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Subject:  Decision of the Authority in the matter of Fuel Charges Adjustment for the month of
September 2025 for EX-WAPDA DISCOs along with Notification Thereof

Enclosed please find herewith a copy of the Decision of the Authority alongwith Additional note of
Mr. Rafique Ahmed Shaikh, Member (NEPRA) (total 15 Pages) regarding adjustment in fuel charges in respect
of Ex-WAPDA Distribution Companies for the month of September 2025 and its Notification i.e. S.R.0.2106
(1)/2025 dated 07.11.2025.

2, XWDISCOs and K-Electric are directed that while charging the fuel charges adjustment from their
consumers, the Order of the Honorable Court(s), if any, be kept in mind and ensure compliance with the
Order(s) of the Court(s), whatsoever, in this regard. In case of non-compliance of Court(s) Order(s) the
concerned DISCO/K-Electric shall be held responsible for violating/defying such orders of the Honorable
Court(s).

Enclosure: |Decision along with Notification is _ l:
also available on NEPRA’s website| W

(Wasim Anwar Bhinder)
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Fuel Charges Adjustment for XWDISCOs for the month of September 2025

1.

1. Pursuant to the provisions of Section 31(7) of the Regulation of Generation, Transmission
and Distribution of Electric Power Act 1997, (NEPRA Act) read with the mechanism/ formula
determined by the Authority in its tariff determinations for EX-WAPDA DISCOs notified in
the official Gazette, the Authority is mandated to make monthly adjustments in the approved
tariff on account of variations in the fuel charges on a monthly basis in order to effect
adjustments in the approved tariff of the EX-WAPDA DISCOs on account of variations in

fuel charges.

In order to effect adjustments in the approved tariff of the EX-WAPDA DISCOs due to the
variations in the fuel charges for the month of September 2025, a request was filed by CPPA-
G vide its letter dated October 15, 2025. CPPA-G has worked out the fuel cost for the FCA
claim for September 2025 as under:

Actual Fuel Charges Component for September 2025 Rs.7.2873/kWh

Corresponding Reference Fuel Charges Component Rs.7.6998/kWh

| Net Fuel Price Variation for the month of September 2025 Decrease | (Rs.0.3681/kWh)

The Authority has reviewed the request/information provided by CPPA-G (attached as Annex-
1) seeking monthly fuel cost adjustment (FCA). From the perusal of the information so provided
by CPPA-G, the actual pool fuel cost for the month of September 2025, as claimed by CPPA-
G, is Rs.7.2873/kWh (source wise data attached as Annex-II), against the reference fuel cost
component of Rs.7.6998/kWh as indicated in the Annexure-IV of the notified consumer-end
tariff of Ex-WAPDA DISCO:s for the FY 2025-26. The actual fuel charges, as claimed by CPPA,
for the September 2025 decreased by (Rs.0.3681/kWh) as compared to the reference fuel

charges.

Notwithstanding the fact that the monthly adjustment on account of fuel charges variation is
made in pursuance of the provisions of section 31(7) of the NEPRA Act, as well as on the basis
of a mechanism/formula already determined by the Authority in its annual tariff
determinations for EX-WAPDA DISCOs, yet in order to meet the ends of natural justice and
to arrive at an informed decision, the Authority decided to conduct a hearing in the matter.
The advertisement for hearing along-with salient features and details of the proposed
adjustments, in the approved tariff, were published in the newspapers on October 22, 2025 and
also uploaded on NEPRA website for information of all concerned stakeholders.

The Authority conducted the hearing in the matter on October 29, 2025 at NEPRA Tower,
Ataturk Avenue (East), G-5/1, Islamabad and online through Zoom. The date of hearing was
mentioned in the advertisement published in newspapers and also uploaded on NEPRA's
website, whereby participation in the hearing and filing of comments/ objections from any
interested/affected person were invited. Separate notices were also sent to the interested /
affected persons.
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6. On the scheduled hearing date, representatives of CPPA-G, National Grid Company (NGC),
Independent System & Market Operator (ISMO), general public and Media were present.
However, no representative was present from Sui Southern Gas Company Limited (SSGCL),
Sui Northern Gas Pipelines Limited (SNGPL) and Ministry of Finance despite serving of
hearing notice.

