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Islamabad, the 12" day of November 2026

S.R.O. l/ oo (112026~ 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 Decision of the Authority dated 06" November 2026 along-with
Dissent note of Ms. Amina Ahmed, Member (NEPRA) and Mr. Magsood Anwar Khan,
Member(NEPRA) and Additional Note as well as Casting Vote of Mr. Waseem Mukhtar
Chairman(NEPRA) in the matter of Semi-Annual Review of the Incremental Consumption
Package for Industrial and Agricultural Electricity Consumers of XWDISCOs and K-Electric.

2. While effecting the Decision, the concerned entities including Central Power Purchasing
Agency Guarantee Limited shall strictly comply with the orders of the courts (if any)

notwithstanding this Decision.

(Wasim Anwar Bhinder)
Registrar
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imdantraed gid agrsudinee clocericiy consumers of NWHSCOs & A-Eheetric

DECISION OF THE AUTHORITY IN THE MATTER OF SEMI-ANNUAL REVIEW OF THE
INCREMENTAL CONSUMPTION PACKAGE FOR INDUSTRIAL AND AGRICULTURAL

ELECTRICITY CONSUMERS OF XWDISCOS AND K-ELECTRIC

Background

The Ministry of Enerpy . Power Divigion (MolPD) vide leter dated November 06, 2025, filed
o Motian with respect 1o the Incrememal Consumption Package (ICP) for industrial and
private agrwuliersi vlectricity consumers of XW1ISCOs and K-Electric, The Authority, after
comsidermg the Motion and the submissions made during the proceedings, approved the
package vide its decision dated December 09, 2025, which wus notified in the official Gazeie
vude S.K.O. No. 2409(1)/2025 dared December 10, 2025 ("Original Decision”).

tmder the approved package, cligible industrial and private agricultural consumers, including
lime of Use (Tol)) and Non-Toll consumers, arc charged at the rate of PKR 22.98/kWh on
eligible wmeremental consumption over the reference consumption for the period December
2023 10 Newvember 2024 The package was approved for a period of three years and operaies on
2 hallimg manth basis, subject 1o the Lerms and conditions set out in the Original Decision.

I'he Original Decision, fnrer iz, provided that the package is intended o be subsidy neutral,
positive Fuel Cust Adjustments (FCAs) apply Lo cligible incremental consumption, whereas
Cuarterly Tarill Adjustments ((QQFAS), 1ebt Service Surcharge (1288) and negative FCAs do not
apply 10 such ineremental consumption. It further provides that il incremental consumption
af the industriat and apriculioral seetors in aggregate exceeds 25% growth above the buseline,
& revtew of the neremental price and scheme s triggered. ‘The Qriginat Decisiun also addressed
e pedintent uf o difference between actusl marginal cost and the approved rate wherein, in
citse 10 any month the actual marginal cost exceed the package rate, MoE(PD) shall file 2
separate request with NEPRA for revision of the marginal cost and thin the revised marginal
st shall become applicable once devided by the Authority. Umtil then, the difference between
actaa! marginal cost amd PKR 22.98/kWh is 1 be burne by all consumers. Semi-annual reviews
were also envisaged in the Original Decision 1 ensure continued cost-revenue alignmem with
the marginal wriiT adjusted as necessary, The package is to be werminaled immediately if an
uhwand tarill adjustment 15 required lor 1wo consecative reviews.

Proceedings

Puring, proceedings rekiing to FCA und QTA, stakeholders raised cancerns thay the actusl
marginal cost assuciated with incrememat consumption might exceed the approved ICP rate
and i any such ditlerence could place a burden on consumers who do not avail the package.
I response Mol{PDY maintained thin the rte of PKR 22.98/k Wh incorporated an appropriate
conttageney margin and that on an overall basis. the cost remained below the approved rate
and sooordingly did nos Ble aay request for rate revision, MOE(PD} further highlighted that
aiter siv month the semi-annual review will be submitied 1o NEPRA and if needed the prices

man be revised afier processing of semi- annual review.

Invies of the semi annusl review mechanism under the Original Decision, the Authority vide
hetier dated June 16, 2026, requesied MoF(P13) w submit a comprehensive review of the ICP,
meluding the analvsis required 10 assess cost-revenue alignment and to address the concems
raisedd by stakeholders. MoE(P1) vide letter dated July 29. 2026 furnished certain data and
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ilarmation. the submission did not include the required marginal cost assessment or other

hey information soupht by the Authority.

Aceordingly, vide letiter dated Sepember 02, 2026 the Autharity rewarned the submission
dated July 29, 2026, as incomplete and requested Moli{P1) to submit a comptrehensive semi-
annual review after addressing the concerns of stakeholders and undertaking meaningful
comsultation with relevant parties. Mol(PD) vide communication dated September 09, 2026
did nut submit any further information and requesied that the Authority undertake and
ronclude the review including holding a public hearing so than the eftect of prevailing fuel
prices could be reflected in the applicable tariif mechanism.

laxing utmost regards 1o the need 1o protect consumer interests and 10 avoid further delay 1o
aessing the cuntinued cost- revenue uhgnment of the [CP, the Authority proceeded with the
review. A notice of public hearing was published on September 29, 2026 and individual notices
were also issued 1o relevam stakeholders, The public hearing was held on October 05, 2026. at
NEPRA Tower, Islamabad. MoE{P1)) was represented by its officials aslong with representatives
of the PPMC. Stakeholders and other interested partics also made submissions before the

Autherity.

