MULTAN ELECTRﬁC POWER COMPANY LIMITED

Ph: # 061-9220095 OFFICE OF THE
PBX-061-9210380-84/2058, 2093 FINANCE DIRECTOR
Fax: 061-9220116

NO. FDM/BS/Tariff/ g S é[ Date: 2 §/10/2019
foy N 'SL/PC\ 1
The Registrar, 7 y o 1/ - ;b
National Electric Power Regulatory Authority, R Q.m” / Daﬂ -+ 2B X 19
NEPRA Tower, Atta Turk Avenue, T k-, _ RS N
Sector G-5/1, —=SAG) L —SaTech) | YSITe-
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Subject: - TARIFF PETITION OF MEPCO POWER SUPPLY BUSINESS FOR F.Y.
2018-19 AND K.Y, 2019-20 - MEPCO (LICENSE # 06 DL/2002)

Ref: - i. NEPRA letter No. NEPRA/SAT-1/TRF-100/9893 dated 03/06/2019

ii. MEPCO Tariff Petition filed vide No.FDM/BS/Tariff/3556 dated: 05/09/2019
iii. NEPRA letter No. NEPRA/R/TRF-100/MEPCO/18914 dated: 09/10/2019
iv. Consultative Session held on 09/10/2019 arranged by NEPRA.

In the light of Amended NEPRA Act 2018, MEPCO Tariff Petition for Power Supply
Business for two years i.e. F.Y. 2018-19 and F.Y. 2019-20 under Single Year Tariff Regime is
resubmitted after doing the needful as desired vide your letter dated, 09/10/2019 as well as
deliberations imparted during the Consultative Session on the subject dated, 09/10/2019 arranged by

NEPRA. //

It is, therefore, requested to admit the attached petition for determination of Consumer End

Tariff under Power Supply Business of MEPCO for F.Y. 2018-19 and F.Y.2019-20.

It is worth mentioned that separate Tariff Petition for Distribution Business of MEPCO for
FY 2018-19 & FY 2019-20 is simultaneously being submitted to the Authority as required under
Amended NEPRA Act-2018.

Chief Bxecutive Officer
DA/ 1. Affidavit in original (one page) "
2. Tariff Petition (165 Pages)
3. Bank Draft for No.BBB-13441047 amounting to Rs.980,838/- has already been submitted
vide this office letter No.FDM/BS/Tariff/3556 dated: 05/09/2019
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Before the National Electric Power Regulatory Authority N
Affidavit

I, Engr. Tahir Mehmood, Chief Executive Officer, Multan Electric Power Company Limited (Distribution
License # 06/DL/2002) being duly authorized representative/attorney of Multan Electric Power Company
Limited, hereby solemnly affirm and declare that the contents of the accompanying Petition/application No

O/ ) 8 dated 24020/ 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 furt]

S5

documentation and information to be provided by me in connection with the accompanying petition shal! be

true to the best of my knowledge and belief.

DEPONE

Engr./Tphir Mehmood

Chief Executive Officer,

Multan Electric Power Company Limited
(MEPCO)

Verified on oath this that the contents hereof are true and correct to the best of
my knowledge and belief and nothing has been concealed.
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MULTAN ELECTRIC POWER COMPANY LIMITED
TARIFF PETITION OF MEPCO FOR SUPPLY BUSINESS

INDEX
Sr. No. DESCRIPTION |

1 v Affidavit
2 Bank Draft
3 Resolution of Board of Directors MEPCO
4 Tariff Petition »
5 Standard Petition Forrﬁats
6 Company Statistics
7 Profit & Loss Statement
8 Profit & Loss Statement ( Month wise )
9 Balance Sheet
10 Cash Flow Statement
11 Power Purchase - Actual (T -Year 2017-18)
12 Line Losses Statement
13 DISCO load factors
14 Average Rate per Unit Purchased and Sold
15 Demand (Actual and Calculated) and Number of Customers
18 Sold Energy Evaluation and Setting up Sold Energy Average
17 Load Growth Evaluation and Setting up Load Average
18 Asset Register
19 Aging of Accounts Receivables
20 Sales Growth with Distribution losses
21 Operating Cost
22 Distribution Margin Comparison
23 Financial Chargés
24 RORB Calculation
25 Revenue Requirement
28 Investment
27 Interest on Development Loans
28 Development Loans
29 BONDS

| 30 Domestic Consumer's Analysis
31 Provision for Tax
32 Existing and kF’roposed Tariff Statement
33 Actual Revenue & Subsidy Statement
34 Proposed Revenue & Subsidy Statement
35 PPP-1 to PPP-10
36 Financial Assumptions
37 Compliance to NEPRA Directions
38 MEPCO Three Years Financial Statements (FY 2015-16 t0.2017-18)
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MULTAN ELECTRIC POWER COMPANY LIMITED

Tele: 061-9210352 Office of the
PBX- 9210380-84 Chicf Exccutive Officer
NO, [ ¢ ‘? c /Company Sccy: ‘ Dated 3¢ ('_f ~ 2 el ('?

