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I-MYT Hearing Issues

• KE is a unique organization with overall responsibility for developing and managing the power infrastructure in 
Karachi. Unlike other generation and distribution companies, it has to carry out end to end planning of the city’s 
energy system without any sovereign guarantee or GOP support. 

• This means that KE has the additional responsibility of stepping beyond the day to day functions of a power utility 
and design an integrated plan to meet the forecasted demand through investment in generation, transmission and 
distribution. 

Whether the Petitioner’s request for continuation of existing Multi Year 
Tariff (MYT) is justified?
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KE is a unique organization with additional responsibility

• This tariff structure incentivizes new investment, requires KE to bring efficiency improvements and meet demand; 
while enabling KE to provide a bankable security structure and regulatory certainty to execute its business plan. 

• Under this tariff, KE has been able to invest Rs. 120.7 billion (13% more than business plan at that time) in the last 7 
years which has resulted in an increase of 1,037 MW in generation capacity, enhanced network capacity, improved 
fleet efficiency (30.4% to 37%), reduced T&D losses (35.9% to 23.7%) and improved system resilience. 

Existing I-MYT structure and Performance

• There is a significant demand supply gap in the power sector and Karachi’s demand is projected to grow at a CAGR of 
5%.

• KE’s power infrastructure has aged and though there have been significant investments in up gradation of the system 
there is still dire need to continue investing to not only upgrade but expand the infrastructure to meet the expected 
demand growth. Therefore there is need for huge investment in Karachi’s power infrastructure.

The current power scenario demands huge investment in infrastructure 
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I-MYT Hearing Issues

• KE has designed a well thought and prudent investment plan to expand and rehabilitate its generation, 
transmission and distribution capacity in order to meet the expected demand growth. In order to deliver the 
investment plan worth Rs. 496 billion KE needs a tariff structure that provides lenders the confidence to invest. 
Therefore the existing tariff structure is critical in securing long-term investment for the future expansion of 
electricity supply in Karachi. It achieves this in the following ways:

• Lowers the cost of financing investments by providing regulatory certainty on revenues, which in turn 
reduces financing risk.

• Further regulatory certainty makes future revenue streams reliable hence building investor’s confidence.
• Enables KE to offer a combined security package, whereby assets of one business unit can be offered as 

security for financing against other business units in the absence of sovereign guarantee.

Continued…..1

Execution of Business Plan is dependent on  continuation of existing tariff

• KE has invested in long term assets to upgrade and enhance the existing infrastructure in the last control period and 
has not fully realized the efficiency gains of the investment. 

• This tariff structure protects the consumer through an in-built mechanism to ensure that excess efficiency gains are 
shared with consumers in the form of claw back and hence lowering the tariff in long run. Further it improves 
transparency by capping excess profits to a reasonable extent.

Consumers will benefit in the form of additional capacity, improved performances while efficiency gains will 
be shared through Clawback

Therefore the existing tariff structure should be continued to guarantee future investment in Karachi’s 
power sector, continuous improvement in quality of service and lower tariff in the long run.
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I- MYT Hearing Issues

Price cap 
performance based 
tariff is the optimal 

choice for KE given its 
unique position and 

the challenges it faces 
and therefore it 

should be continued

Whether the tariff should be based on price cap or revenue cap regime? 2
Existing tariff structure is based on Price Cap Regime

• The I-MYT is a performance-based price control. It allows uncontrollable costs 
to be passed through into tariff, while controllable costs are subject to CPI-X 
price regulation. 

• No guaranteed return is built in tariff and the only way the utility earns is 
through improving efficiency. In a revenue cap regime, on the other hand, a 
utility is allowed a guaranteed return on investment in advance. 

• Consumers cannot be passed on the cost of any inefficiency at utility’s end
• Regulatory oversight  on the performance of the utility is possible as 

performance benchmarks are set by NEPRA and KE has to outperform against 
those in order to earn 

• KE’s performance based tariff has an in-built protection mechanism to ensure 
that excess efficiency gains are shared with consumers in the form of clawback

• KE, a VIU with responsibility of end to end planning, requires a price cap tariff 
that incentivizes improvement in efficiency and provides appetite to meet 
additional demand through continuous investment in all 3 core functions.

• Further NEPRA also emphasized the same point in KE’s Determination 2002: 
“Under the specific circumstances in which KE would be operating the request 
for a price cap is understandable...We do not want to take away the incentive 
from the investor to increase its revenue through increased sales” and hence 
allowed a price-cap regime to KE.

Price  cap regime is the optimal choice for KE
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The electricity supply industry is characterized by long 
term capital investments which require long term 
planning and have long gestation periods. IPPs and 
Independent Transmission Companies are given a tariff 
period over the lifetime of the asset. 

I- MYT Hearing Issues
Whether the duration of MYT control period should be 10 years as 

proposed by the Petitioner? 
3

Majority of investment is in G & T     
where asset life vary from 25 to 30 
years. Therefore a control period of 

10 years is justified

Therefore in view of the above, duration of the I-MYT control period of 10 years should be allowed to give KE the 
ability to meet the demand growth and provide citizens of Karachi a sustainable low cost power supply. 

KE plans to invest Rs. 496 billion in 
its power infrastructure, of which:

Generation
Rs. 203 billion 

(41%)

Transmission
RS. 179 billion

(36%)

Distribution
Rs. 108 billion

(22%)

Long term 
investments

KE, a vertically integrated Utility (VIU), needs to plan 
for the long term and requires a tariff control period 
which provides regulatory certainty - essential to 
attract investment as it gives visibility over long term 
cash flows. 

Regulatory 
certainty

Unlike other entities in the sector, KE neither gains 
from a sovereign guarantee for its own generation 
projects nor in projects where KE is an off-taker for 
IPPs. Therefore KE’s ability to finance future projects 
requires stability and visibility of cash flows for which a 
long term control period is necessary.

Bankable 
Security 
Structure 
for Lenders 
& IPPs

KE has negotiated debt tenors of 10 years and above 
for its large infrastructure projects which require 
revenue projections of 10-15 years. Hence tariff control 
period should at least correspond to the same.

Long term 
Debt tenors
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I-MYT Hearing Issues
Whether the proposed change in sharing mechanism’s thresholds from 12%,
15% and 18% to 15%, 18% and 20% are justified?

• The purpose of this request is to enable KE to earn returns that are inline 
with the returns offered to other private investors in power sector, with 
longer control periods, including IPPs and Independent transmission service 
providers, such as Matiari to Lahore HVDC Transmission line project.

• KE is an integrated utility responsible for end to end planning of the city’s 
power needs. 

• KE’s sponsors have injected foreign equity of USD 361 million since 2009.
• KE’s risk portfolio is higher than other privative investors as KE has no 

sovereign guarantee and has to bear complete burden of tax and exchange 
rate devaluation. On the other hand, returns of other private investors are 
backed by sovereign guarantees and are adjusted for exchange rate parity 
and all tax incidences are also passed through in the tariff. 

• The existing claw back thresholds are lower than the current market returns 
offered to other private investors such as IPPs and transmission service 
providers which are being allowed dollar based IRR ranging from 15% to 
17% (IRR of 22-23% in PKR terms) for control period of 25 years from the 
date of COD. 

