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MOST IMPORTANT:

GOVERNMENT OF SINDH

To,

Subject:

ENERGY DEPARTMENT
Karachi dated 11™ August, 2016

“SAY NO TO CORRUPTION”
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The Deputy Registrar, SACTech .

Naticnal Electric Power Regulatgry Authority, e ) cen tj‘\,:’ iﬂ: e

Tower, Attaturk Avenue (East), §-3/1, [bent &) i Lu“' )
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NOTICE OF ADMISSION IN THlE MATTER OF PETITION FILED BY
K-FLECTRIC LIMITED (K-ELECTRIC) FOR THE DETERMINATION
OF 118 MUY YA TARGFE (MY1) #OR THE Pexabn
COMMENCING FROM JULY 01, 2016 TO~JUNE 30. 2026

{Case No.NEPRA/TRF-362/KEL-2016). %
I am directed to refer to National Electric Pow:r egulatory Authority’s letter

No NEPRA/SAT-I/TRF-362/9661-70, dated 01-07-2016 on the subject noted above and fo
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enclose herewith requisite comments on the subject petition for further necessary action.

Please acknowledge receipt of this letter, for record and reference.
T

S e,

(FAISAL HUSSAIN)
SECTION OFFICER (POWER)

The Director, Directorate of (A.E / PDS), Energy Deptt: GoS, Karachi.

The Director, Directorate of VEP, Energy Deptt: GoS, Karachi.

The Chief Executive Officer, STDC Karachi.

The Consultant, Directorate of (EM&RC), Energy Department, Govt. of
Sindh, Karachi,

The Electric Inspector Karachi Region-I & II, Karachi.

PS5 to Secretary, Energy Deptt: GoS, Karachi.

/

(FAISAL HUSSAIN)
SECTION OFFICER (POWER)



GOVERNMENT OF SINDH
ENERGY DEPARTMENT

&

BEFORE

NATIONAL ELECTRIC POWER REGULATORY AUTHORITY (NEPRA), ISLAMABAD
{Case No.NEPRA/TRF-382/KEL-2016).

COMMENTS . ovtviiiiire e irecier e en s Under Rules 6 & 7 of NEPRA
{Tariff Standards and
Procedures) Rules 1998,

Petltioner........coociiiii s K-Electric Limited.

Subject.iire e reeeGOtermination. of Mullh Year
Tariff (MYT) from July 01, 2016
to June 30, 2026

Filed BY..oooi i verenens e e e o ENErgy Deptt Govt. of Sindh,

That having received notice of admission referring to petitioner i.e K-Electnic's
Multi-Year Peiition fied before NEPRA, Energy Department Govi. of Sindh has

reviewed the contents of petition and has the following comments to file before authority
for consideration.

2. That the petitioner is a Public Limited Company, providing public utility services
to the city of Karachi and its suburbs.

3 That the petitioner has filed this petition to grant I extend applicability periad of
existing tanff till June 30, 2028 alongwith some modifications / adjustments thereto
which are mentionsd here under,;

i) An increase of Rs 0.68/kWh in Operation and Maintenance (O&Mj)
component of the existing tariff.

in Change in clawback formula thresholds from 12%, 15% and 18% to
15%, 18% and 20%.

i) in the existing tariff adjusiments, the level of X factor in the O&M
cost adjustment formula should be lower of the current levels or
30% of increase in Consumer Price Index (CPI).

iv) In existing tariff, a working capital component should be included to
cover late payments by Govemnment entities and Government of

Pakistan (GoP} in respect of Tarff Differential Subsidy (TDS)
claims due to circular debt,
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v) [n existing tariff, a force majure clause to be included for the
allowance of irrecoverable cosis or lost revenue from business
disruption in case of a force majure event.

4. That the petitioner is bound to operate under license granted by Naticnal Electric
Power Regulatory Authority (NEPRA) for generation, transmission & distribution,

5 The petitioner intends to extend its business and trying to secure 10 years loan

on the basis of filed petition to strengthen the investors’ confidence and to attract
lenders to make long time investmants.

8. That the petitioner highlights an investment plan of PKR 488 billion across
functions in the next decade. |his Is centered on a vISIOn O CAter for Karachi s current
and future demands. The expansion of its infrastructure will improve the quality of
service to the cilizens of Karachi, boost economic growth, and also provide an avenue
for job creation in the city / province. The Petitioner is proposing a plan to invest in all
the three seclors viz generation, transmission and distribution. Government of Sindh
has already taken measures to invest in the generation business through gas /
tenewsable tachnologies. To cater the transmission business in the province, a new
entity Sindh Transmission & Dispatch Company (Pvi.) Limited haes been established
which will invest in the transmission business throughout the province, The peatitioner,
being a utility, should invest and focus on the improvement of its distribution business to
achieve reliability and quality service to the end consumer,

7. ltis a fact that privatization brought significant Foreign Direct Investment in the
country. No doubt pefitioner faced multiple issues relating with labour unions and
internal operations in the immediate aftermath of take over, but despite difficulties have
shown improvement 1o some extent in the services since 2009. A lot more can be dene

lo improve the services for the benefit of people of Karachi. Like-wise:

i) The Business Plan shows addition of coal, ENG and dual fuel based
generation capacity but does not show any addition of environment friendly

power (Wind / Solar) lherefore, addition of renewable energy in the business pian
is essential.

The authority may emphasis upon the initiatives taken by Government of Sindh
for addition of new Renewable Energy technologies for sustainable development
specially when tariffs of wind fsolar are in single digits.

iiy The total derand for the year 2026 has been caiculated as 5243 MW. Retiring
! aging of the plants has not been taken into account. Replacement of 650 MW
NTDC supply in 2020 has also not been covered to balance the demand supply
.. gap. Therefore, above ambiguity is required to be clarified by the petitioner for

trient
» o; ¢he information of stakeholders.
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iii) Maintenance of spinning reserves has not been mentioned for the next
10 years which is necessary for system stability hence the petitioner may clarify
the maintenance of spinning reserves for the sake of understanding of all
stakeholdars.

iv) The flest efficiency of piants for 10 years has been envisaged from 37 % to
43%, that is not sufficient in lieu of 72% addition of new power plants. The
efficiencies of new proposed power plants and existing power plants may
separately be defined to evaluate the actual performance of petitioner company.

8. That the efforts of petitioner in past few years have added new power plants,

1ot

losses. This has allowed the petitioner to decrease / minimize load shedding, their

efforts for reducing load shedding from industries contributed in improved economic
growth of the city.

9 (8). That the petitioner has planned transmission projects in lieu of the propesed
increase in the tariff L.e Rs. 0.66/Kwh in operation and maintenance (O&M) component
of the existing tariff-across the board, (b) modification of values in the clawback formula
thresholds from 12%, 15% and 18% to 15%, 18% and 20%, in the existing tariff at which
the surplus return shall be shared with customers through reduction in tariff (c)
adiustment in the existing tariff with efficiency factor (“X") applicable to operation &
maintenance costs, and (d) inclusion of working capital afiowance & (e) cost of force
majeure event provision should be lower than the current lavels or 30% increase in
Consumer Price Index (CPI) however, the petiticner has not mentioned the brezkup of
estimated amount / financial impact of planned projects In relevant components for the
proposed period of 10 years which requires to be darified by designing a bar chart /
work plan for the knowledge of stakeholders. Probably the financial impact of al

projections would be in trilions which is expected to be bome by consumers /
stakeholders.

O ysars stasting fron July 2010 il
June 2026 on the basis of projected investments in the future which are yet to be
materialized. The impact of those future investments to be incorporated in the MYT from
the beginning is unjustified. Alternatively, the petitioner should plan investments and ask
for an increase in tariff once the investments are being executed and costs are justified
to be included in the tariff.

The petitioner has at various instances in the tariff petition mentioned the fact of
improvement in the Operations & Maintenance and minimizing Transmission &

fDistrébution (T&D} Losses, thus achieving higher efficiency levels. Asking to keep the

‘355@9%%?0t0? X at the same (previous) levels on one side and achieving better O&M
sz efficiency levels on the other side reguires clarification.
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@ (b). The petlitioner introduced / proposed two new entries at {d & e} of para-8 which
have no provision in existing tariff structure. This would be additional unnecessary
burden on the shouiders of consumers / stakeholders. The financial health of the
company as given in Table -1 (Pagéﬁs of the petition) has improved from negative
i~ 8%) to positive (+23%) in six years, therefore the demand of "Working Capital
aflowance” and “Cost of Force Majeure event” does not camy merit. The claw back
mechanism thresheld may also be retained on the siage of 12%, 15% and 18% as per
existing structure design. Petiticner's financial position has grown significantly from
FY09 to FY 15 and the debt burden has reduced. Petiticner's current Debt to Equity ratio

of 0.24 and Interest Coverage of 2.54 times shows better cashfiow performance and

re e s . EU T - [ - LY 1 1 [
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should be kept at the same level so that the benefit of higher returns can be shared with
general public also,

Likewise, the cost of any force majeure event {0 be shared with end consumers is
unjustified and will cverburden the consumers. The entire cost of force majeure could
be mitigated by transferring it to the insurance cover. The cost of insurance cover will b

much lower than overburdening consumers with complete cost of force majeurs.

Keeping in visw better financial performance, the petitionsr sesms to have enough
cashfiow coverage to pay-off debt repayments. Hence, the working capital requirements
can be met through petitioner’s own resources as well.

10.  The petitioner has used technical terms to make the petition aftractive. From
page 3 onwards petitioner has trded to safeguard the interest of the company.

No support / relief is proposed for consumers / stakeholders in the instant petition,

1. The pstiticner has developed business plan at para 4.4 page-11 of the pefition
but component / year wise break-up of completion period of the proposed projects
2016-2026 have neither been mention nor any bar chart / work plan is shown. The

authority may ask details about location wise yearly transmission enhancsmani plan

PN [P P A S
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12, The proposed business plan neithar show any impact on the net metering policy
recently anncunced by NEPRA nor any arangements fo implement this policy ars
there. The authority may ensure the provision of net metering / roof top solar system
during the proposed 10 years plan as practiced worldwide for sustainable energy.

13. That the petitioner has good performance reputation as compared to other

DISCOs in the province, Best efferts of the company are always appreciated but still it

5

! has space to improve for providing best services to the Karachities at their door step.
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4. That the petitioner and the Energy department of Govt. of Sindh have begun to
work together. The under construction Sindh Noorizbad Power Project indicates that
petitioner has serious thoughts for coordinating with Sindh Government in future
planning and upcoming projects in the interest of people of the province.
The sustainabiiity of the petitioner's investment requires robust tariff structure while
protecting interest of consumer. As mentioned above in para-8, the petitioner and other
market players have advantageous space to work in collaboration with the Energy
Depariment Government of Sindh for Generation business as various renewable anergy
nitiatives have already been taken by Sindh Government. Therefore, the petitioner may
establish a strong linkage with Government of Sindh for future development.

15.  That the pet!ti'o'ner’s business plan, projections and forecasts contairied in this
petition are only intended for NEPRA for evaluation and determining multi year tariff
which is based on expectations / estimates. In the light of above observations and
keeping in view the requirements of general public, Energy Department proposes that
petitioner may rationalize the increase in the tariff of Rs. 0.66/Kwh in operation and
maintenance (O&M) component of the existing tariff upto 25%. Time pesiod of ten years
required to be rationalize up to 33% in first term in order to ascertain the performance
and achievement of the pelitioner. Further increase may be considered thereafter.
However National Electric Power Regulatory Authority (NEPRA) is the competent forum

\\ -”170 evaluate the petitioner’s request.

EnsrgfDepartment

Government of Sindh

ENERGY DEPARTMENT
GOVT. OF SINDH

o P A
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Bef. No. RAZSP/NEPRA/Z0U
Dated: September 19%, 2016

The Registrar
National Electric Power Regulatory Authority

Islamabad — D1y Q_;g_) g N QC%-L)
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Subjeci: Intervention reguest regarding the proceedings of K-Electric’s Multi Year Tariff
{MYT) Petition for the period commdencing from July 1, 2016 to June 30, 2026.

O
Dear Sir DVY é‘r SR
7 =2
This is with reference to letier no. NEPRA/SA?}%/T 5;36;,/1 318 dated September 2, 2016, Ow
response on the comments of Energy Departmept, ?ﬂ'm'e ’t‘;}%i%h, to _.hé}ﬁubjﬁct petition are
; Lol / "a‘{
“*7 Y\\ \ ! ix :

given below: /
() . “\\1
P .

KE is a vertically integrated utility generating, transmitting and distributing power. It Kas the overall
responsibility for developing and managing the power infrastructure in Karachi and has 1o carry out
end to end planning of the city’s energy sysiem. Therefore it has prepared a holistic business plan
covering all three business units.

Investment in distribution system (Para 6)

KE has planned to increase the overall capacity through addition of plants on its own fleet, investment
with IPPs to set up new projects and attracting new power producers through offering a bankable
security. Sindh Nooriabad project under partnership with Government of Sindh is an example where

© KE has agreed to purchase power from an iPP set up undear public-private parinershio.

KE has planned investment of Rs. 179 billion in Transmission system in the next 10 years. This much
needed investment will help to relieve and upgrade the existing overloaded network and to enhance
the network to compiement the increase in generation capacity in the coming years.

We appreciate the initiatives of Government of Sindh (GoS} in generation and transmission businesses.
Sindh Transmission & Dispatch Company (STDC) formed by Ge5 will help to improve the situation of
power transmission in the province. While STDC will cater the transmission needs of the province, KE's
investrment will be more focused in its licensed area to maintain, upgrade and enhance the current
transmission system, to supplement the increase in generation capacity and purchase of power, inline
with the growing demand.