The Finance Director,
MEPCO H.Q. Multan.

Subject: - AUTHORIZATION TOQ CHIEF EXECUTIVE OFFICER TO FILE
THE TARIFF PETITION ~

It is informed that the Board of Directors in its 59 Meeting held on July 14, 2009
at MEPCO Head Quarter Multan has passed the below noted Resolution: -

“Resolved that Chief Executive Officer MEPCO be and is hereby authorized
to file the Tariff Petition with NEPRA whenever required in future.”

(EngroShahbaz Ahmed Khan)
Company Sceretary MEPCO






= BEFORE THE :
NATIONAL ELECTRIC POWER REGULATORY AUTHORITY, ISLAMABAD

oy The Multan Eleetrlc Powcr Compdny Ltd (MEPCO) Khanewal Road, Multan through its
l Chlef Executive Officer, Engr. Tahir Mahmood,
| PETITIONER
| PETITION FOR DETERMINATION OF CONSUMER END TARIFF FOR THE
9 TARIFF C()NTR()L PERIOD FY 2018-19 & FY 2019 20 UNDER SYT FOR
|
' -POWER SUPPLY BUSINESS)

Respectfully Submitted,

- 1. That the ,Peti.tioner, Multan Electric Power Company- Limited, hereinafter referred to as

MEPCO ot Cofnpany, is a public limited company having its registered and principal office
_ at 414, WAPDA House, Lahore. MEPCO, as a public utlhty, is engaged in distribution/
- e fsupply of electrlc power in | 1ts licensed service terrltory comprlsmg 13 Administrative
- Districts of Southern Punjab '

T MEPCO is rrgpresented by fthe following duly authorized ofﬁcérs:

e ‘Mr. Tahir Mahmood Chief Executwe Officer

E o Mr. Mian Ansar Mahmood Fmance Dlrector
o Mr. Abdul Aziz Niazi GM (Customer Servxces)




3. GROUNDS OF THE PETITION:

Under section 7(2)(ac), (b), (i) & section 7(3)(a) of Regulation of Generation,
Transmission and Distribution of Electric Power Act 1997 (Amendment Act 2018), NEPRA
(The Authority/ Regulator) has powers for determining tariffs and other terms and conditions for
the supply of electricity by the generation, transmission and distribution companies and to
recommend the same to the Federal Government for notification. NEPRA is also responsible for
determining the process and procedures for reviewing tariffs and recommending periodical tariff
adjustments. NEPRA shall determine the tariff of the licensee on the guidelines given at section
31(3) of the NEPRA act. _

Under section 31 (2), The Authority, in the determination, modification or revision of

rates, charges & terms & conditions for the provision of electric power services shall keep in
view,

a) The pfotectio’n of consumers against monopolistic and oligopolistic prices.

b) The research, development and capital investment program costs of licensees.
¢) The encouragement of efficiency in licenses, operatioﬁs and quality of service.
d) The encouragement of economic efficiency in the electric power industry.

¢) The economic and social policy objectives of the Federal Government.

f) The elimination of exploitation and minimization of economic distortions.

There are three main sources of funding available with the petitioner;

1) Adequate revenue through tariff,

i) Borrowings and

iil) Internal efficiency improvements which result into either increase in revenue or cost
reduction.

For this purpose, MEPCO has to file Tariff Petitions, review motions and adjustment
apphcatlons as per procedures laid down by NEPRA. Timely determination and notification of

~the tariff ensures internal financial viability of a utility which is the basis to embark upon and
- explore. other resources of funds and can only be ensured through adequate consumer end tariff

which could recover all prudently incurred costs and provide reasonable return to support its

Tfuture investment for improvement in internal efficiency and expansion of network.

