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IPP-like crisis looms large in gas sector 
--------------------------------------------------- -----
----------- 
M. Ziauddin 
 
ISLAMABAD, April 19: An IPP-like crisis is about to hit 
the gas  
sector as well, as the government has decided not t o 
honour the  
agreements entered into with international oil and gas 
exploration  
companies under the 1994 petroleum policy. 
     
The decision of the government follows the discover y by 
various  

Comment [E1]: Just picked a day from 1999 when 
this whole business started and interesting to see so many 
stories related to the topic at hand 

Comment [E2]: Energy crisis was already looming 
back in 1999 and was probably created to sell people the 
idea of privatization as the cure. 1999 is when KESC was 
originally supposed to be sold. At the time (and certainly 
in early 2000, the price per share of KESC was close to 
Rs 15 per share 



international exploration companies, over the last four 
years, of  
new gas reserves amounting to as much as eight tril lion 
cubic feet  
(TCF) - almost equal to the reserves of Sui fields.  
     
The government claims that it can refuse to buy the  new 
gas by  
invoking one of the clauses of the agreement which says 
that "The  
President (Pakistan) may not purchase...". 
     
The government has taken the position that the term s of 
the  
agreement with the foreign exploration companies un der 
the 1994  
petroleum policy were as unfavourable to the countr y as 
they were  
under the power policy of 1994 which had given birt h to 
the IPP  
crisis.  
     
The two specific objections that the government has  
raised vis-a- 
vis these agreements concern the price at which the  
producers would  
sell the new gas to the buyer (the government) and 
secondly the  
permission to the seller to repatriate as much as 7 5-85 
per cent of  
the price out of the country in foreign exchange. 
     
Officials said that the 1994 petroleum policy had p egged 
the  
purchase price of the new gas from the producers to  the 
world fuel  
oil prices instead of that of crude oil. 
     
Under this clause, they said, Pakistan would have n o 
significant  
financial or economic advantage in buying gas from its 
own fields  
as the government would be purchasing this gas at t he 
rate of fuel  
oil import prices and then 75 to 85 per cent of thi s 
price would go  
out of the country in the shape of foreign exchange . 
     
In fact, according to the official claim, the local gas 
will become  
50 per cent more expensive than what the government  is 
already  
paying for the gas from companies producing from th e old 
wells. 
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Deal signed by Hubco, govt & Wapda 

Comment [E3]: But the foundation of the crisis were 
laid in 1994. 

Comment [E4]: Policies were put in place so that 
buying our own gas was much more expensive than 
importing it… 



--------------------------------------------------- -----
----------- 
Staff Reporter 
 
KARACHI, April 19: Hubco on Monday signed a standstill 
agreement  
with the government and Wapda under which no party will 
initiate,  
procure or proceed further with any litigation agai nst 
one another. 
     
In a notice sent to Karachi Stock Exchange, the com pany 
said that  
the parties have further agreed to enter into 
negotiations for the  
resolution of all disputes, including these relatin g to 
tariff,  
with good faith and without any prejudice. 
     
The agreement will remain in operation till May 18,  1999 
or  
earlier, if disputes resolved, or any other date 
mutually agreed by  
the parties. 
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--------------------------------------------------- -----
----------- 
Contracts should be respected, says IMF chief 
--------------------------------------------------- -----
----------- 
Shaheen Sehbai 
 
WASHINGTON, April 22: Pakistan and other countries in a 
similar  
situation should decide for themselves whether to 
default on  
international bonds or to keep making the payments,  IMF 
Managing  
Director Michael Camdessus said on Tuesday. 
     
" Contracts must be respected; countries should not 
default on bonds  
or whatever other instruments  ... we are not saying to 
the country  
you must pay that or that, or pay this one, don't p ay 
that one.  
This is a decision for the country to take," he tol d a 
news  
conference to mark the beginning of the IMF spring 
meetings here. 
     
A Pakistani delegation, led by State Bank Governor Yaqub 
Khan, is  
also attending these meetings where major global 
economic and  
financial issues would be discussed between IMF mem bers. 
Side  
meetings of groups of 10 and 24 are also planned. 

Comment [E5]: The crisis was because of the bad 
deals with IPPs but guess who came to their defense to 
force the issue? IMF of course 



     
The IMF chief was specifically asked what was the F und 
position on  
defaults on bonds, specially by Pakistan and Russia . 
     
" Contracts are sacrosanct ," he said, adding: "And bond 
contracts no  
more sacrosanct than the others, but equally, 
certainly", he  
stated. 
     
But, he explained that there were situations of ext reme 
illiquidity  
for a country, or at times insolvency, and there th e 
international  
community must deal with the situations of objectiv e 
risk of  
default of a country. 
     
"Here we are not saying to the country you must pay  that 
or that,  
or pay this one, don't pay that one. This is a deci sion 
for the  
country to take. Our line, and of course, this line  is 
quite  
strongly correlated to our effort to involve the pr ivate 
sector  
more in forestalling and resolving financial crises , is 
not to  
allow a significant reduction in outstanding commit ments 
of the  
private sector in a situation of crisis. 
 
--------------------------------------------------- -----
----------- 
PC, Freedom of Information Act: APNS to submit draf t to 
govt 
--------------------------------------------------- -----
----------- 
 
KARACHI, April 21: The All Pakistan Newspapers Soci ety 
has decided  
to put forth its draft to the government for the Fr eedom 
of  
Information Act and the Press Council, stated the 
Secretary General  
APNS, Arshad Zuberi. 
     
The government's draft about the act, the council a nd 
the revised  
Press and Publication Ordinance, was considered by the 
APNS  
executive committee at its meeting in Lahore on 
Wednesday, which  
found a number of clauses in the government draft 
archaic and not  
in consonance with the ground realities. 
     
The committee directed Mr Zuberi to circulate the 
government draft  
on the three vital issues, having a direct bearing on 
the print  

Comment [E6]: And they were talking 
“transparency” even back then. And what became of  
this “Freedom of Information Act”? Well, we all 
know… 



media, to all members of the APNS for eliciting the ir 
views which  
should be placed before a committee to be formed by  the 
APNS  
president, Mir Shakilur Rehman to finalize the soci ety's 
response  
so that a meaningful dialogue could be held with th e 
government. 

 
--------------------------------------------------- -----
----------- 
Wapda pays 54pc of its revenue to buy power from IP Ps 
--------------------------------------------------- -----
----------- 
Staff Reporter 
 
LAHORE, April 22: Wapda is paying 54 per cent of its 
revenue to  
purchase 23 per cent of electricity from the indepe ndent 
power  
producers (IPPs). 
     
This was stated by Wapda deputy chairman Maj Gen Sa rfraz 
Iqbal  
while addressing the executive committee of the Lah ore 
Chamber of  
Commerce and Industry (LCCI) on Thursday. 
     
He asserted Wapda is trying its best to solve its 
dispute with IPPs  
in the best interests of the nation. He said he did  not 
wish to go  
into details as to who is responsible for these 
agreements .  
     
'However I assure you that the Wapda chairman has b een 
authorized  
by the government to settle the issue for good and we 
are working  
on it day and night. If you have any proposals in t his 
regard, we  
will like to study it as well,' he asserted. 

 
--------------------------------------------------- -----
----------- 
ADB to provide $125m for KESC restructuring 
--------------------------------------------------- -----
----------- 
Ihtashamul Haque 
     
ISLAMABAD, April 21: The Asian Development Bank (AD B) 
will provide  
250 million dollar power sector loan to Pakistan, o f 
which 125  
million dollars will be spent on the financial 
restructuring of  
Karachi Electricity Supply Company (KESC). 
     
"An ADB appraisal mission is arriving here in the f irst 
half of May  
to discuss and finalize details about the power sec tor 
loan after  

Comment [E7]: WAPDA was already being screwed 
by the IPPs 

Comment [E8]: IMF/World Bank’s “regional 
enforcer” ADB was already manipulating things to set up 
the KESC swindle. ADB/IMF/WB/WTO are the main 
force perusing robbery through privatization.  



which the proposal for loan of 250 million dollars will 
be  
presented in the Bank's board meeting", said 
M.F.W.Zijsvelt,  
Resident Representative of the ADB in Islamabad. 
     
Speaking at a news conference here on Wednesday, he  said 
that 125  
million dollars were expected to be disbursed for t he 
restructuring  
of the KESC so as to effectively privatize the 
organization.  "The  
financial restructuring of the KESC is must for its 
privatization",  
he said hoping that the ADB loaning for the KESC wi ll 
help remove  
its financial problems and effectively address the issue 
of line  
and distribution losses. 

 
--------------------------------------------------- -----
----------- 
Strong foreign support extends gains to share index  
--------------------------------------------------- -----
----------- 
Staff Reporter 
 
KARACHI, April 23: Stocks on Friday finished with a n 
extended gain  
followed by strong foreign support in some leading 
pivotals  
allaying fears of hasty unloading by weak-holders o wing 
to a long  
weekend ahead because of two Ashura holidays. The i ndex 
recovered  
another 28 points at 1,071.12. 
     
The market may have more than one reasons not to be  
weighed down by  
the bearish perceptions associated with a four clos ures 
as it  
picked up the positive signals emitted by the adven t of 
strong  
foreign buying on selected counters.  
     
The KSE 100-share index finished with an extended g ain 
of about 28  
points or 2.5 per cent at 1,071.12 as compared to 
1,043.16 a day  
earlier as all the base shares virtually raced towa rd 
their pre- 
reaction levels under the lead of PTCL. 
     
The breach of the psychological barrier of 1,100 po ints 
now not  
appears to be a distant possibility as another push  in 
the PTCL  
could put it well above this level, said a leading 
analyst Faisal  
Abbas of AHRA. 
     



" Massive buying in PTCL by Morgan Stanley for the la st 
two sessions  
seems to be the chief bullish factor behind the cur rent 
run-up ", he  
claimed adding "the terrible shortage of the floati ng 
stock in  
Engro Chemical could be the contributory bullish fa ctor 
in the  
coming sessions". 
     
Analysts at KASB & Co said revival of foreign buyin g in 
PTCL and  
some other pivotals signals a major shift in the 
investor  
perceptions and what makes it more significant is t hat 
moping up  
operation came at the weekend when locals were 
predicting a big  
sell-off ahead of four closures. 
     
The market will now re-open on next Wednesday after  
official  
closures and two public holidays on next Monday and  
Tuesday on  
account of Ashura. 
     
"No one could deny the fact that the local politica l 
scenario is  
tense after the conviction of Benazir Bhutto for fi ve 
years on  
corruption charges and the consequent protest ralli es by 
the  
People's Party, its impact on stock trading appears  to 
be a market  
factor", floor brokers said. 
     
They said although the signals from the donor count ries 
about the  
implementation of contracts signed before the relea se of 
IMF credit  
line of $1.5 billion are not too encouraging, inves tors 
are not  
worried on this count, said a leading broker. 
     
However, the conflicting news about the settlement of 
IPP issue did  
certainly worry them as the future outlook of the m arket 
largely  
tied to it, he added. 
     
Trading volume fell to 113 million share from the 
previous 119  
million shares but gainers held a strong lead over the 
losers at 67  
to 49,with 33 shares holding on to the last levels.  
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Comment [E9]: Not related directly to KESC but 
interesting to note that Morgan Stanley made a killing in 
PTCL privatization 

Comment [E10]: Interesting in that the IPP 
settlement issue was being used as an excuse for 
volatility in the market 
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Power thieves 
--------------------------------------------------- -----
----------- 
Ardeshir Cowasjee 
 
THE dynasty began with Pir Syed Raja Shah Bokhari  of 
Shah Jewna. He  
studied at Chiefs' College (otherwise known as 
Aitcheson) from 1888  
to 1899. In 1910 he was appointed by the British as  an 
honarary  
magistrate to do justice in Jhang, which he did 
judiciously,  
earning the acclaim of the people. In 1915 he died,  a 
respected  
elder of the community, respected by rulers and the  
ruled. It was  
he who founded the Shah Jewna stud farm. 
     
Bokhari's only child, Syed Abid Hussain, was born t he 
year he died.  
He, following in his father's footsteps, studied at  
Chiefs' College  
from 1924-1930. He ran the stud farm, improving and  
increasing the  
bloodstock. He farmed, he did all the right things that 
were done  
in those days. During World War II, the British gav e him 
the rank  
of an honorary colonel and he helped the war effort  by 
supervising  
recruitment in his area. He was elected a member of  the 
Legislative  
Assembly of India in 1946, together with Jinnah and  the 
others.  
Come Pakistan, and he served as a minister in the 
central  
government and then in the government of West Pakis tan. 
His forays  
into Pakistani politics were short. During the 1965  
elections, for  
supporting Fatima Jinnah and opposing Ayub Khan, he  was 
arrested. 
     
Before he died of cancer in 1971 he cautioned his o nly 
child, his  
daughter who he called his son, Syeda Abida Hussain  to 
the world,  
Chandi to her friends. Politics, he told her, is a dirty 
game  
anywhere and in Pakistan more so. Remember, if you lie 
down with  
dogs you get up with fleas. And, quoting Shakespear e, he 
forewarned  
her "Neither a borrower nor a lender be."  
     
It was twenty-five years ago that I first met Chand i, in 
1973. She  

Comment [E11]: This and Ayaz Amir’s piece below 
also have nothing to dowith KESC directly but included 
to give a picture of the way things were back in 1999. 
Feel free to skip these two. 



was neither a borrower nor a lender but had opted t o 
play the dirty  
game. The previous year she had been elected an MPA  of 
the Punjab  
Assembly, on a PPP ticket, to one of the reserved s eats 
for women.  
She resigned her membership of the PPP in March 197 7 and 
joined the  
NDP. She contested the famous abandoned elections t hat 
year on a  
PNA ticket. In Zia's 1985 elections, she was electe d 
from NA69 and  
became the first woman to sit in our National Assem bly. 
She stood  
as an independent in 1988 and was re-elected, then lost 
the 1990  
elections but joined the Jatoi caretaker cabinet of  that 
year and  
meekly watched Mustafa Jatoi dole out plots of land s 
which were not  
his to gift. In 1991, Nawaz Sharif sent her as his 
ambassador to  
Washington, from which post she resigned when Nawaz  
Sharif was  
forced out in 1993. She officially joined the Musli m 
League in 1994  
and was again elected to the National Assembly in 1 997. 
     
Now she has been accused of power theft and is brac keted 
with such  
lowly-life as former provincial minister Mian Miraj  Din, 
party  
tough, the srong-arm man put in charge of transport ing 
the Lahore  
PML 'activists' to Islamabad for the November 1997 raid 
on the  
Supreme Court. He was forced to resign his provinci al 
ministership  
of excise and taxation when accused of power theft and 
was  
compensated by being awarded the lucrative waste pa per 
disposal  
government contract for Punjab and the NWFP. Last w eek, 
whilst the  
Mian was on one of his bi-weekly visits to his home town, 
Miraj Din  
made an impassioned plea to be restored to favour, to be 
given a  
chance to restore his 'lost honour,' "Mian saab, me ri 
jan chhorao,  
hun tey baut ho gayee aya." 
  
We may hold Chandi responsible for many of our ills  
(though she  
refuses to admit that she understands what collecti ve  
responsibility entails) but not even her worst enem y 
could believe  
that she would filch electricity. The military men of 
WAPDA do have  
evidence of power theft at her farm, of meters havi ng 
been tampered  



with. Fair enough. But if this be so, says Chandi, then 
she has  
either been framed or fixed. Most who know her and know 
politics,  
her rivals, her detractors, and her government, bel ieve 
her. 
     
When all this broke in the press, I looked at my KE SC 
meter stuck  
on the wall of my garage together with the KESC fus e 
boxes. It  
bears two KESC paper seals. When anything blows, th e 
KESC repair  
men arrive, tear the paper seals and fiddle around with 
fuses and  
wires. They also call to read the meter. Who knows what 
happens  
when they break the seals for whatever reason? I ha ve no 
idea what  
is inside the meter box. I have no idea whether the  
meter has been  
'tampered' with, whether it is running fast or slow . How 
familiar  
could Chandi be with all her WAPDA meters? 
     
Now to what Chandi can be blamed for. Her fault is not 
power theft,  
but the fact that she joined a party of thieves and  
defaulters,  
remained with a party of thieves and defaulters, se rved 
a party of  
thieves and defaulters. She, with the rest of today 's 
politicians,  
both in and out of power, can be accused of theft o f 
another sort,  
the theft of political power, of depriving the peop le 
and the  
country of their assets and due rights. 
     
Does she not know that those who lead her party, he r 
fellow  
ministers, prime and others, have borrowed money fr om 
the  
government banks and financial institutions, money that 
they could  
never have borrowed had they not been in power, and  
money that  
certainly no respectable leading private bank would  lend 
to them?  
Does she not know that the defaulters of her party claim 
to be  
technical defaulters and that some of the leading 
defaulting lights  
are attempting to have the laws of the land changed  so 
that they  
may not have to pay interest? 
     
Does Chandi not know who it was that stormed the Su preme 
Court in  
1997 and the reason for the storming? Does she not 
remember how  



incorrectly and contrary to rules Constitutional 
Amendments 13 and  
14 were rushed through the National Assembly in tru ly 
indecent  
haste? Does she know that a petition concerning the  
allotment of  
thousands of plots by the then Punjab Chief Ministe r 
Mian Nawaz  
Sharif is pending in the Supreme Court, that it has  not 
so far come  
up and will not come up before July of this year, a fter 
the  
retirement of the present Chief Justice? Does she n ot 
know how the  
judiciary is pressured and prevailed upon to hear a nd 
not to hear?  
For instance, petitions regarding the unlawful ISI 
distribution of  
money, the award of wheat contracts by the prime 
minister, his  
misuse of power in putting pressure on the banks to  
settle loan  
matters out of court, all of which Chief Justice Sa jjad 
Ali Shah  
was to hear had he not been forced out, remain pend ing 
in the  
Supreme Court. 
     
Is Chandi not a party to the stifling of parliament ary 
dissent,  
having voted for the 14th Amendment? Was she not a party 
to the  
proposed impeachment of a president of the republic  
merely to shunt  
him out for purposes of expedience? Is she not one of 
those hoping  
to push the 15th Amendment Bill through parliament?  
     
Her father taught her enough for her to know that a s a 
federal  
minister, whilst sitting in the cabinet and irrespe ctive 
of the  
portfolio she holds she bears equal responsibility with 
the rest of  
the members for all wrongs that are done, whether t hey 
relate to  
population or to poppy seeds. Now she maintains tha t her 
'honour'  
has been tarnished. Does she not realize that it wa s 
tarnished the  
day she associated herself with one of our politica l 
parties and  
assumed a position of power? 
     
She had wanted to resign for months, and finally sh e has 
resigned,  
whether voluntarily or otherwise. All for the bette r. 
There may one  
day be in-house changes and, if she keeps her head and 
talks less,  
she stands a good chance of coming back in a higher  
position. By  



her own admission she is only 53, young in politics . 
Time is on her  
side. 
     
As this goes to press we read of another woman, a 
younger woman,  
Benazir Bhutto, who has often been accused of thiev ing 
power of the  
political sort and who now has been convicted for h er 
thievery.  
"Plunderers of wealth punished for the first time, says 
Nawaz,"  
roars one headline (The Nation, April 17). A more 
perceptive and  
prescient Muslim Leaguer, Syed Kabir Ali Wasti, 
commented, "The PML  
government had set a wrong precedent of conviction of 
the leader of  
the Opposition.......". 
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Justice with unclean hands 
--------------------------------------------------- -----
----------- 
Ayaz Amir 
 
WHAT we are seeing is the playing out of a tawdry 
tragedy, a once- 
upon-a-time Joan of Arc, a beacon of hope and light , 
brought down  
by her greed and folly. Benazir Bhutto's crime is n ot 
that she  
rifled the exchequer and pocketed commissions on st ate 
deals. If  
this was a punishable crime in Pakistan half the 
country's  
governing class, a mighty tribe with tentacles far and 
wide, would  
have to be marched before a firing squad. 
     
Her real crime is that she threw caution to the win ds. 
She was  
always arrogant and in power became overbearing. It  was 
this which  
tempted the fury of the gods. That the gods made Se nator 
Saifur  
Rehman the dubious and cross-grained instrument of their 
wrath is  
another matter. When history turns to record these 
events-- that is  
, if history will ever be concerned with Pakistan's  
pathetic  
tragedies-- it will not linger over the names of 
executioners and  
hangmen. It will record such events and move on. Th ere 
was no one  
with greater promise than Benazir. There is no one who 
has fallen  



harder than her. 
     
The story could be called 'the queen's necklace'. B uying 
an  
expensive necklace with laundered money and being c aught 
in the  
act. For this misjudgment alone she deserves no 
leniency. From our  
rulers we might not expect the wisdom of Solomon bu t 
when loading  
their pockets they might at least not behave like 
careless  
amateurs. Benazir's Swiss accounts therefore are no t so 
much a  
moral outrage as an insult to our intelligence. 
     
The commercial success of the Sharif dynasty has be en 
handled more  
adroitly and indeed professionally. Whatever carpin g 
critics might  
say, the trail of incriminating evidence is thinner , the 
links  
between suspicion and reality enveloped in a cloud of 
smog. Unpaid  
loans worth billions of rupees are of course an obv ious 
problem  
because the amounts involved and the red ledgers wi ll 
not simply  
disappear. But at least there has been an attempt t o 
proffer  
excuses and face-saving devices.  
     
No matter if the Sharif dynasty is offering rundown  
assets for its  
unpaid loans.  No matter if a London court has passed a 
decree  
against members of the clan for another unpaid loan  (the 
news of  
this in Pakistani papers must have come as an 
embarrassment for the  
ruling family).  But at least these matters are being 
handled  
professionally with the best advice that is availab le. 
Benazir and  
her husband by contrast deserve to be hanged for th eir 
bad verses. 
     
The only problem is that the hanging is being done with 
soiled  
hands.  It is being carried out by those who, if there 
was any  
justice here, would also be at the stake giving des erved 
company to  
Benazir and Asif Zardari. This is what detracts fro m the 
merit of  
the sentence passed against  the two and precisely this 
which is  
earning them a measure of sympathy, although the he avens 
know that  
the audacity and indeed brazenness of their actions  
offer few  
grounds for sympathy. 



     
It is the laughable one-sidedness of this process w hich 
accounts  
for the curious paradox we are witnessing.  While there 
is no  
outpouring of support for Benazir and her husband, no 
cries of loud  
outrage that they have been treated badly, it is al so 
true, and  
this is where the paradox rests, that their convict ion 
has not been  
hailed, except by official loudspeakers and trumpet ers, 
as a  
triumph of unqualified justice. 
     
Although before the bar of public opinion both are 
considered  
guilty - this collective feeling having nothing to do 
with judicial  
quibbles, abstruse technicalities or even what the 
Supreme Court  
may eventually decide - mass opinion is less than 
convinced about  
the cleanness or impartiality of the process which has 
brought them  
to destruction's door. It sees the show for what it is: 
a power  
play and not the pursuit of justice.  Small wonder then 
if lack of  
sympathy for Benazir is matched by a monumental dis trust 
of the  
Ehtesab Bureau's brand of selective accountability.  
     
Even so, the gloomy assessments of what Benazir's 
conviction and  
disqualification from public office might mean for the 
country's  
politics are exaggerated. No one thinks of Benazir as a 
martyr, she  
having lost that halo much before her appetite for 
queen's  
necklaces came to the public's attention. According ly, 
the people  
of Balochistan are not going to fret if a Punjabi b ench 
has  
sentenced a Sindhi leader. As for the Sindh card an d the 
alienation  
of Sindh, it is a theme which was worked to death d uring 
the Zia  
regime. 
     
What Pakistan is suffering from is the alienation o f the 
people and  
this circumstance is neither going to increase nor 
decrease because  
of Benazir's ouster from the political arena. Altho ugh 
before there  
is a rush to judgment on this score it should be bo rne 
in mind that  
no one knows what might happen in the Supreme Court . 
Once the  



matter is there it might turn out that Benazir's 
political demise  
is being prematurely celebrated. 
     
For argument's sake, however, the assumption is eas ily 
tested.  
Pakistan's present political line-up is such that t he 
ouster from  
it of any political joker would not make the slight est 
difference  
to the health of the people of Pakistan. This appli es as 
much to  
the PPP as to the ruling party or the ridiculous fi gures 
staging  
their pantomimes on the fringes of the political sc ene. 
The nation  
is heartily sick of its assorted redeemers and woul d 
lose no sleep  
if any of the messiahs in the Muslim League or the PPP 
are force- 
marched into the shades. Parliament already is a ci pher 
and a  
vacuum. How would it become a greater vacuum if Ben azir 
is drummed  
out of the National Assembly and Zardari from the 
Senate?  
     
A political vacuum is created when a political choi ce is  
eliminated. Benazir represents no choice except 
arrogance and the  
greater adornment of her purse. Cruel though it may  be 
to say so,  
her fate no longer is of any concern to ordinary pe ople. 
Much the  
same is true of Nawaz Sharif and his knights of the  
round table.  
For a brief moment the hopes of the nation were fix ed 
upon them.  
Forgetting that Nawaz Sharif was a product of the s ystem 
he was  
vowing to change, the people of this country, their  
gullibility  
seemingly endless, expected that he would change th eir 
destiny.  
That foolish moment has been swept away on the tide  of a 
fresh  
cycle of cynicism. 
     
The public's sensibilities have been honed to such a 
pitch that if  
ever avenging angels pursue Nawaz Sharif, no tears will 
be shed at  
his predicament.  As a consequence of the concentrated 
political  
knavery they have been seeing over the past twenty 
years, the  
people of Pakistan have finally given up the nation al 
pastime of  
manufacturing unlikely heroes. 
     
A word about Justice Qayyum. What this country need s is 
more judges  



like him. One Justice Qayyum for the PPP, one for t he 
PML, one for  
bureaucratic fat cats like Falstaff Sadiq (a prosec ution 
witness in  
this case, if you please) and one for military savi ours. 
This is  
the only way to bring the sorry business of 
accountability to  
anything resembling a happy conclusion.     
     
As for Benazir's disqualification, it might even do  a 
world of good  
to Pakistan's static and somnolent political scene by 
introducing  
an element of uncertainty into it. It will also set  a 
precedent  
which, hopefully, given the right circumstances, mi ght 
be followed  
in the years to come. One royal couple may be down but 
Pakistan's  
landscape is littered with solemn and self-righteou s 
scoundrels.   
Unless there is a process of accountability which t reats 
all these  
scoundrels equally the Pakistani public should be 
forgiven for  
treating selective justice with the scepticism, if not 
the outright  
contempt, which it deserves.  



 
February 28, 2002  Thursday  Zilhaj 15, 1422 

Rs90bn KESC debt made equity: sell-off process begins 

 

By Our Staff Reporter 

 
ISLAMABAD, Feb 27: The federal cabinet on Wednesday approved 
the financial restructuring of the Karachi Electric Supply Corporation 
that would convert the government guaranteed debt of about Rs90 
billion  into equity. 
 
The decision will help find out viable and attractive offers to privatize 
the KESC which is currently incurring losses to the tune of Rs50 
million daily. 
 
The cabinet meeting, which was presided over by President Pervez 
Musharraf, also approved the privatization plan for KESC, 
including the sale of up to 74 per cent of shares to an investor who 
would be obligated to finance investments and losses in early 
years. 
 
The cabinet told that privatization of KESC was expected to eliminate 
fiscal haemorrhaging, reduce power outages and voltage fluctuations 
and improve customer service and billings, while ensuring that tariffs 
would also go down in real terms. 
 
The cabinet also approved the promulgation of the Oil and Gas 
Regulatory Authority (OGRA) Ordinance, which would enable the 
development of a comprehensive regulatory framework for the 
petroleum sector. 
 
The ordinance covers all aspects of the transmission, distribution and 
sale of natural gas, transportation, refining, and marketing of oil, and 
the production and transport of LPG, LNG and CNG. 
 
With a view to ensuring continuity and separation of the policy and 
regulatory functions after its establishment, the OGRA will be placed 
under the administrative control of the Cabinet Division. 
 
The President also directed the ministers to ensure implementation of 
the decisions, taken by the cabinet within the prescribed time-frame in 
letter and spirit. 
 
He said issues should be addressed promptly and bottlenecks in 
implementation should be brought to his immediate notice for 
decision and resolution. The implementation status of the decisions, 
the president said, would be monitored by the cabinet every week. 
 

Comment [E12]: 2002: KESC’s Rs 90 Billion 
Debt:Poof; 
And like magic, debt/liability becomes “Equity”. 
Remember this story is from Feb 2002, more than 
three years before KESC was finally sold given away.  

Comment [E13]: Of course it never happened 

Comment [E14]: Ha! Same empty mantra you will 
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Comment [E15]: And we know what this led to – See 
Justice Bhagwandas Report recently released 



The President also directed the finance ministry to help the provinces 
in getting out of the debt trap. The provinces, he said, could only 
undertake development projects and plans for socio-economic uplift of 
the masses if they were financially strong and had fewer liabilities. 
 
He directed the ministry of finance to ensure access to required 
funding by the district governments so that the devolution of power at 
the district level was implemented effectively through undertaking of 
projects. Financial autonomy at the district level must be ensured, he 
added. 
 
While taking stock of the performance of different sectors, the 
President emphasized the need for improving the investment climate 
which would generate economic activity and enhance employment 
opportunities besides increasing the national income. 



 
August 25, 2003  Monday  Jumadi-us-Sani 26 

 Wapda, KESC fail to achieve targets despite Rs55bn help 

 

By Our Staff Reporter 

 
ISLAMABAD, Aug 24: The two power utilities -- Wapda and KESC -
- have failed to achieve their performance targets on all major counts 
despite injections of around Rs55 billion during fiscal 2002-03. 
 
These targets had previously been agreed with the International 
Monetary Fund (IMF) under the revised improvement plans. 
 
According to data released by the finance ministry on Sunday, 
line losses, cash shortfalls and financial losses of the two utilities 
have increased instead of going down. 
 
The government had secured a one-time waiver from the IMF on non-
fulfilment of power sector performance targets and had signed a 
revised financial improvement plan (FIP) in May 2003. It has, 
however, once again failed to meet even the revised targets. 
 
Official documents suggest that average transmission and dispatch 
(T&D) losses of Wapda for the year 2002-03 are 2.4 per cent higher 
than its original FIP targets and 0.9 per cent higher than the revised 
FIP targets. In the fourth quarter, the T&D losses were more than the 
original target by 4.6 per cent. 
 
Wapda’s receipts are Rs9.67 billion more than the financial 
projections under the revised FIP. This increase is due to the 
budgetary support of Rs11.6 billion. If this amount is adjusted, 
then there is a decrease in receipts by Rs1.927 billion. 
 
Cash flow of Wapda was Rs22.948 billion less than the revised FIP 
projections. This decrease was mainly due to non-payment of Rs20.7 
billion debt service liability (DSL) towards the government, Rs370 
million decrease in self-financed development expenditure and 
Rs11.792 billion other cash outflows adjusted by Rs9.497 billion 
increase in fuel and power purchase costs. 
 
The financing gap of Wapda has reduced by Rs33 billion mainly 
because of Rs32.3 billion budgetary support including Rs20.7 
billion and Rs11.6 billion cash payment of subsidy. 
 
The utility has, however, been able to reduce its payables to fuel and 
power suppliers from Rs14.571 billion as projected in the original FIP 
to Rs6.406 billion which is equal to its revised FIP targets. 
 

Comment [E16]: We are in 2003: Another Rs.. 55 
Billion was injected in 2002 but still did no good….(Of 
course with IMF directing, it could have not been 
otherwise) 

Comment [E17]: Hanky Panky 



In the case of KESC, the net after-tax loss during the fourth quarter 
increased by Rs928 million over target figures. The increase in loss 
was mainly due to increase in T&D losses by 2.2 per cent over the 
target losses. 
 
The T&D losses of 43.2 per cent during the same period were 
reflection of further increases of two per cent over the level of 41.2 
per cent in the third quarter. Less than the committed supply of gas 
also contributed to higher fuel and power purchase costs. 
 
The KESC receipts were more than the target fixed for the fourth 
quarter. This was due to payment of subsidy by the government for 
adjustment of additional surcharge against GST in respect of protected 
consumer categories. 
 
The financial performance of KESC viz-a-viz its financial and 
operational targets for fiscal 2003 indicates a decrease in receipts by 
Rs1.618 billion, an increase in payment by Rs471 million and increase 
in shortfall by Rs2.089 billion over and above the target shortfall of 
Rs13.481 billion. Total shortfall for the year was Rs15.570 billion. 
The government provided a budget support of Rs16.381 billion. 
The change in cash was, therefore, positive. 

 

Comment [E18]: In other words, money was pumped 
into KESC to make the boks look better 

Comment [E19]: Funny, no? 



 
 

 

 

 
09 January 2005 Sunday 27 Ziqa'ad 1425 

Action committee opposes KESC privatization: PPP backs 
stand  

 
By Our Staff Reporter  

 
KARACHI, Jan 8: An Action Committee for Karachi, comprising five 
senior politicians and trade union leaders, has expressed support to the 
Employees Union of Karachi Electric Supply Corporation (KESC) to 
observe a black day on Monday (Jan 10) against the privatization of 
their organization.  
 
In a joint press conference, on Saturday at Karachi Press Club, Mairaj 
Mohammad Khan, Usman Baloch, Hafiz Zahid Taqi, S.P. Lodhi and 
Afif Alavi said they are convinced that the privatization of KESC 
would cause price-hike and unemployment in this city as there 
would be retrenchments and rise in power tariff.  
 
Mairaj Mohammad Khan said privatization in Pakistan has never 
been a transparent game as is evident by the fact that three 
former chairmen of the Privatisation Commission General Saeed 
Qadir, Naveed Qamar and Afif Khawaja were all arrested and 
booked under charges of committing irregularities.  
 
"Let the government come out with a white paper on the 
performance of all the privatized units and the let the people be 
informed about how many of them are working and how many of 
them are closed'' Mairaj demanded who wanted to know the results 
of privatization in terms of improvement in quality of production and 
services, employment generation and taxes being received by the 
government.  
 
He also wanted to know how many units after privatization have 
remained closed and what has been done of the land and real 
estate and machinery.  
 
KESC, he said, remained a profitable organization for decades 
after it was set up in 1913. Its condition deteriorated because of 
the bad management and power theft by the rich people. He said it 
was wrong to blame the workers and employees of KESC for losses 
being suffered by it.  
 
Mairaj appealed to all the national leaders Nawaz Sharif, Benazir 

Comment [E20]: 2005: Real action begins 

Comment [E21]: And they were right on each 
account 

Comment [E22]: CONFIRMED CROOKS headed 
the Privatisation Commission (PC).  
 
Irony is, even today, Naveed Qamar is the PC Minister 
today 

Comment [E23]: So even then most privatizations 
had been complete failures. (BTW I would love to see 
that complete list) 



Bhutto and others to oppose privatization of KESC in particular and 
disinvestment and privatization, in general.  
 
PPP: Pakistan People's Party on Saturday reiterated its opposition 
to KESC's privatization and downsizing in the organization and 
extended support to the protest rallies by the KESC employees and 
other trade unions.  
 
The party position was reiterated by its deputy secretary general and 
leader of the opposition in Senate Mian Raza Rabbani in a statement 
issued from Bilawal House in the metropolis.  
 
Mr Rabbani said the PPP would express its concern over 
retrenchments and layoffs and privatization of government 
corporations, including the KESC.  
 
He claimed that during Ms Benazir Bhutto's tenure, the government 
had overcome the problem of loadshedding by approving a 
comprehensive Karachi package of 37 billion rupees.  
 
Mian Raza Rabbani said that the KESC was suffering losses 
because some untrained and non-technical personnel had been put 
the organization which the government wants to hand over to a 
multi-national company.  
 
He said that the KESC was a public utility, therefore, its control 
should be with the government and not with the multi-national. He 
said after the privatization, a large number of workers of the KESC 
would be rendered jobless.  
 
He assured the KESC workers of raising their grievance in the 
parliament and supporting their struggle at all political levels.  

Comment [E24]: More irony…Today again we have 
Rabbani calling for nationalization. But as you will see,it 
is the biggest con game being played… 

Comment [E25]: Rabbani was wrong. It wasn’t given 
to a multi-national but to some other shadowy group 
incorporated in Cayman Islands (sold to people as “a 
Saudi Group”) 



 
05 February 2005  Saturday  25 Zilhaj 1425 

KESC goes to Saudi group: Rs15.85 billion offered  
Sted any 

By Khaleeq Kiani  

 
ISLAMABAD, Feb 4: A consortium led by Kanooz Al Watan for 
Projects of Saudi Arabia that offered a bid of Rs1.65 per share or 
Rs15.85974 billion for 73 per cent ordinary shares of Karachi Electric 
Supply Corporation (KESC) has been declared successful bidder to 
take over the utility's management.  
 