7. Representative of CPPA-G presented the case before the Authority. While explaining the
source wise generation, representative of CPPA-G stated that there was negative -5.32%
growth in generation compared to generation assumed in the reference tariff as follows:

Fuel Energy (bkWh)
—
Hydel 484 364% - Hydel o am  380% -
Coal- Local 159  11.9% 12.74  Coal- Local 1.20 9.5% 13.01
Coal- Imported 0.59 4.4% 15.03 Coal- Imported 1,02 8.1% 13.74
HSD - 0.0% . HSD - 0.0% .
F.O. 0.27 2.0% 3250 F.0. 0.10 0.8% 28.24
Gas 1.26 9.5% 10.31 Gas 0.94 7.5% 13.50
RLNG 161 12.1% 2596 RLNG 1581 14.4% 2119
Nuclear 2.42 18.2% 1.76 Nuclear .23 17.7% 2.19
Import from Iran 0.02 0.2% 36.10  Import from Iran 0.02 0.2% 23.89
Wind Power 0.47 3.5% - Wind Power 0.34 2.7% .
Solar 0.11 0.8% - Solar 0.11 0.9% .
Bagasse 0.12 0.9% 10.37 Bagasse 0.03 0.3% 9.83
Mixed - 0.0% +  Mixed ) . 0.0% .
Total 13.30 100% 7.44 Total 12.59 100% 7.09
Previous Adjustment —_—oor
717
Growth -5.32%

8. The following utilization factors for gas and coal-based power plants for the instant month
were presented during the hearing.

Description : Capacity | Energy KWh | Plant Factor
China Power Hub Generation cgngny ' 1,249 '___2',§SBI,4_00 ) 03_?6_
Huaneng Shandong Ruyi Energy . 1,244 470,554,300 | 53% |
Port Qasim Electric Power Company | 1,243 279,238,100 } 31% ‘
Lucky Electric Power Company 607 165,376,700 38%
Coal- Imported 4,342 918,127,500 29%
Engro Powergen Thar (Pvt) Limited 601 204,874,700 47% |
Thar Energy Limited | 300 163,453,900 | 76%
Thar Coal Block-1 Power Generation | 1,213 675,999,100  77% I
ThalNova Power Thar (Pvt.)Ltd 300 157,367,200 73%
Coal- Local 2,414 1,201,694,900 69%
Gas
Liberty Daharki Power Limited | 221 85,986,800 54%

Uch Power Ltd. 548 327,042,000 83%
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9. Representative of ISMO also presented the case before the Authority. While explaining the
generation pattern, representative of ISMO stated that the following deviation has been seen
throughout the month between day time demand vis a vis night time demand:

Generation Pattern 17-09-2025 {;163, —

10. Further ISMO also submitted the following maximum and minimum demand during the
month vis a vis the respective numbers in relevant month last year:

Max (MW) 22806@2hrs (17 Sep) 21707@2400hrs ( 25Sep)
Min (MW) 12582@1200hrs (06 Sep) 13228@0800hrs (28Sep)

11. Different commentators raised their concerns during the hearing. The comments relevant to
the FCA are summarized as under:

v" Mr. Tanveer Bari, a commentator, inquired about the impact on the FCA of K-Electric’s (KE)
procurement of energy from the National Grid. CPPA-G responded that during August 2025,
the incremental procurement 1 billion units by KE resulted in an additional Energy Purchase
Price (EPP) of Rs. 8.9 billion, while KE contributed around Rs. Rs. 12.5 billion in capacity
charges, thereby indicating that the said procurement was beneficial for the National Grid.
Further, the Authority directed CPPA-G to submit an analysis regarding the impact of
additional drawl by KE on the overall FCA number.

v" Mr. Rehan Javed endorsed the comments of Mr. Tanveer Bari and further inquired whether
system capacity would be available if Lucky Electric were connected to the Thar coal mines
via the railway link. In response, CPPA-G clarified that the proposed railway link is not
dedicated to Lucky Electric, but rather a shared infrastructure intended to facilitate the
transport of local coal for various industries across Pakistan, including the cement sector.
Mr. Rehan also sought clarification regarding the expected industrial package, to which the
Authority responded that no such petition has been submitted to NEPRA to date. Should
such a petition be filed, it will be considered and deliberated upon in due course.

v" Mr. Rehan Javed, further, submitted the following through email after the hearing:
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“ 1. Uniform FCA Policy — Requirement of Comparative Disclosure

It is respectfully submitted that following the implementation of the uniform Fuel Cost
Adjustment (FCA) mechanism, it is now essential to transparently quantify its actual impact
on both national subsidy requirements and consumer costs, particularly for Karachi.

