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Running KESC is one of

the most thankless “jobs” in Pakistan,
especially if you consider it a job as opposed
to a public service “mission”. A privatised
entity, providing an essential service,
balancing the interests of at least a dozen
stakeholders with competing needs and
wants, there’s got to be an easier way to earn
a living, [ often wondered! Under intense
24/7 public scrutiny, and an expectation to
create an “island of excellence” in a “sea of
chaos”, I was up against a serious challenge of
mammoth proportions when I took over as
CEO in November 2009; at age 38, the
youngest CEQO in the almost 100-year history
of the organisation. As a representative of
The Abraaj Group (where I'm a Partner), but
also as one of those flagwaving patriotic
expat Pakistanis (although not a dual

&

Foreword

national!), I saw this as a once-in-a-lifetime
opportunity to actually make a positive
difference in the lives of millions of our
people. After all, a utility company serving
almost 20 million folks across two provinces
(from Gharo in Interior Sind, covering the
whole of Karachi Metropolitan, and
stretching  to  Uthal/Vela/Vinder in
Balochistan), and in severe operational,
financial, and reputational distress; it was
almost a “dream” mission for anyone
interested in organisational turnarounds and
making an impact.

Needless to add, the risk of failure was also
extremely high; so was the danger to life. Not
so long ago, a “reformist” CEO of KESC,
Mr. Shahid Hamid, was shot dead outside
the same “MD House” that I moved into in

Nov 2009 (PS: after two firings at the same
residence, at the height of the labour crisis in
2011, I finally vacated that house). I
repeatedly stressed, internally as well as
externally, that change is relative to past
performance and to peers; to “judge” us in
absolute terms against either our full
potential or the sky-high public expectation
meant that we’d always fall short - an
extremely emotionally draining experience
for mere mortals like us.

What we inherited in early 2009, what we've
“achieved” thus far, the key challenges that
remain unaddressed, and the way forward,
are all briefly covered in a Power-Point
presentation appendix in this book - for
those interested in some specific facts &
figures. However, the purpose of this “book”

is not quite that, but essentially to record my
notes and onground reallife experiences
during my 3+ year CEO tenure. For instance,
my honest thoughts on the Pakistani society and
“system”, with all its strengths and weaknesses,
are captured in an article that I wrote recently
(but didn’t publish) titled “Why is Pakistan so
ungovernable!” and included in this book. It
would offend many people, but it’s straight from
the heart - for instance, the all pervading
cynicism and negativity in our people, and our
unique ability to conveniently gloss over blatant
wrongdoings to achieve our narrow personal
interests (whilst pretending to be squeaky clean
with a holier than thou attitude), are some of
the societal attributes that I detested the most.

Every person in Pakistan has a “view” on how to
resolve the energy sector crisis that's been
plaguing our nation and the economy for the
past several years. Although no rocket science is
involved, there are simply too many vested
interests, and the proverbial “lack of political
will”, that has ensured status quo and
prolonging of our collective miseries. For those
interested in my views on the energy sector
crisis, there’s an article in this book titled
“Energy Crisis and the Way Forward” that [
wrote recently in which I've attempted to
explain, in layman’s language, some of the key
underlying issues and potential solutions. We
used that as a basis to prepare our own official
“position paper” on the subject which we shared
with all the policy makers, none of whom have
bothered to discuss it with us so far - I guess

there are simply too many “energy experts” in
our country offering better practical advice! It’s
ironic that we continue to get more
understanding  and  recognition  from
“outsiders” than from our own people in the
corridors of power.

Amongst all of the internal and external
challenges faced by KESC, the one on top of
my list was how to change the mindset of our
thousands of employees (18000 then; 11000
now) to share our vision of becoming a more
customer-centric service provider. To put it
mildly, that’s easier said than done. If the
DNA of an organisation is designed to take
customers for granted, it’s a quantum leap to
change such “public sector” mindset. A lot has
been said and written about our attempt to
rightsize the company in 2011 (out sourcing of
all non-core functions; and having the “right
number of right people at the right place”) -
arguably  the  most  difficult  HR
transformations in the corporate history of
Pakistan and a case study in its own right - but
it was also about establishing the writ of
management and not having multiple power
centers within the same organisation, a perfect
recipe for disaster. We were bound to face stiff
resistance from the “forces of status quo”, and
whosoever naively thought that “reforms” is a
walk in the garden realised how easy it is to
talk about it on TV talk shows and how much
more difficult it is to implement it practically.
In the end, dogged determination and a

“never say die” attitude, and defying
conventional wisdom, are what it takes to do
the needful. I've tried to summarise my
experience and thoughts on transformative
leadership in an article included in this book
titled “Reformist Leadership”, fully aware that
every situation and associated solution is
unique, and one size doesn’t fit all.

I hope whoever decides to go through this
book (member of public, media person,
politician/policy = maker,  student  of
management, etc) would find something
useful and agreeable, although I won’t bet my
life on it! Since I was never in a popularity
contest, I decided to play my innings to the
best of my abilities and according to my
beliefs, and let KESC historians judge me (and
my tenure) in the end. There’s so much more
to be done, and the mission (to provide
uninterrupted  reliable electricity to all
customers, at an affordable price, with
best-in-class customer service standards) is still
quite far, but I hope I helped move the
company forward in the right direction toward
achieving that objective. Starting with
nothing, 55% of our network today is fully
exempt from scheduled load shedding, my
humble contribution to Karachi and
Pakistan...

Tabish Gauhar
CEO KESC
November 2009 to February 2013




Karachi, arguably the
6th largest metropolis of
the world, a city of
almost 20 million
people, the financial &
commercial hub of
Pakistan, still known as
the “City of Lights”,
despite all odds, retains
its resilience and a
“never say die” attitude.
[f Karachi is the
economic engine of
Pakistan, KESC is the
economic jugular vein
of Karachi as the
exclusive monopoly

provider of electricity.
Karachi and KESC are

synonymous; mutually

dependent on each
other.
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Interaction with External Stakeholders
Open House - “Khuli Kutcheries”

I here is no way for a

KESC CEO to reach out to each and every
single one of the 2.5 million customers that
have an issue with the company. I strongly
believe, as an article of faith, that unless you
fix the “system”, the institution will remain
weak and continue to revolve around
individuals and personalities (as they come
and go). So why did I decide (against all
“security” advice to the contrary) to conduct
17-odd Open Houses (“Khuli Kutcheries”) in
various towns and localities of the city! In
sweltering heat, and in places where no other
CEO had gone before in the recent past (Lyari
and Orangi, for instance), | wanted to make a

direct point to our own colleagues that if |
could do it, so could and should they. There’s
no way we could even begin to start
transforming KESC  into a  more
“customer-centric” organisation until and
unless we begin to interact with our
customers, several of whom have extremely
genuine grievances against the company. I also
wanted to hear from the customers directly as
to what their needs and wants really were -
which is why in the end I could safely proclaim
publicly that there are essentially three things
that an average customer really wants i.e. (1)
end to unscheduled load shedding; (2) a more
affordable price of electricity; and (3) better

customer service to resolve complaints, etc. Of
course, that should never have come as a
surprise anyway! However, in my opening
30-minute extempore speech at each of these
Kutcheries, I stressed and belaboured to the
audience that unless everyone cooperates with
us (in terms of using electricity honestly and
paying  their  bills on  time), it
would be unrealistic and unfair to expect
KESC to provide bestin-class product and
service quality - simply put, it’s a two-way
relationship.

Majority of the people in the audience didn’t
want to hear that, much to my regret but no

surprise, because they believe that it’s the
State’s responsibility to provide
heavily-subsidised (if not free) electricity to the
“awam”. We had a few close encounters at
these Kutcheries - at the Lyari event, for
instance, the situation got extremely tense, we
had heavily armed men arrive outside the
venue, and at one stage | was pretty sure that
we were about to get caught up in the
inter-gang rivalry that Lyari is unfortunately so
notorious for. However, 1 was happy to go
there, interact with the hundreds of Lyari men
(and mostly women) who showed up at the
event, listen to their grievances, make on the
spot decisions (mostly related to discount on
unpaid arrears), and telling the crowd that I'd
only be happy when the electricity situation in
Lyari is the same as in Defence and Clifton
(the so-called “posh” areas of Karachi), but to
achieve that I need their reciprocal support. I
can’t forget one particular episode at the
North Karachi Kutchery where one particular
elderly gentleman approached me aggressively,
threw his bill on my face, and then went on
and on about prolonged load shedding in his
locality - whilst he was shouting at me, I
glanced at his electricity bill and, lo and
behold, he hadn’t paid anything to KESC for
the past 2+ vyears! So this customer felt
extremely angry at KESC on account of load
shedding but was unable and unwilling to
relate it to his own actions or inactions.
Whilst, unfortunately, that’s still true for a lot

of people - by and large, the vast majority of
Karachiites now understand the linkage
between better electricity supply and lower
line losses in different parts of the city.

Our ‘They Steal, We Pay” ad campaign, whilst
controversial, was also extremely effective in
driving home that point - the fact that today
55% of our network has zero load shedding is
a testament to the successful KESC-Customer
collaboration in those zones. It’s my dream
that soon enough 100% of our network would
have uninterrupted supply of electricity. The
Khuli Kutcheries helped me understand the
customers’ psyche (especially those belonging
to the poor and middle income segment of the
population) - although it really wasn’t about
those 6000+ people who visited our various
events (an insignificant percentage of our total
customer base) but about my attempt to drive
home the message internally that it’s about
time we start taking our customers seriously
and with respect - but only those who use
electricity honestly and pay their bills on time.
Therefore, the distinction between a “good”
customer and a “bad” customer was central to
my management philosophy throughout the
3+ years of my CEO tenure. We never invited
the media to these Kutcheries - 1 wasn’t a
politician trying a cheap popularity stunt, after
all - also because the inherent “negativity” of
our mass media reporters would have spoiled
the atmosphere and, more importantly,

dampened our enthusiasm to continue with
this initiative. Needless to mention, we
received zero recognition or encouragement
from anyone for doing these events, but it
didn’t matter to me - we did it because it was
the right thing to do. I wanted to do a lot more
of such events, and to institutionalise the
initiative, but unfortunately the adverse
security situation in Karachi, and various
other fire fighting that I got involved in
subsequently, meant that I couldn’t - this is
one of my lasting regrets.
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Inauguration & Signing Ceremonies




Governor Sindh

Dr. Ishrat-ul-Ebad at the
inauguration ceremony of
the North Nazimabad
“Integrated Business
Centre” (IBC). The IBCs
are a physical
manifestation of our goal
to provide “one-window”
solution to a geographical
cluster of approx.
80,000-100,000 customers
each, with revamped real
estate (i.e. improved
workspace environment),
and an incentive
programme to motivate
and recognise employees’
performance. Today, the

KESC network is divided
into 28 IBCs/ VIBCs

across the city.

