, 2026

The Manager

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

Islamabad

Subject: NOTIFICATION REGARDING DECISIONS 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 a notification in respect of the following Decisions of the Authority for
immediate publication in the official Gazette of Pakistan:

" §. No. Decision Issuance No. and | SRO No. allotted
Date by PCPP

(i) | Decision of the Authority in the matter of Federal | 18389-18404
Government Motion and Policy Guidelines for | 07-09-2026
Uniform Application of Use of System Charges \:1 80

1. | (i) | Decision of the Authority regarding Petitions { 21171-21187
filed by XWDISCOs for Determination of Use of |  18-12-2025
Systemn Charges to the extent of Grid Charges

2. Please also furnish ten (10) copies of the Notification to this Office after its

publication.

(Wasim Anwar Bhinder)

Encl: 01 Notification f.44 pages]

CC:
1. Chief Execcutive Officer, Central Power Purchasing Agency (Guarantee) Limited,
73 East, AK Fazl-c-Haq Road, Block H, G-7/2, Blue Area, Islamabad

[

Syed Mateen Ahmed, Deputy Secretary (T&S), Ministry of Energy — Power Division,
‘A’ Block, Pak Secretariat, Islamabad
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