To this end, it is requested that the Authority direct CPPA-G and the Power Division to
submit, in every subsequent FCA hearing, a comparative statement showing:

v' The FCA (per unit) that would have applied to K-Electric (KE) consumers had the
uniform FCA nort been in force;

V' The actual FCA (per unit) charged under the uniform FCA policy; and

v' Thener difference indicating either subsidy saving or additional burden for the
Federal Government and for Karachi consumers.

Such month-wise disclosure will allow NEPRA and the public to assess whether the
uniform FCA mechanism remains fiscally prudent, equitable, and in the true interest of
Karachi's consumers, who contribute significantly to the national economy.

2. Impact of Additional 1000 MW Supply to K-Electric on National Capacity Payments

It is further requested that NEPRA may direct CPPA-G and the Power Division to submit
a month-wise comparison showing the impact of the additional 1000 MW supply to K-
Electric on the overall capacity payments of the national grid.

The following data should be placed on record during every FCA and quarterly adjustment
hearing:

V' The total capacity payments before and after the increased supply to K-Electric;

v' The quantified reduction (if any) in idle capacity payments resulting from Karachi's
enhanced offtake; and

v' Whether such reduction has been translated into tariff relief for consumers, or if the
benefit has remained unallocated within the overall cost structure.

This disclosure will enable a fair assessment of whether Karachi's increased participation in
national power offtake has tangibly reduced the overall capacity burden on the system,
ensuring that efficiency gains are shared equitably with consumers.”

v" The Authority directed CPPA-G to provide a detailed response on the above comments made
by Mr. Rehan Javed and incorporate the same in all future monthly FCA hearings.

v Mr. Arif Bilwani, another commentator, inquired as to why KAPCO was being operated.
The CEO, CPPA-G, responded that KAPCO was operated under a valid and legal contract
during September 2025. Mr. Bilwani further referred to recent news reports suggesting that

Il




9
hep
e Fuel Charges Adjustment for XWDISCOs for the month of Seprember 2025

OGDCL had raised concerns regarding the allocation of dedicated gas to Uch power plant.
In response, CPPA-G clarified that no official correspondence had been received from
OGDCL on the matter and further informed that OGDCL has recently renewed its gas supply
contract with Uch for an additional period of five (05) years.

12. The Authority observed that while submitting the monthly FCA request, CPPA-G and
NPCC/NTDC certifies that;

i

i

1.

il

2002 Power Policy Plants

All purchases have been made from Generation Companies having valid generation License
issued by NEPRA.

Invoices of all Electricity Purchases have been processed in accordance with the rates, terms
& conditions as determined by NEPRA. Payments related to periodical adjustments are also
made as per decision of NEPRA.

. The above statement are true, based on facts and from verifiable documentary evidence. In
case of any deviation/ variation observed if not rectified at later stage, CPPA-G will be
responsible for the consequences arising out of any misstatement under NEPRA Act and its
Rules & Regulations.

ii. 1994 Power Policy Plants

i

ii.

iii.

iv.

All purchases have been made from IPPs under 1994 Policy, including Chasnupp and
excluding Tavanir, having valid generation license issued by NEPRA.

Invoices of all Electricity Purchases have been made strictly in accordance with the rates,
terms & conditions as stipulated in the respective Power Purchase Agreements.

All payments to IPPs are being made after observing all formalities provided in the
respective Power Purchase Agreements.

All purchases have been made in accordance with the Power Purchase Agreement.

The above statement is true, based on facts and from verifiable documentary evidence. In
case of any deviation / variation observed if not rectified at later stage, CPPA-G will be
responsible for the consequences arising out of any misstatement under NEPRA Act and
its Rules & Regulations.

iii. Power Plants Operations

1.

ii.

It is certified that Economic Merit order was followed as defined under section 2 of the
NEPRA Licensing (Generation) Rules 2000, while operating power plants in its fleet during
month of September 2025. However, Economic Merit Order violations if any, are purely
due to System constraints.

Partial Loading of power plants was strictly in accordance with the provision of their
respective Power Purchase Agreement and the plants were operated on partial load as per
system load demand variations and for fuel conservation where needed.
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13,

14.