During and lollowing the hearing, the Authority sought dewiled workings and
recommendativns from Mol(PD) on the actual marginal cost and revision required 1o the
marginzl price atributable to ICP consumption, the effecdve date of any upward revision,
whether the pachape should be suspended in light of prevailing circumstances, and responscs
tar the comsments reecived from stakeholders, he Authority issued further communications
v Uetober 06 and October 09, 2026, MoE(PD) respunded vide letier dated Octlober 15, 2026,
bt the response did not furmish the specific analysis and recommendations sought. The
Authority reiterned its requirements vide letier dated October 16, 2026,

v meeting with PPMC and the ISMO was held at NEPRA Tower on October 19, 2026, to
distuss the methodology and data for working out the marginal cost attributable to [CP
consumption. Muol'{PD) subsequently furnished fusther submissions vide letter dated October
23, 2026, including its recommendation regarding the rate revision.

Issues for hearing
Far purposes of the present review, the following principal issucs were (ramed:

() whedher the existing 1CP rae of PRR 22.98% Wh requires an upward revision to
mantarn cost revenoe alfgnmoeni:

ot whetiner iy revisson should apply from fune 2026, Qcrober 2026 or another billing

e

et} whether the 1GP should be wmporarily suspended in view of prevailing fuel prices,
sapply conditions and the uneentainty in estimating the cost of serving incremental

COMMIRIIN AL,

AfoliPD) ~ubmitted that the 1CP has supported grid consumption and helped mitigate the
rllvets of declining demand, grid defection and the “dock curve "associated with increased
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sobar petctration, 1 stated than industrial and agricullural consumers can provide additional
and relatnvely siable demand. improve wilizotion of existing system asscts and support grid
ability. Mob(1PD) further stited that reductions in grid sales result in under recovery of fixed
svstem costs which ean inerease the wrill for consumers who remain connected to the gnd. it
roferred o an estimated anpual contribution margin impact of approximately KR 180 billion

assaciated with declining load/saies.

Vil i P alws presented appregate information concerning consumption availing the package
and the «hange in sales avross other consumer categories. 1 submiued that the impact on
orverall comsumer tandls from Janvary 2026 to August 2026 had remained limited i.c.. by
40,65 W around 1.95% change. It maintained that the [CP should be assessed in light of its

broader ceonamic and system objectives as well as its cost-revenue position.

Atr. Amir Shaikh and other stakeholders raised concerns that the package was resuling in
cross subsicization by non-beneficiary consumers and that the approved rate might no longer
reflect Use prevailing cost of serving incremental consumption and that higher fuel prices and
inel supply uncenainty could further increase marginal costs. Concerns were also raised that
the ws levye and other developments may have induced captive-to-grid migraton
independently of the ICH and 1hat some consumption receiving the package benefit might
therefore ot represent gonuinely new demand. Some stakeholders sought suspension of the
wheme or the introduction of a more targeted incentive for daytime or solar-hour

OISt HIan,

Stahehuoiders 1neluding Mr Rehan Javed and the Korangi Association of Trade and Industry
i \LT) contended that the first semi-annual review was due in june 2026 and that delay in
completing, the review bad caused the cost difference w be borne by non-beneficiary
consumers, They requested that an upward revision be applied from June, 2026, and that the
dhlierence albready borne by ether consumers be recovered from G beneficiaries or otherwise
credited back through subsequent FCA/QTA adjustments. They relicd. inter alia, on the
provisions of the original Decision relating to adjustment of losses and unforescen losses under
parapraphs (1), 68 and Z{{vi1).

Mr. Rehan Javed further argued that the increase in marginal cost was unforescen, as also
acknowledged by ISMO team that RING siwation was unforescen, and shouid thercfore be
barne anly by 1CP beneficiaries. | e sought suspension of the 1CP or aliernatively an upward
revision of the rate and recavery of the accumulated difference from the beneficiaries. He also
rarwd concems regarding the relerence period, load-factor assumptions, sanctioned-load
coternt capuve to-prid substitation. disclosure of the (CP differential in FCA/QTA
nroceediigs and the operation of the wrmination clause where upward warifl adjustments are
cesquired For two conseeutive reviews. e further contended that consumers migrating from
fargace i hased captive generation are not readily identifiable from DISCO records and,
tHieselare, thie possibility of misuse of the package by incligible cansumers cannot be ruled ot
in this regard. he submined that the DISCOs should undertake an appropriate verification
caerere T als claimed that only 3 selected few consumers had derived a disproportionate
share of the benefits ivailable under the CP and requested that the distribution of package

benelits amongst beneficiaries be unalysed by the Authority.

KATT supponed the comention that the delayed review should not cause a linancial burden to
e transferogd 1o non beacliciary consumers and songht revision [rom june, 2026, or
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wispensiun of the package. Other stukeholders, indluding Mr. Tanveer Bary, Mr, Aril Bilvani,
A Haroen Shamst and Mr. Kamran Abidi, raised concerns sbout the effeet of rising tarilfs on
mdusteial demand, migration o solar or other alternative sources, and the desirability of
wspending the 1CP or replacing it with incentives lor cansumption during light or solar hours.

Stuhvhelders alse :'Hul[t-n;;c-(! the reference months Irom December 2023 1o November 2024
and the existing foad fsetor and sanctioned-load methodology, contending that a substantial
part of the consumpnion qualifying lor the package reflecied migration from captive gencration
to the grid rather than new demand. ‘They proposed revisions to the benchmarking eriteria.

Mal(PIY vide letter dated Getoher 23, 2026, responded 10 the comments forwarded by the
\uthority, § reiterated that the ICP was approved as a subsidy-neutral mechanism and was
ot designed to impose a separate subsidy burden on non-beneficiary consumers. 1t submitted
that the semi sonual review. mechanism was intended 1o assess cost revenue alignment and
where necessiry, revise the price for the subsequent period. 1t maintained that the applicable
dame and treatment of any wrll revision or adjustment were matters [or the Authorily 10
determine in accordance with the Original Decision and the applicable iegal and regulatory

tramewark.

