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DECISION OF THE AUTHORITY IN THE MATTER OF MOTION FILED BY THE
FEDERAL GOVERNMENT WITH RESPECT TO INCREMENTAL CONSUMPTION
PACKAGE FOR INDUSTRIAL AND AGRICULTURE ELECTRICITY CONSUMERS OF
XWDISCOS & K-ELECTRIC

Background

1.

4.
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The Ministry of Energy (MoE) Power Division (PD) vide letter dated November 06, 2025
has submitted a Motion with respect to Incremental Consumption Package for Industrial
and Agriculture electricity consumers of XWDISCOs and K-Electric (the Motion). The MoE
(PD)has mentioned in the Motion that Federal Government has approved the incremental
consumption package for Industrial and Agricultural consumers.

The MoE (PD) in the Motion submitted that over the past three years, electricity demand
across major consumer categories has witnessed a noticeable contraction, reflecting broader
macroeconomic adjustments, structural changes in consumption patterns, and increased
adoption of alternative supply options such as net metering (6,035 MW). The decline has
been particularly pronounced in the industrial and agricultural sectors, where consumption
has reduced by 14% and 47%, respectively. Demand reduction leads to a vicious cycle where
underutilization of system assets further increases the tariff due to under recovery of fixed
cost. Historically, the government has consistently implemented targeted initiatives to
stimulate demand and enhance system utilization. The Industrial Support Package (Nov
2020-Oct 2023) resulted in a 14% increase in industrial sales, while the Bijli Sahulat Package
(Dec 2024-Feb 2025) recorded industrial growth of 6.9%, 2.7%, and 10.2% over three
consecutive months- demonstrating the efficacy of well-designed incentives in sustaining
consumption and supporting the productive sectors. Industrial and agricultural consumers,
in particular, are well positioned to contribute to grid stability without additional
infrastructure strain, given their scalable and controllable demand that aligns with surplus
generation hours, particularly during daytime solar hours, and delivers significant value
addition in output, revenues, and employment.

‘The MoE (PD) explained that considering the above, the Federal Government has approved
the incremental consumption package for industrial and agriculture electricity consumers
for XW-DISCOs and K-Electric vide Case No.758/Rule-19/2025/1030 dated November 05,
2025 and it was decided that policy guidelines be issued to NEPRA for approval and
incorporation of proposed initiative in the regulatory framework.

The general provisions of the initiative are listed below:

a. Rate of PKR 22.98 per unit shall be applicable to industrial and private agricultural
consumers, including both Time-of-Use (Toll) and Non-ToU categories, of
XWDISCOs and K-Electric, on their peak and off-peak incremental consumption over
the corresponding reference period. The reference months for determining
incremental consumption shall be from December 2023 to November 2024.

b. The proposed package shall remain effective for a period of three (3) years from the
date of approval. The package will apply on billing month basis. The scheme will
automatically expire upon completion of this period.
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¢. The package shall be subsidy neutral for both XW-DISCOs and KE consumers. Positive
Fuel Cost-Adjustments (FCAs) shall be applicable to eligible consumers on
incremental consumption. Further, Quarterly Tariff Adjustments (QTAs), Debt
Service Surcharge (DSS) and negative FCAs shall not be applicable on incremental
consumption for eligible consumers.

d. If incremental consumption of the industrial and agriculture sectors in aggregate
exceeds 25% growth above the baseline, a review of the incremental price and scheme
will automatically be triggered to pass on additional marginal cost.

e. Semi-annual reviews will take place to ensure continued cost-revenue alignment, with
the marginal tariff adjusted as necessary. The scheme will be terminated immediately
if upward tariff adjustments are required for two consecutive reviews.

f.  Any losses incurred under this scheme, arising from the shortfall between revenues
and tariffs, will be duly considered and adjusted during the semi-annual reviews.

5. The MoE (PD) also communicated the following “Terms and Conditions” for application of
the proposed initiative;

»  The reference period for calculation shall be from December 2023 to November 2024.

» This package shall be applicable to only industrial and private agricultural tariff
categories (as per notified Schedule of Tariff).

»  Ifconsumption record for a specific consumer is not available or having zero reference
consumption, then benchmark consumption criteria for new consumers will be
applied for the respective period.

» In case of any change in tariff category or shift from non-ToU to ToU after reference
month, the consumer shall be considered as a new consumer.

