TO BE PUBLISHED IN THE GAZETTE OF PAKISTAN
EXTRA ORDINARY, PART-1

National Electric Power Regulatory Authority

NOTIFICATION

g,.u.%

A

Islamabad, thed day of July, 2025

S.R.O. 133 (1/2025.- In pursuance of Sub-Section 7 of Section 31 of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of 1997), NEPRA
hereby notifies the Decision of the Authority dated June 05, 2025 in the matter of Write-Off Claims
of K-Electric for MYT 2017-2023 in Case No. NEPRA/TRF-362/K-Electric-2016.

2. While effecting the Decision, the concerned entities including Central Power Purchasing
Agency Guarantee Limited (CPPAGL) and K-Electric shall keep in view and strictly comply with

the orders of the courts notwithstanding this Decision.

(Wasim Anwar Bhinder)
Registrar
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) DECISION OF THE AUTHORITY IN THE MATTER QF WRITE-OFF CLAIMS OF K-
- ELECTRIC FOR MYT 2017-—2023

1 BACKGROUND

11 K-Blectric Limited (herein referred to as K-Electric or KE or Company) filed its
Integrated Multi Year Tariff petiion ('I-MYT") on March 31, 2016, requesting
determination of Multi-Year Tariff (“MYT”) for a period of ten (10) years commencing
from July 01, 2016 to June 30, 2026. The said petition was decided by the Authority,
vide determination dated 20,03.2017 (“Determination”), allowing K-Electrica MYT for
a period of seven (7) years from July 2016 to June 2023,

12  K-Electric, being aggrieved by the Determination, filed Motion for Leave for Review
(“MLR"), which was accordingly decided by the Authority vide decision dated
09.10.2017 (“MLR Determination”). Subsequently, K-Electric, vide their letter dated
Oct 12, 2017, requested the Ministry of Energy (“MOE"), Power Division (“FD"), to file
a reconsideration request with NEPRA against the determined MYT. The
reconsideration request was decided by the Authority vide decision dated 05.07.2018
(“Final Determination”). The MYT of K-Electric was notified by the Federal
Government vide SRO dated 22.05.2019.

13  The Authority in the Determination, allowed actual write-offs to K-Electric as under
(para 25.13.19);

#....the Authority has decided to allow the Petitioner actual write offs of Rs.2,782
million {which works out to 1.78% of the Petitioner’s assessed sales revenue for the
base year) i.e. Rs.0.22/kWh as per the latest available information for the FY 2015-16,
based on 12,865 GWh sold, for the purpose of base case assessment. Here it is
pertinent to mention that while assessing 1.78% cap on Petitioner's total sale revenue
for the year has been worked out by considering write off against the Private sale.
only, it does not include any write off against Government Entities and the same
principal would continue while calculating profit claw back whereby any write off
against Government entities will not be allowed. For the purpose of actual write offs
in future the Petitioner shall complete the following procedures;

i The connection has to be permanently disconnected for more than 3 yeats and
due process of law as per the Land Revenue Act has been followed.

i, The amount to be written off shall be duly approved by the Board of Directors
(BOD) of the Petitioner.

iii. The amount of write off shall be duly supported with the details pertaining to
the name & address of the premisesfconsumers, CNIC ete.”
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Subsequently, the Authority in the MLR Determination, modified the critetia for write-
offs as under (para 20.26);

“The Authority has allowed write offs @ 1.69% of the assessed sales revenue for the
each respective year during the tariff confrol period. In addition, an amount of
Rs.48,594 million as provision for debts considered doubtful is also available with K-
Electric as per its Audited Financial statements for the FY 2015-16. The following
criteria with respect to write offs shall be observed.

i

iv.

The connection has to be permanently disconnected for more than 3 years and
due process of law to recover the outstanding dues as arrears of Land Revenue
has been followed. In case where ownership of a premises is disputed, K-Electric
shall certify that it has made best efforts to recover the outstanding amount but
the amount is not recoverable, than it will be considered for write offs,

The amount to be written off shall be duly approved by the Board of Directors
(BOD) of K-Electric.

The amount of write off shall be duly supported with the details pertaining to
the name & address of the premises/consumers, CNIC etc.

The write offs will be considered by the Authoritjr by ensuring the amount
recommended for write offs has not been taken by K-Electric in any other way.”

The Authority clarified that the aforementioned criteria was to be observed in all cases
of write offs (para 20.27 of determination dated 09.10.2017).

The Authority afterwards vide Final Determination, reconsidered the write off criteria, -
as under (para 26.26);

i

iv.

The defaulter connection to be written off shall be disconnected.

The amount of write off shall be approved by the KE BoD> which shall certify that
KE has made all best possible efforts to recover the amount being written off.

KE Auditors shall verify that the amount is non-recoverable notwithstanding the
efforts of the company.

The terms of write off shall also be given in detail.

In case any amount written off is subsequently recovered from the customer, the
recovered amount shall be adjusted in next yeat's tariff.
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Pursuant to the above, K-Electric filed its write-
23 along-with its quarterly adjustment requests
dated 18® March 2025 also filed additional wr
MYT2017-2023. A summary of the total write

off claims for the FY 2016-17 to BY 2022-
for the relevant quarters. KE vide letter
ite off claims pertammg to the billing of

-off claims filed by K-Electric is provided
hereunder: , :
[ . Initial | Subsequent | Pendmg Additional | Total
Year _ . Clzum Recovery J Clalm ! Clanns ' CIamt_s
- FY 2016 17. 5
. ‘ FY 2017—18— tf ,-\c.'~ ‘“?“} 4 \

j?% *FY :2018*’ ‘9 "_-' jj_;ﬁﬂ "—'Zr‘*’:

gk Fyzozafm SR

- FY 2021-24
- FY 2022—23
Tot fal’, T.“_'..",
8 K—Electnc also prowdedwsupport:ng ev1dence to substantlate lfS clam whlch mcluded
.~ details ofthe cIalmed" m1te-oHs alopg-wﬁx coqus of erte ofﬁ PQhCYf Managelnent
- Prccedures, Aualtors Ver]ﬁcatton procedure and Board Resqutlons
1.9 Category wise summary of write offs is prowded hereunder
. ‘ Noof - [~ 'Wite Off, | Writeoff. |
Description consumers Amount o
| (Rs. Million} °
Residential 460,635 63,201 83.12% |
Commercial 97,731 10,657 14.02%
Agricultural 775 643 . 0.85%
: Bulk Supply 13 384.  050%
Geéneral Services 1,141 - 352 (- - 0.46% - -
110 Range wise summary of write offs is provided hereunder:

/

Cw




i;mmg} Decision in the Matter of Write-Off Claims of K-Electric for MYT 2017-2023

e bt

Write off
No. of Weightage | claim (Net of | Weightage Cumulative
Dues Ranges Cases §/§ ® write back) §/§ ° Weightage %
: Rs, Million
Up to 100,000 376,383 67.02% 9,683 12.74% 12.74%
100,000 to 500,000 147,422 26.25% 34,566 45.46% 58.20%
500,000 to 1 million 31,156 5.55% 20,891 27.48% 85.67%
1 million to 2.5 million 6,237 1.11% 8,200 10.78% -96.46%
2.5 million to 5 million 307 0.05% 1,014 1.33% 97.79%
5 million to 10 million 74 0.01% 504 0.66% | 98.45%
10 m1lhon above 36 0.01% 1 175 1.55% 100.00%
: L R T e O B R

111 Billing wise summary of write offs is provided hereunder:
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L. Initially disconnected but connected after settlemnent schemes / consumers agreeing to convert to metered connections as per
the categories of write off claims verified by the Auditors, This include consumers in Payinent Loyalty Reward Schemes, overdue
trade debts on account of consumpﬁon th.rough @ single connection and settlement schemes and consumers agreeing to convert

112 IBC wise detail of requested write offs is provided hereunder:
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113 * The mater was initially considered. on December 12, 2019, wherein' the” Authrity
decided that claim of write-off requires further deliberation and analysis, therefore, the _
requested actiual amount of write-offs for FY 2016-17 and FY 2017-18 along with the -
amount already built in the reference tariff was disallowed and quarterly adjustment
decisions were issued excluding write offs on 31st December 2019, Later, the Authority
decided that quarterly adjustments decisions of K-Electric be issued after deducting
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the amount of write-offs already built in the tariff as per previous practice and the

decision on the write-offs claims of K-Electric would be taken after further
deliberations.

PUBLIC HEARING

The Authority decided to hold a public hearing in the matter on 21* November 2024
which was rescheduled to 28% November 2024 on the request of KE. The hearing was
further rescheduled to 10® December 2024 due to some unavoidable circumstances.
Accordingly notice of hearing was published in newspapers and individual notices
were also issued to the relevant stakeholders. The KE write offs requests were also
uploaded on the NEPRA website along with notice of hearing. To facilitate

stakeholders, zoom participation was alsc arranged. Following issues were framed for
the public hearing; '

i. K-Electric was allowed to claim write off for-the control period of MYT i.e. FY 2016-
17 to FY 2022-23. Whether KE can claim write off for the period prior to FY 2016-17?

ii. K-Electric was allowed to deduct provision for doubtful debt from the profits in
some years while calculating claw back resulting in lower amount of claw back. Can
K Electric claim the same doubtful debt as write off again? '

iii. K-Electric was allowed a varying margin of law and order during the control period
with 5.2% in base case to cover losses of Hook connections. Can K-Electric claim non

recovery of bills issued against Hook connections while hook connections were
disallowed in earlier MYT?

iv. K-Electric was required to make all best possible efforts to recover the amount being
written off. However, K-Electric has not done any legal proceeding for recovery of
bills less than Rs. 10 million as per available framework. s it justified legally?

v. NEPRA determined tariff does not account for duties and taxes on bills. However,
K-Electric has claimed write off amount including taxes and duties of defaulting

consumers. Can K-Electric clam amount of taxes and duties on the unpaid bill in the
write off case?

vi. Can bills only few months old be claimed as under recoveries / write offs? What
should be the duration?

vil. Is K-Electric required to provide CNIC no. of the consumers who have defaulted on
payment of bills and being claimed in the write off?

L
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viii. Is K-Electric required to observe provision of consumer service manual in
connection, disconnection and Re—connechon/ recoveries related to wnte off cases?

ix. Can K-Electric claim write off for the consumers who defaulted on payment and
their connections were reconnected without recovery of outstanding bills?

X. Can KE claims non recovered bills which are for supply of electncfry for more than

two MOr_lﬂls as electncffy 1s required to.be chsconnected after- default of two months B
' 'and eqmpment is requn:ed to. be;removed after 3 months?'ﬂ s “'ﬁ--—-#l X TT : u,; e

. ;.p.m

L dil‘ECfO’rS and ok vetted/approv—re'd
automa’acally”

‘ p :. R ‘::'v _. A Ns_j_ﬁ:.‘ ta ',".--* oy * -,,’_.’ “ - ;—' s .'l l; ‘ _" - s ' . ‘_-‘*___
R Whetli’erf K:Electt‘lc ;Be . aﬂoig\gﬁe_d, begeﬁ;gfzafcost—}=undemecoverr65”€m‘ﬁj)ensa feq

FefEt L

- i K—Electncm 1@5&;‘1&0& ciauns has*m—clude&amounts"relatm‘g‘“fé%seounﬁﬁeme B
‘bemg offered® byI( Electmc. to it defaulting: consiimmers: coriectiors ;bf bxlls I
detectlons bill ete; Can K—Electnc dalm the~ dlscounts offeged_qrf correchon of
blllsfdetectlen bﬂls to consqmers ag ynfe—offs? R .

