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£§< KARACHI ELECTRIC SUPPLY COMPANY LTD.

Ref # GM(RA)/NEPRA/2013/1175
August 1, 2013

Mr. Syed Safeer Hussain,
Registrar,

NEPRA,

Islamabad

Sub: Modification of Generation Licence [GL/04/2002]

KESC was issued Generation Licence No. GL/04/2002 on November 18, 2002 (“the Generation Licence”) for
a period of twenty five years for Generation of Electric Power under Section 25 of NEPRA Act, 1997. In the
past, the Generation Licence was modified by NEPRA as per the request of KESC dated: March 04, 2008 to
the extent of:

)] Approved addition of new Generation capacity of 220 MW dated: March 17,2009
) Decommissioning of 45 years old Unit # 1 of KTPS dated: May 13,2009

Thereafter, KESC requested for following modifications, relating to the capacity of different plants along
with decommissioning of its depleted units at Korangi and Site Area, Karachi.

. Two GE Bencher projects of 96 MW each Dated: November 29, 2008.
. Two AGGREKO Projects of 28 MW each on rental basis Dated: November 29, 2008.
. 560 MW Combined Cycle Project at Bin Qasim Dated: May 08, 2009
. Decommissioning of GT-2, 3, 4 at KGTPS Dated: December 11, 2009.
. Decommissioning of GT-2, 3, 4 &5 at SGTPS Dated: December 11, 2009.
. Decommissioning of Units # 4 of KTPS Dated: July 03, 2010

Over the past four years, KESC has added nearly 1,010 MW of new highly efficient power generation plants
and has made expansion and rehabilitation of its T&D system, by investing of around USD 1 billion.
However, to run the newly efficient power plants, KESC requires a committed supply at adequate pressure
of natural gas. On an annual basis, the supply of gas has ranged between 150-160MMCFD over the last 2
years which is not even enough to operate the higher efficiency plants at full load throughout the year. This
situation has forced KESC to operate BQPS-I units more on oil than gas. Given the overall gas availability
forecast for the country, the supply of gas to KESC is not expected to improve going forward for the reasons
beyond KESC's control. Therefore, KESC has for technical and commercial reasons decided to address the
issue of diversification of fuel mix by converting its existing Units nos. 3 and 4 at BQPS-I, Port Qasim into a
420 (210 X 2) MW coal based power plant (“the Project”) . Thus, the project of converting Units # 3 and
Unit # 4 of BQPS to coal was discussed with Bright Eagle Enterprises Group Limited (“BEEGL”), which,
agreed to develop and finance the Project through its Special Purpose Vehicle (SPV) in the name of K —
Energy (Private) Limited as Independent Power Producer (IPP). Hence, KESC intends to lease unit no. 3 and
4 of BQPS -l under a Long Term Lease Agreement (“LTLA”) to K — Energy (Private) Limited. It is anticipated
that the power to be generated from this project will be exclusively sold to KESC under a Power Purchase
Agreement ("PPA”).

In light of above, it is submitted that modification in the Generation Licence of KESC for exclusion of Units #
3 and Unit # 4 of BQPS be allowed, which shall be effective from the COD (commercial operations date) of
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KARACHI ELECTRIC SUPPLY COMPANY LTD.

* £§ M Floor, KESC House, Phase-Il, Sunset Boulevard, Defence Housing Authority,
K ' Karachi, Pakistan

Phone: (92 21)38709132(7245) —Facsimile: (92 21) 99205192

the Project. This conditional exclusion of units 3 and 4 of BQPS 1 is discussed in detail in Annexure A, B and
C, which is prepared and submitted in conformity with the provisions of the National Electric Power
Regulatory Authority Licensing (Application and Modification Procedure) Regulations, 1999,

A cross cheque having #. DAN 0615700 of Habib Bank Limited in the sum of PKR 617,000 being the licence
modification fee calculated in accordance with the Schedule Il to the NEPRA Licensing (Application &
Modification Procedure) Regulations, 1999 is also attached.

Sincerely,

Director™= Controlling & Accounts

Enclosure: Annex — A, B, C and Cross Cheque # DAN0615700




(Annex-A)
Text of Proposed Modification:

The text of the proposed license modification is as follows:

The Management of KESC has decided to convert two of Karachi Electric Supply Company’s (“KESC”)
generation units at the Bin Qasim Power Station from oil/gas to coal ("Project”). The Project will be
undertaken by leasing out KESC’s existing assets, equipment and (if necessary) land to a new IPP i.e K-
Energy, established and owned by a third party investor.

The agreement with K-Energy is based on setting up of a 2 x 210 MW Coal Power Project for which unit no.
3 and 4 of the BQPS | will be leased on long term lease basis. In addition to leased assets, new assets
including the boilers and all related ancillaries shall be procured and the plant shall be installed and
commissioned through an EPC arrangement. The boilers will initially use imported coal of specifications
close to Thar Coal, so that it can be replaced with Thar Coal in future for generation of electricity.

Besides leasing its unit numbers 3 and 4, KESC shall provide an identified piece of land of BQPS — I, to K-
Energy which is required to construct boiler islands, and ancillary coal and ash handling equipments.

The power generated from the project will be purchased by KESC under Nepra approved Independent
Power Producer (“IPP”) structure.

In light of above submissions, KESC submits following modifications in the Schedule 1 & 11 of its Generation
license No GL/04/2002 Bin Qasim Power Station for the approval of Authority:

The details about the expected life for Unit # 3 and Unit # 4 of BQPS as given at Schedule | shall be replaced
as follows:

. Expected life from the date of issuance ..
Unit # . K Commissioned
of Generation Licence(Years)
1 16 1983
2 17 1984
3 - -
4 - -
5 24 1991
6 30 1997

The details about the installed capacity (Gross) and Net Capacity for Unit # 3 and Unit # 4 of BQPS as given
at Schedule Il shall be replaced as follows:

Unit # Installed Derated Au:ielitaf: r:;:x::;:on
Capacity (MW) | Capacity (MW)
(Mw)
Unit-1 210.00 200.00 184.60
Unit-2 210.00 200.00 184.60
Unit-3 - - -
Unit-4 - - -
Unit-5 210.00 200.00 184.60
Unit-6 210.00 200.00 184.60
Total 840.00 800.00 738.40

Indicative figure only: All the above figures have been based on historic average auxiliary consumption provided by the
licensee. The net capacity available for dispatch and other purchasers will be determined through procedures contained
in the grid code, applicable documents or the bilateral contracts.

At the end, we would like to mention here that KESC has applied for the exclusion of these assets from its
generation license on the achievement of COD (commercial operations date) of the Project and any change
in the arrangement regarding modification as requested above shall he communicated to NEPRA in due
course of time".

K




(Annex-B)

Statements of reasons and specification in support of conditional Modification

1)  Justification for Conversion from RFO/Gas to Coal

Over the past four years, KESC has added nearly 1000MW of new high efficient power generation plants,
expansion and rehabilitation of its T&D system, by investing around USD 1 billion. However, to run the
newly efficient power plants, KESC requires a committed supply of required gas. Additionally, KESC’s
1260MW Bin Qasim Thermal Power Station (“BQPS-1") requires gas.

