
No. 1 ( 1)/S.O B-U2020 IBCC 2025 -26
Government of Pakistan

Finance Division
@udget Wing)

*+*+)t

Islamabad, the 1 1th May,2025

Subject: Budset Call Circular 2025-26 - Climate Taeqinq of Subsidies

In continuation ofthe Budget Call Circular (BCC) 2025-26, an additional form (Form-III-
C) is hereby attached. This form has been developed as part of a new methodology to capture the

climate-relevant component in subsidies. This initiative aims to enhance and expand reporting on

climate considerations in all allocations made in the annual budget.

2. Concemed PAOs are requested to ensure submission of the duly filled-in Form-III C by

306 May, 2025. Finance Division is available for providing guidance and necessary support to

Ministriis/Divisions/Departments in filling out this form. Climate tagging of subsidies is also one

of the requirements under EFF agreed with IMF.

3. Your cooperation in this matter is appreciated, please'

(Ayesha Javed)
Deputy Secretary (Budget-I)

051-9218121

Copy for information to:

1. SA to Finance Secretary, Finance Division
2. Additional Finance Secretary @udget), Finance Division
3. Additional Finance Secretary (CF), Finance Division
4. Concemed Joint Secretaries (Expenditure), Finance Division
5. Deputy Secretary, CF/Focal Person on Subsidy tagging, Finance Division

Principle Accountine Officers/CF&AOs (Concerned)



Climete Budgel Tagging of Subsidies

Demand No:

Departmcnt:

'Choote one oflhe louowing Calegodcs;

A, Direclly Favorable
B. Indirec y Favorable
C Neurral or not assessed

D. hfaed
E Porcnrially wfavorable

Note: Thc demil of daamlniag the calcgoricg spcclftcatlons and exampl.s etc, arc glven ln lnstudba Nr, of
thtslotru

Lrst dstc of submlslon: 30'b [Iey, 2025

Prepared by:_

CF&AO/Head of Financc

Vetted and endorsed by: Deputy Secrchry (CF) concemed,

Corporatc Financc Wing

Forwarded to: Dcputy Sccrctary (Budget-l), Budget Wing,

Finance Division, lslamabad.
Ph. No. (051) 920-8121

Email ds.b|@finane.gov.ok

Verified by:

Principal Accouating Officcr

Clsssllication
Mitigation/
Adaptstion

Crtegoryt
A,B,C,D,E

Cost
Centre

No.

Cost Centre
Descrlptlon

S€ctor B.E 202s-26

-

II
r

Form III C



Background and Insaructions for Climrte Budget trgglng of Subsidies

Federal Government of Pakistan started Climate Budgcting from FY 2021-24 whercby the federal budget

has been mapped for climate relevance in thee categories ofAdaptation, Mitigation and Transition. At first

stage, the public expenditure under Rrmning of Civil Government (RoCG) and Development (PSDP) has

been tagged, Now, this tagging excrcise has been extended to other expenditures such as grants and

subsidies to idcntif the overall climate related public expenditure. Subsidies aro considerable porlion of

federal budget and it is often defined as a form of a govcmmcnt support that confers an advantage on

consumers or producers, in order to supplement their income or lower their costs. From FY 2025-26, these

subsidies will be taggcd for thcir relevance with climate. Finance Division has designed a methodology to

tag subsidies. The Form III-C has been designed which has to bc fillcd by using following instructiotrs.

Instructions to fill the Form III-C

L First of all, mention cost ccnter ID and description of subsidies. For example, Tariff Differential

Subsidy, "Metro-Bus Subsid/' ac.

2. Please mention thc category in which this subsidy cxpenditure falls. For example, Eaerry Sector,

Transport Sector, Agricultu€ Scctor etc.

3. Please provide B.E for next FY.

4. Choose the Classification for subsidy expenditure, if the expenditure falls in Climale A&ptation

or mitigation domain.

Descriptlon end Examples*

Adaptation

Mitigation Energy: Clean energy technologies, Encrry conservation and power efficiency,

Hy&opower and Rcnewable enogy, Green gowtb and fiscal rcforms in the

cncrgy sector and Electricity transmission and distribution ctc.

Example: Subsidy for Power sector- hydropower, subsidy for power transmission

etc.

Transport: Ceneral uansportation, Urbsn transport etc.

Classilication

Agriculture and Livestockr Rescarch, technology, risk managemcnt

Exemple: Subsidies for crop loan insurance schemes etc,

Itrfrsstructure: Grecn Roofs and walls, climale resilient buildings, Smart Grids

and Encrgy infrastructure

Example: Subsidy for Solar panels, subsidy for climalc/ disaster resilient buildings

and infrastructure etc.



Example: Subsidy for mass tramport to reduce pressutc ofindividual vehicles on

*Note: For Broader Classification afid lisl of areas in Climde ond Envirotmenr, please rckt lo
Forn-III-A itt BCC.

5. Thc following categories can be used to tag the subsidies for climate;

'*Note: For Broader ClasriJication and list ol arcas in Climale and Environment, please reler to
Form III-A in BCC.

Tag Description

Directly Favorrble This expenditure is focused on, or will contributc, in a tangible aod in

aspecific way, to an impmvement in onc or more areas relatcd to climale

and cnvilonmental listed in Form III-A

I rdirectly ['avoratrle This subsidy exponditure is not specifically targcted for a paticular

outcome or directed to achieve climate and environment related goal,

Howevcr, &e implemenlation of this measure is likely to contribute to an

overall improvement in one or mole climatc and environmental area,

Mired This expenditurc has impacts that are likely to be both simultaneously

fayourable and unfavourable to onc or morc arcas of climate and

cnvirounent, aud expenditure cannot bc proportionally dirrided between

favourable and unfavourable amounts.

Potentirlly unfrvorable This expenditure is likely to lcad to an incrcase in sctivity or encoruage

behavioun that would contributo to a worsening ofperformance in one or

more areas of climatc and environment, and/or any positive intended

impacts the expcnditurc may have lo be at risk ofbeing offset by negative

impacts or potcnlial tebound effeca, which may contribule lo worsening

of performancc in on€ or more areas of climale and environment

I

environmental pollution. Subsidy for electric vehiclcs etc.

Neutral or not Asscssed This expcnditure is not likely to result in a significant impacl on lhe climate

and cnvironmental related listed areas, or has not been assessed in this

iteration, or it has not been possible to detcrmine the impact of the

cxpenditure due to lack of data or cunent state of scientilic knowledge.