• Therefore KE has requested for an increase in claw back thresholds 
considering the current market returns and KE’s risk portfolio.
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Change in clawback threshold is required to rationalize KE’s returns in line with the current market rates of returns so that KE
is given a level playing field considering higher risk portfolio of KE, burden of tax and exchange rate devaluation. This will
also enable KE to continue investing in system upgradation.

The Authority allowed 18% IRR based return to non-local Thar
coal power plant and 20% IRR to Thar Coal power plant. 
Return on Equity allowed indexation of US$ to Pak Rupees.

China Machinery Engineering Corporation Power Private Ltd.
330 MW Coal power plant, Tariff Determination July 10, 2015

According to the Petitioner, the ROE component of tariff 
(including return on equity during construction) has been 
based on an internal rate of return of 16%....The request of the 
petitioner is in line with the decision of the Authority in similar 
cases and accepted as such.
Return on Equity allowed indexation of US$ to Pak Rupees.

Quaid-e-Azam Thermal Power (Pvt) Limited
1,180.17 MW , Tariff Determination dated April 14, 2016

Accordingly after due deliberation, the Authority decided to 
allow a 17% return considering this project is the first HVDC 
transmission venture.
Return on Equity allowed indexation of US$ to Pak Rupees. 

Matiari to Lahore HVDC Transmission Line.
Tariff Determination August 18, 2016

6



I-MYT Hearing Issues
Whether the existing calculation methodology with respect to Claw Back
Mechanism is justified?

• KE has a performance based tariff structure where there is no 
guaranteed return included in tariff, rather the entity is incentivized to 
investment in order to improve the efficiency, beat the benchmarks 
and earn a reasonable return. 

• Under performance based tariff, Claw back mechanism provides 
protection to consumers from the burden of excess efficiency gains 
ensuring that returns earned by the entity are reasonable. Therefore 
this mechanism should continue. 

• Under the claw back mechanism, returns/efficiency gains are shared 
with consumers when annual real returns exceed the designated 
thresholds.

• Clawback is important in providing for transparency in the I-MYT and 
it offers a more equitable, sustainable and fair form of regulation.

• Since debt component is not allowed in KE’s tariff, the clawback
calculation methodology covers both the debt and equity 
investments. This is essential to attract and support the long term 
investment of Rs. 496 billion planned by KE in the next ten years 
through a mix of debt and equity financing.
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Surplus on revaluation of fixed assets is part of 
Regulatory asset base…

• Reserve created for surplus on revaluation is a 
‘capital reserve’ in nature and hence should be 
included in the regulatory asset base. 

• Since KE’s returns under claw back thresholds 
represent real returns, therefore, correspondingly 
revaluation surplus should be included in the 
regulatory asset base. 

• NEPRA’s Uniform System of Accounts also classify 
‘Surplus on Revaluation of Assets’ under Share 
capital & Reserves.

Annual real 
return on the 
regulatory asset 
base

=

Earnings before interest and tax

Average of opening & closing 
regulatory asset base for the 

year

Regulatory asset 
base =

Share capital & Reserves 
add Bank and other borrowings 
less cash and securities

The existing calculation methodology is working well as it accounts for the investor perspective considering both debt and equity 
investments, in the absence of any debt component in tariff. 
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I-MYT Hearing Issues

Whether the existing mechanism of calculating the weighted average cost of
furnace oil while working out the monthly / quarterly adjustments is
justified?

Whether the Petitioner’s request for continuation of existing monthly,
quarterly and annual adjustment mechanism is justified?

19
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• KE’s I-MYT is a performance-based price control. It allows uncontrollable costs to be passed through 
into tariffs, while controllable costs are subject to CPI-X price regulation.

• Accordingly, monthly, quarterly and annual adjustment mechanisms were devised to pass the impact 
of uncontrollable costs (fuel price and power purchase price) and adjust the controllable costs with 
CPI-X. Therefore this mechanism is justified and should be continued.

• KE calculates cost of furnace oil consumed based on moving weighted average where average prices 
changes after each purchase transaction. Whereas, NEPRA calculates the price based on periodic 
weighted average on a monthly basis. Both the methods are acceptable for calculating the cost of 
consumption and NEPRA may continue with the method currently under practice.
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I-MYT Hearing Issues
Whether the request of the Petitioner to allow working capital allowance to
cover late payments by Government entities and Tariff Differential Claims
(TDC) by the Government is justified?

Working capital allowance should be allowed to compensate KE for the unavoidable costs of 
providing additional working capital when there are delays in energy payments by Government 
(Federal, Provincial or Local) entities and tariff differential claims (TDC) by the Government.

7

• This is an uncontrollable and unavoidable cost being borne by KE. 

• Circular debt has constrained KE’s liquidity. 

• KE’s net receivable from Government entities (after off-setting payable to Government entities) currently amount to Rs. 57 
billion as at August 2016.

• KE is trying to resolve the issue of piling up receivables from government entities through discussions with respective 
authorities. In this respect, rigorous discussions are going on with Government of Pakistan and Government of Sindh.

• KE suggests that working capital allowance should be included as a pass through component in the tariff on the basis of a 
mechanism to be determined by NEPRA.

• KE has only asked to be compensated for additional cost of working capital incurred due to delay in payments.

• We expect the mechanism to account for both receivables and payables with respect to circular debt, and accordingly allow for 
working capital cost i.e. finance cost incurred on net receivable amount from government entities.
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I-MYT Hearing Issues
Whether the request of the Petitioner for inclusion of a force majeure clause
for adjustment of irrecoverable costs due to business disruption in case of
force majeure event is justified?

• KE has adequate insurance policies for its assets inline 
with the best practices, however, the unavoidable costs 
or lost revenue under force majeure events are largely 
uninsurable, and outside of KE’s control.

• KE requests for the clause to account for the costs 
incurred or lost revenue over and above the insurance 
policy. 

• In an extreme and unforeseen event, these costs could 
be significant and may disrupt the execution of KE’s 
investment plan.

• This component is included to ensure the ability to cover 
the costs of quickly resuming the operations and hence 
lowering the sufferings of consumers at large in case of 
force majeure event. 

• This request is in line with the force majeure clause 
included in Power Purchase Agreement of IPPs.
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These costs shall be computed after the occurrence 
of such an event at which point KE shall estimate the 
financial impact and request NEPRA’s approval for 
inclusion in the tariff.

Mechanism

This component is not included in the current tariff 
calculations. KE has requested that only in case a 
force majeure event happens, there should be a 
clause in the determination through which the 
unavoidable costs could be recovered as per 
mechanism determined by NEPRA.

Clarification

KE requests that a force majeure clause should be included in the I-MYT to recover the 
unavoidable costs (or lost revenue) due to force majeure events such as earthquakes, 
floods, acts of terrorism etc.
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I-MYT Hearing Issues
Whether the Petitioner’s assumption of continuation of the protection
under the Implementation Agreement throughout the tariff control period
including the guarantee of payment of strategic customers is justified?
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• The implementation agreement entered between KE and GoP on November 14, 2005, 
amended with mutual consent on April 13, 2009 provides certain supports and guarantees to 
KE. The amended agreement has expired in April 2016 and KE is in negotiation with Federal 
and Provincial governments for its continuation.

