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LAHORE ELECTRIC SUPPLY COMPANY LIMITED
OFFICE OF THE CHIEF EXECUTIVE
22 A Queens Road, Lahore
Phone # 9204801 Fax # 9204803

E-Mail: ceo@lesco.gov.pk

No.3 779-8! [FD/LESCO/CPC/Tariff Dated: June 16, 2008

The Registrar

National Electric Power Regulatory Authority
2™ Floot, OPF Building, Sector G-5/2
Islamabad

Subject: LESCO TARIFF PETITION FOR 2008-09 (LICENSE # 03/DL/2002

We are enclosing Tariff Petition along with a demand draft drawn at HBL main branch
Isiamabad for an amount of Rs.1,880,250 /- as tariff petition fee, in accordance with rule (3) of
NEPRA-Tariff Standards & Procedures Rules 1998 for determination of Tariff of Company. It is

therefore requested to admit the petition for determination of tariff of Company for the year
2008-09, as detailied in petition.

Kindly acknowledge receipt.
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Tariff Petition
By

Lahore Electric Supply Company Limited

Distribution License # 03/DL/2002 Dated April 01,2002

For FY 2008-09

Dated: June 16,2008
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AFFIDAVIT

I, Mohammad Akram Arain, Chief Executive Lahore Electric Supply Company Limited,
(Distribution  License # 03/DL/2002 dated April 01,2002) being duly authorized
representative/attomey of Lahore Electric Supply Company Limited, hereby solemnly affirm and
declare that the contents of the accompanying petition/application
# 3779—81!FD/LESCOICPCI’1‘ariff dated June 16,2008, including all supporting documents are
true and correct to the best of my knowledge and belief and that nothing has been concealed. I
also affirm that all further documentation and information to be provided by me in connection
with the accompanying petition shall be true to the best of my knowledge and belief.

Verified on Oath this 16" day of June, 2008 that the contents hereof are true and correct to the
best of my knowledge and belief and nothing has been concealed.

DEPONENT

(
Mohamm! Arain

Chief Exeutive Officer
LESCO Ltd.
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Lahore Electric Supply Company Limited

PETITION SUMMARY
Details of the Petitioner
Name and Address

Lahore Electric Supply Company Limited (LESCO)
22 A Queens Road Lahore
(Distribution License No.03/DL/2002 dated April 01,2002)

Representatives of LESCO

Mr. Mohammad Akram Arain Chief Executive Officer
M, Salah-ud-Din Director/GM Technical

Mr. Abdul Ghafoor Director Operation

Mr. Abdul Majid Alvi Finance Director
Mr.Khalid Mahmood Customer Services Director
Mir, Zargham Haider Manager Finance (CPC)

Grounds giving rise to petitioner’s interest

Under the 1997 NEPRA Act, NEPRA is responsible for determining tariffs and other
terms and conditions for the supply of electricity by the generation, transmission and
distribution companies and to recommend these to the Federal Government, subject to0
the need to comply with guidelines, not inconsistent with the provisions of the
NEPRA Act, laid down by the Federal Government. NEPRA is also responsible for
determining the process and procedures for reviewing tariffs and recommending tariff
adjustments.

Accordingly, NEPRA has determined tariff for LESCO for years 2006-07 and 2007-
08 and established process and procedures for reviewing tariffs and recommending
tariff adjustments.

LESCO has been filing tariff petitions, review motions and adjustment applications as
per procedures 1aid down by NEPRA. However, the time frame prescribed by NEPRA
for determination and notification of tariff has not so far followed. Due to which,
LESCO is experiencing difficulties in operation as its existing tariff is unable to cope
with increasing prices and high inflation. Therefore, present tariff should be revised to
maintain profitability of the company. -

LESCO as a commercial organization should have a reasonable tariff for efficient and
smooth operation. The tariff should provide 2 reasonable return for Company
shareholders in addition to coverage of all prudent expenses and availability of funds
for future investment.

Licensee details

Lahore Electric Supply Company Limited (LESCO) is an ex-WAPDA Disco owned
by Government of Pakistan, It was incorporated on February 18, 1998 under
Companies Ordinance 1984 as a result of structural reforms introduced by
Government in Power Sector. It is a public limited compary providing a public utility
service i.c. distribution and supply of electricity to the distribution network of
LESCO, as set out in LESCO’s license (No.03/DL/2002 dated April 01,2002),
granted by the Government of Pakistan under the NEPRA Act.

LESCO Tariff Petition for the year 2008-09 1



Lahore Electric Supply Company Limited

CONFIRMATION OF COMPLIANCE WITH TARIFF STANDARDS AND

1.2
PROCEDURES
This Petition is being field in accordance with the NEPRA Tariff Standards and
Procedure Rules 1998 Part 11 Section 3. The information required to be filed under the
Rules is given under the following Sections:
Rules reference Regquirement Petition Reference
3 (2)a) Name and address of petitioner 1.1.1
Representatives of Petitioner 112
Grounds giving rise t0 petitioner’s interest 1.13
Licensee details 1.14
) Grounds and facts of petition 13
(<) Relief or Determination sought 2
@ Comparative schedules of charges, costs etc 3
(e) Proposed changes in tariff 4
) Summary of evidence 5
1.3  Grounds and Facts for Petition
In accordance with the requirements of the license, LESCO is hereby submitting a
petition to revise existing tariffs in its licensed area for fiscal years 2008-09 on
following grounds: ]
i) The tariff determined by NEPRA for FY 2007-08 in response to LESCO’s taniff
Review Motion dated March 19, 2007 was for one year only.
ii) The tariff determination dated January 10, 2008 for FY 2007-08 notified by GOP
is not sufficient to meet with LESCO’s revenue requirements for the year 2007-08
and 2008-09.
2 Relief or Determination Sought
2.1  Objectives of the Petition _
The aim of this petition is t0 obtain approval for the immediate implementation of
cost reflective tariffs to yield LESCO’s required revenues for year 2008-09. The
implementation of cost reflective tariffs will benefit consumers and LESCO, as it will;
i) Enable the funding of investment t0 improve service quality and reliability.
it) Enable the funding of network expansion.
iii)  Provide signals for efficient usage of, and investment in, LESCO’s distribution
network.
iv)  Ensure the financial sustainability of LESCO
2.2 Features of the Petition

This petition proposes the followings:

i) Sufficient average tariff to enable LESCO to recover prudently incurred
operating costs and eam a reasonable return on its assets to meet with its cash
flow requirements.
i) Incentives for LESCO to make operating efficiencies and reduce commercial
losses.