About two per cent ordinary shares of the KESC are being traded 
at Karachi Stock Exchange at Rs7-8 per share at present. The 
Privatization Commission Board (PCB) which met soon after the 
bidding worked out total bid price at Rs20.24 billion for 73 per cent 
shares because the new buyer is required to inject another Rs4.3 
billion as preference share price, an official said.  
 
It also recommended to the Cabinet Committee on Privatization 
(CCoP) to approve the bidding results in its special meeting to be held 
shortly. The newsmen were informed by a lawyer of the KESC's 
financial advisors at the conclusion of the bidding that the 
government had injected through debt equity swaps Rs98 billion 
into the power utility in the last five years and passed on another 
Rs19 billion liabilities to the new management that had 
accumulated through last one and half years of losses.  
 
The utility should have been privatized by end of 1999 under the 
original schedule but adverse market conditions delayed it for more 
than five years. The company has been running at Rs12 billion 
operational losses every year but how much its cheap energy or low 
billing contributed positively to the national GDP is not known.  
 
The bidding of KESC was held here on Friday and was supervised by 
Minister for Privatisation and Investment Dr Abdul Hafeez Sheikh. 
He declared the highest bid of Rs15.85974 billion for 9.7 billion 
ordinary shares of KESC offered by the consortium comprising 
Kanooz Group and Siemens Pakistan as successful for being above 
the minimum acceptable price (reference price).  
 
The CCoP had approved last month the reference price of KESC at 
Rs1.30 per share. The real challenge for the new buyer will be to 
ensure uninterrupted power supply to Karachiites who have 
become accustomed to face long shutdowns particularly in 
summer.  
 
The KESC's 1,800mw installed capacity - mostly thermal based - has 

Comment [E26]: Just Rs 15.85 
BILLION.Remember, in 2002 alone, government handed 
it Rs.11 billion plus,plus ate up 90 Billion of it’sloans 
and now they sellit to some “Saudi” group for a paltry 
Rs. 15.85 billion 
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de-rated to about 1,200mw at present. The capabilities of Kanooz 
group's technical partner Siemens Pakistan would come to real test in 
regaining the de-rated 600mw capacity and expand further to meet 
overall shortfall of about 1,200mw of power in Karachi.  
 
The minister said the permanent KESC employees would be allowed 
to purchase 10 per cent shares and another 6.7 per cent shares to the 
Asian Development Bank out of the 73 per cent shares of the new 
investor at the same rate of Rs1.65 per share if they so desire. The 
government will continue holding 26 per cent shares and with this 
ratio its members on the KESC board of directors.  
 
The second seven-member consortium led by local investors - Hassan 
Associates - offered Rs1.01 per share or Rs9.7081 billion for 73 per 
cent ordinary shares. The government had given the option to the 
bidders to bid for 51 per cent to 73 per cent shares but both opted for 
73 per cent shares.  
 
At the outset, Dr Hafeez said as per the procedure agreed to by the 
investors and the government, the bidders would submit sealed and 
unconditional bids and if found lower than the reference price, the 
bidders would be given another opportunity to improve their bids.  
 
The media men were asked to open the sealed bids and announce the 
quoted price. Soon after, the minister announced that the bid price 
offered by Kanooz group was higher than the CCoP approved 
minimum price and hence there was no need for second round of 
bidding and declared it a successful bid.  
 
As things stand, attorney to the financial advisors Asad Ali Khan 
said the utility's assets stood at Rs61 billion while its liabilities 
amounted to Rs40 billion. The utility had a total of 13.67 billion 
ordinary shares. Of this, 9.7 billion or 73 per cent shares were put to 
auction, he explained.  
 
He said the utility had 12,000 permanent and 8,000 contract 
employees and the company still faced about 36 per cent transmission 
and distribution losses including those of theft.  
 
The utility got Rs4.5 billion subsidy from the federal government 
during the current fiscal so far and would get another Rs6.1 
billion in the remaining period of the year.  
 
He explained that a continuous drain of Rs12 billion being 
incurred by the federal government every year would come to an 
end from now on because the responsibility would stand shifted to 
the new investor and this would contribute 7-8 per cent to the 
national economy.  
 
This meant that utility has been sold for price equal to its less than 
two years of losses but the government claims the deal would at least 

Comment [E33]: Ah, so the “Saudi Group” also 
includesADB 
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stop the continuous haemorrhage instead of keeping on injecting Rs12 
billion every year.  
 
He said currently the company had a total financial gap of about Rs14 
billion. To meet this, the utility would issue rights issue of Rs6.6 
billion shortly for system improvement, of which, Rs4.3 billion would 
be contributed by the new investor and rest of Rs2.3 billion by the 
federal government during the current year.  
 
Another cash shortfall of about Rs8 billion would be met by the new 
owner either through efficiency improvement, bank borrowing or 
from its own resources and would have nothing to do with the 
government.  
 
Mr Khan said the new buyer had not asked for security arrangements 
from the government but if it so required the services of Pakistan 
Rangers would be hired against payment by the buyer.  
 
Farooq Hassan, the head of losing contender Hassan Associates, 
accepted the bidding results and said the transaction took place in a 
very transparent and fair manner and the utility attracted a good offer 
from Kanooz group.  
 
Mr Hafeez Shiekh said the government did not provide certain 
guarantees including political risk guarantee or regulatory regime 
guarantee as prohibited under the law. However, the National Electric 
Power Regulatory Authority (Nepra) had given a seven year tariff 
formula for the utility so as to protect the consumers and give clarity 
to the investor.  
 
He declined to specify how much equity has been injected by the 
government in the last five years or what safeguards have been 
provided for the workers saying it had political consequences.  
 
He, however, said there would be no retrenchment of the workers at 
least for a year and the new investors rather wanted to re-train the 
existing workers and hire more because the utility required urgent 
expansion.  
 
He said the wages of contract employees would increase immediately 
by 20 per cent while permanent employees would be compensated 
through ownership of 10 per cent shares. The normal trade union 
activities which are banned at present would be resumed after six 
months.  
 
He said the successful bidder would be required to deposit up-front 
the bid money within 30-days of the issuance of letter of acceptance 
by the government of Pakistan and the utility's management would 
stand transferred soon after.  

Comment [E39]: There we go again: So here is 
another Rs. 2.3 Billion being given to KESC on the day 
of the sale (so in effect we are down to (9.75 – 2.3) 
Rs.7.45 Billion as the sale price. 

Comment [E40]: Of course he was there just for this 
purpose: To say this scam is not a scam since I the looser 
am not complaing. See? 

Comment [E41]: See the lie?  It is really plain to see. 
“The Government did not because it is illegal” but a 
government entity did so it is not unlawful.Wow! (Also 
note this INCLUDES  SEVEN YEARS  of power tariff 
increase  guaranteess) 

Comment [E42]: Why hide? We know it is more 
than Rs 90 Billion 

Comment [E43]: Lie.  

Comment [E44]: Is there a KESC Workers Union? I 
doubt it 

Comment [E45]: Did they? When?? 



 
January 11, 2006  Wednesday  Zilhaj 10, 1426 

KESC’s change may be for the better 
 

By Maheen A. Rashdi 

 
KARACHI: A change is actually visible at the KESC head office. For 
the first time the head of the organization is boldly condemning 
almost every aspect of its operational procedures. Whereas the 
previous Managing Director, Brigadier Sadozai had stolidly 
maintained almost zero acceptance for and responsibility of the 
organization’s working inefficiency, Mr Frank Scherschmidt, its 
present Chief Executive Officer, unabashedly agrees with all the 
criticism that is hurled at the organization’s faulty functionings. 
 
And strange as the human psyche is, just this admittance of failings 
inadvertently enforces the belief that a substantial change for the 
better is perhaps in sight. But as long-suffering KESC consumers we 
are highly skeptical regarding any improvement in Karachi�s 
electricity problems. However, the rush of activity taking place at its 
head office indicates that some serious overhauling measures are 
taking place. Just the fact that its staff is busy these days preparing for 
the summer months when the electricity supply inevitably collapses, 
gives an indication that the summer of 2006 will hopefully have fewer 
�dark nights�. 
 
As opposed to fallacious claims of there being, -- no corruption at all,-
- in KESC, Mr Scherschmidt is pragmatically restructuring the pay 
scales to eliminate any need for corruption. He says, “If an employee 
is being paid Rs75/- as daily wages, he will obviously turn towards 
extra means of earning. We are eliminating the culture of overtime too 
as that entire concept breeds a dysfunctional organization and are also 
adding incentives for the employee in case of extraordinary 
performance.” 
 
Brought in especially to revamp the malfunctioning organization when 
the corporation was bought by the Al-Jumaih group, Mr Frank 
Scherschmidt has a deadline of two years in which to turn the 
organization into a profitable venture. As a short-term goal, he 
promises a visible change in the next three months and a definite 
difference in its efficiency (or rather inefficiency) this summer. 
Looking into all areas simultaneously, the CEO has begun overhaul in 
the infrastructure of power transmission, the customer services 
department, employees� payment structure as well as in the existing 
tariff rate system. He says, �there was absolutely no concept of 
giving any benefit to the consumer, who is the most important 
stakeholder in a utility service organization. The tariff rates are so 
foolishly planned that there is just no provision made for large scale 
consumers and small time consumers. There should be different tariff 
packages for retired citizens, family people, single persons and so on. 

Comment [E46]: Lifafa goesto Maheen Rashdi 



And most importantly, consumer problems should be dealt with 
immediately. Hence, our prime focus is on customer service where the 
people will definitely see our trained staff in customer dealing making 
a difference very soon.� 
 
Coming from a corporate background, Mr Scherschmidt is working on 
creating a strong corporate identity where consumers have all the 
facilities they require. Perhaps the largest investment being done is in 
computerizing its entire network which will enable the head-office to 
monitor power failures even before a consumer lodges a complaint. 
The computer programme called Solution Application and Product 
data processing (SAP) will also enable the head office to monitor 
meter tampering and power theft through the �kundas� . But whether 
the incorrigible locals will refrain from theft despite the curbs, still 
remains to be seen. 
 
In fact, a lot remains to be seen regarding KESC�s operating 
efficiency. A utility whose previous statistics record 24 hours service 
breakdowns and seven-hour power outages and where the 
management has shown zero concern for the daily sufferings of the 
tormented millions, it is too optimistic to even hope for a sea change. 
After all, even the dynamic specialist brought in for the change will be 
dealing with those very locals who are seeped in a culture of 
inefficiency. But the stoic German head of the company says he has 
dealt with such snags before. �When I came in last month, this 
company was like a rusty, leaking ship. But we have already begun 
plugging the leaks and you will see a change soon.� 
 
The acute power shortage in Karachi is because of power generation 
problems which can only be overcome by putting up more power 
stations in Karachi which is a lengthy process requiring extensive 
documentation and a time frame of three to five years. However the 
present management claims that work has already started for 
increasing the power generation and the revamp of transmission lines. 
KESC is now buying about 232 MW power from Independent Power 
Plants (IPPs) daily besides the 550 obtained from WAPDA. Since 
negotiations with more IPPs are taking place the added summer load 
is also being proactively looked into. At this point one simply wonders 
why the previous army management (otherwise so systematic in its 
�operations�) couldn�t take the same measures. But its 
spokesperson defends the previous management by saying that 
shortage of funds was the main hurdle that impeded efficient running, 
whereas the new management has an estimated budget of $400-800 
million earmarked for immediate investment. He also adds that if it 
weren�t for the army�s stepping in, the privatization would never 
have taken place and the utility as well as its customers would have 
had to deal with a severe catastrophe. 
 
The new management�s operation partners � Siemens � has also 
brought in experts from Poland, Germany and elsewhere to train the 
entire staff in all areas. The CEO also declares that no retrenchment is 



taking place as the company is already short of staff. The plan is to 
smooth out the snags first and then hire new staff and perhaps let 
those leave whose contracts expire. 
 
With the immediate step being total computerization of its power 
networking, the corporation will automatically be geared towards a 
more efficient apparatus to handle power breakdowns. But the one 
area which Mr Scherschmidt is unsure about is the affluent citizens� 
attitude towards power consumption. �In Defence and Clifton we 
have recorded nearly 20 MW consumption for one house. This is quite 
scandalous and these people must be made to realize that electricity 
conservation is not just crucial for this city but it is a global need.� 
But will the talented Mr Frank Scherschmidt be able to pass this 
educated message to Karachi�s elite? How will he address that 
decadent strata of our society where rule of the law has no power and 
where opulence and luxury is a social need, the suffering millions be 
damned. 



 
May 31, 2006  Wednesday  Jumadi-ul-Awwal 3, 1427 

 Wapda, KESC put blame on each other 

 

By Our Staff Reporter 

 
KARACHI, May 30: The Water and Power Development Authority 
and the Karachi Electric Supply Corporation on Tuesday held each 
other responsible for power crisis in major parts of the metropolis in 
the small hours. 
 
The KESC has been getting 370MW electricity through the newly 
built Hubco-Baldia link, which was suddenly switched off around 
4:30am. Sources in the KESC said that no reason was cited by the 
Wapda for the abrupt power suspension due to which a crisis-like 
situation persisted in Karachi. 
 
Some senior officials of the Karachi Electric Supply Corporation 
contacted their counterparts in Hubco to know about the closure of the 
power link. However, Hubco officials told the KESC that it was an 
independent power producer supplying electricity to Wapda and hence 
it was not answerable to the KESC. The officials of the KESC 
switchboard room contacted their counterparts in Wapda, who said 
that there was no light and they did not know what had happened. 
 
Member Power of Wapda Mohammad Anwar Khalid said: 
8220�gThe fault developed somewhere in the system of the KESC 
due to which our transformer at Baldia grid station had tripped. We 
were not at fault.8221�h 
 
He said that Wapda officials switched on the transformer after a while 
but the link could not be switched on again unless a clearance signal 
was received from the KESC. 8220�gWe received clearance signal 
from the KESC at around 11:15am and we switched on the link 
accordingly,8221�h Mr Anwar added. 
 
Meanwhile, the KESC announced on Tuesday that it is carrying out 
system improvement work at Baldia, Nazimabad and Defence. 
 
It stated that power supply to these areas may be interrupted on 
Wednesday between 10am and 5pm. 
 
The areas to be affected included Toheed Colony, Baldia, Raees 
Amrohi, Raja Tanveer, Sadiqabad, ANP Chowk, Mufti Mehmood, 
Mubarak Chowk, Sectors 12-E, 17, Eid Gah, Madina Mills, Shabbir 
Hospital, Afridi Chowk, Khyber Chowk, X-10 Bus Stop, Karim Khan, 
Asif Industry, Saeedabad Sectors 4A, 4B, 4C, 8A, 8C, Ahmed Raza 
Masjid, Royal Children Academy, But Chowk, Ali Chowk, NLC 

Comment [E47]: I thought Ms Maheen Rashdi just 
stated change was for the better… 
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Colony Sectors 9C, 9D, 9E, 9F, Yaseen Masjid, Sector 11-A, Korangi 
Industrial Area, Sector 7A, DHA Phase-I, Nazimabad 2, 4, 5, 3A, 3H, 
Aurangabad. 
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I. THE PROPOSAL 
1. I submit for your approval the following report and recommendation 
on a proposed loan without government guarantee of $150 million (or 
equivalent in Pakistan rupees) to Karachi Electric Supply Corporation 
Limited (KESC) for KESC Postprivatization Rehabilitation, Upgrade, 
and Expansion Project. The design and monitoring framework is in 
Appendix 1. 
II. RATIONALE: SECTOR PERFORMANCE, PROBLEMS, AND 
OPPORTUNITIES 
A. Performance Indicators and Analysis 
1. Karachi Electric Supply Corporation Limited 
 
2. KESC is an integrated electric utility supplying power under a 
monopoly license to a service area of some 6,000 square kilometers 
in and around Karachi, Pakistan’s largest city and industrial and 
commercial center. With a population of about 16 million the city 
accounts for about 15% of Pakistan’s gross domestic product. 
 
3. KESC was incorporated as a private limited company in 1913 and 
subsequently listed on the Karachi Stock Exchange. In 1952, the 
Government of Pakistan nationalized KESC by acquiring a majority 
shareholding. Over several decades, KESC has faced many 
operational and financial challenges primarily due to inefficient public 
sector management (including by the military) and lack of investment, 
and has been the subject of numerous restructuring efforts, while 
remaining in public hands. 
 
4. In 2003, the Government decided to privatize KESC through a 
transparent, competitive bidding process, which was supported by the 
Asian Development Bank (ADB) through the Energy Sector 
Restructuring Program.1 The privatization process was successfully 
concluded in December 2005 when the Government transferred 73% 
of KESC’s shares to a consortium of investors led by KES Power 
Limited (KES Power), 60% owned by Al-Jomaih Holding (Al Jomaih), 
a Saudi industrial group, and 40% by National Industries Holding, a 
subsidiary of one of the largest Kuwaiti industrial and financial 
conglomerates (together, the sponsors). 
 
5. The new management immediately initiated efforts to improve the 
most critical of KESC’s operations. These included immediate 
removal of bottlenecks, resulting in approximately 30 megawatts 
(MW) of additional generation capacity harnessed through efficiency 
gains from existing generation assets. At the same time, 
management formulated a long-term strategy to turn KESC into an 
efficient, reliable, customer-responsive, and profitable entity. 
Nevertheless, as a result of the earlier years of neglect and lack of 
investment in generation and the transmission & distribution (T&D) 
network, KESC could not keep pace with growth in demand (since 
2000, electricity units billed have increased 45%, while virtually no 
investment has been made in the T&D network). Therefore, during 
the peak period of summer 2006, when Karachi experienced 
particularly extreme climatic conditions, KESC faced a high capacity 
shortage and was unable to provide reliable electric supply to the city. 
For hours (and even days, especially during rains), customers 
suffered blackouts, sharp voltage fluctuations, and billing problems. In 
many cases the load-shedding schedule notified to customers was 



not followed. As a result, KESC faced severe media criticism and high 
customer dissatisfaction, 
 
_____________________________________________________________________________________________________
___________________________________________________ 

1 ADB. 2000. Report and Recommendation of the President to the Board of Directors 
on Proposed Loans to the Islamic Republic of Pakistan for the Energy Sector 
Restructuring Program. Manila; and ADB. 2000. Technical Assistance to the Islamic 
Republic of Pakistan for the Support for Privatization of Karachi Electric Supply 
Corporation. Manila. 
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eventually resulting in civil disturbance and demands that the 
Government reconsider the privatization. 
 
6. However, the Government has stood by its commitments, 
recognizing the difficulty of turning around a utility of the size and 
condition of KESC within such a short time since privatization. By late 
2006, KESC’s new turnaround strategy was finalized, and is now 
being implemented. It is supported by a program of investments (the 
investment plan) of some PRs52 billion ($809 million) for FY2007–
FY2009, which includes the following main components: 
(i) generation capacity additions of 780MW2 in two new combined-
cycle power plants on existing sites (PRs34 billion/$525 million), 
(ii) rehabilitation and improvement of the T&D network (PRs17 
billion/$268 million), 
(iii) rehabilitation of existing generation facilities (PRs600 million/$10 
million), and 
(iv) upgrading of commercial systems (PRs400 million/$6 million); 
 
7. The investment plan is to be financed through shareholders’ 
contributions, internally generated funds, a Government investment 
grant, long-term corporate financing, and working capital facilities. 
The Government has asked ADB and the International Finance 
Corporation (IFC) to lead and participate in the long-term financing 
facility with ADB providing $150 million and IFC $125 million (or their 
equivalent in local currency). Local commercial banks have 
committed long term financing of some PRs12.5 billion/$195 million. 
 
8. ADB and KESC have a long history of cooperation. Through its 
public sector program, ADB financed six investment projects with the 
then state-owned KESC (Appendix 2 provides a detailed description 
of ADB assistance to KESC). In December 2000, ADB approved the 
$355 million Energy Sector Restructuring Program, which set out, 
among other things, to assist the Government in privatizing KESC. 
Furthermore, as a result of close cooperation between ADB’s Central 
and West Asia Regional Department (CWRD) and Private Sector 
Operations Department (PSOD), the prospect of ADB providing 
postprivatization financing to KESC has been anticipated for several 
years (and was explicitly set out in the privatization sales 
memorandum). 
 
9. The Project received concept clearance on 7 December 2006. The 
Private Sector Operations Department carried out its Due Diligence 
Mission during February 2007, and held several negotiation and 
coordination meetings with KESC and cofinanciers during January 
through March 2007. 
 
2. The Power Subsector 
a. Growing Demand-Supply Gap 
 
10. Per capita power consumption in Pakistan is one of the lowest in 
the world (413 kilowatt-hours (kWh) compared, for example, to the 
Philippines with 497 kWh and Thailand with 1,414 kWh). Only 55% of 
Pakistan’s population has access to electricity from the national grid. 
The remaining 45% use kerosene, wood, and other biofuels for 
lighting, cooking, and heating. A growing population and thriving 



economy means that demand for electricity is on an everaccelerating 
growth trajectory. Pakistan’s electricity consumption increased at a 
compound average growth rate of 6.8% from 2001 to 2006, with 
faster rates of growth registered among certain key (for a city such as 
Karachi) classes of users, e.g., residential, commercial, and 
____________________________________________________________ 

2 Rated capacity. 
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industrial. Average electricity demand growth for Pakistan has already 
reached, and is forecast to continue at, approximately 8.3% per 
annum (for 2005–2015), exceeding recent economic growth rates of 
about 6%. WAPDA3 and KESC collectively registered unit sales 
growth of 10.23% in FY2006. Continued strong economic growth is 
expected to contribute to higher per annum per capita consumption of 
electricity, which will increase overall demand growth (Appendix 3 
provides details on the power subsector). 
 
11. At present, the total installed power generating capacity in 
Pakistan is 19,252 MW, of which some 15,072 MW represents firm 
supply. To cope with expected growth in electricity demand, Pakistan 
is expected to require about 2,000 MW of new capacity each year to 
avoid power shortages that could otherwise amount to as much as 
15% within 2 years. Table 1 provides projections of power demand 
and supply. 
 
Table 1: Power Demand and Supply Projections for 20 06–2010 
(megawatt) 
Year Residential Commercial Agriculture Industrial Others Total 

Demand 
Firm 

Supply a 
Demand-
Supply 

Gap 

Gap as 
% of 

Demand 
2006 7,199 1,216 1,763 5,891 1,035 15,500 15,072 428 0 
2007 7,585 1,251 1,820 6,481 1,086 16,600 15,271 1,329 8 
2008 8,127 1,312 1,893 7,252 1,159 17,900 15,688 2,212 12 
2009 8,737 1,354 1,979 8,181 1,243 19,600 16,704 2,896 15 
2010 9,531 1,408 2,079 9,267 1,341 21,500 18,584 2,916 14 
a Present generation plus planned additions. Source: Planning Commission and 
Private Power Infrastructure Board, Government of Pakistan. 2006. 
 
b. Karachi Power Subsector Overview 
 
12. The Karachi area receives approximately 1,600 MW of electricity, 
11% of Pakistan’s total power capacity. According to KESC, demand 
for power in the Karachi area has been growing at approximately 7%–
8% per annum over the last few years. This trend is expected to 
continue for the foreseeable future as industrial activity continues to 
increase in tandem with Pakistan’s sustained economic growth. 
KESC estimates peak plus latent demand for the Karachi area of 
2,442 MW, some 16% of total electricity demand in Pakistan4 

(Appendix 4 provides details on Karachi’s power subsector). 
 
13. In addition to KESC-supplied electricity (KESC’s own generation 
capacity, as well as electricity procured by KESC from the National 
Transmission and Dispatch Corporation [NTDC], independent power 
producers [IPPs], and other large electricity producers), the power 
needs of Karachi are currently met by self-generation (for example, 
small to large diesel generation sets). Most industries have significant 
generation capacity of their own and non-KESC-generated power 
supply in Karachi is estimated to account for 200 MW, or 12.5% of 
total electricity available to the city and its surroundings. 
 
14. Interruptions in service, especially unscheduled outages, have 
occasionally become the subject of public protest. Thus, KESC’s 
operating performance, in addition to its impact on economic 



development in Karachi and Pakistan, is of significant political 
importance. Not only 
3 WAPDA supplies electricity to the National Transmission and Despatch Corporation 
for distribution to the rest of Pakistan excluding KESC’s franchise area. 
4 Other studies indicate a total (peak + latent) demand of some 3,200 MW. 
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shareholders, management, and consumers, but also the national 
and city governments have a very clear interest in ensuring that 
KESC succeeds with its turnaround strategy. 
 
B. Analysis of Key Problems and Opportunities 
1. Demand-Supply Gap 
 
15. As the single power utility for Karachi, KESC is expected to 
provide 24-hour per day power supply while maintaining high 
standards of quality, efficiency, reliability, and safety, whether in peak 
season or not. The ability to meet demand is essentially impacted by 
two main factors: (i) access to sufficient electricity generation (within 
the capacity of the current network ─ “grid” demand ─ and 
considering latent demand that will become evident as additional 
supply is made available), and (ii) having a sufficiently large and 
reliable network to handle the required supply. KESC’s past demand-
supply gap is set out in Table 2: 

 
 
16. KESC has faced an increasing demand-supply gap over the last 5 
years (Table 2). While grid demand will be substantially met in 
FY2007, latent demand increases will result in a growing gap. 
 
a. Power Supply 
 
17. KESC holds a license to generate electricity, and purchases 
externally generated power from NTDC/WAPDA and IPPs. 
 
18. External Power. External power purchases account for 
approximately 40% of capacity available for supply by KESC: 27% 
from WAPDA/NTDC and 13% from other sources. However, given 
the demand-supply gap in Pakistan as a whole, WAPDA/NTDC is 
currently under equal pressure to supply electricity to the rest of the 
country and future supply is not certain.5 While 
5 The WAPDA successor distribution companies—in the process of being 
privatized—have formalized power purchases under power purchase agreements 
with WAPDA/NTDC, which have to be honored. KESC does not 
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several new IPPs are scheduled to come onstream in the medium to 
long term, KESC is increasingly dependent on self-generation to meet 
customer demand in the near future. 
 
19. Self-Generation. KESC has not increased its in-house 
generation capacity since 1998. Due to the poor maintenance and 
obsolescence of the existing plants (the oldest plant still in operation 
was installed in 1965), KESC’s generation capacity (i) has been 
derated by 420 MW (24%), and (ii) is only 25% efficient (with 
economic and environmental consequences). As a result, at 
privatization in late 2005, only 1,336 MW of capacity was available for 
dispatch. 
 
b. Network Capacity and Reliability 
 
20. Given the surging power demand, the network needs continuing 
investment. Over the past 6 years, peak demand has increased by 
some 25% and units billed have increased by 41%. However, 
transmission capacity has not increased at anywhere close to these 
rates. For example, against a total requirement of 12 new grid 
stations, only 3 were added during that period. In addition to 
overloading, the network has suffered from poor maintenance (e.g., 
lack of cable protection leading to feeder tripping) and unplanned 
network expansion (with no plans for contingent supply in case of 
failure). A review of the distribution network conducted by the new 
management revealed an enormous number of rundown parts in 
need of replacement.6 
 

21. KESC’s distribution license is contingent on meeting a number of 
service standards stipulated by the National Electric Power 
Regulatory Authority (NEPRA). The performance standards are 
detailed and clear financial penalties are set for noncompliance. 
Currently, KESC has a high number of service interruptions and will 
not be able to meet the performance standards; it is operating under 
a compliance waiver. 
 
2. Network Efficiency 
 
22. The other key performance indicator is KESC’s ability to utilize the 
capacity and reliability of the network to maximize the delivery of 
electricity as well as collection of revenues (based on established 
tariffs) earned for units delivered. KESC’s T&D losses have increased 
from 18% in FY1987, via peaks of 41% in FY2002 and FY2003, to 
some 35% in 2006 (Table 3). This was as a result of underinvestment 
in the network, and poor management systems and controls. 
Nontechnical losses represent approximately half of the of total T&D 
losses, and are due mainly to outright power theft (e.g., illegal 
connections, meter tampering, etc.), billing discrepancies, and 
nonpayment of amounts billed.  
 
presently have a formal power purchase agreement with WAPDA/NTDC. It instead 
relies on preprivatization arrangements of power allocation from WAPDA/NTDC. In 
case of emergency situations (where KESC demand exceeds its own and external 
supply from IPPs), such as the one witnessed in the summer of 2006, the Economic 
Coordination Council directs the Ministry of Water and Power to provide surplus 
electricity to KESC through WAPDA/NTDC. 



6 For example, the majority of KESC’s 11 kilovolt underground feeders are made of 
paper-insulated, lead-covered cables, a technology that dates back to the late 1940s 
before nationalization. As these cables have aged, KESC has faced an increasing 
array of problems. In the recent monsoon rains of late July to August 2006, parts of 
the city remained flooded for days, which resulted in failure of cable splices resulting 
in a cascade of faults and blackouts, as well as a small number of fatalities due to 
contact with conducting pools of water. 
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3. Subsidy Dependence/Sustainability without Govern ment 
Subsidies 
 
23. Another key measure of privatization and turnaround success 
would be KESC’s financial sustainability (i.e., positive cash flow from 
operations or earnings before interest, taxes, depreciation, and 
amortization (EBITDA) without further government subsidies. In the 
last 4 fiscal years, the Government has provided su bsidies to 
KESC of between PRs6 billion and PRs11 billion (app roximately 
$90 million to $180 million) per year.  Certain subsidies (in various 
forms) continue postprivatization as a function of, for example, (i) 
transition arrangements under the privatization implementation 
agreement, and (ii) the Government’s tariff policy. 
 
24. To provide potential investors in KESC’s privatization bidding 
process with clarity on one of the most important external factors 
affecting the earnings of KESC, NEPRA approved a multiyear cost-
plus-based tariff (with a claw-back mechanism for reduced 
consumer tariffs in the case of excess returns) for KESC. This tariff 
structure is valid for 7 years after privatization . The intention was 
that this tariff would be charged to consumers. The Government, 
however, has until recently opted to block any incr eases in 
consumer tariffs, and has instead chosen to reimbur se or 
subsidize KESC the difference between the NEPRA-not ified tariff 
and the unchanged consumer tariff. This has resulte d in a 
projection of increasing amounts of subsidies from the 
Government to KESC.  
 
25. However, a recent 7 policy decision to increase consumer 
electricity tariffs in Pakistan by 10% can be seen as a 
commitment by the Government to minimizing subsidie s and 
rationalizing the power subsector. 
 
26. Even with the subsidies, KESC is currently loss-making (Appendix 
7 provides historical financial statements). Unusually, it even has a 
negative gross margin due to its inability to fully bill and collect 
revenue for electricity units generated (this also impacts operating 
profit by increasing bad debt expense provisioning). In FY2006, after 
receipt of the tariff subsidy, KESC incurred net cash outlays for 
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operations of PRs3.5 billion ($59 million) and EBITDA was a negative 
PRs11.5 billion ($192 million). 
------------------------------------------ 

7 February 2007. 
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4. ADB Operations 
 
a. Assistance to the Power Subsector 
 
27. ADB is the major source of external assistance to the energy 
sector in Pakistan, having provided about one third of total external 
financial resources. WAPDA has been the largest recipient of ADB’s 
power financing, receiving $1,575 million in 13 loans. The balance of 
the power financing has been for KESC, primarily for generation 
expansion projects and to a lesser degree for T&D upgrades, as well 
as for privatization. ADB’s nonlending activities have also been 
important with a total of $14.2 million for 27 technical assistance (TA) 
projects. The main subjects of the TAs include tariff rationalization 
and integration, management information systems, power generation 
coordination, thermal power plant maintenance, institutional 
strengthening and restructuring, and privatization. ADB has worked 
closely with the Government on a road map for change in the power 
subsector and, based on its results, ADB’s indicative public sector 
program for power could reach $1.5 billion during 2006–2009 
(Appendix 6 presents details of ADB lending and nonlending in the 
power subsector). 
 
b. Sector Approach 
 
28. The energy sector is a core operation sector un der ADB’s 
Medium-Term Strategy 2. 8 Catalyzing investments through 
increased private sector participation in ADB’s dev eloping 
member countries is identified as one of the five s trategic 
priorities.  
 
29. ADB’s energy sector strategy9 designates the following as two of 
the most important among several operational priorities: (i) reducing 
poverty by, among others, creating energy infrastru cture for 
sustainable economic growth; and (ii) promoting pri vate sector 



involvement by restructuring the energy sector and creating an 
enabling environment for private investors. In  
-------------------------------------------------------------------------------------------------------------- 

8 ADB. 2006. Medium-Term Strategy II (2006–2008). Manila. 
9 ADB. 2000. Energy 2000: Review of the Energy Sector Policy of the Asian 
Development Bank. Manila. 



8 
particular, the strategy strongly encourages ADB in terventions 
to increase private sector participation in the ene rgy sector to 
take advantage of higher operating efficiencies tha t private 
operators can achieve and to meet the large capital  
requirements. 
 
c. Private Sector Operations in Energy and Power 
 
30. PSOD has also been closely involved in energy and power in 
Pakistan, with loans and investments to Fauji Oil Terminal Company, 
an oil terminal with handling capacity of over 10 million tons of fuel oil 
and high-speed diesel; Kabirwala Power Company, a 151MW gas-
fired combined-cycle power plant and one of the first IPPs under the 
1994 Power Policy; and most recently, the New Bong Escape Project, 
an 84 MW run-of-river hydropower plant and the first hydro IPP in 
Pakistan under the 1995 Hydropower Policy (Appendix 5). ADB has 
also anticipated the sector privatization efforts a nd KESC’s 
privatization memorandum mentioned ADB’s potential interest in 
supporting the winning bidder with investment fundi ng.  Support 
for energy-related projects is envisaged as a key component of ADB’s 
Pakistan private sector operations strategy. 

Comment [E56]: Inothewords, ADB is among those 
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III. THE PROJECT 
 
A. Impact and Outcome 
 
31. The outcome of the Project will be that satisfied consumers of 
electricity in Karachi have access to reliable electricity supply of 
power at reasonable cost from a financially sustainable KESC which 
is able to create value for its stakeholders. These benefits will accrue 
to the 16 million inhabitants (about 10% of the country’s total 
population) of Karachi, Pakistan’s largest city and industrial core, 
accounting for more than 15% of national gross domestic product. 
Specifically, the Project will undertake the following: 
 
(i) Address an immediate energy crisis in Karachi and h elp 
address a growing energy deficit in Pakistan. The new investment 
will increase net electricity generation by over 750 MW and will 
greatly improve the T&D network leading to rapidly reducing system 
losses, to meet ill-serviced current demand and will establish the 
basis for addressing the future needs of a city whose energy 
demands are increasing by more than 8% a year. 
 
(ii) Introduce greater efficiency into one of Pakistan’s  largest and 
least efficient power utilities. With the proposed rehabilitation and 
upgrade, KESC is aiming to reduce energy losses from the more than 
the current, unacceptably high, 34%, and to install new, efficient 
generation plants. These measures will lead to significantly greater 
energy efficiency with financial, economic, and environmental 
benefits. 
 
(iii) Support private sector development. As one of the first large-
scale infrastructure privatizations in Pakistan, the success or failure of 
KESC will have major implications for future privatizations. Success 
should help revive/sustain the political and public will for further large-
scale privatization. 
 
B. The Turnaround Strategy 
 
32. The Project is to finance KESC’s turnaround strategy, which is 
designed to lead to immediate improvements in KESC’s key 
performance indicators and cash flow. The new KESC management 
and Siemens developed the strategy after a thorough 12-month 
analysis. A technical committee of the board of directors, headed by a 
Government board representative from the Ministry of Water and 
Power, vetted the proposed investments. 
 
33. The turnaround strategy is based on three core initiatives: 
 
(i) Organizational restructuring and development, to make the 
operations more customer-focused while improving collections and 
administrative losses, will lead to better revenue protection and cash-
flow generation, while enhancing KESC’s management capabilities 
and increasing customer satisfaction. 
 

Comment [E57]: Bet you the loan was taken. As to 
what effect it had in meeting this goal of power at 
reasonable cost, well we all know… 



(ii) Balancing, modernizing, and replacing the T&D network will allow 
KESC to be able to cater for peak capacity demand in the future, and 
reduce technical losses, which will lead to lower energy losses and 
higher billing per units dispatched. 
 