17 December 2009
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Governor Sindh

Dr. Ishrat-ul-Ebad at the
inauguration ceremony of
the 132 KV 80 MVA grid
station in Azizabad. A
total of eight new grid
stations have been added _ _
to our transmission q;; __ r
network since Abraaj 0

ra*

takeover - at Korangi
South, Gulshan-e-Maymar, \ ’ _
PRL, Airport II, Memon i h
Goth, Azizabad, Jail Road,

Gulistan-e-Johar, with one N &

Ty
&

more at Mehmoodabad
under construction.
Another $80 million
“Transmission Package”
was launched in 2012 to
add more transmission
capacity to our network. ; 7

|

=1

|
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Governor Sindh

Dr. Ishrat-ul-Ebad at the
inauguration ceremony of
the 25 MW “Aggreko”
rental power plant to plug
the shortterm
demand/supply gap for
two years. This project was
commissioned in a
world-record time of less
than six months, and

provided affordable,

gas-based power to our

system in 2010 and 2011.

January 2010




13 January 201

-

Chief Minister Sindh,
Mr. Qaim Ali Shah, at the

inauguration ceremony of : &y y
- - IBC Defence

the Defence Housing
Authority “Integrated
Business Centre” (IBC).




Chief Minister Sindh,
Mr. Qaim Ali Shah,

at the inauguration
ceremony of the 25 MW
“Aggreko” rental power
plant.

aggreko -

Power Project

SAFETY RECORD
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QQaim Ali Shah, at the
inauguration ceremony of % _
the 40MVA (132Kv) grid . &= \
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Mayor Karachi,

Mr. Mustafa Kamal, at the
inauguration ceremony of
the 40 MVA (132 KV) grid
station in
Gulshan-e-Maymar.

26 January 2010

INAUGURM‘ION

GRID STATION
OF KESC AT t,ul_sm.u E-MaYman

& YED MUSTAF& KAMAL
SHONOURABLE CITY NAZIM KARACH!
ON 26TH JANUARY 2018




Prime Minister Mr. Yousaf
Raza Gilani, Governor
Sindh Dr. Ishratul-Ebad,
Chief Minister Sindh Mr.
Qaim Ali Shah, and
Federal Minister of Water
and Power (and future
prime minister)

Mr. Raja Pervez Ashratf, at
the inauguration of the
220 MW combined-cycle
gas-fired power plant at
Korangi. This project was
facing considerable delays
(of over 1 year) and
contractual/ technical
issues (poor commercial
terms, key elements of the
project scope missing such
as grid station, no
commissioning, testing
plan, no dedicated gas
pipeline, etc) - it was a
classic example of
successful greenfield
project turnaround.

Korangi Combine Cycle Power Plant 220 MW

26 February 2010




Inaugurat1on of Korangi Combine Cycle Power Plant 220 MW
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16 March 2010 — _ 31 March 2010

Press Briefing

KESC is always under
intense 24/7 media
spotlight, both print and
electronic, and not just
within Karachi.
Reaching out to the
| " : ‘ masses (our customers)

To support the health i ~ 2 > R — . . ‘ . 4 \ through regular press

sector, KESC exempted | W e ] , ; " conferences, to give “our

the Civil Hospital and also S # s ¥ 5 3 ‘ M N 5 side of the story” was a

supported its up-gradation | /] V- ._ : critical job requirement.

overhaul. Lo ol : SN %> -0 Y& 4 A However, [ always came

- 4 back with “mixed feelings”

after my interaction with
“beat reporters” at these
PRs. There’s a para in my
article “Why is Pakistan so
ungovernable” in which I
have attempted to analyse
the mindset of the press
reporters.
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PSO and KESC signed a
landmark 10-year Fuel
Supply Agreement (FSA)
to guarantee furnace oil
supply against payment
security. Speaking on the
occasion CEO KESC
Tabish Gauhar said,
“Today we have entered
into a landmark agreement
which will ensure smooth
supply of furnace oil to
KESC that would help us
plan our operations
better.”

23 April 2010

Fuel Supply

Agreement

Signing Ceremony

‘,.(JE,SC'

. \x \-1‘ t"\

October 2010

Agreement to provide
reliable and uninterrupted
electricity to the upcoming
Karachi Circular Railway
project, a JICA initiative.

48
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Signing ceremony to build
a grid station for The Aga
Khan University/ Hospital
under a landmark 50/50

joint venture arrangement.

November 2010 B IRN it : 2 December 2010
5(, ARACHI ELECTRIC il < 1BC S
OMPANY e ’ S
e ~
AHAN UNIVERSITY

“‘f* STATI (

Prominent Businessman
and ex-President of FPCCI
Mr. S.M. Muneer at the
inauguration ceremony of
the Korangi/ KIMZ
“Integrated Business

Centre” (IBC).
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KESC donated a bus to
facilitate the students of
Karachi University in
2010. The interior of the
bus comprised Public
Safety and Energy
Conservation tips to help
instill that awareness
within the youth.

24 December 2010

15 March 2012

KESC and BEEGL (a
Chinese/ Korean/
Indonesian investor
consortium) signed a $200
million JVA to convert
400 MW of Bin Qasim
oil-fired power generation
capacity to coal firing. This
landmark initiative will
reduce our cost of
generation (hence,
consumer tariff), reduce
circular debt in the energy
sector, and bring
additional FDI into the
country. We are the first
utility/ power company in
Pakistan to have launched
this strategic initiative, led

by Dr. Naveed Ahmed
(Chief Business
Development Officer).

52
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9 April 2012

Agreement signed with the
Association of Builders
and Developers (ABAD)
to streamline/ expedite
“new connections” for
upcoming residential and
commercial projects, and
incorporate energy
conservation and
efficiency guidelines in the
building codes as part of
our “Climate Change”
Policy.

Since Abraaj’s takeover,
approx 120,000 new
connections have been
provided equivalent to

almost 600 MW of

generation capacity.

54

Joint Venture between
KESC and Oracle
Coalfields to develop a
300-600 MW mine-mouth
power plant in Thar
(Block 6), to enhance our
energy security at an
affordable price.




K/EEC KARACHI ELIEXSESSPNY;

SUPPLY COMPANY

KHIDMAT Mrin ROSHAN

‘.

loU Signing ¥
f IVIutuaI Projs

Strategic Alliance between
KESC and Engro Corp to
collaborate on various
projects of mutual strategic
interest, including (i)
development of a
mine-mouth power plant
in Thar; (ii) import of
LNG into the country and
the associated
development of import
infrastructure; (iii)
development of the
world’s largest
waste-to-energy biogas
project in Landhi, and (iv)
providing uninterrupted
and quality utility power
to an Engro subsidiary in
Karachi (presently on
self-generation).

56




12 November 2012

KESC and AMAN
Foundation signed a
cooperation agreement
with [FC to launch the
world’s largest
waste-to-energy Biogas
project in Landhi, to
produce up to 22 MW of
clean electricity and
100,000 tonnes of organic
fertiliser from the approx
one million tonnes/ year
of cattle waste (dung)
dumped into the Arabian
Sea untreated so far. Other
partners in this landmark

project include GE and
High Marks (Canadian

technology provider).
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Press Ads
for Public

Awareness

Karachi Electric Supply

5(, KARACHI ELECTRIC
SUPPLY COMPANY

KHIDMAT MEIN ROSHAN

®

lZI'l.Il.A I M S T BMAKE

KRARACHITHE CITY OF LIGHTS
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THANK YOU FOR
HELPING US MANAGE
YOUR ISSUES.
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L THLT Ak
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A FEWHOURS OF “FREE" LIGHT HAVE
LED THEM TO DARKNESS.
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POWER, CHILDREN SUFFER

Tl L el e Y BT
P SRR, A DR SNFFTIA, Fam: d540nIES
il i | ol P T i

I6 ==

WHEN THEY STEAL | EVEN A SMALL BRIBE | WHEN THEY STEAL POWER,
LEA AR THEY STEAL LIGHT FROM

o o T

EVEN
ELECTRICIANS ARE
NOT INSULATED.

Theft and mon-payment cause koad
shedding and deprive the homest
amongst us. Techniciand or electricians
who collude n power thett are as
accountable as the people who pay
them for such illegal activities.
Nabody is beyond reproach or absave

- Ul | g

REPORT COLLUSION IM THEFT TO
Pr: 34540919, SMS5: 0312-3372118,
Fax: 34540015
Of EMaiL: SPEAKUPEKESC,. COM.PK

;‘Lﬁ: Lﬂ:\..d Lo

THANK YOU
FOR BRINGING
POWERTHIEVES
TO LIGHT.

We asked you to speak up against theft
al electratity. Ta dite vei Fave fediived
2,705 complalnts, out of which we have

investigated and dealt with 1,13, Your
cark e i efdpondd dhawi J
commitment to bringing an end to theft.