»  Ifthe status of consumers was disconnected or status of consumer meter was defective
during benchmark consumption calculation period, then benchmark consumption
criteria for new consumers will be applied for the respective period.

= [fthe status of consumers is defective or locked during the current billing month, the
consumer shall not be eligible for the incentive.

= Detection units will neither be used for benchmark consumption calculation nor for
incremental units calculation.

» Dial Adjustment effect (correction of reading other than detection) will be applied for
calculation of benchmark period consumption.

= All Captives Power Plants (CPPs) will be considered as new consumers for benchmark

consumption calculations.

* If the meter of a specific consumer cannot record MDI, then only Sanctioned Load
shall be used for calculation of benchmark consumption, where applicable.
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The load factors to be used for calculation of benchmark consumption are provided

below for reference.
Duties and taxes shall be calculated on the consumer’s payable amount.

Net-metering consumers will be eligible for the package, if and only if there is excess
import by the consumer for the current month in the respective peak and off-peak
periods (Net meter consumer’s reference consumption will be based on imported units
only). However, their incremental consumption will be capped on the net imported
units (Imports minus Export during current month). Additionally, the incremental
consumption shall be distributed among peak/off-peak periods on a pro-rata basis of
incremental units.

Wheeling consumers shall not be eligible for this package.

No Tariff Differential Subsidy (TDS) shall be claimed on incremental consumption
under this scheme.

6.  Regarding criteria for benchmark consumption and load factors, the MoE (PD) provided the
following details;

CRITERIA FOR CALCULATION OF BENCHMARK CONSUMPTION

Existing Consumers (Reference

i iculs .1+ .
consumption avarlable tor all months) (Reference Consumption for particular month) * (1+2.8%)

Existing Conswmers (Reterence
consumption not available tor any

'{“"“l('_' ‘ ) ) {Higher of (MDI for the relevant month or Sanctioned load)) * Total Hrs of
New Consumers (New Cunsumers: Relevant Month *(Load Factor (%) of particular consumer category) *
Consumers having connection date (142.8%)"

aller reference month)

(Reference Consumption for particular month) * (1+2.8%)"

Existing Consumer with Sanctivned *
l.'.‘::l.:"CL"HI"‘::::"W"W’" hiter (((Higher of (MDI for the relevant month or New Sanctioned load)) - Old
Lelche " SL)* Totul Hrs of Relevant Month *(Load Factor (%) of particular

consumer category)®* (1+2.8%)"

n

= Relevant vear of package application (1,2 or 3)

MDI = Maximum Demand indicator of the respective consumer for the given month

H

rs = No. of hours in the given month

Load Factor = Load factor as provided in the consumer service manual (as updated from time to time)
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14. The MoE (PD) also submitted that demand trend over the past few years for industrial and
agricultural consumers has decreased by 14% and 47%, since their peak in 2022, respectively

as mentioned below:

Blin Units - 7 _ ]

-s-|ndustry -=Agriculture

34.0

------------ -14%
28.7 299~ = TT—elv----iTo

2019 2020 2021 2022 2023 2024 2025 |

15. The MoE (PD) also presented economic rationale and impact of the proposed package,
without impacting other consumers as under;

ECONOMIC RATIONALE & IMPACT (without impacting other consumers)

Intervention Methodology Economic Impact

Price Elasticity is 0.38x — for Expected Incremental Industrial GDP

every 1% reduction in Growth Rate: 0.47%
Reduction in Electricity Prices slactricibyprice; copslimplion l
increases by 0.38% Incremental GDP Added:
by PKR 3.1 / kWh or 6.9% of ’
electricity price (including tax) A1% increase i electricity PKR 1.16 trillion
consumption has a strong Incremental Taxes Collected at Tax-GDP
correlation with a 1% increase ratio of 9.2% due to expansion of
in GDP. Assumed at a economic pie:
conservative basis of 0.5% for PKR 21.1 Billion

this assessment

Limitations: The assessment is on @ ceteris paribus basis. Any significant change in PKR-USS parity, commodity shocks, interest rates or
any other variables may change results.

*Does not include the economic impact of this package for agriculture consumers.

16. Mr. Rehan Javed representing FPCCI in its written comments submitted that the MoE (PD)
has reported major reductions in subsidy requirements; up-to Rs.300 billion however,
industries continue to bear an excessive cross-subsidy burden (Rs.131 billion as per NEPRA
own numbers). If fiscal space now exists, it should be used to reduce this inequity rather
than continue making industries subsidize other consumer categories. With most solar and
protected consumers already shifted from the normal tariff structure, industries are left
paying far above their cost of service. An immediate elimination of cross-subsidy would
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restore competitiveness and directly complement the Incremental Package's goals of
demand revival and sustainable energy use.