On an annual basis, the supply of gas has ranged between 150-160MMCFD over the last 2 years which is
not even enough to operate the higher efficiency plants at full load around the year. This situation has
forced KESC to operate BQPS-I units more on oil than gas. Given the overall gas availability forecast for the
country, the supply of gas to KESC is not expected to improve going forward for the reasons beyond KESC's
control.

The higher usage of 3x expensive furnace oil at BQPS-I has an adverse affect on the consumer tariff and the
Company’s working capital. Therefore, KESC has decided to address the issue of fuel mix by converting its
Unit no. 3 and 4 of BQPS-I to coal (“the Project”) based on technical and commercial reasons.

Once complete, the Unit no. 3 and 4 (i.e., under the new IPP structure} will ascend the Economic Dispatch
Order (“EDQ") as their cost per unit will reduce substantially from current levels. The conversion to coal will
also facilitate base-load operation of these units on cheaper fuel with lesser risk associated with fuel supply
thus also achieving the objective of fuel diversity.

2)  Justification for Leasing Units 3 and 4 of BQPS I to IPP

The conversion to coal project envisages setting up a 2 x 210 MW coal fired thermal power station. The
Project is brown-field in nature where the existing unit no. 3 and 4 of BQPS-I owned by KESC will be
converted to coal fired. The project requires substantial amounts of investment in order to construct new
boiler islands, chimney, coal conveying and crushing equipments, electrostatic precipitators, ash handling
equipment and silos, coal yard and handling equipments, ash disposal ponds as well as rehabilitation of
existing turbines, generators and BOP to ensure a longer term reliable performance.

Since taking over the management of KESC, Abraaj Capital has injected equity of circa USS 361 million
together with arrangement of large amounts of multilateral and local debt. The funds received in KESC
were used to pursue an aggressive reforms agenda which incduded addition of around 1000MW of
generation assets and revamping of transmission and distribution networks. Due to higher leveraging of
KESC’s balance sheet owed to such aggressive reforms agenda, it is not possible to embark upon the coal
conversion project of such magnitude immediately as the lenders to KESC are looking towards substantial
repayment of their existing loans to create such space. Besides this, the KESC is currently capitalizing on
opportunities to enhance system efficiencies by closing cycles as well as continue to strengthen the
transmission and distribution network.

Therefore, after initial consultations with investors and GoP officials, the management of KESC has decided
to do this project under Independent Power Producer (“IPP") structure. This will facilitate the raising of
required funds through equity and debt in the IPP to complete the project. The KESC shall purchase the
power from such IPP.

The IPP will be invested and managed by a non-associate of KESC. However, the contribution of KESC’s unit
3 and 4 is fundamental to the success of the project. Since sale of these units to the IPP would have
substantially increased the financial requirements, KESC has decided to lease unit 3 and 4 to the IPP under
along Term Lease Agreement (“LTLA”) to the IPP.

Since the units 3 and 4 will become dedicated to the new IPP for the purpose of generation on coal fuel and
upon execution of lease these will no longer be a part of KESC's existing fleet, there is a need to exclude
these units from KESC's generation portfolio and facilitate the IPP to apply for a new generation license.

~
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(Annex-C)

Statements showing the impact_on tariff, quality of service and the performances by KESC of its

obligations under the license

A) Impact on Tariff

KESC Multi Year Tariff (MYT) was determined in 2002 as reference tariff with a laid down mechanism for
the monthly and quarterly fuel and power purchase cost adjustment. Accordingly the monthly adjustment
in tariff on account of fuel and power purchase cost variation (increase/decrease) is to be reflected in the
consumer’s bill as Fuel Surcharge Adjustment (FSA). The rate of monthly FSA is worked out taking into
account the total fuel cost variation in fuel and power purchase cost (increase/decrease) is divided by total
units sent out, without taking into effect of T&D losses (KESC’s sent out units plus Power purchased units)
to determine the rate of monthly FSA charged to consumers. Whereas, the unrecovered cost of fuel, due to
difference between units sent out and units sold on account of allowed T&D losses and the O&M cost and
capacity charges are adjusted in the quarterly tariff on units sold basis.

The components of the base tariff are the cost of fuel, cost of power purchases, depreciation and the
operation and maintenance (O&M) cost for generation, transmission and distribution. From the date of
determination, the monthly adjustment is being made on the basis of generation fuel and power purchase
price variation as per given heat rates and T&D losses. This target number of allowed T&D loss in tariff is
constantly becoming stringent and reducing at the rate of 2% per annum from 2009. KESC is not allowed
any return on its assets in the tariff; therefore carving out two units (i.e. BQPS Unit # 3 & 4) from its
generation fleet will have no impact on the tariff. Rather these converted units will run on a cheaper fuel
i.e. coal in future, and will effectively reduce furnace oil based generation of the IPP’s (Gul Ahmed and
Tapal Energy) and from BQPS other oil fired units. This will keep the fuel prices lower and will not enhance
the consumer end tariff because lower price of generation on coal as compared to furnace oil. Furthermore
it will reduce the burden of high working capital from KESC, and lower the subsidy amount due on GoP as
compared to the high numbers arising from the usage of expensive furnace oil otherwise,

B) Impact on quality of service and the performances by KESC of its obligations under the license

Keeping in view the techno-economic comparison of Electricity generated by Fuel Qil and Coal, the
proposed amendment would facilitate the Company in fulfilling its obligations under the License and other
key project agreements, harmonizing with applicable company law. The quality of service will not be in any
possibility adversely affected as replacing residual fuel oil (RFO) based boilers with coal fired technology
would help KESC in attaining fuel security by diversifying its existing fuel mix, better utilization of existing
fleet and most importantly aid in reducing cost of power generation and increasing the availability of
electricity to Karachi.
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A 4 Current A/c No. 07867000959117
ii BI , %‘j A s //6*&/
e R S . o
HBL Plaza Branch, Habib Bank Plaza, |.I. Chundrigar /Ygé"/ Gy et Cheque No. LAN U8157
Road. Karacni. 0756) . -
30.03.2013
Date
PAY NATIONAL ELECTRIC POWER REGULATORYAUTHORITY (NEPRA) ' OR ORDEF
RUPEESSIX HUNDRED SEVENTEEN THOUSAND AND ZERO PAISAS ONLY Rs. 61 7,000.00

f""’ > Karachi Electric Supply Company Limited
}_’ - (Formerly The Karachi Eiectric Supply Corporatior: Limited) “« /l(-’/

» KESC House 39/8, Sunset Boulevar. Phase - I, D.H.A. Karachi. e
m’"”, 7 N S T For and Behalf of KEbC leit,ed

*O0&:5700"05LO A6 7000959447000

S "f‘? % Karachi Electric Supply Company Limited Cheque Mo. DAN 06157(
E ez By
“i // 5 P A (Formerly The Karachi Electric Supply Corporation Limitea)
g e KESC House 39/B, Sunset Boulevar, Phase - il. D.H.A. Karachi.

Date 30.05.2013

DETAILS OF PAYMENT

Bilj gill Dats  ¢ross Ameunt  L/T Deduction Net Amcunt inceme Tax Net Amount
Befcre Tax
~ ADVANCE. 28.05.2013 €17,000.00 0.00 517,000.00
L Total 617,800.00 e 2.00 0.00 0.60 617,000.00
~~
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NOTICE OF EXTRAORDINARY GENERAL MEETING

Mctice is hereby giver that ao Extraordinary General Meeting (EGM) of the Karachi Electric Supply Company Limited will be
held at Navy Welfare Centre, Uaquat Baracks, Karachi on Friday, 23 August 2013 ot 11:00 a.m. o transact the fallowing business:

ORDINARY BUSINESS

1. To confiim Minutes of the Annual Genercil Meeting (AGM) and Extraardinary General Meeting (EGM) held on 08 Octobyes
2012.