KEEP INFORMING US AT
Pr: 34540919, SMS5: 0312-537218,
Fax: 34540915 or
EMAIL: SPEAKUPEKESC.COM.PK

At e
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Tl ¥ STEAL

WE

PAY

g" YOU DON'T WANT YOUR
&% CILD TO THINKE LESS OF YOU.,

L 13 [.-{rrr.-cn'r THEFT WORTH HUSEIATHON 5 ELECTRIOITY THEFT
iH FRONT OF YOUR 801 EADUES ] WORTH LOSING FACE?

oL ¥ e

e el

W=

R R T el an Balmead
iR LSS CTE. A

VAIE 15 ELECTRICITY THEFT

ELECTRICTT
WORTH HUMILIATION?

THEY STEAL

WE MY DAD CAN'T BE A THIEF.

PAY

TO REPORT POWER THIFT OR COLLUSION, ,.{E-E'L ;'.'“1.- COMPAAT
BPEAN UP RN PH: 14540575 DR
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556 KARACHI ELECTRIC

SUPPLY COMPANY

Syndicated Letter of Credit Facility for Bin Qasim (56o0MW)
Power Station USD 100.00 Million

LEAD ADVISORS & ARRANGERS

Stnndard E

Chartered 3

LC FACILITY AGENT & LC ISSUING BANK

BaNer

PARTICIPATING BANKS TRANSACTION LEGAL COUNSEL
National Bank of Pakistan Haidermota & Co.
Habib Bank Ltd.

Standard Chartered Bank (Pakistan) Ltd.
Faysal Bank Ltd.
Dubai Islamic Bank (Pakistan) Ltd.

FEBRUARY 2010
This announcement appears as a matter of record only.

SlaloliTo_gR1
R4

(=

Gt WU e e

Il::I-l.IIi?I EFFEIIHTS ARE BEING H.EE'D'E MNIZED,

SUPPLY COMPANY

/( £ 56 KARACHI ELECTRIC

SECURITY STRUCTURING OF SHORT
TERM FINANCING
PKR 28,5055,666,667
&
US$ 14,828,000

Exclusive Financial Advisor

14 BL
& s

APRIL 2010

This announcement appears as a matter of record only
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£330 23t £.3:3005 o162 E3: 300ty Bt £330ty 2t
el ple Fide iz bt/ =228 LJL—-LL-L#:.‘.J:J'Q/._, 2022y 1 P Ul
S e L F A KESCL /U M8 L L el

0 41V (PPRUCN 4 * Y Uty 1191 (8 97 OO 1 e m

2%

ésﬂ. KARACHI ELECTRIC 2 e
SUPPLY COMPANY A .
K . RESPONSE
) CENTRE

PO T TPy e | www keic.compk

KNOW THE DIFFERENCE

KESC employees have visited your home, office, shop or place of business for electrical
maintenance or repair work from time to time. Have you ever thought to consider
whether these individuals are truly KESC employees and not some criminals looking for
an easy way to get through your door for their own negative purposes?

We have received reports that some unidentified perpetrators are posing as KESC
employees to commit criminal activity in various residential and commercial areas of
Karachi. This is why we advise you to always check the identification of any such individ-
uals or teams that come to your home or place of work. If you have any doubts about
them, contact us immediately by calling us at 99205167 or fax us on 99205113

SUPPLY COMPANY

&
.
. o
oe y4
w/ u" “-// USE YOUR POWER TO CONSERVE | www.kesc.com.pk

ONLY BY WORKING TOGETHER CAN WE UNMASK THESE CRIMINALS AMONGST US.
/(E}C KARACHI ELECTRIC

DUE DATE

EXTENSION

FORELECTRICITY BILL.

All KESC consumers whose due date for electricity
bills falls on MAY 08, 2010 are hereby informed that
the due date has been extended till May 10, 2010.
They can now pay their electricity dues by the revised
due date without late payment surcharge.

A1.5ToN Ac Uses MORE ENERGY THAN 24
FANs. IF YOU REDUCE YOUR AIR
CONDITIONING USAGE You CouLp HELP AN
ENTIRE ORPHANAGE SURVIVE THE HEAT.

AC THERMOSTAT SHOULD BE KEPT /<£5C SURPLY COMPANY

BETWEEN 24 TO 26 DEGREES.

G saps Nanidislss | wwwkesc.cor
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BEWARE.
BEAWARE.

KEEP YOUR VALUABLES
AWAY FROM POWER

CAREFREE FUN

ISBETTERTHAN ., . %
CARELESS REGRET. - w“

L':E

?

BEWARE.
BEAWARE.

PNV |

W & F F Fyryryrr

. . . . . T . T T . . T

4
o~ !
o 4
i
/&
DOWNED 7
POWERLINES
ARE NOT SAFETO

TOUCHNORBE f
¢ ll

NEARTO.

I rawm. = g e g el e beoafe@iee L el
S e s . I P R ) S,
e T S P 0 b e e L e e

ALWAYSBETURNED OFF -I‘-h & i
DURING A POWER FAILURE. I Rl
ST r'w
A5 muse
,""J",,J,'J

p ' HOME APPLIANCES SHOULD . i '$”I:‘I iy

p
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POWERING KARACHI,
EMPOWERING THE
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A NOTE OF
APPRECIATION

FOR KESC

For its untiring endeavours to keep
the wheels of industry going

Thank ycis for supperiing the induicry chrowgh your friendly
poday ol supplying enineerrupied power 1o the industry of
Farschi for oelr & pode ndey, o prudencs hai snabled ul b
keep che economic engine of che counory poing. and fuebed
employie nt creation, kading U5 Wes-tooname desdopment
arsd afabelity in the beairess and indusiral bab of Pakacan

The recent unprecedentsd lasdihad n the industrial Tonet of
arachi hay bighbghoed the need 1o enwre adequane suppdy of
nagursl gas 1 KESCE gessrating unies. Ve wupparnt KESC
offoroy 1o keep poretr carify dicaen sl wp pledpe o ke a
orusbed parcser i chis endervour.

Wiz share che viskom to make Karacki “The Ciy of Lighes™
sz, whare we Rawiih rdrsally, colectny sed plip our
o1 in malking our city the corch bearer of growch and
prosperiry in Pakran

Eowaign Asmiwiladiolf Traky & ladears
ST Ao off Iindinam
e o it Ao el o ] T |y
F B A Ao wonsinm of  Trmbe wod Brakordy

Lot Assrynsben of Treke & Iy
SLTE SepSpireay Al of Inckasiny

Pakmizn | smrers Asssisism
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Powering Karachi, empowering the nation.

Al Ehe #aciric polie of Ehe by, vl Jre orcasd B0 b part o the Libe of a3sh and ewery Kirsch e, AL we moee

baerards eerkuring 4 rellable Jrd corh Bl dupes :.'l:l'-'ll'l‘.rl. Iy 19 g Suiicrar, vl Ak IS your canbinued
EUpparE dd Copelsi wel bring Sur ded b & Karechi 13 real Ty

B e e |l W

KESC HONOURS
QUAID-E-AZAM

MUHAMMAD ALI JINMAH,
the founder of a great nation.

His words for a better and brighter future
remaln an insplration to us all,

SUPPLY COMPANY

J.{E-.S'c' EARMOHI ELECTRIC

KEHIDMAT MEIN ROSHAN
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Today we're celebrating the day our destinies came
together, Today we sclemnly pledge not to shy
away from the responsibility that we were
entrusted with. Today we're celebrating the
beginning of what was perhaps the most fruitful
struggle for freedom. Today, we're celebrating the

ideofogy of Pakistan.

As the source of Karachi's energy, KESC is
celebrating the dream that defined our nation, and
y we reaffirm our resolve to build on our

egacy. Our journey towards a brighter

K ﬁjc' KARACHI ELECTRIC

SUPPLY COMPANY
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The story of Pakistan, its struggle and its achievement, is the very

story of great human ideals, struggling to survive in the face of
great odds and difficulties.9 9y

Quaid-e-Azam - 23rd March, 1948
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CEO, KESC’s Message to the People of Karachi

Dear Fellow Karachiites,

I consider it my professional responsibility to
explain a few things to you with respect to the
current gas and electricity crisis in Karachi. Let
me begin with expressing my sincere apologies
to all our domestic, commercial and industrial
customers who are facing extended load
shedding for the past one week or so;
particularly those customers who not only use
electricity honestly but also pay their bills on
time. We are fully alive to the prevailing
undesired and unpleasant situation, and we are
as anxious over it as anyone experiencing this
ordeal. It is a fact that KESC's performance has
consistently improved during the past two years
and we have been able to manage the power
sector crisis better than our counterparts in
other parts of the country. We have worked
very diligently to earn your respect and
recognition through improved product and
service delivery. However, certain elements
have surfaced lately which we view as an
attempt, deliberate or otherwise, to spoil our
hard earned goodwill amongst our valued
customers. It is imperative that we collectively

2nd November 2010

understand the complexity of the issue at hand,
without which one cannot hope to achieve
sustainable progress. Only informed actions,
not political rhetoric or exaggerated statements,
will enable us to move forward. It is only
through joint ownership and an empathetic
spirit that we can collectively find the solutions
of our common problems. It would be unfair to
pass on the entire blame for the current crisis
on to KESC. It is imperative that we openly
share with our fellow citizens nothing but plain
facts. There should not be any secrets.

We strongly reject the often implied idea that
gas production in Pakistan, especially in the
province of Sindh, has been depleting. If we
look at the official statistics of the past few
years, it is evident that, contrary to the argued
reduction in gas produced, there has actually
been a marginal increase. The real issue is the
distribution and allocation of gas. It is no secret
that KESC has consistently faced a shortfall in
gas supply, despite the fact that we buy gas at
the highest price. The gas volume supplied to
KESC during the first ten months of 2010 was

around 25 per cent less than the volume

supplied in the same period of 2009. As a
consequence, we had no choice but to burn
more than 200,000 additional tonnes of
furnace oil as alternate fuel this year. The
inevitable result is higher electricity tariff, as
furnace oil is twoand-a-halftimes more
expensive than gas. Although gas supplied to
KESC is six times more expensive than gas
supplied to fertiliser plants, it still allows us to
generate power at relatively lower cost, leading
to lower consumer tariff. This is precisely why
we always insist that KESC must be supplied
gas according to its allocation, so that we not
only better manage the load shedding situation
but also ensure that electricity tariff hike could
be controlled. Regretfully, the gas supply to
KESC has been curtailed in clear violation of
the orders of the Federal Government and

directives of the Sindh High Court.