As mentioned by the Intervener regarding investment in distribution system, KE has also prepared a
comprehensive plan to invest Rs. 108 billion, in the next 10 years, in expanding and improving the
performance of the distribution segment. This investment program will enhance the distribution
capacity, increase the reliability of power supply, provide sustainable and improved customer service
and will help to embrace the latest technology in the sector. This distribution investment plan
includes:

- Augmentation of the existing dilapidated network;

- Network expansion through addition of 1,000 new 11kV feeders and 4,500km of additional
11kv power lines;

. nvestment in smart grid technology in line with global technological advancements;

K__\(_\ﬁ Page L1 of 7

K-Electric Limited, KE House, 39-B, Sunset Boulevard, DHA I}, Karachi, Pakistan.
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.. Targetedioss reduction projects such as Aerial Bundled Cabling;

- Preventing and corrective maintenance for the upkeep end improvement of the overall
network; and

- Recovery drives and initiatives to improve the collection ratio.

Further details of the distribution investment plan can be referred to in the petition. These initiatives
will help to overcome the challenges of overloaded network, high T&D losses and low recovery ratio
and will improve the overall customer experience.

KE's privatization (Para 7}

We are thankful to GoS on recognizing the fact that KE's privatization had a significant positive impact
on the country’s econosmy and so far KE's journey after privatization has proved to be successtul. Para
wise comments on the points raised in this paragraph are given below:

Renewable energy projects (Para 7i}

Considering the current shortage and growing demand of electricity, KE has planned to focis more on
base load plants to bridge the demand supply gap. However, KE is fully cognizant of the importance
of renewable energy projects and has planned to add renewable energy in its power portfolio by
attracting independent power producers.

in this regard, KE is engaged with several reputable solar power project developers for setting up 100-
150 MW solar power plants under IPP structure inits licensed area. As an example, The Meeco Group
headquartered in Switzerland, through its local subsidiary Oursun Solar, is developing a 50 MW Solar
IPP, wherein KE will be the power purchaser. The project work has commenced and upfront tariff has
been allowed by NEPRA.,

Impact of outgoing capacity and availability of spinning reserves (Para 7ii & jii}

The 10 year business is prepared keeping in view the useful lives of existing plants. Further, the
investment and contracting strategy is designed to allow KE to reduce reliance on the 650MW
provided by NTDC/CPPA-G, which is assumed to cease in FY 20. Accordingly, KE has incduded
replacements in the business plan with the plan to almost double its current available capacity and
create a surplus/spinning reserve by FY 26,

Fleet efficiency {7iv)

KE has added over 1,000 MW to its generation capacity in the last 7 years through four state of the art
gas based plants. These plants were the optimum solution of that time and are highly efficient such as
BQPS-2 which has gross efficiency of 45.5% on Higher Heating Value (H HY) and approximately 50.5%
on Lower Heating Value (LHV}. It is important to note that KE's overall fleet efficiency also includes
BQPS-1 which is comparatively older and has fower efficiency,

Moving forward, KE plans to add dual fuel, LNG and Coal plants on its fleet. These plants will be added
based on latest availabie technology and will help to further raise the fleet efficiency. For example the
250 MW duat fuel plant is expected to have an efficiency of 50.1 % (Gas fuel on LHV).

Further, with respect to separate heat rate benchmarks, it should be noted that NEPRA has already
defined separate heat rate benchmarks for each plant.
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Investment plan and Tariff (Para 9a)

KE's tariff structure is a performance based tariff, the essence of which is that it self per.alizes the
entity for any in-efficiency. Under this mechanism, the consumer does not have to bear the burden of
a guaranteed return being built Inin the tariff, rather the entity is incentivized to investment in oraer
toimprove the efficiency, beat the benchmarks and earn a reasonable return.

The investments do not impact tariff as there is no provision for investment or guaranteed return in
the tariff. KE is responsible to arrange resources for investments and the only way KE can earn areturn
is by outperforming against the benchmark set by the Reguiator. Therefore, the intervener’s concern
of taking the impact of future investments in MYT is not correct.

This tariff structure has resulted in lower tariff for the end consumers especially when KE was
experiencing high losses, in cost plus tariff, the utility is allowed a guaranteed return and hence the
tariff would have been higher when the company was incurring huge losses. However since KE was
not guaranteed any return as per the performance based mechanism it had to bear the burden of
losses and could not earn any return by increasing the tariff. 1t was only by improving generation
efficiency and reducing T&D losses that KE was able to reduce costs and become profitable.

KE has requested for a continuation of the 1-MYT with certain modifications to deliver its investment
plan. Customers will benefit from this investment through greater supply of electricity, greater system
resilience and lower real tariffs. Further, the tariff structure has an in-built protection mechanism to
ensure that excess efficiency gains are shared with consumers in the form of claw-back. Therefore,
while this tariff structure will provide KF the apportunity ta earn reasonable return, consumers will
also benefit from reduction in tariff due to sharing of claw-back once thresholds are crossed.

The modifications requested are aimed to resolve the issues currently faced by KE, rather than taking
the impact of future projects. Increase in O&M has been requested on the basis of continuing shortfali
in O&M expense versus O&M component allowed in tariff. Currently, KE is facing shortfall of Rs.
1.44/kWh (2016} and KE has asked only for a smat! portion of this shortfall to prevent diversion of
significant funds in bridging the gap. Similarly, modification in x-factor has been requested as KE is
only getting an annual increase of only 0-1% in this low inflation scenario.

Circular debt is a well-known issue of the power sector and KE is also one of the victim. KE has
requested for working capital cost on additional financing cost incurred due to piling up receivables
from government entities. Further, change in claw back threshold is requested to rationalize KE's
feturns in line with the current market rates of returns,

These modifications are necessary to resolve the above mentioned issues and enable KF to deliver its
ambitious business pian. The business plan has been prepared assuming these modifications are
allowed and delivery of business plan is linked with these modifications,

Improved financial performance {(point 9b}

The intervener has stated that KE's financial situation has improved over the years and hence the
company should not be allowed any working capital allowance and force majeure clause and that
clawback thresholds should remain the same.
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it is important to note that KE was in a fragile financial position in 2062 and had operated at a loss for
several years accumnulating total losses of Rs. 66.4biilion by FY09. Through various improvement
measures, KE was able to earn profit in the year 2012. KE has earned profit before tax, as givenin the
table betow, of Rs. 1.7 billion to Rs. 15 biltion in the fast four years.

2012 2013 . 2014 2015

- Rs m m:ilien -
Profitbeforetax 1,752*  4,001* 9575 15076
“I.Share capltaiand reserves S “ S
Opening - 113,837 125313 128389 130, 709
Closng  125313* 128389% 130,709 157,784

Return% T 3% 7% 10%

Return on operating Assets (Fixed assets and intangible)

Opening operating assets 167,514 170,843 165186 170,663
Closing operating assets 170443 165186" 170,663 214,003
P e o e o
- Return on assets . 1% ‘2% - G% 8%

“*These numbers areas per restatement in 2014

As can be seen from the table above, KE has earned a return on capital & reserves ranging from 1% to
10% and a return on assets ranging from 1% to 8% in the last four years. These are lower than the
current market returns as IPPs are being allowed dotlar based IRR ranging from 15% to 17% (IRR of 22-
23% in PKR terms}.

In spite of fow profit, KE's shareholders did not take any dividends and preferred to re-invest all the
profits back in the company to continue the improvement process. Therefore the change in clawback
threshold is only a request to rationalize KE’s returns in line with the current market rates of returns
so that KE is given a level playing field and it continues investing in system upgradation.

Consumer’s interest in I-MYT (Para 10)

KE has requested for an extension of the existing I-MYT in order to be able to deliver its investment
nlan at the lowest cost and be able to reduce the real tariff in the long term.

KE has performed well under the previous regulatory period and has completely changed from an
unsustainable loss making utility to an efficiently run profitable utility. KE's tariff structure is a
performance based tariff, the essence of which is that it self penalizes the entity for any in-efficiency.
Under this mechanism, the consumer does not have to bear the burden of a guaranteed return being
built-in in the tariff, rather the entity is incentivized to investment in order to improve the efficiency,
beat the benchmarks and earn a reasonabie return.
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As explained above, this tariff structure has resulted in lower tariff for the end consumers especially
when KE was experiencing high losses. The integrated performance based tariff structure provides the
appetite for further investment and a bankable security structure to pave way for financing specifically
inthe absence of any GOP support or sovereign guarantee.

Therefore the continuation of this structure will benefit the consumers in form of increased capadity,
improved performance, reliable supply and better customer experience. While consumers will benefit
from the investments without bearing any cost of guaranteed return, clawback will provide protection
to consumers from the burden of excess efficiency gains. Moreover, the increased efficiencies will
result in lower tariffs in real terms.

Break up of business plan (Para 11}

KE has already provided the break-up of its Rs. 496 billion investment plan in section 5.4.1 of the
petition, in considerable detail. To re-iterate, of the Rs. 203 billion to be invested in generation, Rs.
162 billion wili be invested in new generation projects which includes 250 MW dual fuel plant at
Korangi to be commissioned by FY 2018, 450 MW LNG plant with expected COD FY 2020 {equity
partnership), 700 MW (350 x 2} coal plant with expected COD in FY 2020 {equity partnership) etc.

Further KE has also provided a break up of its investment in transmission system over the next 10
years and details of each transmission package are provided in the petition {section 5.4.1).

Net metering policy (Para 12)

With respect to the concerns regarding net metering, we would like te state that the matter is under
discussion with NEPRA currently as KE has requested certain clarifications from NEPRA. Moreover, a
‘Distribution Code Review Panel’ constituted under clause CM 5 of NEPRA Distribution Code is also
working on the amendment in the Regulations related to Net Metering.

increase in Q&M component (Para 15)

The intervener has suggested that KE's request of increase in O&M to be rationalized upto /reduced
by 25% i.e. Rs. 0.495/kWh be allowed to KE as opposed to Rs. 0.66/kWh requested in the petition.

We would like to state that in 2009 petition KE asked for an increase of Rs. 0.64/kWh in the O&M
component as the shortfall in 0&M had accumulated due to an in-sufficient base tariff in 2002 and an
increase in costs faster than CPl. NEPRA, however, allowed an increase of 15 paisas which meant that
the deficit kept accumuiating,

Since the new management takeover in 2009, KE has brought in efficiencies in Q&M costs by
implementing a number of operational improvements across all business units. However, in spite of
these efforts, O&M grew in real terms due to increase in generation, transmission and distribution
capacities and other efforts for performance improvement. As per thetable below, KE's O&M shortfall
stands at Rs. 1.44/kWh in FY 2016. KE is willing to absorb more than half of this cost and is only asking
for a one time increase of Rs. 0.66/kWh.
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2016

 0&M (Rs. Million) 37,240
Units Billed (Gwh) 12,865
_O&Mcostperunit (Rs/KWh) 2389

" O&M f:ost aHOWIeL.:.i i.r‘iuta.riff. {“ﬁs./kw.h)w o 1.45

 Shortfall (Rs./kWh) o 144

KF has already requested for a small partion of the shortfall which will ensure that it does not divert
significant funds away from planned capital expenditure in order to meet the deficit in the recovery
of O&M costs. Further, as per the business plan after incorporating the impact of 66 paisa, KE will still
be bearing average shortfall of Rs. 1/kWh in the next 10 years on account of Q&M therefore, this
reguest may not be further rationalized/reduced.

Modification in x-factor (Para 9a)

With respect to the X factor modification, in the current low inflation scenario increase in CPl in May
2015 was 3.16%. This meant that with X factor at 2% (for Generation & Transmission) and 3% (for
Distribution) KE was only allowed an indexation of 1.16% and 0.16% respectively. Given that the utility
is already experiencing a significant shortfall in Q&M component allowing such negligible indexation
would result in further exacerbating the deficit. Although KE has planned to bring in efficiencies in
O&MM, it should be noted that several cost heads increase faster than the rate of CPlgrowth and KE is
currently being allowed an increase significantly lower than the inflation itself, Therefore it is only
reasonable to modify the X factor so that KE has some cushion to manage its O&M costs while also
continuously working towards making them more efficient.

Tariff Control Period {para 15)

K-Electric {KE} is an integrated utility having overall responsibility for developing and managing the
power infrastructure in Karachi. As explained above, KE has to carry out end to end planning of the
city's energy system without any sovereign guarantee or GOP support.

The electricity supply industry is characterized by long-term capital investments. This is especially true
for generation and transmission investments {where NEPRA already allows long term tariff). This is
because generation and transmission projects essentially require lang term planning and invoive long
gestation periods. As an integrated utility, KE needs to plan for the long term and it requires a tonger
tariff control period to support its planning horizon.

Long tenor and regulatory certainty are essential to give investors and lenders the transparency and
confidence necessary te make such long term investments. KE has been able to secure 10 year loans
on the hasis of a continued I-MYT tariff, A longer tariff control period will provide lenders with the
necessary comfort that debt will be repaid.

It is important to note that debt tenors of up to 190 years for large infrastructure projects typically
demand tariff revenue projections for 10-15 years to become financially viable. In the absence of
sovereign guarantees, KE has to create its own security structures and the |-MYT supports the
company in securing financing for new capacity and providing bankable transaction structures to iPPs,
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K-Electric Limited, KE House, 38-B, Sunset Boulevard, DHA I, Karachi, Pakistan.
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Therefore KE has requested for continuation of I-MYT for a 10 year period which should be holistically
viewed keeping in consideration KE's role of overall responsibility of all three functions.

Collaboration with Government of Sindh

KE is collaborating with the Government of Sindh in SNPC and STDC projects and looks forward to
working closely with the Department of Energy in the future as weil.

We hope that the above responses have addressed the concerns of the intervener.

Sincerely, -

M. Aamir Ghaziani
Director (Finance & Regulations)
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Dated: 30" June 2016 ) r\‘\,x =% t( .

,\ : —, L ~t- o - -\>
NEPRA ' /’JD
Nepra Office Building . | W16
Atarurk Avenue Fast - - .
Opp. Federal Flood Commission Building ‘\ LR M&'\Q‘j‘"{ Ve
SN g Al : . Vs . * e
G-5/1. ISLAMABAD 1Y) vel (T

Respected Registrar,

Lam a representative of one of our city’s leading Clv 1§ Soviety U:adm/mmm YVOICE OF KARACHT (VOK) and
amn writing to you in regarding the multiyear tarttf petition {illed by K- Blectric (KF).