SPECIAL BUSINESS

2. To consider along tenm Lease Agreement (the Agreement) to be entered into between KESC and K-Energy {Pvt.) Limited
metation to Unit-s and Unit-4 of Bin Qasirn Power Station.d (BOPS-1) of the Company for coat conversion project and
to pxass the following Special Fesalutions with ae ittt moditication:-

RESOLVED THAT ini crcder o etfedt the proposed procurement of 2 X 210 Mw coal based Cheap power from
M/s. E-Energy (Pvl) Limited, an Independent Power Froducer (IPP) and a private limited company registered under the
Compacies Ordinance 1984 appoval At the Generul Meeting be and is hereby granted that a long term Lease
Agreement (“the ~Agreement”) be entered into between KESC and K-Energy {Pvt.) Limited in relation to Unit-3 and Unit-
4 of Binn Dasim Fower Station | {BQPS-I} of the Company s per the proposed salient teatures and key terms & conditions
of the Agresment set out in the annexed Staterment u/s 16001} (1) and THAT Ihe Agreement will be finclized and executed
atter obtniring all requisite, apprcyvals including but ncllinmitec to MEPRA and KESC s existing Lenders, and also completing
alt et requite-ments and corporate actions.

RESOLVED FURTHER THAT hie:f Exexcutive Oiffic ey {CEQ)  andt Chiet Business Development Officer (CBDO) of the Company
be and ore: hereby jointly aothorized to finalize the lease aareement after NEPRA's comments on the dratt Lease
Agreement cnd take all fezc esscry actions and execule the: Agreement and such other deeds. documents. instruments
eloincidentol and related to the execution and implementation of the Agreement for and on behalf of the Company,

3. Any othen business: with the permission of the Chei
By order of the Board

Syed Moonis Abduliah Ajvi
Company Secretary
Karachi 30N July, 2013

(i) Transter Books of the Compary will reniain « losed from 17 August 2013 to 23 August 2013 (boih days inclusive). Only
hose persons whose aamess appearn in the Reaqister of Members of the Company as at 16 August 2013 are entitied 1o
altend and participate icoand vote af the © traeedinenry Geenere rMizeting (EGM).

(i) A mernber entithed 10 affernd cmd wote at the meeting ma Y CHOInt G proxy in wiiting to attend the meeting and vote
Orcthe memitesr's beebalf, A ey Mt e g menstar of the Company. Proxy Form s altached.

il Duly complete.d fonmg ot Roreese teaon b b cepaositod velth the Company Secretary at the Registered Oftice of the
Company nol ol fnan 982 hours beloge fes tinme tixed for the reeting.

{ivl Shaneholders (Tca-CDC) e requested to promptly notity the Share kegistrar of the Company of any change in ther

addresses. Al the Shoyeholders holding their shares throuah be DO are requested to please update their addresses

with 1heie Participant,

Sharehiolders who have nol yet submitted attested pholacopy of thei Computerized Hational fdentity Card {CHIC)

o the Compuny are isquestad 1o send the same al The eorliest,

CDC account holders wili further have to foilow the under mentioned guidelines as lald down in Clrcuior 1 dated
26 January, 2000 issued by the Securities & Exchange Commission of Pakistan.

A. For attending the meeting

(1 Irecene obindivicouals, Be cs count bolders o sebs o unt holders, whose regishalion details are uploaded us per the
Regatations shalt authenticte lisder identity Ly showina his/her original Computerized National ldentity Card (CHNIC)
or OHgital grassg ot b Hhe e of attending tne mecting,

{v

{i) In case of caerate enlity. the Bourd of Directors’ resoluticn / power ot attorney with specimen signature of the
nominee shall be oroducad (unless it has been provided earlier] at the time of the meeting.

B. For appointing proxies

(i} cose ot ndwcducts the aoeaunt Fokdss or sul-account holders, whose regishation details are uploaded as per the
Fegulations shall subol e proxy fonn oy per the above tequirement,

(i} AHested ¢ opiec of CHIC o the passport of the beneficial owners and the proxy shali be furnished with the: proxy form,

fii) The proxy <hall proadace  his eriginal CHNIC or original passport al the time of the meeting.

{t7) I caase of corporate antity, the Bacrd of Dirzcios' vasolution / power of attorney with specimen signature shall be
Sub ittt (Onbess it has By proviclesel eention alorg with proxy form to the Compainy.

VI The proay torm will e wiltiessecd by Iwe [1esons whose names. addresses and CHIC numbers shall be mentioned on

the form.
Statement u/s 160(1)(b) is being sent to the members of the Company along with the Notice.

/ KARACHI ELECTRIC
Kﬁ}c/ SUPPLY COMPANY

KHIDMAT MEIN ROSHAN i

T e e e — e
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A {_ Karachi Electric Supply Company Ltd.
y é} Office & Postal addresa: K E.5.C House, 38-8, Sunsel Boulevard, Phese-I),
& K ¥ Defence Housing Authority Jarschi. »
Y Tel: 3264 7017 Fax: 3204 7135 & 3264 7150. Emall Address: maonis.alvig@kess.oom pk

Ref:  SECK/KSE/13/m2p
Date: 30July 2013

£

“The General Manager
Karachi Stock Exchange Limited
Stock Exchange Building
Off LI. Chundrigar Road

Karach|
Fax: 111573 329

Subject: Extraordinary Genergl Meeting of the Company.

Dear Sir,

i We write to Inform you that the Board of Directors of the Company at its meeting held on Tuesday, 30 July
2013 at 02:00 p.m. in KESC Board Room, 3" Floor, KESC House, 39-8, Sunset Boulavard, Phase-Il, Defence
Housing Authority, Karachi, inter alia, considered the Coal Conversion Project (BQPS-1) — long term Lease
Agreement with K-Energy (Pvt) Ltd. for Unit 3 & 4 of BQPS-i and approved the following:

A.  Corporatg Actions .
1. To convene an Extraordinary General Meeting (EGM) of the Company on Friday, 23 August 2013
at 11:00 a.m. to be held at Navy Welfare Centrs, Llaquat Barracks, Karachi. EGM notice is

attached containing complete details of the business to be transacted,

2. The Share Transfer Books of the Company wiil remain closed from 17 August to 23 August 2013
(both days inciusive). Transfers received at Share Registrar Department, Central Depository
Company of Pakistan Limited CDC House 99-B, Block-8, S.M.C.HS., Main Shahrah-e-Faisal,
Karachi-74400 at the close of business on Friday, 16 August 2013 will ba treated In time for the
purpose of attending EGM of the Company.

We trust this will meet the requirements of the listing rules in full.