;,,-'.-

v Any other ls.sue; ’chat anses dunng uthe: proceedmgs W1th the approval of the
" Adthority.

&
Mo

. The hearing was held -on 10%® December 2024 at NEPRA Tower, Islamabad Wthh was

s parhapa“ted by representaﬁves of I(E representahves from media; representanve of

Jamat-e-Islami,” representatives of various trade and industrial associations, Mr Arif
Bilwani.and Former Prime Minister Mr. Shahid Khagan Abbassi

3. COMMENTS/INTERVENTION REQUESTS

31 In fesponse to the notice of hearing, followihg stakeholders filed Intervention requests -
and comments in the matter: .

- 1. Arif Bilwani {(Intervener)

“ii.  Rehan Jawed, Industria] consumer (Intervener)
Hi.  Ameer Jamaat-e-Islami Karachi‘
iv.  Federal B. Area Association of Trade & Industry

v'.. ' President, Korangi Association of Trade & Industry

o N T s
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vi, Pakistan Association of ]L;arge Steel Producers
vii.  All Pakistan Textile Processing Mills Association
viii.  S.I.T.E Association of Industry
ix. Karachi Chamber of Commerce & Industry (Intervener)
x.  Corporate Pakistan Group
xi.  Overseas Investors Chamber of Commerce and Industry

xii. Bin Qasim Association of Trade & Industry.

3.2  The submissions of the stakeholders are as under:

Sr. Intervener / Submissions
Commentator
1 Mr. Arif Bilwani
(Intervener ) » The conditions of the first & second decisions adequately

safeguarded the interests of the GOP as well as the paying
consumers but subsequently in its revised decision the
Authority, in its infinite wisdom mellowed down its own
determined conditions in favour of the licensee/petitioner to the
detriment of the GOP/paying consumers.

. The claim of write off shall be restricted only for the receivables

that arose/took place and become Bad Debts during that specific
] period and not for receivables that arose before or after that
| ' period.

» KE does not deserve the whole claim of write off but only on the
defaulters for 2 months provided it has fully complied with the
provisions of the CSM and has also followed, in letter & spirit, |
the criteria set forth at clause XV of the MYT decision of 2016-23.

» Since the conditions for claiming write off have not been fulfilled,
claim of KE must be vacated.

e Regarding efficiency of KE, shared two bills with Afc No.
0400033902970, with sanctioned & connected load of 2kW,
outstanding arrears are Rs. 38.525 million and the connection is
still not disconnected. The other with A/fc No. 0400014757935
with sanctioned and connected load of 1kW, outstanding arrears
are Rs. 829,135/~ with no security deposit and the connection is
still not disconnected.

e Both the above connections are stili running. The question is
whether these are genuine or fabricated so as o claim as write

8
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off? If genuine then why have they not been disconnected in the
first instance? -

These are only samples and there may be thousands of such |
connections or bills,

Ameer Jamaat-e-

Islami,

[ am writing to express my deep concern regarding the ongoing
issue of K-Electric's write-off claims  for recovery losses.

: Accordmg to’ available informatign, K-EIegtgc is. seeking.a’|. - ..
o staggenng wnta:off ofRs 70“b:l]10n for billed: amounts aﬂegedly S
“urirecovéred. from pre-=2000 to EY “2022-23 Thi§ write-off, if | -
approved would iﬂtlmately be que by consum,ers through'.:'

[V

*

, But no fmal determmatxon has.béen 1ssued', H{e Etd@t)f a formal :

- determmghon—rmses—questrortsabcﬂfthe Process'’s transparency
and mtegnty Thege. concerns mcludes -

4= Lackof Legal ‘Action

= Inclusion of Discounts and Taxes

L Double-Countmg
3 ~ :Law and Order Margm D1screpancy

- Non-compliance with consumer servme manual {CSM)

~ Re-energizing Unpald Connectxons
= Inclusion of Recent Claims

~ Unapproved Write“off terms

- Missing consumer identification

~ Absence of Legal Action attempts

- Disconnection compliance

- Thoroughly investigate the validity of these wmte—off )

claims.

~ "Ensuré all claims adhere to estabhshed recrulatzons and
Multi Year Tariff (MYT control period limitations.

- Issue a final determination on K-electric’s write-off claims,
with clear justifications for any approval or rejection.

™

i ~Inelusmn GEPre-MultYearTarﬁfmm—noa Clams P

i

mcreased tanffs or govemment sub51d1es ‘ -_ s 1 o A
U T S D = _ e E
.. Howevet, there a ‘are serious concerns about th e yalidity of t'hes__g
” clalms which have- been-repéatedly reje :by ihe“Au;.Eowr*Ity{" S
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Uphold the established regulatory framework regarding
tariff determination.

Investigate the lack of consumer identification provided by
K-Electric.

Demand evidence of legal action attempts by K-electric
before résorting to write-offs. '

Determine whether K-electric followed NEPRA’s CSM
regarding disconnections in these cases.

L ELECTS

Mr. Rehan Jawed
& Mr. Junaid Nagqi

"| Korangi

Association of
Trade and

Industry
(Intervener)

Rehan Jawed vide email dated 17-11-2024 submitted comments
and afterward intervention request along with comments was
alsc received on 20-11-2024. Subsequently, Rehan Jawed vide
email dated 22-11-2024 submitted its following revised
comments with a request to discard his previous comments.

Urge that the undisputed portion of COVID-19 subsidy,
which the Federal Government js obligated to pay under
the NEPRA order, be released by the GOP as soon as
possible.

Karachi consumers are paying significantly higher Fuel
Adjustment Charges (FCA) with respect to other DISCOs

and requested to Standardized the fuel Adjustment

Charges across all regions ton ensure fair treatment.
Imposition of PHL surcharge be removed immediately.

After detailed understanding of the matter and discussion
with K electric, if the write-off claims are not granted, K
Electric’s sustainability and investment plans will be
impacted negatively. I acknowledge that 100% recovery of

these claims is not possible in a city like Karachi. However, |

these adjustments are part of K-Electric's tariff under the
Multd-Year Tariff (MYT) framework, and no additional
financial burden should be placed on Karachi's consumers.
The city's industries are already dealing with higher FCA
charges, pending subsidy packages, and an unjustified
PHL surcharge. Additional costs in electricity bills could
lead to widespread industrial closures. The write-off claims
should be resolved as it is a determined tariff issue between
the Government of Pakistan and K-Electric, and if allowed,
the consumers should not bear the cost in the form of any
surcharge or separate billing head.

1(5Qgr ¥



Decision in the Matter of Write-Off Claims of K-Electric for MYT 2017-2023

!

Post hearing comments which are as under:

government's  responsibility
finaricial issues without adding
. . congumers and to treat electricity theft as.a
* aleady under

Your_knowl
your Krioy)

: VernIEnt Qectidesd Tl Somi b w8y
Ll Government! dédides™io Mpose’: any - additional
would'a
G BT e,

o Ko Colletive plhisHment -

g b
S

Surchargré*tb"fe*covafthese Wrifé;off.Clézﬁn_g _

qirr
ST it S 1A
R Ll A R TS 27 Led T G dtrkamy 2 am S TR
TR e and]

RTINS So

Py Paul. We als o
- imposed it couldlead to'a Law-and Order
.- would- also like:

R L VA s D

P T A L g, ﬁm -

s - additionalSurchdrge
i - . ‘»5.,:' . :yln_'.u»‘,‘;;-‘;".‘r‘t."! e T R I
i -TAssodiatio

s, Chamber

* Rehan Jawed vide email dated 17-11-2024 submitted following |

. We reject any. attempt to impose Write-Off costs as any
additiona] surcharges on Karachi's electricity bills, It is the
to " address
to the burden
‘ cﬁme-.",hw i

edge that' Kafa
N TR L e 1

andif NEPRA6¢ 7~

uty. ,Hﬁsrﬁﬁfeoﬁ‘@@iﬁliﬁmpose@pn Karac}ﬁ”—consuﬁenh —
o ,\g's‘ézsﬁ:r'gl}gg?;‘@?"b@fa~dﬁ85i§ exéﬁpig;ofRobEjjg:Rgtgg_ic
We BlsoJeaf if atly “additivnal, Syircharge.is |

isiniposed on ot electricity bills?AL |
5, C and Trade Bodies of Karacki are'on .
oo, iGnelpage‘and!we reserve thé rights ider the Law for |
fe A peéié'efui?’j:d%ébis:a_ﬁ'd'Ie';gai action in courts if required. . - |

K-Electric's
on Karachi's

Sitiom We -

Anforst. the Adthority iy if any |-

Tehseen

| President
Féc'lei'al B: Area
Alﬁi‘g_sqc“iét'idn of

" Trade & Industry

Sheikh M. L

| it will'affect théir sustainability

| resolved as we :undei;s'tandl
like Karachi. However,
is part of KE's tariff
transferred to already over

.| charges, economic- instability,’

K-Electric has approached us that if write off claims are not provided |-
7 and investment plan. With reference
to this any write-off ¢laims éoinmitted with K-Electricunder existing | .
agreemenits or the Multi-Year Tariff framework should-be fairly -

res ‘ that 100% recovery is impractical in city |.
as per the-current framework this adjustment
and hence no additional “burden shall- be
paying Karachi's consumers. The city's
| industries .are., already contending with higher fuel” adjustment B
pending subsidy package and an

unjustified PHL surcharge. Additional financial pressures :in .
AUTHOR Electricity Bills «could lead to widespread industrial dosgrés.__We '
Y understand that this write off claim is a matter of detertined tariff | -
issue and'it's befween Government of Pakistan and K-Electric and-
Government of Pakistan must make sure that if allowed to K Electric
| the Consumers should not be charged in form of any surcharge or
| separate head in billing. ‘ -
5 | Syed Wajid 1. . The Commentator requested the following for consideration |
Bukhari of the Authority: . '
. \\ _____fwwg ((—— - s e -
.- /% e .--@/ \\
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CEO/Secretary
General
Pakistan
Association of
Large Steel
Producers

allowed without independent 3w party audit and

Disallow Claims: Limit write-off claims strictly to
receivable generated during the MYT period (2016-2023)
and ensure compliance with NEPRA's original guidelines.

Audit and Verification: Mandate an independent audit of
KE's write-off claims to validate their legitimacy through
forensic third party audit.

Illegal Connections: Disallow cdlaims arising from

connections provided to illegal settlements or through
unauthorized means.

KE-Electric’s write-off claims must be rejected in their
entirety as they lack compliance with established
regulatory frameworks, are based on dubious billing
practices, and impose an unjust burden on the government
and paying consumers. Not even a Penny should be

verifications as per CSM.