With repard 1o the brosder objectives of the package, Meli(PD) submitted that the 1CP is
fntended 10 make grid clectricity competitive, encourage producuve electricily usc, retain
industrisl demand on the grid and improve utilization ol system capacity. It argued that the
etfect of the package should not he assessed sulely by comparing discounted units with year-
an vear growth in sales because it may also help retain demand that might otherwise move to
captive or alternative peneration. Mali(PD) further stated that global fucl-supply disrupuions,
invluding the eflect of disruptions 10 contracied RING supplies from Qatar and the possible
need lor more expensive spat procurement, had alfected the operating environment,

MuoliPD) aiso respunded that the existing benchmark and eligibility conditions had been
teveloped alter cunsideration of consumer-level daa, consumption patierns, sanctioned load,
maximum demand indicators and load factors. It considered that any changes to the reference
period. load factors or other conditions should be based on the Authority's assessent and dealt
with under the applicable regulatory procedures. The Authority considered these responses
topether with the views of stakeholders and the wechnieal recard provided by PPMC and 1SMO

hedow,

Hegarding stukeholder submissions it has been observed as follows:
Fhe Original Decision had built-in safcguards i the form of semi-annual reviews, however,
the eificacy of an cfiective review process was contingent upon submission of complete
analysis wathin the espected time- frame by Mot(PD). The ICP in apnyway remained
aperats e and the ICP mechanism already provides that till the time marginal price is revised,
detta would be borne by all consumer through fucl cost adjustments, While ideally this
shuuld have heen completed laest by mid-june but as the matier has been delayed, due wo
non provision of requisiie duta and analysis, the relevant delta has been paid by all consumers

through FCA.
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Further. Captive (o gnd migration appears o huve contributed 1o the increase in grid
cansumption during the review period. However. the objective of the package was o increasc
prid sales and improve utilizauon of available capacity. Accordingly, the source of

tecremental demand does not, by fsell, negate achievement of the package objectives.

I'he submassions repanding concentration ol benefits amangst o limited number of consumers
and the potemial treatment of furnace oil-based captive consumers have been examined. In
this repard, the data available on reeord indicates that the 1CP benefits were availed by several
thausined consumers across the cligible categories and were not limited Lo only a few
consumers, Therefore, the available data does not support the contention that the package
benefits aeerued vily 10 4 seleet number of consumers. With respect to furnace oil-based
captive consumers, it has been contended that such consumers may not be readily idenifiable
fram the records currently maintained by ISCOs and may therefare have availed benefits
under eriteria not specifically intended for captive consumers. While no conclusive evidence
has been placed on record, the matler warrants further examination. Accordingly, MOE(PD)
shoukl direct the relevant entities to devise an appropriate mechanism for identification of
such consumers and, where any misuse of the package 1erms and conditions is esiablished,
take tecessary action in accordance with the applicable laws, rules, regulavions and approved
packape provisions, Such an exercise may also assist in improving consumer classification and

benclunark design for any [wure incentive packages.

Furtherawre, the conceriy related to the design parameters of the 1CP are'not part of the
scape of the sepi annual review.

Marginal Cost workings

During the meeting hield on QOclober 19, 2025, PPMC representing MOE (PD) explained the
peneratienn mix assunied to meet 1CP demand at the time of package design and presented a
camparison of the relerenee generation mix with actual fucl-wisc generation. It was further
submitied than during the reievant peried, cenain high-cost fucl-based generation sources,
including RIANG, RIFO and 1513 had been operated below the levels sssumed in the reference
mix. On thi basis. it was considered that the incremental demand suributable to the ICP
should primarily be associated with imported coal gencration and only a limited proportion of
RENG generation consistent with package design assumptions be considered conservatively.

I is noted that afore-stmed approach retained the generstion-mix assomptions applied at the
tine ol the arigingl 1CP design/scheme and PPMC representing MOE(PD) updated the
relevant fuel pree inputs, On the basis of its analysis of the forthcoming period and expected
BRI NG prices, PPMC representing Mold (121) proposed an interim rate of PKR 25.30/kWh trom
Ovtaher 2020, In explaining the forward fuel-price assumptions, PPMC represcnting MOE
{1713 relerred 103 mix comprising 50% spot RLNG cargoes and 50% contracted Qatar RENG.
PEAC representing Mol (1°13) recommended maintaining the rate of PKR 22.98/kWh for the
carlier period und applying the proposed rate prospectively (rom October 2026.
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fhe methadolopy underlying the afore-stated analysis has been examined. The PLEXOS
muodelling undertaken w1 the time of the original ICP design way based on system vonditions,
fuel supply artangements. generation availability and dispmeh ceanomics expetted ai that
time. e subsequent changes in luel markets, availability of contracted luels, use of spot RING
and peneraton dispach patterns mean that the original generation mix cannot. without
turther validation be presuined o represent the sciual marginal generation mix or the actual

cost o serving incremenial demasnd during the present review period.