• Although KE has undertaken considerable investment which has improved the performance of 
the business over the last seven years, there remain a number of significant challenges that 
KE needs to address. 

• KE has developed a comprehensive business plan that addresses these challenges. The 
business plan is based on the continuation of the I-MYT until FY26 and results in KE investing 
Rs. 496billion over the next 10 years.

• While preparing the business plan, KE has assumed the protections under the 
Implementation Agreement continue throughout the tariff control period, including the 
guarantee of payment for strategic customers. 

• The absence of this protection under IA, joined with absence of sovereign guarantee, will 
further increase KE’s risk profile and will highly impact KE’s capability of negotiating workable 
rates with the lenders and provide bankable security to IPPs. 

• Without this protection, KE will be exposed to a huge risk of recovery of principal and mark-
up from GoP entities including TDC. These costs are outside KE’s control and it will be unjust 
to make KE bear these costs and this will have a direct impact on the business plan. 

• Therefore, the assumption of continuation of protection under IA is justified. In the absence 
of this protection, these costs may be required to be compensated in tariff. 

• Guarantee of payment 
obligations of strategic 
consumers.

• Guarantee of payments for 
Tariff Differential Claims.

• Support for notifications of 
tariff applicable to the 
company.

• KE to be treated at par with 
other DISCOs by NTDC for rate 
of sale of power.

• Support for issuance of 
consents, orders and 
documents such as application 
to NEPRA for licenses and 
tariff, obtaining gas allocation, 
obtaining title documents, 
right of way etc.

Supports and guarantees 
under IA….
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I-MYT Hearing Issues
Whether the Petitioner’s proposed increase of Rs.0.66/ kWh on the existing
O&M cost allowed by the Authority is justified?

• KE highlighted the shortfall in O&M in the 2009 petition 
and asked for an increase of Rs. 0.64/kWh in the tariff.

• KE was only allowed 15 paisas against 64 paisas asked.
• Since the new management takeover in 2009, KE has 

bought in efficiencies in O&M costs by implementing a 
number of operational improvements across all business 
units.

• Generation, transmission and distribution capacities have 
increased significantly since 2009 and certain costs 
increase faster than CPI.

• Currently KE’s shortfall is Rs. 1.44/kWh and KE expects 
this gap to further widen due to substantial growth and 
expansion in operations.
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Current O&M 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

Shortfall (Rs./kWh) 1.44

• Recognizing the regulatory objective of incentivizing cost reduction and minimizing the impact on customers. KE has only 
asked for a small amount of this short fall i.e. Rs. 0.66/kWh and is willing to share significant portion of the increase in cost.

• KE has no guaranteed return or cost recovery provision in tariff and has to arrange for investments through its own 
resources.

• This increase in O&M component will ensure that KE does not divert significant funds away from important planned capital 
expenditures.

• It is notable that, 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 O&M.

KE is currently facing a shortfall of Rs. 1.44/kWh in recovery of O&M expenses and significant 
funds are being utilized to bridge this gap.
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I-MYT Hearing Issues

Continued…10

Comments:
The analysis clearly portrays that KE’s O&M cost recovery in tariff is far below and the shortfall in 2016 approximates 50% and
the cumulative growth in shortfall stands at 17% over the last 6 years. This remains a substantial challenge, affecting the
Company’s ability to undertake investments for growth prospects and to reduce the demand – supply gap.

2010 2011 2012 2013 2014 2015 2016
Analysis- Shortfall in O&M Cost Recovery  

Actual O&M (Rs. / Kwh) 1.54 1.58 1.79 1.86 1.91 2.27 2.89 
O&M Recovered in tariff (Rs. / Kwh) 0.98 1.10 1.22 1.34 1.37 1.45 1.45 
Shortfall (Rs. / Kwh) 0.55 0.48 0.57 0.52 0.54 0.82 1.44 
Shortfall (%) 36% 30% 32% 28% 28% 36% 50%

Increase in CPI allowed 16.4% 12.2% 10.5% 9.6% 2.4% 5.6% 0.3%
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I-MYT Hearing Issues
Whether the claimed addition in Generation, Transmission and Distribution
by the Petitioner is justified and what are the Petitioner’s financing plan in
this regard?

11

• The rapid growth in population of Karachi is expected to result in significant increase in electricity demand
• KE’s peak demand for electricity is expected to grow by 72% to over 5,200MW by 2026.

Substantial investment is required in
generation (including contracting
through IPPs) to meet the forecast
demand growth and to maintain the
existing generation infrastructure.

There are constraints on the capacity of
the large and ageing transmission
network.

Significant investment is required to
maintain and upgrade this network to
ensure that it is capable of meeting
current and future transmission
requirements stemming from forecast
demand growth.

The lack of urban infrastructure planning
and ad-hoc growth of the city has led to
the design of an inherently complex
distribution network. This makes
planning and implementation of
projects not only expensive but an
engineering challenge. This coupled
with the aged distribution infrastructure
means that considerable capital
expenditure on maintenance and
replacement will be required.

KE’s business plan has been designed to address these challenges directly and to build upon the improvements that KE has brought in 
the past few years through significant investment resulting in improved efficiency and financial stability. Ultimately, these
improvements have resulted in delivering significant benefits to consumers in the form of a more reliable source of power supply and 
reduced tariff in real terms.

Generation Transmission Distribution

The business plan along with the financing strategy is presented on the next slides…..

Need for the business plan..
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Steadily Increasing Demand

Pakistan Real GDP Growth (PKR bn)1
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 Pakistan’s Real GDP is expected to grow by 5% over the period 2017-
2026

 A large component of this growth will come from Karachi which 
currently2:
– contributes c. 20% to Pakistan’s GDP;
– has 30% of national manufacturing; 
– 95% of foreign trade runs through the city; and
– has population growth of 5% compared to 1.6% for Pakistan

 Karachi will remain the economic hub of Pakistan and KE plans to 
stimulate the economic growth further by providing reliable and 
affordable supply of electricity.

 Karachi’s peak demand is expected to reach over 5.2 GW by 2026
 KE has clear visibility on expected demand in Karachi – applications 

for c.2.5 GW in new connections by 2020 have already been received
 Select large scale projects include: 

– 600 MW Bahria Town Development – already contracted
– 100 MW DHA City – application received
– 50 MW Textile City

 There is also an aggregate demand of over 1 GW of additional 
capacity required in existing areas

 KE’s Business Plan has been built around new investments in 
generation, transmission and distribution to accommodate growing 
demand and to improve availability and reliability of electricity.

Peak and Average Demand (MW)

The focus of K-Electric (“KE” or the “Company”) for the last 6 years had been to improve operational and financial stability of the system. Going 
forward, the Company aims to build on significant demand growth, maintain efficiency and focus on reliability and expansion of network.