(iii) Increasing and improving KESC’s generation capacity will 
increase the revenue base, diversify sources of power for KESC, 
lower the blended cost of generation, and enhance the Karachi area’s 
overall generation capacity, to cater for increasing demand. 
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C. Sponsors and Management 
 
34. The sponsors are fully committed to success in the 
turnaround of KESC. Their experience in a variety o f industries 
across the Middle East , and corresponding financial strength, meant 
that the sponsors were acceptable to the Government as a partner in 
managing the turnaround of a massively important, but failing, state 
entity (Appendix 8 provides details on the shareholders and 
shareholdings). Siemens AG  was appointed as a general 
management contractor for KESC under an operation and 
maintenance (O&M) contract structure.10 

 
35. The sponsors have recruited a team of professionals to manage 
the commercial turnaround, and maintain close monitoring and 
direction via the chairman of the executive committee of the board 
(who is based at KESC’s head office), and have already taken 
measures to improve performance by replacing the first 
postprivatization chief executive officer with the experienced and well-
respected Syed Mohammad Amjad, a former managing director of 
the Fauji Foundation, the largest industrial conglomerate in Pakistan, 
and an ADB partner in several successful projects. The chief 
operating officer is a senior Siemens secondee, with 25 years of 
power generation, transmission, and process automation experience 
in Pakistan and internationally including Germany. The chief financial 
officer has more than 25 years of professional experience in financial 
control, project investment, and general management from major 
multinational companies and audit firms in the Canada, Middle East, 
Pakistan, and United Kingdom (Appendix 8 includes an organization 
chart and curricula vitae of key executives). 
 
36. Siemens has a 15–20 member team, comprised mainly of 
Pakistani staff, fully integrated into management positions alongside 
company staff. To avoid potential conflicts of interest and improve 
KESC’s procurement processes, KESC set up the Supply 
Chain/Procurement Committee comprised of four board members 
(none are Siemens staff) to review procurement decisions. 
 
37. The new management has already made progress in the following 
key areas: (i) new management information systems are being 
introduced and should be fully operational by mid- 2007; (ii) all meter 
reading is now based on handheld devices, and 6,000 industrial 
customers are serviced by meters that automatically send metering 
information to central collection points via the cellular phone network; 
(iii) new network management and analysis tools have been 
implemented; (iv) 70,000 new connections have been made; (v) 30 
MW of lost generation capacity has been recovered; (vi) bill collection 
rates have improved; and (vii) estimated (as opposed to metered) 
billing has been reduced . 
 
D. The Investment Plan 
 
38. The investment plan includes expanding generation, investing in 
the T&D network, and upgrading commercial systems. 
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1. Generation Expansion 
 
a. Rehabilitation of Existing Generation Facilities  
 
39. Due to lack of maintenance and upgrading over many years, the 
total installed nameplate generation of 1,756 MW has declined to 
1,336 MW of currently dependable capacity. 
---------------------------------------------------------------------------------------------------------------------------------------------------------------------- 

11 KESC’s two assessment reports were disclosed on 2 February 2007 and are 
available at http://www.kesc.com.pk/project-disclosure.html 
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In 2006 the average load factor, i.e., the percent of total capacity 
utilization actually achieved (out of dependable capacity) was a low 
71%, implying a net generation of only 949 MW. The rehabilitation 
program aims to increase power generation capacity from existing 
plants by some 220 MW before the summer of 2007. Key areas for 
improvement are heat rate, auxiliary consumption, and load factor. 
Since privatization, KESC has already spent about PRs300 million 
($5 million) on upgrading generation, which has resulted in an 
increase in total generation of approximately 30 MW. 
 
b. Generation Capacity Addition 
 
40. In addition to upgrading existing capacity, the investment plan 
envisages power generation capacity addition in two phases from two 
new plants at existing plant sites. Phase one encompasses a 220 
MW combined-cycle, dual gas/furnace oil plant to be constructed on 
surplus land within the boundaries of KESC’s existing Korangi 
Thermal Power Station site, with the first of four gas turbines to be 
operational by August 2007. The second phase expansion is a 560 
MW combined-cycle, dual-fuel plant on surplus land within the 
boundaries of BQTPS, with the first of three gas turbines operational 
by July 2008, and full commissioning by November 2009. 
 
2. T&D Network Investment 
 
41. This investment will help ensure reliability, provide enhanced 
capacity utilization, serve as the platform for growth, and introduce 
state-of-the-art planning software to manage the network. Since the 
privatization in November 2005 up to June 2006, KESC has invested 
an additional PRs2.2 billion ($37 million) on T&D upgrades. This has 
improved network reliability and reduced technical losses by about 
2%. Transmission capacity has increased by 300 megavolt amperes 
and distribution capacity by 115 MW. 
 
42. Loss-reduction will not only help add reliability to the system, due 
to less frequent outages, but will also reduce KESC’s supply 
requirements, thereby improving its operating margins as well as 
energy efficiency. A more reliable T&D network should ensure that 
KESC will be able to meet its service standards. 
 
3. Upgrading of Commercial Systems 
 
43. Investments in the commercial organization entail introducing high 
quality management systems, upgrading commercial information 
technology infrastructure (previously only a few stand-alone personal 
computers were used), supporting reorganization and training, hiring 
better qualified staff, improving customer service centers, and 
improving the image of KESC through a sustained public relations 
campaign. 
 
E. Implementation Arrangements 
 
1. Corporate Governance, Accounting, Auditing, and Reporting 
 



44. As a publicly listed company regulated by the Securities 
Exchange Commission of Pakistan, KESC complies with the Karachi 
Stock Exchange’s listing regulations, including its reporting 
requirements, and with the code of corporate governance contained 
in the Listing Regulations of the Karachi, Lahore, and Islamabad 
Stock Exchanges. KESC’s annual accounts are audited by Ford 
Rhodes Sidat Hyder & Company, a local affiliate of Ernst & Young. 
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2. Project Performance Monitoring and Evaluation 
 
45. KESC will provide comprehensive annual and quarterly reports, 
detailing, for example, (i) progress in project implementation, (ii) 
operating cost structure and performance, and (iii) compliance with 
financial covenants. The lenders will monitor KESC’s progress vis-à-
vis its business plan, annual budgets, and financial model. The 
Project will be evaluated on three levels: (i) the success of the Project 
itself, (ii) development of the power sector in general, and (iii) private 
sector development. Appendix 1 provides the relevant performance 
indicators. 
 
3. Project Review 
 
46. The Project will be reviewed regularly as per standard ADB 
portfolio management and project evaluation practice, including a 
project completion report (following project completion envisaged in 
FY2009) and annual reviews. 
 
4. Environmental and Social Safeguard Policy Aspect s 
 
47. KESC has undertaken a social and environmental impact 
assessment11 for each of the power plants to be financed under the 
Project (BQTPS and Korangi Thermal Power Station). The initial 
environment examination report prepared on the basis of the findings 
of the two assessment reports concludes that the Project is unlikely to 
cause adverse significant environmental or social impacts. Hence, the 
Project is categorized as B, consistent with the IFC classification. 
 
48. An environment management plan was prepared to ensure that 
environmental disturbances associated with the construction and 
operation of the Project will be handled consistent with ADB 
environmental guidelines. KESC has also agreed to implement an 
action plan to ensure that the Project remains in compliance with IFC 
performance standards. ADB has incorporated adherence to the 
action plan in its loan covenants. ADB will post the summary initial 
environment examination on its website. The Project is expected to 
improve KESC’s environmental, health and safety, and social 
performance. The gas-fired combined-cycle power generation units 
are cleaner and more energy efficient than KESC's existing thermal 
power generation plants, and are expected to improve corporate 
environmental performance. 
 
49. The plant expansions are planned to be developed within the 
boundaries of the existing thermal power stations, and therefore, no 
additional land acquisition is required. No outstanding claims on the 
land have been made. The cumulative thermal discharges of the 
capacity expansion at Korangi Thermal Power Station and BQTPS 
will have no impact on incomes from fisheries in the vicinity of the 
plants; no fishing activity is carried out in the immediate vicinity and 
impact area of either plant. Accordingly the Project is classified as 
category C for involuntary resettlement. No indigenous people were 
identified within the project-affected communities, and therefore the 
Project is classified as category C for indigenous peoples. 
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IV. THE PROPOSED ASSISTANCE 
 
A. Nature and Amount 
 
50. Following the postprivatization ownership and management 
change, KESC has asked ADB to take a leading role in funding 
KESC’s turnaround strategy. This is seen by KESC, the Government, 
and the market as a natural continuation of ADB’s preprivatization 
support for KESC’s transition from a state-owned enterprise to a 
private sector company. ADB has been asked to provide 
$150,000,000 (or equivalent in Pakistan rupees) in the form of a 
senior corporate loan. The ADB loan will be documented by a loan 
agreement, which will contain standard terms, conditions, and 
covenants that apply to loans to private sector borrowers without 
government guarantees. 
 
B. Justification and Risks 
 
1. Justification 
a. The Project is Consistent with ADB Strategies 
 
51. The proposed assistance to KESC is fully in line with ADB’s 
country and sector strategies, as well as the Government’s strategic 
intentions. ADB’s most recent country strategy and program update 
reports that “ADB views itself as one of Pakistan’s strategic 
development partners for infrastructure development,” with power as 
one of the main areas of support, and that “the emphasis on lending 
for economic infrastructure will be continued, which is consistent with 
the high priority attached to it in the Government’s medium-term 
development framework.”12 The report clearly mandates ADB to 
promote, via investments and loans, the role of the private sector as a 
driver of investment, growth, and employment. Among ADB’s focus 
sectors for private sector operations, power and energy infrastructure 
feature prominently. 
 
52. As part of its public sector program, ADB has a strong energy 
sector focus in Pakistan. Work on the enabling environment, reform, 
and regulations have created the right conditions for further public 
sector investment as well as increased private sector participation. In 
the short term, ADB is helping the Government conduct energy sector 
analyses; capacity building; and project identification, development, 
and implementation. Over the medium term, ADB is supporting larger 
infrastructure development projects in renewable energy, and in 
power transmission and distribution. 
 
53. ADB (through PSOD) is also fully engaged with the private power 
subsector in Pakistan, through loans and investments made since 
1996. ADB is currently considering several other power financing 
opportunities in Pakistan. 
b. ADB Adds Value to the Project and the Impacts 
 
54. Catalytic Effect. ADB’s participation in the financing strongly 
encourages other financiers for a number of reasons, not least the 
perception that an ADB-financed project faces reduced regulatory 
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risk. Cofinanciers typically view ADB’s multilateral stat us as a 
deterrent to governments (or regulators) to alter c ontract 
structures or other aspects of arrangements for com panies that 
are dependent on exclusive licensing (such as infra structure 
concessions and public-private partnerships) . Given actions 
taken by the Government in the power subsector in 
------------------------------------------------------------------------------------------------------------------------------------------------------- 

12 ADB. 2005. Pakistan: Country Strategy and Program Update (2006–2008). Manila. 
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the late 1990s, this perceived reduction in regulatory risk is much in 
demand by commercial lenders. The participation of ADB in the 
financing has also encouraged local lenders to extend the term of 
financing that they would otherwise have been prepared to consider. 
 
55. The demonstration effect from successfully executed power 
subsector financing is also likely to lead to increased (currently 
limited) interest from international commercial lenders for loans and 
investments in power (and for privatized companies in Pakistan 
generally), to complement increasingly constrained domestic liquidity. 
 
56. Privatization Program Demonstration Effect . ADB’s 
participation will also add value through the continuation of ADB’s 
longstanding commitment to the successful privatization and 
turnaround of KESC in this example of seamless interface between 
the operations of CWRD and PSOD, and by demonstrating to the 
Government (and other governments), that large-scale megacity 
utility privatizations can be successfully structured from the planning 
stage to a stage where operations are private sector-led and 
sustainably financed. Recently, Prime Minister Shaukat Aziz 
termed the successful privatization of KESC “a good  sign for the 
economy that will pave the way for the privatizatio n of other 
state-owned units that has been pending for many ye ars”. 13 The 
ADB loan can thus help to ensure a successful outco me at the 
enterprise, industry,and policy levels. 
 
57. Taking the lead among the lenders on this landmark 
postprivatization financing is a natural role for ADB. In fact, if ADB 
does not rise to the opportunity and challenge of supporting KESC in 
this critical postprivatization phase, this may be badly received by the 
market, cofinanciers, and the Government; and could quite possibly 
put in question ADB’s commitment to energy sector reform and 
private sector development in Pakistan. 
 
C. Compliance with Investment Limitations 
 
58. The proposed ADB loan would be ADB’s seventh currently 
outstanding private sector loan or investment in Pakistan, represent 
5.48% of ADB’s total private sector exposure, and increase the share 
of ADB’s private sector exposure (i) in Pakistan from 0.82% to 6.26%, 
(ii) in the power subsector from 41.07% to 44.30%, and (iii) in the 
T&D subsector from 5.83% to 11.00%. The proposed investment 
complies with ADB’s country and industry exposure limits. 
 
59. The proposed ADB loan is in compliance with ADB’s single and 
group exposure limits. 
 
60. Any exposure by ADB in respect of its equity investment in KESC 
under the subscription right at the time of ADB’s commitment to invest 
will not exceed the lower of $75 million and 25% of the aggregate 
issued share capital of KESC. 
 
D. Anticorruption Measures 
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61. KESC was advised of ADB’s Anticorruption Policy (1998, as 
amended to date) and policy relating to the Combating of Money 
Laundering and the Financing of Terrorism (2003). Consistent with its 
commitment to good governance, accountability, and transparency, 
ADB will require KESC to institute, maintain, and comply with internal 
procedures and controls following international best practice 
standards for the purpose of preventing corruption or money 
laundering activities or the financing of terrorism, and covenant with 
ADB to refrain from engaging in such activities. Such obligations will 
be contained in the ADB loan documentation. 
13 ADB. 2005. ADB News from Pakistan, January-March 2005. Islamabad. 
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The loan documentation between ADB and KESC will further allow 
ADB to investigate any violation or potential violation of these 
undertakings. 
 
V. ASSURANCES 
 
62. Consistent with the Agreement Establishing the Asia n 
Development Bank, the Government will be requested to confirm 
that it has no objection to the proposed assistance  to KESC. No 
funding will be disbursed until ADB receives such c onfirmation. 
 
VI. RECOMMENDATION 
 
63. I am satisfied that the proposed loan would comply with the 
Articles of Agreement of the Asian Development Bank (ADB) and, 
acting in the absence of the President, under the provisions of Article 
35.1 of the Articles of Agreement of ADB, I recommend that the 
Board approve  
(i) the loan of $150,000,000 (or the equivalent amount in Pakistan 
rupees) to Karachi Electric Supply Corporation Limited for the KESC 
Postprivatization Rehabilitation, Upgrade, and Expansion Project from 
ADB’s ordinary capital resources; 
(ii) the right for ADB to subscribe for equity not excee ding the 
lower of $75,000,000 and 25% of the aggregate issue d share 
capital of KESC, to be funded by a prepayment of a portion of 
the loan referred to in (i ); and 
(iii) such other terms and conditions as are substantially in 
accordance with those set forth in this report, and as may be reported 
to the Board. Liqun Jin Vice President 2 May 2007 
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THE ASIAN DEVELOPMENT BANK AND THE KARACHI 
ELECTRIC SUPPLY CORPORATION LIMITED 
 
1. The Asian Development Bank (ADB) first provided assistance to 
the Karachi Electric Supply Corporation Limited (KESC) in 1972. By 
the time of its privatization in late 2005, KESC had received a total of 
six sector loans from ADB (the last one being the 6th Power (Sector) 
Project) for approximately $350 million (Appendix 3). Nonfinancial 
assistance was provided through technical assistance (five for a total 
of $ 1.7 million). 
 
2. The assistance came in two main phases. During the first (1972–
1986), ADB mainly assisted KESC with generation projects including 
facilities at Korangi Thermal Power Station, Bin Qasim Thermal 
Power Station, and Sindh Industrial Trading Estate. While KESC 
generally had sufficient generating capacity in the 1980s, the 
underinvested transmission and distribution (T&D) network could not 
keep pace with growing demand as consumer numbers increased (by 
about 4.2 times between 1972 and 1987) and overall energy demand 
more than doubled. The resultant overloading, compounded by the 
age of the T&D facilities, led to frequent breakdowns, load shedding, 
and a sharp increase in T&D losses. As a result, during the second 
phase (1987 and onward), ADB shifted its focus to improving the T&D 
network as well as more generally improving the financial health of 
KESC. Both the 5th (approved in 1988) and 6th (approved in 1991) 
power (sector) projects focused on reinforcing, rehabilitating, and 
extending T&D of KESC. Specifically, the focus of the 6th Power 
(Sector) Project was to 
(i) reinforce and expand the transmission system; 
(ii) rehabilitate and expand the distribution system; 
(iii) improve system protection, telecommunications, and load 
dispatch; 
(iv) computerize to improve planning capabilities and increase 
administrative efficiency; 
(v) implement demand-side management; and 
(vi) facilitate restructuring and privatization of KESC by strengthening 
its technical capability and financial viability. 
 
3. ADB and the Government agreed on the merits and urgency of 
privatizing KESC in late nineties. Accordingly, privatization of KESC 
was a core policy action under the ADB-supported Energy Sector 
Restructuring Program (2000) and was supported through a $1.0 
million technical assistance, Support for Privatization of Karachi 
Electric Supply Corporation. As ADB prepared KESC for privatization, 
the Private Sector Operations Department (PSOD) worked closely 
with the public sector division responsible. PSOD’s possible interest 
in providing financial support for post-privatization KESC was set out 
in the KESC privatization documentation and PSOD had initiated 
discussions with potential bidders. KESC shares were eventually 
offered for sale in February 2005, and by December 2005 the 
Government successfully sold 73% of KESC shares 
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4. ADB’s Medium-Term Strategy II supports power reforms that lead 
to a greater role for the private sector in the generation, transmission, 
and distribution of electricity. Pakistan’s Energy Sector Restructuring 
Program promoted exactly this and resulted in one of Pakistan’s most 
important, and challenging privatizations to date. The proposed 
financing represents the next stage. 
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POWER SUBSECTOR IN PAKISTAN 
 
A. Sector Framework and Reform 
 
1. The power subsector in Pakistan, which encompasses the 
generation, transmission, and distribution of electricity, is governed 
and regulated by the National Electric Power Regulatory Authority 
(NEPRA) Act of 1997. NEPRA, which was constituted as an 
independent entity, is exclusively empowered under the act and 
related rules to regulate all facets of the power subsector including 
the electricity tariffs charge by the Karachi Electric Supply 
Corporation (KESC). NEPRA is thus empowered to (i) grant licenses 
for generation, transmission, and distribution; (ii) approve tariffs, 
rates, and charges across the sector; (iii) establish uniform industry 
performance via codes and standards; and (iv) enforce these. 
NEPRA, although mandated as an independent entity, is governed by 
a chairperson and four members, all of whom are appointed by the 
Government, with the members recommended by and representing 
provincial interests. 
 
2. Power policies and related legislative frameworks a re 
developed and implemented by the Government via the  Ministry 
of Water and Power . The Government initiated the process of power 
reforms and restructuring in the early 1990s on the advice of the 
World Bank. The restructuring and reform process, developed in 
various stages and through different initiatives, is reflected today in 
various policies, such as the Power Policy 1994, Hydel Policy 1995, 
Transmission Line Policy 1995, Power Policy 1998, and Power Policy 
2002. These were designed, to a large extent, to attract private sector 
participation in a newly restructured power subsector. In addition, the 
NEPRA Act was promulgated to provide the overall regulatory 
umbrella for the sector. Finally, the Government is today undertaking 
the unbundling of the Pakistan Water and Power Development 
Authority (WAPDA) into various independent entities. The broad 
objectives of all these policies have been to (i) bring efficiencies 
across the entire sector via competitive generation, transmission, and 
distribution with appropriate independent regulatory oversight; (ii) 
rationalize prices and subsidies; and (iii) encourage private capital 
formation and investment to meet growing electricity demand. The 
privatization of KESC was a key element in this ongoing program. 
 
3. The power subsector, as a result of these policies and reforms, has 
been, and continues to be, in transition and is today semiprivatized 
and semideregulated. The subsector has historically been 
characterized by significant Government control through the WAPDA 
and KESC monopolies (which function as vertically integrated utilities 
encompassing generation, transmission, and distribution) and by 
significant inefficiency, with losses in excess of 25%, and an inability 
to meet demand. This characterization, at least in terms of outright 
Government control, has changed over the last decade, and Pakistan 
today enjoys significant private sectorled generation through 21 
independent power producers (IPPs), 19 of which were sanctioned 
under the Power Policy 1994,14 and together represent in excess of 
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30% of total generation capacity. Additionally, with the active 
assistance of the Asian Development Bank (ADB), KESC was 
privatized in late 2005 and to date remains the only vertically 
integrated private sector entity in charge of the majority of its 
generation and all of its transmission and distribution. As of 
December 2006, about 40% of Pakistan’s installed generation 
capacity was owned by the private sector. This percent is likely to 
increase, with planned privatizations of Jamshoro Power Company 
and secondary public offering of Kot Addu Power Company. The 
evident success in attracting private sector investment into power 
generation was not without issues, and most  
14 Hub Power Company, a 1,292 megawatt power plant, was actually under 
development prior to the Power Policy 1994 and was commissioned in 1997. 
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IPPs, especially those under the 1994 Power Policy,  ended up in 
sometimes acrimonious contract disputes with the Go vernment 
and WAPDA . These disputes were largely driven by a significant 
capacity overhang in the mid to late 1990s (the exa ct opposite 
situation of today)  and consequent tariff implications. 
Notwithstanding discord, these disputes were ultima tely settled 
micably with minimal adjustments to the contracts. In hindsight, 
the terms of the contracts, although renegotiated, were 
ultimately honored,  which provides a degree of comfort in the 
present investment environment.  
 
4. Significant power reforms supported by the multilateral 
development banks are under way with the aim of unbundling 
WAPDA’s Power Wing into multiple and discreet generation and 
distribution units, and by placing WAPDA’s transmission assets into a 
single corporatized entity, the National Transmission and Dispatch 
Company Limited (NTDC). NTDC was incorporated in 1998 and is 
responsible for power transmission in all of Pakistan, excluding areas 
served by KESC. NTDC, which operates transmission lines of 66, 
132, 220, and 500 kilovolts now assumes the additional function of 
acting as the single buyer of wholesale generation from multiple 
companies including IPPs in the market (but excluding KESC) for 
onward transmission and sale to eight distribution entities. This 
includes Faisalabad, Gujranwala, Hyderabad, Islamabad, Lahore, 
Multan, Peshwar, and Quetta electric supply companies, most 
commonly known as DISCOs. In addition to this, and primarily 
keeping in view its limited generation capacity, NTDC sells power to 
KESC (almost 600 megawatts (MW) were sold to KESC during the 
peak season of summer 2006).  At present a single-buyer, single-
seller model is being put in place, which the Government hopes, as 
more investment flows into the  power subsector, will evolve into a 
multiple-buyer, multiple-seller regime, where generators and 
distributors can contract directly. 
 
B. Tariff Structure 
 
5. The retail tariff regime in Pakistan is class-tiered (based on 
different classes of consumers, i.e., residential, industrial, and 
commercial) and graduated; 15 and includes significant cross 
subsidies. NEPRA is responsible for determining tariffs under its Tariff 
Standards and Procedures Rules, 1998, which specify standards for 
setting tariffs, and procedures for adjudicating tariffs. These 
standards are sufficiently broad to allow discretion and thus enable 
the development of various tariff regimes. Tariff determinations are 
based on the principle of recovering prudently incurred costs and 
returns on the applicant’s rate base, applicable on a case-by-case 
basis. They contain certain automatic quarterly increases on account 
of changes in fuel costs or purchased power costs, as the case may 
be, in addition to macroeconomic indexation of costs. NEPRA’s tariffs 
become effective once they are officially notified by the Government 
in its official gazette. For KESC’s tariffs, determination by NEPRA 
also takes into account the end-consumer burden, in addition to the 
promised return to new shareholders. KESC’s current tariff structure, 
confirmed at privatization, is valid until 2012 and has an element of 
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the Government subsidy whereby end-users are charged an agreed-
upon tariff. The Government reimburses KESC the difference 
between the actual tariff and end-user tariff as a subsidy. Table A3.1 
provides average end-user tariffs for eight ex-WAPDA DISCOs and 
KESC. 
 
6. To grant greater financial independence to the newly formed 
generators and DISCOs (spun out of WAPDA), and to reduce tariff 
subsidies to WAPDA (in FY2006 WAPDA requested a subsidy of 
$1.316 billion), the Government recently announced an unanticipated 
10% electricity tariff increase. At present the end tariff charged by 
the DISCOs is heavily subsidized  
15 Tariffs are charged on a slab basis. As the kilowatt-hour consumption increases, so 
does the slab rate. 
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based on WAPDA’s overall generation cost. This coupled with high 
transmission and distribution losses (primarily on account of 
underinvestment in the transmission and distribution network, 
resulted in an increasing financial burden for WAPDA as well as for 
the DISCOs). The gravity of the situation was evidenced in the 
number of days payable to IPPs (which sell power to WAPDA through 
NTDC); this was recently in excess of 2 months. The IPPs and the 
market welcomed the recent tariff increase; they se e this as a 
first step by the Government toward rendering WAPDA  solvent 
in advance of its eventual privatization, which has  been on hold 
since 2000 . 

 
 
7. To grant greater financial independence to the newly formed 
generators and DISCOs (spun out of WAPDA), and to reduce tariff 
subsidies to WAPDA (in FY2006 WAPDA requested a subsidy of 
$1.316 billion), the Government recently announced an unanticipated 
10% electricity tariff increase. At present the end tariff charged by the 
DISCOs is heavily subsidized based on WAPDA’s overall generation 
cost. This coupled with high transmission and distribution losses 
(primarily on account of underinvestment in the transmission and 
distribution network, resulted in an increasing financial burden for 
WAPDA and the DISCOs). The gravity of the situation was evidenced 
in the number of days payable to IPPs (which sell power to WAPDA 
through NTDC), which recently was in excess of 2 months. The IPPs 
and the market welcomed the recent tariff increase; they see this as a 
first step by the Government toward rendering WAPDA solvent in 
advance of its eventual privatization, which has been on hold since 
2000. 
 
C. Electricity Demand 
 
8. Pakistan’s electricity consumption grew at a compound average 
growth rate (CAGR) of 6.8% from 2001 to 2006, and amounted to 
67,603 gigawatt-hours at the end of 2006. This growth is being driven 
across all classes of consumers (except bulk supply/other) but 
especially by commercial consumers with a CAGR of 11.3%, 
agricultural 10.1%, and industrial 7.3. Power consumption in Karachi, 
Pakistan’s main city for industrial growth contributing about 15% of 
gross domestic product, grew at a CAGR of 7%–8%. Consumption 
has continued to grow on the back of recent annual economic growth 
rates greater than 7%; similar growth rates in electricity demand are 
expected to continue in the near future based on projections for 
continued strong economic growth and higher rates of per capita 
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electricity consumption. Table A3.2 illustrates Pakistan’s (including 
KESC’s) electricity demand and growth rates. 
 
D. Electricity Supply 
 
9. Pakistan has a total installed power generating capacity of 19,450 
MW: WAPDA provides 11,369 MW (58.4%), the IPPs 5,833 MW 
(30%), KESC 1,756 MW (9%), AJK Hydro Electric Board 30 MW 
(0.2%), and Government-owned nuclear power plants 462 MW 
(2.4%). 
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Hydroelectric generation capacity represents about 6,499 MW, or 
33.4% of total installed generation capacity. Table A3.3 describes the 
breakdown of installed capacity. 

 
E. Electricity Supply and Demand Projection 
 
10. An important institution in the development of Pakistan’s power 
subsector is the Private Power Infrastructure Board (PPIB). Set up in 
1994, PPIB acts as a one-window operation to facilitate private 
investment in IPPs under the various national power and hydro 
policies. Given the enormous power requirements of the country and 
support for the private sector, PPIB is again (as was the case in the 
mid and late 1990s16), expected to play an important part in 
mobilizing investments into new thermal and hydro generation. 
 
11. Of the 19,450 MW of installed capacity in Pakistan, firm supply at 
the end of 2006 was 15,072 MW. By comparison, peak demand for 
2006 was 15,483 MW, which resulted in a deficit of about 411 MW. 
Assuming, no additional capacity is added, PPIB has forecast the 
relationship between peak demand and firm supply for the next 7 
years (Table A3.4). 
16 PPIB facilitated investments in over 15 IPPs with a combined installed capacity of 
5,577 MW under the 1994 and 1998 power policies 
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12. This growing power deficit will particularly impact large urban 
centers such as Faisalabad, Karachi, Lahore, Rawalpindi, and 
Sialkot. The majority of Pakistan’s industrial assets, including SMEs, 
are situated in these urban centers and contribute more than 35% to 
the country’s gross domestic product. The urban center that will be 
most impacted by the precarious power situation will be Karachi, 
home to 10% of the country’s population and the industrial capital. 
Power demand in Karachi has been increasing at an average of 8% 
per year since 2000. Although the city has its own dedicated electric 
supply company—KESC— negligible capacity investment in KESC 
during the last decade of state ownership meant that in 2006 the city 
faced a deficit of 842 MW (or 53% of total available power supply 
including self generation). If not urgently addressed, KESC’s existing 
capacity output will decrease due to aging machinery. 
 
13. Recognizing the gravity of the situation, the Government, through 
WAPDA’s power and energy planning wings and PPIB, has 
developed several long-term electricity demand load projections and 
new supply options. KESC’s new generation additions (to be partly 
financed by the proposed ADB, International Finance Corporation, 
and commercial bank loans) have been incorporated into these plans. 
To meet growing demand and to use Pakistan’s significant water 
resources especially in the northern part of the country, WAPDA has 
developed a least-cost generation expansion plan, which emphasizes 
indigenous sources of energy, primarily hydro (and in some cases 
coal), consistent with the Government’s power policies. Uncertainty, 
however, remains about the pace of this overall generation expansion 
given numerous delays experienced to date. Investment in hydro 
IPPs is expected to gain momentum after the 
documentation/arrangements for the New Bong Escape Hydropower 
Plant (partly financed by ADB17), have been finalized/settled; however 
concerns about the speed of capacity addition remain. Table A3.5 
shows Pakistan’s power demand projections relative to planned 
capacity additions by WAPDA, IPPs, and KESC. This is estimated to 
represent the best-case scenario from a capacity addition point of 
view, as it assumes that all capacity additions will occur as planned in 
the next 4 years. 
17 ADB. 2005. Report and Recommendation of the President on a Proposed Loan to 
Lariab Energy Limited for the New Bong Escape Hydropower Project. Manila. 
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CORPORATE OVERVIEW OF THE KARACHI ELECTRIC SUPPLY 
CORPORATION LIMITED AND THE TURNAROUND STRATEGY 
 
1. Incorporated as a private limited company in 1913, Karachi Electric 
Supply Corporation (KESC) is an integrated electric utility supplying 
power to the city of Karachi, Pakistan's largest industrial and 
commercial center. KESC is engaged in generation, transmission, 
and distribution of electricity in a service area that includes 
approximately 6,000 square kilometers and a population of more than 
16 million. In 1952, the Government of Pakistan took control of  
KESC by acquiring a 73% shareholding . 
 
2. The KESC vision statement is “To ensure un-interrupted power 
supply to the valuable customers of the Metropolis signifying a 
productive and constructive role of KESC in socio economic activities 
and revival of national economy by way of sustainable industrial 
growth.” 
 
3. KESC states its mission is to (i) generate, transmit, and distribute 
electricity for the progress and prosperity of the people of the 
metropolis; 
(ii) meet customer expectations with reliable, stable, and affordable 
electric power; 
(iii) improve the safety and quality of the work place for its employees; 
(iv) develop growth opportunities for KESC, and its employees, 
customers, and 
stakeholders; and 
(v) be ethical and in compliance with all applicable laws and corporate 
practices in letter and spirit. 
 
A. Ownership Structure and Sponsors 
 
4. In 2000, as a part of the Energy Sector Restructuring Program, 
supported by the Asian Development Bank (ADB), the Government 
decided to privatize KESC through a transparent, competitive bid 
process and hired PricewaterhouseCoopers as its transaction 
adviser. Prior to privatization, the Government initiated a capital 
restructuring where the financial debt of KESC was swapped for 
equity by the Government. This exercise resulted in government 
ownership increasing to 99%. In December 2005, following a sale 
process supported by ADB technical assistance, the Government 
transferred 73% of its shares to a consortium of investors led by KES 
Power Limited, in turn owned by Al-Jomaih Power Limited, which 
forms part of a Saudi industrial group, and Denham Investment 
Limited, part of National Industries Group, a Kuwaiti industrial and 
financial conglomerate. 
 
5. Al Jomaih Power Ltd. This is the holding company for the Al 
Jomaih Group of Saudi Arabia (Al Jomaih), which was founded in 
1936 and is now a large conglomerate with operations throughout the 
Gulf region. Al Jomaih has sizable investments across a number of 
sectors (soft drinks, automotive, lubricants). Al Jomaih Automotive, a 
100% owned subsidiary of Al Jomaih, operates the General Motors 
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dealership in the Gulf region, one of the largest automotive 
dealerships in the Middle East. The Al Jomaih and Shell Lubricating 
Oil Company, a joint venture between Al Jomaih (51%) and Royal 
Dutch Shell (49%) operates a lubricating oil production facility with a 
capacity of 50,000 tons per annum. In addition, Al Jomaih owns soft 
drink bottling operations (Pepsi Cola, Mountain Dew, 7UP) with a total 
production capacity of more than one million cans per day. Al Jomaih 
also operates the Saudi Arabian distribution network for Yokohama 
Tires, and Perkins Engines. Al Jomaih is owned by the heirs of the 
founder, Mohammed Abdullah Al Jomaih. 
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6. Denham Investments Ltd. This is the holding company for the 
National Industries Group of Kuwait which has diversified operations 
in the Middle East, and Europe. Its flagship company is National 
Industries Holding, established in 1960, which has $3.8 billion in 
assets in industrial (building materials and related products), financial, 
and real estate sectors, and is listed on the Kuwait Stock Exchange. 
 
7. Hasan Associates Limited. A private construction and real estate 
development company, Hasan Associates has invested in the power 
subsector in Pakistan and has a 2.9% shareholding in Uch Power 
Company Limited, a 586 megawatt (MW) gas-fired independent 
power producer (IPP) supported by the World Bank Group. 
 
8. Pakistan Mercantile Services. Public Mercantile Services is the 
stevedoring company of the Marine Group, one of the largest 
stevedoring and shipping agency concerns of Pakistan. The company 
was established in 1973 and in the 1980s launched its cargo-handling 
services, specializing in containers. It is owned by Captain Haleem 
Siddiqui and his family. Mr. Siddiqui, together wit h his 
immediate family also controls the Pakistan Interna tional 
Container Terminal .  
 
B. Governance and Management Structure 
 
9. Board. KESC has a 13-member board comprising the chief 
executive officer (CEO), eight nonexecutive directors representing the 
new investors, three Government representatives (one each from the 
ministries of water and power, finance, and planning), and one 
director representing minority shareholders. 
 
10. Corporate Governance. The listing requirements of the Karachi 
Stock Exchange require mandatory compliance with the code of 
corporate governance prescribed by the Securities and Exchange 
Commission (Pakistan’s Securities Regulator). Among other things, 
the code requires (i) board seats for independent directors; (ii) 
financial statements endorsed by the CEO and chief financial officer; 
(iii) implementation of an audit committee comprising nonexecutive 
directors; and (iv) confirmation of compliance with the code of 
corporate governance with each annual financial statement. In 
addition, KESC’s board of directors has formed the following 
committees: Executive/Management Committee, Internal Audit 
Committee, Human Resource Committee, and Supply Chain–
Procurement Committee. 
 
C. KESC Organization and Management Team 
 
11. KESC’s organization is outlined in Figure A8.2. 
 
12. Akhtar Zaidi, Director and Chairman, Executive Mana gement 
Committee. Mr. Zaidi served as a partner with Coopers and Lybrand 
and worked in their London, Tehran, and New York offices before 
joining KESC. He is a fellow of the Institute of Chartered Accountants, 
England and Wales. During his professional life, Mr. Zaidi worked in 
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all major cities across four continents as an auditor, management 
consultant, venture capitalist, project developer, litigation expert, and 
business strategist. His major achievements include the divestiture of 
AT&T and litigation for the largest oil company in the World Court, 
Hague. He was also instrumental in transforming the Dabbagh Group 
from a purely Saudi operation into an international corporation with a 
diversified portfolio and thus achieved profit growth of more than 
1,500% in 5 years. He has been involved in the largest private sector 
acquisition in Iran for Savola (Saudi Arabia) and recently played a 
pivotal role in the KESC privatization and in completing the 
acquisition in record time of 4 months. 