4. LICENSEE DETAILS

MEPCO is a licensee public utility responsible for dlstrlbutlon & Supply of electricity to
the consumers MEPCO holds Distribution license No. 06/DL/2002, issued by the Regulator and
as per clause 23E (1) of NEPRA Act, 1997 (Amended Act of 2018), MFPCO is' deemed to hold a
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license for supply of electric power for a period of 5 years. MEPCO, in accordance with the
requirements of the license, hereby submits its petition to determine tariff for 2 years: FY 2013-
19 and FY 2019-20 in its licensed area under single year tariff regime.

5. CONFIRMATION OF COMPLIANCE WITH TARIFF STANDARDS AND
PROCEDURES

This petition is being filed in accordance with Section 23E of NEPRA act (Amended
2018), NEPRA Tariff Standards and Procedure Rules 1998 and the NEPRA Tariff Guidelines
2015,

Rules reference Requirement Petition Reference
3(2)(a) Name and address of Petitioner 1
Representatives of Petitioner 1
Grounds of the Petition 2
~(b) Licensee Details ‘ 2
(c) Grounds and Facts for Petition 6
(d) Relief / Determination sought 7
(e) Proposed Changes in Tariff 12
® Summary of Evidence 12

6. ASSUMPTIONS FOR PREPARATION OF THE PETITION

In pursuance of NEPRA Act (Amended 2018) and Authority instructions conveyed vide :
letter No. NEPRA/SAT-I/TRF-100/9893 dated 03/06/2019, MEPCO is filing separate Tariff -
Petitions for Power Distribution Business and Power Supply Business. As a matter of fact it is
apprised that MEPCO is not maintaining separate books of accounts for the two businesses i.e.
Distribution business & Power Supply Business, therefore, MEPCO has assumed that

i)  The data for the FY 2017-18 relates to both the businesses, therefore, same has been used
as base year for FY 2018-19 & FY 2019-20.

ii) Separate data for Supplier’s business is not bifurcated in books yet and same book of
accounts are being used for recording data pertaining to both the businesses.

iii) The estimated expenses relating to Supplier’s business has been projected on the basis of
available data in separate A/c heads (where possible) in combination with careful
projections of the costs. ‘

iv) the projected expenses relating to Revenue offices, Meter Reading Services, Bill
Distribution Services, Collection charges, Commercial Department and MIS (Management
Information System) department are included in Power Supply business costs.

v) all fixed assets belong to Distribution business.
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Xii)
Xiii)
Xiv)
XV)

XVi)

CPPA issues power purchase invoices directly to the Power Supply Business and its
payment is also the responsibility of the Power supply business.

The Revenue Requirement of Distribution Business has been included as a cost for Power
Supply Business.

The recovery of outstanding balances of NTDC, CPPA and the payments to NTDC, CPPA
and Distribution business is the responsibility of the Power Supply Business.

Bad debts relate to supply business.

The costs relating to Supply business are a sunk cost for MEPCO which do not depend
upon the quantum of the business.

MEPCO is a “Supplier of Last Resort” which means that MEPCO is to keep and maintain
supplier business setup to cope with any untoward situation.

In view of above two points, the provision for employee’s Post retirement benefits of all
employees are being charged, maintained and displayed with Distribution business.

All equity, previous dccumulated losses and prior year adjustments (PYA) belong to
Distribution business.

All arrears of recovery from consumers for the previous periods belong to Distribution
business but supplier business is responsible for its recovery.

All previous long term loans and debt servicing is the responsibility of the Distribution
Business.

The Supplier’s margin has been assumed as 3% of the PPP of the supply business.

xvii) All transmission and Distribution losses relate to Distribution business, however, MEPCO

has some reservations on issue which are discussed in detail in the suggestion part of this
petition.

xviii)The claims and receipts of all subsidies including Tariff Differential Subsidy is the

Xix)

XX)

xxi)

responsibility of the Supply business. )
The receivable from associated companies regarding ﬁee supply will be dealt by the supply "
business. -

The supply business is responsible for accumulated profit/ loss of its business only for thew
tariff purpose. However, MEPCO will take necessary steps to maintain separate books of
accounts for Distribution and supply business in future.