Being part of an organization that alms to work towards betterment of Karachi, I felt my input on this issue was
NECESSATY.

Uhility taviffs for public services effect the walfure of the society, economic efficiency, as well as the financial
performances of publis uﬂ}m i'x‘om what | undarsmnd , a change to defermining tari{ls for ten vears will have
P”‘»ltﬂ ¢ effect on ih: above i) e of cortainty to the cittrens of Karschi Mot only
also e able plan its business in & more cconomically

efficient way.

Karachi has seen dark times bui sinee the of KESC to KU things have improved inunensely. Power outages and Lmﬁ

shedding have decreased, especially compered to Lahore and Islamabad. Considering the size of Karachi and its
population, as far as electricity is concerned, we are mmich better off, | definitely believe that 2 lot more
improvement is needed but T understand the reality that it will not happen overnight but

gradaally.

Another very zmpo.mni aspect bwould like tmention about KE is that is one of the most socially responsible
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organivations in Karachi and set an exanuple for other corporate. Prom providing free electricity 1o mumerons schools

and hospitals, to supporting NGOs, creeting platforms for the youth, contributing fowards 2 ercener Karachi and
rehabilitating commmunities, KE is fulfilling its social corporate responsibility.

Thus 1 feel K19 genuinely cares ebout this ety and has brouglht tes reguest in order (o Improve conditions and
therefore 1 would iike w show my support for K Elecizic in this petition.

Thanking you,

Sincerely

fﬁﬁiir Eshhani

V. President
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Ehsan A Malik
Chiel Executive

8th Floor, Dawood Cerdre,
M. T Khan Road,
Karachi-Pakisian,

PABX : 35630526-29
Fax 1 3563 0530

e-mail: shsan.malik@pbe org.pk
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{A Company set up under Section 42 of the Cormparies Ordinance 19843
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’ihc chista:afr NEP‘RA} _v S%:?/:’t / | /‘F)
NEPRA Office Bullding - e 1L
Ataturk Avenue East fas l i I-

. o - - . s - - oy . g,
Osnposite Federal Flood Commission Building } € TR

(- 571, Islamabad ‘W/ . C__‘“} )jﬂ,/(i’._ / / {;’;7 M
Dear Sir, K !Q;\g oI~ \{ﬂ)

L

Multivear Taviff Petition Filed by K-Electric Limited for Tariff Determination -

This has reference to the Notice published by NEPRA in the nationad nowspapers reguesting comments
from various interested partics on K-Electric’s request for tariff determination tor the period July 01,
2016 to June 30, 2026,

A ST AT PRI T

The Pakistan Business Council (PBC) is a business policy advocacy forum representing 53 of the largest
businesses in the country including some of the major corporates in the manufucturing and financial

5 v
Y
5 »
i 4 %'\.9: . . o . . , . e C g
C e Y3 services sectors. Close o 60% of our member companies have either their production fucilities base
i = : u - - v . . e . - .
r‘ii r\\“ in the areas served by K-Electric or have their Head Offices in Karachi.
; : AN
{ S
: o =1 For Pakistani companies to be able to compete in the regional and giobal arenas the availability,
- » ol L - . Co . T - . 21 :
Lo -1 reliability and cost of grid power is a major input factor. Since 2009, the consumers of K-Electric
“:1, especially the industrial sector, have scen a significant improvement in availability and reliability of
oy .
a1 erid power.
ol
[
S}

We are writing 1o request NEPRA to support any petition filed by K-Electric tor a review in its tariff
which includes significant mvestments in the integrated utility. All investments and initiatives proposed
by K-Electric which lead to a further increase in the availability and reliability of grid power and 2 long
lerm sustained reduction in cost of power, will help increase the competitiveness of industry.

Thanic you and regards



THE FEDERATION OF PAKISTAN S.Khalid Tawab (S.1)
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Subject: Comments K-Flectric Multi-Year Tariff PLtlt!OIl Submitted to NEPRA.

s ~emang LI AT STF,
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We are writing in response to your notice in the newspapers inviting comments on K-Electri¢ \
Limited’s Mult-Year Tariff Petition submitted to NEPRA. : e ‘l
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The Federation of Pakistan Chambers of Commerce and Industry is a consortium uzuompcssbm \7 \
a vast majority of Karachi’s Chambers of Commerce and Industry, and 107 associations of Trdde Ik
and Industry across the country as well. The enterprises operating within our ambit are major I R
contributors to the national economy, and our business’s operations are dependent on a '
= feongistent supply of electricity.
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Since its privatization, KE claims to have worked extensively to improve its facilities and ensure
‘a better quality of service. One evidence is their policy to exempt industries from any
loadshedding which is followed most of the times in years. This business friendly move has been
welcomed by almost all associations. The company also claims to have invested PKR 120 billion
in generation, transmission and distribution which can be verified by NEPRA itself.In past few
years, we have seen loadshedding situation in many parts of the city has improved, with some ”r _
exception in rains, peak summer and heat wave situation. %

ERL PR
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Karachi city continues to grow at a very fast rate, and we were concerned about K-Electric’s
plans to cater to this growth. We have reviewed their petition which outlines an extensive
investment plan valued at PKR 496 billion being spent on generation, Transmission &
Distribution, which shouid be monitored by NEPRA on regular basis As per KE’s claims in the
petition, they initiated a major enhancement to their transmission network called to provide a
solid infrastructure for the future expansion of Karachi, There is also news of work having begun

;Ff (',I_‘{{Nd ?ff%:e. ‘,“‘xmfh.l.‘ FPCFTI Capita) Office, [slamabad FPCCT Reglongl Gffice, E.ahore FPCCI Regionat Office. KPK Peshawar  FPCCH Regional Office, Quety:
zderation House, Main Clifion, Lst Floot, Chamber House G-871, - A, Tufait Boad Suith 9 & Yk T Fungle . 4 S
abdullah Shah Ghazi Road, Alwan-z-Sanat-o-Tijarat Road, o \ o Stk S & 10, 2nd Floor, Azam Tower nglo o 46,

£0. Box 13875, Karschi. 15600, slarshad. Labore Cani. Unbversity Road. Peshawar, Shabaz Tows.

Tel: (92-21) 3587365194 Tel: (92-31) 225189193 Tel: (92-42) 36670970-71 Tel: (92-91) 57042912 phase 5 Quets

Tel: (92-81) 2869070
Fax: (92-81) 2869509
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THE FEDERATION OF PAKISTAN
CHAMBERS OF COMMERCE & INDUSTRY
b - Camim y bt 3 U ol B

on a 700 MW power plant, and new grids are being set up near industrial zones to facilitate their
growth as well. This gives us confidence in KE’s ability to deliver on their promises. However,
we would request NEPRA to give assurance to the business community about completion of
these projects in the best interest of the city and country.

K-Electric is a part of Karachi and we believe that the company is taking a keen interest in the
consumer’s concerns but there is still room for improvement in terms of overbilling complaints
& quality supply of electricity, We believe that the growth of our indusiries and its people
depends on a stable supply of power at an affordsble price, which will only be possible when
more investment is made. We believe it is NEPRA s responsibility to ensure that this investment
commitment is fulfilled.

KE claims that this tariff model will bring the cost of electricity down which is essential to
provide relief for the people of Karachi and to the Industries of Karachi. We hope and expect that
KE will live up to this claim as well in accordance with NEPRA’s consumer friendly policy.

We therefore request NEPRA to take a fair and balanced approach and reduce KE’s tariff and
make it equal to similar consumer categories in the rest of the country in order to keep
uniformity, so the business community of our city will smoothly run their business and sustains
investment in the long-term.

FPCCI is hopeful that NEPRA (being an independent regulator}, is going to take decision in the
best interest of the country and provide relief 1o the people and also to the business community.
We also except NEPRA to play their role in implementing best practices of power utilities in
Pakistan’s power sector like; unbundling of power utilities, non-monopolistic market ete which
can bring the electricity cost down.

Regards,

S.Khalid Tawab (g )

Senior Vice President

FPCCI Head Office. Karachi

Feteration House, Main Clifton,

Abduileh Shah Chazi Road.

PO Box 13873, Karachi-75600.

Tel: (92-21) 35873691-94

Fax: (92-31) 4332

ok, URLiwww beet ong.ok

FPCCH Capital Office, Fslamabad

FPEC] Regiona) Office. Lahore

FPCC! Regional Office, KPK Peshawar

FPCCI Regional Oftice, Quetta

Ist Floor. Chamber House G-8/1,

Abwan-e-Sanat-o-Tijarat Road,
Istamabad.
Tel: (92-31) 225189193

[
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30-A. Tufail Road.
Lahore Cany,

Tel: (92-42) 36670970-74
Fax: (92-421 36670972

Eermail: iabore.cegionali fpeci tonph

Sust #9 & 14, 2nd Floor, Azam Tower,
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Tol 19301y 57043912
Faw: (92.95) 5846259
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July 1, 2016

The Registrar,
National Electric Power Regulatory Affairs

27 Floor, OPF Building N \
Shahrah-e-Jamhuriat W\//'
G-5/2, Islamabad. . 5
P/ -~ — {_zv‘gb :
— B ivelig, i /
Subject: Advocacy for K-Electric Limited’s Petition on Integrated Multi Year Tariff — ¥V L ﬁ:ﬁ?—
Dear Sir,

| am writing in response to your announcement in the newspapers dated 24™ June inviting comments on
the petition submitted for your review by K-Electric (KE). As Vice President of The Citizens Foundation

(TCF), | would like to share some information on the crganization’s relationship with K-Electric as a
corporate citizen,

H
!
%
§

The Citizens Foundation operates 1,202 school units across Pakistan, 396 of which are located in Karachil :
More than 60,000 children belonging to the most disadvantaged slums and katchi abadis in Karachi are’

enrolled in these schools receiving 2 quality education from KG to Matriculation level Gur aim isto create ?‘?‘ ~a
agents of positive social change through education. é 3 C“ ;
We have had a deep and long lasting relationship with K-Electric as a fellow corporate citizen of Karachi. i . \. L

K-Electric provided us a very valuable tract of land in Guishan-e-Hadeed, Karachi many years ago wh:ch5 :

has directly enabled the education of hundreds of students enrolled at the primary campuses built on this I ——

ptot. Bayond this one-time assistance, KE generously provides free electricity to all our schools as well as
our Regional and Head Offices in Karachi. This support has been ongoing for a number of years andw
amounts to millions of rupees every year. Beyond the financial support itseif, the company is actwe!%
engaged in our schools whether itis in the form of activities to raise awareness in our s¢thool <:omrmmitse&.w 2}
or encouraging its employees to volunteer as mentors to our promising students. It is relationships such;\
as these that enable TCF to continue its work of preparing cur less privileged students for the challenges

) g
facing them. ) §
in our extensive interaction with senior and middle management at the company over time, we havef;t:‘ég\

consistently seen a culture at KE focused on broader community welfare beyond trying to meet short-
term financial objectives alone. K-Electric is a company that affects every single persan in Karachi deeply
and we believe that while it is often the subject of criticism and challenge, any such enterprise must also
find its due share of encouragement and acknowledgement for what it consistently does right and for the

sgEhn s

The Ciizens Foundation {TCF) is setup under a ficense from Securiies and Exchange Commission of Pakistan vide Section 42 of the Companies Qrdinancs 1984
TCF is an approved non-profit organization WS 2 (36} of the Income Tax Ordinance 2001, Any donation to the Toundation qualifies for complsts
exemption of donation amount under clause (B1)a) of Part | of Second Schedule to the Income Tax Ordinance 2001,

Head Office, Karachi: Piot no. 20, Sactor 14, Korang! Industrial Area, Karachi, Pakistan, UAN: +92-21-111-823-823. Fax: +92-21-35113480
Regional Office, Lahore: Mustafa Center (main market), 1st Floor, 45-F, Gulberg Hi, Lahore, UAN: +82-42-111-823-823. Tel: +92-42-35787932-36
Regional Office, [slamabad: Serices Road, Gangal West, Near Fazayia Colony, Rawalpindi, Pakistan. Tel: +52-61-4578228-9. Fax: +92-51-4578233
URL: www.tcf.org.pk | Email: info@@icf.org pk
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july 1, 2016
S[NDH INSTITUTE
OF UROLOGY AND

re TRANSPLANTATION

Registrar NEPRA S LA

NEPRA Office Building, Ataturk Avenue East
Opposite Federal Flocd Commission Building
G-5/1, islamabad

Subject: Multiyear Tariff Petition Filed by K-Electric Limited, for Determination of Tariff for
the Period Commencing From July 01, 2016 to June 30, 2026

‘\.‘
/9

L

o nw HRERTT

Dear Sir,

m

e f\* With reference to you Notice for Admission (PID) (1) {6897/15) published in the newspaper, |
l/} ﬁ: have the following request to make in the contexts given.

'%T:‘;Smdh Institute of Urology and Transplantation (SIUT) is one of the most reputed medical
wzjnstiwtions in the South Asian region, providing specialized medical care to the population at

2 4arge suffering from kidney, liver, related cancers and ethical transplant procedures “Free of
Cost” with lifelong follow up along with medication.

A e 2 T 1o

g R

As Director SIUT, | would like to share my comments to be included in the proceedings of this
‘icase.

crssaReTe

]
& r\;\ JThe respective organization has an extensive programme meant to assist welfare institutions in

: ? the city whereby they provide free electricity supply as a Corporate Social Responsibility
* “‘\ ser\nce In this regard, the organization conducts good practices and has been recognized as
;. isuch regularly in the past few years. SIUT has been the beneficiary where KE provided free
s j}eiectrzf:tty to our satellite dialysis units in Bara Maidan Nazimaabad, Cantt Bazaar Shah Faisal
/ e-;?z o % Colony, Garden East and SIUT Mehrunnisa Hospital in Korangi.

)

Over just the past one year alone, one can see the vast improvement in terms of electricity
supplied to the institutions. We have found the organization and its employees to be receptive
to feedback with a strong sense of duty to serve the welfare institutions.

With respect to this petition, we think that these changes have been brought about by not only
investing in better energy options, but also by maintaining current installations.