Chairman

All Pakistan
Textile Processing
Mills Association

NEPRA
AUTHORITY

Karachi’s resident and industries have consistently faced
extraordinary Fuel Charge Adjustments (FCA) due to KE's
operational inefficiencies. Now, these write-off claims, which
include amounts already compensated under theft and line loss
allowances, are being reintroduced for regulatory approval.
Such practices are unacceptabie and should not be entertained,
irrespective of the period in question and demanded the
following:

Reject KE's write-off claims entirely.
Immediate Resolution of the COVID Subsidy

Strengthen Oversight and Accountability, NEPRA must
hold KE accountable for its operational inefficiencies and
require the utility to address its recovery mechanisms
instead of penalizing consumers.

Karachi’s residents and industries cannot bear any more
financial stains. NEPRA must ensure these claims are not
converted into further surcharges or tariff adjustments.

3

- President
S.I.T.E Association
of Industry

¢ S.LT.E Association of Industry vide letter dated 26% December
2024 submitted the following comments after hearing:

S.LT.E Assodation of Industry vide letter dated 25th November
2024 submitted the same comments as mentioned above.

= Inlight of K-electric’s write-off claims, we expect NEPRA

to render a prompt decision that enables K-Electric to

2N y
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D L S

maintain  operational stability = while safeguardmg
industrial stakeholders from undue financial burdens. To
our understanding, the write-off claims have been dudited

and approved by PWC, and Ferguson and were ah:eady
budgeted.

of Industries, we write to express ‘our unwavering

iR S B

= = members T Whil€”" Supporting” nutxatiVe that' ensute:

L - .' We fn.isf fhat I\IE’PRA WJIl eVaiuate this mattez; }udlcxouslyz o
FYoeii R to amve ata’ alanced resqutlon that sez:ves “that grea’cer | 5

good *

- As representatives of the SITE Superhlghway Association |

L umﬁte;;rupfed’ mdustmaf ope;ratlons e "’“'- R

commitment to protectmg the mterests of _our esteemed |-
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18 Sl ‘KCCI strongLy opEoses wrife- off damns (Rs 76 Bﬁhon-

oSS Sedfeté:ryGeneralr AppmmmateLy) of K-Electric™ Limited’ which witl: adversély '
e o Kax:achLChamber S _nnpact th&tampmg-mﬁush&akand— cormiercial-consumeis’]
. =| of Commercé & . aldng with the residential consiumers-who. reglﬂaa-bbga.jﬁtheirr -
. Industry (KCCI) bﬂls or fiffie. Furthermdr_"'r_K;:'

- '__For anymgmt&
ey ‘prowde ju (i documentaﬁon to NEPRA or’,
’ other relevant autilontles*'lf K-Electnc wants o wnte off .
a consumef recexvableg;,"tbw wouid need approval under
NEPRA" gmdelfﬁé“é "“especxa]ly if' it itnphcts ‘lff
ad]ustments or . “consumer ' pricing, Accordmg
International Financial - Reporting Standards (IFRS),
© " companies can write off uncollectibje debts if they can
demonstrate that the, debts -are no Ionger recoverable K-
Electric would need to ensure that any Write-offs’ cornpiy
“with these standards and are properly ;reﬂected [n:its
* financial statements. If K-Electric's claim invoives subsidies
or other adjustments from the government (ike tariff
differentials or fuel adjustments), these may be’ treated
differertly. In such cases, K-Electric may need to negotxate
with the government and NEPRA. :

doubtful debts by reducing the profit (and stibsequiently
— the-clawback amount), using the same-debt for asevond
write-off would be considered double counting. This is_
generally not allowed under both regulatory ‘and
accounting standards. Allowing such a write-off would
mean K-Electric benefits twice from the same doubtful

debt—once through a reduced clawback and again throu gh

- If K-Electric has already benefited from the provision for'|”

L2
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Decision in the Matter of Write-Off Claims of K-Electric for MYT 2017-2023

a write-off. This would be against the principles of fair and
accurate financial reporting.

K-Electric cannot claim non-recovery of bills issued against
hook connections if those hook connections were
disallowed in an earlier Multi-Year Tariff MYT)
determination.

It may not be legally justified if K-Electric has not made
adequate efforts to recover debts below Rs. 10 million
before writing them off, especially if it was required to
pursue all possible efforts as per the regulatory or legal
framework. The Companies Act and International |
Financial Reporting Standards (IFRS) generally require
companies to make reasonable efforts to collect debts
before they can justify a write-off.

K-electric cannot claim the amount of taxes and duties on
unpaid bills as part of the write off if NEPRA's determined
tariff does not include provisions of taxes and duties.

K-Electric is required to observe the provisions of the C5M
in all matters related to connection, disconnection, re-

connection, and recoveries, even in case involving write-
offs.

No bills that are only a few months old typicaily cannot be
claimed as under-recoveries or written off unless specific
conditions are met. The recommended duration before
considering a write-off is typically 6-12 months, during
which time all reasonable recovery efforts should be made.

K-Electric required to provide CNIC of consumers who
have defaulted on payment bills, especially when claiming
those amounts as write-offs.

K-Electric cannot claim write-offs for consumers who have
defaulted on payment if their connections were
reconnected after recovering the outstanding bills.

K-Electric cannot legitimately claim non-recovered bills for
electricity supplied beyond two months of non-payment if |
it failed to follow the prescribe procedures for
disconnections and removal of equipment after default.

Neither of these write-offs can be dlaimed from the other
paying consumers nor can they be claimed from GoP as
subsidy.
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- Since the tariff determination of 2016-23 already takes into
consideration the non-recovery of receivables/bad debts
written off, provision/cushion of 1.69% of KE's assessed
sales revenue has already been allowed to the KE in its base
tariff. Therefore, KE cannot clalm compensation for its
under recoveries.

- K-Electric cannot snnply claim discounts ‘offered or
correctxons to consumer,  bills as write-offs thhout
followmg proper feguiatory procedures -

R i T I T Y I PP T
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I S e = Al the promsmns regardmg New or Exxstmg Connectlon, ]
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S S ' mcludlngKE e

) . .- Bemor a pnvahzed Commermal_ Orgamzaupn, KE is- a,t
e I AU hbertytooffer any-incentive 101ts consumers/cus’comersto
T T T T "make promipt paymertt ot to ke payments of defaulted |
' |7 " amounts or ‘amount in ‘arrears’ by -availing
dzscount/remissmn in part, instahneﬁts ete. All momes,
claimed by KE as arrears, and forgone under vanous ]
schemes cannot be claimed as Write Off asit’ s a commeraal 4
* decision on pait of KE.

1‘.'-

- Are connections issued without CNle or - proper
ownership documents valid? No. connections ‘ssued
without proper CNICs or ownership documents are in
direct violation of the CSM AND NEPRA Regulations.
These failures in due diligence have resulted in untraceable
defaulters and invalid claims. KE must beir the financial
responsibility for such lapses rather than. passmg the
burden to the - Government or consumers.

- As a key stalc:eholder in Karadu power sector, KE has made
significant contributions to the city’s energy needs and
economic growth. However, the prolonged. delay” in
resolving these claims has created substantial financial'|
strain on the company, threatening its operational
sustamab1hty which could posszbly affect its ability to

9 | Corporate
Pakistan Group
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provide uninterrupted electricity to millions of residents
and business in Karachi.

The delay has also raised concerns among stakehoiders
about the company’s ability to navigate its financial
challenges, which could hinder its capacity to meet
growing energy demands, In this context, i respectfully
urge NEPRA to expedite its decision on these claims in line
with the processes outlined in the MYT determination of

July 5, 2018. |

10

Secretary General
Overseas

- Investors chamber
‘ - of commerce and

Industry

We have been informed that KE has made substantial
investments of PKR 544 billion since privatization, yet its
financial returns remain constrained due to unresolved
write-off ¢laims amounting to PKR 68 billion for the year
2017 to 2023, thereby endangering its financial
sustainability and its capacity to invest in operations and
meet future commitments.

The Government of Pakistan’s ambition to privatize
DISCOs further highlights the significance of KE as the sole |
privatized utility in the country. Its performance will serve
as a benchmark for potential investors evaluaﬁng
Pakistan’s energy sector. |

In the interest of promoting FDI snd re-enforcing investor |
confidence, we request NEPRA to fairly review KE's write-
oft claims under the approved framework.

11

Bin Qasim
Association of

Trade & Industry
(Shakil Ashfaq)

K-Electric has informed us that its unresolved write-off
claims, amounting to PKR 68 billion, have severely
constrained its financial position. This poses a significant
threat to KE's financial sustainability, its ability to maintain
uninterrupted operations, and its capacity to meet future
commitmenits.

In light of these concerns, we urge NEPRA to undertake a
fair and transparent review of KE's write-off claims,
adhering strictly to the parameters of the approved tariff
framework.

It is also imperative to ensure that any claims approved in
this process do not resuit in additional surcharges or
separate billing components for consumers, as this would
unfairly burden industries and households already
struggling with high energy costs.

,_..
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4, SECOND PUBLIC HEARING

41  While proceedings were pending before the Authority, KE vide letter No.
CEOSEC_438_160125 dated 16th January 2025 with reference to the mechanism for
write-off claims included in the Final De_teiminaﬁon and the related hearings and
discussions held on the matter, submitted that KE has filed write-off claims of Rs.

67,902 million currently under NEPRA approval, out of which Rs. 43565 million

pertain to custorner billings of non-public sector consumers for the period FY2017 to L
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S uthersubmitted that KE's actual recovery 1ogs for the period FY2017 15840023
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;. +fulfilling the, conditions for:write-offs: stipulatéd in Clause 341 (XV) of the MYT.2017-
f 20D3EA Dces: 5t Of

Accordiig 1 KE, it Has iitiated: the process for satisfaction of: conditions for™ -
- TR e G A i B S e o TR R NN 0K,
" claim of Write-offs 48 provided in thie MYT 2017:2023 ovit.of thie ynrecoversd amount:

———=5f RE797200 million detailed above, and the samhe shall be submitfed to the Authority
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A% Infutherai fefeot, KE vide Jetter No. KE/BPRINEPRA/2025/081 dated 18th Marcht- -
- 2025 submhitted that the'Conditions for.i¥rite offs SHipulated i Cliuise 341 (XV)btthe'
" Final:Determination” inciding “ARdRS® enhiarion. Favs beancOrmslotos 1o
. dditional wiite'ff daids aiiiomnt to R, §131billich for billing related to the parisdFy.
©"201746FY23. KE submitted additional claithis of Rs. 8.131 billion along with Auditor's
(PwC) letter and-KE's Board Approval -for consideration of the Authority. and
requested for earlier detefininhation of the pending write off claims. KE Board certified
that the KE has made all best possiblé efforts to recover the'amount being’ i}mtten off.