Mr. Rehan further submitted that industrial tariffs have climbed from around Rs.34 per unit
toward Rs.38 per unit owing to quarterly and fuel adjustments. In such an environment, a
fixed incremental rate of Rs 22.98 per kWh provides limited incentive. FPCCI therefore
recommends that NEPRA maintain the incremental consumption rate to be set at Rs 16 per
kWh to ensure meaningful relief and sustained growth in grid consumption.

It was also agitated that existing benchmark rules, particularly the 60 percent load-factor
assumption for Captive, Extension in Load and Category Change cases which are to be
treated as new Customers, and 2.8 percent annual escalation, have caused confusion and
inequity across consumer classes. To ensure fairness, transparency, and administrative
simplicity, FPCCI proposes the following unified benchmarking framework:

a. [Existing Consumers (including captive, non-captive, load-extension, or category-change

cases):

v The load factor requirements as currently defined are overly complex, and even
DISCOs are unlikely to apply them uniformly or accurately. This will make the
incremental consumption package unnecessarily complicated, leading to confusion
and inconsistent implementation across regions. To simplify and ensure fairness, the
baseline or load factor shall instead be determined using a three-year weighted average
of verified consumption as follows:

e 50 percent of FY 2024-25,
e 30 percent of FY 2023-24, and
e 20 percent of FY 2022-23.

v All complicated load factor determinations for captive users, non-captive users, load-
extension cases, or category-change cases, from the benchmark reference years up to
the end of the package, shall be treated under the same methodology to ensure fairness
across the industrial sector and to protect government revenue.

v Every new year, the latest three fiscal years should be considered for the weighted
average, which automatically eliminates the need for any artificial escalation factors
such as the 2.8 percent annual increase, keeping the calculation simple, consistent, and
reflective of actual operational performance.

v This formula should apply uniformly to all industrial consumers without any
restriction or cap on maximum usage. It automatically accounts for shifts from captive
to grid supply and ensures that each consumer's historical and current operational
trends are reflected accurately.

v For new industrial consumers / New Connections without a prior consumption record,
a 50 percent load factor may reasonably be applied for baseline determination
throughout the tenure of the package. This ensures parity while preventing over- or
under-estimation of expected demand.
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inefficiencies, and capacity-related distortions which continue to undermine industrial
competitiveness and suppress demand.

KATI highlighted'that as per NEPRA's FY 2025-26 consumer-end tariff determination,
industrial consumers collectively bear Rs.131.3 billion per year in cross-subsidies used to
finance other consumer classes. Such transfers have effectively converted the industrial base
into a source of indirect taxation-for inefficiencies in other segments. At the same time, the
Federal Government injected Rs.801 billion from fiscal space and TDS allocations to reduce
circular debt, yet distribution losses and non-recoveries remain unresolved. It is
economically unsound and operationally unjust to expect industries to increase power
consumption while continuing to subsidize inefficiencies that lie outside their control.
NEPRA may adopt a phased roadmap for the gradual elimination of cross-subsidies and
transition to a cost-of-service pricing structure. Once industrial tariffs reflect their true
economic cost, incremental demand will materialize organically and sustainably

KATI also submitted that electricity tariffs for industry have continued to rise. When the
base tariff itself continues to escalate faster than the proposed discount, the scheme fails to
create any real relief, and industries ultimately face a higher blended cost.

KATI further mentioned that base industrial tariff be reduced to below 9 US cents per kWh,
equivalent to Rs.25.65/kWh at the prevailing PKR.285/USD exchange rate. A competitive
short-term band of 8-9 cents (= Rs 22.8-25.7 per kWh) should be maintained, with a
medium-term goal of 7.5 cents (= Rs 21.4 per kWh) as cross-subsidies and system losses are
progressively eliminated. At these levels, electricity becomes a facilitator of production and
exports rather than a cost burden. Unless the base tariff is reduced to this range, incremental
packages and temporary discounts cannot produce meaningful or lasting results.