Kindly include my observations in the proceedings in an attempt to see a just step be taken.

Thanking vo?, “ ¢
Smcﬂety, i ! o - “f\&ﬂ\ ﬁ
j\ﬁ R : 1 L q?\g

Dr S Adlbul Hasan Rizvi e

st LG
Professor and Director &@ — ™ L P Q‘y <o < lociinae,
ags s v Y

Sindh insmute of Uralogy and Transpletation (81UT), Karachi-74200, Pakistan
Tet: (82-21) 80218752, 99215718, 32728958 Fax: (82-21) 992154569, 99215362 E-mall: info@siut.org or siut-1@cybernst pk
Website | htip:/iwww siut.org
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June 30, 2016

b CTeek -
q — g ‘ / 3 ) SV ST
The Registrar NEPRA - Dt 'y po Lie
NEPRA office building, Ataturk Avenue East %f'; / T SO !
G-5/1, Islamabad D:)T/ nF Mmooty

3

NEPRA press notification about the multivear tariff {MYT) petition of K- Electric Limited

Dear Sir,

This has reference to your recent notification in the press about the multiyvear tariff petition of
K- Electric Limited for determination of tariff for the period july 1, 2016 to June 30, 2026

OICCl is a collective body of major foreign investors in Pakistan. All the leading muitinational
companies based in Pakistan are OICC! members. Our members contribute the largest share,

\‘Q ». over one third, of the total taxes collected in Pakistan. Over 70% of our members are based in
{fﬁ %- Karachi and are extremely satisfied with the improving quality of service and care provided by
Y KE in the recent past. As the shareholding of KE includes a major foreign equity portion, itis also
D % an OICCI member company.
L
2 ~,i In relation to above petition, we have been given to understand that KE is planning to invest
o o i: 4 roughly $ 5 billion during the next ten years to add new capacity, as well as to improve efficiency
- ,_i “:1 of the existing generation capacity of the company. Besides, KE has indicated plans to invest
another about $ 3 billion in improving the transmission and distribution system in the city. All in
= 3 3 all, KE has indicated that an additional 4200 MW capacity would be made available during the
L w above period. Addition of about 28% increase in transmission network are part of the plan during
= 1’5‘ ~3 the next ten years.
TR IAL
if (V\ \ In view of the ambitious capacity enhancement plans shared by KE and based on their ever
3; f improving operating performance in the recent past, we support their application for tariff
.. .= review to be considered according to the rules and subject to necessary verification as per NEPRA
{%? Z - approval process. We have full confidence that the above capacity will add more incentives for
i%j & - foreign investors to expand their operation in Karachi and also attract new Foreign Direct
investment in Karachi/Pakistan.
Best regards
" %id&em

CE/Secretary General

Chamber of Cemmerce Bullding, Talpur Road, Karachi-74000 Pakistan Tei: 92-21-32410814-15 Fax; 92-21-32427315 4wy oiceiorg
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The Registrar G § : :\&J
N%{ional Electric Power Regulatory Authority e iy
2™ Floor, OPF Building, < &) o by oS
Sector G-5/2, _ -@L} . :
Islamabad \ ’ Db (v €D Ve m T
/ Km\ s V) B () - F M)
A (en

Ref: "‘& our letter NEPRA/SAT»I/H/TRF 362/9671 9713 dated June 27, 2016 seeking
comments on MYT request of K Electric

Dear Sir:

We refer to the letter by NEPRA in relation to the Multi Year Tariff Request by K Electric in
which you have sought comments from stakeholders. Given the Eid Holidays, we did not get
your letter until Monday Tuly 11, 2016, and are therefore responding as soon as we could.

Oursun Solar Pakistan Limited has an -agreement with Karachi Electric to sell 50 MW of solar
power to them. From what we understand, NEPRA has approved the Power Acquisition for the
same. Our reiationship with K Electric is therefore one of a supplier and customer. While as a
regulator, your canvass is much broader as it relates to the subject at hand, we would like to offer
the following comments as investor (with foreign shareholding) dealing with K Electric.

It is an undisputed fact that the present shareholders and management of K Electric has made a
remarkzible turn-around of the company from one that was perpetually in red and had poor
perfoifn'l_"_a_nce indicators to one that is economically stable and sustainable for the long term. In
particular it is noteworthy that:

1. “Alarge part of Karachi, and in particular the industry, does not face any load shedding
The losses have been reduced substantially
A huge amount of investment has gone into new generation projects by K Electric itself
(with capacity in excess of 1000 MW)

4. New projects are being undertaken to add another 2000 MW + to cater for the growing
demand

(VS E\J

It is clearly an acknowledgment on the part of the lending community as well as investors that
the company is not only on the right track, but is translating improvement plans into real

Page 1 of 2
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measurable actions on the ground. Only because of this acknowledgment and belief, investors
like our shareholders, as well as others, are ready to supply power to K Electric happily, even
without a sovereign guarantee which is available to IPPs selling to NTDC. In simple terms, as far
as the bank market is considered, K Electric is considered a better credit on a standalone basis
compared to NTDC, which needs credit enhancement by the sovereign guarantee,

While 1t is not our place to comment on many of the specific requests made by K Electrie, it
would not be out of place to first assess how K Electric made this turnaround. And as the
regulator, NEPRA must validate this by encouraging K Electric to keep on improving further.

K Electric needs to build new generation projects 1o keep up with the requirements in the future.
It also needs to make improvements in T&D. Finally, it also needs to shut down old and
inefficient generation to upgrade its overall fleet efficiency. All of this needs major investments
in the hundreds of billions of rupees. As we all know, this investment will need recovery and a
reasonable return. The can only come through predictable cashflow, which in turn requires a
rational ‘and defined tariff regime, since such capital recovery will take more than a decade. Of
course, as a regulator, NERPA needs to balance the interests of the customers and those of
investors. What is important to recognize is that if investment in K Electric is not
encouraged/safeguarded through fair compensation, then the interests of the K Electric customers

will also be compromised because the availability of sufficient power and the quality of service
will both go down over time.

Regards

h_
Zain ul Abidin
Chief Financial Officer

Page 2 of 2
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The Registrar, | 27" September 2016
National Electric Power Regulatory Authority,

NEPRA Office Building, Attaturk Avenue East, —

G-5/1, Islamabad : g}"“) H‘f W\J"“‘l

BY TCS. o g — AN "= 3f‘\

[Vl (A};/ ] 1 "%
2.The National Electric PoWer Reguiatory Autherity, Sl %’d Rl
Marriott Hotel, Karachi f\l \“b N R Sh (Geoly L
{Hand delivered in person) (3 /\V) l% \ Y — D e < oduius,

; A — mlF Ve Ty
Sub: Comments: Hearing of Multiyear Tarlff Petttlon filed by K Electric MRy
At Marriott Hotel, Karachi on 27" and 28" Sept.2016 MC&%‘(;

We the following signatories/Members of the Provincial Assembly of Sindh
offer our comments, as under, in response to the public Notice issued by
PEMRA that appeared in the Newspapers of Karachi.

1. The so-called service providers, instead of providing service to the
people have become blood suckers. K Electric in Karachi, after
nationalization, has least bothered to improve the service delivery,
especially, in low-income colonies like, Lyari, Surjani, Orangi, Memon
Goth, Neelum Basti, Delhi Colony, Korangi, and so on. Frequent outage
has become the norm in Karachi. At times the non-supply of electricity
last for more than 15 to 24 hours.

2. The frequent breakdown of power supply not only causes denial of
electricity but also adversely affects the supply of drinking water as the
water can not be lifted towerhead tanks from the underground tanks.

3. The unannounced load-shedding that too stretches from 4 to 6 hours,
especially, during scorching heat, makes the life miserable.

4. The Complaint centres never respond to the complaints. In case of
power failure the telephones are put on engage tone.
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5. Despite frequent outages the electricity bills do not show any
reduction in the charges.

6. Hundreds and thousands consumers have installed power generators
~ that causes a great strain on the resources of the poor and middle-
class population and despite it the K Electric bill does not show any
reduction in the total amount of biil, In brief the generators expenses
remain over and above the normal bill of K Electric. _

7. In view of the high cost of living with soaring prices of food, rentals,
transport, education and health etc. it would be disaster if the
K.Electric isallowed to raise the rate even by 0.66 kWh in operation and
maintenance component of tariff. Hence we shall not accept any
increase in tariff in any form or excuse.

nol’

8. Similarly, any increase in the draw-back formula threshold shaIELbe
tolerated.

9., Working capital is always included in the tariff. It is unbelievable that
this component issot partef tariff. In any case we shall not allow any
increase in the existing rate of the tariff.

10. Force majure does not apply in case of K.Electric. Power is switched off
the moment black c!oudahover over Karachi thfough it does not rain. In
slight shower, the i:ght goes out and for hours it is not restored.

11.1t is ridiculous to allow the K Electric to maintain the proposed increase
in tariff for ten years (1916 to 26). With the advancement in
technology, with the availability of cheap solar and wind energy and
with the less expensive furnace oil {imported(gas or oil) through pipe
line from Iran), there is absolutely no justification to aloow the
increased tariff for another years.

12.We strongiy fee! that the existing tariff be reduced and K Electric
instead of remitting billions abroad, improve the service delivery.
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FREE EYE CARE FOR THE POOR

Ref: CO/Sec/NEPRA/1255 June 28, 2016,

C e ‘,w?w%\a‘éiu N %le }Q

T35 &%
RN

§AT//§ ) (M ,J o
M %/ S LR
Registrar NEPRA, " (} ‘ C,Q - é 1O
NEPRA Tower, G-5/1 (East), Py e W[ <2t Cravim o, K ?7)
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Dear Registrar, - Ny llic [ é;\ DD\ - 517!%

Subject: Tariff Petition Filed by K-Electric Limited -
o gy
The Layton Rahmatulla Benevolent Trust (LRBT) is the largest provider of eyecare in the iR
country with a network of 19 hospitals & 55 clinics. LRBT mission is to “Ensure that no man,
woman or child goes blind just because they cannot either afford or access the treatment. Our 74 X
facilities are located in such a way that most Pakistanis are within a 3 hour bus j journey of one of : \

them. In the 31 years of our existence 33 million patients have visited our Out Patients i \, \/\

s e e
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Departments (OPD), 3.3 million surgeries have been performed entirely free of cost for the poor. 5,; %
We treat 36 % of all eye patients visiting Qut Patients Departments, perform 27 % of allm\—: \miﬂ
surgeries & 32 % of Paediatric eye surgeries. § ;; M:

We have 2 hospitals in Karachi; 1 at Korangi and the second in North Karachi. K-Electric’s
privatization has been a godsend for us and other similar organizations in the healthcare sector.
With the establishment of their CSR program, they are supplying free electricity to our Karachi
hospitals. This has reduced our growing operational costs, aliowing us to use the savings for
treating more poor patients. With the Government not allocating sufficient funds for healthcare
in the Budget it is left to organisation like us to fill the gap. Our partnership with Karachl $
electricity supplier allowed us to positively impact moze lives across the city. :

Gur experience with KE has shown us the truth behind their commitment to deliver and serve
Karachi effectively. Last year, K-Electric and LRBT partnered to provide relief to the
underprivileged arca of Altaf Town and many other areas in Karachi. Further K-Electric has
recently installed a new upgraded pole-mounted transformer (PMT) at our Korangi hospital and
also done the underground cabling from it to our hospital free of cost . [ am grateful to K-Electrie
for its generosity which helps us to move towards our ambitious mission of ensuring that no
man, woman or child goes blind just because they cannot afford the treatment.

There is also a noted improvement in the operations side. K-Electric not only has a better
governance and infrastructure in place but also has a committed team of professionals who are

compassionate and willing to go the extra mile for the benefit of the people of Karachi. We at
LRBT are witness to their commitment in giving back to the society.

The Layton Rahmaiulla Benevolent Trust Page 1of2

LRBT House, 37-C, Sunset Lane No. 4, Off 24th Commercial Street, Phase i1 Ext, Defence Housing Authority, Karachi - 75500.
Phones : +92-21-35396600-5{Fax : +92-21-35396606-301| E-mail : Irbt@cyber.net.pk | Website : www.Irbt.org.pk



FREE EYE CARE FOR THE POOR

In this respect, we fee! that the tariff petition by K-Electric will enable them to continue on this
vision to serve the people of Karachi. It is our humble request to the Regulator to take into view
this facet of KE’s performance, and provide a ruling that is impartial and fair.

Yours Sincerely

Naimus Saguib Hameed !
Chairman e
The Layton Rahmatulia Benevolent Trust Page zof 2

LRBT House, 37-C, Sunset Lane No. 4, Off 24th Commercial Street, Phase 1i Ext, Defence Housing Authority, Karachi - 75560.
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KARACH DUSIESS IMEIIGENCE WING

September 28, 2016
“Most important Matier”

His Excellency Mian Muhammad Nawaz Sharif, Prime Minister of Pakistan .o
‘Mr. Fawad Hassan Fawad, Principal Secretary to PM _ k.
Mr. Mohammad Ishaq Dar, Federal Minister of Finance M

Mr. Khawaja Asif, Federal Minster of Water & Power

Mr. Shahid Khagan Abbassi, Federal Minister of Petroleum & Natural Resources
Mr. Miftah Ismail, Chairman Board of Investment

Mr. Muhammad Zubair, Chairman Privatization Commission e

Mr. Ahsan Igbal, Federal Minister of Planning (_ 3\2\5 /
Dr. Wagar Masood, Federal Secretary, Ministry of Finance e

Mr. Yunus Dagha, Federal Secretary, Ministry of Water & Power ~ im "{f“ﬁ‘i
Mr. Arshad Mirza, Federal Secretary, Ministry of Petroleum §
[
i
!