Yours Truly,

oonis Abduliah Alvl
Compagy Secratary

Encl. As above

Copyto: 1 The Secretary-Lohorg Sagk-Einshangettdtohase Fa 433530 0385 = = comvnm e
2 The Secretary, Isiamabad Stock Exchange Ltd., islamabad —Fax: 051114473329
3, The Securities & Exchange Commission of Pakistan, islamabad Fax:051-9218592/9204915
4. The Registrar, Joint Stock Companies, SECP, Karachi Fax:021~99213278
5 Cevitrar Sepvsivury e yoiPariytan ird.- Fax: U2y < 3dd 26U
6 CDC Share Registrar Services tax: 021 ~ 34326053
Capy to: Chief Exgcutive Officer, KESC

EEEEEEEEE——— RS
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Karachi Electric Supply Company Ltd.

. agj(} 3" Flace, £.8.5.C Heuze, 38 &, Sunaat Bowlavard, Prase-Il,
e A“..-.-.v" Deatence Mousing Autharity, Karachi.
K Tel: 32647017 Fax: 99205147 Emall Addrass: moonis.alvi@kesc.com.pk

NOTICE OF EXTRA-ORDINARY GENERAL MEETING

Notice i3 haraby given that an Extraordinary General Meating (EGM) of the Karachi Electric Supply Company Uimited will be
heid a1 Navy Welfars Cantre, Liaquat Barracks, Karachl on Friday, 23 August 2013 at 11:00 a.m. to transact tha following
bustness:

ORDINARY BUSINASS

L To confirm Minutes of the Annual General Meeting (AGM) and Extra-Ordinmty General Meating (EGM) heid an U8
Octobar 2012,

SPECIAL BUSINESS

a To cormider & long tarm Lease Agreament (the Agreament) to be entered into betwaen KESC and K-Bnargy (Pvt.)
Limited in rabatlan tn (Lait-R andl loit-d of Rin Qasim Rowar §tation ) (BQPS 1)-ofths Company forcoalconversionr—m—M
prajact and to pass tha foliowing Special Resolutians with or without modification:-

RESQLVED THAT in order to effect the proposed procurement of 2 X 210 MW coal based cheap
power from M/s. K-Energy (Pvt.) Limited, an independent Power Producer (IPP) and a private
limited company registered under the Companies Ordinance 1984, approval of the General
Msating ba and Is heraby granted that e long term Lease Agreement (“the Agreement”) be
entared into between KESC and K-Energy (Pvt.) Limited in relation to URit-3 and Unit-4 of Bin
Qasim Powar Station-l (BQPS-I) of the Company as per the propased saliant features and key
tarms & conditlons of the Agreement set out In the annexed Statement u/s 160(1)(b) and THAT
the Agreemant wiil be finaliced and executed after obtaining all requisite approvals including
but not limited to NEPRA and KESC's existing Landers, and aiso complating all legal requirements
and corporate actions.

RESOLVED PURTHER THAT Chlef Executive Officer (CEQ) and Chlef Business Develapment
Officer (CBDO) of the Company be and are hereby jointly authorized to finalize the lease
agreament after NEPRA's comments on the draft Lease Agreement and take all necessary
actions and execute the Agreement and such other deeds, docuiients, Instruments ere.
incldgntal and related to the execution nd implementation af the Agreemaent for and on behalf
of the Company. .

3. Any other businass with the parmission of the Chalr,

By ordar of the Baard
A

Syed Mdonis Abdullah Alvi
- Company Secretary
Karachi, 30 July 2013
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4 NB.
f"{ h Transfer Buoks of the Company will remaln closed from 17 August 2013 to 23 August 2013 {both days Inclusive).
£ Qaly those persons whase names appear in the Register of Membaers of the Company as at 16 August 2013 are
z stitled o attand and participata in and vote at tha Extra-Ordinary Genersl Meeting (EGM).
£ {K) A membaer entitled to attend and vots at the mesting may appoint a praxy In writing to attend the meeting and

vote on the member’s behalf. A proxy must be a member of the Company. Proxy Form Is attached.

IC1 Buly complated forms of proxy mus be deposited with the Campany Sacratary at the Registered Offica of the
Company not lster than 48 hours before the tima fixed for the meeting.

{iv) Sharahaldars (Non-CDC) are requested ta promptly notify the Share Registrar of the Company of any changs in
their addresses. All the Shareholders halding thair shares through the CDC are requested to please update their
addresses with their Participants.

v Sharehaldgrs who have not yet submitted attestad photocopy of their Camputerized Nallunal ldentity Card (CNIC)
to the Company are requested to send the same at the earliest.

CBC account holdars will further have to follow the undar mentionad guidelinas as laid down in Circular 1 dated 26 January,
2000 lasued by the Securities & Exchange Commission of Pakistan.

A. For astanding the masting

(i) In case of individuals, the account holders or sub-account holders, whose registration detalls are uploaded
45 por the Regulations shall suthenticste his/her identity by showing his/her ariginal Comptiterized
Nationa) identity Card (CNIC) or original passport at the time of attending the mesting.

(i) In case of corporate entity, the Board of Diractors”resolution / powar of attorney with specimen signature
of the naminae shail be produced (unless it has been providud wailier) af the time of the meeting.

B, For appointing proxiss

(i) In casa of Individusis, the account holders ar sub-account halders, whase registration details are uploaded
as per the Regulations shall submit the pruxy farm as per the above requirement,

(il) Attested capies of CNIC or the passport of the beneficlal owners and the proxay siaii De fuishied witicithe = ~=—=- - ccoam
proxy form.

{i) The proxy shall produce his origtnal CNIC or original passport at the time of the meating.

{iv) I case of corporate entity, the Board of Directors’ resolution / power of attorney with specimen signature
shall be submitted (unless It has been provided earlier) along with praxy form to the Company.

v) The prowy farm will be witnessed by two persons whose names, wddresses and CNIC numbers shall be

maeatioped on the form.

COAL CONVERSION PROJECT

KESC is in the process of convarting the unit nes, 3 and 4 of Bin Qasim Power Station 1 totaling 420 MW (210
M X ¢ L j “Project”), Thwkey teasunis fui wwiiversiuir bu wal nclude ¥on-

availability of gas and 3 times cost of furnace oil which causes wurking capjtsl shortage and losses to the utiiy.

Afver congultations with tha ragulator and Investors, the project will be executed under the indepandent Powar
Producer (“IPP¥) structure. The Investars have already farmed » new compeny “K-Energy (Pvt.) Limited* (“K-
Energy”) which shall undertake the Project by raising around USS 300 milllon under equity and debt funds to
construct new boiier lslands and ancillery equipment for coal and ash handling as well as rehabilitation of unit
nos. 8 and 4. The newly constructed infrastructure will be connected with existing unit nes. 3 and 4 for
production of power based an coal. For this purpose, KESC shall leasa these two Units to K-Energy undar a long
ifin ledse agreamant, subject to obtaining approvals of various stakehaiders. KESC shall purchase pawer from
., K-Enargy by entaring into a Power Purchase Agreement for a period of 20 years,

e i) e i 1 o oy s . orem - -
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L’ The feasibility of the Project has been completed by Knight Plesold and vetted by KESC. The EPC bids were

invited and raceivad In Desembar 2012 and negotlations are underway with tha shortiisted EPC Contractars. K
Energy is in discussions with potential coal mines for long term supply of coal and has also appointed their
financial advisors for raising locel debt.

ha naxt S1eD uf ihé Ficiecs i3 15 gottan® from NEPRA For thie nurpose, K-Engray will file their application far
aneron gt gnst! TR Anrem NP it puUroos