15.

16.

17.

Accordingly for the purpose of instant FCA, the information along-with certification given by
CPPA-G has been relied upon. In case of any variation, error, omission or misstatement found
out at a later stage, CPPA-G shall be responsible and the same would be adjusted in the
subsequent monthly fuel charges adjustment.

The Authority, observed that CPPA-G has purchased energy of 23.795 GWh from Tavanir Iran
in September 2025 at a claimed cost of Rs.568.485 million, however, amendments to “Contract
Agreement dated November 06, 2002" between CPPA-G and Tavanir Iran for import of Power

are pending approval.

CPPA-G claimed an amount of Rs.157.297 million for the fuel cost of Hubco Narowal for the
month of September 2025. Based on the latest NEPRA determined rate the same works out as
Rs.156.126 million and has been made part of the instant FCA working, resulting in a deduction
of Rs.1.171 million in the current month cost claimed by CPPA-G.

CPPA-G also requested net positive amount of Rs.934.7 million as previous adjustments. Detail
of previous adjustments claimed by CPPA-G is tabulated below;

Power Producers Request (Rs.) | NEPRA Working (Rs.) | Adjustment (Rs.)
Total | 934,706,404 874,499,210 | (60,207,193)
Guddu 747 (45,986,100) {45,986,1“3}' 0
Mandipur (137,247,368) (137,760,805) (513,437)
Kohinoor Energy 16,248,747 16,248,747 (1]
Fauj Kabirwala (11,109,442) (11,109,442) 0
Rousch 419,858,495 419,858,495 0
Uch (26,421) (26,421) 1]
Atern 31,901,470 31,901,470 0
Liberty 9,659,460 9,659,460 0
Karachi Nuclear Power Plant-Unit-3 (2,022,025) (2,022,025) (0)
Attock-Gen 2 ] )
Nishat Power (2.613,121) (2,613,121) 0
Foundation Power (3,863,781) (3,863,781) 0
Orient (25,772,356) (25,806,797) (34,441)
Nishat Chunian 7,797,783 7,797,783 0
Salf Power {15,529,256) (15,529,258), (2)
Liberty Power 220,863,291 220,863,291 0
|Halmore (23,254,062), (23,254,062) 0
Uch-ll (86.,259,036) (86,259,036) 0
Chiniot Power 447,406,887 447,406,887 (011
Almoiz Industries 99,349,541 99,349,539 (2)
China Hub Power 878,633,350 878,633,349 (1)
Engro PowerGen Thar TPS (322,542,486), (322,542,486) 0
Layyah Sugar Mills 197,655,114 197,655,113 (1)
QATPL {425,481,907) (425,481,907, (o)
| Haveli Bahadur Shah (214,767,734 (214,767,734) o
Baloki (190,082,570) (190,082,570) 0
Port Qasim 116,398,659 116,398,659 0
Lucky Electric Power Company (23,031,256) (23,031,256) 0
Punjab Thermal Power (17,586,973) (77,246,279) (59,659,306)
Thar Energy Limited 10,575,303 10,575,303 0)
ThalNova Power Thar 25,534,195 25,534,195 0

Regarding claim of Punjab Thermal Power, an amount of Rs.59.659 million has been adjusted
based on the verified invoices and the notified rate of the Authority for the month of July 2025.
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18.

19.

20.

21.

22,

23.

24,

5.

Similar adjustments have been made for Orient Power and Nandipur resulting in adjustments
of Rs.34,441 and Rs.513,437, respectively.

CPPA-G has also requested negative adjustments of Rs.86.12 million for Uch-II, on account of
renegotiations with the IPP leading to reduction in tariff. Similar claims have also been filed
by CPPA-G in previous FCAs on which the Authority decided as follows:

“Regarding the adjustments for Attock Gen Limited, Liberty Power Tech, Nishat Chunian
Limited, and Nishat Power Limited owing to the renegotiations with the aforementioned IPFs,
CPPA-G is directed to provide detailed working in this regard. Since the adjustments are
negative therefore the same are being provisionally accounted for, any adjustment, if required,
will be made, subsequently.”

Considering the fact that the adjustment is negative in nature, therefore, the Authority has
decided to provisionally account for this amount of Rs.86.12 million in the instant FCA. CPPA-
G is again directed to provide detailed working of all such adjustments claimed in the monthly
FCAs.