13. Lt. Gen (R) Syed Muhammad Amjad, Chief Executive Of ficer. 
A former managing director of the Fauji Foundation, the largest 
industrial conglomerate in Pakistan, and an ADB partner for several 
successful projects, Lt. Gen (R) Amjad has been appointed KESC's 
new CEO and will take over from 5 April 2007. He has had a 
distinguished 36-year career in Pakistan's Army. While in the army, 
he held key appointments at the command and staff colleges, in 
addition to his final appointment as core commander. He is a recipient 
of Hilal-e- Imtiaz (Military) for his meritorious service in arms. He is a 
graduate of the Command and Staff College Quetta, and has a 
master’s degree in strategic studies from the National Defense 
College and Royal College of Defense Studies (United Kingdom). As 
a first chairman of the National Accountability Bureau, he was 
instrumental in the formation and consolidation of the institution. Upon 
retirement from the army, he was made managing director of the 
Fauji Foundation and was responsible for turning it into a leading 
conglomerate with business interests in oil and gas, power, cement, 
fertilizer, and financial services. He has also served as chairman of 
Fauji Kabirwala Power Company Limited as well as Fauji Oil Terminal 
and Distribution Company. Lt. Gen. Amjad is credited with formulating 
Fauji Foundation's vision of owning and managing 1,000 MW of 
power assets by 2010. As a result the foundation is now formulating a 
strategy for investing in Pakistan's thermal, hydro, and wind power 
projects. 

 
14. Safdar Ibrahim, Chief Operating Officer. Mr. Safdar Ibrahim 
has been with Siemens since 1982. He has served in various 
positions in Pakistan and Germany, starting with engineering and 
execution of power distribution networks. In 1988 he took over the 
responsibility of developing automation, instrumentation, and controls 
for process industries. In 
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1994 he joined the Power Generation Group of Siemens and 
executed several power plant projects in the public and private 
sectors. Mr. Safdar is a qualified engineer and has completed several 
technical and senior management training programs from Siemens 
AG Germany. 
 
15. Mohammed Asghar, Chief Financial Officer. A British and 
Canadian qualified chartered accountant with more than 25 years of 
professional experience in financial control, project management, 
investments, and general management, Mr. Asghar has worked in 
multinational organizations such as Bell Canada and Iridium Middle 
East (Telecommunications), PricewaterhouseCoopers and Deloitte & 
Touche (audit firms), Transworld (media), and First Takaful 
(insurance) in the United Kingdom, Canada, Middle East, and 
Pakistan. 
 
16. Mahmud Ansari, Chief Supply Chain Officer. Mr. Ansari brings 
a wealth of global supply chain management and procurement 
expertise spread over three decades to KESC. Most recently he held 
the position of CEO of a manufacturing facility in Karachi. He has 
served in various supply chain positions in Bell Canada and Saudi 
Arabia and also in the Pakistan Army Ordnance Corps. At KESC, he 
is focusing KESC’s supply chain management capability and 
processes to align them with the varying and complex demands of the 
utility industry environment. In his current position he is responsible 
for KESC’s global supply chain strategy, execution (including 
strategic procurement), and commodity management activities. 
 
17. Akram Durrani, Chief Human Resources Officer. Mr. Durrani is 
a human resources professional with 28 years of local and 
international experience. Besides planning, designing, and effectively 
implementing all human resources processes, his experience 
includes hands-on implementation of organizational restructuring, 
reengineering, change management, outsourcing, as well as sale and 
acquisition of businesses including associated due diligence 
processes. During his career he has been associated with Saudi 
Arabian Airlines in Jeddah as senior policy development specialist; 
Paktel Limited (a cable and wireless company) in Pakistan as general 
manager for human resources and company secretary; American 
Express in Pakistan and Singapore as director human resources; and 
State Bank of Pakistan (the central bank) as head/director of human 
resources. 
 
18. Ali Siddiqui, Chief Legal Advisor and Company Secre tary. Mr. 
Siddiqui studied in England with honors in law and is enrolled at the 
United Kingdom and Karachi Bar. He has served as an intellectual 
property adviser for Sotheby’s London, legal manager for Unilever 
Pakistan Ltd., and senior legal adviser for Shell Pakistan Ltd. Before 
joining KESC, he served as unit head of Legal and Group Company 
Secretary for the Engro Chemical Pakistan Ltd. Group of companies 
including Engro Foods Ltd., Engro Asahi Polymers and Chemicals 
Ltd., Engro Energy Ltd., and Engro Vopak Terminal Ltd. Mr. Siddiqui 
is experienced in all legal, corporate, and regulatory affairs covering 
litigation for civil, criminal, labor matters, and recoveries. He is well 
versed in drafting and providing opinions (contractual, banking, 



licensing matters, etc.), acquisition and mergers, company formation, 
financing and regulatory matters with regard to the State Bank, 
Securities and Exchange Commission of Pakistan, Karachi Stock 
Exchange, National Electric Power Regulatory Authority (NEPRA), 
Water and Power Development Authority (WAPDA), and Oil and Gas 
Regulatory Authority (OGRA). 
 
19. Muhammad Shehzad Yousuf, Chief Internal Auditor. Mr. 
Yousuf previously served as head of internal audit with Pakistan State 
Oil Company Limited, the largest oil marketing company in Pakistan 
with a turnover of around PRs300 billion. He joined the company as 
manager of internal audit in 2001 after completing 4 years of articling 
from A.F. Ferguson & Company. Mr. Yousuf had various auditing 
assignments during his tenure at Pakistan State Oil involving various 
national and multinational organizations. He initiated the complete 
revamp of 
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the Internal Audit Department during his tenure. His broad auditing 
experience has provided him exposure to areas such as finance, 
planning, information technology (SAP implementation), marketing, 
operations, procurement, administration, and customer services. 
 
20. Syed Zahid Badshah, Head, Information Technology 
Department. Mr. Badshah holds a master’s degree in computer 
science from the University of California at Los Angeles. He has more 
than 28 years of experience in Bahrain, Ireland, Kuwait, Pakistan, 
Saudi Arabia, United Arab Emirates, United Kingdom, and the United 
States. 
 
21. Dr. Eberhard Grauf, Head, Productivity Program Ener gy. Dr. 
Eberhard Grauf has more than 30 years of experience serving in 
managerial positions in areas of engineering and maintenance for 
nuclear power plants. Previously, Dr. Grauf served as the chairman of 
the International Working Group for Training and Qualification for 
Nuclear Power Plant Personnel for the International Atomic Energy 
Agency, and has been called on for numerous special evaluation 
missions for the agency. His technical and managerial competence 
will improve productivity in critical business areas. He is involved in 
training for KESC technical staff. 
 
D. Operation and Maintenance Contractor 
 
22. KESC’s newly formed (postprivatization board) has appointed 
Siemens AG (of Germany) as an O&M contractor for the O&M of the 
technical aspects of KESC. Siemens staff are fully integrated into 
KESC’s management team. 
 
E. Physical Infrastructure 
 
23. KESC’s infrastructure can be divided into the three areas of: 
power generation, transmission, and distribution networks. The total 
installed generation capacity of KESC is 1,756 MW. However, due to 
lack of periodic maintenance and upgrading, generation capacity has 
declined to 1,336 MW (dependable capacity). To meet additional 
demand, KESC buys power from WAPDA, Tapal and Gul Ahmed 
IPPs, and Karachi Nuclear Power Plant. KESC’s selfgeneration 
capacity has not increased since the last capacity addition of 210 MW 
in 1998.  
 
24. KESC’s transmission network comprises 220 kilovolt (kV), 132 
kV, and 66 kV circuits; and is connected to the WAPDA system 
through two 220 kV circuits and two single 132 kV circuits. These 
interconnections have a total transmission capacity of 1,060 MW. 
KESC’s distribution network consists of a low voltage 11 kV circuit for 
medium voltage feeders and 400 volts for all low voltage feeders, as 
well as more than 850 feeders for the 11 kV distribution network and 
9,200 transformers. The 11 kV distribution system consists of 2,200 
km of overhead and 4,060 km of underground lines. The 400-volt 
systems have 9,583 km of overhead and 921 km of underground 
lines. 
 



F. Human Resources 
 
25. As of December 2006, KESC employed more than 18,000 staff, 
with more than 1,800 working in management. Fifty-eight percent of 
the employees are involved in network maintenance (T&D), 25% in 
customer support, 7% in generation, 5% in corporate and finance, 3% 
in engineering, and 2% in human resources. Forty-six percent are 
permanent employees with lifetime employment and pension benefits 
including guaranteed postretirement health coverage; 54% are 
contractual employees. KESC’s new management has maintained a 
very good working relationship with union representatives. Since 
privatization, no layoffs have been announced; and during the due 
diligence mission, KESC’s chief human resources officer noted 
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the company’s plans to introduce performance-driven management 
and a reward culture by investing in the current employees. KESC 
management also confirmed to ADB that no layoffs are planned in the 
foreseeable future. 
 
G. Turnaround Strategy 
 
26. The new owners, in partnership with KESC management and 
Siemens, have come up with a three-tier turnaround strategy: 
(iv) Restructure and develop the organization to make the operation 
more customer-focused while improving collections and 
administrative losses. This will lead to better revenue protection and 
cash-flow generation, while enhancing KESC’s management 
capabilities and increasing customer satisfaction. 
(v) Balance, modernize, and replace the T&D network to be able to 
cater for peak capacity demand in the future and reduce technical 
losses, which will lead to lower energy losses and higher billing per 
units dispatched. 
(vi) Increase and improve KESC’s generation capacity to increase the 
revenue base, diversify sources of power for KESC, lower the 
blended cost of generation, and enhance the Karachi area’s overall 
generation capacity to cater for the increasing demand. 
 
27. Organizational Restructuring and Development. KESC owners 
and senior management are committed to developing and complying 
with industry best practices and management standards to ensure 
KESC’s success. Management has identified and developed key 
areas that will lead the company to success: 
(i) strategic direction and planning, 
(ii) corporate development, 
(iii) corporate governance, and 
(iv) best practices and compliance and monitoring. 
 
28. The implementation of these will enable management to 
distinguish between day-to-day management and longer term 
strategic planning. This capability will help retain the focus to achieve 
both short-term goals and long-term growth. 
 
29. With the strategic direction and planning, KESC has aligned its 
core values with its mission. Accordingly the following core values will 
guide KESC’s operations: 
(i) Vision customer oriented, innovative 
(ii) Attitude proactive, based on commitment, and respect 
(iii) Leadership based on integrity, trust, and teamwork 
(iv) Upright credible and reliable 
(v) Excellence in customer services with quality 
(vi) Synergy in team results 
 
30. Under corporate development, KESC management is committed 
to a corporate development program based on four primary 
classifications that are subdivided into 15 different areas (Table A7.2). 

 



Pakistan's Economy Comes of Age: Hope is in 
the air  

 

Pakistan's Stock Boom  

Rally Rolls On Despite Political Woes  

By ZAHID HUSSAIN  

June 11, 2007: Wall Street Journal  

 

Pakistani President Pervez Musharraf is caught in a political 

maelstrom as an election looms and popular criticism of the 

military-installed leader mounts. Yet Pakistan's stock market is 

soaring to record levels.  

 

Investment managers and stock analysts say the main reason is 

that despite Gen. Musharraf's political woes, his government's 

economic policies -- a successful privatization program, financial 

deregulation and other changes -- have worked. The result: an 

unprecedented influx of fresh foreign and local investment and 

sharply reduced government debt are paving the way for longer-

term expansion.  

 

And some analysts believe that even if Gen. Musharaff should 

lose power, any new government would likely keep in place his 

main economic policies.  

 

"Structurally, the economy now is on much firmer footing to 

sustain growth for next three to five years," says Mudassir Malik, 

director of Karachi-based BMA Capital Management, which runs 

the $30 million Pakistan Opportunity Fund, the country's first, 

offshore, dollar-based fund.  

 

That view has been reflected in a surging stock market. The 

Karachi Stock Exchange's 100 index has jumped more than 32% 

this year, reaching a record 13274.87 on Friday. That compares 

with a gain of 7.7% for the Dow Jones Industrial Average and a 
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rise of 6.3% in the Standard & Poor's 500-stock index.  

 

The market could rise further this week, analysts say, in the 

wake of Saturday's announcement of the government budget for 

the fiscal year that begins July 1. The budget, designed to 

sustain robust growth and appeal to voters, greatly increases the 

amount of development spending but imposes no changes in 

taxes on capital-market activity.  

 

The spurt on Pakistan's stock exchange has been powered by a 

record inflow of foreign funds, which is expected to exceed $800 

million in the year ending June 30. The bulk of the equity 

investments has come from funds in the U.S. and U.K.  

 

Total foreign direct investment has reached $6 billion this year, 

up from $4.5 billion in fiscal 2006. Most of the investment comes 

from Persian Gulf countries, whose investors have bought into 

many recently privatized state enterprises.  

 

"It is very clear from the inflow of both direct foreign investment 

and portfolio investment to Pakistan is that the investors de-link 

economic growth from politics," Mr. Malik says.  

 

Foreign funds now own 20% of the shares on the Karachi 

exchange, which has a total market value of $60 billion. Foreign 

investors have targeted the financial, energy, textile and cement 

sectors in particular. Popular stocks with foreign funds include 

Oil & Gas Development Corp., Pakistan State Oil, National Bank 

of Pakistan and Pakistan Telecommunication.  

 

Market analysts predict that Pakistan's stocks will remain 

attractive because they are significantly cheaper than those in 

Asian markets such as India, China, Thailand and the Philippines. 

For the current year, the Pakistani market is trading at a price-

to-earnings multiple of 10, "which is a 40% discount to average 

P/E multiples of other Asian countries," says Mohammed Sohail, 

director of equity broking at Karachi-based J.S. Global, one of 

Pakistan's largest securities firm.  

 



With international money seeking higher returns, Mr. Sohail and 

other analysts think the bullish trend will continue, despite the 

political uncertainty. "More and more funds are interested in 

Pakistan and those who are already there are comfortable with 

the current situation," says Ryan Floyd, vice president for 

emerging markets at New York brokerage firm Auerbach Grayson.  

 

"The Pakistani economy is very vibrant despite the politics and 

violence," adds Mark Mathews, a Singapore-based Asia strategist 

with Merrill Lynch.  

 

The apparent disconnect between Pakistan's political problems 

and its buoyant economy has become a striking paradox in recent 

years. Pakistan is expected to register 7% growth this year. The 

government has targeted 7.2% for the coming year.  

 

Under Gen. Musharraf and his economic czar, Prime Minister 

Shaukat Aziz, a former Citigroup Inc. banker, Pakistan has 

pursued an aggressive privatization program. In the past four 

years, the government has sold more than $5 billion in state 

assets, including banks, telecommunications and industrial 

companies. The program has particularly been successful in 

improving the financial sector, with privatized banks now 

accounting for almost 90% of the banking industry.  

 

Analysts credit privatization with easing the burden on the 

government's finances, resulting in significant improvement the 

country's fiscal position. Debt as a percentage of gross domestic 

product fell to 51.1% in 2007, down from 100% in 1999, when 

Gen. Musharraf came to power in a bloodless coup. That has 

lowered the risk premium that investors assign to Pakistani 

financial assets.  

 

Still, the market's immunity from political unrest could be tested 

soon, as the possibility of fresh crises loom. Gen. Musharraf, who 

has said he intends to seek a second five-year term as president 

after parliamentary elections scheduled for later this year, is 

under mounting attack.  

 

Comment [E89]: Czar? And selling assets for  
pennies on the dollar  is an achievement?? 



"If it comes to a point where uncertainty increases about Gen. 

Musharraf's political future it could start impacting the 

investments," says Sakib Sherani, an economist with ABN Amro 

Bank. "There will be a potential reassessment and a wait and see 

attitude."  

But some analysts expect basic continuity in economic policies 

even if Gen. Musharraf fails in his bid to retain power. They 

reason that almost all the country's mainstream political parties -

- as well as the powerful military -- are committed to economic 

liberalization. 

1 comments:  

nota said...  

Bulls*it! The stock market might be soaring but it is all a 

fraud and it will crash again any time like it did in 

March 2005 for the benefit of a handful of brokers 

and another cover up. How could our economy be on 

firmer footing when we have an increase in our debt 

of over 50% in the Mush years and mind you that is 

after selling almost every state asset (including 

banks, highways, etc.), over $20 billion cash inflows 

and $27 billion in expatriate remittances since 9/11. 

Despite all this our wonderous foreign exchange 

reserves stay at the magical $13 billion mark! 

 

Also please realize that all this talk of foreign 

investment coming in is total fraud. Case in point: the 

recent announcement that MobilLink was investing 

another $700 million. But if you care to look you will 

see that none of that money is coming into the country 

but is actually being provided to MobiLink by banks 

(MCB, HBL, UBL, ABL, HSBC and NIB) againt local 

depositors monies. Same is the case with PTCL(Where 

Etisalat is paying for the purchase from PTCL 

earnings) and KESC (which is mortgaging its assets to 

pay its bills and pocketing the cash collected from its 

customers), to name a couple more examples. By the 

way I am not clear if KESC was really "purchased" by 

foreign investment as well (see Govt to provide 



guarantee for loan obtained by KESC (2001) and Govt 

repays Rs22bn KESC loans... 

 

Nice Hanky Panky, huh? 
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Pepco puts KESC on notice: Utility asked to pay Rs3bn by 
April 1  

 

By Our Staff Reporter 

 
LAHORE, March 12: The Pakistan Electric Power Company (Pepco) 
has put the Karachi Electric Supply Company (KESC) on notice and 
advised the power utility to immediately pay Rs3 billion and submit a 
comprehensive plan for payment of the remaining amount. 
 
According to the new Pepco notice, the recovery of dues by customers 
to the KESC was not linked to the payment to the NTDC for the 
power purchased. It also said the KESC should enter into a power 
purchase agreement (PPA) for up to 300MW with the NTDC if it 
wished to continue to receive supply after April 1. 
 
Currently, there is no PPA between Pepco and the KESC. 
 
Pepco advised the KESC that if it wanted power supply from the 
NTDC it “must have a commercial power purchase agreement and 
requisite payment guarantee”. 
 
Alternatively, Pepco informed the KESC it could purchase up to 
500MW power directly from Hubco for which the company would be 
willing to provide an NOC and to help in working out the requisite 
modalities with Nepra, PPIB and Hubco provided �the KESC is � 
willing to enter into a PPA with Hubco on commercial terms with 
requisite guarantees and payment terms�. 
 
The KESC now has two options � it can make immediate part 
payment of Rs3 billion, submit a payment plan to Pepco / NTDC and 
enter into a PPA by April 1 or purchase up to 500MW power directly 
from Hubco under a commercial agreementwith requisite guarantees, 
a Pepco spokesman said on Wednesday. 
 
This is in accordance with the Nepra-determined tariff of NTDC 
which states that the KESC is a vertically-integrated utility and has 
not yet sought that its status be unbundled. Secondly, the KESC is not 
contributing to payment of capacity charges to the NTDC. 
 
According to the spokesman, non-responsive attitude of the KESC 
management left no option for Pepco but to stop the supply of 
260MW power on March 6. 
 
The notice said the KESC system, which generated 1,800-2,000MW, 
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collapsed without any apparent reason, most probably because of lack 
of contingency planning and poor operation management. �To 
facilitate commerce, business and the people of Karachi, Pepco 
restored the power supply with the limit of 100MW. However, this 
limit was grossly misused and as much as 290MW was drawn by the 
KESC.� 
 
�Subsequently, on the reference from various quarters and citizens of 
Karachi, to partially alleviate loadshedding, the load limit was 
increased on the request of KESC operations on the night of March 7 
to 200MW.� 
 
Referring to the letter of the Ministry of Water and Power containing 
clear directions of the secretary, Pepco reiterated that the KESC 
should observe the load limit which had been provided only on an 
interim basis. 
 
The Pepco spokesman said it was expected that the KESC would 
honour its obligations and responsibilities to its business partners as 
well as to the citizens of Karachi. 



 

March 14, 2008  Friday  Rabi-ul-Awwal 5, 1429 

Question mark over KESC-Pepco row 

 

By Our Reporter 

 
KARACHI, March 13: As the issue of the controversial dues of the 
Pakistan Electric Power Company (Pepco) outstanding against the 
Karachi Electric Supply Company (KESC) still remains unresolved, 
the city suffered another day of losses worth about Rs5 billion due to 
power outages. 
 
While, the secretary water and power has called the chiefs of the 
Pepco and the KESC to amicably settle the dispute, Karachiites 
braved yet another day of hours-long power cuts on Thursday as the 
power utility is said to have suffered a shortfall of 500 megawatts. 
 
It would be instructive to mention that the Pepco had set April 1 as the 
deadline for the KESC to pay the outstanding dues. 
 
The KESC officials are not responding to questions about the content 
of the Pepco’s notice as to why it was asking the power utility to pay 
for a unit if a Power Purchase Agreement (PPA) had been signed with 
the KESC. 
 
The KESC chief was also not available for comments as to why the 
utility did not challenge the unilateral increase in tariff by the Pepco in 
favour of the Water and Power Development Authority in 2006 after 
the privatization of the KESC. 



 
It is very strange that the Wapda continued to supply about 700 
megawatts without asking for the dues. The power supply demand 
of the city has resurged to 2,000 megawatts with the rise in mercury-
level. The power utility has been struggling hard since March 6 to 
meet the demand of the city but to no avail owing to its faulty power 
generation units of its indigenous production systems, much curtailed 
supply through the national grid, and highly wrecked status of the 
electricity transmission and distribution networks in the city. Sources 
in the KESC said that the Wapda supply for the city could not go 
beyond 220 megawatts at anytime during 24 hours. 
 
They said that the faulty and tripped generation units, one each at Bin 
Qasim and Korangi thermal power facilities, had been adding to the 
woes of the KESC to overcome power demands of the city of over 10 
million population. 
 
Among other problems, the KESC has not been getting the electricity 
input since March 6 from the recently commissioned DHA�s 
desalination plant. 
 
They said that the lingering row over payment of dues between 
Wapda and the city�s power utility, amounting to several billions 
of rupees was still far from over as the KESC, facing serious 
financial problems, could not pay the electricity dues any sooner. 
According to some media reports on Thursday, the Pepco, a 
subsidiary organisation of Wapda, had asked the KESC to pay Rs3 
billion as electricity dues till April 1. But the KESC sources say that 
the power utility is not at all in a position to observe the payment of 
dues in the given timeframe. 
 
The KESC sources say that in case the row between Wapda and the 
power utility remained unresolved then any drastic punitive action on 
the part of the Pepco, much similar to the action of March 6, would 
enlarge the power crisis to horrendous proportions having devastating 
effects on the social, economic, industrial, and trade activities of the 
city. 

Comment [E92]: Strange indeed 

Comment [E93]: KESCNEVER HAS ANY 
MONEY TO PAY ITS OWN ELECTRIC BILLS 



 
March 19, 2008  Wednesday  Rabi-ul-Awwal 10, 1429 

Pepco to give 100MW more to KESC 

 

By Mubarak Zeb Khan 

 
ISLAMABAD, March 18: The federal government announced on 
Tuesday that electricity supply to Karachi would be increased from 
200MW to 300MW till the end of this month to help the city 
overcome an acute electricity shortage. 
 
The additional electricity will be supplied by the Pakistan Electric 
Power Company (Pepco) and the National Transmission and Dispatch 
Company (NTDC) to the Karachi Electric Supply Corporation 
(KESC). 
 
The decision was taken at a meeting held here under the chairmanship 
of caretaker Minister for Water and Power Tariq Hamid. The meeting 
was attended by secretary water and power, additional secretary 
finance and the managing directors of Pepco and KESC. 
 
The meeting decided that the additional supply would continue till 
March 31 when KESC�s own plant would come into operation. The 
meeting was informed that additional electricity would be supplied to 
Karachi in spite of a gap of over 2000MW between supply and 
demand in the NTDC system. 
 
Karachi suffered major power breakdown recently after NTDC, a 
subsidiary of Pepco, disconnected supplies to the KESC over 
outstanding dues. 
 
The KESC is on a notice from Pepco to pay Rs3 billion by April 1 
against the outstanding amount of Rs37.5 billion. 
 
According to an official announcement, the meeting decided that the 
KESC would make all payments directly to Pepco. 
 
The ministry of finance assured the meeting of providing assistance in 
the recovery and adjustment of dues including general sales tax (GST) 
refunds from the Federal Board of Revenue (FBR). 
 
Meanwhile, caretaker Prime Minister Muhammedmian Somroo has 
directed chairman of the Prime Minister Inspection Commission and 
National Disaster Management Authority, Lt-Gen (retd) Farooq 
Ahmad Khan, to hold meetings with all stake-holders in Karachi so 
that the government could take required corrective measures for 
overcoming the electricity shortage in the city. 
 

Comment [E94]: When PEPCO acts, GoP comes out 
in support of KESC 

Comment [E95]: Remember KESC was sold for Rs. 
7.45 billion) 



An official announcement said Gen Khan had been asked to take a 
close look at the issue. He will hold meetings with the representatives 
of the KESC, Wapda and business community. 



 

 

 

 

 
 

June 28, 2007  Thursday  Jamadi-us-Sani 12, 1428 

 
Demand in cabinet for takeover of KESC 

By Ahmed Hassan 
 

ISLAMABAD, June 27: Minister for Ports and Shipping Babar Ghauri 
has severely criticised the Karachi Electric Supply Corporation�s 

performance and demanded its immediate takeover by the government. 
 

At a meeting of the federal cabinet held here on Wednesday, he said his 
party (Muttahida Qaumi Movement) had accepted the KESC�s 

privatisation on an assurance that it would get substantial investment in 
the country, but the new owners were reported to have sold out 25 per 

cent of shares in the stock market, thereby getting back the amount they 
had paid. 

 
Talking to Dawn, Mr Ghauri said he had demanded Rs800 million more 
for rehabilitation of storm and rain victims in Karachi. A grant of Rs200 

million has already been announced by the federal government. 
 

When he complained that inflated electricity bills were being issued and 
called for waiving June bills, Water and Power Minister Liaquat Jatoi 
said he used to receive monthly electricity bills of Rs20,000 to 25,000 

for his home, but this month he had received a Rs50,000 bill. 
 

Prime Minister Shaukat Aziz, who was presiding over the meeting, said 
he had convened a meeting in Karachi on Saturday to address the 

complaints and alleviate the suffering of the people. 
 

About the code of conduct for election, Mr Aziz informed the cabinet 
that he had started contacting politicians and had already spoken to 

Leader of Opposition in National Assembly Maulana Fazlur Rehman. 
 

Responding to questions at a briefing, Information Minister Mohammad 
Ali Durrani said the government was in touch with the Election 

Commission on the issue of new electoral rolls about which both the 
opposition and ruling parties had some reservations. 

 
He said the prime minister�s political contacts would be confined to 

leaders of parliamentary parties, and discussions would not be held with 

Comment [E96]: So this Demand for takeover of 
KESC is nothing new and same calls were made over 
two years ago 

Comment [E97]: Actually they got back more than 
they had invested (Bought at deflated 1.65, sold at 4.5 



exiled or unelected leaders on the code of conduct for polls. 
 

He endorsed PPP chairperson Benazir Bhutto�s views that there should 
be no bar on casting votes by people without Computerised National 
Identity Cards.Referring to the loss of lives and damage by rain and 

cyclone in Karachi and Balochistan, the prime minister said that grants 
of Rs200 million had been announced. 

 

 



 
September 27, 2007  Thursday  Ramazan 14, 1428 

KESC-Siemens row deepens 

 

By Our Staff Reporter 

 
KARACHI, Sept 26: A dispute between the Karachi Electricity 
Supply Corporation and Siemens over managerial powers and 
functioning deepened on Wednesday when the KESC announced 
termination of its contract for financial management with the 
European giant, terming it a cause of serious losses. 
 
Apparently in a harsh statement, the KESC said Siemens� association 
with the KESC had caused serious losses to the company and the 
recent failure to ensure proper functioning of the SAP software led to 
this final decision. 
 
�Amongst the various breaches committed by Siemens, which have 
caused substantial losses to KESC and tremendous inconvenience to 
the public, is the recent failure of Siemens to ensure the proper 
functioning of the SAP software programme, which controls the 
payroll of KESC employees, vendors� payments and various other 
outstandings,� said the statement. 
 
It said the KESC offered Siemens a timeframe from Sept 13 to 24 to 
remove such faults from the system and run it properly by Sept 25. 
 
�Upon Siemens� failure to do so on Sept 24, KESC terminated 
Siemens, involvement from the SAP system and made alternative 
arrangements in order to minimize the losses,� added the statement. 
 
The city has suffered major power breakdowns during the last couple 
of years since the KESC privatization, which triggered protests across 
the city, creating a law and order situation. However, the management 
saw the power crisis more manmade than created by the anti-
privatization forces within the utility. 
 
In 2005, a consortium led by Kanooz Al-Watan of Saudi Arabia 
acquired more than 70 per cent shares of the company at over Rs15 
billion. Later, the consortium entered into an agreement with Siemens 
(Pakistan) to act as a technical partner in reviving the corporation. 
 
However, the working relationship between local managements of the 
two foreign groups has not been an ideal one, which ultimately caused 
misery to the consumers. The situation looks set to worsen in the 
coming days. 
 

Comment [E98]: Siemens vs. KESC: Excuse used to 
get rid of Siemens is funny: Software for payroll not 
working (How does that stop from generating 
electricity??) 

Comment [E99]: “Kanooz Al-Watan of Saudi 
Arabia” – Another name for Al-J 



�In response to a notice issued by the KESC on Sept 25, KESC has 
received two notices from Siemens threatening to terminate the O&M 
(operation and management) agreement if the alleged defaults are not 
cured within 45 days. The causes to this are disputed by KESC and 
will be appropriately responded to,� added the KESC statement. 
 
Sources close to the two companies said the KESC would have to 
compensate Siemens if it adhered to its decision.�The agreement 
between the two sides suggests if it is terminated by the KESC, it will 
have to compensate Siemens for each year of the remaining term of 
the agreement in an amount equal in aggregate to $16 million or 65 
per cent of the fixed fee for the remaining term of the agreement,� 
said a source, citing one of the agreement clauses. 

Comment [E100]: Ah, so it was a case of “You can’t 
quit—I am firing you” AND again KSC NOT paying its 
bill 

Comment [E101]: Interesting once again: Siemens 
which was doing all the work as far as O&M is 
concerned was only getting $16 million. 



 
June 21, 2008  Saturday  Jamadi-us-Sani 16, 1429 

 UAE-based group to take over KESC 

 

By Shamim-ur-Rahman 

 
KARACHI, June 20: The Dubai-based Abraaj group of companies 
is likely to announce on Monday a new CEO who would take over 
management of the Karachi Electric Supply Company from the 
Aljomaih group following finalisation of a deal through which the 
Saudi company offloaded 50 per cent of its 73 per cent shares and 
management in the utility, sources said on Friday. 
 
The Dubai based Abraaj which is a leading regional financial and 
capital investments group, besides being involved in real estate 
business, has been engaged in the �due diligence� process in the 
KESC from its seaside office in the metropolis. 
 
The Dubai-based company has pledged to dole out 400 million 
dollars to the government, which to some extent relieved pressure on 
its budget-makers. 
 
But the big question is why the new bosses of the KESC have 
agreed to take charge at a time when the company has suffered 
huge losses, borne out by the financial statement of the company 
for 2007-08. 
 
During the period transmission and distribution losses were 30.80 per 
cent. According to the report, the KESC was to pay Rs 26 billion to 
the different providers. 
 
Although no names have yet been disclosed, insiders were tip Mr Arif 
Naqvi to take over as the new KESC CEO. Mr Naqvi , as chief 
executive of Abraaj Capital, had earlier made efforts to bring in 
investments to the tune of one billion dollars to Pakistan by 2010. It 
had set up a Pakistan-focused 300 million dollar fund . 
 
Meanwhile, KESC�s Executive Director Tanzeem Naqvi, who is also 
being mentioned among the probables for the top slot, claimed that 
under his watch, the company had been able to make a profit of 
Rs 4 billion in billing charges. M/S Aljomaih group of Saudi 
Arabia, the main partner in the consortium, which had purchased 
73 per cent of the shares (9.611 billion shares) @ Rs 1.65 per share for 
a total amount of Rs 15.86 billion. 
 
Despite restrictions of no off-loading of shares before 
three years, Aljomaih secretly sold out 25 per cent of 

Comment [E102]: Another “UAE-Based” group 
from Cayman Islands. And their main business? Ral 
estate. This group is headed by a young Pakistani 
wheeler dealer who probably managed Zardari’s (and 
may be Nawaz?) properties inDubai 

Comment [E103]: If ture,ILLEGAL,as AlJ was not 
allowed to sellits shares before three years. Here we hear 
of them having off loaded them and sold rest to Abraaj 
(But today it is being denied and claimed AlJ still holds 
them and is awaiting the three year term to expire before 
they transfer them over. If that is the case, then how 
come Abraaj was able to take over WITHOUT owning a 
single share?) 

Comment [E104]: Good question indeed and makes 
no sense as every asset of KESC is mortgaged (even 
future payments from big industrial clients have been 
hawked) and KESC is heavily under debt. Only reason it 
makes sense is if there is a lot of hanky panky being 
hidden. And now we know…(Sorry excuse given was we 
are here to help our city/country) 

Comment [E105]: Their TOTAL fund is $300 
MILLION but are buying KESC alone for $400 
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Comment [E106]: “Profit” of 4Billion declared 
Kanooz Al-Watan of Saudi Arabia 



shares @ Rs. 4.50 to Mr Naser Al-Marri of Kuwait and 
appointed him as vice chairman. 
 
Thus the Saudi investor siphoned back Rs 10.81 billion, 
whereas approximately Rs 22 billion were outstanding at 
the time of privatisation to be recovered by the new 
owners. 
 
According to sources the new deal, details of which are not known, 
the Dubai-based investor had promised to make 400 million dollars 
investment in the problem-ridden utility. But the new investors 
have not pledged investment in generation and transmission 
sector of the utility, lack of which is the cause of the power outages. 
 
It may be pointed out that before privatization the 
government had resorted to reduction of face value of 
share from Rs 10.0 to Rs. 3.50 thereby reducing the total 
paid up capital of 13.167 billion shares from Rs. 131.67 
billion to Rs. 46.08 billion only and waiver of Rs. 92 
billion debts. 
 
After the disastrous experience with M/s Siemens as Operations and 
Management Contractors; new contract was placed on ABB for 
setting up 220 MW Power Station at KTPS. The funds (US $ 500 
Million) had been arranged by M/S Aljomaih through a 
loan from IFC under sovereign guarantee of 
Government of Pakistan and by pledging KESC�s 
assets and property which also negates the claims that 
the Company had been privatized for the purpose of 
investment by the rich owners. 
 
The KESC, after its 2 and half year of its privatization, has only 
shown decline in its performance, and practically driven the 
company to a direction where it was feared to be sliding rapidly in 
the black hole. The present management added to its 
difficulties by killing KESC financially. Presently  there 
is not a single asset of KESC which has not been 
mortgaged. Even large Industrial customer’s 
accounts are mortgaged to the generating company 
to whom the payments of such customers are 
directly being debited. 
 
It may be pointed out that Abraaj group does not have any 
experience of managing a power supply utility. This could lead to 
yet another nightmare which the people of this city endured when 
Siemens were the management contractors. Insiders said Abraaj buy 

Comment [E107]: Over 2.4 Billon shares sold 
illegally (to whom?) at Rs. 4.5/share, netting them Rs. 
10.81 billion. Remember in tis time period they have 
been also siphoning out ALL money collected through 
electricity bill payments by consumers  

Comment [E108]: So when they bought KESC for 
Rs.15.86 Billion (in reality half that at best), they also 
got this Rs 22 billion gift as well (plus Rs 90 billion of 
debt forgiven/taken over by GoP) 

Comment [E109]: Another “promise”. Also note this 
means they did not give the govt a penny 

Comment [E110]: Biggest con. So before 
privatization, the value of the company was Rs.131.67 
billion. It was intentionally reduced to Rs. 46.08 billion 
AND Rs 92 Billion of its debt waived off. Even then it 
was sold for Rs 15.86Billion  (Value should have been 
Rs131.67 Billion plus 92 Billion = Rs 213.67 Billion) 

Comment [E111]: Here is another theft: Rs 500 
Million load given to AlJ guaranteed by GoP which I am 
sure AlJ never payed and you and I are paying it. ($500 
Million = Rs 30 Billion (at $1=Rs 60) ~ Twice what Al-J 
paid for KESC (actually four times) 

Comment [E112]: This is the killer.So EVERY 
ASSET, even its accounts of its customers are 
mortgaged. This is what convinced me AlJ would run 
AND soon we will hear calls of “re-nationalization” but 
that will only benefit the bankers holding those 
mortgages with GoP footing the bill for loans plus 
interest…Renationalization will complete the con. 
People will think they have “won” but they will be the 
biggest losers. 