44 . . PWC in its letter stated as “the management of K-Electric Limited has approached us
for verification of additional write-off claims that they intend to submit t6 NEPRA
pertaining to MYT 2017-2023. The management has determined and submitted the
write-off claims of Rs. 8.9 billion for our verification in accordarice with the terms of
MYT 2017-2023. Accordingly, we have carried out our verification procedures in
respect of additional write-off claim pertaining to MYT 2017-23: These Verification .
procedures are the same as carried out for write-off claims recognized in the financial
statements for the year ended June 30, 2017-2023. Based on the verification procedures,

- - .. having verified the..éustomers,the amount of write-off of trade debts of Rs. 8.13 billion
claimed by the Company is found as non-recoverable, notWithstanding the efforts of
the Company in accordance with the terms of MYT 2017-2023. The verification
procedures shall become part of our audit working papers for the audit of the financial
statements of the Company for the year ended June 30, 2024 which is currently in
progress.” \ '

o \ 7S v
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45  The Authority decided to hold a second public hearing in the matter of additional write off
claims on 17% April 2025. Notice of hearing along with issues framed for the hearing
were published on 8% April 2025. Individual notices were also sent to the stakeholders
on the same date. In addition to the issues already framed and discussed during the

hearing dated 10%* December 2024, following issues were framed in the matter:

i, Whether the request of KE to file additional write-off claims pertaining to

MYT 2017-2023 is justified?

ii. =~ Whether the criteria stipulated for write-off has been fulfilled?

iii. Any other issue that arises during the proceedings with the approval of the
Authority. '

46 ° Pursuant to the notice of hearing, comments were received from some of the

stakeholders. The comments are as under:

Commentator

Submissions

Mr. Arif Bilwani

Mr. Arif vide email dated 13® April 2025 submitted comments
with respect to additional write-off claims and requested to treat
them as an extension of his earlier submissions.

Requested the Authority to immediately direct the petitioner to
furnish essential details required for proper evaluation of their
claims and for the preparation of informed comments. M. Arif
also requested that the hearing be postponed until provision of
required information

Accordingly KE was directed to immediately provide the
required mformation which was provided on 16-4-2025 to the
commentator.

In a Jater communication, requested presence of the power
division to address the queries of stakeholders.

Highlighted conflict of interest in KE's appointed auditors and
raises questions whether auditor's verify each individual claim,
were site visits conducted of every disconnected consumer and
how it was verified that reasonable effort was made to recover
the outstanding amount.

Highlighted the following provisions of National Electricity
Plan:

- The default amount relates to permanently disconnected
consumers and is unrecoverable after all possible efforts;
- The non-recovery period exceeds three (3) years;
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- White-off claims must be filed within  months of such bad
debts being declared unrecoverable.

Korangi * Mr. Junaid Nagi vide letter dated 11% April 2025 and Mr. Rehan

Association of Jawed vide .email dated 10% April 2025 on behalf of, the

Trade and Association siibmitted following formal objections and

Industry regulatory recommendatlons with respect to additional write-
‘ off claims: ;

| T T PR U FEU s aea e e e -ﬁ-ﬁ‘.,;-.h‘.-,__. e e e e e e

=, The wnte-off criteria is vague, ‘ar‘bltraxy, and open to |
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- Learning from "pa,st' - mistakes. ie. over-generous’

" ‘assumptions of -higher recovery " in' MYT, inadequate

..consequence management for. recovery failure, failure to”

" ring fence honest consumers from inefficiencies and that
such gaps be addressed not by punishing the .compliant |

. consumers but by ‘improving the ‘intefnal discipline, |
accountability and tariff structure design. -

+ Inview of the above, following is reciuested:

- Reject the proposed Rs. 8.131 billion write-off claim unless”
and until a uniform national write-off framework is
adopted and mdependently verified; if Government Wanfs -

--to pay it may do sc from the national hﬂ'v '

~  Exclude all such costs from consumer tariffs, espeuaﬂy in
Karachi, ‘which is already bearing the burden of circular_
-debt repayments via the PHL surcharge, without having
any role in its accumulation.
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—  Initiate a reform process to amend future MYTs to include
transparent recovery loss bands and performance
incentives;

- Ensure that Karachi's paying consumers are protected
from the financial implications of failures they had no part
in creating.

e Inaseparate communication requested to postpone the hearing
as the matter is already under consideration at the Federal
Government and the Committee has been formed to resolve the
issue through inter-ministerial coordination.

HBL « Being one of KE's largest lender, requested that if NEPRA is
satisfied with genuineness of the claims and KE has adhered to
the prescribed procedures and fulfilled all necessary
requirements, NEPRA should expedite its review and render a
decision on the pending write off claims.

e A timely resolution on this matter is crucial to ensure KE
maintains adequate cash flows to fund these critical projects
(investment plan} and remains compliant with the debt
covenants under existing and future financing facilities with
HBL and other lenders.

Federal B. Area |® Federal B. Area Association of Trade & Industry vide letter

.| Association of dated 16% April 2025 highlight the following concerns for
- Trade & NEPRA’s kind consideration:
Industry

- Release of Undisputed incremental Package.

- Unjustified Recovery towards Circular Debt (PHL
surcharge)

- NEPRA must ensure that no additional burden is passed
on to Karachi’'s consumers.

- Any proposed relief or compensation to KE should be
given by government subsidy.

Bin Qasim e Bin Qasim Association vide letter dated 16™ April 2025
Association of submitted the following comments:

d : .
Irade & - We respectfully request NEPRA to ensure that a thorough,
Industry

impartial, and transparent review is conducted for all
pending claims, in alignment with the provisions set outin.
the approved tariff framework. We believe that such a |
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review is essential not only for regulatory consistency.but
also for maintaining the trust of all stakeholders.

- KE has reportedly made substantial investments in the
power sector since its privatization, with contributions
recognized by institutions such as the World Bank and the
-Asian Development Bank. At the same time, we
understand that the utility is facing financial stress linked |

= to the szgmﬁcant portion of unrecovered. dues. This
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KE Mr Shalud Khaqan:AbbasL representahve of Iamat-e-Islam1, representatlves of
various trade and industrial associations, Mr Arif Bilwani and mdlwduals

48 Ma1or1tv of the stakeholders objected the addltlonal and pendmg wr1te off dalms The
representative of J1 raised the issue of bogus bills which are subsequenﬂy dlaimed as
write off and referred 'his letters dated 27% May 2024 &.3 ]anuary 2025. Mr: Arif
Bilvani also raised similar concerns regarding bogus billirig. Mr. Bilvani-was of the
.opinion that recovery-loss of 1.69% was already built in the tariff and the requested
write offs are in addition to the already approved amount. It was clarified during the
hearing that the already built in amount on account of recovery loss wa:s’su'bsequently
withdrawn/removed from the tariff and the benefit was passed on to the consumers.
Mr. Bilwani alsc highlighted that there is a substantial increase in the write off claims

- in later years of the MYT as compared to the initial years. KE clarified that the reason
for such increase is the increase in sales reveriue. For example, salésT fevenues of private -
consumers increase from Rs. 169 billion in FY 2017 to Rs. 411 biltion in FY 2023, thereby
more write offs in FY 2023 as compared to FY 2017.
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4.10

On the other hand Mr. Shahid Khagan Abbaési, Ex-Prime Minister and former head of
Task Force on KE issues, Mr. Omar, Junaid Ameen, Mrs. Areeba Shahid and Mr. Bilal
Asghar supported the claim of KE.

The representative of PwC in response to the queries, made submissions during the
hearing which have been summarized as under:

~ Auditors confirmed that same procedures including 100% verification have been
performed for previous and’additional write-off claims. There is no specific
requirement for -disclosure of procedures performed by the auditors for

 verification in the financial statements, however, key procedures performed by
the auditors for verification of write-off claims have already been submitted in
writing as well as through submissions made during earlier hearings and
meetings with the Authority,

- Primarily, there are three types of customers (1) Active Customer (2) In-active
Customer and (3} Customers offered Settlement Schemes. In this claim of around

Rs. 8 billion there are only Active Customer and Customers offered Settlement
Schemes.

— Active Customer is the one on which KE has applied multiple recovéry attempts,
multiple disconnections, tried to recover the outstanding dues through recovery
agencies but the customer does not turn up. This is because either there is no

propensity of the customer to pay or the premises is rented, frequent change of _
tenants.

© - After KE's internal procedures, claims are submitted for verification to auditors.
As part of the verification process, the recovery notice or disconnection notice
from KE's record is verified. KE has developed a Specialized Recovery Effort
department, so there is a verification of how long KE was in touch with the
customer.

- Significant amount of time period should be lapsed in order to establish that there
will be no recovery from the customer.

~ The auditor also conducts an independent site visit and has developed a survey
form consisting of questions for assessing the type of customer, their willingness
to pay and settle the dues, and assess whether there is any illegal connection.

- Consideri.ﬁg that the connection of the customer is disconnected, the customer is
not willing to pay even on auditors’ query and the auditor has established that
notwithstanding the efforts the Company, the outstanding dues are non-
recoverable, then it is considered by auditors as eligible for write-off.
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- Itis also checked whether the customer has pa1d any amount through negotiation
with KE after verification as write off, and if so, the amount and { or the case is
excluded from write-off against the category of active customers.

~ The team consists of 35-40 members which i is subjectto a thorough review process-
through multiple layers. Claims which are not substantiated as per the

procedures performed by the auditors are rejected.

"~ The ampuntof réjected cases is Rs. 650 Million appronmately in addmonal clalms
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assessed as Well

PO

—ln response to the query that what are assurances before us’ thaf it was an .

independent exércise? He submitted that PwC is oneof the leadmg Chartered

Accountant firms ‘globally and has a defined Code of Ethics t6 be fo]lowed and'

complied with. Each team member should be independent of the client; they-
should not have any shares or be part of management and every - team member
signs off to declare his / her independence with respect, to the chent and the
assignment. Partners of the firm i irrespective of the fact whether they are on team

or not, need to sign off to declare mdependence from clients. Furiher~there is .

ségregation of audit team and write off team with different partners

- - Fhere is amechanism of armual mdependence confirmation across all employees
of PwC which are sub]ec’t to independent checks at different levels

-The Audit Report which is part of the Financial Statements also confirms
independence of the auditor. Further, the auditor sign the Report of Corporate

Governance which validates that partners of the firm are mdepende
N
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client. Being independent is a statutory requirement for the auditor. If required,
the auditor can provide it in writing as well, but it is already there in the audit
report.

- Moreover, in KE's MYT, the write-off conditions specify that “KE Audifors shall
verify that the amount is non-recoverable notwithstanding the efforts of the Company.”
Hence, auditors considered verification of write-off claims as part of the statutory
audit of Company’s financial statements.

4.11 The representative of PwC vide its email dated 3rd May 2025 to KE submitted their

response to the written queries raised during the hearing by one of the members of the
Authority which is as under: '

“Question 1

Auditor shall ensure that the addresses corresponding to each audited and
recommended write-off claim are clearly specified.

The consumer details provided to us by KE for verification of write-off claims
included the addresses of all relevant consumers. These addresses were used by us
to conduct physical surveys of both active and inactive consumers. Only those

.. consumers were included by KE where we were able to physically trace the location
- of the consumer based on these addresses.