In light of aforementioned decision of the Authority, the claims have been provisionally
accounted for until CPPA-G provides a detailed working on the adjustment.

Regarding claim of Chiniot Power, Al-Moiz Industries and Layyah Sugar Mills, the same
require reconciliation with CPPA-G, therefore, the Authority has decided to provisionally
account for the adjustments as per workings provided by CPPA-G. Any adjustment, if required,
based on reconciliation with CPPA-G will be made, accordingly.

CPPA-G, as per the data, has reported total transmission losses of 353.660 GWh during
September 2025. NGC, reported provisional T&T losses of 323.184 GWh i.e. 2.367%, based on
energy delivered on NGC system during September 2025. NGC in addition also reported T&T
losses of 33.990 GWh i.e. 2.890%, for PMLTC (HVDC) line. As per NGC notified tariff, the
allowed T&T loss is 2.639% only at 500KV and 220 KV network. Similarly, for PMLTC
(HVDC), the allowed T&T loss is maximum up-to 4.3%.

Accordingly, for the month of September 2025, T&T losses of 353.660 GWh have been allowed
for NGC system, as reported by CPPA-G, only at 500 kV and 220 kV network and PMLTC
(HVDC), keeping in view the aforementioned allowed limits of the Authority, which has been
included in the instant monthly FCA working,

CPPA-G, in addition, also provided details regarding net metering units procured by DISCOs.
As per the data provided, DISCOs have purchased 142.67 GWh from Net Metering during
September 2025.

Further, CPPA-G also provided data indicating that during September 2025, 34.07 GWh were
supplied by power producers having bilateral contracts with DISCOs. Regarding the fuel cost
of SPPs/CPP it is important to mention that CPPA-G has only provided NGC monthly reading
data containing the energy supplied by aforementioned SPPs/CPPs to DISCOs, however, no
corresponding fuel cost has been claimed / provided along-with the FCA data.
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26.

27.

It is pertinent to mention here that while approving the Power Acquisition Requests (PARs)
for such SPPs, the Authority also prescribed an adjustment mechanism for indexation of fuel
cost component based on prevalent fuel prices. As CPPA-G has not claimed any cost for the
energy supplied by SPPs/CPPs, therefore, in order to avoid piling up of costs and one time
burdening of consumers, the cost for energy supplied by SPPs during September 2025 has been
accounted for based on the reference Fuel cost component as approved by the Authority in the
respective PAR of such SPP/CPPs. DISCOs are directed to submit a reconciliation of the energy
purchased through bilateral contracts and cost allowed by the Authority viz a viz cost verified
by XWDISCOs for such purchases. In case, there is any differential of cost allowed viz a viz
amount verified by XWDISCOs, the same may be requested as part of FCA request through
CPPA-G. Similarly, for any procurements to be made in future months through such bilateral
contracts, DISCOs are directed to submit details of cost and energy on monthly basis for
inclusion in the monthly FCAs.

Based on the aforementioned discussion and in light of the earlier decisions of the Authority,
the Authority has calculated the fuel cost for the month of September 2025, after accounting
for the aforementioned adjustments, and including costs arising due to application of various
factors, as claimed by CPPA-G in its FCA request. Separate FCA of each DISCO after
accounting for the energy purchased from CPPA-G, bilateral contracts (Captive, SPPs) and Net
metering as part of individual basket of each DISCO has been worked out. However, since a
uniform tariff regime is applicable in light NEPRA Act, NE Policy and Plan, therefore, the
Authority has also worked out a National Average Uniform monthly FCA to be charged from
all the consumers of XWDISCOs.
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28.

29.

0 AT 0.4717) 0 495¥ 0.5673) f.4801 104198 0374

CPPA-G is directed to ensure Inter-DISCO settlement of FCA worked out for each XWDISCOs
and the FCA charged from consumers in order to properly account for the energy and cost of
each DISCO as per their own basket.