Comment [E113]: Just like Al-J had no such 
experience 



out is supported by elements supportive of a leading Sindh-based 
political party. 
 
Meanwhile the KESC suffered a shortage of 350 MW which had 
forced the utility to persist with outages which in many areas extended 
up 9 hours at a stretch. Defence Phase V extension was the e the worst 
hit where there was no electricity for more than nine hours. Residents 
alleged the KESC staff was not telling the truth. Both industry and 
trading community also continue to suffer with the domestic 
consumer. ENDS 

Comment [E114]: “Saudi Political Party?” What the 
hell is that? Or is it Super-thief-CitiGroup-Owner Turki? 
Remember Shauki?? 



 
August 02, 2008  Saturday  Rajab 29, 1429 

 
KESC’s new owner charges 11pc tax 

 

By Our Reporter 

 
KARACHI, Aug 1: Taking command of the power utility through cell 

phones the Abraj executives, with the consent of Aljamoiah, have 
levied 1 per cent General Sales Tax (GST) and 10 per cent 

withholding tax on consumers of the Karachi Electric Supply 
Company on behalf of the government, sources said on Friday. 

 
The withholding tax is collected from industrial consumers, whose 
power consumption exceeds worth Rs20,000. The KESC operators 

have included this in the bills of June. 
 

Commenting on the new development, former president Karachi 
Chamber of Commerce and Industry Haroon Farooqui maintained that 

levying 10 per cent tax would cause further closure of small and 
medium size business. 

 
”In fact, withholding tax is a trick to gather revenue in advance from 
businessmen but at the end of the fiscal year, the government would 
have to refund excess amount in case the total amount of income is 

proportionately less than the deducted amount of withholding tax,” he 
said. 

 
The government had declared 5 main industries as zero-rated 

industries and has exempted textile, leather, carpet, sports and surgical 
goods. The Site Association of Industry has taken up the matter with 

the Federal Board of Revenue. Industry and business sources termed it 
a “total chaos” and nobody knows who was calling the shots. 

 
Shehri-CBE former chairman Khatib Ahmed said that the GST 
and withholding tax was supposed to be levied from July 1, but the 
KESC has collected these two taxes from June. It is a cognizable 

offence and the government should discuss the issue in parliament. 
 

The government should clarify that the revenue thus generated would 
be spent on the people of Pakistan. It is not a simple matter. The 

KESC has collected millions of rupees “illegally” by adding these 
taxes in electricity bills of June. 

 
If the government feels that this issue could not be discussed in 

parliament, nor people be informed through media, then the Supreme 
Court of Pakistan should take suo motu notice and take the 

responsible to task, demanded Ahmed. 

Comment [E115]: Exactly… 

Comment [E116]: The unholy trinity – let’s refer to 
it as Al-Ab-GoP joining hands to rape the common man 

Comment [E117]: But the government is party of 
this crime 



 
The National Electric and Power Regulatory Authority (Nepra) 
has accepted that the KESC has been awarded monopoly. This 

authority allows KESC to increase tariff but it does not take 
notice of dozens of critical violations, which the KESC has made 

from the very first day of its privatisation, he maintained. 
 

All Pakistan Organisation of Small Traders and Cottage Industries 
general secretary Mahmood Hamid was of the view that the increase 
in gas and electricity tariffs, levying of 10 per cent withholding tax 

and 1 per cent increase in GST is tantamount to crush small and 
medium enterprises. 

 
These measures would cause shutdown of local trading and thousands 

of people would face unemployment. . 
 

The KESC Employees Union general secretary Latif Mughal said that 
the KESC was presently running without a managing director after 
Gen (retd) Amjad Hussein departed last week and the UAE-based 
company Abraj purchased 73 per cent right shares from Aljamoiah 

Group. 

Comment [E118]: Aren’t ”MONOPOLIES” against 
the law?? 

Comment [E119]: So NEPRA is doing opposite of 
what is its claimed mandate 



 
September 19, 2008  Friday  Ramazan 18, 1429 

PTCL, KESC owe millions in property tax dues 

 

By Muzaffar Qureshi 

 
KARACHI, Sept 18: The City District Government Karachi (CDGK) 
has issued notices to Pakistan Telecommunication Limited (PTCL) 

and Karachi Electricity Company (KESC) for recovery of millions of 
rupees in property tax dues. 

 
The District Officer Property and Entertainment Tax, CDGK, has 
asked the PTCL and the KESC to clear Rs199.7 million and 

Rs37.67 million, respectively, outstanding property dues 
immediately. 

 
The notice sent to the Executive Vice-President Operations PTCL, 

South, says that in the event of non-payment of tax dues the 
department will be compelled to initiate action under the Land 

Revenue Act, 1967. 
 

However, PTCL subordinate offices had failed to clear the outstanding 
dues despite repeated reminders. 

 
The PTCL executive was also informed in the notice that the appeal 
and revision application dated 16-11-2007 had already been rejected 

by the competent authority. 
 

Therefore, the utility company was advised to arrange payment of the 
outstanding dues of property tax immediately to avoid any local 

recourse/coercive measures. 
 

Dawn has made several attempts to reach the PTCL executive vice-
president but his secretary said he was busy in a meeting. 

 
The city government district officer in a similar notice to the KESC 

advised it to ensure payment of the outstanding tax dues immediately 
to avoid any legal action. 

 
The notice also attached a list of division-wise properties of KESC on 

which tax was outstanding. 
 

Mohammad Sami, KESC Deputy General Manager 
 

Real Estate, told Dawn that the delay in payment might be due to 
change of guards as the power utility had no management for the last 

one and half months. 
 

Comment [E120]: Actually Rs. Rs 237 Million -- 
Taxes they will never pay 



He said that his company received a number of property tax challans 
and paid the amount if the tax had been correctly assessed. 

 
�Where there is a dispute on tax assessment the company challenges 

the same,� he added. 
 

He showed his ignorance about the particular notice saying that the 
KESC has over 160 property units in 11 divisions. 

 
It may be pointed out that the under the Sindh Local Government 

Ordinance property tax and entertainment tax have been devolved and 
its proceeds are transferred to the city district government. 

 
The responsibility of collection of these taxes however rest with the 

Ministry of Excise and Taxation. 
 

Director General Excise and Taxation Asif Marghoub Siddiqui told 
Dawn that these utility companies act quickly to disconnect services in 

case of non-payment of bills by their consumers, but they do not 
bother to pay their tax liabilities towards other departments. 

 
The property tax collection fell by Rs25 million to Rs1,276.5 million 

in 2007-08 against Rs1301.6 million collected in 2006-07. The decline 
was due to non-payment by some big defaulters who had moved 
courts to avoid action by the department for recovery of its dues. 



KESC disburses whopping salaries 
By: Sadia Saeed | Published: September 29, 2008  

KARACHI - The new management of the KESC has got its first 
attractive salaries worth millions of rupees, reliable sources told The 
Nation here on Sunday. 
As the government has announced that the salaries in all the 
companies and government offices should be issued before Eid, the 
KESC management proves its efficiency by issuing huge salaries of 
their new CEO and 40 directors on Saturday. 
The new CEO, Naveed Ismail, had been a whopping amount of Rs 
4.2 million, which proves to be the highest amount ever paid to any 
CEO of the company. The Chief Financial Officer, Jaleel Tarin, has 
got the handsome package of Rs 3.5 million. Jan Abbas Zaidi, chief 
operation officer distribution, Dale Sinkler, chief officer generation 
and distribution along with Zafar Usmani, director human resource, 
have got the attractive amount of Rs 2.5 million each as their first 
salaries from the company. 
It is also worth mentioning that rest of the 40-member team of 
directors is also provided with the handsome amount of Rs 0.4 to 0.5 
million each. It is to be noted here that these directors have been 
appointed on the posts where the officials are already working.  
These salaries which have been offered to the new team of 
management are an added burden to the fragile financial condition of 
the company. It is worth mentioning that company has Rs 63 
billion as liabilities. The new buyers have successfully curtailed 
this huge amount of debts by their successful negotiations with the 
government.  
The government has ensured the Abraj Group that these 
liabilities will be owned by the government. The company 
has operated its functions without any top-level management and this 
situation has left the company with huge amount of debts. On the 
other hand, corruption has taken over the company immensely. No 
department in the company is saved from this malpractice. It is by far 
the biggest challenge for the new management to stop this criminal 
activity that has deeply rooted in the company. 
It remains inquisitive that with such gigantic debts how the utility will 
manage its affairs after paying such a huge sum in remuneration of the 
new management. 

Comment [E121]: WHOPPING indeed!!!! 

Comment [E122]: Robin Hood in reverse… 

Comment [E123]: It’s called good management…. 



 

 
 

 Give KESC some breathing space 
 
 
 
Thursday, October 23, 2008 
By Ikram Sehgal  
Karachi is going through a massive makeover, the most visible change being the construction of many flyovers 
and some underpasses. The massive water and sewerage projects, being underground, are less visible to the 
eyethan what is being done overground, except when they create obstacles for the public and traffic. The MQM's 
Mustafa Kamal was a brilliant choice as Nazim (Mayor), having both intention and knowhow, and the vigour of 
youth in contrast to his predecessor, Naimatullah, who was certainly well-intentioned but his attempted urban 
renewal was haphazard and unplanned. Mustafa Kamal symbolises MQM's commitment for its evolution from a 
militant party fighting for the rights of a vast "silent majority" and giving them a voice in the 1980s, to the 21st 
century political entity engaged in providing responsible governance. In danger of becoming a giant slum at the 
end of the last century, the concerted urban renewal symbolises the beginning of hope, vital for the future of not 
only Karachi but for the rest of Pakistan. 
 
Known as "the city of lights" through the previous century, the irony is that the beginning of the 21st century the 
lights are gradually going out all over Karachi. As Pakistan's main port city as well as its major manufacturing 
base, this city gives the country the foundation for its economic life. For Pakistan it is vitally important that the 
Karachi Electric Supply Corporation Ltd (now known legally by its acronym, KESC) succeeds in generating and 
distributing electricity to nearly 2 million consumers, industrial, commercial and residential.  
 
KESC started its slide in the 1980s with the shortfall between electricity being generated and the consumers' 
demand widening. To an extent the Independent Power Producers (IPPs) that started to come on line in the 
mid-1990s closed the gap. Unfortunately, corruption had eaten to the core of this important entity and had 
become all-pervasive. Temporarily brought under control by Musharraf's undeclared Martial Law in October 
1990; this could not last long as the "monitors" themselves soon joined in earnest in the fun and games.  
 
Privatisation in 2005 did not bring relief, the new owners being more wheeler-dealer than management-oriented. 
While they did "close" contracts for more power generation, they also made major mistakes, among them 
handing over operations to a third party. Dual management in any entity, corporate or otherwise, has never 
succeeded, with triple management there was bound to be confusion and acrimony. Acute shortages of 
electricity increased in the face of increasing demand. With the "feel good" consumer economy in full bloom, an 
overflow of air-conditioners, microwaves, refrigerators, TV sets, new housing, etc., all added up to massive 
demand against the electricity available. Along with system overload, the infrastructure started to break down, 
pilferages multiplied and revenues dried up, mainly because of incompetent, inefficient and corrupt 
management. 
 
The final nail in KESC's coffin was the decision by the new owners to fire the operating company (if only for the 
sake of their reputation, they would have kept KESC going) and appointing Lt Gen (Retd) Mohammad Amjad as 
the new CEO. Known for his honesty and integrity, Amjad had nevertheless surrounded himself as Head of the 
National Accountability Bureau (NAB) with corrupt close aides, almost all of whom can be prosecuted by NAB for 
"living beyond their known means of income." His performance as Head of Fauji Foundation had exposed his 
corporate limitations. In KESC Amjad again surrounded himself with incompetent, inefficient and corrupt 
subordinates, almost without exception they proceeded to take KESC to the cleaners. No corporate entity in the 
world can afford such horrible management, least of all a troubled entity like KESC.  
 
Amjad's demolition crew was the proverbial straw that broke Al-Jomaih's back. Deciding that they 
had bitten off more than they could chew the Al-Jomaih consortium looked around for a safe exit. Given the 
worsening economic and security circumstances, things looking bleak, a worst case scenario was a possible 
takeover by the federal government to prevent KESC putting the lights off going off throughout the city. Since 
water pumping depends upon electricity, the city would have soon run dry. 
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Into this cauldron Abraaj Capital rode in as a White Knight. Dubai-based and multi-national in all senses 
of the word, it is Pakistani-heavy, led by the brilliant Arif Naqvi. No pushover as a businessman, one really is 
surprised why he decided to step into the breach. With emotions in play as a Karachiite and as a Pakistani, Arif 
took the calculated risk that the KESC "black hole" can be a major profit centre if it is stabilised and rejuvenated, 
requiring a lot of effort, including a massive infusion of corporate sanity. KESC requires financial re-engineering 
and political support of the massive kind. Having put his money where his mouth is, success depends upon the 
support of the real stakeholders, the people of Karachi. 
 
Abraaj has taken some vital steps in the resuscitation of KESC. They have bought in their proven "A" Team from 
Dubai headed by the brilliant Farrukh Abbas to look after Abraaj interests overall in Pakistan. As someone who 
admires Anjum Niaz for her many accomplishments, one felt she should have looked beyond the Farrukh Abbas 
family tree and given him the benefit of his proven brilliant record in turning sick companies around, for the past 
few years very profitably for Abraaj in many countries of the world. In Pakistan merit is often disqualifier, family 
connections should not disparage merit and outstanding competence. The Abraaj team benefits from an 
outstanding power sector executive, Tabish Gauhar, with good experience in Pakistan as well as quite a 
few troublespots in the world. Within KESC it has assembled a formidable team of honesty, integrity and 
competence, headed by CEO Navid Ismail, who in accepting this challenge has hands-on experience 
in Ukraine, Georgia, Argentina, etc.  
 
As CFO Abraaj has brought the ever-dependable Jalil Tareen back from Dubai. As Shaukat Mirza's closest aide 
this technocrat helped turn PSO around. Jalil left in utter frustration when Shaukat Mirza's successor 
undeservedly took all the credit. As head of organisation management, KESC has acquired the services of the 
best man available in Pakistan, Zafar Osmani, poaching him away from an outstanding HR job done in Habib 
Bank. In the ultimate analysis Abraaj must exploit KESC's greatest potential, its well qualified and experienced 
personnel reservoir. If Abraaj can act as the catalyst to create dynamics in this outstanding asset, KESC will 
easily light up Karachi again. 
 
While financial investment is necessary to build up the generation capacity and carry out massive overhaul of the 
distribution system, political and financial space is crucial if the new management of KESC is to succeed. The 
vultures are circling without realising (or they probably well know) that KESC is in fact a national 
security issue, if the lights go dim in Karachi, so will they in the rest of Pakistan! What Karachi (and Pakistan) 
badly needs is that KESC must function. To put it bluntly, it is critical that KESC is given that space, only then will 
Karachi get the badly needed breathing space it deserves as Pakistani's primary city. 
 
 
 
The writer is a defence and political analyst. 
 
Email: isehgal@pathfinder9.com 
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 The superclass 

 
 
 
Tuesday, November 04, 2008 
By Anjum Niaz  
Fearing an inferno, the government moved swiftly. Suddenly the minister for water and power discovered huge 
deposits of aqua in Mangla and Tarbela Dams just lying around doing nothing. He ordered his engineers to fling 
open the floodgates and, voilà! our light bulbs came on. It just needed several hundred "little people" – men and 
women – coming out on the streets. Some screamed, most cried and some got violent. They just could not 
afford the double of what they normally pay for their electricity consumption. It was blue murder, they keened. 
Setting up little fires across the country, the protestors refused to pay their bills and instead set fire to them, 
chanting anti-government slogans. Such scenes scared the "elected leaders" who huddled together to 
brainstorm. The decision came thick and fast: withdrawal of new rates topped by an apology from Water and 
Power Minister Raja Pervez Ashraf. 
 
Shall we conclude, then: unless the people come out on the streets and challenge the establishment, the small 
inner circle of "superclass" gives a damn? Who is this superclass? In Pakistan it's made up of a clique of self-
interested elites enjoying political, financial and international power. It's made up of politicians, civil and military 
big guns, feudals, industrialists, multinationals, public and private enterprise barons, civil society leaders, 
corporate media magnates and influential families from the four provinces. Pakistan may today have 44 percent 
of its people living below the poverty line, but the fortunes of the superclass always spiral; never plummet.  
 
Street power, if used judiciously, can move mountains, right? But if misused by malcontent operatives wanting 
to bring down the government and play havoc with national resources by going on a destructive binge it will 
always fail. Maybe the next time these "little people" will come out on the streets to demand that the superclass 
bring back their billions and not tangle with IMF loans. Should the Americans vote for Barack Obama today, the 
46-year-old has promised to "redistribute wealth." He'll tax the wealthy to pay the poor. "When a CEO is making 
more in 10 minutes than an ordinary worker's making in an entire year . . . something is wrong, something has 
to change," declares Sen Barack Obama. 
 
And that is exactly what's being enacted at the newly-taken over KESC--outrageous salaries for its CEO 

and 40 executives. Normally, I avoid commenting in my columns on other columnists and what they write--
fairly or unfairly. It's not my business to poke my nose into their affairs of the pen. Since Mr Ikram Sehgal took a 
swipe at me in one of his columns recently, I must respond. He took affront to my mentioning that Farrukh 

Abbas, the CEO of Abraaj Capital (Pak) was getting a hefty Rs4.5 million monthly salary 

for heading KESC; and that he was related through marriage to Mrs T Hakim Ali Zardari. I think the 
public has every right to this information. Shaheen Sehbai's investigative story on Abraaj segued by an 
editorial in this newspaper last Friday and Saturday, respectively, must have further aggravated Mr Sehgal, 
who has been crusading for KESC's new management in his columns.  
 
The editorial goes: "The company (Abraaj Capital), which emphasises its track record of accountability and 
transparency, has stressed that these persons (Farrukh Abbas and company) were appointed on the 

grounds of merit alone and on the basis of their desire to serve people. Sadly, this is not a version of 
events most people in the country will be willing to believe. Even though it (the PPP) has been in office for 
barely eight months, accounts of corruption, nepotism and blatant abuse of power involving members of the 
new government and other who hold high office can be heard everywhere. The past reputation of prominent 
figures only spurs this on. So too do the admissions made by Abraaj. In the Pakistani context, it seems 
obvious how certain people got key posts. They are also reported to be drawing extravagant salaries. These 
latest revelations will only add to the distrust for politicians that is deeply rooted in our society, with persons 
elected by people then using their power to rob the country they claim to serve. These people need to come 
forward and explain what has been happening at the KESC and why the controversial appointments were made." 
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To further deconstruct and navigate through this legal labyrinth can be too technical for the lay reader. So, 
bottom line: does Abraaj, which is incorporated as a Cayman Islands company, want control of KESC, 
which is a Pakistani company? It has already entered into an agreement with another offshore 
company called KES Power Ltd. This overseas holding company owns 72 percent shares in KESC. 

Both the companies fall within Pakistan's jurisdiction, yet Abraaj's circuitous route to ownership of 
controlling shares is raising red flags. Pakistani law protects the rights of minority stakeholders 

and therefore insists on "mandatory public intimation and offer requirement" whenever a company 
acquires more than 10 percent in a company. Why must Abraaj be exempted from going through 
this process?  
 
Superclass, written by David Rothkopf, can perhaps provide the answer to my question above. The book is about 
the super-wealthy and the super-powerful world elites. The power brokers are people in international business 
and finance and the defence industry. "They move freely into high positions in their nations' governments and 
back to private life largely beyond the notice of elected legislatures, which remain abysmally ignorant of affairs 
beyond their borders. Their disproportionate influence over national policy is often constructive, but always self-
interested." Rothkopf has identified roughly 6,000 individuals who have "the ability to regularly influence the 
lives of millions of people in multiple countries worldwide." They are the "superclass" of the 21st century, 
"spreading across borders in an ever-thickening web with a growing allegiance," Rothkopf argues, "to each 
other, rather than to any particular nation."  
 
Let's now move to the superclass in Pakistan. While 44 percent of our people are living below the poverty line, 
according to the latest World Bank report, the superclass is partying as if there was no tomorrow. Prime Minister 
Yousuf Raza Gillani is a lucky man. Barely in office for seven-and-a-half months and he has already married off 
two of his sons in royal style. Photos of the happy couple (son # 2) are circulating on the Internet. The marriage 
was hosted by President Zardari at the Presidency just as Pervez Musharraf hosted the mehendi ceremony of his 
daughter-in-law Irum Bilal's sister at the Presidency, which was decked up like a dulhan in yellow! This is our 
superclass; they form a chain like the lazy-daisy embroidery stitch that joins one super-wealthy to another to 
complete the dictum of John Lehman, a former US navy secretary: "Power corrupts. Absolute power is kind of 
neat." Apart from Olympia-style nuptials, kickbacks in defence deals are back with a vengeance. According to 
someone in the know, the Pakistan Air Force was told to buy three AWACS (Airborne Warning and Control 
System) aircrafts from China recently. Sitting in the deal was the son of a VVIP, negotiating the purchase. "Since 
this was China's maiden attempt at making AWACS, Pakistan became the guinea pig as its first buyer!" the 
source said.  
 
It's only when a government falls does the dirt come out and the truth revealed. There are too many of us 
"superclass" media types working 24/7 deflecting facts that the rumour mills continue to throw up. Most of us 
have vested interests that keep us from making vital information public.  

 
While AWACS are being purchased to keep the Indians out of our airspace, who is going to keep the Indians out 
of our cyberspace? Recently the Website of the Pakistan Academy of Letters was hacked with the message "97 
India was here. This site sucks just like Pakistan and has been owned by 97! Ha ha ha. East or West India is the 
best. You'll always remain light years behind India." 
 
Say what? 
 
 
 
The writer is a freelance journalist with over twenty years of experience in national and international reporting. 
Email: aniaz@fas.harvard.edu 
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KESC new buyer not to accept Rs63b 
liabilities 
By: Sadia Saeed | Published: September 11, 2008  

KARACHI- The new buyer of Karachi Electric Supply Company 
(KESC) is not willing to own over Rs63 billion worth liabilities of the 
KESC, The Nation learnt on Wednesday. 

Abraj, a UAE based Group has acquired stake of KESC from Al-
Jomaih Group, along with the management control and the new 
company has shown reluctance to own billions of rupees worth 
financial liabilities of the KESC said sources. 

The management of the company has approached the federal 
government to get cleared the financial liabilities of the KESC before 
the complete change of management, said sources. It is pertinent to 
mention here that KESC has the large dues of WAPDA, it constitute 
Rs.56 billion of the total amount, Rs.0.75 billion of PSO and Rs.9 
billion of Sui Southern Gas Company are also added to the debts of 
the company. The new management has urged the government to 
provide them with suitable agreement as the government in the past, 
when KESC was first privatized, had provided a favourable condition 
to the management by taking the losses as its amount of shares. 

“The condition of KESC is worse at the moment and there seems to be 
no refuge from the existing state as the company is running without 
any MD and corruption is at its peak in the company. Almost 
everyone there is trying to have full advantage of this situation,” said 
the source. 

It is also worth mentioning here that according to the privatisation 
rules the shares of this company cannot be transferred to any 
other buyer before November 2008. “The agreement has clearly 
barred the transfer as three years time period has to be passed by” said 
the source.  “The major issue remains the generating ability of the 
company; the KESC management has not managed even to provide 
the company with any new innovative power generating system in 
past three years. It is the test of the new management that how they 
can deal with the existing power and management crisis faced by the 
company,” said the source. 
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KESC saga -- "the final episode” 
By Hamid Maker October 26, 2008  

In my last article I had written about the meeting at the SITE 
Association office to discuss the tariff increase in KESC. As reported, 
the meeting was very well attended by industrialists, traders, 
shopkeepers, and myself, representing the consumers.  
Sindh Industries and Commerce Minister, Rauf Siddiqui, was also 
present and heard speeches of business leaders on the damaging 
impact of the rise in electricity tariff on industry. Anjum Nisar, 
President KCCI stated that energy charges would further burden 
production costs and would be the last straw that would break the 
camelâ€™s back.  
 â€œUnless the government takes immediate steps and comes to the 
rescue of the industry, factories would be forced to close down. This 
would result in thousands of workers loosing their jobs, create a law 
and order situation and the loss of precious foreign exchange, which 
was at an all time lowâ€�.  
In the end, Zubair Mottiwala read out a resolution which stated: 
â€œPower bills of September, with enhanced tariff rates of 70%, 
should not be paid by consumers till a final decision is reached 
between consumers and the KESC in a meeting in which the 
representative of the Sindh government is also presentâ€�.  
resolution was endorsed by all the members, including the minister, 
who assured them that non-payment of September electricity bills, 
with enhanced tariff, will not result in power disconnection till KESC 
officials convince the government of the abnormal and unjustified 
increase in electricity bills.  
The KCCI chief said that KESC has invited business leaders of 
various trade bodies and market associations on Monday for a meeting 
with the obvious purpose of creating a division. However, the 
businessmen have decided to boycott the KESC meeting.  
Instead, KCCI had asked the KESC officials to visit them and explain 
the logic of increase in electricity bills, especially at a time when 
world oil prices are on a downward trend. â€œIf the KESC does not 
respond to our request on Monday, we have convened a big meeting 
of all Karachi-based businesses on Tuesday to decide a future line of 
action and would be forced to close done our industryâ€�.  
What followed has been widely reported, but what has been achieved 
is not very clear.  
There have been street protests, tires have been burnt, KESC offices 
have been ransacked and KCCI and SITE members have been invited 
by the President, PM, Governor, ministers and even KESC 
management for talks.  
However, according to Dr. Qazi Kamal, an expert on these issues, the 
problem is not just the KESC, but NEPRA also and the issues that 
need to be addressed are: According to the laws governing NEPRA, 
states that details of all deals should be available to the public, but at 
the same time, it contradicts itself in the next line and states that 
â€˜due to secrecy reasons the files may not be open to publicâ€™. 
One fails to understand the logic behind this double game.  



What will happen to liabilities created and payments due 
by M/s Al Jomaih and who will be responsible for 
alleged illegal acts committed by Al Jomaih - How much 
investment is now required to revitalize KESC at this juncture and has 
Abraaj Capital made a commitment to make the investment and within 
a stipulated time frame?  
And most important of all, why has NEPRA, the regularity body, 
allowed KESC the tariff increase, when according to its own 
privatization policy, no tariff increase would be allowed to KESC 
for seven years? What hidden hands or under what compulsion did 
NEPRA create a situation which was bound to turn ugly and force 
citizens from all walks of life to protest and take to the streets?  
Who advised NEPRA and the government to create another crisis like 
the lawyers movement, when Mr. Musharraf sacked the CJ of Pakistan 
and which finally led to his resignation? Was it just bad advise by an 
â€˜enemy withinâ€™, to deliberately sabotage the efforts of a 
democratically elected government and destabilize the country by 
allowing KESC a tariff increase or was it just greed of some 
individuals?  
NEPRA must be held accountable and a high powered committee 
must be established to examine the entire privatization process and the 
reasons behind the tariff increase and expose those responsible.  
The terms and conditions of  “the deal” between NEPRA, KESC and 
the Abraaj Group must be examined and made public and declared 
null and void if it has violated the interests of the citizens.  
The former PM, ministers, chairmen, MDs and senior officials of 
these ministries and government organisations, who have enjoyed the 
â€˜merks and perksâ€™ at our expense, should also be held 
accountable and their wealth and assets investigated.  
An example must be set and they must be charged for criminal 
negligence and barred from holding any public or government office 
in the future. NEPRA must also allow representation from industry, 
business and domestic consumers on its board of governors.  
It is at times like this when we need an independent Judicial 
Commission, which could act as a watch dog, investigate such cases 
and take immediate and appropriate action. Perhaps this is one of the 
reasons why past and present governments have always been reluctant 
to unchain the judiciary and allow it to function freely and 
independently.  
A meeting was also held at the FPCCI office on Thursday, which was 
attended by the â€˜king makersâ€™ of the business community. Fiery 
speeches, appeals, threats and the need for unity within the ranks were 
made. Business leaders were also put on notice that they should not 
betray the business community and should not compromise on the 
demand for a reversal of the increase in electricity tariff.  
At the end of the meeting, another resolution was passed, â€˜As the 
government has invited the business community to discuss the power 
crisis, the strike on Friday has been â€˜deferredâ€™. Since then, 
apologies and promises have been made and as always, a â€˜panel of 
all stake holdersâ€™ has been set up to examine the issueâ€™.  
It has now issued a statement that all consumers will pay only 60% of 
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their electric bills.  
At the same time, conflicting reports about the credibility of the 
Abraaj group have appeared in the newspapers and are being 
circulated through the internet, but which report is based on the truth, 
the whole truth and nothing but the truth, only time will tell.  
However, on thing is very clear, if Abraaj, fails to deliver and restore 
this â€˜city of lightsâ€™ to its past glory, then the light that we are 
being promised at the end of the tunnel, will once again turn out to be 
an on coming train. And another thing that we have to keep in mind is, 
if not Abraaj, then who?  
But will these short term and â€˜quick fixâ€™ measures stop this 
Titanic that has been drifting down the river of no return for so many 
years and is now on the edge of a Niagara Falls, from going over the 
edge, plunge on to the rocks and split into small pieces, is a million 
dollar question?  
But one thing is for sure, if the increase in the electricity tariff is not 
withdrawn and the power crisis resolved, then both NEPRA and 
KESC will be fully responsible for the final episode of our tragedy of 
errors.  
E-mail: trust@super.net.pk  

http://www.nation.com.pk/pakistan-news-newspaper-daily-english-
online//Regional/26-Oct-2008/KESC-sagathe-final-episode  
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KESC groans under burden of Rs 90b loans 
By: Sadia Saeed | Published: November 06, 2008  

KARACHI - Karachi Electric Supply Corporation (KESC) is groaning 
under the burden of a bank loan worth Rs. 90 billion and most of the 
company’s properties are being mortgaged by the concerned 
banks, sources told The Nation on Wednesday. 

The company has also the burden of liabilities concerning WAPDA, 
PSO and the SSGC. It is worth mentioning here that KESC has taken 
a very smart move and write off its liabilities towards these 
companies.  

The new KESC management has taken over the office only after the 
assurance from the government in this matter.  

It is pertinent to mention here that the previous owners of KESC, 
the Al-Jomaih Group, had taken loans by mortgaging properties 
of the company, including its power plants. 

The new management, on the other hand, is also looking for some 
leftover properties in order to mortgage them with banks to obtain 
loans.  The Abraaj Group has invested its money in the KES Power 
and the Al-Jomaih and NIG hold 30 and 20 percent shares 
respectively.  

Abraaj had invested $361 million in the KES Power while this amount 
increased the equity of the project leading to higher possibilities of 
getting loan from banks.  

On the other hand, the shift of power shares from the Al-Jomaih to 
Abraaj is not completed yet as the government had not so far approved 
it.  

The new management has taken over the charge of the offices and 
begun to draw their salaries from the KESC.  

All this is being done with permission of the stakeholders of the 
KESC, claimed the Abraaj management.  

It remains inquisitive that how the government and the ministry of 
water and power remained at ease throughout these proceedings.  It is 
also debatable that why the state has given a freehand to the company 
in affairs of the KESC.  

Now, it is crystal clear that Abraaj Group has not 
invested even a single penny in the KESC.  

Comment [E145]: KESC owes bank Rs 90 Billion ( 
which GoP will ultimately pay) 

Comment [E146]: Government tells Abraaj not to 
worry about monies owed to WAPDA, PSO, SSG, etc. 
and OKs their writeoff 

Comment [E147]: Abraaj from start was looking to 
mortgage ALL that was still not mortgaged by Al-
Jomiah 

Comment [E148]: ‘cause Zardari and Tareen are in 
on it 

Comment [E149]: Told ya!!! 



The company has been paying the new management handsome 
amount as their salaries but on the other hand the Group is not even 
investing in KESC and its power generation sector. 



Asif Zardari (and buddies) now own KESC  

November 8, 2008  

Shaheen Sehbai piece 

The mystery surrounding the new owners of KESC, Karachi’s 
beleaguered power supply utility, has finally been unraveled. In a 
rare show of plain speaking, the top boss of Abraaj Capital with his 40 
expensive executives, has made startling written confessions which 
may stun the nation. 

In response to 35-questions sent to Abraaj/KESC’s new management, 
Mr Farrukh Abbas, the Chief Executive Officer of Abraaj Capital 
(Pak) and Mr. Naveed Ismail the Chief Executive Officer of KESC, 
have sent a 28-page document answering all the questions sent by The 
News, explaining and confirming what has so far remained part of a 
vicious whispering campaign in cool and cozy drawing rooms. 

For instance these top executives admit that Mr Farrukh Abbas is a 
relative of President Asif Ali Zardari . “Mr Abbas is not directly 
related to the Zardari family, but is indeed through marriage,” his 
written response to The News states, but quickly adds: “At no time 
has any personal relationship played a part in Abraaj’s involvement in 
KESC….Abraaj spent six months doing due diligence of this deal 
and no favours were sought by Abraaj during the course of its 
negotiations with the Government of Pakistan and none were 
granted outside the normal course of commercial discussions aimed at 
reviving KESC for the benefit of all stakeholders.” 

Another frank admission is that the Group marketing and 
Communication Head of Abraaj/KESC, Mr Qashif Effendi, is also 
related to the Zardari family . Is this correct, Mr Abbas was asked. 
“They are distantly related but that relationship has no impact on the 
business, nor has it played any role in Mr Effendi’s known career 
growth,” the written response says. 

Yet another shocker comes when the company chief admits that the 
new Chief Financial Officer of KESC, Mr Jalil Tareen, is a 
distant cousin and a good friend of Mr Shaukat Tareen, 
Prime Minister’s Adviser on Finance but adds: “He has obviously 
been hired entirely on his own merits as he also happens to have a 
superb track record as a highly seasoned UK-qualified chartered 
Accountant and senior manager in Pakistani local and multi-national 
businesses.” 

Abraaj is a middle-east based company with over US$7.5 billion in 
management funds and has been operating in several countries. Its 
investors are predominantly from the Gulf and wider Middle East and 
increasingly from markets as wide as US, Asia and Europe and its 
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management says it has an clean track record of transparent and self-
regulatory conduct. 

Yet the manner in which the Abraaj Group has taken over the 
control of KESC is highly complicated and it would take some 
real experts to determine how they have been allowed to run a 
company with 17,000 employees when they do not own one 
share, either of KES Power or KESC, as of today. 

According to the detailed answer regarding ownership of shares, 
this is the exact explanation provided to The News by Mr Farrukh 
Abbas. It is reproduced in toto so that experts can decipher the real 
situation. 

The question sent to Abraaj was the following: Has the transfer of 51 
per cent shares between Al-Jomaih Group (KES Power) and 
Abraaj Capital been completed. If so when was it done? 

The answer: It is important to note that there is no 
transfer of shares taking place in the transaction. Abraaj 
will subscribe for new shares in KES Group, the holding 
company that currently owns 71.5 per cent of KESC. As a 
result of this subscription for new shares, Abraaj 
will end up owning 50 per cent of the issued share capital 
of KES Power, and therefore will indirectly own 
35.75 per cent of KESC. All of the capital (i.e. 
funds) used for the purchase of KES Power 
Shares will remain in KES Power and will then be 
injected into KESC (this is what is meant by capital 
injection). The total amount to be injected equals US$361 
million, all of which will go directly into the business of 
KESC. This exactly equal the amount that has been 
invested in KESC by the existing shareholders Al Jomaih 
Group and NIG , who will continue to hold the same 
number of shares as before in KES Power, but will be 
diluted down to 30 per cent and 20 per cent ownership 
respectively in KES Power. As part of the agreement 
between Al-Jomiah and Abraaj, Abraaj will have full 
management control of KESC. 