" There were consumers which were no longer traceable due to change in area

" mapping (including un-leased zones), demolition of original premises or areas in

" case of government-led anti-encroachment operations. In all such cases, physical
surveys of the affected areas were still conducted tc assess the current state of
premise. Additionally, correspondence / documentation available in KE records
were reviewed to obtain sufficient evidence confirming that consumers claimed for
write-off did, in fact, exist at the addresses in the past.

Question 2
Auditor shall confirm that the premises is not receiving electricity.

All active and inactive consumers which have been verified by us and included by
KE for write-off claim with NEPRA were found to be disconnected at the time of

verification, based on both as per KE's records as well as our independent physical
survey.

Question 3
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In caises, where electricity is found.to be active at the premises, the auditor must
provide justification as to why KE has not recovered the outstanding amount and
why the connection was restored without settlement?

- All active and inactive consumers verified by us and included by KE in write-off
- claim were disconnected at the time of verification, based on both as per KE's

records and our’ physical survey. In instances where active and inactive
“ co‘nsuirie;‘s wete found to be connected — éither in KE’s records or dirin our
T physitalsngrey s s e e =TF

s Those casestiwere ot idcluded “in' Wit off an 0. K]
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-+ «rcdiisiderable difference between'the Determinatiori;MLR Deterniition and the Final

" Determination:with Téspect t write-off niechariism:Fhese difference when reéad with
.. - 'the MLR petition and thé GOP reconsideration request led: to ‘an_inescapable

"cdnclusion that for just considerations or in view of practical difficulties fhe write off

. mechanism was revised-and certain requitements in’ the Determination and the MLR
Deétermination were done away with e.g, the requirement to provide the supporting
documents with the details pertaining to the name & address of the
premises/consumers, CNIC etc. Similarly, the requirement of connection
“disconnected for more than three years” was replaced with a less onerous
requireme'nt, and the requirement of recovery of dues as arrears of land revenue was

also _done away with. The Authority added a third-party independent review .
requirement of confirmation from the auditors that KE has made all best possible

T &_fffor_fs to récover tﬁe_:_;u}'lq_upt being written off. .

527 The JFinal Determination has attained finality and along with it the write off
- miechanism approved thereunder. Therefore, it is our considered view that neither the
Final Determination can be supplanted nor can be read into at this point in time.

-(eitherfull recoveiy— or prtial séttletient amiouiit) has been recoived from_ " -
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The issue wise discussion, submissions of stakeholders, response of KE, findings and
decisions are provided in the succeeding paragraphs.

K-Electric was allowed to claim write off for the control period of MYT i.e. FY 2016-
17 to FY 2022-23. Whether KE can claim write off for the period prior to FY 2016-17?

According to KE, in its request for MYT it prayed for a recovery loss allowance based
on a target percentage, however, NEPRA allowed a write-off mechanism with certain -
conditions. The write-off mechanism intherently requires write-off of previous period
billing as opposed to the recovery allowance mechanism which is forward looking.
Further, NEPRA conditions also specified that KE shall ensure full recovery efforts
before claiming write off which also implies that write-off would be done against past
dues and there were no conditions specified by NEPRA regarding period of claims.
Furthermore, if such criteria is to be added then KE should be allowed to claim write-
offs related to the billing done under current MYT going forward as well. Hence, write-

off claims in respect of billing pertaining te periods prior to MYT 2017-2023 are eligible
to be claimed under the MYT 2017-2023.

The submissions of KE under this issue have been reviewed. As provided above, out
of the requested write offs of Rs. 76,033 million, approximately Rs. 24,337 million
pertains to the previous MYT period before 1st July 2016. The previous MYT was
performance based and losses were to be borne by KE and gains, if any, beyond
allowed limits were subject to claw back mechanism. The write off mechanism in no
way allow KE to claim write off of the previous MYT. Allowing write offs of the
previous MYT will be a clear duplication of cost. Therefore, there is no justification to
allow write offs of Rs. 24,337 million pertaining to the previous MYT period and the
same is being set aside and disallowed.

K-Electric was allowed to deduct provision for doubtful debt from the profits in
some vears while calculating claw back resulting in lower amount of claw back. Can
K-Electric claim the same doubtful debt as write off again?

According to KE, the purpose of Claw-back mechanism is to share surplus efficiency
gains earned by KE. Moreover, deduction of provision for doubtful debt as costs for
calculating claw-back amount, does not construe as costs being allowed to KE as pass
through and hence such provision for doubtful debt cannot be considered as claimed
earlier in tariff.

KE further submitted that there is no condition specified by the Authority in the Final
Determination, that requires deduction of any amount from the write-off claim on
account of it having been considered for determination of claw-back liability. Hence,
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that such cost has been allowed as pass through in tariff and hence there-is no
restriction in claiming the write-offs.

The submissions of KE under this issue have been evaluated. This issue is.in fact an
extension of the first issue. As explained under the above issue, previous MYT was
performance based and KE cannot claim any unrecovered cost in the current MYT

-unless specifically provided in the tariff determination. Under the claw back .
mechanism for previous MYT, -bad- debt experise. (provisionr for bad. debts). is an .

, “ad'ﬁlssﬁleé’?(ﬁéhsé”whlcﬁ*means Fesser proﬁ’& anE{ lesser sha;re to“the co,nsumeus und

: '-;;:: actLLaliwrﬁe fos,rlf: any approvéd by J:he Agthop’s;q sHa]lh subtracteci ‘tq‘re ork tﬁe

AT e

e tq,"""

___,___M,pmf;tfer applmanonpfrdawrbatkﬁmeghamgm Accordmgly:, thére is: no 1ust|i1<:at10n 3to

allow wrlte offs of the prewous perlod. and ’rhe Same; has no’t been cons1dered - j. T

8 geie K—Efectnc wasalloweda Vaqmgmargmoi law and orcfe: &unhg the control?pgenoﬁ“‘ |

L recovery*’of bills: 1ssued“aga1nsf Hook..connechonséw“ﬁiferhook .connechon Nere.

i, fh

~ considering HC billing. Had the impact of units billed for hook connéctions not been-
. considered while working out T&D- losses for NEPRA submission ‘at the time of

8.2

Tt wﬂh 5 2% mbase case 'to cover losses of Hook connechonsf Can K~Electnc clarm non

dlsallowedm ea.rher MYT 2

&.‘ m...".. ‘.,J;_. e ;...;-- " .r...;___. ’zA ‘_E e m

Accordmg to.KE, it ~had: fﬂed a: fpehhon m.‘Smdh ngh Cour.t (SHC) agamst NEP.RA'

’drrectlontelated to: Hook Connectlon - (HC).consumers: and SHC granted a stay order

Wthh is still in ﬁeld Accordmgly the HC bllhng was not excluded inthe. MYT by .

NEPRA, and the T&D loss targets / revenue pro;tectrons in the ‘approved MYT were set

MY?2017-2023 determination, the T&D losses would have béen 24.51% mstead of

22.24%, which would have resulted in a higher tariff. Hence, HC billing is valid and in .

consumer interest as otherwise the menace of electricity theft cannot be controlled.
‘With concentrated loss reduction efforts, significant quantum of HC consumers has

been regularized over the years and currently HC revenue compnses of less than 1%
of KE revenue

KE further subnutted. that it is important to-note that Té&D losses represent a difference -

between units sent out and units billed and include those units that are not billed by
the Company due to theft of electricity, Whereas cases where billing to HC was being
made and not fully recovered, that recovery loss was not part-of allowed T&D losses
under 5.2% law and order allowance. Hence, there is no duphcatlon

s
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KE alsc submitted that there was no direction in MYT by NEPRA that HC consumers
cannot be part of write-off claims. Further, KE would like to emphasize that not all HC
billing has been written off. Instead, KE through its own recovery efforts, as well as
hiring external recovery officers, recovers amount dues from consumers. However,
there are certain consumers who do not pay their full dues even after exhausting all
possible recovery efforts including multiple disconnections. KE has written off these

remaining dues, which have also been independently verified by auditors as required
under MYT.

The submissions of KE have been examined. Out of the requested write offs for the
billing of MYT 2017-2023, approximately Rs. 1,683 million pertains tc the hook
connection. NEPRA never recognized hook connections and did not include HC billing
in the MYT except to the extent of 5.2% T&D loss margin on account of law and order
for the areas with restricted excess and illegal possession of property where the

Petitioner cannot serve its consumers with metered billing. Therefore, KE's claim is not
substantiated.

Regarding KE's assertion that including HC billing as T&D losses would have resulted
in a target range of 24.51% instead of 22.24%, it must be noted that the MYT
determination is explicit in its methodology for T&D loss assessment and any alternate
interpretation is self-constructed and lacks factual basis. If K-Electric had any concern
on the determined level of T&D losses, it should have contested the same and agitated
for higher level of T&D losses in the MYT.

Ké;eping in view the above, the Authority considers that the request of KE to the extent
of hook connection amounts to duplication and is being set aside and disallowed.

Whether the request of KE to file additional write-off claims pertaining to MYT
2017-2023 is justified?

According to KE, it is important to highlight that KE’s actual recovery loss for the
period FY 2017 to FY 2023 was around Rs. 122.8 billion and KE has filed write-off
claims of PKR 67.902 billion, out of which PKR 43.6 billion pertains to billing for the
period FY 2017 to FY 2023. This effectively means that an amount of Rs. 79.2 billion is

still available for write-offs (recovery loss less the amount of write-offs claimed from

FY 2017 to FY 2023 billing), subject to fulfillment of conditions given in MYT.
Accordingly, the request for additional write-off claims is considered justified. The
year wise detail is provided hereunder:
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Write offs (Pre- | Write offs | Recovery Loss Recovery Loss
MYT 2017-2023 | (MYT 2017- (MYT 2017- less MYT billing

Y billing) 2023 billing) | 2023 billing) write-off)
" o Rs. in Million
705 17,99 17,291
15954 14568 .1
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10.. K-Electnc was required to make all best p0531ble efforts to recover t.he athount bemg
written off. However, K-Electric has not done any legal proceeding for recovery of
bills less than Rs. 10 million as per available framework. Is it justified Iegally?

Whether the criteria stipulated for write-off has been fulﬁlled?

10.1 KE submitted that it is incorrect to state that no action was taken agamst reeelvables
of less than 10 million as KE made best recovery efforts for the recovery of dues even

~ for the-ce"ses where the outstandmg receivable amount was less than Rs. 10 million. KE
‘was asked to list down the best efforts carried out to collect the outstanding amount

‘before Wntmg off. In response, list down the following efforts:

- Recovery efforts including multiple disconnection by KE Teams.
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10.2

10.3

10.4

" - Efforts through external recovery officers and specialized collection agencies

- Area efforts induding engagement with community /| elected
representatives of Provincial / Federal Government, offering of rebates /
installment to encourage regular payments.

~ Installation of Aerial Bundled Cables (ABC) to limit Kundas in case of
disconnection.

~ Support from Law Enforcement Agencies in area specific drives.