Fhe purpose af the st anngal review is o determine whether revenues recovered under the
U1 remanns aligned with the cost of serving the incremental consumption atributable to the
1a hagt. Accurdingly, an asessment based only un the original generation mix with updated
Juel prices does not by itsell, establish the aciual cost attributable 1o ICP consumption under
changed operating conditions, The review needs to fBetor the acwual dispaich conditions and
fuel availahility into the madelling, and to isolate the incremental generation and associated
cant attributable o 1CE demand from generation and costs that would have arisen in the basc

vase withour the 1CP,

Fur haurdy analysis purposes, 1ISMO was asked to provide the hourly generation and dispaich
daty alter incosporating ihe relevant tags as per the market commercial code and same was
provided by 1SMO. In the absence of hourly consumption data specifically identifying the
ncrementa cansumprion of [CP beneficiaries, monthly ICP tncremental units into an average
hourly quaniny, assumed 10 be distributed uniformty ever the hours of cach month. The
estimated 1oe remental demand was adjusted for transmission and distribution losses, including
Ui Joss assumprions and mapped against the hourly generation prolite and the marginal cost
at the relevant dispaiche] generating units. A weighted hourly marginal cost was caleulaied
andh averagaed 1o derive monthly and review-period estimaies,

The ISMO information based working indicated a notional estimated consumer-end marginal
prite above PKR 22.987k\Vh in a number of months, with especially high esiimates for Apnil
amd May 2026, The reported monthly estimates at consumer end were approximately as

Frallusses;
. I - . . I L e ] TR TN ng]ﬁ~mﬁﬁr?%?ﬂm s
XKW DISCOS
O Giwh 547 619 58y 426 522 428 3,041
w1 Wy {Wh |2 47 42 37 5% | i 52 279
599 666 631 463 581 480 3,420
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W el W h 9 i) K5 07 ] 118 | 96 S48
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79 103 85 67 118 96 549
Totah 1LP Unity GWh 678 769 716 530 699 576 3,969
"Marginnl Cost | Ra. Min| 13,302 | 23,043 | 12,495 | 10,846 ] 29,370 | 28,603 | 117,639
LT IRY I ERTH YKL LD ]

s BWh G Yy 2500 15,12 17,72 | $6.30 43.01 25.68

Notional Marginal
Price at Consumoer Re./kWh 19.62 29.96 17.45 20.46 42.01 49.65 29.65

end Level

Can s Rane R FN S £7.9% 23 ug 220 22,94 1298 22,98 22.98
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it i nuted. lowever, that the abave ligures are esumates derived from the data and assumptions
s provaded by ISMO and are not treated as o final determination of the actual margimal cost
simbutabie o 1CP comumpuion as there have been variances between the hourly peneration-
ant inforination and the corresponding FCA workings. The hourly data did not iniually
include all operational taps under the Market Commercial Code, which was provided
subsequently. Jlowever, funther assessment is still required to 1o re-run PLEXOS on the basis
uf actual generation requirements and fucl availability, both with and without [CP demand.
Furthermare, adjustnent in RENG rates and other adjusiments as subsequently approved in
FUAs are not incorporated. 1SMO indicated that the PLEXOS-hased dispaich resulis would
require additional time and could not be provided within the tine available for immediate
proveedings. To ascertain the true associated generation for meeting the demand of ICP,
11 AOS based dispatch and validated information reconciled with FCA workings isinevitable.

AlnbtPDY, an s letter dated October 23, 2026, based on PPMC's analysis submitted that it had
atalysed incremental cos for December 2025 w August 2026 by reference o the actual FCA
determinations and that its overall incremental cost for that period remained helow PKR
2288 kW h, notwnhswnding positive FCAs charged during the period. The analysis for
September 2026 was staied ta be under process. Mol(PD) proposed an upward revision 1o PKR
2530:k W h wath eHear Trom Qaober 2026, based on updated fucl-price assumptions, while
retaiing the generation mix ongially asumed {or package design.

Decision

I e praposal of MOR(PD), the available record and the 1echnical analysis placed on record has
been considered The methodelogy adopted by PPMC representing MOUE(PD) is relevant 1o
the extent that it updates the Juel price inputs used in the original design assumptions of the
I Towaever, such methadelogy does not determine the acwual marginal cost of serving
incremental consumption as it does not account for the changes in actual generation dispach,
fuct svailability und system uperating canditions. The analysis based on [SMO provided
wisnnaion sudicaies tha e margin:ﬂ'])ricu may have exceeded the approved rate in several
santls, Noverthedess, the anabyas in s present form bas material limhations.

bis further observed that the 10 wis approved us an incentive-based mechanism intended 1o
wnvonrage incremental constnption and enhance the utilisation of available power sysiem
vapavity, Accordingiy, even il the eatiinuted marginal price were subsequently validaied, the
adopiion of a subsamislly higher rite would require careful assessment against the objectives
ainb design principles ol the scheme, so as o ensure thit the 1CP continues 1o serve its intended
putpuse ol inventiviving productive consumption rather than discouraging incremental
demand. At the sume time, the incentive muost operate within o framework that maintins
approprigte cost revenue alipnment and does not unduly transler the cost of serving
incremiental consumplion W consumers who do not avail the package.

Ve varrently available daw s not suificient 10 conclusively decide the actual marginal cost
atiributable 1o 1CP consumption Urroughout the review peried. This conclusion does not mean
that tne existp rie of PRR 22.98%\Wh hax been demonstrated o remain cost-reflective.
Katner the available analvsis indicae the need for @ comprehensive and validated assessment
rahiig me accoount actual fuel prices. fuel avoilability, dispateh. operanonal consiraims and
oy, system conchinons, and the incremental demand attributable 10 the [CP itself. Such
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Vo abse note that the ¢ umpn.'h:;nsn;- firt review required under the Qriginal Decision has not
been completed desprie repeated divections lor the reguisite data, detailed workings amd
reconmnendations from MOQE(PD), The delay in {urnishing the required material has
cunstraimned our completon of the review within the envisaped timeframe. Meanwhile,
inlurmation reganding recent and anticipated fuel procurement, including the increased
reliance on hugher priced spot RLNG alongside contracted Qatar RENG, indicates a material
change in the forward cost eavironiment, which cannot be ignored. In these circumstances,
contvaed application of the existing rale of PKR 22,98/ Wh, without an interim adjustment,
sy expose non-beacliciary consumers 10 an increasing cost differental while the
vomnprehensive technical ussessment remains outstanding.