Demand Growth and Network Expansion

I-MYT Hearing Issues
11. ……… continued

1. Source: Federal bureau of statistics & NTDC forecast. 2. Source: Asian Development Bank 
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4,283 MW of Additional 
Generation Capacity Transmission & Distribution  

 Investment of Rs. 203 billion planned to 
increase generation capacity by: 

 1,983 MW from equity participation with 
IPPs and addition to KE’s Fleet

 2,300 MW from new external power 
producers through offering a bankable 
security without sovereign guarantee 

 Investment of over Rs. 287 billion 
planned in transmission and distribution 
network enhancement.

 Transmission capacity  is expected to 
increase by more than 3,370 MVA

 Enhancement of Distribution network by 
adding 1,000 new feeders and 4,500 km 
of 11 kV underground and overhead 
circuits

Over Rs. 496 billion planned to be invested over the next 10 years to meet the growing power demand of Karachi.

Benefits to Consumer

Demand Supply Gap (MW)

 Moving from a supply deficit of 421MW 
to surplus in capacity of 106MW

 System Average Interruption Duration 
Index (SAIDI) expected to improve from 
1,330 minutes per customer per annum 
in FY 15 to 481 minutes per customer per 
annum in FY 26

 System Average Interruption Frequency 
Index (SAIFI) expected to reduce from 
22.21 interruptions per customer in FY 15 
to 8.03 interruptions per customer in FY 
26

 Distribution Fault rates reduce from 
1.5/km to 0.6/km 

 Additional connections to over 800,000 
new customers with an aggregate load of 
3,754MW by FY26.

 Improvements in customer service, 
including an increase in the reliability of 
supply.

 Real reduction in the tariff and improved 
affordability for customers.

 Secure and uninterrupted supply of 
power.

I-MYT Hearing Issues
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Future Investments 11. ……… continued
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 China Datang Overseas Investment Company, China Machinery Engineering Corporation (CMEC) and KE 
have entered into a Joint Development Agreement to construct a 700 MW coal fired plant in the Port 
Qasim area. 
 Land required for the project has already been acquired.
 Estimated cost of the project is US$ 1 billion – KE equity stake of 24% - to be arranged by KE’s own 

resources.
 Upfront Coal tariff has been awarded by NEPRA 
 Target financial close of 2017 with expected COD is 2020.

700 MW IPP 
Coal Power
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As mentioned previously, KE is expected to add c. 4.3 GW of new capacity over the next 10 years. It will undertake various projects 
including both enhancing its own generation while also facilitating investment in IPPs in order to meet increasing demand. 

Key Generation Initiatives – Planned investment of Rs. 203 billion 

 Korangi Power Complex for a power plant with c. 253 MW of gross capacity. The project is strategically 
being implemented in the north-west quadrant of the grid to provide stability to the 132 kV network
 Load flow study contract has been awarded and work has started
 Total project cost is expected to be US$ 200 million planned to be financed by a mix of debt (88%) and 

equity (12%)– 100% owned and operated by KE
 Both local and foreign financing avenues being explored, term sheets for foreign financing received.
 Project planned to be commissioned in FY 18.

250 MW 
Embedded Generation

I-MYT Hearing Issues

 In partnership with Engro, KE will construct a 450 MW LNG power plant in the Port Qasim area. Additional 
partnerships on this project are currently being explored. 
 Estimated cost of the project is US$ 450 million – KE equity stake of 25% - to be arranged by KE’s own 

resources.
 Generation License Application has been filed with NEPRA
 Target financial close of 2017 with expected COD is 2020.

450 MW IPP 
LNG

11. ……… continued
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 KE is also planning to contract electricity from various other IPPs to boost external generation. The 
upcoming projects include :
– Nooriabad 104 MW Gas Power – A gas based IPP under public-private partnership with capacity of 

104 MW. An initiative taken by Government of Sindh under the name of Sindh Nooriabad Power 
Company.

– Fauji 52 MW Coal Power – Fauji Fertilizers Bin Qasim Limited is setting up a power plant through its 
subsidiary FFBL Power Company (FPCL) with capacity of 118 MW out of which 52 MW will be sold to 
KE. 

– Ourson solar 50 MW – In line with strategy to encourage renewable resources KE is engagement with 
The Meeco Group headquartered in Switzerland, which is interested in developing a 50 MW Solar IPP, 
through its local subsidiary Oursun Solar, wherein KE will be power purchaser. 

Other IPPs

Focus on increasing available capacity through various IPPs that will help diversify the fuel mix

Key Generation Initiatives (Cont’d)

 KE is converting 420 MW of existing furnace oil units at Bin Qasim Power Plant I into coal-fired plants

 The project is structured as an IPP in which two older inefficient units will be leased out to a consortium 
that will provide lease income to the Company

 The total project cost is c. US$ 400 million – with COD targeted for 2020

420 MW IPP
Coal Conversion

I-MYT Hearing Issues

KE has planned to add capacity of 750 MW on its system through three IPP projects of around 250 MW 
under the umbrella of embedded generation plan. These plants will be developed in areas having high 
density of load requirement and will help to address the transmission constraints. 

KE has started the initial activities of these projects such as signing of Letter of Interest and preparation of 
Power Purchase Agreement, in collaboration with the respective parties. Further, KE has started discussions 
with NEPRA on the plan for embedded generation projects. 

Embedded Generation 
plan of 1,000 MW 
(including 750 MW 
through external IPPs)

11. ……… continued
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In order to cater to the growth in demand and service additional capacity, there will be a large focus on upgrading, enhancing and 
expanding the transmission infrastructure

Key Transmission Initiatives – Planned investment of Rs. 179 billion

TP-1000 Transmission Package
 1,000 MVA transmission enhancement and rehabilitation project
 Addition of eight new grid stations and new transmission lines over 116 km
 The project will enhance the operational flexibility of KE’s transmission network, 

hence relieving the majority of the overloaded EHT circuits. It will aid the saturated 
220 kV Baldia and Mauripur grids and improve power quality at the overloaded 
portions of the KDA/Gulshan, KDA/Johar, and KDA/Maymar grids.
 Consortium includes Siemens Germany, Siemens Pakistan and Shanghai Electric 

Group of Companies. 
 Total project cost is US$ 400 million.
 The funding of this project has already been secured through institutions such as 

Overseas Private Investment Corporation (OPIC), China Export and Credit Insurance 
Corporation (SINOSURE), Euler Hermes - Germany and Citibank - Pakistan on the 
basis of continuation of the I-MYT.

50 

150 

100 100 

FY-16 FY-17 FY-18 FY-19

TP-1000 
(US$ 400 million)

Construction: 
Jan-2016

COD: 
Jan-2019

Further Transmission Expansion
 Plans to further enhance the grid and transmission capacity from FY-2018 onwards 

in order to continue to take on new connections and meeting increased capacity 
needs with new generation
 The scope will be covered in two phases: 

i. In the short term – to serve the immediate addition of generation in parallel 
with TP-1000 mainly re-strengthening of existing transmission line network 
(“TLN”) to support self generation with few auto transformers; 

ii. Over the long-term – addition of new grid stations, expansion of existing 11 kV 
Power Feeders with Power Transformers and New Interconnecting Grids
supported by additional embedded generation directly in the load centers to 
relieve the existing network

I-MYT Hearing Issues
11. ……… continued
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Key Distribution Initiatives – Planned investment of Rs. 108 billion
Going forward KE plans to invest significantly in capex based projects in order to expand network, improve reliability and  continue to 
reduce losses

I-MYT Hearing Issues

KE has made a comprehensive business plan for distribution to over come the 
challenges through investment of Rs. 108 billion

PKR 108 bn distribution investment
Average expenditure c.10 billion per year

• Bridging the demand-supply gap. 
• Peak demand of electricity expected to grow by 

72% to 5,200 MW by 2026.
• Maintaining the aging assets and dilapidated 

network.
• High T&D losses in certain areas caused by the 

socio-economic situation in Karachi (and 
consequent issues with collection rates). 