KE further submitted that over 95% of the write-off cases have a value of Rs. 2.5 million
or below. In such cases, Legal recovery procedures are mostly ineffective and remain
pending even after several years, and many times the cost of pursuing cases is usually
higher than the recovery amount itself. Further, the process of registering FIRs is not
only cumbersome but FIRs in such a high number of cases is not practical either. Even
if such a recourse is pursued, this would eventually result in additional O&M expense
for the Company, which will ultimately translate into higher tariff for consumers,
without any tangible recovery.

KE also submitted that it has carried out its recovery efforts on the consumers and
Auditors have performed 100% verification including physical surveys in line with the
conditions spéciﬁed by NEPRA. Considering the cost and benefits of the litigation and
keeping in view the fact that the procéss of getting recovery through legal proceeding
is lengthy and the outcome takes considerable time, management decided under the
write-off policy not to initiate legal proceedings for amounts below Rs. 10 million as
even in cases where KE pursued recovery of dues through legal procedures, the same
have remained inconclusive. According to KE, considering the impracticality of
recovery of dues through legal recourse as summarized above, the requirement of
recovery of outstanding dues under the Land Revenue Act was also removed by
NEPRA in the final set of conditions for claim of write-offs and accordingly the write-
off claims filed by KE after due verification by independent auditors are in line with
MYT mechanism stipulated in the Final Determination.

KE submitted that that despite disconnecting consumers, they illegally reconnect.
However, KE keeps on disconnecting them through its drives conducted from time to
time. KE further submitted that Consumers in relation to which the write-off is
claimed, their connections were disconnected and are still disconnected except for
consumers registered under the approved settlement schemes and/or conversion from
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hook connection to metered connection. Detailed procedure to be followed for write

off of each type of overdue trade debt is provided under Para 6 of the KE Write-off
Pohcy

10.5. KE was also directed to describe what criteria was applied by the auditors for the
' ehglblhty of a write off of a receivable, In response, KE submitted that the auditors
have verified the amount that is non-recoverable notw1ﬂ15tand1ng the effor’ts of. the
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107 KE also provzded detaﬂed procedures apphed by the Auchtors KE was further asked -
to explain how much amount of the write off submitted for vahdanon/approval of the
auditors and how many were rejected by the Auditor being unsatisfied of KE’S,Efforts
and to list down the ob}ectlons imposed by the Auditor on unapproved amount In
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response KE submitted that a total amount of Rs. 84.9 billion was submitted to
auditors for the verification/approval against write-off claims for the period FY 2017
to FY 2023 out of which Rs. 76.98 billion were verified/approved by the auditors and
Rs. 953 million have been received by KE as subsequent recovery making the net write
off claims of Rs. 76.03 billion for the MYT period 2017-2023. KE provided year wise
summary of the total cases rejected by auditors which is as under:

10.8

Description No. of Cases Rs. Million

FY 2017 1,275 214

FY 2018 3,063 422

FY 2019 7,047 3,134°

FY 2020 1,158 - 367

FY 2021 8,273 1,716

FY 2022 4,657 641

FY 2023 12,781 684
Additional Claims 2,387 651

Total 40,641 7,829

According to KE, following were the key reasons }ughhghted by the auditors for

re]ectmg the above write off dauns

10.9

Electricity found in use

Lack of evidence for disconnection

Another meter is being use at the same premise

Non-ABC area for active connections

Consumer status was subsequently changed to active

No recent disconnection was made in case of settlement / scheme cases
Payment was subsequently received in FY18, FY19, FY20, FY21, FY22 or FY23
Premise / address not found in survey for non-demolished premises
New Meter was installed post last disconnection

Consumer willing to pay by opting settlement schemes

Already approved in prior period |

The submissions of KE have been reviewed. Out of the requested write off amount,

Rs. 50,013 million pertains to the metered consumers of current MYT billing

comprising Rs. 15,211 million (including GST of Rs.
schemes which shall be discussed under Para 18 and Rs. 34,802 million (includj

et~

2,084 million) to settlement
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+10.10 . Majority; of the stakeholders objected the claim of writes-off: However; Mr. Shattid
. Khagan. Abbasi strongly supported to allow the write offs. Mr.. Rehan Jawed .
submitted that 100% recovery of these claims is not possible ina ity like Karachi. He
also submitted that the write-off claims should be resoived as it is a-determined tariff
issue . between the Government of Pakistan and K-Electric, and if allowed, the
- consumers should not bear the cost in the form of any surcharge or separate billing

head. OICCI requested to fairly review KE's write-off claims under the approved- --
framework.

10.11  The Authority noted that criterfa defined for write off is substantially complied with,
auditors have performed 100% verification of the requested write offs, amount has
actually been written off from the books of accounts.. Accordingly, the Authority has

“decided-to-allow writeoffs of Rs. 34,802 million pertaining to the billing of metered
consumers (currently disconnected as explained by KE) for MYT 2017-2023.

11.  NEPRA determined tariff does not account for duties and taxes on bills, HoWever,
' K-Electtic has claimed write off amount including taxes and duties of defaulting

\
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11.2

11.3
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consumers. Can K-Electric claim amount of taxes and duties on the unpaid bill in
the write off case?

According to KE, it has claimed only that portion of taxes which are paid to FBR on a
billing basis i.e. sales tax. Under the Sales Tax Act, 1990 till March 2023, all DISCOs
were required to pay sales tax to FBR on billed basis even though it has not been
recovered from consumers, so they form part of KE's recovery loss. Other charges like
income tax and duties, payable only upon recovery, have not been claimed as part of

the Write Off claims as the same were not required to be deposited to the authorities
on billed basis. '

KE further submitted that it is pertinent fo note that the write-off has been given in lieu
of provision against doubtful debts {Para 34 (XV)}, which comprise of total balance due
from consumer including sales tax. Accordingly, sales tax paid by the Company on
behalf of its consumers are claimable as part of write-off as these are part of recovery
loss and represent unrecoverable dues from consumers.

The submissions of KE have been evaluated. Sales tax is payable under the Sales Tax
Act 1990. Sales tax was payable on billing basis till March 2023 and no violations have
been observed on the part of KE in complying the requirements of Sales Tax Act. As
information provided by KE, sales tax amount of Rs. 6,619 million is included in the
write off claim of metered consumers who defaulted or opted settlement schemes. In .
view thereof, the Authority has decided to allow the same as part of write offs.

Can bilis only few months old be claimed as under recoveries / write offs? What

" should be the duration?

According to KE, write-off claims filed by KE are in accordance with the conditions
specified by NEPRA in the Final Determination. KE through physical recovery efforts,
as well as hiring external recovery officers, specialized collection agencies, recovers
amount dues from consumers however there are certain consumers who do not pay
their full dues even after exhausting all possible recovery efforts including multiple
disconnections. KE has written off these remaining dues, which have also been
independently verified by auditors as required under the Final Determination.

In addition to this, the conditions specified by NEPRA do not require any specific
period tc be lapsed before claiming write off amount. Even otherwise, there are no
consumers being written-off with only one-to-three-month dues outstanding.
outstanding and written off amounts of consumers with balances only in the age

bracket of (-6 months is approximately PKR 350 million and that too have been written
off after following due process.
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12.3 -The submissions of KE under- this issue las been examined. As elaborated af)ove, the-

13.

criteria specified for wtite offs has been complied with and the Auditors have verified
the subject amounts as per the audit procedures applied and the amount written off is
approved by the BOD, therefore, there is no material reason to decline the subject

amount. Accordingly, the Authority has decided to accept the reply of KE under this
issue. - - - - .

Is K-Electtic required to provide CN"IC numbers of the consumers who have
defaulted on payment of bllls and bemg clauned in the write off?

13.1 Accordrng to KE, as part of a new connection, CNIC is obtalned However, being an

over hundred—year—old Company these CNICs were not recorded in the billing system
until recently. KE has also explained this in detail to NEPRA during the process of
tanff determination and on the basis of KE's submrssmn, the requrrement to provide
CNIC as part of write-off claims was removed.

132 Accordmg to KE, it-is important to understand that the recovery of balances has no

direct correlahon with the ava:labﬂ1ty of CNIC at the time of wmte-off and the
Company is reqmred to recover the arrears of the "defaulting preniises’ " from the
occupants of thie defaulhng premises. Please refer to Clause (a} (iii) of chiapter 85 of
. the then NEPRA €SM 2010 which requ;res Tecovery of arrears from the new occupants

of the defaulhng pren‘uses

; ----T'Iio consunaers‘;who sell»therr‘irouses, shops, mdustnes, seaaonal factones,

,‘r-.-v Lol wedln SRVAE -.,w,.

S 133 .-TKE ‘further subrmtted that—fer the puripose of%eeesmg the: factvthat —Wheﬂlerra’) the
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recoveraBle, and; b) the eonnechon has been dlsconnected physmal]_recovery

‘ effOrts‘ at the. premlses have been déne by the Company along wrth other meaSures .

. ’rhe F'

Wmch have been. mdependentIy venﬁed by Aud1tors

_v' glven 't;rne The Derermmatron and the MLR determmanon éioba ﬁocfrﬁed by the
3] Deferrmnatlon The regmrement 6f CNIG was exphmtly temoved by NEPRA:in

~Auditors and is avallable Wlth KE Further it is alsounporfant to understand thaf eNIC
“means nothing if ownership of the premises change and meter is not shifted in the
name of new owner who subsequently default in payment of electricity bill. In'such a
case it remains to be seen, whether the previous owner is to be blamed whose CNIC is

a}DetermmahonvFurﬂref comphéte’ record of each V' WrtE. off WhS xfenﬁed by the
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reflected in the record of KE or the new owner/occupant of the premises {who actually
defaulted) whose CNIC, is not in the record of KE. For this very reason the emphasis
is on the premises not on the person. In view thereof, the response put forth by KE has

substance and accordingly, the Authority has decided to accept the reply of KE under
this issue.

14.  Is K-Electric required to observe provision of consumer service manual in
connection, disconnection and Re-connection / recoveries related to write off cases?

Can K-Electric claim write off for the consumers who defaulted on payment and their
connections were reconnected without recovery of outstanding bills?

141  According to KE, CSM does not provide any guidance/conditions to be met to claim
write-off in tariff. Rather KE is irrelevant for the purposes of determining write offs.
The condition to claim write-offs are governed by Final Determination. KE submitted
following item wise discussion on Connection, Disconnection and Reconnection:

1. Definition of Connection as per CSM 2010: (subclause 50 of section 1.4
Chapter 1)

Service Wire or Connection essentially explains how the Company supplies
electricity to the "Consumer". '

"Service Wires or Connection means the group of cables { conductors, whether overhead
or underground, necessary to connect the service entrance conductors of the consumer
to the KE's supply line, regardless of the location of the KE's meters or transformers.”

The term "Consumer” means a person or his successor-in-interest who
purchases or receives electric power for consumption and not for delivery or re-
sale to others, including a person who owns or occupies a premises where
electric power is supplied.