LESCO Tariff Petition for the year. 2008-09 2



Lahore Electric Supply Company Limited

2.3 LESCO’s Distribution Margin

NEPRA in its determination dated January 10, 2008 has allowed distribution margin
for year 2007-08 @ Rs.0.5197/-kwh sold. The distribution margin covers LESCO’s
O&M costs, depreciation, other income and return on assets. The detail of distribution
margin allowed is as follows:

Description Amount (Million Rs.)
O&M Costs 7,409.244
Depreciation 935.786
Other Income | (2,421.000)
Return on Net Fixed Assets in Operation 952.838
Income Tax 371.458
Distribution Margin 7.248.326
Estimated units sold (Gwh) 13,947

DM per unit sold (Rs./-kwh) 0.5197

The distribution margin allowed for 2007-08 requires revision on account of hyper
inflation of maintenance and investment costs. The distribution margin required for
2008-09 has been worked out and given at Annex-1. The assumptions for revision of .
distribution margin are as follows: -

O & M Costs: include the estimated cost of technical service and repair, necessary
materials for operation, salary, mandatory social insurance payments, administration,
management and other operating costs related to LESCO’s distribution and supply
business. The major O&M component is Salary which is increased by GOP in its
annual budget and proposed @ 20% of running basic pay. The O&M costs
determined by NEPRA for 2007-08 should be increased at least @ CPL, keeping in
view increase in prices of various commodities and expected increase in salary.
Accordingly O&M costs for 2008-09 are estimated as follows:
O & M = (1+CPL.)) x O&M;.,

100
Where, '
CPL,, is the increase or decrease in consumer price index during year t-1;
O&M,., is the O&M component for the previous year (+-1)

Depreciation : The depreciation for year 2008-09 is calculated on the basis; (i) the
value of assets existing prior to the determination; plus (ii) new investment in assets
by LESCO during 2008-09. The assets will be depreciated for a specified number of
years based on a straight-line method.

Other Income; This includes markup on bank deposits, late payment surcharge,
amortization of deferred credits and income from other sources. The amount
determined by NEPRA for year 2007-08 is excessive, however the same may be
considered for year 2008-09 under the given circumstances.

tver ¥

LESCO Tariff Petition for the year 2008-09 3
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Lahore Electric Supply Company Limited

ROA. NEPRA in its determination dated February 23 2007, has allowed adjustment
in Return on Rate Base (RORB) due to variation in RAB according to following
mechanism:

RORB(adj) = [(Ia-I¢) x WACC/2 + (Da-De)] / [USa * (1+G))

Where,

RORB(adj) = Required adjustment in tariff due to variation in investment
Ia = Actual investment during the year under review

Ie = Estimated investment for the year under review

WACC = Weighted Average Cost of Capital

Da = Actual depreciation for the year under review

De = Estimated depreciation for the year under review

USa = Actual units in million kwh sold in the year under review
G = Expected growth rate in sales next year

The above mechanism is applied and RORB for 2008-09 has been worked out and
given at Annex-1 and Amnnex-la. '

Total Unit Sales: A schedule of the total unit sales (in kWh) of LESCO across all
customer categories is forecasted for year 2008-09 (Annex-7). This forecast will be
used to determine the average distribution margin per unit (Rs/kKWh) needed to cover
the revenue requirement expected for the year.

Income Tax: The Income Tax @ 35% of profit is payable as per Income Tax
Ordinance. However, LESCO has brought forward heavy unabsorbed depreciation
and losses, due to which it is expected that no income tax has to be paid in 2008-09.
The same has been assumed in the tariff caiculation. The tax is however a pass
through item as per earlier tariff determination.

Power Purchase Price (PPFP)

As per NEPRA's earlier determinations, the cost of the electricity purchased is
“passed through” to consumers through the retail tariff, without affecting LESCO’s
distribution margin. LESCO is paying a Power Purchase Price (in Rs/kWh) for the
electricity it procures from NTDC or other sources, This Power Purchase Price,
adjusted for LESCO’s distribution losses, is simply added to LESCO’s overall
distribution margin to work out the retail tariffs.

In its determination dated January 10, 2008; NEPRA has allowed revision of PPP on

" quarterly basis on a prescribed formula. LESCO filed application for revision in PPP

for the period Jan-March 2008 as prescribed by NEPRA. The revised PPP is supposed
to be applicable with effect from April 01, 2008. However, the revision requested is
still under process with NEPRA and GOP. This is creating severe liquidity problems
for the Company. There is expected a loss during current fiscal year for an amount up
to Rs.5,679 Million (detail attached at Annex-2), due to higher PPP and lower
customer end tariff.

NEPRA is therefore requested to look into the matter and ensure determination of
annual tariff as well as quarterly adjustment in PPP as per its earlier decisions. The
main issues which NEPRA needs to address in its tariff methodology are as follows:

LESCQ Tariff Petition for the year 2008-09 4



Lahore Electric Supply Company Limited

i) Liquidity risks created for Company (DISCOs) by delayed adjustment of
power purchase price (PPP) fluctuations in the end-user tariffs.

ii) Liquidity risks created for Company (DISCOs) by not adjusting for changes in
the generation mix with respect to PPP fluctuations in the end-user tariffs.

iti)  Establishment of end-user rates across consumer categories and potential

" liguidity risks for Company (DISCOs).

iv)  Liquidity risks created for LESCO (DISCOs) by not adjusting components of

the average tariff for actual sales growth.

The quarterly adjustment allowed by NEPRA is not actually implemented during 2007-
08. The same if implemented does not provide total relief to LESCO as the increase in
PPP during a month may be recovered after 4 to 5 months period. It is therefore
requested that increase/decrease in PPP be allowed to pass on in the tariff on monthly
basis.

2.5 Counsumer-end Tariff

For the year 2008-09, LESCO’s existing tariff will be adjusted to incorporate revenue
requirements consisting of cost of power purchased and distribution margin required.