These top level connections to the political leadership of 
the country apart, the Abraaj management has already acquired the 
reputation of an arrogant, no-nonsense set up which does not care 
about the consumers of KESC or the Karachi political leadership, an 
attitude never seen before in any management, not even run by the 
army. 

This became evident last week when a top Jamaat Islami delegation 
led by Mr Mehnti, tried to meet the top managers at the KESC office 
but they were not allowed on the 7th floor and security guards were 
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called to shoo them out. A notice has been posted at the 7th floor that 
prior appointments are required to meet anyone. 

Yet while the Abraaj management claims that these top level 
relationships with the political class have played no role in 
acquiring KESC or running it, the 28-page document submitted to 
The News denies these claims of not being a ‘most favoured 
company’, even before it has acquired the stakes. 

For instance Abraaj has confirmed the following special favours 
given to the company in the last few months, ever since Abraaj 
started the due diligence process to acquire KESC. These 
statements of fact were made in answers to various questions in 
different contexts: 

* While Abraaj has already taken over KESC and started running the 
show, the document says: “Management control of KESC will transfer 
fully to Abraaj once the transaction has been completed. “The 
Consortium agreement has been signed between Abraaj and KES 
Power (Al Jomaih Group, the previous owners) and there are a 
number of conditions precedents that need to be satisfied before the 
subscription of shares can take place.” So factually Abraaj has no 
shares in KESC as of now but has been handed over the 
management. 

* “KES Power and the Government of Pakistan, as the existing 
shareholders of KESC, requested that Abraaj make its new 
management team available to the company prior to transaction 
completion”. Why the GOP was so interested in an Abraaj 
takeover even before the formalities and transfer of shares was 
completed has not been explained. 

* The new senior management team was appointed and 
empowered by the existing Board of Directors, including the 
Government, through circulation without any formal Board 
meeting. 

* “Abraaj’s entry into KESC will occur once the GOP approves a 
waiver to the Sales-Purchase agreement signed between the 
Privatisation Commission and KES Power in November 2005. The 
GoP has to approve the transaction and sale of new shares by 
KES Power to Abraaj by Nov 28, 2008 after which the shares 
would be available for transfer to Abraaj.” 

* Although Abraaj has yet to acquire the shares, Government of 
Pakistan has already approved a petition awarding Disco Status 
to KESC which means buying Wapda electricity at 25 to 30 per 
cent of the current rates. This concession was denied to all previous 
managements of KESC for years, not given even by General Pervez 
Musharraf to army generals running KESC. Yet Abraaj is so 
influential  it says: “Following consultations with the GOP, and after 
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filing a detailed petition with NEPRA, Abraaj and KESC were able 
to convince the Government and NEPRA that this discriminatory 
treatment must be reversed and KESC must be treated on par with all 
the other Discos (distribution companies) in the country. NEPRA 
issued a determination in this regard following full consultations and 
hearings….It is important to note that key beneficiaries of this 
decision are the consumer of Karachi.” This decision would save 
KESC Rs30 billion in money it owes to Pepco and in future it will 
get electricity cheaper from Wapda. 

* Regarding new concessions from the Zardari Government, 
Abraaj says:: “All that has been done is address actual problems and 
issues faced by KESC and to try and find solutions to these 
problems,” and significantly admits: “Some of these problems that 
were addressed had been lingering for years, without adequate 
focus from either the management of KESC or the 
Government….With active effort many of these problems have 
been solved, or at least begun to be solved..” 

* In a significant claim, the Abraaj statement says: “Without active 
involvement from Abraaj and the new management team, many 
of these issues would have remained unresolved.” 

* Government of Pakistan has already settled the dispute of 
pending payments between KESC and Wapda/Pepco on KESC’s 
terms. Besides the above fast track concessions, this is a major 
achievement as this was a lingering issue since 2004 but was 
resolved even before Abraaj has acquired the KESC shares. 
Abraaj, however, maintains that “Its (the Wapda dues) elimination 
does not alter KESC’s financial position and does not, in any 
sense, amount to a write off.” 

* Abraaj and Government of Pakistan have already 
agreed on amendments in the Implementation 
Agreement which was originally signed between KESC 
and the Government when KESC was privatised to Al-
Jomiah Group in Nov 2005. The Abraaj statement 
claims these amendments will “bring the agreement up 
to date and to clarify the support which the Government 
will provide (to KESC under Abraaj).”  

All these decisions and agreements have been possible 
not because the top managers are relatives of President 
Zardari but because they are so smart and competent, 
within days and weeks they have moved the mountains 
and forced the bureaucratic machine to move in their 
favour at top speed, so that when they take over the 
company fully, nothing is left to decide and they can 
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concentrate on providing electricity to the people of 
Karachi now burning KESC bills and shouting slogans 
on Karachi streets. 

This smart management is being paid a huge price for this job. 
According to KESC insiders the total bill of Mr Abbas and his 40 
executives is the same US$ 8 million which was paid to Siemens 
for operation and maintenance contract by the Al-Jomaih Group. 
But Siemens was an operations company with engineers and 
equipment, while these 40 executives are managers with a few 
engineers but no equipment. 

When Abraaj was asked about this huge monthly salary tabs, 
ranging from Rs 1 million at the lowest level to Rs 5 million for 
the chief executive, plus the perks, Abraaj’s written response was: 
“Compensation for the new management team has been approved 
by the Board of Directors of KESC and is paid by the company. 
The Government of Pakistan’s Directors have also approved the 
compensation to be paid to the CEO.” 

But Abraaj refused to confirm or deny the figures saying: “Being a 
public company, the total salary costs for the CEO and the 
management team will be disclosed in the annual audited accounts but 
at this stage it is sufficient to say that they are competitive and 
commensurate with comparables available in the corporate sector of 
Pakistan.” 

The statement, however said: “The numbers quoted by you are 
incorrect,” yet at another point in the statement, Abraaj says: “These 
individuals did not join KESC for salary inducements, rather they 
left lucrative professional careers elsewhere in order to be able to 
turnaround KESC and participate in a story that hopefully will have a 
beneficial impact on the lives of millions of people.” 

This last statement is amusing as nowhere in the world any 
corporate executive leaves a lucrative job to “participate in a story” to 
impact millions of lives. That basically is politics. 

Source: http://thenews.jang.com.pk/top_story_detail.asp?Id=18070 
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Shedding Light on KESC 

 

 

 

 

Q: Has the Transfer of 51 per cent Shares between Al-

Jomaih Group and Abraaj Capital been completed and 

when?  

It is important to note that there is no transfer of shares 

taking place in the transaction. Abraaj will subscribe for new 

shares in KES Power, the holding company that currently 

owns 71.5% of KESC. As a result of this subscription for 

new shares, Abraaj will end up owning 50% of the issued 

share capital of KES Power, and therefore will indirectly own 

35.75% of KESC. All of the capital (i.e. funds) used for the 

purchase of KES Power shares will remain in KES Power and 

will then be injected into KESC (this is what is meant by 

capital injection). The total amount to be injected equals US 

$361 million, all of which will go directly into the business of 

KESC. This is exactly equal the amount that has been 

invested in KESC by the existing shareholders A1 Jomaih 

Group and NIG, who will continue to hold the same of 

shares as before in KES Power, but will be diluted down to 

30% and 20% ownership respectively in KES Power. As part 

of the agreement between A1 Jomaih and Abraaj, Abraaj 

will have full management control of KESC.  

 

Q: Were the management rights within KESC transferred to 

Abraaj before or after the Share Transfer?  

Management control of KESC will' transfer fully to Abraaj 

once the transaction has been completed. The Consortium 

Agreement has been signed between Abraaj and KES Power 

Comment [E176]: This is the complete response 
from Abraaj Shaheen Sehbai is talking about above…I 
have no comments besides the ones I gave above as I 
have not read this whole document yet.  



and there are a number of conditions precedents that need 

to be satisfied before the subscription of shares can take 

place. This will result in the Abraaj managed entity holding 

50 per cent shareholding in KES Power, the major 

shareholder of KESC. 

 Abraaj used its extensive network to assist the major 

shareholders in KES Power in approaching candidates for 

the senior management roles for KESC, including the CEO 

and CFO and helped to facilitate and convince these 

experienced candidates to take up the relevant 

appointments in KESC. KES Power and the Government of 

Pakistan, as the existing shareholders of KESC, requested 

that Abraaj make this new management team available to 

the company prior to transaction completion.  

 

Q: The Share-Purchase Agreement between the 

Privatisation Commission of Pakistan and KES Power Ltd and 

others says that the Affiliate (now Abraaj) shall have 

acknowledged and expressly agreed to assume all liabilities 

and obligations of the Purchaser (then Al- Jomaih) ..... Has 

Abraaj assumed all liabilities and obligations? 

When KESC was privatized in November 2005, the Share 

Purchase Agreement (SPA) signed for the actual sale of 

shares by the Government imposed certain obligations on 

the Buyer (the A1 Jomaih and NIG). One of these 

obligations was the requirement for them to maintain a 

shareholding of at least 51% in KESC until three years after 

the date of the SPA. Just as a matter of fact, this condition 

expires at the end of November 2008. However, one of the 

carve outs from this restriction, set out in Clause 5.3(c) (i) 

(Permitted Transfers) is the ability for the Purchaser (Al 

Jomaih and NIG) to transfer their shares to an "Affiliate" as 

defined in the SPA. "Affiliate" is defined as a company that 

is owned and controlled by, or under common ownership 

with the Purchaser(s). Clause 5.3 of the SPA, including 

5.3(c) set the terms on which transfers to affiliates must 

occur, which includes that the affiliate must accept the 

same obligations as have been taken on by the Purchaser 

under the SPA. These obligations include the limitation on 

transfers etc as set out before, i.e., the affiliate is bound by 

the same terms and conditions as the original purchaser.  

Abraaj is not an "affiliate" of the "Purchaser" for the 



purposes of this clause. Abraaj's entry in to KES Power and 

KESC will occur once the Government of Pakistan approves 

a waiver under the SPA, specifically approving the 

transaction and sale of new shares by KES Power to Abraaj 

prior to the end of the three year period in November 2008, 

after which the shares in question would be available for 

transfer in any event.  

 

Q: Has Abraaj agreed to abide by the Implementation 

Agreement and the Subscription Agreement signed between 

the Privatisation Commission and KES Group in addition to 

the SPA? 

 The Implementation Agreement was signed between KESC 

and the GOP, and KESC will continue to abide by the terms 

of this agreement, in its original form or as amended. 

Abraaj has worked closely with the GOP to make the 

Implementation Agreement more effective for the business, 

and the new management team at KESC will ensure that 

the terms of the Implementation Agreement (IA) are 

followed in letter and spirit.  

By way of background, the Implementation Agreement sets 

out the support and assistance to be provided by the 

Government of Pakistan to the company (KESC), and deals 

with specific matters such as FIP Funding, new generation 

etc. It is very different from, and not comparable to the 

Implementation Agreements signed with Independent Power 

Projects in the past. The bulk of the matters contained in 

the Implementation Agreement have already been 

performed or completed, and are now historical. Abraaj and 

the GOP have agreed certain amendments to the IA to bring 

it up to date, and to clarify the support that the GOP will 

provide. The GOP's obligations are limited to providing KESC 

with 'support and assistance in regulatory matters, in the 

allocation of gas for future power plants, and in dealing with 

local governments and collections from certain strategic 

customers.  

The subscription agreement was signed between Al Jomaih 

and the GOP and required Al Jomaih to subscribe for certain 

non-voting preference shares in KESC. This obligation was 

performed in 2006, and is no longer relevant. 

 

Q: Under the Implementation Agreement, the Privatisation 



Commission paid KES Group an amount of Rs3.524 billion. 

Has Abraaj obtained 51 per cent of this Amount from the Al-

Jomaih Group as part of the transfer of assets and 

liabilities?  

As set out in the answer to (4) above, the Implementation 

Agreement was signed between the GOP and KESC. 

Therefore, the reference in the Implementation Agreement 

to the "company" is a reference to KESC, not A1 Jomaih 

group or any other entity. The amounts paid under clause 

9.2 of the Implementation Agreement were paid to KESC, 

not to A1 Jomaih Group. This amount represented 

outstanding subsidy amounts then due from the GOP to 

KESC, and this clause just ensured that KESC would receive 

amounts owed to it from the period immediately before 

privatisation. This subsidy amount will have been accounted 

for and shown in KESC's accounts for that year, and will 

have been spent by KESC to meets its expenses. Neither Al 

Jomaih nor Abraaj have received or made any claim to 

these funds. 

 

Q: Did federal government connections help Abraaj secure 

this deal?  

The original approach to play a management role in KESC 

came at the instigation of the Al-Jomaih Group and not at 

Abraaj's initiation at all. Abraaj's activities in Pakistan sit 

alongside active portfolio investments in 11 countries, of 

which Pakistan is just one. Abraaj spent six months doing 

due diligence of this deal and every aspect of the firm's 

processes in this regard can be discussed further and 

examined. No favours were sought by Abraaj during the 

course of its negotiations with GOP on behalf of KESC and 

KES Power, and none were granted outside the normal 

course of commercial discussions aimed at reviving KESC 

for the benefit of all stakeholders. 

 

Q: Has the Government of Pakistan has accorded Disco 

Status to KESC, which entitles KESC to buy power from 

Wapda at low rates? 

KESC has been accorded DISCO status by the GOP, which 

simply entitles KESC to buy power from PEPCO/NTDC at the 

same rate as all other Discos in the country. PEPCO/NTDC 

supplies power to all the other Discos in the country (e.9. 



Islamabad, Faisalabad, Lahore, Hyderabad, Quetta and 

Peshawar) at average cost, i.e., the average of costs 

incurred in purchasing or generating power from all the 

various sources available such as hydro, thermal, and 

nuclear. However, since 2004, PEPCO/NTDC had sought to 

treat KESC differently, charging it for power at 'marginal 

cost", i.e., the price paid for the last and most expensive 

unit of power generated within the PEPCO/NTDC system. 

This meant that KESC and the consumers of Karachi were 

being charged between three and four times what the rest 

of the Discos in the country were paying, and had no claim 

to the benefits from cheaper hydroelectric or nuclear 

generation in Pepco's portfolio. KESC had consistently 

opposed this discriminatory treatment and refused to accept 

the higher marginal cost price applied, and also refused to 

pass this on to consumers as would have been its right. 

KESC did this to protect the consumers of Karachi. 

Following consultations with the GOP and after filing a 

detailed petition with Nepra, Abraaj and KESC were able to 

convince the GOP and Nepra that this discriminatory 

treatment must be reversed and KESC must be treated on 

par with all other Discos in the country. Nepra issued a 

determination in this regard following full consultation and 

hearings, and confirmed its agreement with this argument. 

It is important to note that key beneficiaries of this decision 

are the consumers of Karachi who would otherwise have 

faced a significant increase in the cost of power. 

 

Q: Is it correct that KESC is buying cheap power from 

Wapda and selling it at high rates to consumers?  

KESC sells power to the people of Karachi at the rate 

determined for it by Nepra, and further notified by the 

Ministry of Water and Power. All Nepra determinations are 

made through a process of public consultation and hearings, 

and are available from Nepra's website. Nepra sets the tariff 

for KESC based on KESC's cost of own generation, the cost 

of power purchased from third parties including Wapda, 

Independent Power Projects and other third party sources 

such as Pakistan Steel and KANUPP. While the cost of power 

supplied by Wapda is relatively lower than other sources, 

KESC's reliance on oil-fired generation and purchase of 

power from oil-based IPPs means that the overall cost of 



generation is higher than the price at which Wapda/Pepco 

supply power.  

It is important to note that the tariff determined for KESC at 

privatisation does not actually even cover KESC's costs in 

full at the current level of line losses experienced by the 

company, and reducing line losses is a key part of the 

agenda for the new management team. KESC will only be 

able to cover its costs in full once losses are brought under 

control and are below 24% overall. Till such time, the 

company will continue to have an operational cash shortfall 

and KESC will remain fully reliant on its shareholders and 

lenders to fund its losses. 

 

Q: Is it correct that multiple new concessions have been 

given by the Government of Pakistan to Abraaj on an urgent 

basis, concessions which were not given to any previous 

owners/managers? 

No new concessions have been sought or obtained. All that 

has been done is address actual problems and issues faced 

by KESC, and to try and find solutions to these problems. 

Some of these problems that were addressed had been 

lingering for years, without adequate focus from either the 

management of KESC or the GOP. These include simple 

operational matters such as rights of way to allow KESC to 

energize new grid stations to the supply of gas to KESC 

power stations.  

 

Q: Is it true that KESC is deliberately keeping its own 

generation low to cut costs while using political pressure of 

the Government to obtain maximum cheap power from 

Wapda? 

KESC does not "deliberately" keep its own generation low, 

and there is a well defined limit on the amount of power it 

can draw from Wapda/Pepco (usually a maximum of 650 

MW) . However, KESC is constrained by both the poor 

operating condition of its generating units and its own cash 

flow limitations. KESC does not get oil from PSO on credit 

and must pay cash in ADVANCE to obtain furnace oil 

supplies. With the rise in furnace oil prices from PKR 24,000 

per tonne to PKR 62,000 per tonne in the last few months, 

and without corresponding adjustments to its tariff, KESC 

did not and still does not generate enough cash to purchase 



unlimited amounts of furnace oil. This hard its own 

generation for lack of oil supply. Non payment of bills and 

continued line theft further exacerbates the problem.  

Furthermore, it is important to note that the country overall 

and KESC in particular have not managed to attract 

significant new investment over the last 8-10 years in the 

power sector to build new generation capacity.  

 

Q: Is it correct that Government of Pakistan has written off 

bulk of the losses and liabilities which Al-Jomaih Group 

accrued before the Transfer of shares to Abraaj? 

The GOP is not involved in the transaction between AL 

Jomaih and Abraaj other than to provide regulatory and 

other consents. Any losses accrued during the last few years 

are for the account of the company and the GOP has 

nothing to do with KESC books and accounts. Losses 

incurred by KESC remain within KESC, there is nothing the 

GOP can do about this!  

What the GOP has done is settle the dispute between KESC 

and Wapda/Pepco on amounts due from KESC to 

Wapda/Pepco. Wapda has been claiming dues from KESC on 

the basis of marginal cost of power since 2004, which KESC 

has consistently disputed and refused to pay. The GOP 

finally agreed to KESC's view on this dispute and agreed to 

settle the matter between itself and Wapda/Pepco. 

  

Q: Is it true that none of the Abraaj-management group in 

KESC has ever managed any public utility of KESC's size 

and scope and what are the backgrounds of new 

management?  

The senior management team assembled for KESC has 

extensive and direct experience of managing both utilities 

and power stations. In fact, the new CEO, Mr Naveed 

Ismail, has managed much larger utilities around the world 

and turned them around successfully. The full details of the 

management's experience are listed below:  

The successful implementation of any strategy, transition, 

or change management is dependent on a motivated work-

force and strong leadership. Though KESC has a sufficient 

talent pool, management has previously failed to harness 

employee skill sets for the benefit of the Company. Lack of 

leadership and cohesive strategy has deteriorated the 



culture of the organization to areas of wastage, negligence 

and integrity issues.  

Bearing this in mind, Abraaj, along with HR specialists 

Hussain Consulting, HRS Global and Egon Zehnder, has 

developed a robust organizational restructuring strategy 

with three pillars at its core: - -Re-instill accountability by 

implementing a performance based structure and clear 

reporting lines - Creation of a positive culture with strong 

sense of ownership by employees the power industry for 

more than 20 years and have worked in various capacities 

to add over 4,000 MW of power in the emerging markets. 

 

Q: Abraaj have stated in media that its priority is not 

generation or distribution but HR and that he had recruited 

a team of 41 top managers. How will this team improve 

generation and distribution problems faced by Karachi 

consumers? 

As we have stated consistently, the key issue faced by KESC 

over the last 30 years has been poor management and an 

absence of proper planning. By bringing in experienced and 

highly motivated management, we expect to be able to 

address many of the major problems that KESC faces. 

These include tackling high losses, improving maintenance 

and ensuring better levels of customer service. As with any 

service company, the key to successful improvements in 

service lies in effective and empowered management. 

 

Q: How can international-level salaries for new hirings at 

KESC be justified when Government of Pakistan, as a major 

shareholder, also has to share 27 per cent of this huge bill? 

Compensation for the new management team has been 

approved by the Board of Directors of KESC and is paid by 

the company. The GOP's directors have also approved the 

compensation to be paid to the CEO. The numbers quoted 

by you are thus incorrect. Being a public company, the total 

salary costs for the CEO and the management team will be 

disclosed in the annual audited accounts, but at this stage it 

is sufficient to say that they are competitive and 

commensurate with comparables available in the corporate 

sector in Pakistan. The GOP as a shareholder does not fund 

or provide any support to KESC to meet its costs, and 

therefore there is no question of the GOP having to "share" 



the wage bill for the company. Finally it is worth adding that 

these individuals did not join KESC for salary inducements, 

rather they left lucrative professional careers elsewhere in 

order to be able to turnaround KESC and participate in a 

story that hopefully will have a beneficial impact on the lives 

of millions of people. 

 

Q:  Abraaj has stated on TV that Abraaj will invest US$361 

million in KESC. When will this money be invested? Is there 

a fixed timeline? 

We have committed to investing the full US $361 million 

over a period of three years. However it is our expectation 

that this first tranche of funding may actually be fully 

invested within 2 years from transaction completion. The 

funding will be utilized for new capital expenditure programs 

in generation, transmission and distribution, and also to 

fund KESC's existing cash shortfall (currently estimated at 

over US $150 million). 

 

Q: Has Abraaj made this commitment to invest in writing to 

the Government of Pakistan? 

Abraaj has reiterated this commitment to the GOP in 

correspondence and agreed to have this commitment 

incorporated in the revised Implementation Agreement. 

 

Q:  How much money out of this $361 million has so far 

been invested by Abraaj in KESC? 

The Abraaj investment into KESC can only begin to take 

place once all consents and approvals for the transaction 

are obtained. These include approval from the Government 

of Pakistan under the Share Purchase Agreement with KES 

Power, approvals form the Competition Commission and 

Securities and Exchange Commission, and approvals from 

each of KESC's lenders pursuant to their loan agreements 

with KESC. In the interim, Abraaj has already agreed to 

make funding available to KESC through a shareholder loan 

to KES Power, which will be on-lent to KESC. Once 

transaction approvals are in place, and KESC obtains all 

permissions required for a rights issue, this funding will be 

converted into equity. Although not legally obligated to do 

so, Abraaj has agreed to provide this unsecured financing 

(in the same spirit with which the management team 



entered KESC ahead of agreements being signed) in order 

to assist KESC through its financial problems prior to the 

agreements being signed and it assuming management 

responsibility for KESC. 

 

Q:  How much KESC money has so far been spent on 

Abraaj/KESC management including fees and privileges? 

Abraaj and its officers have not received, and will not 

receive a penny from KESC for any services provided. 

The new management team that has been hired, approved 

and put in place by KESC's Board of Directors are 

employees of KESC long-term, and accordingly will be paid 

their competitive salaries by the company, details of which 

will be available in KESC accounts when these are 

published. 

 

Q:  How does the KESC management plan to stop theft of 

power, non- payment, the "Kunda" and line losses so that 

more power is available to the people who pay the bills? 

AS stated above, we believe that many of KESC's problems 

stem from poor management and a lack of active 

supervision and decision-making over a long period. Many 

of these issues will be resolved through pro-active 

management and the implementation of technical and non-

technical initiatives. Some of these measures are 

summarized below.KESC's Transmission & Distribution 

(T&D) network is characterized by high T&D losses, system 

unreliability and poor customer service. These problems are 

directly attributable to significant mismanagement of the 

network and an absence of coordination between senior 

executives responsible for different areas of the network. 

With no recent load flow study to optimize the network 

structure and ad-hoc reactive maintenance to network 

breakdowns, the network is significantly imbalanced which 

leads to large technical losses of approximately 17-189;. 

Additionally poor management of its billing system means 

that a significant amount of electricity is not metered and 

that KESC is unable to prevent theft leading to 

administrative losses of approximately 14-15%. 

Mismanagement of KESC's network has meant that since 

privatization the Company's investments of approximately 

US$ 200 million in rehabilitation of the T&D network have 



led to nominal loss reduction of only 3.40%. 

Additionally, during the same period, there has been 

deterioration in customer billing processes and customer 

service. Post-privatization, the operations of KESC's 

distribution network reverted to an earlier structure and 

were divided into two distinct divisions: technical and 

commercial. This division caused a breakdown in the chain 

of responsibility/accountability in the handling of consumer 

complaints. The customer service function was further 

weakened by introduction of inefficient billing processes 

such as average billing in case of faulty meters which led to 

an increase in consumer complaints and unpaid bills. 

Inability to reduce T&D losses and poor customer service 

has led to significant consumer disenfranchisement, 

damaged the Company's reputation and hampered KESC's 

profitability. 

Going forward, Abraaj's restructuring plan for KESC's T&D 

network aims to ensure that the network will be able to 

meet Karachi's growing demand for power, reduce high T&D 

losses which currently stand at over 30%, create greater 

accountability for KESC's employees, improve system 

reliability, upgrade customer service and reduce billing 

complaints through. 

a.    Network Planning for System Rehabilitation & 

Modernization 

b.    SCADA Implementation 

c.    Non-Technical Loss Reduction Measures 

d.    Umeed Zone         

 

Q: Was political pressure used by the Abraaj/KESC 

management to get the government to increase the tariff? 

The increase in tariffs charged to consumers has nothing to 

do with either Abraaj or KESC. The current increase does 

not change the overall tariff received by the KESC, it simply 

reapportions amounts paid by the government and 

consumers. KESC continues to charge the same amount per 

unit as determined for it by Nepra; however, the GoP has 

now directed KESC to charge a larger percentage of this to 

consumers and claim less from the government as subsidy. 

Essentially, the GoP has decided to reduce the direct 

subsidy on electricity that it provides to consumers, and 

reduction in subsidy means that the amounts charged to 



consumers have increased. Neither Abraaj nor KESC have 

anything to do with this decision: this is an internal matter 

for the GoP, and the decision is made at the sole discretion 

of the GoP. 

In actual fact, the reduction in subsidy amounts makes 

matters more difficult for KESC since the company must 

now collect a much greater percentage of its revenues 

directly from consumers rather than relying on more stable 

and reliable subsidy payments from the government. If 

anything, if Abraaj's involvement in KESC were either 

dependent or based on "political pressure", then it would 

have been much simpler for us to exert this so-called 

"political pressure" to maintain the status quo, ensuring 

continued subsidies rather than taking on the burden of 

collections on KESC itself. KESC would always prefer to 

collect these amounts from GoP, rather than from the 

consumer. 

The GoP's decision to reduce electricity subsidies has to do 

with the need for the GoP to reduce its fiscal deficit and 

curb its own spending. Again, it has nothing to do with 

KESC. 

 

Q: Is Abraaj buyout of KESC shares a hit-and-run deal and 

Abraaj will run away like Al-Jomaih Group as soon as 

political atmosphere changes and PPP government comes 

into trouble? 

Firstly, we would reiterate that neither Abraaj nor indeed A1 

Jomaih have any intention of "running away". A1 Jomaih 

and its partners remain investors and shareholders in KESC 

and in fact have not reduced their capital commitment to 

the company in any way. Abraaj's entry into KES Power 

through a capital injection of US $361 million means that 

Abraaj is not just committed to investing in KESC; it has US 

$361 million of its money at risk in the company. Abraaj is a 

committed, long term and reliable investor. We have 

investments in companies across the region and have built a 

reputation as a long term partner with some of the leading 

business houses and companies across the Middle East, 

South Asia and North Africa (MENASA). Abraaj prides itself 

on its ability to deliver value to its own shareholders and 

investors through hard work, focused management and 

tenacious attention to detail. Our investors and 



shareholders trust us to invest their money wisely and 

sensibly, and once invested to ensure that these 

investments are made successful. We could never accept 

turning our backs on an investment simply because things 

have become difficult - in KESC they are already difficult 

given the company's long history of losses and decline - 

because we owe our investors and shareholders a debt of 

trust and honour. Abandoning an investment means that we 

would abdicate the trust they have placed in us, something 

we will never allow to happen. 

Furthermore, our investment in KESC has nothing to do with 

which government is in power in Pakistan. We have made 

investments in Pakistan before, and will continue to do so, 

regardless of which political party is in power at the time. 

Our investments are not based on politics or concession; 

they are based on sound judgment, rigorous due diligence 

and an assessment of our own ability to deliver value and 

returns to our investors that exceed industry benchmarks in 

each case. 

Abraaj's reputation is its principal asset; a globally 

renowned management team that has been awarded "Best 

Private Equity Firm in the Middle East" for three consecutive 

years in 2006, 2007 and 2008. Abraaj represents 

approximately 20% of the MENASA region's private equity 

industry and is the largest dedicated player in private equity 

globally in the emerging markets. As such, it does not rely 

on political favour, but has earned its reputation on the 

back of hard work, technical competence and integrity. 

 

Q: Will the Abraaj/KESC come out before the people of 

Karachi and face them to justify the huge increases in 

power tariff and huge salaries of its executives while people 

get massive load shedding every day? 

That is why we are here today and engaging media and the 

public as much as we can. We would like to clarify that 

neither KESC nor Abraaj has any control over the increases 

in power tariffs, and that the "huge salaries" of executives 

(even though this is an incorrect statement)add little or 

nothing to the actual cost of power delivered. The huge 

increases in power tariffs faced by consumers are driven by 

entirely exogenous factors primarily the increase in oil and 

gas prices over the last few years. The cost of fuel accounts 



for 85% of KESC'S total costs, as it would for most utilities 

and power generators around the world. Following the 

decision by the GoP to end subsidies for power, consumers 

were bound to face increases in tariffs. Please recall that oil 

prices rose to all-time highs of over US $140 per barrel 

recently, and even with the recent fall in prices, stand at 

more than triple the level of oil price in 2003. These huge 

increases in oil prices directly increase the cost of 

generation, and there is little or nothing that KESC can do 

to mitigate this increase. If consumers want greater 

subsidies, these will have to be provided by the 

government, and requests for this should be directly 

addressed to the GoP. 

 

Q: Has Abraaj invested in any money in the floating barges 

which have been ordered to add 50 MW of power to the 

KESC system? 

Just to be accurate, the floating barges being brought to 

Karachi have been tendered by PPIB and will contract 

directly with Pepco, not KESC, and the expected power to 

be supplied will total approximately 232 MW. Abraaj has no 

investment in or any interest of any sort in these barges, 

however we do know the Turkish company that has 

contracted to provide them. Our relationship with this 

company is purely professional, and we did have direct 

discussions with them on the provision of barges for KESC. 

However, the company bid for the tenders put out by PPIB 

and decided to contract directly through PPIB/Pepco. 

In addition to these power barges, Abraaj has worked with 

KESC to sign a rental power contract for 50 MW with 

Aggreko plc, a UK based and listed company that is the 

largest rental power provider in the world. The transaction 

with Aggreko is on a fully arm's length basis, and again, 

Abraaj has no interest or stake in Aggreko. The contract 

with Aggreko is for a period of two years, under which 

Aggreko will provide 50 MW of gas-based generation at two 

sites in Karachi (West Wharf and Haroonabad). Aggreko was 

chosen for this contract based on its ability to deliver 

equipment quickly, its experience in operating and 

maintaining similar projects across the region, and 

competitive pricing. The ability of Aggreko's units to operate 

on gas is an extra advantage, since the total cost of such 



generation is much lower than oil-fired units.  

 

Q: Is it true that KESC has put a ban on all types of new 

connections? 

This is true and is made necessary by the both the shortage 

of power in the system and the fact that the network is far 

too overloaded to support additional loads.  

This will hopefully only be a short term measure to give the 

company time to fully assess its load requirements, 

rationalize capital expenditures to serve these requirements 

and activate the necessary grid stations and sub-stations 

required to deal with the new load. 

 

Q: Is it true that the Chief Operating Officer, KESC 

(Distribution & Billing) is not an engineer and only a local 

science graduate? 

The new KESC has two new COOS, one for Generation and 

Transmission, and one for Distribution and Billing. Both 

individuals are highly experienced in their respective fields, 

with all the relevant operating, technical and management 

experience and the necessary qualifications, as judged both 

by us and by their previous employers and customers. 

Summary CVs for both Dale Sinkler and Jan Abbas Zaidi are 

provided in the response to question 17 above. 

 

Q: Is it true that with current concessions extended by the 

government i.e. Disco status of WAPDA, tariff increase and 

assumption of previous operational liabilities of KESC, the 

company will make an extra annual income of around Rs.40 

billion? 

As we stated repeatedly through these answers, neither 

KESC nor Abraaj has received any concessions from the 

government. The decisions that have been taken reflect the 

acknowledgement on the part of the GoP that KESC must be 

treated like any other DISCO in the country for the benefit 

of the people of Karachi, not for the benefit of KESC. KESC's 

treatment as a DISCO simply means that it passes on a 

lower cost of power to the consumers of Karachi, rather 

than a higher cost: KESC itself derives no financial benefit 

from this. 

The same applies to the tariff increase that is being touted 

as a benefit to KESC. As stated before, there is no increase 



to the tariff that KESC receives, only a readjustment 

between what is paid by the government and what is 

collected from consumers. KESC will receive a higher 

amount for cost of fuel in its tariff, but this simply reflects r 

an actual cost incurred by the company (and in fact, the 

actual cost is higher than what the company received even 

after the increase). 

In summary, KESC will receive no pecuniary benefit from 

these decisions, and none of these matters contributes to 

KESC's revenue generation.  

That said, KESC will hopefully increase its revenues and 

return to profitability by reducing its line losses, improving 

efficiency at supplying more power to its consumers. 

 

Q: How soon can consumers get relief in Karachi? What are 

KESC's immediate power generation plans? 

We have secured an agreement with Aggreko PLC, on 50MW 

of new temporary capacity and are also in mid negotiation 

with other global parties, one of which will be signed and 

announced in the next week. Aggreko's state-of-the-art 

plant will arrive in Karachi shortly and the combined impact 

will noticeably improve load shedding in Karachi in the 

coming five months. These milestones represent the first 

new investment in power at KESC since 1997 and for 

further reference, no new plant commissioning has taken 

place in the business since 1977. Decades of chronic under-

investment are at play in the current situation. In addition 

to the temporary power solutions, new 220MW and 560MW 

plants are on schedule. The cumulative impact of these 

investments will play a key part in load shedding 

improvements for the people of Karachi. 

 

Q: What is your KEY message to media and the people of 

Karachi? 

"Give us time: we are sincere and want to get on with 

business now. 

"Give us leeway in the media and space to perform: we are 

open to questions, debate and challenge, however, the 

senior management team needs the space to now get on 

with running the business. 

"Recognise the scale of the issue and the scale and vision of 

the investors.  



Pakistan needs this kind of support from the international 

investment community and Abraaj are to be applauded for 

their investment commitmnent at this key point in global 

financial affairs or at the very least, supported and given a 

solid chance to be successful on behalf of the people of 

Karachi. 



KESC owes Rs75b arrears to WAPDA 
By: Sadia Saeed | Published: December 19, 2008  

KARACHI - The outstanding amount payable by the KESC to 
WAPDA has now surged up to Rs. 75 billion, The Nation learnt on 
Thursday.  

Earlier, the receivable amount of WAPDA was around Rs62 billion.  

â€œOn our request, the federal government has formed a committee to 
looked up into this matter and negotiated with the new KESC 
management. They have now agreed to reschedule the procedure of 
payment of their outstanding dues. Till now, the company has paid 
Rs.1 billion to the WAPDA,â€� said Tahir Basharat, DG PEPCO. 

â€œWAPDA is still supplying 600 to 800 MWs to the KESC. We are 
facing huge power crisis due to a shortfall of 2000 to 3000 MWs of 
electricity. We are fully aware of the economic importance of the City 
and its energy needs and are committed to provide electricity to 
Karachi at same cost as for the rest of the country,â€� he added.  

Meanwhile, a 4-5 hours loadshedding continues in the metropolis on 
daily basis.  

It was expected during summer that the City would be provided the 
required amount of electricity in the winter as its consumption reduces 
during the season. But the KESC authorities have failed to come up to 
the expectations of the citizens in this regard.  

The CEO of the company had claimed that the use of air conditioners 
in the city was responsible for power outages during the summer and 
situation would improve in the winter. But all his tall claims proved 
futile as the City is facing long spells of loadshedding today.  

It is noteworthy here that during summer the daily duration of 
loadshedding was 10 to 12 hours, which has now reduced up to 4-5 
hours winter. The shortfall of power utility was 400-500 MWs in 
summer, which at present stands at 200-300 MWs per day.  