The term Consumer above is inclusive and includes occupant of the premise as
well which can be different from the person in whose name the connection was
sanctioned. Hence, there should not be any question of connection procedure
when the Company claim write-off of a balance. The important factor for the
purpose of verification of write offs claim is premises.

Disconnection/Reconnection

142 The CSM primarily require the following procedures for disconnection:

= S RN s
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14.5

andﬁ_rasﬁpemuttedﬂundersechon 84 (é)jf[fgpdi:gaﬁgg@':é:é'Iéfe}l‘é"s}ﬁ?l
-and the' Company.decided to set aside fhe afioumt dije ol these consumers.”

+ Sending notice to the defaulting consumer to either clear the outstanding

dues with the current bill or face disconnection and penal actions.

* Uponnon-receipt of money on the expiration of the notice period, the supply
of the defaulting premises shall be disconnected; and

recefved ‘or consumer has optéd__for,.an,,il}stallméntﬁplan‘arid;-jis tomplying
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".» The disconnected supply shall not be reconnected until full payment is
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According fo'KE, these consumers were reconngcted’ accordanice Witl'the'criteria,. . -

of the NEPRA-C5M 2010

. Ty,
T

U The distonnected cOnSumers whose arrears have partially or. totally been. set aside by
. the Courts, Electric Ingpectots / POI, NEPRA or KE's 'co}npetent_ authorities or have -
bégg allowed part-payments shall be allowed récom:z'é.}ft'z‘bﬁs_ on dqpbsit,_qf remaining
arrears or their first instalment.” T |

converted to metered connection, these consumers would have continued to consume
electricity without Payment of dues hence, resulting in further accumulation of dues.
In that case the amount claimed for write-off would have been higher than the amount

© of write-off currently be%ng claimed by the Company. . . __ _ -. _

14.6
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15.1

152

15.3

154

16.

16.1

to accept the reply of KE under these issues. However, in going forward if any
information comes tc the attention of the Authority that statements of KE and the
Auditors are materially incorrect or false, the Authority reserves the right to recover
the said amount from KE and appropriate adjustment shall be made in the tariff along
with appropriate action against KE on account of misrepresentation.

Can KE claims non recovered bills which are for supply of electricity for more than
two months as electricity is required to be disconnected after default of two months
and equipment is required to be removed after 3 months? '

According to KE, it has made all best possible efforts to recover the amount being
written off including physical recovery efforts, hiring external recovery officers,
specialized collection agencies, negotiations with consumers, offering installments
plans, sending notices and multiple disconnecﬁons. However, still there are certain

consumers who do not pay their full dues even after exhausting all possible recovery
efforts. KE has written-off these remajning dues.

According to KE, as explained during the proceedings of MYT determination,
consumers connect and consume electricity even after disconnection and such
electricity is being billed to consumers as theft / detection billing in accordance with
CSM. If such billing is not done, then the consumers would only be enjoying electricity
for free, which is not sustainable.

KE further submitted that in Final Determination, the Authority removed the
condition which required permanent disconnection based on submission of KE that it
is impractical and consumers resort to illegal reconnections. Accordingly, write-off
claims can be made in respect of such billing made in compliance with CSM.

The submissions of KE under this issue has been examined, As elaborated in the
preceding paras, the criteria specified for write offs has been complied with and the
Auditors have verified the subject amounts as per the audit procedures applied and
the amount written off is approved by the BOD, therefore, there is no material reason
to decline the subject amount. Accordingly, the Authority has decided to accept the
reply of KE under this issue.

The terms of reference for write off are not approved by NEPRA though the amount
will be charged to the consumers or will be picked up by GoP as subsidy. Can K-
Electric now and in future claim write offs based on terms approved by its board of

directors and not vetted/approved by NEPRA and NEPRA shall add this in tariff
automatically?

According to KE, the Final Determination, among other requirements, provided that
“terms of write-off shall be provided in detail”.

‘, 38 o
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7 (Code of Corporate Goverriance) Regilat

163  According tc KE, it is important to highlight that in case any regulator intends to.define
the terms itself the wording usually states ‘the terms to be prescribed by the regulator’,
However, in the instant case neither.such wording was ‘used, nor any. ferms ‘we
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* - COP hassigrificant refreséntation onvits Board Fithes fla ‘directors arerequired fo -
© . miake disclosures n the annuial repiort/firiancial statemient regarding amountswritten
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16.6  Fuirthet, as per the write off mechamsm, thEi'q is no _;éqtd;gﬁienf to ge:tthe terms of- ¢
afterwards to do so. KE BOD which hag représentation of GOP and independent .
directors has approved detailed terms of write off Therefore, there is no viplation of
the approved write off mechanism on the part of KE under this issue and the Authority

17. Whether K-Electric be allowed beriefit of a cost / under recoveries i:oinpensated
* earlier otice again through write-off? ] o

171 According to KE, in previous MYT, no cost in respect of provis;ion for doubtful debts
was allowed to KE. It is important to mention here that the O&M expenses allowed in
2002 determination were less than the actual O&M expenses requested by.K -‘;'Eufther

@, o \ ?qqra‘-__-_"
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the matter of write off remained inconclusive in the MYT 2002 determination. KE as
part of its submission had requested 22 paisa in respect "provision for doubtful debts"

in the MYT 2002. However, there has been no specific clause in the MYT 2002 in respect
of "provision for doubtful debts".

17.2 According to KE, NEPRA in Clause_ 62 of the 2002 MYT Determination stated that:

62. KESC submitted during the hearing that a substantial part of the
receivables was proposed to be wrtten off as being unrecoverable |
in most.cases. It was observed during the proceedings that there
was no laid down procedure for writing off unrecoverable arrears,
We therefore direct KESC to develop a comprehensive and
transparent procedure for writing off unrecoverable arrears and
submit the same to the Authority before 5t March 2003 for
concurrence and approval.

17.3  KE further submitted that the O&M cost allowed was less than 20% of the actual cost
and Cost considered on which 20% reduction has been allowed, did not include any
cost related to provision for doubtful debts. Please refer para 67 and 116 of MYT
Determination 2002. Para 67 is reproduced hereunder: |

“The present tariff allowed to KESC does not cover its entire cost of service as
.explained in the ensuing para 68. The tariff will be capped at a level where it still
does not cover the full cost of service. For the purpose of indexation the O&M
cost portion of the tariff has been estimated on a prorata basis which is around
20% less. Thus the O&M cost portion of the tariff has in essence been reduced to
that extent, KESC management will now be ensuring further reduction in O&M
costs through more efficient and less costly operation & maintenance. The
benefits of such improvement will be shared with the consumers through the
cdlaw back mechanism and through application of the X factor. During the first
review period the actual O&M cost in comparison to an efficient utility will come
to surface. This would facilitate in estimating a reasonable O&M cost allowance
for the next review period while adjusting the base tariff. In case KESC is not
privatized, its O&M cost will have tc be examined in greater detail to ensure
prudency of O&M cost at the time of next review.”

174 According to KE, excerpts from para 116 are reproduced below:
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Pcmon of :arz[f to xvhich Quantum of taniff m{ Year1 | 2 |31 4151617
CP! is applicable - Paisa/Kwh » _
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17.5 .-Accordmg to KE, the O&M cost allowed can, be recalculated by reducmg costs

- 9ment10ned in A:inexure I, of thedetermmahon by 20% .
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177 J'I'he subrmssmns of KE have been rewewed 'I'hls IS agam an extensmn of the ﬁrst lssue :

. 'Ihe pro]ected proﬁt and loss statement attached to the determination dated 10th
o September 2002 clearly accounts for Provision for Bad Debts as an adnu551b1e expense.
If for the sake of argument, it is assutmed not}u.ng was provzaed onaccount of provision

for bad debts then the question arises why KE did never ask for the same and ask for
provision for bad debts in the MYT 2017-23. As explained under first issue, the

previous MYT was performance based and gain/loss has to be borne by KE subject to |

claw back mechamsm if required. Accordmgly, the Authority has decided to disallow
) the wnte off claims pertaining to the prewous perlod |

18, K-EIectnc in ifs write-off claims has ﬁciuded amounts relating to discount scheme
being offered by K-Electric to its defaultmg consumer’s corrections of bills /
detections bill etc. Can K-Electric claim the discounts offered or correction of
bills/detection bills to consumers as write-offs?

| TofalO&M: (ExcludmgProvlsmn | R R Wi A

iti: 2002 efermmanon were 1ess tharc'the ;;ctual O&M .
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18.3

18.4

According to KE, It is important to highlight that the consumers were not paying
overdue balances despite efforts and the settlement scheme { conversion of hook
connection to metered connection was given to incentivize consumers, which was
necessary for recovery of long outstanding dues from the defaulted consumers and {
or to make them regular payers. If the Company had not offered settlement scheme /
conversion of hook connection to metered connection to the defaulted consumers,
these consumers would have continued to consume electricity without payment of
dues hence, resulting in further accumuiation of dues. In that case the amount claimed
for write-off would have been_ higher than the amount of write-off currently being
claimed by the Company. Moreover, in case of correction of bills/detection billing, the

amounts and units billed to consumers are reversed in system and are recorded as
reversal of revenue.

KE claimed Rs. 15,211 million including GST for metered connections on account of
settlement schemes out of the current MYT billing. According to KE, initially these
connections were disconnected but reconnected after settlement schemes/consumer
agreeing to convert to metered connections as per the categories of write off claims
verified by the Auditors. This includes consumers in Péyment Loyalty Reward (PLR)
Schemes, overdue debts on account of consumption through single bulk connection
and settlement schemes and consumers agreeing to convert hook connéctions to
metered connections.

The submissions of KE under this issue have been reviewed. The Final Determination
is silent regarding settlement schemes. However Section 8.9 of the CSM under
Disconnection and Reconnection Chapter deals with the Recovery of Dues and provide
following:

“In case consumers fail to pay the arrears amount, ali legal measures/actions
shall be initiated against such consumers for recovery of outstanding dues.
DISCOs may announce packages/schemes from time to time for recovery
of dues from the defaulters, subject to approval of BoD.”

As per the information provided by KE, it has recovered Rs. 8.3 billion from the
metered consumers by offering settlement schemes. Had this not been offered, the
recovered amount would also have been written off as bad debt. This is highly logical
to recover some of the bad debts instead of losing all. According to KE it needs time,

effort and funds tc motivate and persuade habitual non payers to becom i
R RED
<
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customers. According to KE, its Board authorized CEQ KE under General Power of
Attorney to do so under Para 20 which is reproduced hereunder:

“To write off amounts as approved by the Board of Directors arising as a
result of correction / cancellation / adjustment of electr’iéity bills in the normal
course of busiriess of the Company. To approve formula for write offs,
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-18.7  During the hearing, ,_itwa_s.'also discussed that in if an eippgoyed:Mitfén offamount is

19.