To make matters even worse, last week the gas
supply to KESC fell to a meagre 70 MMCFD
which is about 75 per cent less than the
approved quota and need. This situation
continues to date. Whether curtailment of
KESC's gas supply was inevitable and

unavoidable is a question that remains to be
answered. We maintain that considering the
impact of this reduction on life in Karachi,
KESC could have been supplied gas from
alternate sources. It is worth mentioning here
that currently KESC is already buying furnace
oil worth Rs. 13 crores every day (approx. 2,500
tonnes per day), which is 47 per cent higher
than normal usage. We don't intend to get into
the debate of who has first right over the gas
produced in the province of Sindh. This issue is
already being heard by the honourable Sindh
High Court. What we need to understand is
that we hardly have any alternate sources of
electricity available: Karachi does not generate
hydro electricity; and apart from the outdated
and unstable 80OMW nuclear power plant
(KANUPP), we don't have any other alternate
option to generate relatively cheaper electricity.
So if KESC has to resort to power generation
based on furnace oil, trust me, this would have
devastating economic consequences as the
government is also unable to provide subsidies
to the power sector consumers. For this very
reason, we always emphasise on the need to
control load shedding and maintain affordable
power tariffs. This is in the best interest of all
concerned.

While we continue our struggle for low-cost
fuel from existing sources, we have, on our own,
initiated dialogues with several international
organisations, and we are optimistic that KESC
will start importing about 200 MMCFD
equivalent of LNG within the next couple of
years, therefore reducing dependence on
furnace oil. We shall also be converting two
units of Bin Qasim Power Station to coal very
soon. Our strategy now is to become largely
selfsufficient in economical fuel sources, so as
to minimise dependence on government
policies and institutions. Both these projects

will require an investment of millions of
dollars, details of which will be shared with you
soon. These initiatives are indeed in the best
interest of Karachi and Pakistan. Our 560MW
plant at Bin Qasim, Pakistan's largest
under-construction power plant, is in its final
stages of completion and Insha Allah will start
generation from next year. This project is being
built at a cost of US$ 400 million; ironically the
gas supply to this project is also uncertain. It is
the responsibility of the government as well to
take practical measures and demonstrate its
seriousness towards the elimination of load
shedding in Karachi and put an end to sharp
rises in electricity tariff. It is in the larger
interest of the people of Karachi that we all
corrllbine our efforts to achieve this common
goal.

A long term agreement with SSGC for the
guaranteed supply of gas to KESC is our
foremost desire and business need. We have
signed agreements with WAPDA and PSO this
year that have stabilised the supply of power
and furnace oil. We are prepared to accept all
genuine terms of SSGC; however, if such an
agreement does not guarantee the reliable
supply of the agreed volumes of gas to KESC,
then it is of no use at all. It is because of the lack
of this supply guarantee that the agreement has
not been signed as yet.

Besides non-availability and shortage of gas
supply, another main reason for continuing
load shedding is circular debt, which has not
been resolved as yet. Various federal and
provincial government customers owe KESC
over Rs. 50 billion. This includes over Rs. 11
billion payable by the Karachi Water and
Sewerage Board. Certainly, KESC also owes
billions of rupees to other institutions, but
unless the government makes its payments to

KESC, we shall not be able to clear our dues
with other government institutions such as
SSGC. Our stance is based on a just principle
and we shall take this matter to the court if the
need arises. KESC alone is not responsible for
the resolution of the circular debt issue. We are
also an affected party of this national issue, yet
we are fully sensitive to our public service role
and we are effectively carrying out our duty.
That is why we have not yet disconnected power
supply of the non-paying public service
organisations because we do not want to
aggravate the water supply and law and order
situations in Karachi. But this spirit of ours
should not be considered a weakness.

The solution of the current power crisis is fairly
simple. As soon as the supply of gas to KESC
reaches 180 MMCFD during winter months,
the load shedding situation will be normalised.
Average annual supply of 276 MMCFD gas will
further improve the situation in the city. In the
meanwhile, we appeal to the people of Karachi
to exercise restraint and tolerance, as resorting
to violence and attacks on KESC's staff and
assets will not lead to any improvement but
rather make matters worse. We are, despite all
challenges, trying everything within our control
to resolve issues faced by us and a little help
from you will only make our task easier.

We hope we have conveyed to you all the
relevant facts that you are entitled to be aware
of. We look forward to and thank you for your
understanding.

Warm Regards,

Tabish Gauhar
CEO, KESC
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Addressing students at the
Institute of Business
Administration in a
mentoring session in

September 2011.

23 April 2010

Media Partner

Dawn News

Wehb &

The Future of the Country Belongs to You (Students)

It is time for society to

speak up, to support the bold steps taken by
us in challenging the status quo....our recent
initiative to have the “right number of right
people at the right place” and to radically
change the company’s mindset to have a
positive impact on society met with a lot of
resistance...change is never easy...we have
decided that we will focus on our core
activities only to improve our customer care
standards...we never promised to change the
company overnight; it is an evolving process
which cannot be completed without the full
support of all stakeholders...an effective
communication strategy plays a key role in
helping people understand the change
process, but all of this takes time...we have
decided that we will not tolerate corruption
and incompetence anymore...we are trying to
change the mindset of our staff; we have
been telling them that the customer is king
and we have to serve him by all means and
not to be taken for granted...we are not here
to make everyone “happy” otherwise we will

end up doing nothing; we have to look at the
bigger picture and our decisions should
benefit the majority of the population on
merit...true leaders are not afraid of losing
their jobs if doing the right thing, otherwise,
they will never be able to take bold
transformative steps...role of the State should
be to create the right and conducive
environment for private sector businesses to
create new jobs; a corporate entity will always
focus on its product and its customers and
will accordingly plan its human resource
base; the job market improves only when the
government supports foreign and local
investment and creates a business friendly
environment...whilst some segments of the
civil society appreciated our recent efforts
and believed that we were doing the right
thing for KESC and Karachi, the majority
remained silent; everyone should recognize
that improvement in our human resource
base is directly related to better customer
service and product quality...if you believe in
changing the society for the better, you need

to speak up and stand up; drawing room
talks and criticism will not achieve
anything..we have now differentiated
between our good and bad customers i.e.
those who pay their bills on time and
consume electricity honestly and those who
don’t; how can we treat both the same? Our
segmented load shedding policy is aligned
with this broad thinking and approach which
was heavily criticized in the beginning but we
stood our ground on principle...we recognize
the economic and social importance of
industrial activity which is why all major
industrial zones in the city are totally exempt
from load shedding...a large number of
business graduates from leading institutions
have joined KESC recently to be part of the
change journey; remember that money
should not be the only driving force; it’ll
come as a collateral if you strive for
excellence in the field that you're most
passionate about...”
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At the UAE Expo,

[ explained how KESC is
being reformed, its impact
on Pakistan’s economy
and the injection of one
billion dollars into the
system which by far is the
largest investment in
Pakistan’s energy sector in
recent years.
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Why is Pakistan so Ungovernable?

By Tabish Gauhar, March 2013

P ity the person

who has the most thankless job on the planet
- leading Pakistan! Even if he’s honest,
sincere, and competent, the herculean task of
clearing the mess we're in would require
patience that we don’t have in our national
blood. Would we give the time and space to a
Mahathir Mohammad, or a Lee Kuan Yew, to
stem the rot! Everything is “breaking news”
now, and those who ask questions, criticise,
or pronounce judgments, are regarded as the
real heroes. Nobody is really willing to see the
other side of the picture, or to fully
appreciate the complexity of the situation.
The armchair columnists, TV anchors, and
experts, who haven’t run a shop let alone an
institution, talk endlessly about reforms with
no clue as to what it takes to do just that and

the monetary and non-monetary price tags
associated with it. Unfortunately, those at the
helm of affairs are usually also unable to
provide real solutions and leadership, which
explains the current public apathy and
national mood.

One of the downsides of this state-of-affairs is
that it's scaring away all those people who are
sincere and actually want to participate in
rebuilding our country. If all you'd get is
ridicule and public bashing, why would you
want to put your and your family's reputation
(not to mention, life) at stake for a public
cause when you have nothing personal to
gain from it/ Being at the “receiving” end in
a public service role comes with the territory;
however, in Pakistan, the pendulum has

swung far too wide to the other extreme. Our
“heroes" are the TV & Film actors, media
personalities, sportsmen, glamour celebrities,
the designers & boutique owners, etc - not
those who lay low and actually engage in
public service. It is disheartening that there’s
such little appreciation for the unsung
"public service" heroes in Pakistan (unlike
that in the United States, for instance) -
maybe it’s because it’s widely and naturally
presumed that those in it are bound to be
corrupt and dishonest; which is why such few
good people opt for public service and those
few who do are discouraged pretty soon. We
need the society to change its definition of
heroes, and encourage those “ordinary” folks
whose actions and hard work makes a
positive difference in the lives of millions of

people. Media (both electronic and print)
plays a big role in this - positive news is no
news; only the negative stuff sells; and pretty
faces matter more - all in the name of the
public i.e. “this is what the people want”.
Notwithstanding the media's self-righteous
attitude, the reality is that if this is all that’s
on commercial offer, then that’s what the
public will take.