Mr. Ahmad Sukhera, Secretary, Privatization Commission

Mr. Qamar Zaman Chaudhry, Chairman Nationa! Accountability Bureau

Dr. Ishrat ul Ebad Khan, Honorable Governor of Sindh

Syed Murad Ali Shah, Honorable Chief Minister of Sindh l

Lt. Gen. Naveed Mukhtar, Corps Commander Sindh :
Maj. Gen. Bilal Akbar, DG Rangers Sindh i.\
Mr. Sardar Muhammad Yagoob Khan Nasar, Chairman, Senate Standing Committee on W&P; O~
Mr. Muhammad Arshad Khan Laghari, Chairman, NA Standing Committee on W&P i :
Mr. Tariq Sadozai, Chairman NEPRA L
Mr. Wang Yundan, Chairman Shanghai Electric Power (SEP)

Editor in Chief ~ The Express Tribune, The News, Dawn, Business Recorder, etc. &

SUB: SERIOUS OBSERVATIONS ON SHANGHAI POWER's K-ELECTRIC DEAL

Your Excellency/Gentlemen: A 3

i
We as patriotic Pakistani citizens would ike to bring to your kind attention some serious concerns ;3
on the dubious Shanghai Power's K-Electric deal. These questions are being raised in the best \
interest of 22+ million people of Karachi as follows: %,m
7

1} What is Shanghai Electric Power's (SEP) strategic angle in taking over K-Electric (KE)?
Does SEP regard KE a collateral beneficiary of the China Pakistan Economic Corridor
(CPEC) initiative by default, or would SEP at some stage ask for KE and its upcoming
projects to be formally included in the CPEC list? In this regard, what GOP sovereign
support, impiied or otherwise, have been sought and given to incentivize SEP to take
over management controt of KE (reference the recent meeting in Isfamabad between the
PM, SEF's Chairman and Abraaj Capital’s CEC on 2 September 2016)?

5 2) As per our team's research, SEP (www.shanghaipower.com) does not have any
managerial experience in the electricity distribution & supply sector; they are basically
a power generation company. While it is true that Abraaj Capital is alsc a private equity
firm and had no prior experience in this segment when they took over KESC in 2008, they
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KARACH BUSINESS INTELLIGENCE WING

learnt it the hard way over the past several years. So should we now expect SEP to go
through the same learning curve & on-the-job training in dealing with 22+ million
consumers of Karachi; or should GOP proactively insist that SEP include in their
consortium a qualified institutional third party that has the relevant electricity distribution &
supply experience in similar markets like ours?

3) Post takeover, would SEP treat KE as a dumping ground for its own products, services,
and people without going into any competitive tendering process which would definitely
hurt the long-term interest of KE's consumers as well as its other shareholders? How much
of the Rs. 500 biltion (US$ & biliion) new capital expenditure over the next 10 years that
KE's current management has promised to NEPRA in today’s public hearing in Karachi
will be sourced from SEP and its affiliates? Or, is there a separate 10-year Business &
Capital Expenditure Plan that SEP has shared with and committed to GoP/NEPRA? i yes,
then can that be made available on NEPRA's website in the public interest? Apart from
the US$ 1.5-2.0 billion that SEP is reportedly paying Abraaj Capital tc take over its 66%
management stake in KE:

(i) How much extra capital is SEP committing to invest in KE itself to improve its
generation/transmission/distribution infrastructure? and. ..

{if) How much of that capital expenditure shall be additional foreign equity from SEP
rather than more debt raised against KE’s collateral and cash flows?.._and. ..

(#ii) What corporate guarantees and penalties for non-compliance have been sought
by GoP/NEPRA from SEP that they will definitely undertake this much-needed
investrent program at KE post-takeover?

4) Why is NEPRA has not followed the model of unbundling of KE which is already in place
in rest of the country that there are separate generation, transmission, and distribution
companies fo allow greater transparency in calculating/charging the end consumer tariff?
Is it also true that unbundling would have resulted in a lower end consumer tariff, which is
why KE insisted on submitting a decade-fong Integrated Multi Year Tariff (I-MYT) petition
that NEPRA accepted for public hearing starting today? Can NEPRA share with the public
its internal or external analysis demonstrating that the KE consumer is not better off if KE's
tariff is unbundied like rest of the country? This also has a direct impact on KE’s valuation
and the share price SEP is paying for Abraaj Capital's 66% stake. Would GoP/NEPRA
rather protect Public Interest as opposed to Corporate Interest on this account?

5) According to various news reports, SEP is willing to pay US$ 1.5 — 2.0 billion to acquire
Abraaj's 66% management stake in KE. if the deal is so favorable, then why is GoP/PC
not insisting on its statutory right to chip along and also sell to SEP its residual
minority 256% stake in KE worth US$ 550-750 million at the same price? Since GOP
has no managerial control over KE's affairs post privatization, and it is the role of NEPRA
o regulate KE's affairs in the public interest, then why wouldn't GoP/PC insist on also
benefitting the national exchequer by selling its remaining minority shares in KE (just like
GOP has announced its intention to sell its remaining 40% equity stake in KAPCQ)?

6) is it true that there is a Sindh High Court Stay Order in play related to a 2005 anti-
privatization petition by various petitioners restraining the current majority shareholders

Confidential email; khi2 lwing@email.com




KARACHI BUSIESS INTELLIGENCE WING

8)

9)

from transferring their shares and control, directly or indirectly, 1o anyone without such
restraining order being lifted?

In KE's annual accounts, the company has disclosed a disputed Contingent Liability of
approximately Rs. 50 billion (US$ 500 million) toward late payment / interest claims of
SS8GC and NTDC. There are rumors in the market that these two claims are now being
settled at Rs. 25 billion which is 50%, to heip in facilitating the pending SEP/Abraaj
Capital's sale transaction. If true, how would the various parties to this continuing dispute
(including KE and SSGC as PSX-listed entities) account for this reported settlement in
their books? Given the huge amounts involved, would it not be more appropriate to have
an independent expert adjudication or arbitration award in place to avoid future
controversies, allegations, NAB enquiries, etc.?

There is credible information in the market that to help facilitate the pending SEP/Abraa;
Capital sale transaction, KE is entering into a new power purchase agreement with
NTDC/WAPDA to receive approximately half of the existing 650 MW electricity supply from
the national grid and at a much higher Marginal Cost for next five years. This would
reportedly increase load shedding in Karachi as well as the consumer tariff during the next
several years. |Is this one of the mandatory commitments that needs to fulfilled before
handing over KE's control to SEP, and would the various court stay orders on this subject
be vacated now?

Has the Government of Sind {(Go8) officially been taken on board with this forthcoming
change in management control at KE and the related conditionalities, given the strategic
importance of this utility company in maintaining law & order, etc. in Karachi?

10) Finally, in the best interest of transparency, would GOP make available all of the important

terms & conditions of this proposed transaction for a public hearing before granting its
NOC, since a lot more is at stake for 22+ million people than just a private transaction
between two foreign investors?

We looking forward to a favourable response to the above queries.

Thanks & Regards
%
Syed Mujtaba Rizwi

Director General
Karachi Business inteliigence Wing

Confidential email: kbiG2lwing@gmail.com
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KARACHI BUSINESS INTELLIGENCE WING

16% September 2016
Registrar

NEFRA
Islamabad

Subject: MOST URGENT & IMPORTANT: Serious Concerns about K-Electric Tariff

Cear Authority,

We write to you in order to request Authority at NEPRA {o answer the following before giving another raise
in the tariff to the power giant of Karachi who has failed to provide quality service to its consumers? Citizens
of Karachl are afready burdened with the heavy tariff and KE has eamed approximately Rs 80 biftion (USD
800 million) profit in last few years as per their audited financials available on their website. There were
certain commitments which were made by Govermment & Karachi Electric management, are these
commitments fulfilled? Here are certain observations on the tariff petition available on NEPRA's website:

1. Unbundling of K-Electric

Power utility companies are unbundied worldwide and it was also unbundled in Pakistan several years ago
{GENCOs, NTDC, DISCOS, efc.}. Separate and autonomous generation, transmission, and distribution/retail
business units are to provide better quality of service to the consumers, among other reasons. Even K-Electric
had announced and sought explicit GOP Support to unbundle the company in their agreements with
Government of Pakistan in 2005 & later in 2009. It has been more than 10 years since the privatization of KE
and the rest of the power sector in Pakistan already operates in an unbundled set-up so itis impertant for us
fo know the rationale of accepting this petition of making Karachi Electric owners from rich to richest:

a) Why has NEPRA admitted this new MYT petition and did not insist on separate tariffs for generation,
transmission, and distribution for more transparency and allocation of responsibility from a consumer

- standpoint?

i
L

\_

&»

by Whether NEPRA has commissioned an internal and extemal analysis on the net benefit, or
otherwise, to the KE consumers of maintaining status quo, and if so, will this analysis/report be
shared with the public?

c) When would an ordinary consumer in Karachi have a "choice" between KE and another electricity

supplier, and would that not be better served undar an un-bundled scenario where market is open
for everyone and there is nc monapaly.

| 2. Shareholders/Owners Guarantee

:f.As mentioned in the -MYT tariff pelition, KE has commitied {o a capital expenditure of Rs. 00 billion over

5 the next 10 years across the generation, transmission, and distribution segments of the business, which is
Q-ﬁmdeed welcome. In this regard, we and the public of Karachi would like to know:

a} How NEPRA will actually guarantee this investment against the upfront tariff increase and other
benefits sought by KE, in other words, what is the consegquence/penalty of KE being unable or
unwilling to undertake this much needed CAPEX plan for whatever reason that it has committed
to under the I-MYT? We have seen announcements of various projects by Karachi Electric in
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KARACHI BUSINESS INTELLIGENCE WINd

last 2-3 years and nothing has beer on ground on those projects except advertisements. NEPRA
has not taken any action on those commitments as well.

b) How NEPRA will get direct assurances, in the form of corporate guarantees, bank guaraniees,
escrow account etc. from the existing KE owners Abraaj Group and also from the upcoming
Chinese owners Shanghai Powars, We believe this to be an absolutely critical and relevant of
the ongoing sale process of the Company that the Abraaj Group is pursuing (item 3 below).

3. Sale of KE by existing owners

It is a publicly known fact that the owner of KE is an offsnore company KESPOWER which has majority
sharehalding of Abraai group and is selling its all shareholding to Shanghai Electric. In view of the foregoing,
and also related to item 2 above, will Authority NEPRA would like fo answer the following:

a) Any -MYT commitmenis made by the current K-Electric management and board of directors of
the Abraaj group are enough to be trusted? When we all know that they will sell the company
and leave the country. Do we have 1o listen to the lame excuses and blame game again on cld
management that these commitments were made by the old owners?

b} Has NEPRA made any official announcement or given commitment for betterment in service o
the pubfic on the ongoing sale process of K-Electric?

¢) How does the timing of this tariff petition and NEPRA's final decision relate to this change of
ownership process? This is also relevant in the context of the dissatisfactory operational
performance of Karachi Electric in terms of overbilling, unannounced load shedding of several
hours, blackouts, long and increased technical faults whilst the management's is fotally busy in
cutting 2!l efforts to sale the company.

We expect NEPRA Authority members to respond to these pertinent questions and also consider these points
before quickly deciding the petition. We wouild also like to know what actions NEPRA has taken against KE's
operational nonperformance other than the media statements which we saw many times.

This issue is under discussion at various events in Karachi and most of the key opinion makers are on
same page that NEPRA has already decided to allow KE's existing tariff instead of decreasing it. We would
request NEPRA to ensure transparency and also request NEPRA to provide relief to consurmers of Karachi.

Tharks and Regards,

Syed Muitaba Rizwi
Director General
Karachi Business Intefligence Wing

Confidential
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Dated: October 5th, 2016

The Registrar
National Electric Power Regulatory Authority

NEPRA Tower Attaturk Avenue {East), Sector G-5/1,
Islamabad,

Dear Sk,

Subject:

Comments on K-Flectric’s Multi Year Tariff {MYT) Petition for the period commencing

from July 1, 20156 to June 30, 2026,

This is reference to the Multi Year Tariff petition filed by X- Electric for the determination of tariff for the
period commencing from Julyl, 2016 to June 30, 2026, We would like to submit our comments on the
subject tariff petition which were also presented in the hearing heid in Karachi on 27% and 28% September

2016

Long term financing ranging from 7 to 16 years is typically arranged by financiers for large infrastruciure
projects. These include power related financing for generation / efficiency improvements and
transmission. In order for such projects to be bankable, financial institutions require that a long term tariff
s agreed in order to provide a defined cashflows stream to repay debt obligations undertaken by a

company.

Yours Sincerely, j:—;,/
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@W Central Power Purchasing Agency Guarantee Limited

A Company of Government of Pakistan

oo PP Y e G Nden s S B Dared: August 12, 2010

i“\.?{;
i, 26026

Eeel 11 Nenicr regerdmy admission of realtivear Tardff Petition filed by K-Electne mired for the pertod of
Judy 280G o June 2020 publishied i Papress News on 2400-20106.
(20 U Ga ey PPALG errer Now C FCEO/DOME/ME-THB5460-47 Dared 02/08/2010 on

the subpect marter addvessed oo the Depary Regtstar NFPRA.

aiy Secremry CPPAG Totrer Moo OPPAG/2010/ Admun /CS /13437 Dated 22/07/20106

clniincin

LGN TegUesT pottaining to subject petition addressed ro Depury Reglsuar NEPRA.

