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Dear Sir,

Please find enclosed herewith the subject Decision of the Authority (total 23 Pages).

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

Enclosure: �� �	��1�

Secretary,
Ministry of Energy (Power Division), 
‘A’ Block, Pak. Secretariat, 
Islamabad.
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1. Secretary, Ministry of Finance, ‘Q’ Block, Pak Secretariat, Islamabad
2. Mr. Shehriyar Abbasi, Deputy Secretary, Cabinet Division, Cabinet Secretariat, Islamabad
3. Chief Executive Officer, Central Power Purchasing Agency Guarantee Limited (CPPA-G), 

Shaheen Plaza, 73-West, Fazl-e-Haq Road, Islamabad
4. CEO K-Electric KE House, 39-B, Sunset Boulevard, Phase-II DHA, Karachi

http://www.nepra.org.pk
mailto:registrar@nepra.org.pk
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Background

1. 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 ofXWDISCOs 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.

2. 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.

3. The MoE (PD) explained that considering the above, the Federal Government has approved 
the incremental consumption package for industrial and agriculture electricity consumers 
lor 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.

4. 'rhe 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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C. 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.

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).

■ 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.

■ 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.

■ If 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.

■ 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 
consumption available for all months)

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

Existing Consumers (Reference 
consumption not available for any 
month)
New Consumers (New Consumers: 
Consumers having connection date 
alter reference month 1

(Higher of(MDI for the relevant month or Sanctioned load)) * Total Hrs of 
Relevant Month "(Load Factor (%) of particular consumer category) * 
(1+2.8%)"

Existing Consumer with Sanctioned 
Load (SL) Enhancement after 
reference month

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

+

(((Higher of (MDI for the relevant month or New Sanctioned load)) - Old 
SL)* Total Hrs of Relevant Month ’(Load Factor (%) of particular 
consumer category)* (1+2.8%)"

n « Relevant year of package application (1.2 or 3)
MD1 = 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 to time)
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inefficiencies, and capacity-related distortions which continue to undermine industrial 
competitiveness and suppress demand.

50. 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 IDS 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

51. 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.

52. 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.

53. 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.

54. 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.

55. 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. 1 he current 
methodology relying on sanctioned load, MDI, and complex escalation formulas is
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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.

56. In view thereof, KATI recommended the following:

✓ Eliminate cross-subsidies from industrial tariffs to ensure cost-based pricing.

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

✓ 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.

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

57. 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.

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

V The 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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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.

/ 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.

✓ 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.

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.

✓ 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.

59. The Authority has carefully considered the submissions made by the Federal Government 
in the Motion & during hearing and comments from the stakeholders.

60. 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, v/hich are well below the 
benchmark proposed in the Motion.

61. 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.

62. 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.

63. 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.

64. 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 lor 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.

65. The Authority also noted that the MoE (PD) has proposed to apply these load factors based 
on “higher of MD1 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”.

66. 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.

67. 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
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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.

If 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.



�������� ��	� ��� �� ��������� ��� ���� ������� ��	������ �	���� ��� ���� ��������  
���������� �	�� ������������ ������������ �������� �	�� ����������� ����  
����������� ������������ ���������� ��	��*��!"#� �$ �%&'�������

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

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

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

xii. 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.

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

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

xv. 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.

xvi. Criteria for benchmark consumption shall be as follows;

CRITERIA FOR CALCULATION OF BENCHMARK CONSUMPTION

Existing Consumers (Reference 
consumption available for all months)

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

- Existing Consumers (Reference 
consumption not available for any 
month)

- New C onsumers (New Consumers: 
Consumers having connection date 
after reference month)

(MDI for the relevant moutltl) * Total Hrs of Relevant Month *(Load Factor 
(%) of particular consumer category) * (1+2.8%)"

Existing Consumer with Sanctioned 
Load (SI.) Enhancement after 
reference mouth

(Reference Consumption for particular month) * (1+2.8“/^*
+

(((Higher of (MDI for the relevant month or New Sanctioned load)) - Old 
SL>* Total Hrs of Relevant Month *(Load Factor (%) of particular 
consumer category!? (1 +2.8^1!

u = Relevant year 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 to time)
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