The vertical and horizontal divide in our
country is so pronounced that there are no
quick fixes anymore. The income inequality
gap has widened over the years, resulting in a
mass of unemployed, underemployed, and
unschooled population that is bursting at the
seams - whilst that tiny minority of the
affluent  “haves” are living in their
wonderland, either oblivious to the
approaching storm or on standby to leave the
country at the first sign of real trouble. The
former have nowhere to go; the latter believe
that they have a choice to escape if and when
the situation really gets out of hand.
Amongst the elite, the big industrialists,
tycoons, and landlords are the ones who
most loathe the very notion of having to
migrate, not out of any great sense of
patriotism, but for the simple reason that
they can’t have the same lavish “tax-free”
lifestyle anywhere else in the world and the
fame, power and social acceptability that they
nonetheless continue to enjoy in our society.
There’s anecdotal as well as statistical
evidence to suggest that the poor rural
population has seen some relative
improvement in their economic situation - a
good thing indeed, if sustainable - through
some trickledown of the so-called wealth
transfer from the urban to rural areas over

the last few years. Indeed, with a largely
tax-free agricultural income, high support
prices for major crops, and heavily subsidised
input pricing regime (for fertiliser, electricity,
water, seeds, etc), there’s bound to be a
positive impact in the rural areas, largely
benefitting the big landlords but also some
positive effect on the peasants whose
disposable  income has increased as
evidenced by their greater consumption of
consumer goods.

The real “gloom & doom” is amongst the
vast majority of the lower and middle income
urban dwellers whose quality of life has
steadily deteriorated in the recent past - such
that there’s now a much more pronounced
“mood divide” between the urban and rural
areas, apart from the usual interprovincial,
linguistic, ethnic, sectarian “horizontal”
divide that has accentuated in our society
over the years. There’s no substitute for
democracy to lessen this horizontal divide in
its various manifestations - by giving people
an indirect say in the government and a voice
in the parliament where they can vent their
frustrations, at least some of the problem is
addressed. You can’t suppress such a
heterogeneous society as ours through
longterm  dictatorship  or  autocracy.
However, the lack of “governance” in our
recent experiment and love affair with
democracy has seen the economy suffer and
state institutions crumble from within, a
heavy price indeed. There’s now some form
of a “check & balance” in the system,
however, it’s largely on paper and creates a lot
of right noise but the net impact is marginal
at best. Of course, it takes time for any system
to evolve and function more effectively, but

do we really have the luxury of time to let the
system run its full course, and for all the
players in it to finally settle down in their
respective  domains (without constantly
encroaching on each other’s turf) for better
governance! As Lee Kuan Yew, the Founder
of modern Singapore, said “...I do not believe
that democracy necessarily leads to
development. I believe that what a country
needs to develop is discipline more than
democracy. The exuberance of democracy
leads to undisciplined and disorderly
conditions  which  are  inimical to
development. The ultimate test of the value
of a political system is whether it helps that
society to establish conditions which improve
the standard of living for the majority of its
people. In a classic democracy, there is a
complete separation of powers between the
executive, legislature, and judiciary...but a
developing country faced with disorder and
underdevelopment needs a strong, honest
government...] do not believe that Korea,
Taiwan, Hong Kong, or Singapore could
have succeeded if they had to work under a
constitution where gridlock on every major
issue is a way of life”.

In the end, it’s basically about economics and
that’s our weakest link today. Yes, justice and
the rule of law, terrorism, etc are equally
important issues for the nation, but all bets
are off if the economy collapses. The
ingenuity and shrewdness displayed by our
leadership in tackling political issues - in the
name of democracy, constitution, and
reconciliation - are sadly missing when it
comes to the brick & mortar stuff of the
economy. Just like a company with an
“unbalanced” Balance Sheet can’t survive for
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too long, a country in a similar situation is
also living on borrowed times. Energy crisis,
inflation, unemployment, low
Investmentto-GDP  ratio, etc are all
symptoms of a broken economy and national
institutions, not divorced from that
fundamental reality.

Those of us who have seen the system from
within can understand why the country is
where it is today. It’s an incestuous system of
individuals with varying interests, all coming
together, in an unstructured way, to serve
each other’s causes, needs, and wants.
There’s no such thing as “Establishment” -
it’s not an edifice with an address, CEO, etc -
it's actually a nebulous network of
individuals, across the board, whose only
interest is self-preservation, self-projection
and power. The worst part is that most of
these folks are also the loudest champions of
change, meritocracy, and the rule of law -
sitting in their lavish drawing rooms and
exclusive clubs, lamenting over the plight of
the country, society, politics, and economy. Is
it hypocrisy or blind-sightedness? Many of
them keep a very low profile, though, but are
the real beneficiaries of this rotten system -
they call the shots from the shadows, are the
real king makers, and exercise their power
and influence due to their connections with
the ruling junta. Some of them are aware that
their innings will be short and try to make
the most of it whilst it lasts. Others are in it
for the long haul and make sure that they're
in bed with anyone and everyone that
matters, now or in the future - they are the
real “pros”.

Unfortunately, due to this prevalent system,
the “average” person on the street has little or

no chance of succeeding on merit and/or to
realise his true potential. Hence, the cynicism
that prevails in our society, the massive brain
drain, and worst of all, the realisation
amongst most folks is that unless they
“conform” to the system, they won’t succeed
in life in this country. So, a vicious cycle and
a self-fulfilling prophecy continue to play out
with the countervailing forces too weak and
scattered to mount an effective opposition to
practically change the system. Corruption,
therefore, for instance, becomes endemic
and embedded in the fabric of the society -
everyone participates in it, the only
difference is the amount involved. The big
guys get away with siphoning billions - whilst
the small guy (who usually “takes” from his
fellow small guy) is content with a few
thousand rupees because that’s all he can lay
his hands on. The big guy doesn’t really have
a justifiable excuse, other than greed, of
course - the small guy has several: to meet his
large family’s needs because his legitimate
income is too meager; why shouldn’t he do it
when the high & the mighty are doing the
same and getting away with it; he's doing it
for a small sum only; etc. Not following the
rule of law is, quite rightly, headline stuff for
VIPs - it’s about setting an example, after all
- but what about the common man who
refuses to stop his motorbike at the traffic
signal; who refuses to wear a helmet (for his
own safety) against the law; who breaks the
queue at the expense of his fellow common
men; who indulges in all sorts of moral vices,
etc! Given all of this, don’t we as a nation
deserve the leadership we’ve got!

The reason why our society is still surviving is
two-fold:

(1)

2)

Informal economy - as big if not bigger
than the documented GDP, employing
millions of people in the small &
medium size “cottage” industries,
outside the formal tax net and various
other laws & regulations (including
labour) applied to the formal sector. It
keeps a lot of people off the streets and
somewhat gainfully employed; and

Charity - in terms of giving, we rank
amongst the top nations/societies in
the world; it’s not just out of religious
obligation that we donate a lot; it’s
often in lieu of the taxes that most
people choose to evade. Much has
been said and written about our
abysmally low Tax-to-GDP ratio, but
why don’t people pay taxes! Quite
simply because they don’t trust the
government to use their money
honestly, but they do try to satisfy their
“conscience”  through charity and
donations to NGOs. When the State
abdicates its primary responsibility in
the areas of healthcare, education, law
& order, etc, the “taxpayers” believe
it's quite alright not to pay the
government its due share of revenue -
which is why we end up in a Catch 22
situation: the same people then
constantly complain about the broken
roads, lack of sanitation and utilities,
etc, that they expect the government to
provide but which it can’t due to
limited tax revenue, among other
factors. Of course, those who do pay
their taxes (such as the salaried class,
large corporations, etc), because they
have no choice, have every right to
complain - but it is less than amusing

when the other side (i.e. the vast
majority of non-taxpayers) do the
same!

Media: TV Talk Shows - the one with the
loudest voice carries the day; the objective is
never to search for solutions but highlight
the problems only; extremely critical issues of
national importance are often raised but
between half-a-dozen “commercial breaks”
there’s hardly any time or indeed inclination
to discuss the potential solutions; the same
faces appear across all channels. We have too
many 24/7 news channels competing for the
same news every day, so no incremental
value-added information becomes available;
it’s pure entertainment all in the name of
serious analytical news; the anchors relish
their power to ask “tough” questions but are
hardly interested in the answers; the issues
that actually do concern the common man
are rarely covered - the agenda is often
around constitutional and legal complexities
and niceties, political arithmetic, irrelevant
hot gossip of the day, etc, and the general
public watches these shows (and so the
“ratings” are high) because they have nothing
else to do and no other option or outlet -
and the “tamasha” goes on and on. The
high-profile anchors actually do believe that
they are the real “movers & shakers”,
opinion makers & shapers, and bona fide
state actors, to be taken very seriously;
otherwise, their egos get hurt. The beat/staff
reporters are a completely different lot -
belonging to the “have-nots” of the society;
the guy who has the mic in his hand, or the
pen which he uses to file his daily report -
takes out his general frustration with the
system in his tone and style of coverage. Any
important position holder is taken to task

ruthlessly because that’s the only opportunity
this poor soul has to turn the tables on the
system and the society that hasn’t given him
much - he suddenly has some “power” and
he’ll use it to the maximum - and
occasionally to extract favours in private from
the same people he’s bad mouthing publicly.

Perception and reality are poles apart in our
country. It's amusing when a high-ranking
government functionary takes "notice" of
some serious event that's been in the public
domain forever, and the media highlights the
taking of that so-called "notice" mindlessly.
We expect the same people who are
responsible for our mess to also solve that
mess - not realising that it's not just a
question of their competence, or lack
thereof, but of their will and intentions. We
see tickers and press releases on official
meetings that never took place! The whole
idea is to "manage" public expectations and
behavior, not solve the root cause of the
issue, and most of the time, the society just
doesn't get it. Public memory is very short,
and there's always a herd mentality - very few
people have the ability or insight to actually
decipher what they see and hear on the
media; not an easy task for even the most
seasoned professional analysts let alone the
common man. And, yes, it's politically
correct to say that our "awam" is very
"bashaoor" - whilst the harsh reality is that
they're too preoccupied with their daily
struggle for survival to really get it. Those at
the helm of affairs do believe that the people
can be manipulated any way they wish.
Pakistan's democracy is actually an autocracy
and aristocracy of a select class of people who
rule in the name of the people for their own
personal interests and benefits. To state that

it's not "of the people, for the people, and by
the people" would be blindingly obvious to
even the most casual observer. The average
Pakistani politician is content with playing
the system for his own survival and seeking
personal favours in the name of the
electorate, does not have the intellectual
integrity to speak the truth or do the right
thing, but is most vocal on TV talk shows in
promoting the merits of democracy. He
cultivates a culture of dependency and sense
of entitlement amongst the masses - so that
they remain indebted and bonded to their
saviours forever, without the ability or indeed
willingness to take charge of their own lives
and destiny. The last thing he wants is to give
people the skillset, training, and capital to
enhance  their entrepreneurship and
independence. He really doesn't want to
solve the root cause of any problem - he
applies the "band aid" solution to "cancer" so
that his personal importance remains
relevant in the future as the problem
resurfaces again and again, as it would quite
naturally. Hollow slogans, a climate of fear, a
ragtag assembly of "elected representatives"
born out of constituency politics - and all we
get is a financially and intellectually corrupt
system of bad governance led by a handful of
people in the name of "democracy".