3 CALCULATING LESCO’S REVENUE REQUIREMENT

LESCO’S Revenue Requirement
The tariff for fiscal years 2008-09 has been calculated using the following parameters:

Inflation: the CPI as declared by federal bureau of statistics for the last 12 months i.e.
April 07 to April 08 for 17.21% (Copy enclosed) has been considered for increase in
O&M costs

Total Unit Sales: There is shortage of power generation witnessed as compared with
electricity demand during 2007-08. This phenomenon will continue in 2008-09.
During 2007-08 units to be sold were estimated at 2006-07 level of 13,947 Gwh that
may grow to 14,720 Gwh considering availability of some additional generation
facilities and maximum availability of hydro power during summer season.

Target Losses: NEPRA has determined T&D losses for FY 2007-08 @ 12.50% in
response to LESCO’s demand for 14.29%. LESCO is making its endeavor to achigve
the target set by NEPRA. This may further be improved with efficiency measures and
investment in system improvement. However, the target for 2008-09 should not be
more than 12.30% . ' ' '

Power Purchase Price (PPP): NTDC has invoiced the power sold to LESCO for the
period July 07 to May 08 @ Rs.4.47345/-Kwh (Annex-3); whereas NEPRA has
determined PPP for 2007-08 for Rs.3.556/- kwh. This clearly shows there is a gross
loss of Rs.0.91745/-Kwh up to May 2008. Keeping in view the rising cost of POL, the
cost of power purchased from NTDC or others may further increase. However, for
estimation purposes actual average PPP cost for the year 2007-08 has been considered
for 2008-09. The same will be adjusted on quarterly basis (as per the mechanism
decided by NEPRA in earlier determinations) or monthly basis if allowed by NEPRA.

LESCO Tariff Petition for the year 2008-09 5
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Purchase Costs: The cost of electricity purchased by LESCO has been calculated as
the PPP (unadjusted for distribution losses) times the units of electricity purchased.
This is also the equivalent of the units of electricity sold times the PPP adjusted for
distribution losses (PPP divided by 1 minus the percentage of allowed losses).
Therefore the cost of power purchase for year 2008-09 comes at Rs. 5.1344 /-Kwh

e At

sold assuming T&D losses at 12.30% (Annex-3). ) :

O&M;; In the tariff determination dated January 10,2008, NEPRA allowed O&M
costs for FY 2007-08 for Rs.7,409.244 million. Based on CPI of 17.21% for last 12
months to April 2008, the O&M costs for year 2008-09 worked out to Rs.8,684.375
million (Annex-1).

Depreciation: The depreciation rates prevalent as per existing practice have been
considered for Company’s Assets. The depreciation amount has thus been calculated
as the value (provisional) of the Asset on June 30, 2008 and ncw investments
(excluding customers’ deposits/contributions) during the year 2008-09 (adjusted for
non-capitalization) divided by the asset’s economic life. The depreciation charge for
year 2008-09 has been worked out accordingly at Rs.1,289 million (Annex-1 & 1a).

New Investments: New investments will be made as per the investment plan
provided in Annex-4

RORB (adj): As described above NEPRA has allowed adjustment in Return on Rate -
Base (RORB) due to variation in RAB according to following mechanism:
RORB(adj) = [(Ia-I¢) x WACC/2 + (Da-De)] / [USa * (1+G)]

Putting the values in above formula we get:

RORB(adj) = Rs.487.32 million or Rs.0.0331 per kwh sold

The after tax RORB for year 2007-08 has been determined by NEPRA for Rs.952.838
million. Accordingly, RORB for year 2008-09 is worked out at Rs. 1440.157 Million.

Distribution Margin: The sum of the O&M Cost, Depreciation, Other income and
RORB results in LESCO’s distribution margin. Dividing this by the total units to be
sold yields the average distribution margin (per K<Wh). Accordingly, the distribution
margin for year 2008-09 comes at Rs. 8,992.25 Million or Rs.0.6109/kwh sold.

The detailed calculations for distribution margin are summarized in Annex-1 & la.

Comparative schedules of charges, costs etc
The schedule of charges, costs, units sold, revenue, investment program, financial
projections etc. is provided at Annex-1to 7.

Proposed Changes in Existing tariff

For the year 2008-09, LESCO's existing tariff will be adjusted to incorporate revenue
requirements consisting of cost of power purchased and distribution margin required.
The proposed customer-end tariff is provided at Annex-8.

Tariff Determination for year 2007-08 and its Repercussions

NEPRA vide letter No. NEPRA/R/TRF-42/LESCO-2005/5584 dated January 10,
2008 issued tariff determination for LESCO. As per the determination, the
distribution margin (DM) for year 2007-08 for an amount of Rs.7,248.326 million and

LESCQ Tariff Petition for the year 2008-09 6
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Lahore Electric Supply Company Limited

Power Purchase Cost adjustment on quarterly basis as per prescribed formula was
allowed by NEPRA.

LESCO filed application (s) for quarterly adjustment in PPP that was allowed for 1*
and 2™ quarter but pending for the 3" quarter. During 3" and 4™ quarter LESCO has
experienced extra ordinary increase in PPP billed by CPPA, which could not pass on
to consumers on the one hand and GOP subsidy on the other hand.

This has caused to LESCO a gross loss to the tune of Rs. 254.617 million during
year 2007-08 (Annex-2). That when added to DM (lost) allowed by NEPRA, lead
to net loss for the year up to Rs.5,679 million. The same should be recovered
during year 2008-09. Accordingly, the revised projected Profit & Loss Account
and Proposed Tariff for year 2008-09 is enclosed as Annex-9 and Annex-10
respectively for Authority’s consideration.

Summary of Evidence

i) Statement showing calculation of Distribution Margin (Annex-1 & 1a)
ii) Statement showing Gross Profit/(Loss) for 2007-08 - _ (Annex-2)

iii)  Statement showing basis for Average PPP for 2008-09 (Annex-3)

iv)  LESCO Investment program for year 2008-09 (Annex-4)

V) Projected Financial Statements for year 2008-09 (Annex-5,6 & 7)
vi)  Category wise proposed Tariff for 2008-09 (Annex-8)

vii)  Projected P&L A/c for 2008-09 after adding loss for 200708 (Annex-9)

viii)  Proposed Tariff for 2008-09 afier considering loss for 2007-08  (Annex-10)
ix) Statement showing revised DM to account for loss of 2007-08 (Annex-11)
ix) Working of unabsorbed depreciation claimed from FBR (Annex-12)

Determination of Security Deposit Rates

LESCO has filed petition for determination of Security Deposit Rates in August 2007,
which is still pending with NEPRA. In the said petition, it was requested to determine
security deposit rates on following basis:

i) at least one month to 2.5 months average billing

ii) percentage increase in electricity tariff effective in November 1997 till date

It is once again requested to determine the rates for security deposit on the basis either
of the two above.