19.1

subsequently 'rédbvéfgél: by KE then how the benefi’.c'o‘f $ﬁch rgtdﬁéré&ﬁinodﬁf _éhall be
~ provided to the génsﬁ'xﬁqrs'.{ The aﬁthorii:'j. has considered t}usconcém’anddec:ded :
that in such a cétisev the benefit of such amounts shall be passed on to the coﬁsumers in.
the imiediate quarterly adjustments and KE shall be required to separately disclose
this amount. KE shall also be required to submit certificate from its auditors each year,

deérly_mentioning the recovery of written off amounts, if any, peljtéinjng to MYT 2017-
2023,

Any other issue that arises during the proceedings with the ‘;‘apii.l%)\;;l of t_ﬁe
. Authority i.e. Fake & Bogus Billing :

Mr. Munim Zafar, Ameer Jamat-e-Islami, Karachi vide his letter No. 0301/2025 de;ted
3rd January 2025 referred his earlier letter dated 27th May 2024 and the NEPRA:
hearing dated 10th December 2024 in the matter of KE's write off claims, idﬂr_ew
attention to the significant irregularities in KE bﬂ]mg prattices. Accord .' e~rokim KE

\
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engages in fake and bogus billing to consumers, Jater claiming these as unrecoverable
bad debts to write off from NEPRA, ultimately shifting the unjust burden onto paying
consumers. He provided following detail of 19 bogus bills as an example from one of

KE's IBCs in Nazimabad, Karachi:

Account . Bill Units Amount Pefaulter Sanctioned | Security
Sr. Tariff (Nov Since (LA st .

Number Month Payable Load Deposit

243 Payment}
Not
1 | 0400014889483 | A2-C | Nov-24 61499 | 284,210,834 | Available 177 NILL
2 | 0400016737451 | A2-C | Nov-24 13,603 17,961,983 2022 1 NILL
3 | 0400036025288 | A2-C | Nov-24 15,964 29,552,950 | 2022 2 NILL
4 | 0400023824505 | A2-C | Nov-24 8,538 30,898,828 | 2008 1 NILL
5 | 0400017034896 | A2-C | Nov-24 | 15,185 25,454,282 2005 1 NILL
6 | 0400035360113 | A2-C | Nov-24 13519 | 24,005,997 2021 2 1220
7 | 0400034680564 | A2-C | Nov-24 18,626 | 22,826,571 2022 2 1220
8 | 0400035360105 | A2-C | Nov-2¢4 | 15904 34,008,264 2021 2 1220
9 | 0400016844606 | A2-C | Nov-24 | 24,308 14,699,032 2024 1 NILL
10 | 0400016853729 = A2-C | Nov-24 14,658 10,451,225 2005 1 NILL
11 | 0400035323080 | A2-C | Nov-24 15,331 34,344,363 2021 1 169
12 | 0400035840905 | A2-C | Nov-24 13,890 | 24,373,772 2022 2 1220
13 | 0400017145124 | A2-C | Nov-24 | 15,026 23,439,642 2020 1 NILL
14 | 0400017190820 | A2-C | Nov-24 13,416 23,713,181 2019 1 NILL
15 | 0400033904000 | A2-C | Nov-24 | 14,866 18,178,743 2022 2 NILL
16 | 0400034177641 | A2-C | Nov-24 13,519 19,325,947 2021 2 NILL-
17 | 0400035306720 i A2-C | Nov-24 | 13,604 12,592,824 2021 2 NILL
18 | 0400016697085 | A2-C | Nov-24 | 21,959 35,605,145 2022 1 NILL
19 | 0400035035287 | A2-C | Nov-24 18,597 | 30,611,083 N/A 2 NILL
Total | 716,344,666
19.2 He further referred Clause 8.2.5 regarding disconnection in case of default for

continuous 3 months and raised question why KE neglected this directive and allowed

non-paying consumers to consume electricity at the cost of paying consumers.

Questions were also raised on electricity connections without security deposit, huge

consumption against sanctioned load of 1kW. Question is also raised on consuming

electricity without paying since 2005 and 2008. He requested immediate investigation

in the matter

19.3  Arif Bilvani vide email dated 1st January 2025 submitted that Revenue Production

Department of KE every month is preparing Fabricated/JAALI bills of its consumers
then claim them as unrecoverable BAD DEBTS for WRITE OFF from NEPRA and
attached copy of a bill of Afc No.0400034136837. Mr. Bilvani also highlighted as
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example of two bills in his earlier comments and submitted that there may be
~ thousands of such bills, -

194  The matter was forwarded to KE for reply. KE vide its letter No, GM(RA)/NEPRA 20252474
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19.6  According to KE, it is worth highlighting that all these connections are registered in an
- area which is highly affected by illegal water bore mafia and different illegal water
bore/ hydrants activities are prevalent despite KE's efforts to curb this illegal usage.

IBC of the area has already informed all relevant depart:_:_nents to stop illegal hydrants
including the connection specified above. Multiple disconnections have been made
. against these consumers, but these are illegally recbnrieded.iﬂquther_, there have been
instances where teams have been marharidlad along with snatching and damaging cell
phones of KE employees. At least 100 raids have been conducted in this area facing
aggressive resistance and life-threatening circumstances. Thisisa heavily infested theft

B S R e L
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19.8

19.9

19.10

According to KE, these customers were initially registered under the category of A1-R
(Residential tariff) and were later misused for the purpose of hydrant / water bore illegally,
Since these customers are reconnected illegally and using electricity, billing is carried out on
Detection (DET) mode i.e. billing is being conducted against the theft reported. KE continues

to make efforts including through disconnection and involvement of law enforcement agencies
to recover their dues.

Regarding Account 0400016844606 having a sanctioned load of 1 kW but records
monthly consumption of over 24,000 units, with no security deposit paid, KE
submitted that no write off has been claimed for the subject customer. The customer
was initially registered in September 1987 under the category of AI-R (Residential
tariff hence the lower sanctioned load) and was later misused for the purpose of
hydrant / water bore illegally. Since the customer is reconnected illegally and using

electricity, billing is carried out on Detection (DET) mode i.e. billing is being conducted
against the theft reported.

Regarding the question that how is it possible for consumers to obtain electricity
connections without paying a security deposit, KE submitted that consumers that have
not paid security deposits, their connections were installed before 2005 (prior to
privatization). Even if security deposit was to be collected, it would have been very

minimal and insufficient to cover default risk. For connections, which are installed post

privatization, either their security deposits are adjusted with long outstanding dues,
or they never paid any dues since installation.

Regarding.the complaint of Mr. Arif Bilwani against A/c No. 040034136837, KE
submitted that this connection was installed in February 2020 and is situated at
Jalalabad, Nazimabad. The said area is highly affected by illegal water bore mafia and
different illegal water bore / hydrants activities are prevalent despite KE efforts to curb
this illegal usage. IBC of the area has already informed all relevant departments to stop
ilegal hydrants including the connection specified above. Multiple disconnections
have been made against this consumer, but these are illegally reconnected. Further,
there have been instances where teams have been manhandled along with snatching
and damaging cell phones of KE employees. At least 100 raids have been conducted in
this area facing aggressive resistance and life-threatening circumstances. This is a
heavily infested theft area and KE teams have conducted hook removal drives in this
area numerous times and have made attempts to curb illegal theft of electricity. Three
phase Illegal connection used for water bore (ie. commercial activity) through an
underground cable was reported by inspection team at this consumer’s premises and
load of the premises was assessed at 48.58 kW as internal / load survey of the premises
was not allowed by this customer despite repeated requests. It is important to highlight
that NEPRA in its decision May 07, 2024 in the matter of complaint filed by this
consumer, also acknowledged illegal connection by this consumer. An amount of PKR
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2,792,049 has been claimed in write off in FY 2023 against this consumer. It is important
to note that currently the total dues against the above-mentioned customer are PKR
7,579,265 (As at January 2025) and KE continues to make efforts including through
disconnection and involvement of law enforcement agencies to recover its dues.

19.11 Regarding customer A/c No. 04@0014757935 highlighted by Mr. Bﬂvam, KE submltted

that no write off has been claimed agamst this connection. Regarding customer-A/c No.
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19.12 The subrmssmns of ]I, Mr Bllvam and the reply of KE have beenexammed Smce the
allegatlons call for further i inquiry, the Authority has decided to'examine the matter in
' detail and through separate proceedings addreSsmg the concerns of the stakeholders.
I it is established as a result of such proceedings that any bﬂl(s)/cormechon(s) are
bogus/fake, or KE has materially misrepresented in the instant write off:claim, the
amount allowed as write off, if any, on such bill(s)/connection(s) shall subsequently be

recovered back from KE and appropriate adjustment shall be made in the tariff along with
appropriate action agamst KE on account of misrepresentation.

20. ORDER

20.1  The Authority hereby approves Rs. 50,013 million on account of write offs pertaining
- - - to the billing of MY¥T 2017-2023 for K-Electric as full-and final claim in line with the - -
write off criteria stipulated in the Final Determination against write off claims of Rs.
76,033 million.

20.2  The Authorlty, while allowing the write offs is conscious of the fact that all possibie
efforts have already been made by K-Electric, as confirmed by the Auditors. However,
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in the interests of the consumers, KE is directed to continue to actively pursue the
recovery of the maximum possible amount. In case a written off amount is
subsequently recovered by KE, the benefit of such amount shall be passed on to the
consumers in the immediate quarterly adjustments and KE shall be required to
separately disclose this amount. KE shall also be required to submit certificate from its

auditors each year, clearly mentioning the recovery of written off amounts, if any,
pertaining to MYT 2017-2023.

21. NOTIFICATION

The above Order of the Authority shall be notified in the official Gazette in terms of

Section 31(7) of the Regulations of Generation, Transmission and Distribution of
Electric Power Act, 1997.

AUTHORITY

\QV \pb\g{%v‘r/ o ez h Mcﬁy%&w

Waseem Mukhtar Engr. Rafique Ahmed Shaikh Amina Ahmed E’.ngr Magsood Anwar Khan
Chairman Member Member Member
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Phone: 9206500, Fax: 2600026
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No. NEPRA/TRF-362/K-Electric-2016/ w}—fi‘? July 23,2025

The Manager

Printing Corporation of Pakistan Press (PCPP}
Khayaban-¢-Suharwardi,
Islamabad

NOTIFICATION REGARDING DECISIONS OF THE AUTHORITY

Subject:

In pursuance of Sub-Section 7 of Section 31 of the Regulation of Generation,
Transmission and Distribution of Electric Power Act, 1997 (XL of 1997); enclosed please
find herewith notification in respect of the following Decision of the Authority for immediate

publication in the official Gazette of Pakistan:

S. Decision ‘ Issuance No.

No. and Date
1. | Decision of the Authority in the matter of Write-Off Claims of K-Electric | 7859-7863
for MYT 2017-2023 05-06-2025

2 Please also furnish thirty five (35) copies of the Notifications to this Office after its

WQ&UM) Jouwow

publication.
(Wasim Anwar Bhinder)
Registrar

Encl: 01 Notification

CC:
|. Chief Executive Officer, Central Power Purchasing Agency (Guarantee) Limited,

73 East, AK Fazl-e-Haq Road, Block H, G-7/2, Blue Area, Islamabad

2. Syed Mateen Ahmed, Deputy Secretary (T&S), Ministry of Energy — Power
Division, ‘A" Block, Pak Secretariat, Islamabad
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