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K-Electric Limited 
Directors’ Review 

On behalf of the Board of Directors, we are pleased to present the Company’s half yearly Report together 
with the unaudited Condensed Interim Financial Statements for the six months period ended December 
31, 2020.  

Key operational and financial results are summarised below: 

Financial Review  

During the period under review, the Company showed strong operational performance on the back of 
improved macroeconomic environment subsequent to uplifting of the COVID-19 lockdown along with 
investments of around PKR 26,422 million across the power value chain. As a result, during the period 

 JUL-DEC 

2020 

JUL-DEC 

2019 

OPERATIONAL (UNITS - GWh) 

Units generated (net of auxiliary)  5,376 5,260 
Units purchased 4,432 4,101 
   

Total units available for distribution (sent out) 9,808 9,361 
Units billed   8,344 7,910 
Transmission & Distribution Losses % 14.9% 15.5% 
   

            (PKR - MILLIONS) 

FINANCIAL   
Revenue 153,358 158,388 
 
Gross profit 

 
29,855 

 
24,229 

 
Profit before finance cost 

 
14,248 

 
12,864  

Profit before taxation 8,668 4,817 
Taxation – net (1,796) (2,022) 
Net Profit for the period 

 
6,872 2,795 

  

 Earnings per share-BASIC/DILUTED (Rupees) 0.25 0.10 
     

Earnings before Interest, Tax, Depreciation and 
Amortization (EBITDA) 

24,464 22,230 



under review, units sent out grew by 4.8% along with a 5.5% increase in units billed and 0.6% points 
reduction in T&D losses. This was mainly due to growth in the industrial segment which was 10% higher 
as compared to same period last year. Driven by these operational improvements, the Company’s gross 
profit increased by 23% as compared to same period last year.  

Another major variation is in the finance cost for the period which was around 31% lower than the 
comparative period. This was mainly on account of reduction in KIBOR rates as average borrowing cost 
for the Company decreased by more than 5%, contributing PKR 2.5 billion to the bottom line. 

Update on Significant Matters 

Generation: 

On the self-generation front, the Company continued to make strides on 900 MW RLNG Project. Civil 
structure of critical systems has been completed and installation of Gas Turbine, Steam Turbine and Unit 
Main Transformer for the first unit (450 MW) is in progress.  

Pursuant to signing of Heads of Terms Agreement with Pakistan LNG Limited (PLL) in October 2020 for 
RLNG supply, the Company is in discussions with PLL for signing of GSA for 150 MMCFD RLNG supply. In 
this respect, Ministry of Energy (Petroleum Division) has also directed relevant stakeholders including PLL 
and SSGC to resolve pending issues and to expedite the execution of GSA, to ensure timely fuel supply 
and commissioning of first unit (450 MW) of 900 MW plant by Summer of 2021.  

Subsequent to period under review, in January 2021, OGRA issued Transmission License to the Company 
for construction and operation of spur pipeline for supply of RLNG to Bin Qasim Complex, following which 
construction works on the Spur Pipeline have commenced, with expected completion by March 2021. 

In addition to pursuing the 900 MW project on fast-track basis, during the period under review, the 
Company made simultaneous investment in maintenance and rehabilitation of its existing plants. In this 
respect, annual maintenance at Units 1 and 6 of BQPS-I, major overhaul of Gas Turbine-1 at Korangi 
Combined Cycle Power Plant (KCCPP) and 60k maintenance of six engines and two block transformers at 
Korangi Gas Turbine Power Station (KGTPS) were carried out.  

Further, in line with NEPRA directives, the Company is also pursuing commissioning of High-Speed Diesel 
(HSD) fuel as an alternate fuel at KCCPP.  

During the period under review, BQPS-I was awarded the ISO 55001 certification in recognition of its 
excellent Asset Management System, and as a result, all KE power stations are now ISO 55001 certified.  

Transmission: 

To manage the projected growth in power demand for summer of 2021, KE is in continuous engagement 
with relevant stakeholders including GoP and NTDC for off-take of additional 450 MW through existing 
interconnections as part of the 1,400 MW additional supply committed by Federal Government for 
Karachi. To expedite the process of required rehabilitation and implementation of ‘Cross-Trip’ Scheme to 
be undertaken by NTDC to enable additional supply of 450 MW through existing interconnections, KE 
procured the required hardware and has handed it over to NTDC. It is expected that the required 



rehabilitation works including implementation of ‘Cross-Trip’ Scheme will be completed by March 2021, 
enabling evacuation of additional 450 MW through existing interconnections from April 2021 onwards. 

Further, for off-take of remaining megawatts from the National Grid, the Company has initiated the 
process for setting up of new grids and interconnections at 220kV and 500kV level. In this regard, 
construction works of 220kV Grid Station and its associated Transmission line at Dhabeji have started with 
expected energization by Q3 of FY 2022, whereas, for 500kV KKI Grid and interconnection, tendering 
process has been initiated. As the Company operates under a cost-plus tariff regime, the Company 
remains in continuous engagement with NEPRA to expedite the approval process for required investment 
in the MYT. 