• The fact that, as T&D losses fall, it becomes 
progressively more difficult and costly, to 
achieve further reductions.

Challenges ahead:

51

43

14

Loss reduction & Network
reliability

Growth Smart Grid

Amounts in PKR Billion

11. ……… continued
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I-MYT Hearing Issues

High Loss

Low Loss

IBC Categorization

Orangi 1

Orangi 2

HUB

SITE

Baldia

Surjani

Jauhar

Gadap

Malir

Bin Qasim

Landhi
Korangi

Shah Faisal

KIMZ

Tipu Sultan

Defence

Clifton

Saddar

Lyari II

Liaqatabad

Lyari I

Garden

North Karachi

Note:
IBCs are classified on the basis of aggregate loss of feeders serving them. Hence, high loss areas may consist of low loss feeders 
and low loss areas might include high loss feeders.

11. ……… continued
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Network upgrade (growth)
• Augmentation of the existing dilapidated network and 

laying of new infrastructure.
• Growing the network and deliver more than 1,000 new 

11kV feeders and 4,500km of additional 11kv power 
lines

Technical Loss Reduction Plan (TLR) 
• Technical Loss Reduction aims to reduce technical loss 

on the HT/LT network
• Improving the power quality and reducing faults / 

tripping through Management of distribution 
transformers (addition / augmentation / splitting of 
transformers, improving joints and connections) and 
Network re-conducturing

Maintenance
• Annual preventive maintenance (APM) to optimize 

network health; priority based rehabilitation of 
dilapidated infrastructure both HT and LT network 
(feeders and PMTS)

• System improvement plans; replacement of faulty 
PMTs, wires etc. 

Faulty meter replacement 
• This project aims to replace all types of meters that 

go defective at any point in time to minimize the 
loss of revenue through inaccurate or assessed 
billing 

• Improve quality of billing and subsequently 
customer satisfaction 

Aerial Bundle Cabling (ABCs) 
• To curtail losses by replacing bare conductors with 

insulated twisted cables to prevent theft against 
installation of hook connections

• Improvements in voltage profile; Reduced 
fluctuations & consumer complaints 

Smart Grid 
• Conversion of existing network into smart network 

by installing smart devices at PMTs and at selected 
customer level.

• Smart Grid technology also allows remote 
disconnection and activation

This will enhance the distribution capacity, increase its reliability and provide sustainable and improved 
customer service

Key Distribution Initiatives – Planned investment of Rs. 108 billion 11. ……… continued

22

Video Link: community engagement video



I- MYT Hearing Issues

• Yes. KE has an State of Art Control Centre which is equipped with SCADA system (Sinaut Spectrum 
Version 4.5.1).

• The monitoring of entire Transmission Network and Generation is done from the control centre. 

Whether the Petitioner have a Control Center to dispatch and control its 
generation facilities. 

12

23



I- MYT Hearing Issues

• KE conducts load shed to bridge the demand supply gap and has a well 
thought and considerate strategy of reward and reprimand. 

• Industrial zones are exempt from load shed. Industrial consumers play an 
important role in terms of their contribution to Pakistan’s tax base, exports, 
GDP and overall employment. 

• There was unscheduled load shed across the board but due to consistent 
approach and application of the scheme, 61% of the city is exempted from 
load shed and there is a growing acceptance that stealing of electricity and 
illegal abstraction of electricity is a menace which affects all consumers of 
Karachi equally. 

• The Segmented Load Shed (SLS) policy divides feeders on the basis of their 
loss profile determined by Aggregate Technical & commercial (AT&C) loss in 
any particular area. High loss areas face upto 7.5 hours of load shed in 
summer months when demand is at peak where as low loss areas face no 
load shed.

• KE conducts a quarterly review process wherein it evaluates the AT&C loss 
of each area and profiles it as high or low loss respectively. Success of the 
SLS scheme is clear from the fact that there has been a shift of several areas 
from high loss to low loss.

• MoW&P has announced a segmented load shed policy in 2013 where areas 
with losses great than 80% will face upto 18 hours of load shed. MoW&P has 
also formally approved it as part of National Power Policy 2013.

Whether the current practice of the Petitioner to carry out load 
shedding, despite having sufficient own generation facilities, is justified?  

13

• Areas with losses > 80% will face 
14-18 hours of load shed

• Areas with losses between 50%-
80% will face load shed of 10-14 
hours

• Areas with losses < 50% will face 
load shed of 6-9 hours

Ministry of Water & Power

The government decided to cut power 
outages by half from November 
…however, consumers in areas where 
payment for electricity consumption or 
power theft is high will not get any 
relief.

The Express Tribune, September 24th

2016 

24



I- MYT Hearing Issues

• Currently, there is a shortfall against peak demand in KE’s system.

• Nameplate capacity of power plants should not be confused with available capacity as it is dependent on various 
factors:

Gas availability, ambient temperature, availability of gas load, planned and unplanned outages, force majeure 
etc. play an important role in determining the available capacity at a certain period of time.

K-Electric dispatches power as per the Economic Merit Order (EMO) from its own generation and imports from 
external sources in order to achieve lowest variable cost to end consumers as required under the provisions of 
NEPRA Act and License (Generation) Rules 2000.

Continued……13
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I-MYT Hearing Issues
Whether the request of the Petitioner to maintain the existing target heat
rates of its Power plants is justified?

14

• KE’s I-MYT is a performance based tariff where there is no guaranteed return on 
investment. The only way KE can earn is to improve the efficiency benchmarks 
through investments

• KE has made huge investments of Rs. 120.7 billion since 2009 including Rs. 81.4 
billion on generation.

• KE’s management installed four new generation plants in the period of 2009 to 
2012 with installed capacity of over 1,000 MW.

• These investments were made to improve the efficiency so that consumers can 
benefit from increased generation. 

• Under the performance based mechanism, the utility has the right to retain the 
earning arising from efficiency gains which is the incentive it gets to continuously 
invest in outperforming the benchmarks and improving service quality.

• Generation plants are long term investments with useful life of 25-30 years. KE 
has invested heavily in generation keeping in view the long term nature of the 
assets and expects to earn a reasonable return through beating the efficiency 
benchmarks. 

• Four new plants installed have been commissioned in the  last 6 years. Revision 
of heat rates in this short span of time is not justified.

• KE’s tariff structure also has an in-built protection mechanism to ensure that 
excess efficiency gains are shared with consumers in the form of clawback. 

• In case of IPPs, NEPRA even allows degradation curve where in KE tariff, no such 
degradation is allowed.