The whole wire business from 132Kv to the consumer meter is owned and maintained by
the distribution business. Therefore the investment on the system also falls under the
responsibility of the distribution business. ‘

xxii) The Late Payment surcharges and Supplemental charges belong to the Supplier’s business

and theses heads will knock off each other.

xxiii) Supply business is to arrange working capital due to time Jag between actual PPP invoiced,

its notification in FCA, billing to consumer and the collection. Therefore, Authority is
requested to allow cost of working capital to the supply business.
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6.A SUGGESTIONS

The article 7 of MEPCO’s Distribution License (No. 06/DL/2002 dated 25" April,2002)
exclusively allowed / authorize MEPCO to provide distribution services, make sale of electric
power, make schemes and engage in incidental activities in its service territory.

Under the NEPRA (Amendment) Act, 2018, the definition of distribution has been amended to
omit sale of electric power and distribution means only delivery of electric power. For sale of
electric “Supplier of Electric Power™ has been introduced and exclusive rights of given earlier to
distribution companies have been taken away with the purpose of encouraging participants to act
as Supplier of the electric power.

In this regard, NEPRA has proposed modification in Distribution License of MEPCO. The text

of proposed modification in Article-7 of Distribution Licenses (No. 06/DL/2002 dated
25/04/2002) is as under:

Duties and Responsibilities of the Licensee:

“The Licensee shall during the term of the license, provide distribution service in the
service territory and frame schemes in respect of that service territory as per
provisions of" Article 3.2(i). The Licensee shall also make sales of electric power,
make schemes and engage in incidental activities in the territory as a deemed supplier
in terms of Section-23E of the amended NEPRA act.”

It is worth-mentioning here that NEPRA has issued distribution license for the period of twenty
years which will expire in 2022. However, terms & conditions of the said license have been
amended during the currency of Distribution License as discussed above under section 6 (A).
The Authority solicited MEPCO’s comments on Proposed Modification in the Distribution
License of MEPCO vide letter No. NEPRA/ ADG(L)/ LAD-06/ 18549 dated 23.11.2018. The
requisite comments were submitted vide MEPCO letter No. FDM/ BS/ Tariff/ 21076-82 dated
08/01/2019. The initial comments on the proposed modification are reproduced hereunder:

i)  The statement of the reasons in support of the modification under section 10(b) of NEPRA
Licensing (Application and modification procedure) Regulations 1999 does not comply
with the provisions of section 5 of the said regulations.

ii) The demarcation point of electric power between distributor of electric power and supplier
of electric power has not been specified in the act. However, it is suggested that Common
Delivery Point between distributor and the supplier of electric power should be 11kv
distribution transformer; it will shift responsibility of administrative losses to the supplier
of electric power instead of the distributor.

iii) The méchaﬁiém of cross subsidy will not be applicable after this amendment and entrance
of different suppliers of electric power.

iv) The modification will allow the private parties to be “Supplier of Electric Power” which
will affect the socio economic problems in the country. The investors will attract the good
consumers located in the well settled areas whereas the DISCOs will have to serve the far
flung and less profitable or no profitable areas, which will further increase pressure on poor
CONSUMmers.

v) Distribution is a natural monopoly because it is not possible for all the suppliers of energy
to setup its own distribution system, if it is so, then it will not be feasible for Supplier of the

5
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last resort (DISCOs) to maintain its distribution system in the presence of separate pockets
of distribution systems.

vi) The socio economic purpose of facilitation for all consumers at affordable price will not be
achieved due to scattered consumer ship and shift of cream to private sector, which will
add losses to the DISCOs financial statements.

vii) The responsibility of losses to be shared between the distributor and the supplier are not
clear. In case, T&D losses are charged to the distribution companies, then it will drastically
lead to the poor financial condition of these companies.

viil) The arrival or departure of a suppler should involve some criteria with defined length of
period. The introduction of supplier of electric power will also create a serious human
resources problem in DISCOs. If supplier enters or leaves into a specific area, where the
consumers are to be served by distribution company, then ensuring the availability of staff

- will be a great issue.

In light of above it is evident that this major deviation requires rules and regulation (as per
Amended Act of 2018) for DISCOs, generating companies and the suppliers. In absence of
such rules and regulations the comments are just a faint overview of the situation and
MEPCO reserves the rights to convey and further comments if required in future.

7. GROUNDS AND FACTS OF PETITION

‘ -~ MEPCO is required by NEPRA Guidelines for Determination of Consumer End Tariff
(Methodology & Process), 2015 notified by SRO# 34(1)/2015 dated 16/01/2015 to submit its
tariff petition in accordance with the notified tariff methodology in order to increase the stability |
and predictability of the future revenue of MEPCO but no regulations are yet available for
submission of separate tariff petitions for Distribution business & Power supply business,
therefore, for the time being, the formats of already notified guidelines are being used for this:

~_purpose.