Moreover, to finalize contractual modalities for off-take of additional power from the National Grid, KE is 
in discussions with NTDC and CPPA and the same are in advanced stages.  

The Company also plans to undertake significant investments in the rural segments of its service territory 
by upgrading its infrastructure to meet the increasing load profile which will also facilitate economic 
activities in these areas. In this respect, KE has planned phase wise rehabilitation of existing transmission 
lines from Hub-Chowki to Bela grid for which phase-1 has already started with expected completion by 
end of FY 2021, while phase-2 has initiated from December 2020, with expected completion within a year. 
Also, in parallel to rehabilitation, enhancement of grids in Vinder, Uthal & Bela is planned including 
upgradation from 66 kV to 132 kV levels along with commissioning of new lines.  

Distribution: 

In the distribution segment, the Company has planned projects aimed at loss reduction, safety 
enhancement and network improvement. Aerial Bundle Cabling (ABC) roll-out continued with over 750 
Pole Mounted Transformers (PMT) converted to ABC during first half of FY 2021, and the Company aims 
to convert all high loss PMTs to ABC by 2023, which combined with community engagement and 
upliftment initiatives would enable to continue with the loss reduction trajectory and exempt over 93% 
of service area from load-shed.  

During the period under review, the Company launched second phase of Project Sarbulandi; a 
transformational project that aims to uplift underdeveloped areas of Karachi. Initiatives under Project 
Sarbulandi focus on improving network health, minimizing commercial losses through ABC conversion, 
increasing recoveries and upliftment of areas through community engagement activities. KE has 
successfully removed over 90,000 hook connections from different areas under Project Sarbulandi along 
with installation of around 55,000 meters through Mobile New Connection Van (MNCV) and 16,000 Asaan 
Meters in targeted areas during the first half of FY 2021.  

Moreover, KE remains committed to invest and improve network health, reliability and safety. In this 
regard, the Company’s planned initiatives include capacity enhancement through addition of feeders and 
PMTs, network safety initiatives such as Public Accident Prevention Plan (PAPP) and a PKR 9.5 Billion Rain 
Emergency Rehabilitation Plan (RERP) would help improve network resilience. Supplementing the loss 
reduction and network and safety enhancement initiatives, the Company has introduced Advanced 
Metering Infrastructure (AMI) and smart meters have been installed at PMT and large industrial consumer 
level, to improve energy Management. 

 



Business Development: 

As part of the diversification strategy, a wholly owned subsidiary named KE Venture Company (Pvt) Ltd 
(KEVCL) has been incorporated. KEVCL will be the holding company for the different initiatives taken by 
the Company in the energy sector in Pakistan with focus initially on exploring investments in the 
Renewable Energy space. Additionally, another company, K-Solar, has been incorporated under KEVCL; 
which would be targeting the Distributed Generation business. 

KE has started development process for setting up solar power projects of 150 MW capacity at Vinder, 
Uthal and Bela under IPP structure. In addition to diversifying KE’s fuel mix, completion of the project 
along with the new double circuit 132 kV transmission line as planned will also support commercial and 
industrial activities in the area.   

During the period under review, Lotte Pakistan has started supply of power to KE from its captive unit 
under the Power Acquisition Contract (PAC) for upto 14 MW. Additionally, KE and Lucky Cement have 
negotiated and submitted PAC for supply of 5 MW to DHA City Karachi for NEPRA’s approval. 

Corporate Social Responsibility: 

As an integral part of Karachi, KE is committed to serve it and uplift it. As such, KE practices a robust 
sustainability program, aimed at economic empowerment via health, education, and community 
upgradation.  

Community development & upliftment is an integral part of KE’s social initiatives. For this, its flagship 
Project Sarbulandi was launched. Under the Sarbulandi umbrella, the Company has engaged with 384 
communities, interacting with over more than 3 million community residents. Over the past year alone, 
76 economically vulnerable communities were engaged with. The Company hosted 32 free health camps, 
where over 5,000 individuals were treated. Additionally, 2 schools at Landhi and Lyari were renovated. 
This has benefited around 850 students through provision of a safe studying environment, clean access 
(removal of garbage dumping site) and provision of playground facilities. The Company also conducted 
community safety awareness sessions around monsoon preparations and COVID-19 through 314 mosques 
and 6 churches in high-risk areas of the city, with approximately 92,000 persons reached. In further efforts 
to uplift the targeted areas, 2 water filtration plants were installed in Surjani, and Orangi Town for 
provision of potable water directly benefiting more than 15,000 individuals.  

KE has also enabled enhancement of sporting activities within these communities. The Company 
renovated a community football ground, making it usable and safe for around 6,000 children annually in 
Orangi Town. 12 community-based cricket teams also participated in the KE Sarbulandi Sports tournament 
where 240 community players got the chance to showcase their talent. 