LESCO Tariff Petition for the year 2008-09 7
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Annexure(s)
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Annex-3

LAHORE ELECTRIC SUPPLY COMPANY LIMITED
STATEMENT SHOWING ACTUAL UNITS PURCHASED AND BILLING
FOR THE PERIOD FROM JULY 2007 TO JUNE 2008

Month Units Purchased PPP Cost Average PPP
Mkwh MRs. Rs./-kwh

Jul-07 1,743.549 5,136.140 2.9458
Aug-07 1,782.033 5,833.398 3.2735
Sep-07 1,638.718 4,971.402 3.0337
Oct-07 1,310.763 4,789.087 3.6537
Nov-07 1,107.573 4,430.505 4.0002
Dec-07 1,022.059 5,683.648 5.5610
Jan-08 928.743 5,970.347 6.4284
Feb-08 1,021.050 5,778.451 5.6593
Mar-08 1,160.795 6,003.737 5.9474
Apr-08 1,193.613 7.245.791 6.0705
May-08 1,401.516 7.274.425 5.1904
Jun-08 1,629.014 8.455.234 5.1904 *

Total 15,939.426 72,472.165 4.5467

* provisional, based on last year consumption and to meet T&D target
allowed by NEPRA and the purchase rate for May 2008 Is applied

Average PPP Upto 14,310.412 64,016.931 4.47345
May 2008

Average PPP for 2008-09 Rs./-kwh sold 5.1844



Lahore Electric Supply Company Limited
Investment Program for FY 2008-09

Particulars
DOP (Capital Contribution)
pPSDP-DOP:30% / ELR:70%
STG
Other
Total
Sources
Customers Contribution
ADB / WB Loans
Self Financing / Commercial Borrowing
Total

Annex-4

(Million Rs.)
2,453
900
5,562
938
9,853

2,453
3,753
3,647
9,853



Lahore Electric Supply Company Limited
Projected Profit & Loss Account FY 2008-09

Description
Revenue
Sale of Power
Less Cost of Power Purchased
Gross Profit

Less Operating Costs exciuding Depreciation
Less Depreciation

Operating Income

Add Other Income

Earning before Interest & Tax

Less Financial and Other Charges

Profit before tax

Less income Tax *

Profit after Tax

Annex-5

{Million Rs.)

85,307
76,314
8,993
8,684

1,289 9,973

(981)

2,421

1,440
524
916

916

Note: LESCO has obtained loans for an amount of Rs.13 Billion during 2007-08 on the
direction from PEPCO. As per communique from MD PEPCO the Loan is to be repaid
by GOP. The mark-up on the said loan is accordingly not taken into account in above

projection

* Income Tax @35% of the profit is payable as per tax law. However, LESCO has brought
forward unabsorbed depreciation and losses. Therefore, it is expected that no income tax has

to be paid in 2008-09



Lahore Electric Supply Company Limited
Projected Cash Flow for FY 2008-09

Description

Cash Generated from Operation

Profit / (Loss) for the year

Adjustments for Non-cash items
Depreciation

Provision for Employees benefits
Provision for Taxation '

Financial Charges

Cash Inflow from Operations

Working Capital Changes

(\ncrease) / Decrease In Current Assets
Stores & Spares

Trade Debts

Advances, Prepayments and Other Receivables

Decrease/(Increase) in Current Liabilities
Creditors, accrued and other Liabilities
Cash Generated from Operation

Net Cash Flow from Operating Activities
Additions in Deferred Credits

Security Deposits Received

Employees Retirement Benefits Paid
Financial Charges

Net Cash Flow from Operating Activities

Cash Flow from Investing Activities
Capital Expenditure Incurred
(Decrease)/increase in Long term Loans
Increase in Lon term Deposit

Net Cash used in Investing Activities

Cash Flow from Financing Activities
Loans Received during the year
Repayment of Loang term loans

Net Cash Inflow / (Outflow) from Financing Activities

Net Increase / (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalent at beginning of the year
Cash and Cash Equivalent at end of the year

Annex-6

(Million Rs.)
916
1,289
2872
524 4,685
5,601
(254)
(776)
914
(116)
(445) (561)
- 5,040
2,453
294
(443)
(524) 1,780
| 6,820
(9,853)
(118)
5
(9,966)
3,753
(324)
3,429
283
3,211
3,494



Annex-7

LAHORE ELECTRIC SUPPLY COMPANY LIMITED
BUDGET FY 2008-09 (REVENUE ESTIMATION)