It’s hard to understand what we're really
waiting (or praying) for. It's a depressing
feeling to know that those at the helm of
affairs actually don’t care (all the lip-service
to the contrary, notwithstanding), whilst the
rest of us “bystanders” watch the ship sink,
nkcl)t realising that we are also on the very same
ship!
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Energy Crisis & the Way Forward

By Tabish Gauhar, March 2013

I he fact that we

are in the midst of a serious energy crisis
which can and will standstill the entire
economy is well known. Whether it has
shaved off 2% or 4% of the annual GDP
growth over the last few vyears is an
academically moot point. The fact is that the
energy crisis is frustrating the realisation of
our true economic potential of 8-10%
inclusive growth needed to generate enough
employment to take millions out from below
the poverty line. The most unfortunate
aspect is that we all know the underlying
causes, and the associated solutions, but are
simply unable and/or unwilling to do
anything about it. There’'s no unity of
thought at the policy-making level because a

win-win proposition, i.e. keeping everyone
happy, no “creative destruction” of vested
interests, etc, is simply impossible to achieve.
There’s no single entity, or policy maker that
does not have a personal stake in the system,
or is not influenced by one lobby or the other
or has the inclination to take a 360-degree
view and implement the solutions in the
greater national interest. Just for the
avoidance of doubt, there’s no short term fix
of our energy crisis by waving a magic wand
either, but a series of short, medium and long
term steps are needed to first arrest the
decline and then put the sector back on
track.

1. Energy Independence & Security

Across the energy value chain, let us
first consider the upstream exploration
& production (E&P) sector: we import
most of our petroleum products (crude
oil, as well as refined petroleum
products such as diesel and furnace oil)
because our domestic production is
inadequate. We need capital and
technology to exploit our hydro-carbon
reserves and, from what we know,
there are no “below the ground” low
hanging fruits anymore. We still don’t
know the true 3P (proven + probable +
possible) potential of our domestic
reserves since no large-scale, high-tech
3.D geological survey has been done in
the country (on shore or off shore) in

(1)

(2)

3)

the recent past. In the absence of
credible data, International Oil
Companies (IOCs) won’t
commit their resources to drill wells in
the name of God alone. There are four
other factors that have kept the IOCs
away from Pakistan:

Periodic changes in the E&DP
Petroleum Policy over the last couple of
decades - foreign investors seek
[ . ” . P .
consistency” in policies as the first
guiding principle;

The poor law & order situation in the
hydrocarbon rich areas - Balochistan,
Interior Sindh, for instance, where
even local companies fear to go, let
alone the foreign firms. Whilst law &
order is a complex
political-cum-geostrategic  issue, it’s
absolutely critical to give the local
population some skin in the game
(through training, employment, profit
sharing, CSR activities, etc) to partly
mitigate the situation and for long
term sustainability;

Low wellhead prices that do not
provide enough of an economic
incentive to take all of the various
technical, legal, and sovereign risks
associated with E&P activity. Whether
we like it or not, the offered price has
to reflect international benchmarks
plus a security premium for Pakistan.

Indeed, the IOCs shouldn’t be allowed

to charge an arm and a leg over the

“4)

long term but in today’s age of readily
available information, one can easily
benchmark against appropriate comps
to agree on a mutually acceptable
pricing formula. As long as such
decisions are left in the hands of
professionals, with no political agenda,
we’ll arrive at the right place;

The negative perception that contracts
and sovereign commitments are not
honoured with the change in
government, policies, and shifts in
national mood. No foreign company
will invest a billion dollars here if it has
little faith in the country’s political and
judicial dispensation, when that same
money can be invested in a more
hospitable growth market. Investors’
institutional memory is long; it takes
ages to build trust, a single sovereign
contractual default is, however,
suicidal for the country. As long as
foreign investors have the confidence
in our judicial system that it’s fair and
enforces international commitments
and  treaties, theyll do the
much-needed business with us;

The  government has  recently
announced the revised Petroleum
Policy, including for Tight Gas and
Shale Gas, however, it remains to be
tested in the international markets and
the jury is still out on its ultimate
effectiveness. Throughout the
emerging world, it has been
demonstrated that one can’t and

shouldn’t reinvent the wheel and
attempt to go solo/nationalistic and
bypass the international expertise,
capital and technology to realise one’s
full hydrocarbon potential. However,
by increasing our indigenous supply,
not only would we attain some degree
of energy independence and security
but also save precious foreign exchange
reserves (on a net basis) in the long
run. With a 50% deficit in natural gas
peak demand-supply equation, for
instance, we have already wasted many
years, procrastinating and debating
this issue nationally. Whether or not
the  Iran-Pakistan  (IP) and/or
Turkmenistan-Afghanistan-Pakistan-In
dia (TAPI) transnational gas pipeline
projects materialise or our first LNG
import infrastructure is put in place -
all worthwhile initiatives that ought to
be completed as soon as possible and at
the right price - we must enhance our
domestic onshore and offshore gas
production (conventional as well as
unconventional) to diversify our
energy mix. Needless to add, an open
and transparent bidding process is a
prerequisite to avoid any perceptions
of wrong doing and favouritism. All
such laws and processes are already in
place, what’s needed is a sense of
urgency and political will to implement
the same. There will always be the
usual skeptics (“we’ve sold our national
assets at throwaway prices to foreign
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imperialist forces”; “we could have
exploited our natural resources on our
own at a fraction of the cost”, etc, etc)
- all populist slogan mongering and
analysis paralysis, net result of which is
zero progress. Ignore the cynics, just do
the right thing and move on. If the
United States’ government, that is
staunchly and publicly opposed to the
IP  project, is actually seriously
concerned about Pakistan’s energy
crisis, it needs to walk the talk and at
the very least do two things at the
earliest: (1) provide political risk
insurance cover and other such
guarantees to American oil & gas
companies to encourage them to invest
in Pakistan’s E&P sector using the
same technology that has helped the
US become a gassurplus nation
recently; (2) help finance the
construction of Pakistan’s first LNG
import infrastructure which the
country can subsequently use to
import gas from the international
commodity market on standard
commercial terms &  conditions.
Nobody should expect Uncle Sam to
write a $4 billion check to wipe out the
existing Circular Debt in our system!

Energy Mix and Allocation Policy

The fact that our energy mix and
allocation policy is flawed has been
much discussed and written about. We
produce less than 1% of our electricity

from coal. India and China, two of the
BRICs nations, on the other hand,
generate more than 60% of their
power from coal. Almost 45% of our
electricity is generated from furnace oil
(mostly imported) at a cost of 18-20
cents per unit, whilst the United States
(the world’s richest economy) produces
less than 1% of its power from that
same fuel. The share of hydro-electric
power in the electricity mix has gone
down to less than 30% over the last 7
years; whilst the share of natural gas in
electricity production has also fallen
from 45% to less than 30% over the
same period (the replacement fuel, i.e.
furnace oil, is 3.54.0 times more
expensive than natural gas). The net
result of producing this extremely
expensive electricity (that neither the
State can continue to subsidise nor can
the average domestic, commercial, or
industrial customer afford to pay for) is
the $4 billion “Circular Debt” monster
(increasing at the rate of Rsl billion
per day!) plaguing the entire energy
sector. So, to state the blindingly
obvious, we need to reduce our cost of
generation and, thus, the electricity
tariff so that the government need not
subsidise anymore and the customers
can afford to pay the actual cost of
service. Consumer subsidy of Rsl.5
trillion paid by the government over
the last 5 years is a huge drag on the
national economy - imagine the
impact if that same amount were

instead  spent on  education,
healthcare, infrastructure, etc.
Subsidies also send a wrong pricing
signal to the market, discourage energy
conservation, and result in heavy
borrowing by the government from
State Bank/Commercial Banks at the
“crowding out” expense of the private

sector - no wonder, and that’s of
course not the only reason, our
Investment-to-GDP ratio has

consistently fallen from over 20% to
10% during the last 5 years or so.
Subsidies ought to be phased out
gradually but steadily so that the sale
price of utilities reflect the actual cost
of service, in tandem with reducing the
cost of generation, but the poorest
segment of the population should
continue to benefit from a more
targeted subsidy regime in the form of
direct cash transfer (through the BISP
scheme, for instance) by the State.
However, and at the risk of belaboring
this point, simply reducing subsidy for

the lower-income/middle-class
population by increasing the notified
consumer tariff, without a

compensating reduction in the cost of
generation, would be an extremely
unwise decision, notwithstanding all

the IMF and World Bank pressure.

What does an average electricity
customer really want?