The sslient features and key terms & conditions of the long tarm lease agraement and the benefits likely to
sccrua to the Company, the shareholders snd the consumers are summarized below:

fansfits of Conl Conyersion:

The Comi Convarslon Project is being undartaken due to several economic, financial, and technical benefits for
the-Compeny, its sharohaldarc and vho eoncumess

Daesplta making huga invastment in state of the art power plants within s shart period of 3-4 yaars, KESC is
struggling to racaive gas supplies cammitted by GaP. With the decreasa In gas supply to KESC, the only option
which is found seamingly open to produce energy, is furnace oll that Is 3 times mare costly than gas. The
substantial decline in gas supply lead to higher consumption of furnace oil for power generation. However, the
prica of furnace oil has shot up by sbout 230 pwicent in last 3 t© 3 years. Tharefors, generatinn on ail
considerably impacts the consumer tariff, GoP subsidy and working capital of the Company thus rmaking It a
chalienge to utilize full capacity of furnacw wil based generation around the year.

in view of the limitations imposed by the existing fuel mix, conversion to coa! will substantially improva the
company’s working capital situation as coal Is much cheaper compared ta furnace oll, and this will create much
neaded flscal space for the company. The reduction in investment in warking capital will raduce financisi costs
s weil as the adverse impact of difference between actual and NEPRA allowed T&D losses.

The scope of the conversion includes the rehabilitation and overhaul ¢f tho ewrront units thot are ta he
converted. This rehabilitation will Increase the life of these units for another long term and also reclaim the
nama plate capacity (210 MW aeach) that hes been degraded (160 MW each) aver the years. The units will be
avallable for base load operations as avallabllity of fuel wili no longer be a major obstacle due to Improved
working capital.

Bancfits te Consumers and GOP:

Annual savings as a result of conversion to coal will be over § 225 million if we ara ta take the differantial
betwern generation on Furnace oif (Rs. 17/kwh) and coal (Rs. 3.5/kWh). This reduction in cost of generation will
prove beneficial not only to the consumars of KESC, as tha tariff will be reduced. but aiso the GOP since It will
help alleviate the burden of subsidy.

Anothar major advantage of the Project is the annual foraign exchange savings of around US$ 350 million after
coal conversion. The expected foreign exchange savings over the Projact life of 20 years Is a colossal US$ 7
blltian which shouid go a iong way in contributing towards Paklstan’s economic recovery. Therefore, there is a
strong merit in convarting the whole BQPS | to coal fired. Once complete, the unit no. 3 and 4 will ascend In the
Economic Dispatch Order (“EDO”) as their cost per unit will reduce substantialiy from current levals.

Ye
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*  KESC (“Lessor”) shall provide Unit numbers 3 and 4 of Bin Qasim Power station 1 (“the Equipment*)

having a total rated capacity of 420Mw ta K-Energy (“Lessea”), for the Purpose of executing the
Coal Conversion Project (“the Projact*),

Kev Tarms of Legyc:
* Lessor shall lease the Equipment to Lessex for a term of 20 years
* Based on the schedule from EpcC Contractar, the units 3 & 4 shall be made availabie prior to
Commarctal Operations Date {“COD”) for the EPC Cantractor to carry out extensiva rehabilitation of
the Equipmant in order to ensure its reliable and efficient oparation gver the life of the lease
. * The ownership of the Equipment shall at ali timas ramain with the Lessor
Lease sha¥l be effective from COD
© Lesse rentals shall be paid quarterly at the end of each Guaitai based wi g iair marker value at
the unit nos. 3 and 4 as determined by an independent valuer, which will be subject to NEPRA’s
approval during the procass of tariff determination
© Renta| payable shall be calculated as per the prévaifing (*KIBOR”) rate plus 3% margl’n, to be
sppraved by NEPRA
©  Payment of ail taxes Incidental to usage ang ownarship, If applicabls, shall be tha sole
respansibility of the Lessee ,
O Delayed paymaent of leasq rantails shali attract late payment punialty as per industry practice
© lessee shall ba required to arrange an acceptable security to cover the amount of quarterly
leasa rental due
®  The Lessee shall be responsible for malntenance of the Equipmant
The Lessee shail be responslble for procuring insurance and payment of the premium
At the end of the Lease pariad, the Equipmaent shall be returped to the Lessor

* Lease Agrooment will be signed once the followlng iy achicved:
o Determination of an @cceptable tariff from NEPRA
©  K-Energy successfuliy achieving Financial ﬁoso for tha Praject
©  K-Energy successfully executing EPC Contract with the Epc Cantractor
O KESC abtaining necessary NOCs from its lenders

" The drag long term Laase Agreement betwean KESC and K-Energy (Pvt) Limited and the Memorandum & L
Articles Assoclation of the Company are avallsble at the Corporate Office of the Company far inspection by the

members during office haurs,

The Directors of the Company have no interest in the sald special business.

-
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£ }C Karachi Electric Supply Company Ltd.
K 3" Floor, KE.S.C House, 39-B, Sunset Boulevard, Phase-Il,
Defence Housing Authority, Karachi.
Tel: 32647017 Fax: 32647155 & 021-32647159. Email Address: moonis.alvi@kesc.com.pk

Certified True Copy (CTC) of Resolutions
passed by KESC Board of Directors at its Meeting No. 1177
held on Tuesday, 30 July 2013 at 2:00 p-m. in KESC’s Board Room,
3"° Floor, KESC House, 39-B, Sunset Boulevard, Phase-II, DHA, Karachi

Coal Conversion Project of two (2) BQPS-1 Units of 210 MW each.

RESOLVED THAT further to the approval of the Board at its meeting held on 11 February 2013 for
procurement of 2 X 210 MW coal based power from M/s. K-Energy (Pvt.) Limited, an Independent Power
Producer (IPP) and a private limited company registered under the Companies Ordinance 1984 and filing of
Power Acquisition Request (PAR) with National Power Regulatory Authority (NEPRA) pursuant to NEPRA
Interim Power Procurement (Procedures & Standards) Regulations 2005 (Regulations) for the said
procurement of power and now in order to exclude Units # 3 and 4 of Bin Qasim Power Station-1 (BQPS-1)
from KESC's generation license, the filing of the KESC Licensee Proposed Modification (LPM) with the
National Electric Power Regulatory Authority (NEPRA) be and is hereby approved.

RESOLVED FURTHER THAT Chief Executive Officer (CEO) and Chief Business Development Officer (CBDO),
KESC be and are hereby jointly authorized to nominate any officer of the Company, as they deem fit, to
sign and file the LPM with NEPRA and such other deeds, documents, instruments etc. and take all
necessary actions incidental and related to the LPM and appear before the Authority and admit execution
thereof for and on behalf of the Compa ny.

\stflo (EZ/ Koy

ALV
‘(\Z,}'%) & ('J\(‘)‘%m:relnry
“ SYED NAVEED AHMED

KESC L



PAKISTAN 1ICORS.