247 MW Combined Cycle Power 
Plant at Korangi Commissioned in 
FY 09 (Completely converted to 
combined cycle in FY 15)

New plants added to KE’s 
generation fleet

200 MW GE Jenbacher (GEJB) at 
Korangi and SITE Commissioned in 
FY 09 to FY 10 (converted to 
combined cycle FY 16)

560 MW BQPS-2 Commissioned in 
FY 12

26



I-MYT Hearing Issues
Whether the request of the Petitioner to maintain the existing target of
auxiliary consumption of 6.1% for its entire generation fleet is justified?

15

• NEPRA approved the heat rates in the 2009 determination on sent out basis while taking into account an 
auxiliary consumption of 6.1%. 

• KE has requested for continuation of the existing heat rates. Accordingly, auxiliary consumption of 6.1% 
should also be continued inline with the heat rates.

• Currently KE’s actual auxiliary consumption is around 7.6%, however, as KE has requested continuation of 
heat rate benchmarks, KE is willing to take the challenge and continue the benchmark of 6.1% for auxiliary 
consumption.

7.5 7.4 
7.6 

8.0 
7.8 

7.6 7.6 

6.1 6.1 6.1 6.1 6.1 6.1 6.1 

FY-09 FY-10 FY-11 FY-12 FY-13 FY-14 FY-15

Auxiliary Consumption %

KE NEPRA Allowed

Burden being 
borne by KE
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I- MYT Hearing Issues

• In the current low inflation scenario, increase in CPI in May 2015 was 3.16%. This meant that with X factor 
applied 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 result in further exacerbating the deficit.

• KE is currently being allowed an increase significantly lower than the inflation itself, whereas several cost heads 
increase faster than the rate of CPI growth. 

• Therefore it is only reasonable to modify the X factor so that KE has some cushion to efficiently manage its 
O&M costs.

Whether the request of the Petitioner to allow efficiency factor “X” as lower of 
2% or 30% of increase in CPI allowing annual indexation in O&M cost component 
of generation is justified? 

16

Whether the request of the Petitioner to allow efficiency factor “X” as lower of 
2% or 30% of increase in CPI allowing annual indexation in O&M cost component 
of Transmission is justified? 

27

Whether the request of the Petitioner to allow efficiency factor “X” as lower of 
3% or 30% of increase in CPI allowing annual indexation in O&M cost component 
of Distribution is justified?  

28

28



I-MYT Hearing Issues

• KE has a Fuel Supply Agreement with PSO which is valid till 2020 and can be further extended with mutual 
consent of the parties. 

Whether the Petitioner has renewed/ entered into long term Fuel Supply 
Agreements (FSA) for firm supply of Furnace Oil? 17

29

• KE does not have a Gas Supply Agreement (GSA) with SSGC which has been pending since the time of 
privatization. It was decided in Cabinet Committee on Energy Crises (CCEC)’s meeting dated July 30th 2009 
that: 

“SSGC will guarantee availability of 276 MMCFD of gas and with adequate pressure which will comprise 
of 236 MMCFD already allocated and additional 40 MMCFD of additional quantities and KE would 
also execute the GSA with SSGC in this regard.”

• KE has been continuously making efforts to enter into a long term GSA with SSGC. After rigorous efforts, a 
payment plan was signed between KE and SSGC to streamline the payment modalities of current and old dues, 
along with minimum quantity of supply for summers and winters. This agreement was renewed in 2015 and 
2016. Under this agreement KE has paid a total of Rs. 12.7 billion to SSGC to settle outstanding arrears since FY 
13. Thereafter KE is receiving relatively stable supply compared to 2011. 

• In the absence of a signed GSA, the payment plan and explicit allocation as per CCEC’s decision will ensure 
smooth gas supply to KE throughout the year. Further KE is in discussion with SSGC to formalize and sign a Gas 
supply agreement as soon as possible. 

• Further, KE in its business plan has diversified its fuel mix with significant additional capacity based on Coal and 
LNG fuel.

Whether the Petitioner has signed Gas Supply Agreement with Sui Southern Gas 
Supply Company (SSGCL) for firm supply of gas?18



I-MYT Hearing Issues

The table below shows plant wise unit sent out of KE’s own fleet and power purchases projected for the next ten years: 

What are the projections of plant wise generation of energy and energy planned to 
be procured from external sources for the MYT control period and what is the 
component wise detail of power purchase cost / price? 

20

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Units Sentout GWh

Own Generation & IPPs with KE's Equity

BQPS-1 3,416 2,940 1,449 1,339 1,318 1,346 1,429 1,478 1,400 1,341 
KCCPP 247 MW 1,255 1,296 1,411 1,447 1,470 1,420 1,274 1,308 1,296 1,296 
BQPS-2 560 MW 4,007 4,036 3,510 4,022 3,955 3,850 3,980 3,476 3,795 3,795 
KGTPS- Jenbacher 508 470 615 460 473 535 504 640 508 508 
SGTPS- Jenbacher 472 471 573 471 471 505 473 576 503 503 
New Korangi Power Complex - 840 1,839 1,149 460 460 460 461 460 460 
New LNG Project - - - - - - - - - 869 
700 MW coal IPP - - - 394 4,743 4,743 4,743 4,756 4,466 3,321 
Engro LNG - - - 3,128 3,120 3,120 2,880 1,892 918 1,208 
New Coal IPP - - - - - - - - 2,234 2,234 
Total 9,658 10,051 9,396 12,411 16,010 15,979 15,742 14,587 15,580 15,535 

NTDC 4,817 4,817 4,817 2,428 - - - - - -
Other External IPPs 2,987 3,320 4,739 4,922 4,603 5,526 6,693 8,813 8,789 9,926 
Total 7,804 8,137 9,556 7,351 4,603 5,526 6,693 8,813 8,789 9,926 

Grand Total Units Sent Out 17,461 18,189 18,952 19,761 20,613 21,505 22,435 23,400 24,369 25,462 

Power purchase cost* PKR/kWh

Fuel cost / Unit 5.88 5.70 5.56 4.93 4.67 4.46 4.53 4.70 4.88 4.97 
O&M Cost / Unit 0.30 0.34 0.36 0.42 0.51 0.48 0.52 0.53 0.55 0.61 
Capacity Payment / Unit ** 1.81 2.29 2.84 3.70 4.44 5.36 5.51 5.62 5.47 5.79 

*Please note that these tariffs are based on certain set of assumptions and the actual tariff will be subject to NEPRA’s determination in future and accordingly the actual power purchase cost will be
passed through in tariff.**Capacity payment per unit rate is calculated at 100% dispatch factor.
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I-MYT Hearing Issues

Given the growing demand of Karachi there is a 
dire need to invest in expanding generation 
capacity, however all this investment in generation 
cannot be on KE’s books given the limited capital 
and borrowing capacity, therefore KE has 
embarked on a plan where it is working on 
expanding its generation portfolio by

a) projects on KE’s own books- Investment 
of Rs. 148 billion

b) projects where KE shall acquire partial 
equity and is directly involved in the 
development phase- Investment of Rs. 14 
billion 

c) projects being developed by external 
developers as pure IPPs, where KE will 
provide bankable securities

Whether any cap on power purchase be placed in relation to the new generation 
by the Petitioner’s own resources?21

As a vertically integrated utility, KE is pursuing a 
comprehensive investment strategy catering 
towards expansion, enhancement, and rehabilitation 
of all 3 of its core functions in a prudent manner.