Units to be
Sold | Tarf (Rekwh) Revenue (Million Rs,)
Sr# Category (MKWH)
2008-09 Fixed |Variable Fixed Variable Total
DOMESTIC:
1 |Up to 50 Units o8 - 1.60 - 156.80 156.80
Consumi Exceeding 50 Units
2 101-100 Units 1,535 -] 386 - 5.029.94 5,929.94
3 1101-300 Units 1,849 - 4 86 - 8,989.69 8,989.69
4 [30% - 1000 Units __ 1,865 131 . T13,638.70 | 13,639.70
5 !Above 1000 Units 655 .| 857 - 5,617.65 5,617.65
5 ITEMPORARY DOMESTIC 1 -| _8.57 - 8.57 8.57
TOTAL DOMESTIC 6,004 - - 34,342.35 | 34,342.35
7 lup to 100 Units 108 - 8.64 - 933.35 933.35
8 lAbove 100 Units 739 -| 877 - 6,482.62] 6,482.62
9 _[A-2(b) (> 20 KW) ar2 365 5.75 __201.00 2,130.801  2.340.80
11 [Temporary Commercial 14 -l 817 - 122.81 122.81
Total Commercial 1,233 - 201.00 9,678.58 9,379.58
12 |B-1 400 VOLTS UPTO 40 KW 643 - 6.78 - 4,360.92 4,360.92
13 [B2 400 VOLTS UPTO 41-500 KW 1,300 318! 5.41 1,123.00 7,035.79 8,158.79
14 |B-2 400 VOLTS (TOD) 10 315| 65.08 1.40 50.62 52.02
15 |B-3 1133 KV ' 112 305! 4.66 38.10 522.16 580.26
16 |B-3 11/33 KV (TOD) 3812 aps5] 4.68 1,310.00 18,238.32 | 19,548.32
B4 66/132/220 KV 33 295 441 7.50 145.60 153.10
18 |B4_66/132/220 KV (TOD) 3g1 295] 4.4 127.50 1,725.15 1,852.55 |
1§ |Temporary Industry _ - - - - -
Total Industrial 8,401 - 2,607.50 32,078.56 | 34,686.06
BULK SUPPLY - -
1 ¢ ) - -
20| (&) UPTO 20 KW 1 -l 701 - 7.01 7.01
21 {b) ABOVE 20 KW 41 315 6.46 31.50 254.95 206.45
| 22 | C-2 {11/33 KV) 311 305 6.16 129.00 1,818.43 204543
23 1C-3 (66!1_32!220 KV) 18 295 6.06 7.40 96.99 104.39
24 [T - - - - - -
(| Total Bulk 369 - 167.90 228538 | 2,453.28
Tubewsells - -
25 la. Scarp 180 - 6.66 - 1,199.19 1,199.19
26 |b. Punjab & Sind 218 80 451 130.15 983.65 1,113.80
27 VAgri D-2(1} TOD 230 o as 41.75 899.79 911.54
Total Tubewelis 828 - 141.90 3,082.63 3,224.53
28 |PUBLIC LIGHTING G-1 57 -l 875 - 498.87 498.87
29 |PUBLIC LIGHTING G-2 12 -| 875 - 105.03 105.03
30 |RESIDENTIAL COLONIES H-1 1 J 794 - 7.94 7.94
31 |RESIDENTIAL COLONIES H-2 -] | 794 - 47.65 4765
32 [TRACTION-1 9 -l 8.85 - 61.67 61.67
33 |CO-GENERATION TARIF-J - - - - -
Total Others 85 72116 12118
GRAND TOTAL 14,720 - 3,118.30 82,188.68 85,306.96

1 6
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Annex-9
Lahore Electric Supply Company Limited
Projected Profit & Loss Account FY 2008-09

Description (Million Rs.)
Revenue
Sale of Power 90,986
Cost of Power Purchased 76,314
Gross Profit 14,671
Operating Costs excluding Depreciation 8,684
Depreciation 1,289 9,973
Operating Profit 4,698
Other Income 2,421
Earning before Interest and Tax 7,119
Financial and Other Charges 524
Profit /(L.oss) before tax 6,595
Income Tax * -
Net Profit/(Loss) 6,595
Notes:

1. LESCO has obtained loans for an amount of Rs.13 Billion during 2007-08 on the
direction from PEPCO. As per communigue from MD PEPCO the Loan is to be repaid
by GOP. The mark-up on the said loan is accordingly not taken into account in above
projection .

2. During 2007-08 there is expected a loss for Rs.5,679 million (consisting of gross loss
for Rs.255 million and distribution margin allowed by NEPRA (lost upto) Rs.5,424
million) due to high Power purchase cost that was not allowed by NEPRA/GOP to pass
on to customers/GOP

3. During 2008-09 it is assumed that the variation in ppp requested for 2007-08 as per
NEPRA mechanism will be aflowed and resutt in higher profit for 2008-09.

* Income Tax @?35% of the profitis payable as per tax law. However, LESCO has brought

forward unabsorbed depreciation and losses. Therefore, it is expected that no income tax has to
be paid in 2008-09 _
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LAHORE ELECTRIC SUPPLY COMPANY LIMITED

-1

- g -

INCOME YEAR ENDED 30 JUNE 2007
TAX YEAR 2007

COMPUTATION OF TAXABLE INCOME AND INCOME TAX LIABILITY

Notes

Profit for the year as per P&L Account
Add:
Accounting Depreciation Note-12
Provision for Pension Note-9.1
Provision fur Medical Benefiis Note-9.1
Provision for Free Elatricity ' Note-9.1
Provision for Compensated Absences Note-9.1
Total Additions
Less:
Bad Debts Writien Off Note-16.2
Pension Paid During The Year Note-2.1
Cost of Benefits Provided- Medical Note-9.1
Cost of Benefits Provided- Free Electricity Note-9.1
Compensated Absences Paid Note-9.1
Total Deductions

Net Taxable Income/(Loss) for the Year
Taxable Income! (Loss) during Exemption Period ) 237 Days
Taxable Income/ (Loss) duringPost Exemption Perivd 128 Days
Less:
Tax Depreciation charged to Post Exemption Period Annexure-

Net Taxable Income/{Loss) for the Post Exemption Period

Carry Forward:
Business Loss
Unabsorbed Depraciation

Income Tax LiabilityUnder NTR

35 % of (7,8156,U9,061)

Minimum Tax Liability under section 113
Drstribution Margin

0.50%
Income Tax Liability - Higherof Aor B ie. B

Note:

Amount {Rs.)
Total

1,071,783, 201

897,086,926
1,582,730,119
326,089,920
197,487,73)
173,592,789

3,176,987,487

(13,646,508)
(305,948,593}
(4173,284)
(42,391,374)
{3.927,923)

64.93%
35.07%

(370,087,662)

3,876,683,506

2,518,429,200
1,360,254,306

(9,762,417,110)

{8,402,162,808)

9,762,417,110)

9.762,417,110)

1,837,415,095
9,187,075
9,187,075

(1 Income of LESCO was exempt till 22id Feburuary, 2007 and we have apportioned taxable incomwe/ (loss) on number of days, however mure appropriate

basis would have bewn tumover

2 We have calculated turnuver tax un the basis of distriburion margin as siated by SRO Ne.171/2008 dated 21 February, 2008
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LAFHORE ELECTRIC SUPPLY COMPANY LIMITED
OFFICLE OF CHILEY EXECUTIVE OFFICER
22-A QULELNS ROAD LAHORE
Phone # 6308707 Fax # 6308723
E-MAIL :ceomdlesco.gov.ph

o UAALLU Dated Mh Auguatl, 2007
TLF- 100 [L&
Rugistrar NEPRA. ey | (F €$ Lo
2" Floor OPF Building. - M
G-5/2. Islamabad. '
Subject:- Submission of the Security Deposit Petition /Request by the DISCOs.