KATI suggested that fixed incremental rate of Rs 22.98 per kWh should be replaced by a
cost-reflective mechanism tied to the 12-month average marginal cost of generation, subject
to quarterly review by NEPRA. An incremental rate of Rs 16 per kWh, which still remains
above the national average marginal generation cost, would be both economically rational
and fiscally sustainable. The existing 60 percent load-factor condition is impractical. Most
B3 consumers operate one or two shifts corresponding to 30-45 percent utilization. The
threshold should therefore be reduced to 40 percent to reflect realistic operating conditions.
Similarly, the 2.8 percent annual escalation in the baseline is inconsistent with present
market realities and should be suspended or reduced to 1 percent until sustained industrial

recovery is evident.

KATI also submitted that the current treatment of consumers who have increased
sanctioned load, changed category (e.g. from B2 to B3 or B3 to B4), or shifted from captive
to grid supply is unjustified. Historical consumption records be preserved for all existing
consumers, irrespective of category change or load enhancement. For captive-to-grid
transitions, a uniform reference of 30-40 percent load factor should apply. Without this
amendment, the package will exclude the very industries it seeks to encourage.

KATI also mentioned that an increase in industrial electricity consumption by even 25
percent typically requires two to three years of machinery procurement, installation, and
production buildup. The existing three-year validity is insufficient, the incentive period be
extended or tied to the commissioning date of each industrial expansion project. The current
methodology relying on sanctioned load, MDI, and complex escalation formulas is

-
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56.
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58.
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unnecessarily complicated. A transparent rule should apply: any monthly consumption
exceeding that of the corresponding month of the reference year shall qualify for the

concessional rate.
In view thereof, KATI recommended the following:
v Eliminate cross-subsidies from industrial tariffs to ensure cost-based pricing.

v Revise the 60 percent load-factor rule and remove the "new consumer” classification
for load-enhanced and captive-to-grid industries.

v Re-index the incremental rate to average marginal cost, targeting “Rs 16/kWh, which
remains above the national marginal cost but provides a real incentive to industry.

v Stabilize and reduce the base industrial tariff to below 9 US cents per kWh =
Rs.25.7/kWh) to restore competitiveness and sustain exports.

KATI also submitted its written comments post hearing wherein it reiterated its earlier
submissions and again requested that the incremental package must be simple, uniform,
equitable, and grounded in operational realities rather than administrative interpretation.

The MoE (PD) also provide written response to the queries/ concerns raised by the
stakeholders as under;

v ‘T'he incremental consumption package is not a cosmetic move, but has been designed in
accordance with Strategic Directive 69 of the National Electricity Plan 2023-27 to
accelerate the energy transition and economic growth. The claim that the incremental
consumption package is inflated with hidden subsidies, is factually incorrect. The
assertion conflates two different things: (i) Pakistan's existing average tariff design,
which indeed embeds cross-subsidies and surcharges, and (ii) the proposed incremental
(marginal) pricing applied only to additional consumption above a verified baseline, with
a flat rate. The former is structural; the latter is a targeted, marginal incentive. Mixing
them leads to a misleading conclusion. It is clarified that no cross-subsidy or surcharge
shall be applicable on incremental consumption, and the package is subsidy-neutral.

v' Circular Debt is once again rising; Regarding circular debt flow, it is pertinent to mention
that DISCOs inefficiencies (Jul-Sep) 2025 vs 2024 have been reduced by Rs. 67 billion, a
representation of the fact that the Government remains firmly committed to improving
and upholding financial discipline. Although, CD flow has been increased in the first
quarter of FY-26, the current increase is attributable to seasonal factors that influence
monthly CD movements and reverse at years end. Prospectively, it is expected that by
the end of the fiscal year, the circular debt will be contained, with no net addition to the

overall stock.

v Reduce CD stock by 780 billion; Reducing circular-debt payables isn't "temporary gap-
plugging"; it directly lowers financing costs and system risk. When payables to IPPs
linger, late-payment charges accrue. Because these obligations are backed by the
Government of Pakistan’s Sovereign guarantees, persistent arrears can trigger guarantee
calls, converting contingent liabilities into immediate cash outflows that widen the fiscal
deficit. In an adverse scenario, if the country were to default, guarantee calls could
accelerate obligations, and IPPs could suspend generation or pursue international
arbitration, exposing the state to damages and attachment risks, tightening financing
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conditions, weakening the currency, and intensifying outages and inflation. By
materially reducing CD payables now, the state curbs interest accruals and lowers the
probability and severity of guarantee invocation, stabilizing the sector and shielding

consumers.