W are mindful of our stnuory responsibilities under Section 7 of the NEPRA Act, including
e responsibibity o safeguard consumer imerests and ensure the effective regulation of the
prad et seetor. T view of the cosi concerns arising lrom the prevailing circumstances the
limittons in e available wnalysis and the cominuing absence ol a fully validated assessment,
we consider oursehves duty bound o take an imterim meusure rather than allow the existing
rate o continue indefinitely without reassessment, Moli{P13), being the sponsor of the package
and 1he entity that proposed the revised forward rate, has recommended a rate of PKR
23,30 k\Wh for the fertheoming period. We consider that rate appropriate for provisional
appication pending completion of the comprehensive somi-annual review, without treating it
as o final determination of the actual marginai cost muributable w 1CP consumption.

Arcordingly, on a provisional basis, the proposal of MOE(PD) to revise the 1CP rate from PKR
22.98/kWh o PKR 25.30/kWh for cligible incrememal consumption with elfeet from the
November 2026 billing monuh is approved. The rate shall remain applicable for subsequent
billing months uniil a further decision is made following consideration of the comprehensive
revivw directed herein. Fhe adoption of this provisional rate is intended 1o address the
mimedeate risk al cominued  cost revenue divergence while the requisite: modelling,
revanciliations and tecdiical assesment are completed. It shall not be construed as an
eiddorsement of the vrigmil generation-mis assumptions as a conclusive measure of actual
wctemental cost, nor as a Linal finding that the cost atributable 10 1CP consumption for any
st at month was PRR 25307k Wh.

\We nore that Mol(PD), vide its lever dated Qutober 23, 2026, propased application of the
revised vate with effect from the Ociober 2026 billing month. However, considering that the
Iidling process for October 2026 has already been substantially completed, we consider it
appropriate 1o apply the provisional rate from the November 2026 billing menth, rather than
renpen the Qctobur hilling cyele.

Several stakeholders have sought temporary suspension of the ICP in view of luel price
valaility, supply constrnts and the uncertainty in estimating the cost of serving incremental
comsumption, We lave woeighed these concerns, including the potential financial burden on
non beneliciary consumers apatnst the stated objectives of the package, including encouraging
produciive consumption and improving utilisation_of the national grid. At this stage, we
corstder it appropriate o continue the package on the basis ol the provisional rate determined
herem rather than suspend it immediately subject Lo sirict timelines for submission of the
m ER "?6"(;-'
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otittamsling data and conpietion vl the compretiensive review. Upon receipt and examination
o tie required material the nuter shull be considered turther and the appropriate course of
action regarding continuation, revision, modilivnton or termination of the package shall b
determinud in aevordance with the Applicable documents, as the Qriginal Decision did not
capressly ernvisage suspension ruther only., termination in case marginal price had to be revised
upr ard BT EWO COnseCRLive revicws,

1t is further emphasized that the comprehensive review for the first semi-annual review period
remains outstanding, notwithstanding the data submiued by toli P13) on 29 july 2026 and the
subseguent correspundenee exchanged in this mater. The material submited to date has not
“wily satisiied the requirements communicated 1o MoE(PD), particularly regarding 2 validated
awesspient of the marginal cost attributable 10 1CP consumption. the relevant dispaich
conditions and the requisive PLEXOS based analysis.

Accordingly, Mali{13), in coordinaton with other relevant entities is directed to submit the

alore stated infurnation coveritiy both the first review period, from December 2025 10 May
M. and the second review period, from June 1o November 2026, The submission shall
L onilain a separot e assessment and recommendation for cach review period.

The required information and analysis shall be furnished in the following manner:

il Bv 25 November 2026, Molk(Pl)) shall submit the available data and comprehengive
analy siv for the period from Decembor 2025 w15 Navember 2026, separately identifying
she Birst aned second review periods and using the format, scope and methodology required
Ay the Authoriy for the finst semi-annual review, -

i) The rewnaining Jate and analysis for the period from 16 to 30 November 2026 shall be
submittod b 3 December 2026, so that the complete information may be considered.

s The reviea shall bo supported by PLEXOS-based model runs incorporatitig actual and
sedovamt generation dipateh conditions, fuel averlability. applicable fuel prices and
epccattonal constraints, tgother with 3 comparison of the system with and without 1CP
demamd, 1 the eveemt weehnically practicable, It shall inclwde the deta. model runs,
assenptions, workings and recommondations mcessary fo determine the marginal cost
Hrihui ke e 1CP consumption.

1ol The analvsis shall include nconciliation with the relevam 10A workings and other
applicable cost adjustments,  considoration of  operatfonal lags under the Market
Commercial Code and the reguisite plant- wise and operations! dawe for K-Electric, as
applicable. Any data fimitations, assumptions or unresolved variances shall be expressly
wlentifivd and thoir impact on the conclusions cxplained.

e Vaks 103 shall pravide its reasoned recommendations on the appropriate [CP rate lor
cacdt fed ten period, the comtinged cost-revenue afipnment of the package, and whether the
packape should continue, be revised,  suspended, modified  or  terminated.  The
recomarcnedations shall also address the concerns raised by stekeholders and the applicable
prenastores A the Crgginal Decion., .

ob -
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dhvcisiony of thes dythnaly e ghe moteee of Soad anawad review of nevemenet consumpiion pckge for
snclesteind st szcicviltune olecteeny conenees of X WIS & K Flerrie

542, Forthe reusans recorded above, it s decided us follows: -

() Thevexnauy 1P rate of PKR 22.98%Wh is revisced on an interim and provisionsd basis
10 PRI 25300k Wi fon incremental consumption with offect from the November 2026
bilting momeh and for subsoquenn billing mouths wntil o furthier decision is made following
the comprehensive review diveeted herein, Any bill idready fssued lor the November 2026
billing menth before notification of this decision shall be adiusted in subsequent month in
accurdance with the applicable stotwtory requirements and the operative directions
corained herein.