Reference NEPRA letter No.TCD 01/1091-2006 dated July 12, 2007 on the
subject.

Enclosed is LESCO petition for determination of Security Deposit Rates and
Average Charges.

N

L\ \
< MR e @lt P
Mohammac}~ ra rain
Chicf Executive Officer
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Petition for Determination of Security Deposit Rates

By
Lahore Electric Supply Company Limited (LESCO)

Augcust, 2007

SECTION DESCRIPTION PAGE
i Detail of Petitioner 1
2 Summary of the Petition 1
3 Grounds and Facts on which the Petition is Based 1
4 Proposed Structure 2
5 Confirmation of Compliance with Tariff Standards

And Procedures 3
6 Additional Evidence K
7 Date of Implementation of the Determination 3
8 Relief or Determination Sought 3
9 Comparative Table of Existing and Proposed Rates of

Security Decposit based on 1 to 2.5 months Average Billing 4
10 Comparative Table of Existing and Proposed Rates of Security

Deposit based on “oage increase in Electricity Tariff since

Nov 01,1997 to date 5
11 Copy of Govt. of West Pakistan Notification (Annex-A) 6-11
12 Calculation of Yoage Increase in Electricity Tarilf since

Nov 01,1997 to date (Annex-B) 12
12 WAPDA Schedule of Security Deposit Rates (Annex-C) 13

i g T TN TR, D TETRINA TEON QF SECTRRIT DA

%



.  DETAIL OF PETITIONER

2. Name and Address

Lahore Flculnu Supply Company L. imited (LESCO)
Head OfMice: 22-A Queens Road Lahore

h. Representatives of LESCO

e Mr. Muhammad Akram Arain Chief Executive

e Mr Abdul Majid Alvi Finance Director

e  Mr. Khalid Mchmood Customer Services Director
o Mr. Saluh-ud-Din Technical Director

o Ch. Abdul Ghafoor Operation Director

» Sayyed Mubashar Masood - Director Legal

e Syed Zargham Haider Manager Finance (CP&C)

¢. Grounds of petitioner’s interest/ Licensee details

Lahore Electric Supply Company Limited is an ex-WAPDA DISCO owned by
Government of Pakistan and incorporated under Companies Ordinance 1984 as
Public Limited Company as a result of structural reforms introduced-by GOP. in
power sector. Principal business of the company is providing public utility service
more specifically distribution of electricity to the inhabitants of city of Lahere.
Kasur. Okara. Sheikhupura, Nankana and surrounding suburbs under a license

{(No. 03/DL/2002 dated April 01,2002) granted by NEPRA.

2. SUMMARY OF THE PETITION
The Authority (NEPRA) vide letter No. TCD 01/1091-2006 duted July 12, 2007

dirceted LESCO to submit a Tarift Petition before the Authority within 30 days.

for determination of rates of security deposit for different consumer categories on

a per KW of contracted load basis.

3. GROUNDS AND FACTS ON WHICH THE PETITION IS BASED

3.a. Grounds and Facts
3.a.i SECURITY DEPOSIT

LESCO sells electricity to customers on credit basis. As per billing procedure.

disconnection of supply of any defaulting consumer takes about two and hall

7o TARLFR PR TTHON FOR DETERMINATION OF SECURTLY Lt FONSET



months time. Seeurity deposit is therefore, taken from the consumers 1o cover risk

involved in eredit sales.

3.a.ii. Annlicaﬁon of Security Deposit Clause

The Government of West Pakistan issued under Scction 35 of the
Clectricity Act 1910 a Notification No.PRAB-1-20/69 dated 31-01-1970 (Copy
enclosed as Annex — A); Clause ~(3" of which states:

“Consumer's Security Deposit: - Security Dcposit not cxceeding the amount of

average bill for a period of two and 2 half months shall be recovered from the

consumers of different categories”.

3.a.jii. Calculation of Security Deposit

At the time of providing new connection or allowing extension of load.
the security deposit is calculated on the basis of a formula, based on estimated
load factor for different categories of consumers. The amount of security deposit
is revised from time to time taking into account the revision of electricity rates.
However, the main focus remainé that estimate of security deposit may not be
more than two and half months average bill. The last revision in security deposit
rates was nade effective [frone Noy aubar 01,1997, The warilliCutegory -wise

details are as per Annex-2.

4. PROPOSED STRUCTURE OF SECURITY DEPOSIT

4.1 Definition

A custumer will be required to pay to LESCO, an amount as security as
approved by the Authority (NEPRA) before provision of a new conncction,
restoration of the connection or approval of extension of load against risk of
possible defaull as he may enjoy electricity connection cven in case of non-
payment of bills for electricity consumed for a period up to two and a half
months. This amount paid to LESCO will be considered as Security Deposit. If
the customer no longer wishes to continue its cleetric power connection, LESCO
shall be liable to refund the Securily Deposit to the consumer on demand. In case
the customer docs not pay the electricity dues, LESCO may adjust the Security

Deposit against the outstanding amount billed to the customer.

o S T PTITION IO DIETSRMINATION OF SECURETY DRSS
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4ii.  Cagetory-wise maximum limit of Sccurity Deposit ’

The Authority shall fix the maximum limit of Security Deposit for
difTerent categorics of consumers based on the new tarifT o be notified by GOP in

coming weeks and up to two and a hall month billing.

4.iii. Additional Security Deposit Demand

LESCO may be legally empowered to demand additional security deposit
from the existing customers based on their connected load with the approval of
the Authority subject to the condition that the total Security Deposit does not
increase 2 % months billing level as already notified vide Clause ‘G™ of the

notification No.PRAB-1-20/69 dated 31 January 1970.

CONFIRMATION OF COMPLIANCE WITH TARIFF_STANDARDS AND
PROCEDURES

This Petition is being filed in accordance with the Section 3. Part-11 of the NEPRA Tarill
Standards and Procedure Rules 1998.

ADDITIONAL EVIDENCE

LESCO reserves its right to add new documents and evidences al the time of hearing as

may deemed fit.