Cross-Subsidy; It is also important to note that the industrial cross-subsidy burden has
already undergone substantial correction. Through subsidy reforms, the cross-subsidy on
industrial consumers has been substantially reduced by more than Rs.5 to Rs.5.5 per unit.
Looking forward to FY 2025-26, at Cost of Service, the overall subsidy requirement
remains broadly unchanged from the previous year. Going forward, the Government is
committed to further reforming the subsidy structure in a phased manner.

PHL surcharge; The Government has planned to fully eliminate the current CD stock as
well as the PHL surcharge in the next 5-6 years under the CD settlement plan.

Technical Verification; The claim that no independent mechanism exists to verify the
Power Division's financial or technical data is not accurate. Tariffs for each generation
technology are determined and approved by NEPRA, and generation dispatch is carried
out strictly on Economic Merit Order using advanced automated optimization tools. The
forecasting of demand, incremental load behavior, and marginal cost impacts underlying
the package is conducted using the planning models. Once monthly generation takes
place, the-Fuel Cost Adjustment (FCA) is submitted to NEPRA along with all underlying
data, where it is checked, verified, and approved through the standard regulatory
process. Therefore, suggesting that the data is unverified is not accurate.

Elimination of Cross Subsidies; The proposal to eliminate cross-subsidies disregards the
core rationale behind end consumer tariff design. Tariffs serve not only to recover costs
but also to advance socio-economic objectives. Accordingly, tariff bands are calibrated
to affordability. In this framework, cross subsidies are an intentional, longstanding policy
tool to preserve equity and affordability. However, it is reiterated that this Government
has substantially reduced the cross-subsidy burden and committed to further reforming

it in the future.

The load factors used for benchmark consumption calculations are based on the latest
Consumer Service Manual, which serves as the approved reference document for all
distribution companies. Accordingly, these load factors are being applied in the surplus
power package, Further, this approach is consistent with the previously offered packages
by the federal government.

The perception that the incentive is discriminatory is incorrect. The package provides
relief relative to each consumer's existing tariff structure. When a consumer achieves
incremental sales, their average cost per unit declines accordingly. Since the benefit is
linked to incremental consumption, it may vary based on each consumer's reference
consumption and actual incremental use. This design ensures equal opportunity for all
consumers to benefit from the incentive decrease their overall costs accordingly.

QTA; It's worth underscoring that the Quarterly Tariff Adjustment (QTA) is a regulatory

tool that corrects deviations from underlying assumptions, whether through upward or

downward adjustments. QTA for the first quarter of FY 2025-26 is minimal as compared

to high historical trends. Further, despite this QTA, the average industrial tariff for Nov-

25 would represent a reduction of Rs.16/unit compared to the tariff infield when this
WER
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Government took charge. The underlying reason of the minimal positive QTA is the
lower than projected sales leading to under recovery of the system fixed cost. This is a
routine settlement, not a discretionary tariff hike. With macroeconomic conditions
improving and revised tariff components from IPPs renegotiations, already integrated
into the current base tariff, the system has already passed on reductions to consumers
within the existing tariff framework.

v The reference consumption in the period Dec. 2023 to Nov. 2024 has the lowest
industrial sales as compared reference consumption in the proposed period. Using lower-
consumption period as the baseline, allows industries a greater opportunity to
demonstrate incremental growth and therefore derive more benefit under the package.
This approach is intended to enhance the potential relief available, not to create
distortions.

v The criteria for determining benchmark consumption for captive users, load extension
cases, wheeling consumers as well as for those shifting back to the grid, has been
developed after careful consideration and accordingly, eligible consumers will continue
to avail the benefits of the package upon fulfilling the prescribed criteria. The sanctioned
load represents a transparent indicator of a consumer's system capacity, and the
benchmark formula has been designed on this principle to ensure uniformity and fairness
across all eligible consumers.

v The package has been designed equitably, providing equal opportunities for both small
and large consumers to benefit, based on their reference consumption levels. This
ensures that incentives are linked to performance and productivity, not to size.
Moreover, such initiatives should be understood as long-term economic signals as
industries require adequate time to adjust their supply chains, investment cycles, and
operational capacities to fully capitalize on the advantages offered.

v On KE’s clarification that the formula is based on net imports, which should apply only
to current month's consumption and should not include any carry forward adjustments
from previous months, it is clarified that the example for the normal scenario remains
unchanged; however, for net-metering consumers, since the formula is based on net
imports, it should apply only to the current month's consumption and must not include
any carry-forward adjustments from previous months.

