


















































































































































Energy News

Minimum tax: Dar expected to exempt cost of electricity

Finance Minister Ishaq Dar is likely
to exempt cost of electricity from min-
imum tax for further five years on the
ground that financial position of power
Distribution Companies (Discos) is very
weak, sources close to Secretary Water
and Power told Business Recorder. Water
and Power Ministry's plan, however, is
being opposed by the Federal Board of
Revenue (FBR) which argues that earlier
exemption was a short term measure for
improvement of financial condition of
corporatized entities of Wapda (Discos
) and cannot be converted into a long-
term measure.

Giving the background, the sources
said, in view of privatisation of power
sector, corporate entities (Gencos, Discos,
NTDCL etc) were created by un-bundling
of Wapda. Due to corporatisation, power
sector entities exposed to financial hard-
ships on legal front as their power tariffs
were notified, keeping in view the socio-
economic policy of the Government of
Pakistan which is not cost compatible.
However, Wapda was exempted from in-
come tax under clause 66 (XVI) Part-l of
second schedule of Income Tax Ordinance
2001. According to sources, at the time of
corporatisation, it was rational to pass on
all exemptions available to Wapda to the
corporate entities to keep the taxation
system on a smooth footing. Keeping in
view the implication of taxes, corporate
entities were allowed Income Tax exemp-
tions from their creation to their privatisa-
tion on notification of companies' tariff.
However, all the exemptions under section

- 53, Second Schedule were withdrawn
and Companies were also made liable to
pay a minimum tax under Clause - 113 of
the Ordinance.

Water and Power Ministry maintains
that in case of power sector, NTDC and
Discos transfer electric power while charg-
ing wheeling charges and a distribution
margin. Therefore, it was not appropriate
to include the purchase price of electricity
in the turnover. In view of heavy financial
implications of issue, the matter was taken
up with Ministry of Finance through a letter
issued on October 02, 2007 for: extension
of exemption under Clause 66 (xi) of Part
- 1 of Second Schedule and turnover tax
liable to minimum tax under Claus - [l (xvi)
of Part |V if Second Schedule of the Ordi-
nance OR necessary notification be issued
by the CBR to exclude purchase price of
NTDC/CPPA and Distribution Companies
(DISCOs) for the purpose of payment of
minimum tax under Clause 113 of income
Tax Ordinance - 2001.

FBR approved option - Il and issued
SRO 171(1)2008 adding Clause - 5 of
Part - 3 of Second Schedule to Income
Tax Ordinance, 2000, reproduced below:
"Where the corporatized entities ie
Discos and National Transmission and
Dispatch Company (NTDC) are required
to pay minimum tax under Section - 113,
the purchase price of electricity shall be
excluded from the turnover liable to
minimum tax up to the tax year 2013".

This SRO was issued when NTDC
and Discos transfer the same electricity
by charging wheeling charges and a
distribution margin. Therefore, the real
turnover of the companies is restricted to
wheeling charges and a distribution margin
respectively and the price of electricity is
ostensibly taken into account for account-
ing purposes only. If the price of electricity
is subjected to minimum tax, the corpora-
tized entities of Wapda, which are presently
acting as agencies of Power Sector, will be
burdened with multiple taxation. It will
resulf in undue discrimination between the
aforesaid corporatized entities of Wapda
and the companies independently to de-
termine their margin of profit on the whole
of their tumover. This multiple taxation will
not only undermine the financial viability
of the corporatized entities of Wapda, but
also will ultimately result in higher cost of
power adversely affecting the economic
growth. The extension of SRO 171(1)/2008
of February 21, 2008 up to the date of the
privatisation of corporatized entities of
Wapda is, therefore, imperative to avoid
any further crunch on power sector. B

Possible refund of bill charges: over 2 million KESC
consumers look to Nepra

A great benefit will accrue to over 2
million Karachi Electric Supply Company
(now K-Electric) consumers if the National
Electric Power Regulatory Authority
(Nepra) directs the power utility to refund
Rs 1.392 billion, collected as additional bill
collection charges since October 2006. On
6th February, 2014, the Nepra had directed
KESC to stop collecting Rs 8 additional
charges from its consumers until a decision
on the case by the authority.

"It would be gross injustice with 2 mil-
lion KESC consumers if the amount of ad-
ditional bill collection charges was not
refunded. The power utility has been ac-
cruing Rs 1.392 billion, through 'inflated
billing' since it levied bank charges," said
a KESC shareholder while talking to Busi-
ness Recorder. The Nepra must issue orders
for the refund of the amount which has

been collected so far, he said. A letter has
also been written to Minister of State for
Water and Power, Abid Sher Ali by a KESC
shareholder.

The letter states, "Various other sections
of the KESC operations are also involved
in the 'intentional swilling' of consumers'
money by various means, including meter
rent, TV license, interest on security deposit,
subsidiary, fuel adjustment charges, low
tariff and average billings."

Consumers who use less than 50 units
are supposed to pay Rs 2 per unit, but
KESC cleverly sends these consumers a bill
for zero unit consumption and charges only
minimum rate, but the next month the read-
ings of both the months are added to a
single bill with over 50 units applying higher
tariff rate. Hence, the consumers are de-
prived of subsidy.

| Monthly ENERGY UPDATE Masgazine

Karachi Electric Supply Company is
recovering Rs 7 per month from its con-
sumers on account of meter rent, whereas
this cost is paid by consumers at the time
of the installation of the meter!!! The power
utility is charging Rs 35 per month as TV
licence fee from commercial, residential,
industrial and even mosques and churches.

Despite passage of more than 50 years,
5 percent interest on security deposit re-
mains an issue. At the time of privatisation
of the company in 2005, Rs 5 billion subsidy
was paid by the government to KESC which
has now gone up to Rs 76 billion. Monthly
and quarterly fuel adjustment charges are
claimed by KESC on which the subsidy is
given to KESC. A huge amount is allowed
by Nepra to KESC on a quarterly basis. W
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