Date of implementation of the determination

Implementation of charges will take eflect from the date of Notilication by the Federal

Government in the official Gazette.

RELIEF OR DETERMINATION SOUGHT

Existing rates of Security Deposit for new connection, restoration of connection and
extension ol load as well as security deposit paid by cxisting customers at the time of
conncction, reconnection or cxtension of load is insufficient to cover risk of’ possible
default by customers as disconnection due to non-payment of electricity bills takes up to
two and a haif months. As such. amount due against electricity consumed up to two and a
half months before disconnection cannot be adjusted fully against securily deposit paid
by the concerned customer.

¢ RS L TR PETETON FOR DETERMINATION @F ST DELENE



Theretore, Security Deposit should be enhanced to cover two and half month billing as

under:
i) From customers applying for new connection, reconnection or extension of load
ii) From existing customer who's Security Deposit has become insufTicient to cover

two and a half month billing

i)

months average consumption and new tarilf (il any)

9. COMPARATIVE TABLE OF EXISTING AND PROPOSED RATES OF

Fyvery vear in Inly the Seenrity Depocit he revised an the hagic ot lact twghe:

SECURITY DEPOSIT BASEDON 1 TO 2.5 MONTHS AVERAGE BILLING

Se.N TARIFF EXISTING RATES PROPOSED PROPOSED PROPOSED PROPOSED
0. CATEGORY (EFFECTIVE RATES (Based | RATES (Based | RATES (Based RATES (Bascd
SINCE 01.11.97) on 2.5 Months on 2.5 Months on 2.5 Months on 2.5 Months
Average Bill)* Average Bill)* Average Bill)* Average Bill)*
Rs./kw Rs./kw Rs./kw Rs./kw
1 | Tariff A-1
(S/Phase Supply)
a) Urban Rs.400/- Rs.1424 Rs.1140 Rs.855 Rs.570
; _“ a) Rural Rs.200/-
: Tariff A-1 Rs.1500/- Rs.1424 Rs.1140 Rs.855 Rs.570
T | (3-Phase supply) | Plus  Rs.400/KW
for loads above 5-
KW
3 | Tarilt A-2 Rs. 2047 Rs. 1638 Rs. 1228 Rs.819
(S/Phase Supply)
b) Urban Rs.770/-
| ! ¢) Rural Rs.390/.
\ Rs.4600;-
Taritf A-2 Plus  Rs.BOO/KW
(3-Phase supply) | for loads above 5-
KW,
4 | Tariff B-1 Rs.320/KW subject | Rs. 1529 Rs.1123 Rs918 Rs.612
to a minimum of
) Rs.6400/-
3 | Taritt B-2 Rs.550/KW Rs.1922 Rs.1538 Rs.1153 Rs.769
| | Tariff B-3 Rs. 910/ KW Rs.3060 Rs.2448 Rs.1836 Rs.1224
i f\ Taritf 3-4 Rs.930/KW Rs.2365 Rs.1892 Rs. 1419 Rs. 916
' Tarilf C-1 Rs.320/KW subject | Rs.1937 Rs. 1550 Rs. 1162 Rs.775
’ o minimum  of
Rs.6400/-
9 | TarilTC-2 Rs.91O0/KW Rs.3261 Rs.2609 Rs.1957 Rs.1304
[0 | Tariff C-3 Rs.P3W/KW Rs.1381 Rs.1105 Rs.829 Rs.5352
1 Tariff D Rs.8000/- Rs.2157 Rs.1725. Rs.1294 Rs.863
12 | Tarift D-1 Rs. 16000/- Rs. 1512 Rs.1210 Rs.907 Rs.605
13 | Tariff-F Doubhle the rates ot | Double the | Double the ;| Double the | Nouble the
regular  indusirial | rates of regular | rates of regular | rates of regular | rates of regular
tarift industrial tariff | industrial tarifl | industrial taeiff | industrial tarit?
L4 | Tarift-G Rs.970/KW Rs.635 | Rs.508 Rs.381 Rs.254
15 | Tariff-H Rs.920/KW Rs.1164 Rs.931 Rs.698 Rs.466
16 | Tariff-1 Rs.330/KW Rs. 1100 Rs.880 Rs.660 Rs.440
17 | Tarift-) Rs.910/KW NA NA NA NA

* Calculated on the basis of FY 2005-06 Sanctioned Load and Actual Tariff

¥ RN TARIFT PETTTION PO PETERMINATION OF SECURITY NPT
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Nate:- The above proposed sccurity deposit rates are indicative only.
will be charged as per their

The customers however,
expected 12 month average billing in casc of new connection,
reconnection and extension of load. The existing customers may be charged on the basis of 12

month historical consumption/billing whe

with respeet to their average bitling.

1T
[

existing security deposil

Hirmen HER Y l'. .
shaas

rates accordingly are as follows for each customer category.

re their security deposit payment becomes insufficient

te not fonsible, the Authority bs requested 1 2nhance the
rates (cffective since Nov 01, 1997) on the basis of %eage increase in

electricity tarifl effective in November 1997 till date (Annex-3). The propused security deposit

PR AL P

10. COMPARATIVE TABLE OF EXISTING AND PROPOSED RATES OF
SECURITY DEPOSIT BASED ON %AGE INCREASE IN ELECTRICITY
TARIFF EFFECTIVE IN NOV. 1997 TILL DATE
Sr.No. | TARIFF CATEGORY | EXISTING RATES | “AGE INCREASE IN PROPOSED RATES
(EFFECTIVE TARIFF FROM NOV (Based on %age
SINCE 01.11.97) 1997 TILL DATE Increase in Tariff
Lo b Taniff A-1
. (Single Phase Supply)
b) Urban Rs.400/- 66 Rs.66-
¢} Rural Rs.200/- Rs.332
2 Tarifl A-1 Rs.1500/- 34 Rs.2010
{3-Phase supply) Plus Rs.400/KW for - Plus Rs.536/kw  for
loads above 3-KW loads above 5-kw
3 Tarift A-2 :
{S/Phase Supply)
a) Urban Rs.770/- 34 Rs. 1032
b) Rural Rs.390/- Rs.523
Tariff A-2 Rs.4600/- 28 Rs.5888
(3-Phase supply) Plus Rs.B00/KW for Plus Rs.1024/kw for
loads above 5-KW. loads above S-kw