(i) The 1CP shull not be suspended at this stuge and shelf continue at the provisional rate
desormined 1n clause (1), without prejudice to the lawlill cxercive of the relevant statutory
posvers (o mtke @ further decision regarding revision, imodification: or termination In
accordanee with the upplicable fivw and the Originel Decislon,

{iv} Molif1"3), in coardination with other refevunt entitics, as applicuble, shall submit the
comprohensive review and supportng information in accordance with the timelines,
methodolugy and requircinents specificd as stoied ubove. The submission shall include the
vulstunding assessment for the fisst review peviod and the complete assessment for the
seeond review period from June (o November 2026,

(v} Lipon reeeipt and examinoiion of the comprehensive review, the matter shall be placed
before the Authority for further deicrmination of the appropriate rate and the future course

of the ICT on the basis of validated datz and the applicable legal end regw/atory frameswork.

) the provisional rote determined herein shall nor constitute a ffnal determination of
X ngf marginal cost ar of any clain concerning the allocation or recovery of a difference

3 siitg Yedire the effective date of the revised rate.

i bRkt ST .,
% . w-l LARATY jx (vi) The tindiugs for coch review period shall be separately assessed for the puposes of
i, s pumnmpi: 70¢v) of the Originyl Decisfon, including whether an upward tariff adjustment is
e S ;L.-' required in cach review. Nothiny in this decision shall be construed as waiving, suspending
oo or deferring the requirement concerning termination where upward tariff adjusunents are
required for {wo coascCutive reviews.

6. “the Decision of the Authority is intimated 10 the Federal Government for notification in the
official Gozete in worms ol seetion 37 of NEPRA Act, 1997,

) AUTHORITY .

S Ashal W\/ﬁ ¢ -
Ad.uumm U\CW ) S\'b\ssm\ z&e’l‘ﬂ-\ @ | ‘%'
e g Wasvem Mukhlnr Amina Ahmed Engr. Magsood Anwar Xhan  Ghullainullah Sheikh

Chairman Mamber , . Member Member
OB i/Gent g blatted
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DISSENT OF MEMBER (TARIFF AND FINANCE} AND MEMBER (DEVELOPNENT}

1. Werespectfully disagree with the decision of the honourable Chairman and Member (Law)
10 continue incremental sales at a rate of PKR 25.30 per unit. Our reasons for this are

detailed below.
Objeciive of the ICP

2. The objective of the Incramental Consumption Package, prepared by the Ministry of

Encrgy (Power Division) (MOE) and approved by the Federal Cabinet on 03 November
2025 (the ICP or package) was to increase demand / bring consumption back to the grid
(particularly industrial consumption to spur growth and economic activity) and utilise the
idle generation capacity that consmmers are already paying for. NEPRA supporied this
objective and the Government's cffort by approving the 1CP on 09 December 2023 (Lhe
ICP Approvai Decision). The objective of the ICP was supported then and continues to be
supported by us at the time of this decision.

Fundamental principle af the core of the ICP design

3. The ICP was designed to be cost-refiective, with the incremental rate of PKR 22.98 per
unit calculaled on the basis of the expected cost of serving a presumed level of incremental
consurmption while also including therein an appropriate contingency margin. Accordingly,
consumers availing the ICP were expected to pay a rate that would remain equal to or higher
than the actual marginal cost of serving their incremental consumption, thereby ensuring
that the package imposed no financial burden or cross-subsidy on consumers not availing
it.

Mandated periodic review for cost-revenue alignment

4. The package was designed to always remain cost-reflective for as long as it remained
implemented. To ensure this, the ICP included a mandatory periodic review mechanism
assess the actual cost of serving incremental consumption and, where required, align
revenucs with such costs through appropriate adjustment of the incremental rate, Para 70(v}
of the ICP Approval Decision states that “semi-annual reviews will take place 1o ensure
continued cost-revenue alignment, with the marginal tariff adjusted as necessary.” Note
that the language relating to the mandatory semi-annual review was in the 1CP approved
by the Federal Cabinet and was included verbatim by NEPRA in the 1CP Approval
Decision.

Pratection from refrospective rate revisions

5. And whilst the aforementioned provision, mandatory requirement to review and ensurc
continued cost-revenue alignment / revision of incremental rale was inbuilt 1o ensure that
,T}?,;‘, incremental usage would not place any burden on non-beneficiary users going forward,

A
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prolection was also provided for incremental users from retrospective rate revisions (i.e,
any shortfal] in revenue recovery under the ICP. arising due 10 actual marginal cost being
higher than PKR 22.98 per unit was to be borne by all consumers until revision of the
incremental rate). This lcaves no uncertainty for the consumers availing the package so
they would not be in a situalion where they have used incremental consumption, only to
find out later that the rate used lor (hat incremental consiumption has been revised.

Bulancing Act

6. Ineffect, ensuring cost-revenue alignment to maintain cost-reflectivity going lforward while

alsu providing retrospective protection to incremental consumption is the balance that the
ICP not only hoped (o achieve but also promised and this is what NEPRA approved in the
ICP Approval Decision. The above, however, assumcs that the sponsor of the package
(MOL) would abide by the terms and conditions of its own package. It has not.