Ref: SECK/BM 1177/13
Dated: 01 August, 2013

Authority Letter

WHEREAS, we, Nayyer Hussain, s/o Syed Shahid Hussain, Chief Executive Officer {CEO) and Syed
Naveed Ahmed s/o Habib Ahmed, Chief Business Development Officer (CBDO) of the Karachi
Electric Supply Company Limited, having its Registered Office at the KESC House, 39-B Sunset
Boulevard, Phase-ll, Defence Housing Authority, Karachi, are authorized by the Board of
Directors (BOD) of the Company through Resolution passed in the Board Meeting of the
Company held on 30 July 2013 (attached), which also empowers us to nominate any officer of
the Company, as we deem fit, to sign and file the Licensee Proposed Modification (LPM) with
National Electric Power Regulatory Authority (NEPRA) and such other deeds, documents,
instruments etc. and take all Necessary actions incidental and related to the LPM and appear
before the Authority and admit execution thereof for and on behalf of the Company.

Now, therefore, in exercise of powers vested in us by the BOD of the Company we, hereby
authorize Mr. Muhammad Aamir Ghaziani s/fo M. AnNwegr , CNIC No. 42301-1189331-3,
resident of House no. 74 L-! Block 2 pc CHS I agacH) , Karachi,
Director Controlling, Accounts & Regulations, KESC to sign and fite the LPM with NEPRA and such
other deeds, documents, instruments etc. and take all necessary actions incidental and related
to the LPM and appear before the Authority and admit execution thereof for and on behalf of
the Company.

A

‘lf"’\'”‘: )%}ﬂp /\/@4'(*’/

Nayyer Hussain Syed Naveed Ahmed
Chief Executive Officer, KESC Chief Business Development Officer, KESC

Authorized Person:

A ad Aamir Ghaziani

Director, Controlling, Accounts & Regulations, KESC
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THIS EQUIPMENT LEASE AGREEMENT (“ELA”) is made at [Karachi] this day

EQUIPMENT LEASE AGREEMENT

2013 (the “Agreement”);

BY AND BETWEEN THE FOLLOWING PARTIES;

(1)

(2)

KARACH! ELECTRIC SUPPLY COMPANY LIMITED, a public limited company incorporated
under the laws of the Islamic Republic of Pakistan and having its registered office at KESC
House, 39 B Sunset Boulevard, Phase Il D.H.A, Karachi, Pakistan (hereinafter referred to as
the “Lessor”, which expression shall include its principals, administrators, successors,
executors and assigns) of the ONE PART; and

K-ENERGY (PRIVATE) LIMITED, a company incorporated and existing under the laws of
Pakistan, having its registered / principal place of business at House No F-60 Park Lane,
Kehkashan, Clifton, Karachi (hereinafter referred to as the “Lessee”, which expression shall
include its administrators, successors, executors and assigns) of the OTHER PART.

(The Lessor and the Lessee are hereinafter also collectively referred to as the “Parties” and
individually as the “Party”, as the context may require).

RECITALS:

WHEREAS:

(A)

(B)

(Q)

The Lessor is the sole and absolute owner of the unencumbered equipment and machinery
described in Schedule 1 attached hereto (hereinafter called the “Equipment”);
The Lessee is desirous of carrying out the Project (as defined below) and in this respect is
desirous of taking the Equipment on lease from the Lessor;

The Lessor has agreed to provide/has provided the Equipment to the Lessee on lease upon
the terms and conditions hereinafter appearing;

NOW, THEREFORE, the Parties hereby agree as follows:

1

11

DEFINITIONS AND INTERPRETATIONS
Definitions

The words and expressions beginning with capital letters and defined in this Agreement
shall, unless the context otherwise requires, bear the meaning ascribed thereto herein.

(a) AGREEMENT means this Equipment Lease Agreement entered into between the
Lessor and the Lessee.

{b) BQPS-1 means the Lessee’s Bin Qasim Power Station 1 located at Port Qasim,
Karachi.
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(c)
(d)

(e)

(f)

(g)

(h)
(i)

()

(k)

()

BUSINESS DAY shall mean a day when commercial banks are operating in Pakistan.

COMMERCIAL OPERATIONS DATE (COD) shall have the meaning ascribed in the
Power Purchase Agreement between the Lessee and the Power Purchaser.

COMMISSIONING shall have the meaning ascribed in the Power Purchase
Agreement between the Lessee and the Power Purchaser.

CONVERSION means, with respect to the Conversion Units, the successful designing,
acquisition of land (if necessary), building, construction, relocation of existing
structures as finalized within the EPC Contract, erection, installation of all new
facilities, interconnection, retrofitting/overhauling/replacement/up-gradation of
existing equipment as defined within the EPC Contract, testing, commissioning and
otherwise completion of the Project at the Project Site in accordance all applicable
drawings, designs, environmental compliances and technical specifications
determined by the Lessee in order to enable the Lessee to operate and maintain the
Conversion Units on coal. The terms “convert” and “converted” shall be construed
accordingly.

CONVERSION UNITS shall mean two (2) of the six (6) power generation units of
BQPS-1 (i.e. unit # 3 and unit # 4 constructed by Ansaldo) owned by the Lessor and
located at the Project Site being converted to coal fuelled units from Residual Fuel
Oil ("RFO”)/Gas fuelled units as part of the Project.

EPC means engineering, procurement and construction.

EPC CONTRACT means one or more contracts to be entered into between the
Lessee and the EPC Contractor for EPC in relation to the Project.

EPC CONTRACTOR means one or more contractors, suppliers, service providers,
either individually or collectively, who will be appointed by the Lesseefor providing
the EPC for the Project.

FINANCING DOCUMENTS means the financing and security documents entered into
between the Lessee and the Project Financiers pursuant to which financing facilities
and/or accommodations have been obtained by the Lessee for the Project Financing
requirements of the Project and shall include all related notes, indentures, security
agreements, guarantees, documents under Islamic financing arrangements,
agreements or other instruments providing security to the Project Financiers
(including consents and acknowledgements of assignment and direct agreements in
respect to documents assigned as security to the Project Financiers) and other
documents entered into by the Lessee in relation to the construction and permanent
financing (including refinancing) of the Project Assets (or any part thereof), as
amended from time to time.

INTERCREDITOR AGREEMENT means the agreement entered into between the
Project Financiers inter se setting down the procedure for making disbursements to

2||‘c|;1,r.




2.1

2.2

31

the Lessee, distribution of proceeds received from the Lessee, taking any action
against. the Lessee for the enforcement of any right of the Project Financiers under
the Financing Documents and includes (without limitation) taking any action for the
enforcement of any security against the Lessee upon the occurrence of any event of
default under the Financing Documents.

(m) LEASE EFFECTIVE DATE shall be on the day following the Commercial Operation
Date.

(n) POWER PURCHASE AGREEMENT means the agreement for the sale and purchase of
electric power to be executed between the Power Purchaser and the Lessee in
connection with the power generated by the Project.

(o) PROJECT means converting the Conversion Units from RFO fuelled generation to
coal fuelled generation through Conversion and the subsequent operation and
maintenance of the Project.

(p) PROJECT FINANCIERS mean the financial institutions party to the Financing
Documents, or any subsequent financial institution(s) that become a party to the
Financing Documents, in its/their capacity as the lenders of the Lessee and make
available the Project Finance to the Lessee to fund the debt component of the
Project.

(q) PROJECT SITE shall mean the land sub-leased to the Lessee by Lessor, within the
premises of BQPS-1 and/or any additional land that may be procured by either of
the Parties outside BQPS, on which the Project / Conversion will be implemented.