The Authority, after incorporating the aforementioned adjustments, has reviewed and assessed
a National Average Uniform decrease in the applicable tariff for XWDISCOs on account of
variations in the fuel charges for September 2025 as under;

| Actual National Avg. Uniform FCC for September 2025 Rs.7.1742/kWh
Cor_résﬁon—dil.;g I.K-.::‘f;;enlcé—l?uéra)‘a-r-g;(—:omponent Rs.7.6554/kWh
National Avg. Uniform FCA for September 2025 — Decrease (Rs.0.4812/kWh)
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30. Here it is also pertinent to mention that, in light of Policy Guidelines issued by the Federal
Government for the application of uniform FCAs on the consumers of KE as well, the instant
fuel charges adjustment of XWDISCOs, shall also be applicable on the consumers of K-Electric
with same applicability period.

31. The Authority has decided that negative FCA for September 2025 i.e. (Rs.0.4812/kWh) as
referred in the preceding paragraphs;

a. Shall be applicable to all the consumer categories of KE and XWDISCOs except lifeline
consumers, protected consumers, Electric Vehicle Charging Stations (EVCS) and Pre-paid
electricity consumers of all categories who opted for pre-paid tariff.

b. XWDISCOs and KE shall reflect the fuel charges adjustment in respect of September 2025
in the billing month of November 2025,

c. Shall be shown separately in the consumers’ bills on the basis of units billed to the
consumers in the month of September 2025, In case any bills of November 2025 are issued
before the notification of this decision, the same may be applied in subsequent month,

d. While effecting the Fuel Charges Adjustment, the concerned XWDISCOs and KE shall
keep in view and strictly comply with the orders of the courts notwithstanding this order.
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Annex-II

Generation Source GWh % Mins. Rs. | Rs./kWh
Hydel 4,783 | 37.99% - =

Coal - Local 1,202 | 9.54% 15,636 13.0113
Coal - Imported 1,019 | 8.10% 14,005 13.7379
HSD - 0.00% - -

RFO 97 | 0.77% 2,751 28.2443
Gas 941 7.47% 12,700 13.4986
RLNG 1,815 | 14.41%| 38,458 | 21.1927
Nuclear 2,227 | 17.69% 4,876 2.1893
Import Iran 24 | 0.19% 568 23.8903
Mixed - 0.00% - =

Wind 342 2.71% - .

Baggasse 34| 0.27% 335 9.8322
Solar 108 [ 0.86% = w

Enerj_y Generated 12,592 100% 89,330 7.0941
Previous Adjustment 935 0.0742
Sale to IPPs (21)| -0.17% (1,232)] 58.7443
Transmission Losses (354)( -2.81% B 0.2050
Net Delivered to DISCOs 12,217 | 97.02%| 89,032 7.2873




Additional Note of Me hnical

In continuation of my detailed dissent note annexed with the previous FCA determination (Annex-I), 1
state my firm position that no cost arising from operational inefficiencies should be passed on to
electricity consumers. The regulatory principle remains clear — only prudently incurred costs can be
recovered through consumer tariffs, and inefficiencies in planning, system operation, or project
execution must remain the responsibility of the concerned entities.

Persistent inefficiencies continue to undermine the system’s performance and inflate the overall cost of
service. For the current month, the operation of the Guddu 747 MW power plant in open-cycle mode
has imposed an additional financial impact of approximately Rs. 722 million, while Part Load
Adjustment Charges (PLAC) was Rs. 2.5 billion.

Similarly, system constraints have caused an additional burden of Rs. 302 million, and the HVDC
system utilization has remained at only 41 percent, despite consumers paying full-capacity charges.
Each of these elements reflects inefficiencies that directly increase the financial burden on consumers
and erode system efficiency.

During the reference month, the operation of the KAPCO power plant resulted in an additional financial
burden of approximately Rs. 9 million on electricity consumers due to its dispatch in violation of the
Economic Merit Order (EMO). 1 have already provided my detailed opinion on the matter, attached as
Annex-I1. Consistent with my earlier stance, I am of the view that this cost is not justified and, therefore,
should not be passed on to electricity consumers. Additionally, power plants like Neelum Jhelum remain
on outage since a long time causing a considerable financial loss to the electricity consumers.

I therefore reiterate — consistent with my detailed dissent note annexed with the Authority’s decision
— that the cost of such inefficiencies must not, under any circumstances, be passed on to consumers.
The Authority must continue to enforce accountability to ensure that inefficiencies are rectified and not
normalized through tariff adjustments,

35



Ayl —
hntg-L

Dissent Note of Member Technical

I respectfully dissent from the majority decision to shift the burden of ineﬁiciencies——speci.ﬁcally those
attributable to NTDC (now NGC)—onto electricity consumers, who bear no responsibility for these

systemic failures.