The review that was not submiited

7. The MOE was required 10 submit a review afier expiry of six months. that is, immediately

alter 31 May 2026, When no review petition/request/motion was filed by MOLby mid-
Junc 2026, NEPRA wrote a letler to MOE on 16 June 2026 directing it 1o file the review.
MOE sent raw data on 29 July 2026 that contained no request. recommendalion vr ¢ven
working of the historic actual marginal cost pertaining to incremental constmption of the
review period (i.e. the last six months). There was nothing on marginal cost {either reluted
to actual incremental consumption in the review period or assessment of marginat cost for
future incremental consumption) at all. NEPRA returned it as incomplete with direction (o
MOL 1o submit the comprehensive review. Insiead of abiding by its own package, para
70{v} of the ICP Approval Decision, and NEPRA s express directions, on 09 September
2026. MOE asked NEPRA 1o carry out the review itself and hold the hearing. In cllecl. the
sponsor of the CP asked the Regulator to carry out a review thal was the spunsor’s uwn
responsibility!.

The problem NEPRA faced

8. NLEPRA, however, could not remain passive while the non-compliance continued. Despite

having neither the requisite review nor any supporting marginal cost analysis frem MOL,
NEPRA proceeded with the limited information available and carried out its own
assessment, For this assessment, NEPRA, however, needed. the weighted average actual
tnarginal cost incurred (o serve incremental demand during the relevant review period and
a forward-looking assessment of the anticipaled marginal cost of serving incrementat
consumption. Since MOE provided neither, NEPRA's tariff team calculated a marginal
cost {based on the weighted average marginal cost for the review period duly adjusted for

* The oblgation to submit a timely and complete review, with » clear request/recommendation/prayer, along with
— gl elevant verifiable and complete data, analysis and workings necessary to assess cost-revenue alignment restad
X ?rgich with MOE as the sponsors ol the package.

%]
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allowed losscs) using the available information, This came to approximately PKR 31.83

per unit,

During the hearing and subscquent discussions, NIEPRA's tariff team itself identified five
factors’data constraints that could have overstated the calculated marginal cost: (i)
generation dispatched duc to transmission or operational constraints; (ii) RLNG generation
dispatched under must-purchase obligations; (iii) RI.NG price revisions subsequently
approved by the Economic Coordination Comimittee (ECC); (iv) the need for PLEXOS
runs with and without ICP demand, 1o isolate the marginal cost attributable to incremental
consumption; and (v) discrepancy between the hourly operational and fucl cost information
submitted by the independent System and Market Operator (ISMO) and the corresponding
monthly {uel cost data reflected in the FCA decisions. MOE (including ils technical wrm)
and the 1ISMO concurred with these factors/data constraints, They were then asked o
provide the data needed to adjust for each of these. so that the number could be mady
realistic to reflect the actual marginal cost related solely to incremental usage. Of the data
requested, anly 1ISMO provided the operational and must-purchase tags under the Market
Commercial Code, addressing factors/data constraints (i) and partiaily (ii) and on that basis
the number came down to PKR 29.65 per unit. However, complete information regarding
RLLNG gencration dispatched under must-purchase obligations, and the data required 10
address the remaining factors was not provided despite repeated follow-ups.”

. in sum, although the mandated cost-revenue alignment required the incremental rate ol

PKR 22.98 per unit to be adjusted as necessary, NEPRA could not revise it to PKR 29.65
per unil, for two reasons: (a) PKR 29.65 per unit is nol an accurate reflection of the actual
historic marginal cost of incremental consumption, as adjusting for the four outstanding
factors’data constraints (which can only be done when it is backed by duly veriliable data).
would bring it down further: and (b} PKR 29.65 per unit is higher than the oftf-peak rute
under the normal tariff structure, so adopting it would defeat the very objective of the JCP
and would. in cffect, penalise the very consumers it was designed 10 benefit. by charging
them more for their incremental consumption than they would pay under the normal tarifT,

A random number - 25,30

11.

The revised incremental rate of PRKR 23.30 per unit proposed by MOE. and allowed by the
honourable Chairman and Member (Law), is based on the generation mix apparently
assumed at the design stage ol the package, with updated fuel prices. This generation mix
is not so much as even mentioned in the ICP Approval Decision and the lanpuage
concerning the mandatory semi-annual review does not account for updating fuel prices of
some notional assumed generation mix, To the contrary, the review under para 70(v) of the
ICP Approval Decision is concerned with the actual cost of serving incremental
consumption under prevailing system conditions. not the recalculation of a package-design

* WEPRA has actively and persistently pursuced the review of the ICP. In the span of approx. four months, in
additun o directing the MOE in the public hearing, NEPRA has written six letiers (along with various emails.

scussions, meetings cie. ) to MOI requiring MOE to submit the review or al'the very leust provide the missing
fpnmuion.
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assumption using updated fuel prices. MOE's methodology is not only disconnected with
bus is also conirary to the very purpose of the semi-annual review.

Impact of the delay on other consumers

12, Flad para 70(v) of the ICP Approval Decision been adhered (o, NEPRA would have some

months ago re-assessed the rate of PKR 22.98 per unit and decided whether 1o leave il
unchanged, revise it or suspend the 1CP. As this was not done, the package appears 10 have
continued at a rate below the actual cost of serving incremental consumption. The resulting
misalignment has had implications for consumers in 1wo ways. Firsl, 10 the extent
incremental consumption increased the system's average fucl cost, the resulting impact was
recovered from all consumers thraugh the FCA mechanism. Second, because incremental
unils arc excluded from quarterly tariff adjustments, the exclusion of such units increases
the guarterly adjustment borne by consumers not availing the ICP.