4 Tarifl B-1 Rs.320/KW  subject | 47 Rs.470/kw subject to a
to a minimum of minimum of Rs 9408/-
Rs.6400/-

# 3 Tariff B-2 Rs.550/KW 9 Rs.600/kw

6 Tariff B-3 Rs.910/KW 27 Rs.1156/kw

7 Tariff B-4 Rs.930/KW 27 Rs.1181/kw

8 Tariff C-1 Rs.320/KW subject | 62 Rs.518/kw subject to a
to  minimum  of minimum of Rs.10338/-
Rs.6400/-

9 Tariff C-2 Rs.910/KW 94 Rs.1765/kw

10 Tariff C-3 Rs.Q30/KW 94 Rs.1804/kw

11 Tarill D Rs.8000/- 56 Rs. 12480

2 Tarift D-1 Rs. 16000/- 56 Rs.24960)

13 Tarift-F Double the rates of Double the rates of
regular industrial regular industrial tariff
tarift

14 Tariff-G Rs.970/KW 100 Rs.1940/kw

15 Tarifi-11 Rs.920/KW 41 Rs.1297/kw

16 Tarifl-1 Rs.IJ0/KW 48 Rs.488/kw

”
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LAHORE ELECTRIC SUPPLY COMPANY LIMITED
Increase in Tariff Since 1997-2007

Annex-B

CATEGORY |
DOMESTIC: 01-02-1997 |24-02-2007 Increase %
UPTO--—-50 Units 1.4 1.60 4414
1-—--100 Units 1.51 2.70 78.81
101-—-300 Units 2.12 370 7453
301--—1000 Units 4.71 6.30 33.76
ABOVE 1000 Units 3.60 7.60 111.11
Commercial
‘UPTO----100 5.59 7.50 34.17
, ABOVE---100 599 765 27.71
- aadDUSTRY
“ 4 400 VOLTS UPTO 40KW 3.9 5.75 47.06
B-2 400 VOLTS UPTO 41-500KW 5.07 5.54 9.30
B3 11/33 KV (TOD) Peak 452 575 27.21
B4 66/132220 KV Off Peak )
B4 66/132/220 KV Peak 434 5.50 yix sl
BULK SUPPLY
(a) UPTO 20KW 332 6.00 80.72
(b) ABOVE 20KW 437 6.23 42,56
C-2 (11133 KV) 3.09 5.99 93.85
TUBEWELLS.

D-2 (i}. Punjab & Sind 353 5.50 55.81
PUBLIC LIGHTING G-1 38 7.59 99.74
RESIDENTIAL COLONIES H-1 4.82 6.78 40.66
~ACTION - 384 5.69 48.18

~

65.83

61.65
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Annex-C

WAPDA SCHEDULE OF SECURITY DEPOSIT RATES

(EFFECTIVE 01-11-1997)
Sr. No.,x_ TARIFF CATEGORY __ | . _ RATES
! TariiT A (Single Phose Supphy)
d) Urban Rs.400/-
¢) Rural Rs.200/-
2 Tariil A-1 (3-Phase supply) Rs 1500/ - PLUS RsA00KW for loads
above 5-KW
3 Tani T A-2 (S/Phase Supply)
d} Urban Rs.770/-
e) Rural Rs.390/-
TarifT A-2 (3-Phase supply) Rs.4600/- PLUS Rs.B00/KW [for loads
above 5-KW.
4 Tariff B-1 Rs.320/KW subject to a minimum  of
Rs.6400/-
5 Tariff B-2 Rs.550/KW
P 6 Tariff B-3 Rs.910/KW
7 Tariff B-4 Rs.930/KW
] Tarift C-1 Rs.320/KW subject 10 minimum  of
Rs.6400/-
9 Tariff C-2 Rs.910/KW
10 Tariff C-3 ) Rs.930/KW
1 Tarift D Rs.8000/-
12 Tariff D-1 Rs.16000/-
13 Tariff-F Double the rates of regular industrial tariff
4 | lantl-U Ks YTWR W
15 Taritt-11 Rs.92W/KW -
16 Tarift-1 Rs.330/KW
17 Tarifl-J _ Rs.910/KW ,

Notified vide Circular No.3147-31 6‘7;‘GMCSfTarilTslG-126(lll) dated 11-10-1997,

Nate-1: The new rates will he applicable for charging security deposit from: -

a. All new connections (prospective consumers) who are issued demand notices on or after

o) 01.11.1997.

b. The existing consumers where security already deposited by them has become invalid.

¢. The existing consumers where there is change of owner or occupier and such owner or
occupier fails to {urnish security according toe the prevalent rules. before getting supply in
his name.

d. The existing consumers where there is alteration in connected load whether it is by the
present consumer or may have been carried out by the previous consumer without the
approval of the competent authority.

Note-2:  For the purpose of calculating the security deposil. the traction of kilowatt {for loads above
one kilowatt) which is equal to, or more than half kilowatt. shall be 1aken as one kilowatt, and
the traction which is less than half a kilowatt shall be ignored.

Note-3:

The enhanced security rates will not be applicable on the demand notices already issued upto
30 days from date of issue of demand notice. However, revised rates would be applicable it
the amount of security is not deposited within 30 days of issue of demand notice.
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August 31,2007

DECISION TAKEN IN THE AUTHORITY REGULATORY MEETING 07-283
HELD ON AUGUST 31,2007 REGARDING SUBMISSION OF THE SECURITY
DEPOSIT PETITION BY LAHORE ELECTRIC SUPPLY COMPANY (LESCO)

& FAISALABAD ELECTRIC SUPPLY COMPANY (FESCO)

The Authority considered the case presented by the Registrar/DG and
relevant decision already taken in the matter. The Authority decided
that based on the decision of June 14, 2007 the proceeding have
already been initiated suo-moto to determine the security deposit in
respect of Ex-WAPDA DISCOs, therefore, there is no requirement of
filing separate petitions for the purpose.

Registrar/DG to allocate case number & D.G (CAD & C),alrcady
designated as Case officer by the Authority,to proceed further in the
, matter as per Tariff Standards & Procedute Rules. The information

fali, already received from DISCOs be made a part of the relevant Case
- record.
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{Abdul Rahim Khan) ' (Lt.Gen® Saeed uz Zafar)
Member /Vice Chairman Chairman




