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Electricite Du Liban

"Etablissement Public'

GENERAL BACKGROUND
Governance (affiliations), Decree, Mandate, History,
Financials (budget, assets})

Electricité du Liban's (“EDL”) infrastructure was heavily damaged and its human
resources base was severely impacted by the seventeen-year period of hostilities in the
Republic of Lebanon. International and local efforts are underway to save the only
source of power in the Nation.

Legal Framework of the Entity

Electricité Du Liban (“EDL”) is the main power utility company in Lebanon. It is the
result of a 1954 acquisition by the Government of Lebanon (“GOL”) of a number of
private electricity concessions.

Law dated 7 July 1954 constituted the "Establishment of the Electricity & Public
Transportation Institutions for the management & investment of the projects related to the
re-acquisition of the concession of Electricity of Beirut".

Decree No. 6479 dated 14 April 1961 constituted the "Public Transportation Institution
for Beirut and the Suburbs" and separated the transportation from the "Establishment of
the Electricity & Public Transportation Institutions”.

On July 10, 1964, Decree # 16878 constituted EDL as a government-owned company
with financial and administrative autonomy entitled to operate on a commercial and
industrial basis. EDL was then enfrusted with the generation, transmission, and
distribution of electricity throughout Lebanon.

On December 13, 1972, Decree # 4517 defined government-appointed Board members’
authorities which included in broad terms: formulation of company policy, personnel
statutes, budget approval, works programs, tariffs, and significant contracts approval.

The Council for Development and Reconstruction (“CDR”) took charge of the
rehabilitation of the Lebanese infrastructure, including EDI.’s rehabilitation of electrical



installations throughout Lebanon. In addition, the Ministry of Hydraulic and Electric
Resources (“MHER”), and the Ministry of Finance, privy to all Board meetings, started
approving all significant financial decisions.

Overview of the current budgeting system

The Decree 3398, dated 11 December 1965 sets the policies and procedures governing
the preparation of budgets for public institutions.

Parties involved in EDL's budget preparation are listed in the graph below.

Parties involved in EDL's budget preparation

From Outside EDL

Council of
Ministry of Ministers Ministry of

Water & Finance
Energy

BUDGET
EDL

EDL
Departments

EDL \
General ;

Manager _
—

Beard of
Directors

From Inside EDL

Resolution 11, dated 8 June 1966, specifies the budget captions that should be
adopted for EDL's budget. These captions mainly relate to revenues, operating
expenditures and capital expenditures.



Current costing system

Overview of the current costing system

As specified in Decree 13537, dated 23 November 1998, the Analytical Accounting Unit
manages EDL's cost accounting function. The Decree also lists the Analytical
Accounting Department’s objectives:

. Compute average kWh cost of generation, transmission and distribution,
. Determine cost of work performed to third parties,

s Analyze distribution related cost and profit per region, and

e Accounting for raw material.

EDL's costing system accumulates General Ledger cost elements on a departmental basis.
Subsequently, each service department's related costs such as costs related to General,
Internal Control, Finance, Administration, Common Affairs and Studies Departments are
assigned to producing departments: Generation, Transmission and Distribution
Departments using absorption rates or direct assignment. Finally, Generation,
Transmission and Distribution related costs are then divided by the number of kWh
produced or billed to arrive at a yearly average unit cost of generation, transmission and
distribution for the year.

EDL's costing system is not adequately developed in the Decree 13537 to address EDL's
current managerial needs.

The average selling price of electricity (all customers and voltage levels merged together)
is 132.6 LL/kWh.

Low voltage sales currently represent 70% of the total EDL's revenue.
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Billing and Collection

EDL’s most important activity, in terms of securing its future, is Billing and Collection. For the last two
to three years, efforts have been made to update and improve the billing system.

Two different consultancy projects assisted EDL in enhancing regularity of billing in specific regions. In
addition, such efforts contributed to the identification of unauthorized use of power service and the
updating of the customer base. Regardless, we find management facing customer complaints about
erroneous billings for a number of reasons. Some are caused by the bi-monthly bill calculation as higher
tariffs are applied erroneously; others relate to improper meter reading or human error in data entry as well
as lack of necessary information.

Qutstanding uncollected bills in arrear relate to previous years back to 1991.

EDL Financial Status

Financial Information Structure

EDL is not meeting its estimated financial forecasts and its independent financial survival is threatened.
The Utility continues to rely heavily on Government contributions and subsidies as its losses are
increasing year after year.

As shown in the Table below, contributions to EDL are increasing in line with accumulated losses:

Year 1997 1998

US$ US$
Capital 13,072 13,072
Special Reserve 633,046,325 633,046,325
Government Contributions 235,012,614 | 294,756,580 |
Other Contributions 128,255,758 153,618,698
Accumulated Losses (313,749,153) (592,733,528)
Result for the Year (Loss) (151,130,823) (246,878,611)
Total Equity 529,055,987 741,963,016




Uss

Reserves & contributions as compared to losses
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The rapid increase in annual losses is alarming and threatening to EDL.

Year
1991
1992
1993
1994
1995
1996
1997
1998

Loss - US$
38,757,730
133,061,089
110,153,552
75,636,984
93,208,838
79,895,019
151,130,823
246,878,611




Us Dollars

Annual losses

300000000
250000000
200000000
150000000
100000000
50000000
0

Year
mlLoss - US$

Latest available audited report is for the year 1998. (Note: There is no legal requirement for public
institutions to have an external auditor. EDL was requested to assign one because of the significant

foreign debts due to WB, Islamic Bank & other).

Unaudited figures are at material variance from the audited figures (Effect on Income
statement is app. LL 300 billion, effect on balance sheet app. LI 200 billion). Such discrepancies

are usually misleading for the preparation of EDL's budget and decision-making.

Fuel consumption
& other related
Year Sales costs
Uss$'000 US$'000
19986 281,148 260,728
1997 359,623 313,344
1998 393,076 382,245




Sales / Cost of sales
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@ Year
W Sales

O Fuel consumption &
other related costs

Balance sheet

Assets

Property, Plant and Equipment
Inventory

Investments

Long term debit balances

Cash and Banks

Accounts receivable

Other debit balances

Liabilities

Long and medium term debts
Provisions

Foreign debts

Government loans

Treasury advances

Current liabilities
Total Iiabiliteis

Equity

1998 - Adjusted
LL million

2,031,657
99,812
23,733
86,951

277,698
218,346
295,960

3,034,157

175,450
1,502,294
253,391
274,461

2,205,596
453,141

2,658,737

375,420

3,034,157

%

67%
3%
1%
3%
9%
7%

10%

6%
50%
8%
9%

15%

12%

67%