In addition, during the year, dry rations were distributed in rain affected pockets of the city including Lyari, 
Orangi, Gadap, Malir, Surjani, in collaboration with Saylani Welfare, which covered 1,000 families. KE also 
provided capacity building and COVID-19 Support to 64 front-line community clinics operated by HANDS 
and SINA welfare.  

Other Significant Matters 

Growing Receivables from Government Entities and Departments 



As of December 2020, KE’s net receivables from various Federal and Provincial entities, stood at around 
PKR 78 billion on principal basis. The backlog of receivables continues to have a consequential impact on 
the Company’s cashflow position, significantly hampering Company’s ability to enhance the pace of 
investment in power infrastructure.  

With regard to a sustainable resolution to the issue of receivables and payables, discussions around 
finalization of Terms of Reference (ToRs) to resolve historic disputes via arbitration involving relevant 
parties are ongoing, along with implementation of a mechanism to prevent such disputes arising in the 
future. These discussions are being facilitated by the Privatization Commission. The Company remains in 
continuous engagement with relevant stakeholders and seeks a fair and equitable resolution to the issue 
in accordance with the law. 

Safety Incidents – July & August 2020 Rains 

As part of its commitment to continue strengthening the reliability and safety of its network, the Company 
revisited safety practices and completed revalidation of earthing and grounding of all low-tension (LT) 
poles. 

Further, KE continues to pursue the matter of illegal encroachment of KE’s network by TV and internet 
cables and is continuously removing these illegal cables from its network. KE also seeks support from 
relevant authorities to combat external factors including theft of earthing / grounding material and illegal 
/ unsafe use of KE’s network. 

NEPRA issued a Show Cause Notice to the Company on November 18, 2020 for the alleged public fatalities 
during the torrential rains in July and August 2020 while acknowledging that majority of the incidents 
occurred outside KE’s purview. KE is a responsible corporate entity and has filed its detailed response and 
will continue to take all the required remedial measures and explore areas for power infrastructure 
improvement to strengthen reliability and safety of power supply.  

Authority Proposed Modification in Distribution License of KE 

Pursuant to the Honorable Supreme Court’s order dated September 01, 2020 in relation to proceedings 
under Section 26 of the NEPRA Amended Act, 2018 on exclusive distribution rights given to the Company, 
NEPRA invited comments from stakeholders, and a public hearing was held in the matter on September 
21, 2020.  

The Company highlighted that the Authority Proposed Modification was in fact against the public interest 
due to increase in cost for regulated consumer segments on account of increase in idle capacity, increase 
in T&D losses and avoidance of cross subsidy/social obligation cost. As a result, due to these factors no 
level playing field is provided, and therefore a policy clearly and comprehensively mapping out the 
transition plan to move towards open markets should be formulated at first. Further, decision on the 
matter is awaited. 

Government Policies & Changes to Sector Landscape 

In a move to enhance consumption from the National Grid facing exorbitant capacity costs, the GoP has 
decided not to allow fresh gas connections and disconnect supplies for captive power plants. This will 
result in a shift of captive power plants to the National Grid and KE Grids, which is expected to be further 



supplemented by reduced power rates on incremental consumption by industrial consumers, thus having 
a positive impact on utilization.  

Further, the regulatory landscape in Pakistan is set to change with implementation of Competitive Trading 
Bilateral Contracts Market (CTBCM) model to introduce a competitive wholesale electricity market across 
the country. NEPRA through its determination dated November 12, 2020 approved the detailed design of 
CTBCM, however, NEPRA has not approved the proposed integration of KE and directed KE to evaluate 
and develop its plan for transition towards CTBCM in consultation with relevant stakeholders. 

While the Company is in the process of evaluating and developing its plan for implementation of CTBCM 
in KE’s area, it is important to ensure a sustainable and orderly transition with resolution to all policy and 
regulatory matters, providing a level playing field for all. 

Auditors’ Observation: 

With respect to the ‘Emphasis of Matter’ in the Independent Auditors’ Report to the members, it is 
informed that: 

As explained in Note 12.1.1 to the Condensed interim financial statements, the mark-up/financial charges 
on outstanding liabilities due to government-controlled entities will be payable by the Company only 
when it will receive mark-up on outstanding tariff differential claims from GOP and energy dues of the 
public sector consumers. This narrative of the Company is duly supported by legal advices obtained in this 
respect. 

As explained in Note 12.1.3 to the condensed interim financial statements, the Supreme Court of Pakistan 
vide its decision dated August 13, 2020 has declared the Gas Infrastructure Development Cess (GIDC) Act, 
2015 to be valid. In this respect the Company’s suit is pending before the High Court of Sindh on the 
grounds amongst others that the Company falls within the category of gas consumers who have not 
accrued the GIDC in their books and have neither recovered nor passed it on to their consumers. 

Board of Directors (BOD) 

During period under review, Riyadh S.A.A. Edrees resigned from the position of Chairman and Director 
and Shan A. Ashary was elected as Chairman of the Board of Directors of the Company effective 
September 07, 2020, whereas Mustafa Nasir Farooki filled-up the casual vacancy effective December 05, 
2020. 
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