CPPAC expresses It interest in pasticipating i Multiyear Tanft Perition procecdings of K-Eleewe Lid

Traroush this beter CPP G W g s overall comments that also cover the prehaunany filed earlier. Our

chaervanon on fhee fetegrated Mule Y ear PartfE (VYD) 15 that the overall pennon lacks detaids on

ssupsions, aionnie and plans i form s bass, Fherefore, wu requested tor additional miormaticon

G ferrer reterred wosenal member 3 above sooas ro develop holisde andersranding and urnish

Beroe comuments However, up sl now the reguested mformaton has nos been recoived by this

Pheretore, based on the Tinired Information avallable, the following high-devel comments are subimnitred for

she ronsicderanon of the Anthoriy thac

should consider conducting o comprehensive review of the Tast LMY control pertod, m-

verie o tie actal porforvance apamst mrges ser by the - Authority and Goverument ot Palustan

ERTESEITE SIS THIN ry;,;:;‘:,! i Partbser subontred that
oo Ko Blecrse wreed to meet the requirements of the Implementation Agreement (LA with
Covernment of Pakistin and as any other uality under the regulatory regime s mandated o
et the regulatory targets for losses, coliections, O&M, investments, while also mecting the
nerformance standards for generatton, manstussion and distribution framed by the regulator,
S the start of the last control period, K-Electric was allowed the O&M, Dy epreciation, Losscs,

and rvestments and according the rate was set to cover these coses.
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Central Power Purchasing Agency Guarantee Limited

A Compaoy of Government of Pakistan

no Plonse refer to Anmexure-A, 2 churt which depicts tvpeal trend of expenses ({80,

deprectation, tosses, iwvestment et} that we have assumed ReBlectrie would have gor

approved e stagn of the seven vear AYT cantrol period, What we are requesting betore
the anshor s the detailed review of what was approved in-terns of these allowed expenses
that - Pleerre bas charped o the customers and the actual expenses. For instance if the

vestineis awere uot nuade as allowed by NEPRAL than the depreciniion expense allowed 2

i bt ol the conteod penod and was subsequently made part of rate would ave resuled
o merenientxd rey enue and eventaally higher returns rewarding the vl for not mecting

P mvestmen targets,

¢ aoreover, the Authont may also consider conducting an annual review of the K-tilecrric
pericrmanoe aeningt the mrgets and tue-up the expenses and subsequently adjust the ot

Aldse, sur company 11 of the opanion thar the control peniod shall be of tee years.

< Bardhormore, one important point to bring betore Authoriny’s notice s the qualisy of product
clecreinyy and dhie services provided to the customers. The product and the albed services

sheadl et the NEPRA preseribed stndards, In Annesuare-B, we have copied the excerprs

Fom NEPR Vs s of the Indusoy Report 2015 regarding K- Dlectnic™s performance.

v tron the wevies of tie NEPRAS report, one can depicr B Bleciics shorar progress in
enhuncing e generarion ransenission and distribution assers and meening other targers, This
abse rethects bad on h-Bleorics internal capacity to pertoron mregrated planning based on
spueethed stadios Nodsfonmaton s provided abous MV A’s that wilt be added in the

divribunion nerworl, Togoatle 1t should be more than 3,570 MV A planned to be added

Saouph power rraslormerst Therefore, it s suggested that NEPRA betore approving this

huge mvestsent may plesse conduet a thorough review of the planning processes, capabilites

andd plans,

bt deeteie hae Durther asked for an approval of huge investment o the rune of Rs, 496 Billien

wonest ten verr A hige mvestment claim was 2 bir exposed when the hear wave of sumimer

Z S R the strects of aracht

¢ bequesting a change o cawback thresholds from 12%, 3% and §8%0 10 1570 1870 and

aliow retuens tor N o comumensurate witsh the fevel of ovesoment requized and inherent nsk
by e Beaniess s Adso R Bleotne s support o thes reguest argues thiat the IPPs have bheen allowed

figher remrns <o this change may be approved. Following 1s our submission wn rhis regard:

oo Thar dhe geopolineal, seourity mud cocicconomic situaton of Pakistan Qncluding Karachi)
s umprosed sver the vears, The mitesest rates ate fowest on record and overall economy has

shoswn sty wrowth over, For KeBlecrie, the nunal reething problems faced by the
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Central Power Purchasing Agency Guarantee Limited

A Company of Government of Pakistan

Care sliness over ard as chumed carpurate governacy is tur berrer than comple of

v hat the peason tar increasing the clawhack threshokd as mentioned by K-Flecrie s the level

ot tnestinent bo cur opiten with paproved Bnancial health, secured colliteral, mproved

4
|

e ranings over-tne and long-tenm nawire of the loan allows K Plecene to secure o

o interest rates and alse carn decent rerums on equity on the grven clawback thresholds.
e tor s tnoneopobste vertically ntegrared vobiny with growth m consumphon and
suproving external covisomment, the risks of doing bastness should have decreased and shall

alio Fesnest over-Iite.

Lo Bl comparing K- Lleote wady other TPP%s which were estabhished vnder different Power

i foath certatn incentives) 1s not an approprae comparison, as the Power Planes witha
b lectne woere nor esisblished under these power policies.

Fores mnvicw ot above sabamissions, we are of the opinton that KeBleorrie needs to buse the

o the clieaback threshold on some other conerete gronnds,

3y o Vlesirle s peguesting o maodifieation of die adjusmment mechantsin for O&M costs to the elieer that

el cfficeney factors N, 1oy vear of the control peniod, should be lower of the existing (2% or 5%

sceording o the business nng or 3

woof the mcrease i O for the relevant conol vear, Hhus as

prer b Plecwie will el the busimess wm penods of low iatlaton.

W oane o the oninton that the 203% Nofacror for R-Dlectrne needs o be re-examined, as other

s alan rees higher vabues Purther, w our understanding the N factors tor K-blece apply

‘ »

o Ladd cost voponents (which make only up to 10% of ol malf) and not w e total coss,

Prhwsetore seem to provide lower trgers for efficiency,
4y b-leome inothe petinon bas asked 1o allow an merease of Rso 0.66/7kWh 1o help reduce the ongoing
detici i the recovery of O&M cost, The recent wrends, showing O&M costs are ncreasing at faster

et O means dhat previously O&M costs could have been increasing ar lower rate than P

cre it medifiennon e this regards is to be made, i should De applied reprospectvely so thae

s could also be passed-on o the costomess.

(3]
—

the petrion Kellecie has mentioned to cease the 650MW in 2020, The company should have
comed this ntake froms NTDC m 2005 and additions] five vears ot intake needs some serious
corstderanons by the Privatizaton Compussion and the Aothonty. Further, 101 noted m the prabion
thar W Flecrrie v 2020 will have avadalde capacity of 5349 MW and Peak Demand of 3,243 MW, a

pet surplus of ondy 106 W which o our anderstanding as based om the God Code s too less of 4

ce Lo hneeney, operating and spiining reserves) to comply with Grid Code requirements.
s | 5 ] 4 ;
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s S 2]
G U PG G the vicw that Lor formmy the next DALY for KoPlecme, the revenae requircments for

Crevemnon, Transtasslon and Disoibanon sepments of the bustmess shonld be worked our separatel
and thren wggregared o torm the integrared pednon. o this regard, CPPA-G also suggests that the
Bancid satements for generation, transmission & distribution business shall be prepared separately
B b-Dlecine This wall allow a berrer isight into the different segmenrs of the business, the margine,
anebotl Brelp i o Bener sy o understasd the efficiency and in-ettoences,

Tyobo e sapcpares g the maxmuam demand will grow by T2%0 s nest 1 vears, Usaaily, the
dernand - torecasted tor fow, normal or high scenano. Does this 72% increase s tor normal scenaror
Purther, no derls of forecast method and assumption are tound in the pennon. The forecast method
mpd asvemiptions when o forecasts need o be validated before allowing over 83 billion investunenis o

aent P ears.

Furdhor, demand side management and energy efficlency measures are key wituddves for any electrie
wibte o naplement and reduce the overnll requirement of genesstion and subsequently the

Basiactare required (o0 punster and distribuge g The petition lacks detalls of  measures

ciwoted, the resuden of such measures and the planped goiaceves and the resebs of such

Ut ives u ihas regardd

By p-Hleotne bus not achivved the targer of T&DD losses (15% m 2015 which was set by Surhony s
st derermmunanon. Rarther, e 20050 T&DD dosses of the company stood ar 23.7%. hMearcover, the
supregilion of losses o rechnical and commercial s also nor mentioned i the peanon. What we newe
o know iowhat pereeniaze of the loss reduced fromy 35.9% to 23.7% i 2015 was commercial and

rechmeals Wi pereontage of the loss planned to be reduced from 23.7% ro 13.8% {as per K-Flecr

Poanong e 2020wl e commercied and rechnieal?, This s aoportant, as rechmeal and commuorcat
fones nevdd ditferent nterventions, with buge difference m the capisal requirements, which are no

Crocviod separd e o desl

9y Moreover, as the chiim that KeEleetric i exampting 61 % of the ares from load shedding 15
commendible, bowever, we need 1o alse consider that whar will happen ro overall adminstranve
fses, sy 1 couple of vears when the supply will be more than che demand, Currently huge pornon

Gl he wdrustranve Josses are managed by K-Dectrie by load-shedding the areas with low collecnons

Flhisds fosses. Omee the supply excerds demand, to our undersranding AT&C hased toad shedding
would e become ditfieudt oo mmplement, tesultandy the losses espectally the admimsteatve may
secorw more chalienging to conrol. To our understanding for o utiliey like K-tileorne the rechaucal

Bosnes are s stngle dign vange and rest are the administeative losses. Also, collection rates are 90.5% m

which may also deteriorate i the shedding of non-paying ares is over i future. Theretore,
NERP A may look mro the KePlecrc’s plans bt derail that how they will control/decrease the

adrtnrsirnnyve and rechnieal Tosses,
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i Furthor v conerere desenpuion of soart technologies that will be cimploved by Kelileeic w provided
i the preunen. Smart rechnologes and smart gnd 18 2 big concepr, what will be implemenied and

what henefies will be necorued, needs some concrete elaboration.

o \ ) U&\%/ Ty
,:""/ d "\1 p— M‘/ )
( . /_f./"'%ﬁ
Omer Haroon Malik
Manager Strategy and Market Development
‘ For Chief Executive Officer, CPPA-G Islamabad
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Annexure-A
A Typical Tariff Components Expenses Run Chart
increased
Generation
18D - B
Invesment ~
a -
k2
& Losses
;?— - —
i -
e priciation -
Q&M
5 6 7
Years
Fhe ohart above depicts a rypioab trend of eapenses, Flowever, if the Josses and mvestment fargets are ot met

TE G

vl LT

leanns covenae and evenrually the prafies are clevated on acaount of nor meeimng the targets,

comprehensive roview of b Pleetric’s performance against targers needs o be done befrre
e DAY Y
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Annexure-B

Excerpts Regarding K-Electric’s Performance from
MNEPRAs Swate of the Indusiry Report 2015

o Eeocb BT o B svstem copaed trom State of the Industey Report 2015 page 10 13
e e tonding profife of HHT acework duning fune 20135, shows dhar owl of o ol 129

i =

power trpistornes, 45 are overloaded, Out of these, 16 are overloaded between Q070 aned 1002,
o number of anstorners are noted e be operatng at more than 100% of ther rated
capuetry, b adso nored dhae my order to ensuze tha power transforncers are loaded within then limits,
reeders ave olaied By e Blectre as s routine, so that ovetloading can be avolded, The Authornry has
nated thar P svsiem of KeBleetne Tacks enoagh capacity (G transur power o the underiying
nevwerk NEPRA bas maken cognimance of this unwarmnted situanon and is proceeding ay per k™
O prage 37,0 a- per Sate of the Industry Report 2015 “The record shows thar KeFleeric has

i

sapplicd areand 2100w 2206 3IW w i ransmission and disteibution senwork. Supplving

IR TR

toore tha ghove power throngh die system tus June 1o meet ncreased foad demand, bas brought dw
CORSITRINGS N1t sysrers To fore wirh increased tepping of grids, overloading of power traaslormers,
datnage o Pole Mounted Transtormers and five neidents in the grid statons. Such behavior of the
mnderhing nerwork doectly potues o sadeguacy of Iis transmission and distributon systems as these
corld o suppert the sapply of additonal power from generation plants. Fhe Auathoriry atribues

T txtlore of bo Dlevmio ety phing strepgthen awd construen us ransmisston and disirnibunon

oot rehinble power supply 1s cosured.

Sisoo o page 37 Legal proceedings mothe form of cxplananion and Show Cause Nooces were

snprnaced apainss all [DESCOs and K-Peorrie duce to non-compliance of PSR, 2005

Chs page 550 Ko Plecine has not complied with the freguency bmis which are permissible under
NEPRA Performane e Standards Transmission Rules (PSR, 2005,

Puarthuse Beportedh s oBlecme has added/refusbishied 4 prid swations of 132 KV whereas oo

araion capoony bus beon added ar 220 kY level over the S-year period which stands ar 3000
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Central Power Purchasing Agency Guarantee Limited iﬁ%
A Company of Government of Pakistan ; &%@%

No. CPPA-G/2016/Admin/cy/34"5 7 Dated: 22-July-2016

Deputy Registrar NEPRA,
NEPRA Tower Ataturk (East)
G 5/1 Islamabad.

Subject:

NOTICE OF ADMISSION IN THE MATTER OF PETITION FILED BY

K-ELECTRIC LIMITED FOR THE DETERMINATION OF ITS MULTI YEAR ,
i Rabiyy Aenaal i) PR AnD UL fXMINATION OX 115 MULTI YEAR
TARIFF (MYT) FOR THE PERIOD COMMENCING FROM JULY 01. 2016 TO
JUNE 30, 2026 ( CASE NO NEPRA/TRF- S62/KEL-2016)

Reference: Notice regarding admission of multiyear Tariff Petition filed by
K-Electric limited for the period of July 2016 to June 2026 published in Express
News on 24-06-2016.