The demand in the KE system is increasing at a fast 
rate and hence it is important that KE expand not 
only its supply capacity but at the same time 
increase the transmission capacity and upgrade the 
distribution system for the smooth and 
uninterrupted supply of the generated power up to 
the consumer. Therefore it plans to invest Rs. 496 
billion over the next 10 years focusing on:

GENERATION 
RS. 203 billion

TRANSMISSION
RS. 179 billion

DISTRIBUTION
Rs. 108 billion

Vertically Integrated Utility = End to End Planning KE cannot solely focus on Generation 

Cap on power purchases by KE will be counterproductive and prevent the utility from supplying 
sufficient power to the citizens of Karachi, further exacerbating  the demand supply gap.

31



I-MYT Hearing Issues
Whether the plan of the Petitioner to procure 650 MW* from CPPA-G till
2020 is justified? What should be the rates for these purchases i.e. Basket or
Marginal rates? K-Electric to respond this issue in light of CCI decision dated
November 08, 2012.

22

• Any reduction of 650 MW from NTDC at this stage would result in prolonged hours of load shedding across 
the city of Karachi and its industrial zones which would have a negative impact on Pakistan’s economy

• In accordance with ECC’s decision, NEPRA in its determination dated September 29, 2008 stated that KE shall 
be treated at par with other DISCO’s and shall be charged on the basis of similar mechanism as approved 
for XWDISCOs. 

• Accordingly NEPRA has approved KE’s monthly and quarterly tariff determinations using the basket rate, as 
applicable for other DISCO’s. 

• As per the CCI decision of November 8, 2012 communicated to KE by MoW&P, it was decided to devise 
modality for reducing sale of power from NTDC to KE through financing of oil bill to be provided to KE to 
support KE’s generation. 

• Subsequently, KE & MoW&P engaged to resolve the issue and a special sub-committee was also formed by 
Prime minister. Several meetings of the sub-committee have been held and currently negotiations are going 
for new power purchase agreement with NTDC/CPPA-G. 

• As per the negotiations, KE expects the PPA to be extended for next 5 yeas and has included this assumption 
in the business plan. Further, KE has planned to increase the generation capacity and purchase of power and 
targets to be self sufficient by FY 20 in this respect.

• It is important to understand that the fuel costs are pass through in KE’s tariff and therefore if KE is able to 
supply cheap power, the end consumers benefit the most and not the utility itself. 

*It should be noted that matter of purchase from 650 MW is sub-judice and the position taken by KE is entirely consistent with its legal position and rights under 
the law. 32



I-MYT Hearing Issues

• Pakistan has an evolving power market which needs to address several hurdles especially the significant shortfall 
in supply, before it moves towards a competitive structure.

• KE is willing and open to play its role in facilitating the development of a competitive market.

• For all the power purchases NEPRA approves the Generation License (GL) and tariff. The generation License 
approved by NEPRA already  includes a condition for compliance with Competitive Trading Arrangement clause.

• Further, recently  NEPRA has approved several generation projects with overall capacity of over 10,000 MW with 
similar conditions and having duration longer than or equal to 25 years. Accordingly, KE’s business plan envisages 
that future power purchases will follow the same process of generation license and tariff approval with NEPRA.

Whether the planned purchases of K-Electric are in line with the competitive 
market regime (both generation and retail) being envisaged by NEPRA? 23
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I-MYT Hearing Issues

• NEPRA allows IPPs to pass through any additional costs e.g. corporate income tax, WPPF, WWF, PPFME payments, 
CLFME payments etc., to the off taker so that the returns for the sponsors are protected. 

• K-Electric’s I-MYT incentivizes improvement in efficiencies through investments and operational effectiveness.
However, there is absolutely no relationship between K-Electric's MYT and payment of pass through items as 
allowed to IPPs by NEPRA, the latter being a part of power purchases and not efficiency gains.

• Given the status of K-Electric as a private entity with no support of government funding, K-Electric’s capacity to 
fund its operations and run the utility on a sustainable basis will be significantly impacted if it is not in turn 
allowed to pass these costs on to its consumers. 

• The spirit of MYT will be defeated if any efficiency gains are lost through unjustified absorption of IPP related pass 
through payments by the utility. Therefore these supplemental charges i.e WWF/WPPF payable to IPPs should be 
allowed as a pass through item in KE’s tariff.

Whether the Petitioner’s request to allow the supplemental charges i.e. WWF/ 
WPPF payable to IPP’s, as a pass through item is justified? 24

34
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I-MYT Hearing Issues
25

Whether the request of the Petitioner to maintain the existing target with respect to 
T&D losses is justified?

35.9% 34.9%
32.2%

29.7%
27.8%

25.3%
23.7%

22.1% 20.9% 19.8% 18.8% 17.8% 16.8% 16.0% 15.4% 14.8% 14.3% 13.8%

FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26

KE’s current losses are higher than NEPRA benchmark of 15%, however, as KE has applied for a continuation of all 
existing operational benchmarks KE is willing to take the challenge to maintain the T&D loss benchmark. 

15% target line 

• Lack of good governance and urban planning resulting in expansion
of illegal / unapproved areas within the city. (Multiple controls for eg.
CDGK, SBCA, DHA, Clifton, each with its own parameters)

• Urbanization/ influx settling in Karachi resulting in mushroom
growth in the outskirts without planned infrastructure

• Limited access to certain areas due to law & order issues

• Loss reduction is mainly focused through CAPEX-based projects
which require more time to reap the desired outcomes.

Challenges 

54.0% 51.2% 47.2% 44.8% 41.9%

21.2% 19.6% 19.0% 16.6% 15.2%

FY'11 FY'12 FY'13 FY'14 FY'15

HL AND VHL Others

Segmented loss  
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High Loss

Low Loss

IBC Categorization

Orangi 1

Orangi 2

HUB

SITE

Baldia

Surjani

Jauhar

Gadap

Malir

Bin Qasim

Landhi
Korangi

Shah Faisal

KIMZ

Tipu Sultan

Defence

Clifton

Saddar

Lyari II

Liaqatabad

Lyari I

Garden

North Karachi

Note:
IBCs are classified on the basis of aggregate loss of feeders serving them. Hence, high loss areas may consist of low loss feeders 
and low loss areas might include high loss feeders.

25 Continued…..
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26
Whether separate target of losses should be set for Transmission (220 kV) and 
Distribution (132kV and below) segments?

Integrated network planning and load management 

220kV 132kV / 66kV 11kV 400v /220v

Transmission Distribution 

Unique structure 
Unlike other Discos KE operates its own transmission network, planning of which is dependent upon 
the load growth and location of load centers which in-turn are governed under the Distribution (11kV) 
license. 

Operational interdependence
Operationally the performance of various voltage levels are dependent upon consumer demand, hence 
if the distribution (11kV) does not perform optimally this would also affect the transmission’s 
performance. 
This can also be seen in instances of high or low demand, where the load requirement of the 
distribution network determines the transmission loss.  