"The Revenue Requirement of MEPCO is composed of two components: Pass through .
cost and Power Supplier Margin. The power purchase cost forms the major portion of the pass
through cost which the company must pay on regular basis to ensure continuous flow of power.

. Likewis"e,‘PoWer,Suppliel' Margin is equally important as MEPCO (Supply Business) must earn
~ sufficient margin with adequate stream of cash flow to discharge its financial commitments and

make' improvements in efficiency.

In Vieﬁ of the above, MEPCO (Power Supply) is subnﬁtting Tariff Petition for the 2
years L.e. FY 2018-19 and FY 2019-20. Following are the cost categories to be considered as per

- the Tariff Guidelines: -

o Power Purchase Cost:
o Fuel Component



Variable O&M

Capacity Charges

Transmission Charges

Revenue Requirement of Distribution Business

o O O O

i e Power Supply Margin (PSM): -

Salary & Wages and Other Benefits
Travelling Expenses ’
Operation, Maintenance Other Expenses
Power Supplier’s Margin ’
Supplemental Charges

(Other Income/ LPS)

c 0 O 0O O O

- The Costs assumed as the costs of Supply Business will be readjusted when actual

3 separate cost will be available for both the businesses which may differ from the above assumed

l heads/ costs. For the purpose of the tariff determination methodology, the following have been
defined in this application as:

‘ ¢ Base Year FY 2017-18, means the year on which the annual tariff projection is being
? based. As MEPCO is not maintaining separate books of accounts for Power Supply
| Business, therefore, the combine data of FY 2017-18 is being used for the purpose of -
Base Year. However, MEPCO will adjust the costs on the basis of actual costs when
f 3 separate actual costs will be available for this purpose.
L ,
e o Test Year 2018-19 means the first year of tariff c'onﬁol period of the 2-financial years
S under Single Year Tariff (SYT) regime. '
} e Tariff Control Period means 2 financial years of assessment i.e. 2018-19 and 2019-20
under SYT. :
% 8. RELIEF/DETERMINATION SOUGHT
m’ 8.1. Objectives of the Petition
The aim of this petition is to seek determination of cost reflective tariffs to yield
f MEPCO’s Power Supply required revenues for the tariff control period i.e. FY 2018-19 and FY

2019-20 effective from July 1, 2018. Additionally, this Tariff Petition for the 2-years sets out
; required revenues and timetable for rebalancing tariffs in MEPCO’S Power Supply area
I according to the mechanisms defined by the Tariff Guidelines and to ensure achievement of the
objectives of the Tariff Petition.




The implementation of cost reflective tariff and associated periodic adjustments will

benefit consumers and MEPCO Power Supply as it will:

® Provide adequate funds for the operation and maintenance of the Power Supply

Business.

¢ Enable to improve service quality and reliability for consumers.

e Ensure the financial sustainability

» Ensure timely recovery of determined revenue requirement i.e. power purchase cost

& Power Supplier’s Margin

» Give price signal for efficient use of electricity

8.2. MEPCQ’s Power Supply Margin

NEPRA in its determination dated July 6, 2018 has allowed distribution margin for
financial year 2017-18 @ Rs. 1.145 / kWh sold against the requested Distribution Margin of Rs.
1.83/ kWh. However, the DM allowed by the regulator to some of the other companies is given

hereunder for comparison purpose.

Companies Rate Amount
Rs./kWh (Rs. inMillion)
IESCO 1.48 17,370
FESCO 1.49 21,244
GEPCO 1.29 14,418
LESCO - 1.24 29,523
MEPCO 1.14 20,518

*Information on the basis of available data.

Consumers
(Million)

2.980
4.010
3.191
4.757
6.865

Area

Sq. KM

25,724
47,000
17,206
19,064
105,505

The power supply margin covers supply business O&M costs, Supplemental Charges
and Supply margin less Other Income (incl. Late Payment Surcharges). The calculation of the
requested Power Supply margin has been assumed as 3.0% of the Power Purchase Price of for
the year. It is again stated that all the above assumption will be corrected on availability of the
actual data for both the business. The above is mere a projected cost bifurcation which is not

supported by separate books of accounts.