LEASE

The Lessor hereby leases to the Lessee and the Lessee hereby takes on lease from the
Lessor, the Equipment from the Lease Effective Date subject to the terms and conditions of
this Agreement. It is agreed that the Equipment shall be used for power generation
purposes as defined in the Project.

The Lessee confirms that the Equipment is suitable for the execution of the Project, meets
with the requirements of the Lessee and the Lessee has agreed to take the same on lease
from the Lessor.

LEASE PERIOD

The period of lease in respect of the Equipment shall commence from the Lease Effective
Date and shall continue for a period of [20 years] (the “Lease Period”) unless earlier
terminated with the mutual consent of the Parties. Both Parties will be entitled to terminate
this Agreement for a breach of the other Party provided that written notice of such breach
has been provided to the other Party and the breach remains un-rectified.
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3.2 Upon completion of the Lease Period, the Lessee shall hand over possession of the
Equipment to the Lessor. The Lessee shall ensure that the Equipment is handed over to the
Lessorin good operating condition and working order, and free from any physical damage.

4 REHABILITATION OF UNITS 3 & 4

4.1 Prior to COD and on the dates specified in the EPC Contract, the Lessee shall take over from
the Lessor the units 3 & 4 of the BQPS | and cause the EPC Contractor to carry out major
rehabilitation works as provided in the EPC Contract.

5 RENTAL PAYMENT

5.1 Starting from the date on which the Project achieves commercial operations as per the EPC
Contract and subsequently on the first Business Day of each quarter, the Lessor shall invoice
to the Lessee and the Lessee shall pay to the Lessor within 7 days from the end of relevant
quarter, a rental payment for the Equipment (the “Rental Payment” or “Rental”). Rental
payments shall be calculated as per the formula provided in Schedule 2 hereto.

5.2 The Rental payable by the Lessee shall be calculated to provide return to the Lessor
equivalent to the Bench Mark plus margin of [3%] (“Margin”). “Bench Mark” shall mean
Karachi Inter Bank Offer Rate (“KIBOR”) for calculating the Rentals, which shall be set
quarterly in respect of the Rental payable. The rentals stated in Schedule 2 have been
calculated at KIBOR prevailing on the Reference Date which shall be revised at the beginning
of each Quarter based on the KIBOR prevalent on the last Business Day of previous Month

53 If at any time the Lessee is required to make any non-refundable and non-adjustable
deduction or withholding in respect of Taxes and/or any other levy, from any payment due
to the Lessor under this ELA, the sum due from the Lessee in respect of such payment shall,
subject to NEPRA's approval, be increased to the extent necessary to ensure that, after the
making of such deduction or withholding, the Lessor receives on the payment Date, a net
sum equal to the sum which it would have received had no such deduction or withholding
have been required to be made and the Lessee shall indemnify the Lessor against any losses
or costs incurred by the Lessor by reason of any failure of the Lessee to make any such
deduction or withholding, the Lessee shall promptly deliver to the Lessor originals or copies
of any receipts, certificates or other proof evidencing the amounts (if any) paid or payable in
respect of any deduction or withholding as aforesaid.

5.4 If payment is not made by the Lessee within the due date, the Lessee will be required to pay
a penalty for the period of default. The amount/ rate of such penalty shaii be in accordance
with the Schedule 3attached hereto.

6 TAXES, FEES AND EXPENSES

6.1 The Lessee shall pay on a continuing basis all taxes, duties and charges, whether Municipal,
Provincial or Federal which may at any time be payable for or in relation to the Equipment or
the business of the Lessee and shall hold the Lessor safe, harmless and indemnified from any
delay or omission or failure to pay such taxes, duties and charges

7 TITLE
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number of person(s) with required qualifications, skills and experience to carry out
the operations and maintenance of the Equipment.

11 CONDITION OF EQUIPMENT AND DELIVERY

11.1  The Lessee confirms that the Equipment is suitable for the execution of the Project, meets
with the requirements of the Lessee and the Lessee has agreed to take the same on lease
from the Lessor on as is where is basis.

11.2 Upon receipt of delivery of the Equipment, the Lessee shall execute and deliver to the Lessor
a receipt or acceptance thereof in the approved form.

12 MAINTENANCE OF LEASED ASSSETS

12.1  The Lessee agrees, to be responsible for the performance of all maintenance and repair
required for the Equipment, whether scheduled, breakdown, replacement, modification or
any other form, at its own cost and expense.

12.2 The Lessee agrees to be solely responsible for all costs and expenses in relation to the
Equipment including but not limited to the use of labour, fuel, lubricants, chemicals,
consumables, parts, tools, Components, taxes, duties, levies,fines, etc. incurred in
connection with or in any way referable to storage, handling, use, maintenance and
operation of each item of the Equipment.

13 USE OF EQUIPMENT
13.1 The Equipment shall be used for the power generation purposes as defined in the Project.

13.2 The Lessee shall use the Equipment carefully and prudently and strictly in conformity with
the Equipment manufacturer’s instructions and approved O&M Procedure..

13.3 The Lessee hereby agrees and undertakes that:

a) Lessee shall at all times store, house, use and operate the Equipment carefully and strictly
in conformity with the instructions and directions of the manufacturers and/or Suppliers
thereof (including those relating to the environmental conditions, if any, under which the
Equipment is to be transported, stored, housed, used or operated), whether such
instructions and directions are contained in the operational manuals or are otherwise
provided with or before or after the delivery of the Equipment by the Lessor, manufacturer
and/or Suppliers thereof:

e) The Lessee shall store, house, install, use and operate the Equipment in compliance with
all relevant laws, rules, regulations, orders and direction, whether of the Federal or any
Provincial government or of any Municipal or Local Authority or of any court, tribunal or
other competent authority or officer;
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f) The Lessee shall not sell, transfer, assign or otherwise dispose off, loan, give on license, or
part with the possession of, or in any way mortgage, hypothecate, pledge, charge or
otherwise encumber, the Equipment with the prior permission of the Lessor in writing.

g) The Equipment shall not be used or operated contrary to the provisions or requirements
of the insurance policies covering the Equipment or in any manner which would invalidate
the insurance policies or make them unenforceable against the insurance companies;

h) The Lessee shall be solely responsible for the operating and maintenance cost of the
Equipment

i) The Equipment shall be Rehabilitated according to the EPC Contract by the Lessee and the
Lessee hereby undertakes to arrange for required funding for the same.