It is also worth mentioning that required demand of electricity during 
the summer season stood at 2400 MWs while it has been reduced to 
1600-1700 MWs today.  

But astonishingly, the demand for electricity has not changed the 
ground reality of power supply to the City. 

Meanwhile, Bin Qasim power plant has reduced its production from 
400 to 450 MWs daily while IPPs and KANNUP are also providing 
lesser amount of electricity than their actual capacity. 

Comment [E177]: I am curious as to if it is 
additional Rs 75 Billion because as reported earlier, 
when Abraaj took over,  all its dues to its suppliers were 
written off… 
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KARACHI: KESC blames outages on funds shortage 

 

By Shamim-ur-Rahman 

 
KARACHI, Dec 20: Because of the accumulated debt running into 
billions of rupees, the Karachi Electric Supply Company does not 
have the required liquidity to purchase furnace oil needed to 
increase power generation capacity and to pay outstanding dues 
back to the Water and Power Development Authority and the Sui 
Southern Gas Company. 
 
This was stated by KESC Chief Executive Naveed Ismail while 
responding to questions about frequent load-shedding and breakdowns 
in the city, at a press conference on Saturday. 
 
�We would very much like to optimise generation capacity and run 
our plants on furnace oil to bridge the gap between demand and 
supply, but we don�t have the required funds to buy oil. 
Therefore, we are constrained to close some of the units and operate 
the others on gas, which is 90 per cent of the fuel input,� said Mr 
Ismail. He said even payment to the SSGC was being affected by 
the liquidity crunch.  
 
He said that due to the low pressure of gas in the winter months, it was 
not possible to enhance the generating capacity of the plant units, 
which were operating at about one-third of their installed capacity. 
 
He said the financial crisis could be over if the KESC received its 
Rs19 billion from defaulters, including the Karachi Water and 
Sewerage Board and the city government. 
 
He said the KESC owed Rs24.8 billion only to Pepco. The KESC 
had paid Rs2 billion to Pepco over the last two months and now a 
payment plan had been agreed upon that would take care of the 
outstanding dues and the current bills. 
 

Comment [E178]: This reveals a few things. Keep in 
mind that all moneys owed to 
WAPDA/PEPCO/Sui/etc.were written off by GoP just 
last month as Abraaj itself admitted. So even after that 
they claim they have no money for inputs. Keep in mind 
that these savior nights in shining armor of KESC 
supposedly have deep pockets. On top of that they 
HAVE been collecting money paid by customers for 
their electricity bills which is many times more than fuel 
costs of KESC. Where is that money going? It is my 
contention that ALL that is being siphoned off (same 
way as AlJ did. Remember they too never paid any bills 
and all revenues collected simply disappeared – simply 
vanished. Any thing that was paid was paid by 
mortgaging assets of KESC to banks (guarantor being 
GoP)) . 
It also tells us that KESC is intentionally not running 
power stations so the crisis of “load-shedding”is self-
made. There is a repeating pattern here: KESC doesnot 
spendany money on power generation. It only runs units 
when GoP forces fuel suppliers to give them the fuel on 
credit – credit they know they are not going to pay back 
anyways and get away with it( as the recent “forgiving” 
of ALL debt acquired so far proves). And when that 
credit goes over limit, the fuelsuppliers stop the fuel, the 
units are shut down, the load-shedding gets worst, people 
protest, govt again forces the fuel-suppliers to give 
KESC fuel – withot payment – KESC runs some units 
again …and on and on.    



Mr Ismail claimed that if the KESC got the Rs19 billion subsidy, 
he would purchase furnace oil to increase generation and reduce 
the incidence of load-shedding. 
 
Answering a question, he said load-shedding could be reduced, if not 
totally stopped, next summer as generation would see a significant 
increase with the arrival of �rental power�. 
 
In reply to questions about inflated bills that included the 40 per cent 
relief given by the government, Mr Ismail said the government took 
staggering decisions in this regard. First the tariff was increased and 
then withheld temporarily under strong public criticism, which created 
many hurdles in the KESC�s operations, he said. Only in November, 
the KESC had to issue four different types of bills. Owing to this 
confusion, it suffered a shortage of about Rs4 billion liquidity, he said. 
 
The KESC chief also claimed that the utility had initiated and 
completed several projects in a significantly short period of time. In 
November, 94 megawatts were added to the KESC�s grid, which is 
part of the 220MW power plants being installed at the Korangi Gas 
Turbine Power Station. Another 90MW were added to the KGTPS 
this month. 
 
The KESC, he said, had started a survey for the installation of 
190MW power plants on a �fast-track basis�, of which one portion 
of 95MW would be installed at Site while the other in Korangi. One of 
these power plants would be operational by June 2009 while the other 
would be connected to the KESC�s grid by September 2009. 
 
The KESC has already arranged an addition of 450MW till September 
2009. Likewise, a 560MW project is in the pipeline and would come 
into being by 2011. 
 
He said that out of 19 power plants, 13 had exceeded their physical 
life span of 27 years. The KESC would install 110 new 11kV feeders, 
he added. 
 
Earlier, KESC Group Head Organizational Management Zafar 
Usmani and Chief Operating Officer Jan Abbas Zaidi explained the 
human resource base of the utility and billing process for which 
around 10,000-strong staff are engaged round the clock to prepare and 
dispatch the monthly electricity bills to its consumers. 

Comment [E179]: Note: This plant is totally being 
financed by ADB (as the ADB 
“Proposal/Recommendation” earlier in this document 
and GoP is the “Sovereign Guarantor” for this private 
loan as well (Which you and I and ADB also knows 
KESC will never pay but the major partner in this crime 
– ADB – will gain a stake in KESC…  



Rs50b WAPDA arears towards KESC in 
mystery 
By: Sadia Saeed | Published: December 22, 2008  

KARACHI - Mystery shrouds the payment of Rs 50 billion worth 
arrears by KESC to WAPDA, The Nation learnt on Sunday.  

The KESC has disowned the payment of Rs50 billion arrears to 
WAPDA saying that the amount would be adjusted by the federal 
government. The KESC authorities added the company owed only 
Rs 25 billion to WAPDA but a senior WAPDA official said that 
the arrears towards KESC stand at Rs 75 billion. 

According to DG PEPCO, Tahir Basharat Cheema, KESC is 
supposed to make payment of Rs. 75 billion to WAPDA but the 
company has contested this amount of arrears. 

“There must be some confusion about KESC’s claim that they have to 
pay Rs. 25 billion to WAPDA. On our record, we have the receivable 
amount of Rs.75 billion from the company,” said Cheema. 

“On our request, the federal government has formed a committee 
that looked into this matter and negotiated with the new 
management of KESC the payment of arrears. They have now 
agreed to reschedule the procedure of payment of their 
outstanding dues. Till now the company has paid Rs.2 billion to 
the WAPDA,”  he added. 

“All we know is that the KESC has to pay Rs. 75 billion to Wapda. If 
they have given any payment plan to the government, WAPDA is 
unaware of it. We will then expect the government to pay the KESC 
dues. If the matter is settled between government and KESC, WAPDA 
would be satisfied on this progress,” he further added. 

It is worth mentioning here that the new management has taken 
over the company after getting the assurance from the 
government about writing off of the previous liabilities on the 
KESC, The Nation learnt from sources.  

Comment [E180]: Another interesting story.  
 
Note how easily Abraaj/KESC use Federal Government 
as their bitch… 



KESC unwilling to run all furnace units 
By: Sadia Saeed | Published: January 10, 2009  

KARACHI - The KESC continues to save its revenue by avoiding oil 
purchase for electricity generation, The Nation learnt from its sources. 
The company has a wretched financial condition which has barred it 
from having financial burden anymore.  
The company has dropped its power generation capacity at furnace 
oil-based Bin Qasim power plant significantly. The total generation 
capacity of Bin Qasim plant is 1100 MWs. But mostly, the KESC is 
running the plant at half of its capacity.  
The company has been generating up to 800 MWs from the total 
capacity, after facing intense criticism from the public and the 
government. It is worth mentioning that this is only done when they 
are facing pressure from the government.  
The plant generates 450 MWs of electricity when the government 
relaxes its pressure. 
The KESC is the only supplier of electricity to the metropolitan. This 
has given them the upper hand to manipulate the situation of 
electricity and its distribution in the city. â€œThe major electricity 
supplier to KESC is Bin Qasim power plant. This plant is working 
under its capacity as the company is saving their oil bill,â€� said an 
official. 
It is worth noting that supply of furnace oil to the plant has been 
stopped from the last few months. All the units of the power plant 
were being operated on gas. The supplied amount of gas remains same 
to the plant. But because of oil saving habit of the company, the 
consumption of gas hiked up leaving its pressure lower than usual.  

 

Comment [E181]: Main reason why there is load-
shedding 



KESC circular debt issue adds to people’s woes  
By Shamim-ur-Rahman  
Tuesday, 07 Apr, 2009 | 04:45 PM PST  
 
 KARACHI, April 6: While the Abaraj-led privatised management of 
the KESC has cut power supply of the KWSB to recover Rs6.8 billion 
dues, its row over outstanding dues with Pepco/ NTDC persisted as 
their receivables against it on Feb 28 were Rs79,042.796 million. 
 
As circular debt issue remained unresolved people at large and 
business suffered due to dismal performance of the utility. 
 
The KESC management had recently claimed inaccuracy in 
reporting of KESC dues to PEPCO/NTDC and had confirmed 
total dues of Rs31.42 billion, which covered all the outstanding 
bills until the end of February. The KESC had claimed it had paid 
7.54 billion in six months since the new management took over. 
 
The KESC had claimed that according to invoices issued by 
Pepco/NTDC and details of average megawatts supplied to the utility 
was in Oct, 08 (617MW), Nov ’08 (591ME), Dec ’08 (555MW), Jan 
’09 (333MW) and Feb ’09 (487MW). Since the KESC was declared 
a Disco, average rate of power purchased from NTDC/Pepco has 
been Rs6.29 per KWh. 
 
But according to sources KESC had paid only Rs1 billion from its 
own sources, while Rs5 billion or so were deducted at source on 
president’s directives when decision on subsidy was taken. 
 
While the new management of the KESC bogged down in circular 
debt issue, it has blatantly flouted the decision of the Economic 
Coordination Committee on time bound power purchase 
agreement and taking urgent steps for enhancing its own 
generation capacity. 
 
But according to Tahir Basharat Cheema , director general (EM&C) 
Pepco, the utility has not yet entered into time bound power purchase 
agreement (PPA). 
 
KESC has also miserably failed in increasing its own generation, 
which in fact has gone down on fast track forcing long duration power 
outages.  
 
It is also observed that no formal sale purchase agreement existed 
between KESC and NTDC. In November 2004 KESC asked NTDC 
that it be charged on the basis of Nepra’s determination. In the 
following month NTDC had informed the KESC that bill to the utility 
cannot be issued at new rates pending full operation of CPPA 
sales/marketing wing. Uptil Oct 2005 NTDC charged KESC on the 
basis of Nepra’s determination notified in Nov 2003 @ Rs3.69/KWh. 
 

Comment [E182]: In other words, it has again 
managed to stiff PEPCO/NTDC for ANOTHER Rs.79 
Billion (Which GoP will soon happily make go”poof!” 

Comment [E183]: So here KESC is using it’s 
recently “ill-acquired” status as a Disco and applying it 
retrospectively claiming it should have been charged the 
Disco rate even for a time it was not a Disco.  

Comment [E184]: Another Rs 5 Billion gift to 
KESC, courtesy of Zardari 

Comment [E185]: KESC is showing ECC the middle 
finger and behind it is the muscle of Zardari and Tareen 

Comment [E186]: KESC has no PPAs and yet they 
are able to “purchase” – for free – from PEPCO, etc. and 
still show them the middle finger. So they buy fuel for 
their units without paying for it, AND buy power from 
other producers without paying for it just because they 
are “smart” 

Comment [E187]: no formal sale purchase 
agreement existed between KESC and NTDC 



The authority had observed that NTDC is “obliged” to supply power 
at the marginal rate over a billing period “when available” for delivery 
to the KESC. It had also observed under the circumstances, it only 
seems fair and appropriate to allocate hourly marginal cost as the rate 
of procurement from NTDC by KESC.” 
 
The authority had thus decided that the “billing of KESC” be 
henceforth carried out on the basis of hourly marginal cost of 
generation as agreed by both the parties. 
 
As regards the retrospective charging of rate it was decided that 
NTDC has no ground to charge KESC on revised rate mechanism, 
retrospectively. NTDC was directed to maintain the charging of 
KESC at the rate of Rs3.69/KWh for energy delivered to the 
utility, till hourly marginal cost charging was put  into place and to 
raise bills prospectively.  
 
The KESC was not willing to increase its own thermal generation, 
because the management was trying to save money and not 
investing the promised amount for the development and day-to-
day running of the company.  Comment [E188]: Atually they are nottrying to save 

any money – just not spending any 



KESC secures its future by signing 
amendment agreement with GoP 
Published: April 15, 2009  

KARACHI - Karachi Electric Supply Company (KESC) has finalised 
an Amendment Agreement (AA) with the Government of Pakistan 
(GoP), in accordance with the GoP’s desire for increased public-
private partnership in previously state-held institutions. 

This amendment comes as an addition to an earlier Implementation 
Agreement (IA) signed by the government in 2005.  

It was a crucial precondition in the finalisation of the agreement at the 
KES Power shareholder level, which would handover management 
control of KESC to Abraaj Capital. 

The amendment, signed between the government and KESC will 
facilitate private equity investment of $361 million with the 
completion of requisite corporate actions and necessary approvals 
over the next three years. This enable KESC to finally realise its goal 
of implementing an ambitious turnaround and growth plan, in 
accordance with the original privatisation plan. 

The investment comes through the introduction of Abraaj Capital, the 
market-leading regional private equity firm, based in Dubai and with a 
presence all over the Middle East, North Africa and South Asian 
(MENASA) region, as the new majority shareholder to the holding 
company of KESC namely KES Power. 

With funds under management of close to $6 billion worldwide, 
Abraaj’s strategic stake in KES Power of $361 million gives KESC 
the unique backing of the major player in the investment field in the 
region. The depth of funding capability likely to give the government 
significant comfort about the future of KESC under the new 
management. 

Abraaj’s investment in Pakistan will now exceed $500 million of 
equity, which includes its earlier investments in Bosicor, BMA 
Capital and MS Forging. By virtue of its direct investment in KES 
Power, Abraaj will acquire indirect majority equity stake in KESC. 
The entire sum of capital will come into KES Power the benefit of 
which will cascade to KESC in the form of enhanced electricity 
generation, transmission and meeting of the distribution needs of the 
country’s economic hub. 

The timing of the investment is crucial considering the state of 
KESC’s outdated systems and losses that have aggravated 
loadshedding and outages over the last few years.

Comment [E189]: THIS IS THE NEW 
“AMENDED AGREEMENT” THAT MUST 
LOOKED INTO. THIS GIVES AWAY THE 
STORE. This article DOES NOT tell us much but the 
one from July 9, 2009 in Business Recorder later on 
exposes a lotmore.  

Comment [E190]: The lie here (as shown elsewhere) 
is that this $361 investment is NOT in KESC but KES 
Power, owned by Al-Jomiah. 
And it should be kept in mind that Al-Jomiah is NOT the 
previous owner as it still retains ALL its shares; And 
Abraaj is NOT the NEW owner but a partnet of Al-
Jomiah 



 

 
Thursday, May 28, 2009  
 
 

31 percent right issue at par announced :  KESC sees itself in 
the black next year 

* Board of directors reconstituted n Waqar Hassan Siddiqui new 

chairman 

 

By Mushfiq Ahmad & Razi Syed  

 
KARACHI: The management of Karachi Electric Supply Company 

hopes to earn Rs 2.82 billion in 2010-2011 and Rs 18.42 billion 
in 2011-2012 although it is going to suffer a loss after tax of 

Rs 10.18 billion in the current fiscal year.  
 

According to a detailed plan that the management announced on 
Wednesday, the company intends to push up its revenue to Rs 

132 billion in 2010-2011 and Rs 192.billion in 2011-2012 from 

a mere Rs 104 billion in the current fiscal year.  
 

The company made these projections with the announcement of 
issuance of 31 percent right shares for Rs 3.50 per share. It 

said the board of directors approved the issue of right shares in a 
meeting on Wednesday.  

 
Daily Times made several calls to officials of KESC to get the number 

of shares being issued and the amount to be raised thus confirmed, 

but none was responded.  
 

The right issue shall rank pari passu with the existing ordinary shares 
of the company in all respects. The purpose of issuing right shares is 

to provide fresh equity, which will support the capital expenditure 
requirements, improve debt equity and liquidity ratios, reduce finance 

cost and will improve profitability of KESC to benefit all stakeholders.  
 

Injection of economic and efficient generation in KESC system and 

implementation of system improvement and loss reduction projects 
will improve operational and financial viability and profitability of the 

company.  
 

Partial funding for the said projects through additional equity will 
reduce financing cost and positively contribute to the future financial 

results of the company.  
 

The funds generated through Right Shares will be utilised to partly 

finance equity component of new generation projects and capital 
expenditure requirement to augment and expand dilapidated 

transmission and distribution network and system improvement and 
loss reduction projects and to meet working capital deficit to reduce 

bank borrowings and resultant financing cost.  
 

"These projections reflect the bona fide current and future business 
perception and fair judgment of the directors as to cost and future 

performance of the company's business and NEPRA approved tariff of 

the company," said the company.  
 

Reconstitution of board: The board of directors of the company was 

 

Comment [E191]: This statement seems misleading. 
How could it be “suffering a loss after tax” when it is not 
earning any profit thus not paying any taxes????? 

Comment [E192]: A mere Rs 104 Billion revenue?  
Note: This figure gives us an idea of the total monies 
coming in of which very little is being spent  

Comment [E193]: Ah so the “re-nationalization” 
plan isunder implementation already and shares are being 
issued. Remember I said Abraaj will double the number 
of shares of KESC and issue 13 Billion plus more shares. 
Again GoP – being a part of Board of Directors – 
approved it.. (Also note the price of the shares—much 
higher than Rs 1.65 the original ones were acquired). 
Does “31 percent” mean the quantity of shares is 31% of 
total shares of KESC (13 Billion plus)? Meaning over 4 
Billion new shares? (~Rs 14.3 BILLON Worth) And 
what does the term “Right Shares” mean? I am pretty 
sure they were not offered for trade in the KESC but held 
by Abraaj (so Abraaj gains a least rs 14.3 Billion in 
shares without spending a dime, with much more to 
come. Remember their plan is still to issue another 9 
Billion plus shares) and is part of the “diluting down” of 
KESC shares they were talking about (See the Shaheen 
Sehbai story above and my longest comment on it)   

Comment [E194]: And in light of my comment 
above (these shares are NOT being sold so NO money 
coming into KESC from these) this is all BS. 



completely changed on Wednesday with Waqar Hassan Siddiqui 

coming in as the new chairman.  
 

Abdulaziz Hamad Aljomaih, Naser Al-Marri, Peter Hertog, 
Riyadh S Edrissi, Imran Siddiqui, Ariful Islam and S M Akhtar 

Zaidi resigned. The new directors include Farrukh Abbas, 

Zulfiqar Haider Ali, Tabish Gauhar, Syed Nayyar Hussain, 

Muhammad Tayyab Tareen and Syed Arshad Masood Zahidi.  

 
PPI adds: Waqar Hassan Siddiqui succeeds Abdulaziz Hamad 

Aljomaih who had assumed the role on privatization of the 
company in November 2005. Siddique is currently Executive 

Director at Abraaj Capital in UAE, where he heads its Portfolio 

Management Group. 

 

Comment [E195]: The new directors of KESC 



 

 
 
 SSGC gives notice to KESC for dues worth Rs15bn 

 
 
 
Friday, May 29, 2009 
By By our correspondent  
KARACHI: Sui Southern Gas Company (SSGC) has given a final notice for unpaid dues of Rs15 
billion to the Karachi Electric Supply Company (KESC), said Umair Khan, Managing Director SSGC. 
 
He was talking to businessmen at the office of the Korangi Association of Trade and Industry (KATI) on 
Thursday. 
 
Earlier, KESC owed Rs8 billion to SSGC, which has now jumped to Rs15 billion and as SSGC is 
facing an acute shortage of funds, it intends to issue a final notice of disconnection. WAPDA also 

owed SSGC Rs4 billion against the gas supply to its units, he said. 
 
Natural gas reserves in the country are depleting and it is feared that the nation would be facing gas shortage 
from 2011, he said, adding gas from Pak-Iran gas pipeline would be more expensive than indigenous natural 
gas. 
 
“Gas is a blessing to the nation but it is feared that its shortage may create problems for the people in the days 
to come,” Umair said, adding that SSGC is receiving less supply than its daily requirement. 
 
He informed the industrialists that the SSGC and SNGPL would be laying a 1,000km pipeline from 
Iran at a cost of $200 million. “Arrangements are being made to import LNG (liquefied natural gas) from 
Qatar.” 
 
He stressed the need of reducing gas consumption by the domestic sector and instead of supplying gas through 
pipelines, villages and rural areas may be supplied gas through cylinders of LPG. 
 
He also said that five to seven types of gas tariffs set by the Oil and Gas Regulatory Authority (OGRA) for the 
industrial sector were wrong and the SSGC was facing difficulties due to that arrangement and hopefully it would 
be rectified in the next petroleum policy. 
 
In response to KATI Chairman Mian Zahid Husain’s query, he assured that those industrialists who applied for 
gas connections would get its supply soon. 
 
Patron-in-Chief of KATI, SM Muneer said that the business community is meeting with President Asif Ali Zardari 
to apprise him of the precarious situation of the economy and the rapidly closing down industrial units in Karachi 
and have appealed him for a contingency plan to rescue the dying industries. 
 
He urged upon the electricity generating companies to accelerate power generation in the country to overcome 
the load-shedding menace. 
 
Husain said that the ever-increasing gas prices have overburdened the industries and load-shedding of gas in 
some industrial areas has resulted in the closure of various industries creating massive unemployment in the 
country. 
 
He urged SSGC and PPL to acquire the expertise of oil and gas exploration instead of depending on foreign 
companies. He further said that foreign companies busy in oil and gas exploration should be asked about the 
outcome of their operations continuing for the last several years. He expressed his concern over the fact that 
despite having huge reserves of oil and gas and other resources of energy; the country is facing severe shortage 
of gas as well as electricity. 

 

Comment [E196]: So what else is new? KESC still 
not paying its bills…  



PPP CALLS FOR NATIONALISATION OF KESC  

 

30 May 2009 

ISLAMABAD: The Pakistan People=s Party has joined a call for 

nationalising the Karachi Electric Supply Company accusing its 

private management of having failed to streamline generation and 

produce sufficient power. 

 

In a statement issued here on Friday, PPPLs deputy secretary general 

Senator Mian Raza Rabbani said: LThe federal government is called upon 

to ask Nepra as a regulator of public utility to nationalise KESC as it has 

failed to perform according to standards set by it and appoint an operator, 

for a variety of reasons.L 

 

Mr Rabbani said: LThe Pakistan PeopleLs Party had opposed the 

privatisation of KESC but the same was carried out by the PML-Q 

government and its coalition partners. 

 

Rabbani said that KESC had failed to perform and, therefore, the 

government should appoint an operator, for the following among other 

reasons; 

 

The service quality and the systems under new management are going 

down;  

� the total quantum of electricity generated by the KESC is on 

the decline;  

� no new investment into KESC or the system is made (in 

violation of the sale deed);  

� at the time of privatisation, it was promised that the 

management will invest $361 million to improve the system 

which till date has not been done and the government of 

Pakistan has given a right of Rs40 to 50 billion and yet the 

KESC has failed to perform. 

Comment [E197]: Yes, the con game has entered the 
last act. PPP, seeing people’s misery takes the bold step 
and nationalizes KESC – oh what a victory for the 
people.And oh how it proves once again Bhutto Shaheed 
is Alive! Jiyay Bhutto!!  

Comment [E198]: How is that different from 
privatization? So there are already plans to repeat the con 
one more time…. 

Comment [E199]: I told you so 

Comment [E200]: I told you that as well☺ 

Comment [E201]: Actually a LOT more as I have 
shown above 



 
KESC must be ‘re-nationalised’ 
 
 
 
Monday, June 01, 2009 
By By our correspondent  
Karachi  
 
Members National Assembly belonging to Muttahida Qaumi Movement have reiterated 
their demand of nationalizing the Karachi Electric Supply Company (KESC) owing to 
continuous inefficiency of its private management.  
 
In a statement they said that the KESC administration remains unmoved and not taking any 
concrete measures to overcome load-shedding, which has made the lives of the citizens 
miserable.  
 
These MQM MNAs said that continuous power outages was also causing acute water 
shortage and expressed fear that such a situation might create law and order situation in the 
city. They have appealed to President Asif Ali Zardari and Prime Minister Yousuf Raza 
Gilani to intervene in the matter and rid the city of power outages.  
 
It may be noted that no decision to this effect was taken during a high-level meeting at 
Governor House on Saturday, which was also attended by the Advisor to Prime Minister on 
Petroleum Affairs Dr Asim Hussain.  

 

Comment [E202]: MQM too joins the chorus. I am 
not sure if it is a part of this scam OR it is just echoing 
the popular demand…(I doubt MQM leadership is so 
dumb not to know what is going on. I AM CERTAIN 
PML-N leadership is fully aware of this and their silence 
and support only means they are a party to this crime. 
Exactly how? I am not so sure….  



 

No power load-shedding in city, KESC insists 
 
 
 
Wednesday, June 03, 2009 
By our correspondent 
 
Karachi 
 
Unfolding the 100-day summer plan for revamping power supply systems, 
Karachi Electric Supply Company (KESC) officials reiterated on Tuesday 

that there was no power load-shedding in the city. This is despite the fact 
that various areas in the city are still facing power failures due to cable faults and 
load-balancing problems in overloaded transmission and distribution systems of 
the KESC. 
 
Speaking at a press briefing at the KESC head office, KESC Chief Executive Officer 
(CEO) Naveed Ismail, along with senior utility officials, said that out of the 
US$361 million-investment to be made by the present KESC 
management, US$56 million had been injected thus far as down 

payments only for new generation purposes. 
 
Ismail said that under the systems improvement programme for the KESC, four 
new grid stations had already started to function, and three more would be 
commissioned by the end of this year. 
 
He said that the installation of new 11kV feeders would ease the system 
overloading and increase the capacity of distribution systems. By now, 43 feeders 
have already been energised. Ten more will be energised by end June and 96 
feeders will be energised during 2010, he said. 
 
TThe major reason for load-shedding is illegal use and theft of electricity which 
amounts to over 30 per cent of the total electricity generated and acquired by the 
KESC from all its sources,T Ismail said, adding that so far over 40,000 illegal 
electricity connections had already been removed from different parts of the 
metropolis. TOnly 70 per cent consumers pay their bills and the KESCTs theft 
ratio is almost one out of three persons. Inevitably, non-paying consumers use 
excessive electricity which directly increases load-shedding.T 
 
Ismail said that in the last eight to nine months the present KESC management 
had paid Rs18 billion as dues to the Sui Southern Gas Company (SSGC), while in 
the same period, Rs8.5 billion had been paid to the National Transmission and 
Dispatch Company/Wapda. 
 
He said that at present the KESC had been incurring a monthly loss of 
Rs1 billion to Rs1.5 billion and as such there was no money left to 
spend on its fuel and other operational costs. 
 
KESC Chief Operating Officer Jan Abbas Zaidi denied that electricity 

meters used by the privatised power utility were faulty or were 
generating excessive billing. 

Comment [E203]: Asalways, KESC lying through its 
teeth… 

Comment [E204]: So Abraaj’s Naveed Ismail 
(CEO,KESC) also admits the $361 million investment 
has yet to be made  

Comment [E205]: Let’s ask WAPDA and SSGC 

Comment [E206]: No money? What about that $361 
million yet to be invested? What about the billion in 
written off loans? What about the Rs 14 Billion plus 
shares issued? What about the over 100 Billion revenue 
collected? We know you are not spending it on paying 
your bills… 



 

Per unit power tariff may increase by 44.3pc 
 
 
 
Thursday, June 04, 2009 
By our correspondent 
 
Karachi 
 
Power consumers in the city are likely to face an average tariff hike of Rs2.90 per 
unit if the government withdraws the subsidy on electricity rates, a step being 
widely feared after the announcement of the federal budget for the upcoming 
fiscal year. 
 
Speaking at a press briefing on Wednesday, Karachi Electric Supply Company 
(KESC) Chief Executive Officer (CEO) Naveed Ismail said that average per unit 
tariff charged by the power utility stood at Rs6.55 after applying government’s 
average per unit subsidy of Rs2.90. After the withdrawal of the subsidy, 

however, the average per unit tariff for KESC consumers 
would jump to Rs9.45 (an increase of approximately 44.3 
per cent), he added. 
 
He, however, said that various factors such as the fuel mix used by the KESC for 
power generation, prices of furnace oil and gas, and rates of electricity availed by 
the utility from the independent power producers and Wapda (Water and Power 
Development Authority) would determine the increase in tariff for the next 
quarter. 
 
Without revealing details, Ismail said that the KESC has filed a petition with 
the National Electric Power Regulatory Authority (Nepra) for increasing 
the tariff for the next quarter.  “It is up to the Nepra to determine the tariff 
increase for various electricity distribution companies, including the KESC. Any 
increases will be notified by the federal government,” he added. 
 
The CEO said that the present management of the KESC has so far terminated 58 
employees after conducting due inquiry into disciplinary and corruption charges 
pending against them. As many as 51 such inquires against the KESC employees 
were being conducted by the management. 
 
He said that a zero tolerance policy would be adopted by the KESC management 
against the utility employees showing persistent dereliction from their duties or 
having involvement in corrupt practices. 
 
Ismail told the media that about 22 per cent of the total electricity 

supplied by KESC was being misappropriated, while a total of three million 
megawatt hours of electricity had been stolen in Karachi from September last to 
June this year, which was not only causing power outages for the genuine 
consumers but also inflicting financial losses for the power utility. 
 
He mentioned that some seven to 7.5 per cent of the total 2.2 million consumers 
of the KESC were being charged on average billing. He said that 20,000 hook 
connections have been provided by the KESC to its new consumers as temporary 
arrangement, adding that the present management has so far provided 6,500 
new electricity connections. 
 
The CEO said that the KESCTs transmission and distribution systems have been 
facing eight main cable faults in different areas, affecting the electricity supply to 
Gizri, Federal TBT Area, Bahadurabad, etc. 
 
He said that the first meeting of the special ministerial committee on KESC 
affairs on June 1 in Islamabad also discussed the matter of Rs13 billion 

to Rs14 billion subsidy that the privatised utility was yet to receive from 

Comment [E207]: Another gift by Zardari and 
Tareen to themselves…Robin Hood in reverse strikes 
again 

Comment [E208]: Here the impression is being 
given that NEPRA is the boss while the reverse is true 
(more on that later) 

Comment [E209]: No.of KESC direct victims (all 
the rest of us are victims too though indirectly) 



the government pertaining to the previous quarters.  
 
He informed the media persons that the KESC carried out load-shedding of 
around 78 Megawatts (MW) at around 3pm on Wednesday against the total 
demand of 2,184MW. The power shortfall faced by the utility was mainly due to 
the tripping of unit no. 2 of Bin Qasim Thermal Power Station, he said, adding, 

the KESC was getting 630MW from Wapda for meeting the demand of 
over 2,000MW. 

Comment [E210]: WAPDA is being forced to 
provide 630 MW to KESC despite the non-payment of 
previous dues and no payment for this 



 

KESC given incentives to improve power supply 

 
 
 
Saturday, June 06, 2009 
By our correspondent 
 
KARACHI: Federal government’s Special Committee on Karachi Electric 

Supply Company has granted some extraordinary incentives to 

the power utility. 
 
Sources said the committee, in a recent meeting in Islamabad, allowed supply 
of 250 to 300 million cubic feet of gas to the KESCIs Bin Qasim thermal 
power station. Besides that, Pakistan State Oil (PSO) extended the 
deadline for payment of dues to 90 days from 30 days while Water and 
Power Development Authority was asked to provide the KESC 650 

megawatts of electricity per day instead of 300 to 350MW. 
 
The meeting was chaired by the Adviser to Prime Minister on Finance, 
Shaukat Tarin, and attended by the Federal Minister of Water and Power, Raja 
Pervez Ashraf, Adviser to Prime Minister for Ministry of Petroleum and Natural 
Resources, Dr Asim Hussain, Minister of Overseas Pakistanis, Dr Farooque Sattar 
and Adviser to Chief Minister Sindh on Investment, Muhammad Zubair Motiwala. 
 
It endorsed the special incentives for the sake of uninterrupted power supply to 
the consumers of Karachi who were paying higher tariffs. President Asif Ali 
Zardari had constituted the committee following eruption of violence over load-
shedding in Karachi. 
 
KESC representatives, who attended the meeting, pledged to invest $30 million to 
improve cash flow. That investment would be in addition to $360 million the 
utility had committed to invest in power generation and upgrading its 
transmission and distribution network. 
 
According to sources, the KESC said with the help of that investment, the 
generation capacity would increase by 90 megawatts by the end of June and 
another 90MW by the end of July. In September, the KESC would add another 
150MW to its generation capacity. 
 
Outlining a business and investment plan for the next three years, the KESC 
assured the government that it would be able to meet Karachi’s future 
requirement at a rate of 8 to 10 per cent growth. 
 
However, participants from the government side were concerned about the 
revamping plan and alternative and parallel supply system. They were also 
concerned about the utilisation of $360 million and one of them suggested that 
the amount may be approved only after a due diligence exercise by the 
committee. 
 
The KESC promised to give a presentation in the meeting to be held next week. 
Dr Farooque Sattar expressed concern over complaints of people about inflated 
power bills.  
 
He was of the view that when tariff had not been enhanced and with 

prolonged load-shedding, how inflated bills were sent to the 
consumers. The KESC assured them that it would brief the committee on the 
issue in the next meeting. 

Comment [E211]: More gifts for the KESC. 
Remember KESC is a PRIVATE entity but government 
gifts continue (and at a time when the country is in 
economic crisis and surviving on beggary): 
 

Comment [E212]: CONFLICT OF INTEREST!!! 

Comment [E213]: CONLICT OF INTEREST. Of 
course this committee is just for show and is giving gifts 
to KESC when it should be punishing it 

Comment [E214]: In Addition? They haven’t even 
done that yet… 



 
WAPDA, KESC & subsidies largest burden on budget 

 
 
 
Economic Survey says contingent liabilities in FY09 rose by 27pc to Rs275.89bn 
 
Friday, June 12, 2009 
By Israr Khan 
 
ISLAMABAD: WAPDA and the KESC are leading to increased hidden risks to the 
economy and pressure on the national budget, the Economic Survey 2008-09 
revealed. 
 
TThe Water and Power Development Authority (WAPDA), the Karachi Electric 
Supply Corporation (KESC) and implicit liabilities in the shape of subsidies to 
various sectors have been the largest drain on the budget,T says the Economic 
Survey presented by the Adviser to Prime Minister on Finance Shaukat Tarin 
here on Thursday. 
 
The survey repeated the last yearTs paragraph, saying, TFinancial improvement 
plans of the two power utilities are currently under implementation to curtail 
these outflows,T but leakages on these two major heads are 

increasing every next year and there is no improvement in 
sight.  
 
It says that contingent liabilities (both explicit and implicit) during 
fiscal year 2008-09 rose by 27 per cent to Rs275.89 billion from 
Rs217.21 billion last year.  
 
Contingent liabilities are costs the government will have to pay if a 
particular event occurs. A common example of a contingent liability is a 

government-guaranteed loan. At the time a guarantee is entered into, there 
is no liability for the government, since this is contingent upon the borrower 
failing to repay the loan as contracted.  
 
It revealed that these liabilities as percentage of the GDP rose to 2.12 per cent in 
2008-09 from 2.11 per cent in 2007-08. 
 
Out of total Rs275.89 billion, explicit liabilities stood at Rs72.48 billion 
in 2008-09, up by 15 per cent as compared to Rs63.05 billion last year, 
indicating that it would have a direct impact on the federal budget in 
the shape of cash outflows.  
 
Implicit contingent liabilities have also increased by 32 per cent to 

Rs203.44 billion in FY08-09 as compared to Rs154.17 billion in the 
fiscal year 2007-08. Substantial increase in contingent liabilities reveals more 
pressure on the economy and points towards less soundness of the countryTs 
financial sector, macro economic policies, regulatory and supervisory system and 
information disclosure.  
 