It is requested that, CPPA-G needs following information /Records from K-Electric

Ltd before providing comments on the subject Tariff Petition:
Historical Data ~ Pervious Tariff Control Period {07 Years)

a)
S b)
{ P9
i g
Lid
M T
IR
e ,c\;:}
A S )
C gl o0
. a8
N E g}
2 o8l h

o

)

10 Years (Proposed Tariff Control Periods)  __ @—\\;li' '

Audited Financial Statements
Plant wise power generation (MW & MWh), Cost (Fixed & Var iable) & Consumption
Allowed & Actual O&M Expenses
Allowed & Actual Investment
i. Generation
ii. Transmission For sheoy %
1}1. Distribution - . SA-FT:I, 0"%‘%‘_ h

1. Customer Service

Year wise Customers growth Ql-}a_\ lo- :ﬁb

Customer dernand (MW & MWh]) 28118
Yearly Billing & Recovery detail — SH- T L
Detailed fixed Assets as on 30-06-2016 L b ,RQ}:-T— e \Q;WW

Business Plan

b)  Projected Power Demand & Supply (MW) M )
¢)  Generation Plan & Sales forecast (MWh) -
d) Projected Power Purchase Cost, Source wise & Plant wise
e} Future Investments Plan
i.  Generation

ii.  Transmission

iii.  Distribution? \X‘\N “/

iv.  Customer Service

fi  Projected O&M Cost
h:\f Y]

6" Floor. Shaheed-e-Miliat Socre tariat, Jinnah Avenue, Blue Area, if;llmlb!d(ﬁ.‘}enf‘ﬁ*l 9213616 Fax: 031-9213617.

www.cppa.gov.pk
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gl Division wise detail of TOU meters to be installed
k) Calculation of working capital

It is, therefore, requested to please direct K-Electric to provide above mentioned

information, enabling CPPA-G to submit its comment on the subject Tariff Petition to NEPRA.,

|,

{(Noman Rafiq)
Company Secretary, CPPA-G.

For Information:

1. PS to Chief Executive Officer, CPPA-G.
2. Chief Financial Officer, CPPA-G.
3. Chief Operating Officer, CPPA-G.

5™ Floor, Shalieed-e-Millat Secratarint, Banak Avenus, Blug Ares, Isharobad, Phone: 93129213618 Fax: 031.9712617.

WWW.Cppa.gov.pk
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Peoictrar mme i3 s { Lic)y — ™1 o i
The Registrar Py e Ref. No. RARSP/NEPRA/204
National tlectric Power Regulatary Authority e O, Dated: September 20, 2016
[stamabad ' ! - e
] L
1 )c,‘;.,;f*” B /J,{‘ . T 'i ‘ e
{ 0 ,'l v ( * / ‘ ?>‘\ \ i
Subject: intervention reguest regarding the proceedmgs of/!@ Eleﬁ;tric s Multi Year Tariff (MYT)'\
Petition for the period commencing from July 1, 2016 to ilkner 30, zozé A e i y i
1 1/ 1) jﬁ\\I Y /“/"
Dear Sir \

)

This is with reference to letter no. NEPRA/SAT-/TRF-362/12318 dated September 02, 20186,
Qur response to the comments of Central Power Purchasing Agency Guarantee Limited (CPPA-G) are

given below: é{) fg

™ \\\j "

Performance under last tariff control period (Para 1) ;;'Qi ‘
i .\\‘g“ Bt
~,

. The intervener has incorrectly connected the requirements of the Implementation Agreement (JA) with 7;'} (}\
‘. ! the regulatory targets for operational performance allowed by NEPRA under the tariff. We would like to ! %J
clarify that the A included a requirement of investing equity of USD 361 million, which was complied ; '\\
~1 i with by the investor.

Further, KE has a performance based tariff structure, the essence of which is that it self penalizes the
entity for any inefficiency. Under this mechanism, the consumer does not have to bear the burden of
| inefficiency at the utility’s end, rather the entity is incentivized to investment in order to improve the
: efficiency, beat benchmarks set by the Regulator and earn a reasonable return.

The investments do not impact tariff as there is no provision for investment or guaranteed return in the
4 tariff. KE is responsible to arrange resources for investments and the only way KE can earn a return is hy
~ outperforming against the benchmark set by the Regulator. Therefore, the intervener's request of
carrying out a review of investment allowed in tariff vs actual investments made etc. are not valid as no
sueh component are allowed in the tariff.

Similarly, with respect to intervenors request 1o review actual O&M of KE with O&M allowad in tariffit is
essential to understand that under a performance based tariff efficiency gains / {loss) are to be
absorbed by the utility. Excess efficiency gains are however capped through claw back mechanism which
ensures that profits beyond a certain threshoid are shared with consumers.

K-Electric has completely changed from an unsustainable loss making entity to an efficiently run
profitable utiiity. Under the current tariff regime, KE has been abie to invest over Rs.120.7 billion in'the
fast 7 years. This has resulted in an increase of 1,037 MW in generation capacnty along
improvement in ﬂeet efficiency from 30.4% in FY 09 to 37% in FY15. Further T&D iosses have

K-Elsctric Limited
Bouwlevard, Phase 1l (xd), DHA, Karachi, Pak!star
2205182, UAN: 111-537-211, Ext. 7085,




requirements given the technical constraints. Technica! studies are conduciad and feasibilities are
drawn to evaiuate the impact of any new addition on the integrated system. KE has highty qualified
professionals with capabilities to understand the technical and commercial aspects of any expansion in
infrastructure and where required, competent consultant/advisory firms are also engaged.

Clawback (Para 2)

The intervener has stated that KE's comparison with {PPs is invalid. We would like to clarify that we are
not stating that KE is similar to IPPs but want to highlight that IPPs operate in a rather risk free
environment. They are not only provided sovereign guarantee but their finance cost is also pass through
and they are guaranteed full recovery of the power supplied. KE on the other hand has the responsibility
to plan for generation, transmission and distribution of power to Karachi and its suburbs and hence is
exposed to an array of risks, including right of way for its transmission and distribution projects, circular
debt and non-payment by private consumers etc. It has to provide a hankable security in the absence
of any GoP support to not only secure financing for projects but aiso when acting as a power purchaser.
Recently, NEPRA has allowed Matiari to Lahore Transmission line project a dollar based IRR of 17%,
which again like an IPP is backed by sovereigh guarantee. In spite of all these factors, KE, as shown
below, is allowed a return far lower than what IPPs and other private investors like Lahore to Matiari
Transmission proiect earn.

KE has earned profit before tax, as given in the table below, of Rs. 1.7 billion to Rs. 15 billion in the last
four years,

2012 2013 2014 2015
Rs. in million

Profit before tax ) 1,752% 4,001* 9,575 15,076
Share capital and reserves
Opening 113,837 125,313 128,389 130,709
Closing 125,313*  128,389* 130,709 157,784
Average 119,575 - 126,851 129,549 144,247
Return % - 1% 3% 7% 10%

Return on operating Assets (Fixed assets and intangibie)

Opening operating assets 167,514 170,443 165,186 170,663

Closing operating assets 170,443* 165,186* 170,663 214,603

Average 168,279 : 167,815 167,925 152,333
| 8%

Return on assets 1% 2% 6%

*These numbers are as perrestatement in 2034

As can be seen from the tahle ahove, KE has earned a return on capital & reserves rangmg from
10% and a return on assets ranging from 1% to 8% in the last four years. These are Iower th n
current market returns as IPPs are being allowed dollar based IRR ranging from 15% to 17% '
23% in PKR terms},

“Page2of s

K-Electric Limited
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In spite of low profit, KE's sharehowders did net take any dividends and preferred to re-invest all the
profits back in the company to continue the improvement process. Therefore the change in clawback
threshold is only a request to rationalize KE's returns in line with the current market rates of returns so
that KE is given a leve! piaying fiald and it continues investing in system upgradation

0O&M X Factor modifications {Para 3)

With respect to the X factor modification, in the current low inflation scenario increase in CPI in May
2015 was 3.16%. This meant that with X factor at 2% (for Generation & Transmission) and 3% {(for
Distribution) KE was only allowed an indexation of 1.16% and 0.16% respectively, Given that the utility is
already experiencing a significant shortfall in O&M component allowing such negligible indexation
would resuit in further exacerbating the deficit. Although KE has planned to bring in efficiencies in O&M,
it should be noted that several cost heads increase faster than the rate of CP! growth and KE is currently
being allowed an increase significantly lower than the inflation itself. Therefore it is only reasonable to
madify the X factor so that KE has some cushion to manage its O&M costs while also continuously
working towards making them more efficient,

Increase in O&M Component of tariff 0.66 paisa (Para 4)

The intervener has incorrectly assumed that previously O&M costs were increasing at a lower rate than
CPl and therefore any adjustment shouid be allowed retrospactively. We would like 1o clarify that the
shortfall in O&M had accumulated due to an in-sufficient base tariff in 2002 and an increase in costs
faster than CPL Therefore, KE had requested for an increase of Rs. 0.64/kwh in the 0&M component in
2009 petition, NEPRA, however, allowed an increase of 15 paisas which meant that the deficit kept
accumulating.

Since the new management takeover in 2009, KE has brought in efficiencies in O&M costs by
implementing a number of operational improvements across all business units. However, in spite of
these efforts, O&M grew in real terms due to increase in generation, transmission and distribution
capacities and other efforts for performance improvement. As per the table below, KE's O&M shortfall
stands at Rs. 1.44/kwh in FY 2016, KE is willing to absorb more than half of this cost and is only asking
for a one time increase of Rs. 0.66/kwh (L.e. 46% of the shortfall}.

2016
O&M (Rs. Million) 37,240
Units Billed (Gwh) 12,865
O&M cost per unit (Rs./ Kwh) 2.89
O&M cost allowed in tariff (Rs./Kwh) 1.45
Shartfall {Rs./wh) 1.44

KE has requested for a small portion of the shortfall which wiil ensure that it céoé:S no"é'd'ivei"f E£r
funds away from planned capital expendltu{e in omer 10 meet the de%c cit inthe recovery of O&Ni Cost:

bearmg average shortfall of Rs. 1/Kwh in the next 10 years on account of O&M,

K-Electric Limited

1 F% otevard, Phass HE DHA Karachi, Paikistan.
4
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tmport from NTDC and Surplus Reserve {Para §)

With respect to Power Purchase Agreement (PPA) with NTDC, KE is currently in negotiations with the
Government to continue power purchase from NTDC for another five yezis. The business plan forecasts
tnvestment m generation to add capacity and generate a supply surplus (excluding NTDC/CPPA G) of 108
MW against peak demand by 2026. This surplus is projected against peak demand which is only during
certain hours of the day and the surplus when compared to average demand is significantly higher.
Moving forward, as KE will continue investment not only in generation capacity but alse demand side
management this surpius over peak demand will further increase.

Separate Revenue Requirement & Statements for Generation, Transmission & Distribution (Para 6)

As explained earlier in response to para 1, KE does not follow a tariff structure where revenue
requirements are calculated, Instead KE follows a performance hased tariff structure where NEPRA has
aiready given separate operational benchmarks such as generation heat rate, auxiliary consumption and
T&D losses. Further, with audited financial statements that are publically available XE has given alt
stakeholders significant visibility into its operations and finances. Moving forward, KE is willing to work
with the Regulator to device segmental reporting procedures for each business unit to further provide
insight into operations and performance of the company.

Demand Forecast (Para 7)

K-Electric has conducted detailed demand analysis based on historic demand situations and the
pravailing scenario, in order 1o develop forecasts that provide a realistic demand situation that needs to
be planned for accordingly.

There is a strong correlation between GDP growth and growth in power demand historically and the
same was considered while calculating demand. KE used future GDP growth numbers as per NTDC
planning studies of econormic growth to determine its demand growth analysis.

Demand Side Management, Energy efficiency measures and Smart Technologies (Para 7 and 10)

Sustainability and mitigating the adverse effects of climate change are one of the key driving principles
at K-Electric. KE runs a comprehensive Energy Conservation & Energy Efficiency program which includes
creating awareness to propagate best practices and educate end consumers as well as carry out free of
cost energy audits according to glohal SO and GHG standards. KE's programs have helped it create
awareness and reach out to over a million individuals and save over 240 MW, release 445 MVA
(equivalent of 130,000 households with 3kw per household) and help reduce CO* emissions by 1.0%
million metric tons per annum,

KE has already started a pilot project to implement smart technologies across its power system. Further
ali generatlen & transmission points and feeders have smart meters |nstalled KE was one of thé first

instatlation of s.rnart techno ogies across its network KE also plans to continue EtS '_'fforts a_'d fo
demand side management over the long term as its power network moves towards sm rt techn{)iogle

L
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T&D Losses (Para 8 & 9}

We woutd like to highlight that the performance benchmarks set initially were aggressive. This issue was
also highiighted in the 2009 petition, however, the benchmarks were not revised. KE, however, did not

shy away from the challenge and invested to reahstmally improve T&D as much as possible and
continues to do so.

We would also like to add that, T&D loss phenomena shouid be understood in the light of ground
realities. Karachi is a unigue city with its own challenges and dynamics. Unlike other major cities of
Fakistan, a significant proportion of Karachi's population lives in illegal settiements on ‘unieased’ land.
KE is unabie to install meters in these areas due to the illegal nature of the settlements and has limited
avenues to curb the theft of electricity, by residents, through ilegal connections to the distribution
network. Furthermore, the volatile law and order situation in the city especially restricted access to
certain areas, due to localized issues, continues to affect the company’s ability to curb theft and ensure
timely payments.

Total T&D loss is significantly affected by high loss areas such as Liyari, Gadap, Orangi, Baldia and
Surjani, etc. KE has administratively divided its distribution areas in 29 parts with each area having its
own Integrated Business Centre {IBCs). 12 out of 29 IBC areas are categorized as high joss where
distribution loss percentage is 36.4% {2016} due to the challenges above, whereas distribution loss in
rest of the 17 IBC areas is 13.7% (2016) i.e. below 15%. While KE has been able to reduce Transmission
iosses 1o an internationally acceptable level of 1.4% which are pure technicaily, reducing Distribution
iosses and its bifurcation into commercial and technical losses remains a challenge due to factors given
above. KE's business plan targets both reduction in technical loss and commercial loss and through
investment of around Rs. 108 billion in distribution not only the reliability of the system is expected to
improve but T&D losses are also targeted to be reduced to a tevel of 13.8% by 2026.

in addition, KE has invested in improving its recovery ratio over the years through several awareness
buitding campaigns, Facilitating consumers through easier hill paying options and crack down campaigns
such as Operation Burg, The Segmented Load Shed policy is not the sole means to controlling theft/non-
recaovery. KE envisions a gradual decrease in load shedding with additionat capacity added to system and
as areas move from high loss to low foss through investment in targeted programs to curb power theft
and non-payment, Therefare, it is incorrect to assume that KE will not be able to recover bills if load
shed is reduced.

We hope that the above responses have addressed the concerns of the intervener.