- The following formula in accordance with the NEPRA Tariff Guidelines 2015 has been

used to calculate the Power Supply Margin with adjustments:
DMy = RBp * RORBp + Dy + Ep + tp + ORCp

Where:

DMp is the eligible distribution company's Distribution Margin (DM is

replaced with PSM)

RBp is the eligible distribution company's rate base (Replaced with 1.5%

of the PPP)



RORBp, is the eligible distribution corﬁpany’s cost of capital (Replaced as
stated in RBp,

Dp is the eligible distribution company's depreciation expense (Nil as no
assets belong to Power Supply Business)

Ep is the eligible distribution company's expenses inclvuding but not
limited to operation, maintenance and human resources

T p is the eligible distribution company"s federal and provincial taxes
(allowed as pass through)

ORCp is the eligible distribution company's other regulatory costs
including other income (including Revenue Requirement of the Distributor
Business) ' :

8.3. Power Purchase Price (PPP)

As per the tariff methodology prescribed in the NEPRA Tariff Guidelines 2015, the
following formula is used to evaluate the power purchase cost:

Where:

PPP = PP(EC) * Q(p) + PP(cc) +TC

PPP is the Power Purchase Price

PP (EC) is the energy charge part of PPP
Q(p) is quantity purchased by the conipany'
PP(cc) is the capacity charge part of PPP ‘

TC is the transmission cost

" In addition, MEPCO (Power Supply) has included Market Operation Fee (MoF) of
CPPA-G in Power Purchase Price. MEPCO pays Power Purchase Price in Rs/kWh for the

electricity it procures

from CPPA-G or from other sources on behalf of CPPA-G, which would

include the generation and transmission charges (regulated by NEPRA). This Power Purchase

" Price, adjusted for MEPCO’s distribution losses and the distribution margin and impact of Prior

Year Adjustment (PYA), if any, will be added to work out the Revenue Requirement of

Distribution Business.

Thus, the cost of the electricity purchased and other related costs would be

“passed through” to the consumers through the retail tariff, without affecting MEPCO (Power

supply) margin.

While passing through the PPP, it is recognized that all distribution companies
experience distribution losses of various levels, defined as the percentage of the difference
between the units received by the company and the units billed to the consumers. The PPP
should thus be adjusted in such a way that MEPCO (Supply Business & Distribution Business)



[

=) )
=
i
i

would be compensated for the T&D losses, without hindering the incentive to eliminate the total
losses.

PPP = Unadjusted PPP
1-L

Where;

»  Unadjusted PPP is the cost of electricity supply charged by CPPA or any other source
at any given time;

> Lis the target T & D losses for the year, defined as a percentage of purchased units, in
accordance with a schedule established for the control period.

- MEPCO is of the view that there should be a mechanism to shift the responsibility of LT
losses to the Power Supply Business instead of charging total T&D losses to the Distribution
Business

However, for the tariff control period, the following target of Transmission &
Distribution losses is proposed for the consideration of the Authority:

Year T&D Losses
2018-19 .
(Actual & Unaudited) 15.79%
2019-20 (Projected) 15.71%

Based on the above formula, the compensation for T&D losses would be automatically
adjusted for any changes in the power purchase cost. The schedule of target losses, however,
would be maintained for the whole of the tariff control period regardless of the actual T&D
losses sustained by MEPCO. Thus, if MEPCO is not able to meet the target loss reduction, it
would be penalized by not being able to recover the cost of extra units lost from the retail tariffs.
If, on the other hand, MEPCO’s actual loss reduction outperformed the target level, it would be
able to gain extra revenues from the loss adjustments to the PPP.

The working of the power purchase cost for the Tariff Control Period would be
projected and determined by NEPRA based on the information provided by CPPA-G and
DISCOs with regards to generation plan (including existing and future plants' capacity), targeted
transmission and distribution losses and assumptions based on fuel prices, dollar exchange
fluctuations and local and international CPI etc. The main factors as mentioned in the guidelines
are summarized below:

Forecasts/ projections of fuel expenses
Variable O&M of generation companies

Forecasted/ projected Generation Capacity Charge component of the power purchase price
The Transmission Charges of NTDC

@
®
®
®
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»I . o The quantum of generation is also projected from each generation plant for each test year
i keeping in view the upcoming generation facilities and ongoing power sector constraints
such as circular debts etc.

. For adjustments with regards to the power purchase cost:

| e Quarterly/Bi-Annual PPP Adjustments the scope of which is limited to:
} The adjustments pertaining to the capacity and transmission charges.
The impact of T&D losses.