The explicit liabilities of Rs72.48 billion, comprise 
payments made on account of contractual guarantees 
issued on Ghee Corporation of Pakistan (GCP), Rice Export 
Corporation of Pakistan (RECP), Trading Corporation of 
Pakistan (TCP), Cotton Export Corporation (CEC) and 
Saindak Bonds; Pakistan Steel Mills Corporation’s liability 
payments contractually assumed by the Government and 
payments to Fauji Fertiliser Company Bin Qasim on 
account of the 1989 Investment Policy pertaining to the 
fertiliser industry.  
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Of the explicit liabilities, an amount of Rs2.356 billion has 
been paid on account of Pakistan Railways debt servicing 
liability (Government guaranteed loans) last year, 
whereas, in the corresponding period it was Rs2.53 billion. 
 
Besides, an amount of Rs930 million was paid out as an interest 

(equity) to the restructured loans and Term Finance Certificates to PIA. 
GOP has guaranteed interest payments (restructured loans and TFCs) 

for five years starting in the FY01-02.  
 
Water and Power Development Authority (WAPDA) borrowed Rs15.59 
billion during FY 2008-09 from the National Bank of Pakistan as against 

Rs8 billion in the corresponding period last year. 
 
From federal budget cash outflow to HBL, ABL, Bank Alfalah, Askari 

Bank and Brunal Investment Company stood at Rs48.9 billion during 
the fiscal under review against Rs44 billion last year.  
 
The govt’s guarantee against Pakistan Steel Mills stood Rs736 million, 
PIA (interest on govt guaranteed TFCs and loans) Rs930 billion, FFC 
Jordan Rs231 million, People Steel Mills Rs155 million, Karachi 
Shipyard & Engineering Works Rs432 million, KESC system 
improvement (loan) Rs3 billion in the shape of explicit contingent 

liabilities.  
 
Of the implicit contingent liabilities, the largest drain on the budget was on the 
Water and Power Development Authority (WAPDA) subsidy, non-recovered loans 
and other loans 113.16 billion against Rs58.72 billion last year.  
 
The KESCIs subsidy against the adjustment of additional surcharge 
against GST stood at Rs1.28 billion against Rs3.35 billion in the last 

fiscal. Pakistan RailwaysI other operational shortfalls stood at Rs8.158 
billion against Rs4.77 billion last year.  
 
Subsidy was given to Trading Corporation of Pakistan (TCP) on import 
of wheat (Rs35 billion), sugar (Rs6.30 billion), and urea (Rs3.0 billion). 

Cumulative subsidies under these heads given to TCP were, Rs44.30 
billion during FY 2008-09.  
 
Besides, subsidies to the exporters of the textile sector stood at Rs4.81 

billion, importers of phosphatic and potashic fertilisers Rs7.65 billion, 
manufacturers of phosphatic and potashic fertilisers Rs21.03 billion 
during the year under review. 
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Senators demand probe into KESC affairs   
Friday, June 19, 2009 
ISLAMABAD: Deputy Chairman Senate Jan Muhammad Jamali on Thursday asked the government to investigate 
into the affairs of Karachi Electric Supply Company (KESC) and depute Rangers at its offices. 
 
“The worst power breakdown in Karachi and some parts of interior Sindh might be an attempt to 
destabilise the government. KESC is enemy within,” said Jan Jamali while taking serious notice of the 
electricity failure in Karachi.  
 
He said the government should reverse the privatisation of KESC and take over this vital organisation as it had 
failed to provide relief to the people.Senators Muhammad Raza Rabbani, Tahir Mashhadi and Ahmad Ali raised 
points of order over the massive power breakdown in Karachi and other parts of Sindh on Wednesday evening. 
 
Raza Rabbani said the decision regarding the privatisation of KESC was not correct and it should be reversed by 
the government. He said the power failure started at 7:00 pm on Wednesday while the KESC managing director 
was not available to the minister for water and power till 1:00 am. “KESC should be taken over by the 
government and an operative be appointed on it,” he said. 
 
Senators Ahmad Ali and Tahir Mashhadi said a conspiracy was being hatched to turn Karachi into a non-
industrial city. MQM parliamentarians in the National Assembly also staged a walkout when they were not 
allowed to speak on the issue. 
 
Minister for Water and Power Raja Parvaiz Ashraf apologised to the House for hardships faced by the people of 
Karachi due to the prolonged power breakdown. He said the ministry had already held a number of meetings 
with KESC management and they had been told that the company could be taken over by the government if its 
performance was not improved. However, he also added taking over KESC might be a difficult task as 
some foreign countries were involved. 
 
Taking part in the budget debate, Senator Muhammad Khan Shirani of the JUI-F said the Finance Bill and budget 
documents were against the spirit of the Constitution. In this connection, he quoted articles 2, 3, 7, 38, 160 and 
227 of the Constitution. 
 
He pointed out that the Finance Bill provides protection to the interest system in the country which is contrary to 
Article 2 of the Constitution. Senator Dr Aafia Zia of the Jamaat-e-Islami (JI), while criticising the budget, said its 
presentation had become a mere formality, adding the people had no trust in the budget details. “There is also 
nothing new in the budget announced on June 13,” she said. 
 
She said it was correct that defence expenses were vital but sufficient allocations should have been made in the 
health and education sectors with creation of more employment opportunities. The JI senator also called for an 
interest-free banking system. 
 
Syed Javed Ali Shah stressed the need for ensuring provincial autonomy and removing grievances of the smaller 
provinces, particularly Balochistan. He said despite having a parliamentary system the smaller provinces had 
been deprived of their due rights. 
 
Dr Abdul Malik said that people of Balochistan had been deprived of their due rights and it was ironical that they 
had not been given any representation in the 80 federal government institutions.  
 
He called upon the government to provide more resources for education in Balochistan and set up new 
universities there to promote education. He also urged the government to devise a strategy to construct small 
dams in the province to overcome water shortage and enhance agriculture yield.  
 
Afrasayab Khattak said the budget had been prepared in difficult situations and urged the government to review 
its policy on the war on terror. He urged more allocations for the development of Fata. 
 
Begum Najma Hameed said the poor segment of the society had been neglected in the budget. She urged the 
government to curtail the non-development expenditure and maximum funds should be directed for the 
development activities. Abdul Khaliq Pirzada advocated provincial autonomy to bring the country out of the 
crises. 
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Improve performance or be nationalised, Zardari tel ls KESC  

 
 
 
Wednesday, June 24, 2009 
KARACHI: President Asif Ali Zardari has taken strong notice of power outages in the city, 
warning the KESC to improve its performance or it will be nationalised. 
 
He was talking to newsmen at the Bilawal House here on Tuesday. The newsmen had drawn 
his attention to the power crisis. The president said that after completion of various projects, 
30 per cent of Karachiites would get jobs.  
 
He said his government had a plan to improve the sewage system of Karachi. The president 
said they were working to design a new political system, so that Bilawal Bhutto Zardari and 
Altaf Hussain’s daughter Afza should not have to sit in the opposition. 
 
He said his aim was to create a congenial political environment, so that the PPP, the MQM 
and the ANP could contest the next elections as a coalition. 
 
Zardari said the Army and the area people were fighting against the militants in Swat. He 
hoped that they would soon capture Baitullah Mehsud. 
 
Zardari said the policy of his government was long-term. He termed regional cooperation the 
best policy in the war on terror. He said the aim of his foreign tours was to improve the 
economy of the country. 
 
He said that during his China visit, he talked to the Chinese leadership for establishing 
industries and constructing dams in Pakistan, so that it should be able to produce 50,000 
megawatt electricity. 
 
The president said, at present, the exports of Pakistan were $12 billion, but he wanted it to 
rise to $200 billion. He said he had a plan to address the problems of the people in five years. 
If the PPP solves the problems, it can contest the next elections on the basis of its 
performance, he added. 
 
He said the NFC Award would be announced this year. Zardari said his government was 
heading in the right direction and working to improve the economy of the country, so that 
Pakistan should not have to ask the World Bank and the International Monetary Fund for 
financial assistance after every six months. 
 
He termed the budget a balanced one that was prepared keeping in view the resources of the 
country. He said it proved that they did not depend on other options while making the budget. 
He said restoration of the chief justice was a victory of democracy. 
 
Zardari said the PPP government was under pressure, as the expectations of the people, who 
wanted jobs, were very high. He said they were trying their best to meet their expectations. 
 
He, however, said the people did not have expectations from other political parties. Sindh 
Chief Minister Syed Qaim Ali Shah, Sindh Information Minister Sassui Palejo, Adviser to 
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the Chief Minister Jameel Soomro and Waqar Mehdi were also present on the occasion. 
 



 

KESC to go for Thar coal power generation in 
two years 
 
 
 
Chief executive says investment has started pouring in for coal power generation 
plants 
 
Wednesday, July 08, 2009 
By M Farhan Zaheer 
 
KARACHI: The Karachi Electric Supply Company will go for Thar coal in coming 
two to three years as the company gains some financial strength. 
 
”We are now getting investments in KESC from May 2009 with the 
signing of the final agreement,” the KESC chief executive officer Naveed 
Ismail said during his visit to the Korangi Association of Trade and Industry 
(KATI) on Tuesday to meet industrialists. 
 
He informed that KESC is working on three coal power plants to reduce 

the dependence on furnace oil and gas. He emphasized that coal and 
hydropower are the only two cheap and reliable options available to 
Pakistan. 
 
He rebuffed the reports that coal in Sindh is not suitable for power generation. 
“Coal in Sindh is usable. Our future generation will never forgive us if we fail in 
utilizing Thar coal.”  
 
A large number of industrialists lauded the efforts of present 
management of KESC and their consistent improvement in power 
distribution; they said that for the first time in the history of KESC they are 
dealing with professional team.  
 
Ismail said that KESC has been criticised because what should have been 
delivered has not been delivered in last three years. “Though, we took charge 10 
months back, only six weeks back in May 2009 we have taken over the company 
completely,” he said.  
 
Ismail said that load-shedding in industrial areas is less because, “we want our 
industry to run uninterruptedly and that people can retain their jobs. The other 
reasons are that there are less power thefts in industrial areas and we get better 
revenue also.” 
 
Kaukab Iqbal, Chairman, Consumers Association of Pakistan said that average 
billing is unjust for those who are now conserving energy with more power savers 
and paying electricity bills honestly.  
 
On replying a query about average billing, KESC chief said, “We are trying to 
reduce average billing from 15 per cent.” 
 
Revival of KESC is the revival of Karachi, he said adding, “I assure that every 
coming week and month will be better than previous one.” 
 
He informed that over 50 MW power consumption increases with the rise of 
single degree mercury in Karachi and power consumption is continuously rising in 
this summer which is 2300 MW per day till date. 
 
”We are certainly in problems as far as our debts and debtors’ are concerned. We 
have Rs36 billion on our customers, which also include many government 
departments, Ismail said. 
 
He asked industrialists for their support and said, “we are ready to settle our 
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various issues out of courts in order to save time and energy.” 
 
On disconnection of illegal connections, he informed, “we are disconnecting some 
55,000 to 60,000 illegal connections a day without taking any pressures from 
influentials.” 
 
Industrialists complained that KESC complaint centres don’t receive phone calls 
and if they do they generally don’t know where faults occur and how and when 
their team can restore the system. 
 
The CEO of KESC accepted the fact that their complaint centres need much more 
improvement. “We have raised complaint centre staff to 300 from just 25 
employees when we took over the company however, still we need raise this 
figure to 500 for better results.” 
 
He lamented that KESC collect various government taxes with electricity bills 
which is the duty of FBR, and this also affect our customersT as their monthly 
bill increase by 22 to 25 per cent owing to these taxes. 
 
When asked would he register FIR against the influential people who are caught 
in power thefts, he said, TYes, now I am thinking about it. There are numerous 
big names that have been caught in electricity theft.T  
 
Mian Zahid Hussain, Chairman, Korangi Association of Trade and Industry (KATI) 
said that the recovery of KESC from KATI is 97 per cent and there is no power 
theft in our industrial zone.  
 
Hussain added that though industrial areas are exempt from load-shedding but 
owing to the heavy load-shedding in residential areas our workers efficiency is 
being affected daily in industries.  
 
He asked KESC management to reduce line losses and power thefts as this 
burden is being drawn to the honest power consumers.  
 
”KESC team is media shy. KESC should also face media and convince them 
because KESC is working better now and they have enough relevant points to 
make before media,” he suggested. 
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Ministry gives protection to KESC in 'Amended 
Agreement': PC sidelined   
GHULAM ABBAS   
KARACHI (July 09 2009): The Privatisation Commission of 
Pakistan has been sidelined by the Ministry of Wate r and 
Power in the 'Amended Agreement' with Karachi Elect ric 
Supply Company (KESC) to protect the public utility  in 
increasing the tariff and other facilities it is en joying. 
 
The agreement, originally signed between the Privatisation 
Commission and KESC in 2005, was amended in April 2009, on 
the request of the company, by the Ministry of Water and Power 
on behalf of Government of Pakistan. According to sources, 
the amendment, if needed, should have been made by the 
Commission, which is the original party to the agre ement . 
 
In the amended agreement, sources said, the prime objective 
was to facilitate the utility by removing the cap on any increase 
in tariff for seven years. The new agreement was also signed by 
the company's Chief Executive Officer (CEO) on behalf of 
KESC as representative of Abraaj Capital, the new 
management of the utility. 
 
The amendment should also have been done by Aljomaih (the 
previous management) as the right shares of the company have 
still not been transferred in the company by Abraaj. Beside the 
tariff-related incentives, other facilities were also being provided 
to the company under the new agreement, like according to the 
amended agreement's new Article 8.6, "Government of 
Pakistan (GOP) in case of take-over of the company, would pay 
all liabilities (past and future) of KESC. 
 
In another new Article 8.8 of the agreement, all payments of 
electricity supplied to the company by National Transmission 
and Dispatch Company Limited (NTDC) would be made by the 
government as the company shall have no obligation to make 
payment of amounts claimed by NTDC. 
 
As support assistance to the company, the new Article 10.2 
shows that GOP shall use its good offices to support and assist 
the company for insurance of such orders, certificates and 
documents which are not inconsistent with the laws of Pakistan. 
 
The support to KESC under the article were included the 
application to Nepra by the company in connection with tariff, 
licences, etc. The most interesting support the company sought, 
and agreed by the GOP under this article, was KESC's 
obtaining of conclusive land title documents accurately showing 
the company's right, title and interest in property owned by the 
company and obtaining easements, rights of way and rights of 
access to and through immovable property. 
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Soon after the changes made in the agreement, the company 
requested National Electric Power Regulatory Authority (Nepra) 
to allow it to increase the tariff. To recover its costs and 
accumulated losses which have reached around Rs 61.5 billion 
as of March 31, 2009, the company in a petition has sought the 
new adjustment, after which the poor consumers were to be 
burdened of fresh hike in the electricity tariff. 
 
The annulment of seven years cap, sources said, was  
meant to give a free hand to the company to charge the 
masses who are already heavily burdened by many tax es 
in different heads. In the petition the company had also 
sought the monthly adjustment in tari ff for fuel and 
power purchase cost variation.  
 
Resetting of transmission and distribution losses was also 
demanded as the company had failed to decrease the T&D 
losses which it was agreed to bring down from 30 percent, but it 
had jumped up to 34.2 percent. The modification in the existing 
fuel cost adjustment mechanism for the time lag for the 
recovery of fuel cost as well as variation in the fuel mix were 
also sought by the company. 
 
The other demands made by the company were 
the deferral/suspension of existing claw-back 
mechanism for the seven year term, removal of 
efficiency factor in the O&M cost components and 
provision of new investment and capital 
expenditure.  
 
Under the amended agreement, Nepra was considering the 
company's request and had invited interventions from the public 
regarding the fresh demands of KESC. According to sources, if 
the request of the company is accepted by Nepra, the 
customers are likely to face around three rupees pe r unit 
tariff increase , which would be another burden to the poverty-
stricken people of the metropolis. 

Copyright Business Recorder, 2009 
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Power sector blues  
Dawn Editorial  

Sunday, 12 Jul, 2009 | 08:22 AM PST |  

 
Has the govt learned from the disastrous experience of the KESC’s 

privatisation? — APP/File Photo  

 

So decrepit and inefficient is the country’s power sector 

that fixing all that ails the generation, transmission and 

distribution of electricity in Pakistan will take many years. 

But even if the problems are immense and long-term in 

nature, it does not mean the present federal government 

should be exonerated for its failures thus far.  

  

Start with the power generation side of the problem. The peak 

difference between supply and demand is approximately 4,000 

MW, a gap the governments hopes to close as quickly as possible 

by bringing new rental and privately owned power plants on line. 

Past promises of an ‘end’ to power cuts by December 2009 were 

always treated with scepticism, but even if it will take another few 

years to achieve that goal, there is a fundamental question that 

has not yet been answered: desirable as it is to end as quickly as 

possible the power cuts roiling the country, at what cost to the 

consumers is the government acting?  

  

The numbers suggest that the price of electricity that is to 

be added to the national grid could be on the high, the very 

high, side, meaning that consumers could have to pay 



exorbitant rates for the privilege of using electricity in the 

future. For now the government has wrangled a concession 

from the IMF to postpone the elimination of the electricity 

subsidy until December 2009, but what will happen after 

that? Consumers may find that from a position of having too 

little electricity they will find themselves in a situation 

where electricity is available but too expensive to use.  

  

At the distribution end, the government is planning 

on going down the KESC route once again: 

privatisation of the EIGHT OTHER distribution 

companies in Pakistan proper. The Faisalabad 

Electricity Supply Company is at the top of the 

privatisation list and could be sold off within the 

present financial year. But has the government 

learned from the disastrous experience of the 

KESC’s privatisation?  

  

The government believes it has, arguing that the new 

process will be transparent, sensible and will ensure that 

the buyers have clear, enforceable responsibilities and 

investment strategies. But failing a public inquiry 

into the KESC fiasco and thorough public 

debate on the new privatisation policy, 

electricity consumers will not know, at 

least until it’s too late, if lessons have in 

fact been learned. 

 

Good governance is about rolling one’s sleeves up and getting 

down to the nuts and bolts of policymaking and implementation. 

Unglamorous as it may be, success lies in the mastering of the 

details of problems. The government has yet to demonstrate it is 

up to the task. 
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KESC to owe Rs14b to SSGC by 20th 
By: Sadia Saeed | Published: July 16, 2009  

KARACHI - The Karachi Electric Supply Company (Kesc) has owed 
Rs10 733 billion to Sui Southern Gas Company (SSGC), in 
outstanding arrears, till July 15, while Rs3.4 billion will be added to 
the outstanding amount by July 20, swelling the dues to Rs 14 
billion , The Nation leant on Wednesday.  
“The payments made against this huge amount of dues in two 
instalments, in July, amounted to Rs1.7 billion — Rs1.4 billion on 
July 2 and Rs300 million on July 9,” a source disclosed. He said that 
the rate on which the gas has been supplied to the Kesc is Rs333.98 
per mmbtu from July 1, 2009. “The rate has been reduced by Rs15. 
58, as it was Rs349.56 per mmbtu in January 2009,” he revealed. 
The source further said that the quota fixed for the supply of gas to the 
Kesc is 236 mmcfd, from which 176 mmcfd is provided to Bin Qasim 
Power Plant and 60 mmcfd to the rest of the power plants. But on July 
14, the Bin Qasim Plant was provided 180 mmcfd and 100 mmcfd to 
other power plants.  
The SSGC, as a utility understand the situation of Kesc and are fully 
cooperating with the power utility to revive from the bad phase. The 
company will not comment on any claim of low supply of gas to the 
power plants. 
Meanwhile, on Wednesday, the Kesc energised its newly developed 
132 KV Memon Goth Grid Station which will provide relief to the 
consumers of Malir Cantt, Malir, Memon Goth and Khokhrapar. 
This was announced by Jan Abbas Zaidi, Chief Operating Officer 
Distribution, adding that the Memon Goth Grid, completed at a cost of 
Rs 393 million, is the fifth grid energised by the company since 
September last year.  

This news was published in print paper. To access the complete paper 
of this day. click here 
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KESC irregularities report tomorrow: PEPCO 
 
 
 
Updated at: 2100 PST, Wednesday, July 01, 2009   

ISLAMABAD: Managing Director Pakistan Electric Power Company (PEPCO) Tahir Bisharat Cheema has said that 
report on irregularities of Karachi Electric Supply Company (KESC) will be presented to the Ministry of Water and 
Power by tomorrow. 
 
Speaking in Geo News program ‘Capital Talk’, he said KESC receives 600 to 700 MW electricity. 
 
MD PEPCO said the company has sent to former president Pervez Musharraf electricity bill amounting to 
Rs500,000 which still remains unpaid. 
 
He said the present power crisis is being faced by the country as no new power plants were established over 
many past years. 
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Wednesday, July 15, 2009 

Most govt depts have paid outstanding bills: KESC  

KARACHI: The Karachi Electric Supply Company (KESC) has stated that 

the government has been cooperating by paying bills of the public sector 
organisations and government departments. KESC Director Distribution 

Zahir H Rizvi said this during a news briefing on Tuesday adding that most 

of the government consumers have paid their outstanding bills while 

negotiations were being made with the remaining few. The government 
has been supporting this process and resolving the issues at all levels. He 

said that on Tuesday, low gas pressure had restricted power generation 
and at 2:00 pm, KESC had been supplying 2,143 MW while the demand 

stood at 2,285 MW. The gas pressure was expected to improve by night, 

he said, while adding that all KESC generation units and IPPs had been 

functioning normally. There had been 32 cable faults during the last 24 

hours, out of which 22 occurred in the main cables while 10 occurred in 
the link cables. Some cases are pending but most cases have been dealt 

with, said Rizvi. The faults included a main cable fault at PECHS, one at 
Jacob Lines, a link cable fault in Block P and another in Block S of North 

Nazimabad; all these faults will be taken care of by the night, he added. 
ppi 
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The KESC saga - the obituary 
By: Hamid Maker | Published: July 19, 2009  

Even after numerous TV programs, seminars, press reports, 
articles and Suo Motto action by the CJP against the KESC tariff 
increase it has not been possible to shame the shameless KESC 
and it seems the end of load shedding and tariff increase is a 
distant dream. 

As such, after months of preparation, the Law Foundation, SHC Bar 
Association, Helpline Trust, Shehri-CBE and 13 other citizens 
have filed a Constitutional Petition in the SHC against NEPRA 
and KESC and others.  

The petition was heard by Hon’ble J. Mushir Alam and J. Sajjad Ali 
Shah and was represented by Adv. Javed Siddiqui and Adv. Abid 
Shirazi. Our plea has challenged the tariff hike, the qualifications of 
Nepra Chairman, and NEPRA for not penalizing KESC and for 
not adhering to the Guaranteed Standards of NEPRA 
Performance Standards (Distribution) Rules, 2005 

According to the Guaranteed Standards of Performance, KESC is 
restricted to: (i) no more than 60 unplanned power supply 
interruptions, no more than 88 hours of unplanned power supply 
interruptions, no more than 16 planned power supply interruptions and 
no more than 80 hours of unplanned power supply interruptions in a 
year.  

It is obvious that KESC has been making a mockery of these 
guaranteed standards with their inefficient performance and 
mismanagement. And NEPRA, instead of penalizing them as per 
its rules, has relegated its authority to only that of a post-office. It 
accepts KESC tariff petitions and meekly forwards them to the 
Federal Government, without enforcing its authority in other 
spheres.  

Even the appointment of the present Chairman, NEPRA, is in 
clear violation of the rules and selection standards set by the 
Regulatory Body itself. Due to the biased and lenient attitude 
adopted by Nepra towards KESC, the citizens of Karachi are being 
subjected to the inhuman suffering because of unannounced and 
unabated power shut downs and periodical tariff increases. 

And NEPRA, instead of exercising its duty of guarding 
the interests of the consumers, which is its primary duty, 
is abetting and supporting KESC in its illegal and 
unlawful activities.  

Though the court has sent notice to the concerned authority and has 
set a date for the coming month, the petition will not solve Karachi’s 
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problems, as we all know how the courts in Pakistan work. Therefore, 
public pressure will have to continue.  
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The KESC was established on 13th September 1913 under the 
Indian Companies Act 1882. The government of Pakistan acquired 
the majority shareholding in 1952, thereby taken-over the control of 
the company. The Ministry of Water and Power looks the affairs of 
the company at federal level. 
 
The company deals in generation, transmission and distribution of 
electric energy to industrial, commercial, agricultural and residential 
consumers. The company was privatized in November 2005 that 
transferred 73% of the shares of the Government of Pakistan to 
new investors and passed the management control to the new 
owner viz KES Power & others. 
 
KES Power Limited is a company incorporated in the Cayman 
Islands and now holds 71.5% stakes in KESC. The privatization 
has brought down the government's share to 25.65%. New 
investors include KES Power Limited, Hassan Associates (Private) 
Limited and Premier Mercantile Services (Private) Limited. The 
new management appointed Siemens Pakistan Engineering as the 
Operations and Management (O&M) Contractor for the 
operation and management of the company. 
 
ANALYSIS OF FINANCIAL PERFORMANCE: As evident from 
the graph, the last few years have not been profitable for KESC. The 
company has been suffering from gross and net losses for the last 
decade and this trend has continued even in the post privatization 
period. 
 
The six months of 2007 were marred by the same trend. The company 



faced a shortage of gas supply from Wapda this period due to which 
KESC resorted to the use of furnace oil. Though the units of furnace 
oil purchase were less in this period as compared to the same period 
last year, the hike in the furnace oil price inflated the oil bill of the 
company. 
 
The monetary output of units witnessed a slight increase due to a 
higher tariff rate however, this being offset by the fuel bill. Hence, the 
company recorded gross and net losses this year as well. Transmission 
and distribution expenses saw an increase that might be attributed as 
maintenance expenditures for the already decaying network. 
 
KESC's distribution system is very poor while there was no progress 
in generation and recurring faults have become rather a nuisance for 
not only the people but also the KESC staff. Moreover, minimal 
investment if any has been made in the distribution system since 
privatization. 
 
It is an important fact to mention here that the fuel cost, power 
purchases, financial costs, and operation and maintenance 
expenses account for about 85-90% of the total expenses of the 
company. The liquidity profile of the company does not portray a 
favourable picture. The company is facing the danger of running 
out of liquidity . 
 
While the short-term borrowings have recorded a slight decrease, 
trade and other payables of the company have increased by 
almost forty five percent in six months ending December 2007. 
The company's bad debts continue to soar higher due to which 
indicate either a poor credit policy or a poor collection effort. 
 
For this reason, the company's cash balances have almost steadily 
declined. In addition, the provisions required for the bad debts and 
provisions against slow moving and obsolete stock have increased. It 
is needed the company must improve its transmission and distribution 
network, minimize losses and theft. In addition, the projects that have 
been undertaken with respect to the construction of plants need to be 
expedited. 
 
The current liabilities on the other hand maintained an upward 
trend, the main portion constituted by trade payables of which the 
payables accruing to the fuel and power suppliers made up the 
majority. Due to late receivables collection, the company also 
incurred many surcharges for delaying payment to the creditors. 
 
The company has its short-term investments in only term deposit 
receipts on floating interest rate. It would be preferable if the company 
invests in other short-term assets such as government securities or 
assets that have a low fixed rate to avoid any uncertainty due to 
fluctuating interest rates eyeing the current situation of the company. 
 



The current assets of the company may not be the best assets mix for it 
as the assets may be employed more effectively by investing in more 
profitable ventures and exploring short-term investment opportunities. 
 
KESC has a relatively better record when it comes to management of 
inventory. The inventory turnover of the company has been 
maintained at almost a consistent level implying that the inventory is 
being turned into sales rather efficiently. 
 
The operating cycle of the company has increased in the six months 
under review. The transmission and distribution system is undergoing 
maintenance due to which the losses in these areas have slightly 
reduced. This has further added to the efficient management of the 
KESC's stocks. Plant and machinery has been added to the 220MW 
Combined Cycle Power Plant at Korangi. This is further likely to 
improve the assets management of the company. 
 
The total assets turnover has declined in these six months owing to 
increasing fixed assets, accounts receivables and loans and advances. 
The decline in the total asset turnover may be attributed to lower sales 
levels as the sales shown are only for six months and not for the entire 
year. Hence, such differences are expected to come in. 
 
The high debt ratios indicate the company's greater reliance on 
debt financing that has made KESC more financially leveraged. 
This may affect the long-term growth and solvency adversely. The 
short-term liabilities have continued to increase with the chunk of 
this financing being power purchase and fuel credit constituting 
almost a massive 90% of total short-term financing. 
 
Moreover, the late receivable collections have resulted in deferred 
payment of these liabilities adding surcharges and hence increasing 
amounts. The company has most of its short-term borrowings 
from commercial banks, that exposes it to much interest rate risk. 
The firm should consider widening its equity base. 
 
The financial costs in these six months are already about 80% of 
the level of 2006-2007 fiscal year. The financial costs and surcharges 
of the company are likely to increase in the near future. 
 
The equity of the company has continued to decline in the six months 
under review due to higher accumulated losses whereas the debt 
situation of the company is exposed to danger. The company requires 
diversified investments, especially short term. 
 
FUTURE OUTLOOK: The power demand in the country is on the 
rise and would go up in the future. Oil has already surpassed the level 
of $100 and is likely to further rise in the future. Moreover, concerns 
over the shortage of oil and gas supplies have already gripped the 
industrial economy. 
 



Increase in industrial activity, purchase of air conditioners by the 
domestic consumers and other electrical appliances increased the 
power demand, which also added to crisis facing KESC. More 
efficient management of the company is required to ward off further 
inflated fuel bills. The capacity of KESC needs to be utilized further 
to meet the ever-growing demand. 
 
New power generation units are being installed at Bin Qasim and 
Korangi Power Plants of 560 and 192 megawatts respectively and it is 
hoped that the KESC is able to overcome the crisis in the next five 
years. Recently, the foundation of Karachi Electric Supply 
Corporation's (KESC) 220mw power plant has been laid that it is 
expected would halt shut downs by increasing the power generation of 
the company. 
 
This power plant that is being set up at Korangi Thermal Power 
Station is part of an over $800 million three-year programme that 
envisages addition 780 MW generation by 2009. 
 
Access to long-term debt to match the long-term nature of its project 
assets is important for the success of KESC's investment programme. 
For this capital expansion plan the utility will raise funds from Asian 
Development Bank, International Finance Corporation and local 
banks. 192mw of the 220mw would come online by March 2008 
while remaining 28mw at end of next year. 
 
However, the main infrastructure bottlenecks are in the transmission 
and distribution system, which is being improved. The power shut 
downs are likely to adversely affect many industries, harm production 
and export targets. Line losses have increased. The company is 
undergoing losses and is likely to do so in the near future at least if 
serious action and management is not undertaken. 
 
KESC has not paid its dues to Wapda that amount to around Rs 
34 billion. This is either because the KESC is unable to collect its 
dues or it is deliberately delaying the payments to Wapda. With the 
coming online of various plants we may expect the power generation 
to increase but this has to be complemented by an efficient 
distribution network. 
 
The entire load of the power supply is on 52 grid stations as of now. 
Nine more grid stations are expected to be completed in a maximum 
of 13 months, while the power supply is also said to increase to 780 
MW. Since the improvements have just started, this goal may take a 
long time to achieve if the projects are not expedited. 
 
A couple of units have been shut down for good. These require 
replacement with a sound planning. The Government of Pakistan 
has announced Rs 98 billion subsidy for KESC and Wapda in the 
Budget FY08. This may help the company to alleviate its losses. 
Though the government has made such investments in KESC 
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previously also, not much of an improvement has been seen.  
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KARACHI: Stock market crash: large-scale cover-up 
alleged 

 

By Our Reporter 

 
KARACHI, Nov 26: Renowned economist Dr Shahid Hasan Siddiqui 
claimed that the �Stock Market Scandal� was the result of organised 
corruption with the covert and active support of government 
institutions and alleged that the menace had reached such an alarming 
level that the term �accountability� had lost its meaning. 
 
Speaking at a seminar held here at the Pakistan People�s Party (PPP) 
Central Secretariat, Dr Siddiqui said that the National Accountability 
Bureau (NAB) itself deserved to be subjected to accountability. 
 
He claimed that things had been made much more difficult since the 
interior minister during the military rule had always been those 
politicians against whom cases in NAB were pending. The seminar 
was presided over by MNA Nawab Yousuf Talpur. 
 
Dr Siddiqui said that within one week starting from March 16, 2005, 
medium and small investors in the stock exchange lost more than 
Rs750 billion. This was done in an organised manner after months of 
preparation and a systematic campaign of luring the masses into a trap 
of investing their savings, remittances received from abroad and the 
golden handshake payments received after retrenchments, their 
borrowings and whatever they had into stocks in the hope of making 
windfall profits, the economist added. 
 
He said that the crash was followed by a large-scale cover-up as no 
investigation was undertaken and no responsibilities were fixed. After 
the large-scale public protests and the hue and cry raised by the media 
a task force was constituted, which submitted a report in June 2005, 
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calling it a large conspiracy, he added saying that the report was kept 
under cover for 13 months and only in July 2006 an American 
company was hired at an exorbitant rate for further probe into the 
matter. 
 
According to Dr Siddiqui, the foreign firm in order to save the culprits 
said that the evidence was incomplete and inconclusive and also raised 
doubts against the leading brokers for having manipulated the scam so 
as to save itself. Thus, the investigation conducted by this American 
firm proved to be a mere cover-up exercise, he added. 
 
In its report the American firm cleverly declared that important record 
was not saved and the data presented was confusing, Dr Siddiqui 
added saying that the foreign concern very generously offered its 
services under a �fresh contract� to examine any fresh data that 
might be made available to it. 
 
His contention was that a basic flaw in appointing the company to 
probe was that the period under investigation started from the date of 
the stock market crash, although the conspiracy had started a year 
earlier in 2004 when the market was being made to go up by artificial 
means and non-stop propaganda of economic strength to lure the 
general public to part with their hard earned savings, he alleged. 
 
He also expressed serious reservations about the gap of 13 months 
between the report of the task force and the appointment of the 
investigating company. Was the data being changed and being made 
�confusing� during this period? He pointed out that skimming off 
the investments of small investors had become a regular feature and 
there had been at least four manipulated stock market crashes during 
the last five years. He feared that there would be many more such 
scams, if strong political pressures were not brought in by the forces 
of democracy to stop the loot. 
 
Dr Siddiqi accused the Ministry of Finance, State Bank of Pakistan, 
brokers, big commercial banks, some investment banks, DFIs, some 
senior bank executives in their personal capacity, Privatisation 
Commission, some politicians, industrialists, feudals and ERRA 
chairman to have worked hand in glove in engineering the March 
2005 crash. 
 
He pointed out that the abnormal rise in the stock market without any 
economic logic or sound basis was indicating that things were being 
manipulated to bring about a crash 
 
Giving the details of the organised conspiracy to lure the people in the 
trap, the economist pointed out that the economic survey of June 2004 
called the rise in stock prices an indicator of the great economic 
progress that the country had made. 
 
This opinion was given wide circulation in the press. In October of the 



same year full page advertisements were published by the KSE 
claiming that the stock market was showing a steady rise during the 
five years of the military era. This was a lie, since in the first two 
years the market indices had shown a drop of more than 20 per cent 
and only after 9/11, these started to rise, he said. 
 
He added that the State Bank of Pakistan reduced the borrowing rates 
to 5 per cent which was 4 per cent lower than even the rate of 
inflation. Loans of Rs1,100 billion were given by banks, which 
instead of going to the trade and industry were diverted to the 
speculative and full of risks stock market. The Privatisation 
Commission embarked on a series of dirt cheap privatisation of 
national assets, whose shares started showing phenomenal gains. 
 
Financial institutions and brokers started large scale buying and the 
market�s manipulated gains in two and half months preceding the 
crash jumped to Rs1. 091 billion, he added saying that at this stage the 
big players started selling and small investors were simply wiped out. 
 
Dr Siddiqi said that the Ministry of Finance and the Government of 
Pakistan was helpless in front of the power of the stock brokers. The 
Ministry of Finance publicly says that it can not document the 
transactions since the stock brokers are resisting the move. 
 
He emphasized that all transactions in the stock market should be 
documented with NTN numbers, banking control should be 
strengthened, loans should be strictly monitored so that they were 
channelled to industry and trade rather than finding their way in 
speculative transactions and culprits should be made accountable so as 
to ensure that the Stock Exchange played its due role in building the 
national economy. He lamented that instead the persons responsible 
for skimming of billions belonging to the masses were being given 
civil awards. 

 