Sinceraly,

M. Aaﬂﬂhaziaﬂi

Director (Finance & Regulations)

K-Elarciric Limited
sulsvard, Phase H (Bxt), D
GRoe182, UAN: 111-837-:
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Gear Sir,
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It is thcréforc, tequestied 1o admilt the tarilf Petition andg kindly acl-cnc:w!—edge and jssue the re:eirﬁt.

Sincersly,

Clowees

Muhflr‘r‘n1ad raywamu Tareem
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CC TO, SERIOUS OBSERVATIONS. FOR NECESSARY ACTION UNDER ANTI- NATIONAL &

ANTI CONSTITUTIONAL ACTIVITIES, CORRUPTION AND ACTUALLY WHAT HAPPENING

WITH INNOCENT K-ELECTRIC’S (ABRAAJ) CONSUMERS:-

C W e SN W e

bt P b pd R e
[ T I PV A

17

18

20.
21
22,
PES
24,
25.

2z

26
27
28.

30.
3L
3z
33
34.
35,
kL
37.

"o

-

38,
40.

41
4z
43
44,
435,
45,

47

THE HONORABLE CITIZENS OF PANISTAN

THE PRESIDENT OF ILK,0. PAKISTAN,

THE REGISTRAR, SUPREME COURT OF PAKISTAN,
THEJUSTIL S OF SURIAWGE COURT U7 PLISTAN,

The CHIEF JUSTICE, HIGH COURT OF SINDH, KHL.

THE REGISTRAR, HIGH COURT OF SINDH, KARACHL

THE JUSTICES OF HIGH COURT OF SINDH, KHI.

THE DG, FiA, ISLAMABAD,

THE DIRECTOR, ANTI POWER THEFT UNTT, FIA ISLAMABALD.
THE DIRECTOR, FIA, SINDH ZONE, KARATHI,

- THE DEPUTY DIRECTOR, CCC, FlA, KARACHIL
. THE ADG, ACW, FIA, ISLAMABAD.

THE DIRECTOR ANT! TERRORIST WING, FIA, ISLAMABAD,
THFE ANMITINR GENFRA! OE DAVIETAN 11 A8A8REN

. THE DG COMMERCIAL AUDIT, AGOP KARACHI,

THE CHAIRMAN, PUBLIC ACCOUNTS COMMITTEE, NATIONAL
ASSEMELY OF PAKISTAN.

THE CHAIRMAN, STANDING COMMITTEE, WATER & POWER,
NATIONAL ASSEMBLY OF PAKISTAN.

THE STANDING COMMITTEE, LAW, JUSTICE & HUMAN RIGHTS,
NATIONAL ASSEMBLY OF PAKISTAN.

THE STANDING COMMITTEE, WATER & POWER, SENATE, 158,
THE £CC, THROUGH CABINET DIVISION, ISLAMABAD.

THE PRIME MINISTER OF PAKISTAN.

THE CHAIRMAN NAB, 1SLAMABAD.

THE ADD. DIR., ABP DIVISION NAG H(L 1S3,

THE DG, NAE, SINDH, KH!.

THE SECRETARY INTERIOR, GOP, ISLAMABAD.

THE SECRETARY, WATER & POWER, 1SLAMAZAD.

THE SECRETARY FINANCE, GOP, [SLAMABAD.

THE SECRETARY, LAW, JUSTICER HUMAN RIGHTS

DIVISION, GOP, 158,

THE MD, PPRA, ISLAMABAD.

THE SECRETARY, PRIVATIZATION COMMISSION CF PARISTAN,
THE CHAIRMAN, FBR, GOP, ISLAMABAD.

THE DG, 1&-R, FBR, GOP, ISLAMABAD.

THE CHIEF COMMISSIONER {HQRS) RTO-H, KH

THE DIRECTOR, 1&1-R, KARACHL

THE CHAIRMAN SECP, ISLAM ABAD,

THE JOINT DIRECTOR, {ENFORCEMENT) SECF, 158,

THEJOINT REGISTRAR, SECP, KARAZHL

THERIGISTRAR, TIC, KiY OFFICT

THE CHAIRMAN, COMPE TITION COMMISSION OF PAKISTAN, 15B.
THE CHAIRMAN, HEC, PAKISTAN, ISLAMABAD.

THE iG, THRDUGH, THE DIGP/FINANCE, SINDH POLICE.

THE DIG, SOUTH, KARACH! POLICE.

THE SHO, MANZOOR COLONY AREA POLICE STATION Kul,

THE SECRETARY, DEFENCE, 158,

THE JOINT CHIEF OF STAFF, CHAKLALA, RWE.

THE COAS, RAWALPINDI.

THE CORP'5 COMMANDE RS OF PAKIST AN,

VOL-39.
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90

91

THE DG, M, RAWALPINDL.

. THE DG, NI, RHQ, ISLAMABAD.

. THE DG, i51, KHi OFFICE.

L TRELOMLCTE COMCOAST, COMKAR, DNIS), HO, KHL
THE AG (H. DTE), GHQ, 158, & ADH {AC), KHI.

. THE DG, INTELUGENCE BUREAU, KHI OFFICE.

. THE DIRECTOR GENERAL RANGERS, SINDH.

. THE REGISTRAR, ISLAMABAD HIGH COURT.

THE REGISTRAR, LAHORE HIGH COURT.

. THE REGISTRAR, PESHAWER HiGH COURT.

. THE REGISTRAR, BALUCHISTAN HiGH COURT.

THE CHIEF SECRETARY, GOVT. OF PUNJAB.

. THE CHIEF SECRETARY, GOVT. OF KPK.

. ?H.E CHIEF SECRETARY, GOVT. CF BALUCHISTAN,

2. THE FEDERAL OMBUDSMAN'S OF PAKISTAN, 1SB, KHI

. THE JUSTICES OF SESSHON COURTS, KHI.
. THE GENERALSECRETARY, PAXISTAN BAR COUNCIL, 158,
. THE SECRETARY, SINDH BAR COUNCIL, KHE,
. THE G.5, SUFREME COURT BAR ASSOCATION, S8,
. THE H. SECRETARY, SINDH HIGH COURT BAR ASS,
THE G.5, KARACH! BAR ASSOCIATION.
THE COUNCIL, IOEP, KHI. OFFICE.
THE PRESIDINT, KCCL KARACHL
. THE GENERAL SECRETARY, FPCCI, KHI,
THE SECRETARY GENERAL, APTAMA, JALATAR, KHI.
THE CHAIRMAN, 5ITE ASSOCIATION OF INDUSTRIES, KHL
. THE CHAIRMAN, KA. C.T. INDUSTRIES, KHI,
. THE TRANSPARENCY INTERNATIONAL KHL
THE HELP LINE TRUST, KH!
. SHERI-CBE, KHL
HUMAN RIGHTS COMMISSION OF PAKISTAN, KHL.
ANIUMAN £ MUTASREEN, R-ELECTRIC, Ki,
THE SHARE HOLDERS ASSOCIATION OF KESCL.
. THE CHIEF SECRETARY, GOS, KHi
. THE  CHAIBRMAN, ENQUIRIES
ESTABLISHMENT, GOS, KK
. THE SECRETARY, LOCAL GOVT., GOS, KHL
. THE HOME SECRETARY, GOS, KHL
THE SECRETARY, ENERGY DEPT., GOS, KHL
. THE SECRETARY, LAW, PARLIAMENTARY & HR DEPT., GOS.
. THE B, REGICN-1I, GOS, XHi.
THE CHAIRMAN SLIPRERAE MITUCIAYL CONINCT

THROUGH SECRETARY, ISLAMABAD,

& ANTE  CORRUPTION

. THE MD, KWSE, KHI

THE ADD. SECRETARY, ENERGY DEPT., GOS, KHI.
THE ADG, ANTH-TERRORIST WING, FIAHQ, 158

. THE APEX COMMITTEE, SINDH, KHI,

. THE NORTH KARACHI INDUSTRIAL ASSOCIATION, KHI
. THE COPIC USA,
. THE SENATE OF PAKISTAN,

Fage 7cf8
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ey National Electric Power
meki Regulatory Authority (NEPRA)

i Ni Sfﬁka holders, ;rstereotpclf ai"‘ecled DETEONS and gmml Quh&r' are mr!lred !hal
the Authorty (MEPRA] has adiratted the Mulll Year Tark (MYT) pebiion Red by
K-Elociric for datermination of 120 for the period commencing from Juty 81, 2018

K-Elochio v rda its peir!snn has mqu-:zst-cd thsa Aulhanl}' 10 asland iba apphcah:hly g
penod of existng tarifl 6l June 30, 2026 along wih some modifications! i
ndjusimernds thereto which arc menliened as hererndar; 8
Anincrease of Rs 0.667 3Wh in Cparation and Maivenanca (O&LT} component of iE
the existing anil. i
Change in clawback formula thresholds from 12%, 15% wrd 18% 10 15%. 18% f
and 20%, H
in the existing ionl adustrments, the lovel of ¥ taster in the 0353 cost adusirment §:
formula should be lowaer of the current levels or 30% of increase in Consumer B
Prica Index {CGF1).
I axisling tanfl, & working capityl component should be cduded 16 cover fio |
paymests by Government entities and Government of Pakistan (GoP') in respect
of Tarill Differentiyl Subsidy (TDS) claims due to circulal debit 3
In exisbng tariff, 2 %orce majure clause 19 ke indduded I the sllcwence of §
Irrecovarsble costs of ozt reveraie from business disrintion in case of a Foroe
TN g sl 18
In lerms elrules 6 & 7 of NEPRA {Tanl standards and procederes) Rules, 1598 §
any interested person who desires lo parboapate in the proceedings may file an §§
intareention regues! withén THeen (15} doys fom tig dalo of pubization of this @
nohee. Such inloryenton request shall slate the name and address of tha person §
Bing the same, objections and the manner in which such person is or likaly to be §f:
substantisity and specifically affected by the determinabon in the procesdings.
The intenvention request may slso contain the contenfiors of the person making i
the same, the relief sought s e evidence, it any, in suppor of the case, 3

i 3. Arry person may fike the oormments within fiieen {15) days of tha publication of this §

: notce arxd the Authomty, f Seempd Y, may permit the perliicpration of such pecson §
into the preceedings and also may consider thess coenments 1 the final
deierrmination Al cornmeants shall be addressed o

_ Redgistrar NEPRA
NEPRA Office Buliding, Ataturk Fvenue East,
COpposite Fedearal Flood Commission Buliding, G-5/1, lstamabad
Phone 059%- 2&132!:{) Fax 051- Mﬂ?’a £.rail clfiop@nenm -;rc;mk
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The Registrar .ty Clivy  — M F LT3 Ref. No. RAZSE/NEPRA/ 203
National Electric Power Regulatory Authority ML Dated: September 21% 2016
Islamabad . N,

|
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Y il [ \

Subjact: Intem‘ientton request-tegarding the proceedings of K-Electric’s Multi Year Tariff

{MYT) Petition for the p%nod commencmg fron?j,utv 1, 2016 to June 30, 20258,

Deay Sir

This is with reference to intervention request of Mr. Aneel Mumtaz receivad through letter no.
NEPRA/SAT-/TRF-362/12318 dated September 2, 2016. It would be appropriate to highlight the
approach of the intervener which is based on maila fide intentions with a view to circumvent due
process and involve NEPRA in factual controversies which are irrelevant to the subject matter of the
MYT Petition. Nevertheless, our response on the comments of Mr. Aneel Mumtaz, are given below:

With respect to performance in the last regulatory period, we would like to add that KE has been
able to invest over Rs. 120.7 billion in the last 7 years. Of this investment Rs. 81 billion was in [/
enhancing generation capacity and following additions were made:

- 247 MW Combined Cycle Power Plant at Korangi
- 180 MW GE Jenbacher {GEIB) at Korangi and SITF
- 5OMW BQPS-1 rehahilitation

- 560 MW BQPS-2

: Through the above additions, generation capacity has increased by 1,037 MW and fleet efﬁc;ency
has improved from 30.4% to 37%. KF further plans to invest another Rs. 203 billion in enhancing its?
generation capacity over the next 10 years.

KE has invested around Rs. 36.5 billion since FY 09 in Transmission and Distribution. As a resuli,
system resilience has improved through the reduction of SAIDI by 861 minutes (40%) in last four
years, and the reduction of SAIFt by 73% from FYOS to FY35. Further, transformer tripping have
reduced by 60% between FYQO and FY15 and T&D fosses have reduced from 35.9% in 2005 to 23.7%
in FY 15, These measures along with hetter customer service through one-window solution in the
form of Integrated Business Centers (IBC) have significantly improved the customer experience in
the last seven years.

The intervener has also referred to the decisions of NEPRA relating to heat ‘wave and "
consumer complaints. KF has filed review petitions against both dec15|ons whlch are |
pending hefore NEPRA,

The intervener has also shown concern regarding fimelines for submitting the! znterve_ ti
subject petition. We understand that these timelines were already extended by NEPRA' and aH th
proceedings of the tariff determination are being done in accordance with the prescribed ruEeS'

regulations. '

K-Electric Limited L
set Bouwlsvard, Phase H (Ext), DHA, Karachi, Pakistan, Page 1 of2
S92-21-99205102, UAN 111-537-211, Ext. 7085, 7088, www . ke.com.pk




Prape=cn o) 4;.,*%%‘3? R
E E p:

el WO

Needless to say, to the extent that any of the above issues are already covered in existing legal
proceedings before NEPRA or any other competent forum. The same remain without prejudice to
the outcome of such proceedings and KE's right to file any appropriate appeals at a later stage for a
final decisicn of the merits,

We hope that the above responses have addressed the concerns of the intervener.

Sincerely,

Ief5=

M. Aamir Ghaziani
Director {Finance & Regulations)

K-Eleptric Limited ;
KE House, 38-B, Sunsst Boulevard, Phase I {(Ext), DHA, Karachi, Pakistan. Page 2 of 2
P 92.21-99205142, 99205117, F: 92-21-99205192, UAN: 111-337-211, Ext. 7085, 7088, www Ke.Com.pk