Three things: (1) uninterrupted supply

i.e. an end to load shedding; (2) an
affordable tariff; and (3) Dbetter
customer service. To achieve the first
two objectives, it is imperative to run
all existing relatively cheap generating
units at full capacity, which means that
natural gas must be provided to such
units on priority. Under the new gas
allocation policy, the power utility
sector ranks No. 2 just behind the
domestic household segment;
however, that policy is not being
followed in favour of the industries,
captive power units, and fertiliser
plants. So, a handful of private
industrialists are benefiting at the
expense of millions of people around
the country who have to brave
extended power cuts and ever
increasing tariff rates. If we do an
honest economic math, with all the
variables, it can be conclusively proven
that it’s much wiser (and of course,
quicker) to import Urea than furnace
oil/diesel (to produce electricity).
Until the gas supply situation improves
over the next few years (through the
E&P, IP/TAPI, and LNG initiatives,
touched upon earlier), we probably
have no choice but to declare force
majeure and shut down all excess urea
manufacturing capacity in the country
and compensate their investors for
their net income loss during this
period. Not a pleasant proposition, of
course, but unavoidable nonetheless.
Furthermore, all empirical evidence

seems to suggest that the exceedingly
cheap natural gas provided to the
fertiliser sector has not been passed
onto to the intended recipient (i.e. the
farmer) in the form of cheaper Urea -
so by all means, subsidise the average
farmer but directly (through the Kissan
Card, for instance) and provide natural
gas to the fertiliser industry as per the
merit order and at its true cost.
Likewise, gas supply to all industrial
captive power units (which enables
them to generate cheaper electricity,
albeit at low efficiencies, at the expense
of their non-captive  industrial
competitors) should be discontinued,
and the same gas diverted to the
more-efficient Ultilities/IPPs with an
obligation to provide 24/7 electricity
to the same captive power industrial
units from the national grid - a much
better option from an overall national
economic standpoint. In the interim,
and as an immediate step, the gas price
for captive power should be increased
to incentivise these industries to switch
back to the grid, and provide a level
playing field to all industries.

[PPs/Utilities must also be mandated
to improve the heat rate efficiencies of
their generation portfolio - by way of
an illustrative example, 100 MW of old
Frame 5 & 6 gas turbines running at
an average efficiency of 20% could be
replaced with 40% efficient machines
to effectively double the power output

with the same quantity of gas (3-5 year
payback period). Furthermore, it
should be mandated to convert all
open/simple cycle gas turbines &
engines to combined cycle mode
within the next 5 years, with an average
efficiency enhancement of at least 5%
achieving the same objective i.e. more
power output burning the same
quantity of gas. To achieve this
objective, enabling tax breaks, for
instance, waiving the customs duties
on imported equipment must also be
considered.

All oil-fired generating units should be
steadily phased out and converted to
coal (local, imported, or blended) to
reduce the cost of generation and,
therefore, customer tariff - on average,
coal-based electricity would be almost
50% cheaper than oil-based power. In
this regard, the role of the regulator
(NEPRA) is critical in terms of
providing a streamlined process for
tariff determination, etc. Coal is an
abundantly available commodity and
will remain the base load fuel of choice
for a long time to come - yes, there are
environmental concerns that need to
be addressed through mitigating
technology solutions that are employed
around the world. And just to put it in
perspective, this coal would eventually
replace high-sulfur furnace oil! A lot of
us have grown rather old hearing about

the 175 billion tons of Thar Coal and
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all the hype associated with it, however,
it is still conveniently lying below the
ground. A classic combination of
several factors (inconsistent set of
policies; provincial versus federal
politics; lack of funding and associated
infrastructure; the alleged “oil mafia”;
“penny wise pound foolish” in driving
away the Chinese earlier; etc) has
meant that this grand initiative to
improve our energy security remains a
pipe dream even today. Whilst some
tangible steps in the right direction
have indeed been taken at the
provincial & federal level over the last
few years, there’s little chance of this
project (mine-mouth coalfired power
plants) materialising unless the issue of
Circular Debt is sorted out. Of course,
the State can always seek to bypass the
entire private sector and get this
project going on its balance sheet, but
does it really have the financial
wherewithal to do it? More realistically,
it has to be a public-private partnership
in the end. The techno-economic
feasibility of this project has long been
established; no need to reinvent the
wheel, or experiment with fancy
technology, just keep it simple, assign it
national priority, and it'll get done!

For a nation blessed with one of the
largest river systems in the world, the
role of hydroelectric generation
cannot be overemphasised. Whilst a
number of large as well as mini hydro

projects are now in various stages of
feasibility, development, and
construction, the reality is that we've
lost precious years on this front
because of the political haggling and
point scoring over the Kalabagh Dam
issue. Large dams are politically
sensitive, require a lot of financing,
and have long gestation periods, so it’ll
be years before we start seeing the
fruits of this initiative (in the form of
relatively cheap and renewable source
of clean energy) should we start in
earnest today.

[ think Pakistanis would be more than
willing to share in the cost of these
hydro projects if they’re convinced that
the public money so raised would
indeed be spent wisely and for the
stated purpose (by way of illustration,
the reason why people were so
skeptical, and rightly so, about the Gas
Infrastructure  Development  Cess
imposed on gas consumers to finance
the Iran-Pakistan pipeline project was
because they simply didn’t trust the
Government to use that money on the
project itself, should it even
materialise!). Foreign multi-laterals will
follow suit, especially if such mega
projects are built under a public-private
partnership  model, with  direct
funding contribution from the public
as a key financing stakeholder. To
achieve this objective, an Energy
Infrastructure Fund (run by a

professional management firm) could
be launched to retail and institutional
investors in Pakistan, and offshore,
with the Government of Pakistan and
DFIs as anchor investors.

Energy Sector Reforms

To facilitate all of the above, it is absolutely
necessary to create a unified Ministry of
Energy - MOE (just like the Department of
Energy in the United States) by merging the
Ministry of Petroleum & Natural Reserves
(MP&NR) and the power arm of the
Ministry of Water & Power (MW&P) -
under a single Energy Regulator (EA). This
EA  should be a financially and
administratively autonomous body,
comprised of technically qualified and
competent professionals, that has the ability
and willingness to strike the right balance
amongst all stakeholders, and has a long term
horizon as opposed to a short term view only.
This last point cannot be belabored enough
because it’s almost a mantra to talk about
regulatory independence (or need thereof)
but not much is often said about its
competence and professionalism in dealing
with a diverse set of stakeholders in a rapidly
changing environment. A regulator’s job is
not just to protect public interest (of
paramount importance, nonetheless) but to
also provide a level playing field and
incentive to investors to generate reasonable
returns in the long run, within the confines
of the policy guidelines issued by the MOE
from time to time. Unfortunately, in our

case, the regulators too often are prone to not
just political interference but also short term
populist temptations.

The government should get out of the oil
marketing business by privatising PSO. There
should, however, be a strategic storage reserve
for petroleum products maintained by the
State for national emergencies - this could
also be done in partnership with the private
sector; in fact, there's a lot of unused private
storage capacity in the country such that the
incremental infrastructure spend to cover,
say, 30-60 days of fuel requirement, is not
significant, contrary to common
misconception.

The two gas distribution companies (SSGC
and SNGPL) should be unbundled into (1) a
national gas transmission company owned by
the State and operated under an open access
policy; and (2) several gas distribution
companies, like the electricity DISCOs;
privatised, regulated and operating under an
efficiency-based pricing regime. Likewise, all
power distribution companies (DISCOs)
should be privatised, under a public-private
partnership model, to encourage further
infrastructure investment and improved
efficiencies in the system - no "cost
plus/revenue requirement" tariff formula,
post privatisation.

CNG: One of the worst policy decisions
taken in this country was to allow the
unlimited use of our scarce natural gas
resource in the transportation sector,
ostensibly for two reasons: (1) it's a cheaper

commodity than petrol and diesel; and (2) it's
an environmentally friendlier fuel. Today,
the CNG issue has become a hot
political-cum-judicial controversy, and almost
10-15% of the locally produced gas is used for
transportation at the expense of the power
sector, industries, and fertiliser plants. It is a
totally non value-add allocation of a precious
resource at a price that has incentivised
millions of vehicles, from the luxury sedans
to the auto rickshaws, to switch to CNG
(although, ironically, millions of motor
cyclists across the country don’t have this
benefit) at a great national cost, including the
alleged widespread theft and waste of gas in
transit. To achieve CNG-Petrol price parity,
the economy would be much better off by
reducing government taxes and levies on
petrol and diesel to provide compensating
relief to the masses. Furthermore, all local
refineries producing petrol and diesel from
crude oil should be mandated to produce
Euro - II or III distilled products for
environmental  considerations. A vast
majority of the CNG station owners have
already had their investment recouped
several times over; as a matter of national
policy, they should now be told to start
retrofitting  their  stations back to
petrol/diesel (or LPG). Unfortunately,
however, as long as there's conflict of interest
at all decision making levels, we'll keep
debating this issue on TV talk shows and
nothing concrete will get done.

Piped Gas versus LPG: It's a matter of "pride"
for most Pakistanis that our country has one

of the largest and most extensive gas
networks in the world. Majority of the urban
dwellers have access to natural gas in their
homes for cooking & heating, whilst an
increasing number of villages and small
towns are also being rapidly brought onto the
panel - as the domestic production of gas
steadily declines. At $1 per MMBTU, it is
also priced exceedingly cheap for the
domestic sector. However, consider the other
side of the picture not often talked about due
to political considerations: (1) the entire
GCC region, rich in oil & gas hydrocarbon
reserves, does not have piped natural gas to
domestic households for cooking and
heating; instead, LPG, a product refined
from crude oil, is supplied in cylinders to
people's homes; (2) the massive subsidy given
to the predominantly urban consumers of
piped natural gas is in stark contrast to the
much more expensive LPG/Kerosene price
paid by the offgrid villagers for cooking
purposes; (3) the same natural gas could be
used to produce more affordable electricity
for industries and the common man and to
reduce Circular Debt in the energy sector; (4)
the same gas could be provided to the more
value-add industries (process, textiles, etc) to
generate further employment and foreign
exchange reserves; (5) there's idle refining
capacity in the country that can be utilised to
produce extra LPG for domestic cooking,
and the deficit can be imported, along with a
reduction in government taxes and levies to
make this product more affordable; (6) by
keeping the piped natural gas artificially
cheap for so long, a wrong pricing signal was
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given that encouraged extravagant usage and
no incentive to invest in more efficient
appliances such as heaters, geysers, etc. In
fact, several households in affluent urban
areas use gasfired generators to produce
cheap electricity for part of the day and keep
the utilities on standby; (7) continued
expansion of the gas pipeline network to
remote towns and villages has resulted in the
overall unaccounted for gas (UFG) lines
losses to exceed 12% today. Just to put this
into perspective, a UFG reduction to 6%
(optimal level) would release almost 240
MMCEFD of gas, equivalent to generating an
extra 1200 MW of affordable electricity for

all Pakistanis. Needless to say, this is a

C

o m p 1 e X

technical/economic/political/social ~ issue
that won't be solved overnight, but one that

we

can't shy away from any longer.