It is important to note that the need for power sector reform arose from long-standing inefficiencies that
undermined the sector’s performance. In 1992, a comprehensive restructuring plan was introduced with the
aim of corporatizing or privatizing power sector entities to improve operational efficiency, transparency,
and service delivery, However, more than three decades later, these goals remain largely unachieved. The
continued operation of power sector entities within the public sector, along with the failure to implement
meaningful corporatization or privatization, has led to cumulative losses amounting to trillions of rupees—

driven largely by inefficiencies in planning, execution, and operations.

Rather than improving, the sector has grown increasingly burdened by structural inefficiencies, threatening
its long-term viability. One of the most pressing examples is the role of NTDC, which, under its license, is
mandated to provide a congestion-free transmission network to ensure efficient and cost-effective power
delivery. Despite repeated directives and enforcement actions, NTDC has consistently failed to plan,
implement, and operate its transmission system in a manner that supports this mandate. Consequently,
consumers continue to suffer the consequences of these inefficiencics—both operationally and financially.

Historically, the Authority had acknowledged these persistent shortcomings. In January 2021, a decision
was made not to pass the financial impact of NTDC’s inefficiencies—especially merit order violations onto
consumers. This approach remained in place from Sep, 2019 and Aug 2020 to Oct 2023. However, in May
2024, a shift occurred, allowing for the possibility of releasing withheld payments related to out-of-merit

operations.

The operation of power plants in violation of the Economic Merit Order (EMO) has remained a recurring
issue, primarily due to the inability of the transmission system to evacuate power efficiently. The
Monitoring & Enforcement Department has regularly quantified the monthly financial impact of these
violations over the past five years, with comprehensive assessments also undertaken by independent
consultants and a third-party firm. These studies unanimously attribute the resulting inefficiencies—and
associated financial losses—to NTDC'’s operational and planning failures.

Between July 2019 and October 2023, out-of-merit generation due to transmission constraints led to
avoidable costs of approximately Rs. 41 billion (Annex-A). The Authority had previously withheld this
amount to protect consumers from being unfairly burdened by NTDC’s inefficiencies. Although out-of-
merit generation continued beyond October 2023 and incurred a cost of around Rs. 83 billion by June 2025,
this amoynt could not be withheld and was ultimatey passed on to gonsumers (Annex-B). T o~
Cong i opinier , s armsy nzh& d i vetavertd Jree NITDC
Moreover, the financial burden on consumers has extended beyond merit order deviations. Approximately
Rs. 50 billion in additional costs was passed on to consumers due to RLNG shortages—another inefficiency
rooted in poor coordination and inadequate supply chain planning. Independent assessments, including the
Joint Venture (JV) report and the USAID expert evaluation, corroborate that these losses stem from
NTDC'’s chronic delays, weak planning, and ineffective execution.

Compounding these concerns is NTDC’s failure to complete approved investment projects within
stipulated timelines. The Lahore North Grid Station is a case in point, where significant delays have not
only led to the underutilization of the HVDC line but also curtailed the evacuation of cost-cffective southem
generation. Every delay and cost overrun directly translates into inflated o®hsumer tariffs and undermines

the Authority’s efforts to ensure accountability.

.




@ 1tisimportant to note that NTDC has received an investment of Rs 570 billion from FY 2018 to FY 2025,
which has been paid for by consumers through tariffs.

It has been observed that time and cost overruns are recurring issues in nearly every NTDC project. These
delays not only lead to significant increases in overall project costs but also contribute to higher tariffs,
driven by the increased operational expenses associated with delayed implementation. Moreover, the
absence of a formal, commercially binding service level agreements between NTDC and other key
stakeholders, such as the DISCOs, further exacerbates the problem. Establishing such an agreement is
critical, as it would provide a structured and enforceable framework to uphold service standards and ensure
operational accountability across all parties involved.

The Authority’s decision, under-signature, to uphold its earlier stance of not withholding fuel charges on
account of Economic Merit Order (EMO) violations — and to reverse its prior decision to pass on the
previously withheld amount of Rs. 41 billion to consumers — effectively shifts the burden of inefficiencies
onto electricity consumers, despite no fault of their own. This reversal, particularly while many of the
underlying systemic constraints remain unresolved, not only compromises consumer protection but also
undermines the regulatory credibility of the Authority.