13.4 During the term of the ELA, the Lessee shall not, without the prior consent of the Lessor,
make any alteration, addition or improvement to the Equipment or change the condition
thereof. All alterations, additions, modifications, replacements, rehabilitation and
improvements as per the EPC scope of whatsoever kind of nature made to the Equipment by
the Lessee including replacement or substitution of any part or equipment of the Equipment
shall become part of and accreted to the Equipment and belong to and be the property of the
Lessor and shall be subject to the terms and conditions of this Agreement

13.5 Nothing contained in this Section shall release the Lessee from its liability for any storage,
handling, use or operation of the Equipment in breach of any of the terms and conditions
contained herein or in a manner contrary to any provisions or requirements of the insurance
policy or policies intended to cover the Lessor's liability as owner of the Equipment or in
contravention of any law, rule, regulation, order or direction, whether of the Federal or any
Provincial government or of any Municipal or Local Authority or of any court, tribunal or other
competent authority or officer;

13.6 The Lessee hereby agrees to indemnify and save harmless the Lessor from and against all
claims and demands made and all fines or penalties levied or imposed in respect of or arising
out of the storage, handling, use or operation of the Equipment;

13.7 Lessee shall not change place of permanent location of the Equipment.

13.8 The Lessee shall allow the officers, agents or employees/representatives of the Lessor free
and full access to the Equipment during normal working hours (and immediately in case of
emergency) to inspect, view and examine the state and condition of the Equipment and for
that purpose the Lessee shall permit the said persons to enter the premises where the
Equipment is in use, stored, or lying and the Lessee shall bear the actual cost of such
inspection and out of pocket expenses of the persons who shall undertake the inspection and
shall forthwith pay the same to the Lessor on receipt of a notice of demand from the Lessor in
this behalf. The Lessee shall, also permit the inspection, examination and audit of all of the
Lessee’s books of accounts or other financial records, if any, relating to the Equipment.




14 CONDUCT WITHIN BQPS |

14.1 The Lessee hereby acknowledges and agrees that the Project is being undertaken within the
premises of BQPS | which is owned by Lessor. Therefore, the Lessee hereby confirms its
obligation to observe a strict code of conduct to be agreed into between the Lessee and the
Lessor.

15 COMPLIANCE WITH STANDARDS

15.1 The Lessee undertakes to comply with all governmental regulations and standards. Six
months prior to COD, the Lessee shall prepare and seek approval of Lessor in relation to O&M
Procedures prepared as per ISO/OHSHA, OEM, and GAAP standards, including but not limited
to Operation Manual, Maintenance Manual, HSE Manual, Procurement Manual, Accounting
Manual etc. The Lessee shall seek prior approval of the Lessor in the event of any material
changes in the O&M Procedures.

16 INDEMNITY

16.1  The Parties hereby agree to indemnify and keep each other fully and effectively indemnified
against all actions, costs, losses, claims and expenses of whatsoever kind or nature arising
from any breach or non-performance or threatened breach or non-performance of any of
their respective warranties, representations, or obligations contained in this Agreement.

17 LESSEE EVENTS OF DEFAULT
17.1  To be finalized after the feedback of Project Financiers in relevant Intercreditor
Agreement(s)

18 TERMINATION

18.1  Upon occurrence of an Event of Default, that is not cured within the applicable period for
cure, the non-defaulting Party may, at its option, initiate termination of this Agreement by
delivering a written notice (“Notice of Intent to Terminate”) of its intent to terminate this
Agreement to the defaulting Party. The Notice of Intent to Terminate shall specify in
reasonable detail the Event of Default, giving rise to the Notice of Intent to Terminate.

It is binding upon the Party serving Notice of Intent to Terminate to provide a copy of the
same to the Company Lenders, where such notice is to be coupled with a request to the
Lenders to cure any such default within the additional cure period of 30 days (the
“Additional Cure Period”), and such cure period shall commence upon delivery of each such
notice to the Lenders.

18.2  In the event the breach is not cured by the defaulting Party within the Additional Cure
Period, the non-defaulting Party shall have the option and not the obligation to terminate
the ELA by delivering Termination Notice pursuant to Section 18.1.
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18.3

184

19

19.1

20

20.1

In the event that the breach is cured within the specified period and the defaulting Party has
notified such cure in writing to the non-defaulting Party and the non-defaulting Party has
not repudiated the contents of such notification within seven (07) days of its receipt of the
notification then the non-defaulting Party shall have no right to terminate this Agreement in
respect of such cured default.

In the event that the Lenders fail to cure any Lessee Event of Default on or before the
expiration of the Additional Cure Period, Lessor may exercise its rights and remedies with
respect to such default set forth in this Lease Agreement and Lessor may immediately
terminate this Lease Agreement, and such termination shall be effective on delivery to the
Lenders of notice of such termination. Upon such notice of termination being served to the
Lessee and the Lenders, the terms agreed between the Lessor and Lessee under the
Intercreditor Agreement shall apply,

ASSIGNMENT
Neither Party'shall assign or transfer any of its rights, benefits or obligations under this

Agreement to any other person, company, firm or corporation, without the prior written
consent of the other Party.

GOVERNING LAW, JURISDICTION AND DISPUTE RESOLUTION

This Agreement shall be governed by and construed in accordance with the laws of Pakistan
and the Courts of Karachi shall have jurisdiction to settle any claim or dispute arising out of
or relating to this Agreement.

IN WITNESS WHEREOF this Agreement has been executed by the duly authorized representatives of
the Parties hereto on the date first above written.

[SIGNATURE PAGE FOLLOWS]
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SCHEDULE 1
DETAILS OF THE EQUIPMENT

[Equipment shall mean all assets, structures, plant, machinery, facilities, apparatus, appliances,
articles, tools, components and equipment of existing Unit # 3 and Unit # 4 of the BQPS-1

10| Pape




SCHEDULE 2
Lease Rentals

KESC will lease its existing unit No. 3 & 4 to the K-Energy for the project. For tus purpose a
valuation has been conducted by Iqbal Nanj: and Company for these units, who have valued these
assets at USD 206.2 Millhon. A copy of the valuauon report has been provided. Given below is the
lease repayment schedule dunng the concession period of 20 years. The lease rate has been assumed

at KIBOR plus 3% spread.

Opcxml)LOutstaudmL 206,254,228 203,499,236 200,404,553 196,928 295 193,023 415
Principal 2,754,992 3,094,633 3,476,257 3,904 880 4,386,352
Interest 25431,146 25,091 456 24,709,881 24281 259 23,799 787
Installment 28,186,139 28,186,139 28,186,139 28,186,139 28,186,139
Closing Ourtstanding 203,499,236 200,404,533 196,928 295 193023 415 188,637 064
5 B 0
wi

[)
Opening Outstanding 188,637,064 | 183,709,875 | 178175164 | 171958023 | 104974 308
Puncipal 4,927,189 5,534,711 6,217 141 6,983,715 T844,807
Interest 23,258,950 22651,428 21,968,998 21202424 20,341,332
Installment 28,186,139 28,186,139 28,186,139 28,186,139 25,186,139
Closing Outstanding 183,709,875 178,175 164 171,958,023 164,974,308 157,129 302

o

»
Opemng Outstanding 157,129 502 148,317 431 138,418,831 127299 734 114809653
Principal 8,812,071 9,898,600 11,119,097 12,490,082 14,030,109
Interest 19,374,068 18,287,339 17,067,042 15,696,037 14,136,030
Installment 28,186,139 28,186,139 28,186,139 28,186,139 23,186,139
Clogg OutsmndiL 148,317 431 138,418,831 127299 734 114,809,653 [C 779 544
iy ; : D

[)
Open'uls Ouits tamiﬂL 100,779,544 85,019,523 67,316,292 47,430,253 25,092 263
Piincipal 15,760,021 17,703,232 19,886 040 22337 989 25092 263
Interest 12,426,118 10,482,907 8,300 099 5,848 150 3093876
Installment 28,186,139 28,186,139 28,186,139 28,186,139 25,186,139
Closing Outstanding 85,019 523 67,316,292 47,430,251 25092263 (0}

11 ' o o
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