The case for temporary suspension

IJ The real choice before NIEPRA was not between PKR 25.30 and PKR 29.65 per unit. It

was whether a package built on cost-reflectivily could carry on without a validated cost-
reflective rate. In our view, (i) where the best available estimate of actual marginal cost is
both subject 1o material limitations and indicative of a rate that would underming the
incentive rationale of the package. and (ii) the altenative rate lacks any credible linkage 1o
actual marginal cost, continugtion of the ICP ceases 1o bc;Jusuf' ied,

. Accordingly, the only appropriatc course, and the one recommended by the case officer,

was 1o suspend the [CP temporarily until MOE submits a complete review (with verifiable
working on the actual historic marginal cost of incremental unils and a proposed
incremental rate) and the Authority determines, on the basis of validated analysis, a
genuinely cosl-reﬂcclive rate.

. Suspending the package {with ample notice) is the least the Regulator could and should

have done o (i), secure compliance, {ii) honour the mandatory requirement of cosi-revenue
alignment and (iii) proteet other consumers, who should not be made to pay for a review
that MOE was required 1o submit five months ago and still has not.

/
) 3
‘\].V\A\na. {1\4,14&; [
Amina Ahnied Engr. Magsood Anwar Khan
Member (Tariff and Finance) Member (Development)
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ADDITIONAL NOTE

My note is directory in nature, | would urge the agencies
working under the Ministry of Energy — Power Division (MoE - PD), to
comply with the directions of the Authority contained in the determination.

2. The comments of learned Member (Tariff & Finance) and
learned Member (Development) need serious consideration, however, for
the sake of continuity of the Incremental Consumption Package (ICP), |
have a different view. The suspension of ICP at this stage is not
appropriate and we should give the Ministry of Energy one more chance
to provide information, solicited in the past by the Authority, and now in
the instant determination.

3. First letter in this regard was issued on June 16, 2026,
followed by multiple letters to the Ministry to carry out consultation with
the stakeholders and provide the Regulator with reliable data in proper
form to reach an informed decision. Regreftably, the Ministry never
responded in a proper manner to the questions and queries raised by the
Regulator, which is unfortunate. The marginal price, in proper form, was
not provided to the Regulator by either Independent System and Market
Operator {ISMO) or Power Planning and Monitoring Company (PPMC),
which were duty-bound to do so. Since the ICP is a flagship project of the
Ministry, it should give due consideration to the observations of NEPRA
and lack of interagency coordination among the entities working under the
Ministry.

4. This determination sets timelines where each entity is required
to provide the information. If the information is not provided within these
timelines, the outcome of the 2™ review of the program would be adverse,
and we may have to either suspend or terminate the ICP. Furthermaore,
any entity that fails to provide the required information within the stipulated
timeline shall lead to initiation of legal proceedmgs under the applicable
legal framework.

5. | once again urge the Ministry to take observations of the

Regulator seriously and do whatever is needed for improvement of thga L

Page 1 of 2 3'1';3;"
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interagency coordination so that a reliable data set, which is alsc publicly
credible, is provided to the Regulator and presented in the public hearing.

6. In the end, | would request that my note be presented before
the Honorable Federal Minister and the learned Secretary, Ministry of
Energy, Power Division for consideration and implementation of the same.

‘e
WOr-
{(Waseem Mukhtar)

o MW Chairman

Page 2 of 2
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Casting Yote
The Authority has not arrived at an unqualiﬁled consensus. Therefore, remaining fully
cognizant of my dutics in the discharge of the functions of the Authority in my capacity
as the Chairman of the Authorily and guided by the spirit of section 5(4) the NEPRA
Act and also having duly considered the overall purpose and intent of the NEPRA Act,
the consumer interest that it secks {o protect, | hereby exercise in duc and faithful
discharge of the functions of the Authority, my sccond and casting vote cnvisaged and
entrusted to me under the NEPRA Act in favor of the First Opinion, thercby breaking
the deadlock in rclation to the aforesaid issues. Accordingly, the First Opinion

constilutes the Order of the Authority for reasons rccorded there on all muatiers

(\
RN
v
Waseemy Mukhtar
Chairman

expressed.
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, G-5/1, Attaturk Avenue, Islamabad
o L gt Phone: 8206500, Fax: 2600026
Website: www._nepra.orq.pk, Email: reqistrar@nepra.org.pk

REGISTRAR

No. NEPRA/TRF-100/Notifications’ 3} )& &~ 90 November 12, 2026

The Manager

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

[slamabad

Subject: NOTIFICATION REGARDING DECISION 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 Decision of the Authority for
immediate publication in the official Gazette of Pakistan:

8. Decision Issuance No. and SRO No. allotted
No. ) Date by PCPP

1. | Decision of the Authority along-with Dissent note of | 21805-21822
Ms. Amina Ahmed, Member (NEPRA) and| 06-11-2026 | /60
Mr. Magsood Anwar Khan, Member (NEPRA}) and |
Additional Note as well as Casting Vote of Mr. |
Waseem Mukhtar Chairman (NEPRA) in the matter of
Semi-Annual Review of the Incremental Consumption |
Package for Industrial and Agricultural Electricity
Consumers of XWDISCOQs and K-Electric

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

Encl: 01 Notification ' N

(Wasim Anwar Bhinder)

CC:

1. Chief Executive Officer, Central Power Purchasing Agency (Guarantee) Limited,
Blue Area, Islamabad

2. Syed Mateen Ahmed, Depty Secretary (T&S), Ministry of Energy — Power Division,
Islamabad
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