The Authority has carefully considered the submissions made by the Federal Government

in the Motion & during hearing and comments from the stakeholders.

The Authority noted that almost all stakeholders during the hearing and in their written

submissions, have raised concerns regarding excessive load factors being applied for
calculation of reference units, as compared to actual load factors, which are well below the

benchmark proposed in the Motion.

In order to evaluate the concerns of the Stakeholders, details of actual load factors of
industrial consumers during the reference period and thereafter were analyzed.

Based on the available data/ information, it has been observed that load factors proposed by
the MoE (PD) do not accurately reflect actual numbers, which are well below the level
proposed by the MoE (PD). Upon inquiry, the MoE (PD) explained that proposed load
factors have been used consciously, considering the fact at the time of rebasing of tariff for
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" the FY 2025-26, load factors for captive consumers were assumed as per the NEPRA CSM.

According to the MoE (PD), any reduction in these proposed load factors for captive
consumers would reduce their contribution toward fixed/capacity costs, which in turn
would result in positive quarterly adjustments for the remaining consumers.

For industrial consumers other than captive units, no cogent reason has been provided by
the MoE (PD) for disregarding actual load factors of existing consumers, to work-out the
benchmark consumption for new as well as those consumers, whose consumption for the
reference month is not available.

The Authority understands that the purpose of the Motion is to increase electricity
consumption for the Industrial and Agriculture consumers, by utilization of available idle
capacity, in order to spur growth and economic activity. Therefore, it would have been more
appropriate to use the actual load factors to work-out the benchmark consumption for new
as well as those consumers, whose consumption for the reference month is not available, in
order to incentivize them. At the same time, the Authority has also considered the
submissions of the MoE (PD) that lowering of the proposed load factors may result in higher
quarterly adjustments for other consumers, which is not the intention of the package. In
view thereof and to avoid any additional burden on other consumers, the Authority is
constrained to approve the load factors as requested by the MoE (PD) in the Motion.

The Authority also noted that the MoE (PD) has proposed to apply these load factors based
on “higher of MDI for the relevant month or Sanctioned load”, for calculation of benchmark
consumption. The Authority understands that by applying these load factors on higher of
MDI for the relevant month or Sanctioned load, there may be limited number of new
consumers, who would be benefited from the package. The matter was discussed with the
MoE (PD) and in order to ensure that maximum number of consumers can avail the package,
the Authority has decided to amend the formula for new consumers and for existing
consumers whose benchmark consumption is not available for any month. Accordingly, in
the formula given in the Motion, “Higher of MDI for the relevant month or Sanctioned
Load shall be considered as “MDI for the relevant month”.

Regarding concerns raised by M/s Cherat Cement for inclusion of Wheeling consumers in
the Package, the Authority in light of Section 7 (6) of NEPRA Act and the intent of the
Package to increase electricity consumption, is of the view that the applicability of the
package should be in a non-discriminate manner. Therefore, considering the intent of the
instant package to encourage industrial growth and spur economic activity, and the fact that
wheeling consumers, to the extent of benchmark consumption, would be contributing
towards fixed cost of the system as well, the Authority has decided to include wheeling
industrial consumers as part of the instant Package. The wheeling consumers, will be
considered as new consumers for the purpose of benchmark consumption calculations. Here
it is pertinent to mention that while deciding the earlier winter incentive package, the
Authority also allowed application of package on wheeling consumers, despite the fact that
the MoE (PD) in the motion did not envision allowing the same to wheeling consumers.

Here it is pertinent to mention, that during the hearing, the MoE (PD) clarified that in case
the actual marginal cost during any month, exceeds the worked out marginal cost of
Rs.22.98/kWh, the consumer availing the incremental consumption package shall continue
to be charged at the existing marginal cost of Rs.22.98/kWh. The MoE (PD) shall file a

(§ 1+
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separate request with NEPRA for revision of the Marginal cost, and the same shall become
applicable once it is decided by the Authority. Till such time, the difference between actual
marginal cost and rate of Rs.22.98/kWh being charged for incremental consumption, shall
be borne by all the consumers. However, subsequently, if the actual marginal cost for the
incremental consumption becomes lower, the consumer availing the incremental
consumption package shall continue to be charged at the last determined marginal cost, and
the benefit thereof i.e. difference between actual marginal cost and the rate being charged
for incremental consumption, shall be passed on to the rest of the consumers.