Furthermore, the Authority has decided that, for future monitoring and reporting of EMO (Economic Merit
Order) violations, the M&E Department will no longer forward the violation amounts to the Tariff
Department. Instead, the matter will be presented to the Authority on a biannual basis.

[n this regard, I would like to refer to the Authority’s earlier decision (copy attached as Annex-C) issued
in the Monthly FCA determination for February 2021, which clearly states that EMO violation details,
along with their financial impact, shall be submitted tg the Authority on a monthly basis.

™on bafro '

Therefore, [ maintain that the original approaclﬂ"should continue for the following reasons:

+ Recurring inefficiencies and violations should be reported to the Authority as promptly as possible
to enable timely corrective actions.

« This will ensure all stakeholders — including electricity consumers — are kept informed about the
lack of action by power sector entities, whose inefficiencies directly impact consumers.

Ideally, there should be legally binding commercial agreements between Generation Companies
(IPPs/GENCOs), the Transmission Company (NTDC/NGC), and Distribution Companies (DISCOs). In
situations where the most economical (cheapest) available power is not delivered to end consumers, the
corresponding capacity payments should be withheld from the generation companies for the undelivered
encrgy. Additionally, penaltics should be imposed on any entities responsible for such inefficiencies, as
they contribute to increased operational costs within the power sector, Where the failure to deliver cost-
effective power arises due to network constraints on the part of the transmission or distribution companies
(NGC or DISCOs), the resulting financial losses should be recovered from the respective responsible
entities. At a minimum, the burden of inefficiencies caused by power sector entities should not be passed
on to electricity consumers through higher costs when the consumers are not at fault.

In light of the above, I disagree with the decision to release of the withheld amount and pass on to the
electricity consumers as Prior Year Adjustments (PYA). Doing so would signal regulatory leniency in the
face of persistent non-performance and inefficiency. It would also set a precedent, potentially inviting
further complacency from sector entities at the expense of consumers.
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NOTIFICATION

Islamabad, the 7th day of November, 2025

S.R.O. M%(l)iZOZS: — Pursuant to amendment in Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (NEPRA Act) through Regulation of Generation,
Transmission and Distribution of Electric Power (Amendment) Act 2011 (Act No. XVIII of
2011), amended subsequently through Act No. XIV of 2021, the National Electric Power
Regulatory Authority has been mandated to make the adjustments in the approved tariff on
account of any variation in the fuel charges and notify the same in the official Gazette.

2 [n exercise of power conferred by fourth proviso of sub-section 7 of Section 31 of NEPRA

Act. the Authority has made the following adjustment on account of variation in fuel charges for
the month of September 2025 in the approved tariff of Ex-WAPDA Distribution Companies

(XWDISCOs):

Actual National Avg. Uniform FCC for September 2025 Rs.7.1742/kWh
(In.rrcspon'ding'f{_eference Fuel Charge Component Rs.7.6554/kWh
‘National Avg. Uniform FCA for September 2025 - Decrease (Rs.0.4812/kWh)

3 In light of Policy Guidelines issued by the Federal Government for the application of

uniform FCAs on the consumers of KE as well, the instant fuel charges adjustment of
XWDISCOs, shall also be applicable on the consumers of K-Electric with same applicability
period.

4. The Authority has decided that negative FCA for September 2025 i.e (Rs. 0.4812/kWh)
as referred in the preceding paragraphs;
a. Shall be applicable to all the consumer categories of KE and XWDISCOs except

lifeline consumers, protected consumers, Electric Vehicle Charging Stations (EVCS)
and Pre-paid electricity consumers of all categories who opted for pre-paid tariff.

b. XWDISCOs and KE shall reflect the fuel charges adjustment in respect of
September 2025 in the billing month of November 2025.

¢. Shall be shown separately in the consumers’ bills on the basis of units billed to the
consumers in the month of September 2025. In case any bills of November 2025
arc issued before the notification of this decision, the same may be applied in
subsequent month.

d. While effecting the Fuel Charges Adjustment, the concerned XWDISCOs and KE
shall keep in view and strictly comply with the orders of the courts notwithstanding

this order. !:

% \J_o»"‘ (Wasim Anwar Bhinder)

Registrar
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