Adjustment of Variable O&M cost.

Impact of Excess/Less units purchased.

O 0O O O

e Monthly Fuel Price Adjustments (FPA):

| o The adjustments on account of variation in fuel cost component of PPP are made on

monthly basis and reflected in the consumers' monthly bill as Fuel Price Adjustment.

Besides, in case of any abnormal changes, the Authority may review these references at

the time of quarterly/ periodic adjustments. Here it is pertinent to mention that PPP is

= pass through for all the DISCOs and its monthly references would continue to exist

irrespective of the financial year, unless the new Schedule of Tariff (SoT) is notified by
GoP.

O

PROPOSAL

As has recently been experienced that in the delay/ absence of Quarterly/ Bi-annual
adjustment during the F.Y. 2018-19 to reflect variances from reference Capacity charges,
= : Transmission charges, variable O&M ete, the Cash flow of the whole power sector is “
; adversely affected. To check its recurrence, it is proposed that adjustment of total PPP
including Fuel component, Capacity charges, Transmission charges and variable O&M etc

{ should be allowed on monthly basis on the analogy of FPA.

The proposed tariff is set under a formula based methodology and consists of the following:
" i) The average Power Purchase Price (PPP) including Revenue Requirement of Distribution
Business, a pass through item, and

ii) The average Power Supply Margin (PSM).

9. CONSUMER-END TARIFF

MEPCO’s existing tariff will be adjusted to incorporate revenue requirements for cost of
power purchase and Power Supply Margin projected for the financial year 2019-20 as well as the
unrecovered costs on account of PPP, operating expenses, Prior Year Adjustment etc. for FY
2018-19 and the legitimate cost claims pertaining to the previous years as per the mechanism
provided in tariff methodology and guidelines coupled with the changes proposed as above.

11
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10. PROPOSED CHANGES IN EXISTING TARIFF

MEPCO’s Power Supply Business revenue requirements for the FY-2019-20 comprising
PPP and PSM projected for the year and recovery for the previous period’s legitimate cost have
been proposed as consumer-end tariff for the period.

11. SUMMARY OF EVIDENCE

That the summary of evidence giving brief particulars of data, facts and evidence in support
of this petition forms an integral part hereof as mentioned below:

A. Copy of Resolution of Board of Directors MEPCO (Annex-I)
B. Standard Petition Formats (Annex-II)
C. Three years Financial Statements (2015-16 to 2017-18) (Annex-I1I)

That in view of the grounds and facts mentioned above, it is respectfully prayed that while
admitting and allowing this petition, MEPCO’s Power Supply tariff for the 2 years: FY 2018-19
& FY 2019-20 may very graciously be determined as estimated hereinabove by allowing the
following relief:-

a. Proposed tariff be allowed and made applicable immediately upon admission of this petition
subject to an order for refund, if any, for the protection of consumers during the pendency of
this petition in terms of Sub-Rule 7 of Rule 4 of NEPRA Tariff Standards and Procedure
Rules, 1998,

b. MEPCO (Power Supply Business) Tariff for the two financial years i.e. 2018-19 and 2019-20
may kindly be determined and allowed,

¢. Allow Rs. 97.91 million being cost of proposed new hiring against vacant positions and Rs.
32.61 (M) for creation of new office during FY 2019-20.

d. PYA relating to previous years, as detailed in Tariff Petition of Distribution Business be
allowed.

e. Allow the O&M expenses as per actual requirement,

f. Financial viability of the petitioner for the reliable supply of electricity to more than 6. 86
million consumers may kindly be ensured,

g. Any other relief which the Authority deems appropriate.

12, COMPLIANCE OF DIRECTIONS

Compliance status of Authority’s directions given in Tariff Determination dated 6™ Jul. 2018
for FY 2017-18 has already been provided vide letter No. FDM/ BS/ Tariff/ 28351 dated
15/03/2019.

PETIJIONER
Multan Electric Power Company Ltd.

Through:

( Engr. Tahir Mahmood )

Chief Executive Officer MEPCO
Dated: 05 - 09 - 2019






FORM -1

? MEPCO Supplier
] Statistics
Actual Un-Audited Projected
Number of Consumers Nos. 6,072,782 6,485,431 6,864,669
Area Km 105,505 105,505 105,505
Circles Nos. 9 g 9
Divisions Nos. 37 38 40
Sub Divisions Nos. 180 180 186
Length of Feeders Km 74,061 7