Thus transmission and Distribution loss target should be kept bundled together 
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29
Whether the planned addition of new connection (i.e. over 800,000 Nos.), demand in MW & Energy 
sale in GWh is justified? K-Electric may provide consumer category wise details in this regard

 The number of new connections is purely related to the
growth on the basis of new load growth

 Additions through NC are estimated based on the
applications received and estimation of the new load
within that vicinity

 There is a major increase in residential category owing
to mega residential housing schemes which are
currently under development such as DHA City, Bahria
Town, Malir Housing Projects, Fazaia Housing Scheme
to name a few

 Through transmission enhancement projects that will 
increase the grids capacity and reliability, new 
connections can now be added 

 Units sent out are expected to increase at a CAGR of over 
4% in the future

 Multi-stories, bounded societies and industries coming 
online in the next 5-7 years, coupled with an equally 
substantial organic growth , growth per capita 
consumption, will significantly contribute to increased 
Sentout

Energy Sales - Sent-out (Gwh)

Customer 
Category FY 15 FY 26

Residential + 
Commercial 2,402547 3,246,372

Industrial 64,993 68,531

PSC 14,588 18,352

Total 2,482,128 3,333,256

Demand MW as already discussed in the business plan slide earlier 

16,111 16,111 16,111 

5,432 5,432 

3,919 

25,462 

FY'15 Organic
 growth

New
connection

FY'26
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30
What are the estimates of year wise improvements in the performance benchmarks of the Petitioner
considering the projected business plan and proposed investments? The Petitioner may submit the
detailed year wise analysis regarding improvement in its performance standards (i.e. T&D losses, LT/HT
Ratio, overloading, SAIFI, SAIDI etc.)

T&D

SAIFI (times)

SAIDI (in minutes)

PKR 108 bn distribution investment
Average expenditure c.11 billion per year

Amounts in PKR Billion

I-MYT Hearing Issues

HT/LT Ratio:
Our current HT/LT ratio is 1:2, which will be improved via managing
distribution transformers by relocation of transformers at load
centers, addition / augmentation / splitting of transformers,
improving joints and connections etc. As Karachi is expected to grow
vertically, we anticipate this ratio to improve to an optimum level
over the time period.
Overloading:
Currently, out of 1,524 feeders, on an average only 15 feeders are
overloaded above their designed capacity. Moving forward, we intend
to add 1,000 new feeders over the control period, thereby reducing
the overloading to negligible levels.

51

43

14

Loss reduction & Network
reliability

Growth Smart Grid

39



I-MYT Hearing Issues

• KE is charging industrial consumers on the basis of TOU rates.

• With respect to residential and commercial consumers, KE has shared its concerns with NEPRA and submitted a 
report with a detailed analysis to a committee formed for this purpose and decision from NEPRA is pending to date. 
KE’s concerns are as follows:

a) Certain commercial entities work during the day and do not fall under the peak and off peak hours. Therefore 
there should be a way to exclude them from TOU tariff.

b) Implementation of TOU tariff should not impact the revenue of KE and hence KE suggests that a quarterly 
adjustment mechanism be developed to account for any increase/decrease in determined revenues of KE due 
to ToU implementation.

Whether the Petitioner has installed TOU meters and is charging its consumers 
on the basis of TOU rates? 31
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I-MYT Hearing Issues

• Bill Collection charges are similar in nature to other supplementary items added in the KE consumer bill such 
as GST, Income Tax Electricity Duty, PTV License Fee etc. 

• KE has no control over how much amount to be charged as these are approved in the past by the State Bank of 
Pakistan in its capacity to regulate provision of banking services to members of the public. These are 
essentially a pass through item.

• Bank charges related to processing of payment and reporting to KE are already being borne by KE and are not 
charged to consumers.

Whether separate charging of Meter Rent* from the consumers is 
justified?

32

Whether separate charging of Bank Collection Charges* from the 
consumers is justified?

33

• Meter rent is recovered as a cost for replacement of meter which is changed after certain period of time as per 
utility practice. Cost for replacement of meter is fully borne by KE in case of any discrepancy which is not 
attributable to consumer, in compliance with NEPRA approved Consumer Service Manual.

• NEPRA, under the tariff determination of 2002, has also recognized meter rent as part of KE’s revenue and 
shown in the P&L of the said determination.

• KE is also responsible for the maintenance of meter and to keep it in perfect running condition. 

* These issues are sub-judice in the Honorable High Court of Sindh and the position taken by KE is entirely consistent with its legal position and rights under the law. 41
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What is the basis of amount being charged in respect of new connections by
K-Electric from different categories of consumers

35

New connections costs are calculated as per prudent utility practices in accordance with NEPRA’s 
consumer service manual chapters 2 & 5, and clause 3(3) NEPRA ECR 2003. Further cost sharing policy 
was recently introduced in line with NEPRA directives communicated vide letter dated 05-04-16.

• All cost estimates issued are prepared in line with prudent utility practices and include cost of 
material (including meter), labor and transport, store and procurement, and supervision 
charges.

42

Whether the non-payment of interest on consumer’s security deposits is 
justified? 

34

• The payment of interest on security deposit is not mandated by law as it is neither covered under the 
Companies Ordinance, 1984 nor NEPRA Act, 1997 read together with CSM, terms and condition of tariff 
and/or Electricity Act, 1910. 

• Furthermore, it has been observed that no other DISCO/Telco or other utility in Pakistan is paying interest on 
security deposit. In these circumstances, in accordance with the approval of the KE Board of Directors in 2012, 
KE discontinued payment of 5% interest on security deposits. 



I-MYT Hearing Issues
What are the concerns of the Petitioner on the application of domestic tariff
for Government office, educational institutions and religious institutes?

36

KE is providing power to these consumers on domestic tariff in line with terms and conditions of tariff and 
currently has no concerns on the same. 

Whether the proposed category wise consumer end tariff is purely cost
reflective? Whether the existing terms & conditions of consumer categories
(including life line) are needed to be revised?

37

KE had submitted cost of service study with respect to NEPRA’s directive based on which schedule of tariff 
was based previously. KE has a performance based tariff where the only adjustments made to schedule of 
tariffs are made with respect to fuel prices (uncontrollable costs) and O&M (adjusted with CPI-X). Therefore, 
the schedule of tariff should continue.

38

Currently there is no tie line between KE and any other DISCO for the mechanism of inter-DISCO wheeling. KE 
will adhere to the guidelines given by NEPRA in future regarding inter-DISCO wheeling mechanism.

What will be the mechanism for inter DISCO wheeling?
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Disclaimer

The projections and forecasts contained in this presentation are only intended for NEPRA for the purposes of evaluating and determining I-MYT for KE.  
The business plan contained in this presentation is based on expectations, estimates and projections at the time of petition filing and hence involve 
numerous economic and business risks and uncertainties which could cause actual results or events to differ materially from those presently anticipated.  

The information contained in this presentation is not intended as a solicitation or recommendation of investments. Under no circumstances should this 
information be relied on or treated as legal or other professional advice. Although KE has taken the greatest possible care in compiling this information, it 
assumes no responsibilities for any reliance for investment decisions placed thereon
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I-MYT Hearing