On the point raised by the MoE (PD) in its Motion regarding adjustment of any loss,
incurred under this scheme, arising from the shortfall between revenues and tariffs, the
Authority understands that since consumers availing this package would be paying their
marginal cost, therefore, ideally this shall not result in any loss under the scheme. Further,
for the period where actual marginal cost is higher as compared to what is being charged
from such consumers, as discussed above, the delta would be borne by all the consumers.
Thus, question of any loss shall not arise. However, still if there is any unforeseen loss,
which cannot be comprehended at this stage, the impact shall be borne only by the
consumers, availing the incremental consumption package.

On the point of clarification requested by K-Electric for recovery of its annual revenue
requirements through annual sales excluding incremental units consumed under the subject
initiative, the Authority noted that K-Electric has been allowed Multi Year Tariff for seven
years from FY 2024-30, wherein the Authority has allowed K-Electric actualization of sent
outs based on allowed regulatory targets, a mechanism similar to what is allowed to
XWDISCOs. Therefore, for the purpose of instant package, the treatment allowed to K-
[lectric would also be similar as of XWDISCOs, when determining/adjusting the consumer
end tariff. As such, K-Electric is obligated to extend the incremental consumption package
to its consumers as per the decision of the Authority.

[n view of the above discussion, the Authority hereby approves the instant incremental
consumption package, as outlined herein the decision, including wheeling industrial
consumers as under;

i, Rate of PKR 22.98 per unit shall be applicable to industrial and private agricultural
consumers, including both Time-of-Use (ToU) and Non-ToU categories, . of
XWDISCOs and K-Electric, on their peak and off-peak incremental consumption over
the corresponding reference period. The reference months for determining
incremental consumption shall be from December 2023 to November 2024.

ii. The proposed package shall remain effective for a period of three (3) years from the
date of approval. The package will apply on billing month basis. The scheme will
automatically expire upon completion of this period.

iii.  The package shall be subsidy neutral for both XW-DISCOs and KE consumers. Positive
Fuel Cost-Adjustments (FCAs) shall be applicable to eligible consumers on
incremental consumption. Further, Quarterly Tariff Adjustments (QTAs), Debt
Service Surcharge (DSS) and negative FCAs shall not be applicable on incremental
consumption for eligible consumers.

NEPRA .
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If incremental consumption of the industrial and agriculture sectors in aggregate
exceeds 25% growth above the baseline, a review of the incremental price and scheme
will automatically be triggered to pass on additional marginal cost.

Semi-annual reviews will take place to ensure continued cost-revenue alignment, with
the marginal tariff adjusted as necessary. The scheme will be terminated immediately
if upward tariff adjustments are required for two consecutive reviews.

Regarding adjustment of any loss, incurred under this scheme, arising from the
shortfall between revenues and tariffs, since consumers availing this package would
be paying their marginal cost, therefore, ideally this shall not result in any loss under
the scheme. Further, for the period where actual marginal cost is higher as compared
to what is being charged from such consumers, as discussed above, the delta would be
borne by all the consumers. Thus, question of any loss may not arise and may not have
any impact on the GoP subsidy. However, still if there is any unforeseen loss, which
cannot be comprehended at this stage, the impact of the same shall be borne only by
the consumers, availing the incremental consumption package.

Terms & Conditions;
The reference period for calculation shall be from December 2023 to November 2024.

This package shall be applicable to only industrial and private agricultural tariff
categories (as per notified Schedule of Tariff).

If consumption record for a specific consumer is not available or having zero reference
consumption, then benchmark consumption criteria for new consumers will be
applied for the respective period.

In case of any change in tariff category or shift from non-ToU to ToU after reference
month, the consumer shall be considered as a new consumer. However, consumer
changing slab within the same category (e.g. B2 to B3) shall not to be considered as
new consumers and for the purpose of benchmark consumption, the formula for
existing consumers with sanctioned load enhancement shall be applicable. However,
consumers shifting tariff category (e.g. Commercial to Industry) will be considered as
new consumer to avail the package.

If the status of consumers was disconnected or status of consumer meter was defective
during benchmark consumption calculation period, then benchmark consumption
criteria for new consumers will be applied for the respective period.

[f the status of consumers is defective or locked during the current billing month, the
consumer shall not be eligible for the incentive.

Detection units will neither be used for benchmark consumption calculation nor for

incremental units calculation.

Dial Adjustment effect (correction of reading other than detection) will be applied for

calculation of benchmark period consumption.
bt




Decision of the Authority in the matter of Motion filed by the Federal
Government for incremental consumption package for industrial and
agriculture electricity consumers of XWDISCOs & K-Electric

iX.

xli.

xii.

xiil,

Xiv.

XV.

22| Page

All Captives Power Plants (CPPs) will be considered as new consumers for benchmark
consumption calculations.

[f the meter of a specific consumer cannot record MDI, then only Sanctioned Load
shall be used for calculation of benchmark consumption, where applicable.

Duties and taxes shall be calculated on the consumer’s payable amount.

Net-metering consumers will be eligible for the package, if and only if there is excess
import by the consumer for the current month in the respective peak and off-peak
periods (Net meter consumer’s reference consumption will be based on imported units
only). However, their incremental consumption will be capped on.the net imported
units (Imports minus Export during current month). Additionally, the incremental
consumption shall be distributed among peak/off-peak periods on a pro-rata basis of
incremental units.

No Tariff Differential Subsidy (TDS) shall be claimed on incremental consumption
under this scheme.

Wheeling consumers shall also be eligible for this package, and will be considered as
new consumers for the purpose of benchmark consumption calculations.

Regarding net metering consumers, the understanding of K-Electric is correct
meaning thereby that for net imports, only current month’s consumption would be
considered and it should not include any carry forward adjustments from previous

months.

Criteria for benchmark consumption shall be as follows;

CRITERIA FOR CALCULATION OF BENCHMARK CONSUMPTION

Existing Consumers (Refereace

consumption available for all months) (Reft?rence Consumption for particular month) * (1+2.82

- Existing Consumers (Reference

consumption not available for any

month) (MDI for the relevant month * Total Hrs of Relevant Month *(Load Factor
- New Consumers (New Consumers: (%) of particular consutner category) * (1+2 8%)*

Consumers having counection date

after reference month)

(Reference Consumption for particular month) * (1+2.8%)

Existing Cousumer with Sanctioned +

Load (SL) Enhancement alter (((Higher of (MDI for the relevant month or New Sanctioned load)) - Old

refercuce month SL)* Total Hrs of Relevant Month *(Load Factor (%) of particular
consumer gategory)* (1+2.8%)0

u = Relevant vear of package application (1,2 or 3)

MDI = Maximum Demand indicator of the respective consumer for the given month

Hrs = No. of hours in the given month

Load Factor = Load factor as provided in the consumer service manual (as updated from time o time)
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l.oad Factors as per NEPRA

l’crccntagc of Load Factor for Different Types of Connections
[P T LLosd factor to
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01 . Smgac Phasc o T 20%
‘02 i 1_13@&']1:»; R __}5% |
}A 2GED NERAL 5U1‘l'l Y 1ARIH - FOMMERCIAL R R

‘ o _Smglc I'lmc _____ _'____':I:__w__iﬂ_%___
‘ [‘4 Three I"h"|3‘c o e e ___1____"2;51"_

.(\ JGENERALSERVICES
|05 i Singlc phase _{__ 15%

‘ [ — R == U MRS, S5

i Ahrss phiss.. Pl

_U INDY h\lRla\}__Sl{l’l'l LY

r i3-1 except for ice factories, Cold Storage, Plastic Molding,
07 L 40%
I lRm. shellers S
2
o8 | [-2, except Ice Factories, Cold Storage, Plastic Molding. <0%
-4 Ilucshcllcrs e P
0 1,_ Tlee l.!gtir!. Cold Storage, T 0%
T ' [’lmuc “oldm; Indusiry, Rice Sheller L S0%_
B3 Textile Mills and Steel Fumaces Melting lnduury and |
1y | 60%
all oiher continuous industry o
12 i " Other normal Inq;;_l_l_r.:_f_h_ki I..ngmccnng Wurks 0%
| Flour Mills B2 & B-3 ] a0%__
B AT
:‘Aa'uulluﬂ:l “F'ubewells installed in perenniul ut:u_ IS:G:_
Agricultural Tubewells installed in non-pmmmnl “arcalriver :
50%
L I e
Searp Tubewells 30%

Mu-cell:mpoud

Note: Luad Factor for B4 consumers would be used as reference for BS comumers,]

71.  The Decision of the Authority is intimated to the Federal Government for notification in

the official Gazette in terms of section 31(7) of NEPRA Act, ]9_9’?.
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