Maintaining the status quo or doing more of
the same is no longer an option;something's
got to give.

4.

Climate Change

Whilst everyone talks incessantly
about adding generation capacity, not
much is often said about energy
conservation and efficiency
enhancement. After all, a
MW/ MMCFD saved is a
MW/MMCEFD produced. The whole
thesis on Climate Change is intricately
linked to this and revolves around four
key interrelated themes of (1) energy
conservation; (2) energy efficiency; (3)

renewable energy; and 4)
environment. Energy conservation is
essentially a mindset change; for too
long both electricity and gas prices in
our country have been kept artificially
low (through state subsidies) that
obviously discourages conservation. As
prices go up, it now makes sense to
replace a conventional incandescent
bulb with LED to reduce electricity
consumption by 75%. Yes, there’s an
upfront cost (an LED bulb is 8 times
more expensive than an equivalent
wattage incandescent bulb) but the
payback period is less than 2 years on
average. The concept of peak versus
off-peak pricing regime also needs
careful consideration before rolling it
out - it is an internationally practiced
method to promote conservation but
in those countries where 24/7
electricity supply is guaranteed, not in
Pakistan where quite often you don’t
have power for half the day!
Furthermore, pure optics won’t work -
for instance, switching off supply to
commercial billboards and street lights
don’t really move the needle and are
actually counter-productive in the end.
However, we must actively seek to
change long-entrenched societal habits
such that large commercial markets are
incentivised to start early and close
early i.e. maximise usage of daylight
hours. There’s a lot of resistance from
the traders against this concept but an
active dialogue needs to start with

them to demonstrate the positive
impact of this change on social norms
and economy, whilst guaranteeing
them  uninterrupted  supply  of
electricity throughout their working
hours. Educating the youth on energy
conservation is essential, since their
fertile minds are most receptive to
change. It’s the affluent class that really
needs to change their lifestyle - just
because you have the money to pay the
electricity bill for 8 air-conditioners
running all day doesn’t mean you have
the license to act irresponsibly towards
the environment and the public at
large.

In respect of energy efficiency, the vast
majority of our domestic and
commercial appliances are hopelessly
inefficient. For an energy starved
country, it’s a national crime that
we're, for instance, burning gas in our
domestic geysers at a thermal efficiency
of less than 20%. A national
emergency needs to be declared to
replace all such existing appliance with
“Star”  certified energy efficient
appliances (solar geysers, for instance)
within the next 5-7 vyears, partly
financed by DFIs and Multi-laterals
(such as ADB, USAID, etc) that are
keen to promote such “green” causes in
the emerging world, along with an
enabling tax break regime announced
by the government.

Renewable energy is a much hyped

subject, although its total share of the
worldwide energy mix is still less than
5%. Except hydro, the other sources of
renewable energy - such as solar, wind,
biomass, bagasse, etc — won’t on their
own solve our energy crisis because
they are not cheap (unless subsidised)
and are no substitutes for the base load
generation capacity that’s got to be
based on conventional hydrocarbon
based energy mix. Yes, we have
significant potential in renewable
energy and a realistic set of targets
ought to be achieved in the medium to
long term, but it is misleading to
assume that it’s the “Eureka” solution
to our energy woes. Let’s first fix our
brick &  mortar  conventional
foundation; renewable would always
supplement, not substitute, the same.
The best use of renewable energy is in
the remote villages and towns of
Pakistan. Frankly, it is economically
unfeasible to lay expensive electricity
and gas transmission network to serve
small clusters of customers scattered
across the country, most of whom
don’t have the propensity to pay for
these utilities anyway - off grid areas
have relatively small energy needs that
can best be met with localised
renewable sources although they may
still need to be subsidised by the State
to make it affordable for the poor.

Circular Debt

Circular Debt in the electricity sector

(1)

2)

arises primarily due to two reasons:

The consumer tariff notified by the
government is 30-40% lower than the
tariff determined by NEPRA taking
into account the actual cost of
generation, fuel price, etc. Electricity
prices are also uniformly consistent
throughout the country as a matter of
political (as opposed to economic)
policy. The difference between the
notified (i.e. political) and determined
(i.e. economic) tariff is the "Tariff
Differential Claim", more commonly
referred to as consumer "subsidy", paid
out of the national exchequer. More
often than not, the government
under-budgets each year under this
head, and the Ministry of Finance
simply doesn't have the funds available
to make timely payments to the utility
companies; and

The  Aggregate  Technical &
Commercial (ATC) losses of the
electricity distribution companies or
DISCOs which is a combination of
their so-called “line losses” and “non
recovery of bills” that are further
sub-divided into “technical” and
“non-technical” (read: willful theft and
bills non-payment) losses.

The combination of these two
underlying factors means that the
DISCOs have a serious liquidity crisis
at all times, with huge receivables and
payables on their balance sheet. To

"manage" their working capital crisis,
they're simply forced to delay payments
to the Independent Power Producers
(IPPs) supplying them bulk electricity
(for onward distribution to the public).
The IPPs in turn default to PSO
(furnace  oil/diesel  supplier) or
SSGC/SNGPL (natural gas supplier).
PSO consequently defaults to local oil
refineries  (producer of  furnace
oil/diesel) or to the banks who've
opened LCs in its favour to import the
same products; likewise,
SSGC/SNGPL would default to the
Exploration & Production (E&DP)
companies such as OGDC who are the
actual producers of gas. At some stage,
these oil and gas companies are unable
and/or unwilling to provide more fuel
to the power sector leading to
prolonged electricity outages, like the
ones we're experiencing today. So this
Circular Debt travels throughout the
energy sector value chain and affects all
stakeholders, including the banking
sector. There's no single villain or
contributor to this malaise.

A major but often overlooked reason
for the Circular Debt in the energy
sector is the Aggregate Technical &
Commercial (ATC) losses, referred to
above. To reduce technical losses
would  require significant capital
expenditure, and whilst on paper they
represent the proverbial “low hanging
fruit”, the reality is that adequate
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funding is not readily available in this
sector. But what about the
non-technical losses - a lot has been
said on it such that it’s no longer an
alien concept but very few people care
to fully understand the underlying
causes  behind  this  widespread
phenomenon. Once a smart utility
company has successfully reduced (to a
bare minimum) the non-technical
losses in the large industrial zones and
affluent residential & commercial
neighbourhoods - which is exactly
where one should start this operation
- we're left with two “problem”
categories: (1) government/public
sector customers; and (2) low-income
“poor” customers. The reason why the
public sector is such a serial defaulter is
essentially lack of accountability -
every government department has a
budget earmarked for utility bills
payment which gets eaten up elsewhere
on the clear understanding that it’ll get
bailed out by the provincial or federal
government  eventually. Moreover,
several of the public sector entities
provide essential public services - such
as water & sewerage, street lighting, etc
- so disconnecting the utilities’ supply
to these entities actually hurt the
public the most. With that kind of
“leverage”, no  wonder  these
organisations assign  the least
importance to utility bill payment,
fuelling the Circular Debt problem.

The second “problem” category is a lot
more complicated and a true reflection
of the socio-economic, political, and
law & order situation prevailing in the
country. Although the utility rates (as
regulated and set by the State) are
heavily cross-subsidised in favour of
this population segment, it ranks last
in the merit order of their disposable
income expenditure for the simple
reason that it's practically extremely
tough for the utility companies to
disconnect supply to defaulters. Those
who have actually been to the narrow
lanes of, say, Lyari and Orangi in
Karachi, would truly appreciate the
difficultly of establishing the writ of
the utility companies in these so-called
“no-go” areas where even the State’s
writ is suspect at best. Whilst it’s true
that an individual customer residing in
such neighbourhoods does not use a
lot of electricity or gas (given his
socio-economic status), the aggregate
impact of the actions and inactions of
the teeming millions is quite huge in
the end. KESC’s problem, for instance,
no longer lies in the affluent localities
of Defence & Clifton (where the
recovery ratio is now close to 100%),
but in low income-high loss towns of
Orangi, Baldia, Nazimabad, Lyari,
Liagatabad, Landhi, Korangi, Malir,
Gadap, and Surjani where almost
40-50% of the 20 million people of
Karachi reside. This may be a
politically incorrect statement to make

in today’s age of democracy, but a
statistically-correct ~ harsh  reality
nonetheless that most people loathe
admitting publicly. If the utility
companies are receiving, on average,
only 50% of the product value
provided in these areas, it is not
realistic to expect uninterrupted supply
and great customer service at the same
time. Unfortunately, the role of the
media and political parties in
appreciating this issue has left a lot to
be desired - every time there’s an
actual or attempted disconnection (for
theft or nonpayment) in such areas,
and the “awam” comes out on the
streets burning tires, damaging public
property, etc, the sentiment is nearly
always in their favour as opposed to
saying the right thing and also
highlighting the other side of the
equation. Of course, it’s probably too
much to expect that societal norms
evolved over generations would change
overnight, yet at some point, we need
to start calling a spade a spade. How
many religious “fatwas” have been
issued against electricity & gas theft,
and of those few issued, how many are
actually heeded? And how many
politicians have we heard openly
denouncing such actions by their
“voters”, vis-a-vis their constant barrage
of criticism against energy shortage
and hike in utility rates? Whilst we're
all caught up in this chicken & egg
“blame game”, we need to take the bull

by the horns and actively communicate
to the people that their sense of
entitlement to almostfree utilities is
now a relic of the past.

There are, of course, various technical
“solutions” to this problem (aerial
bundled cables that can’t be hooked
on to, prepaid meters, remote
disconnection through smart grid, etc),
but given the creativity and ingenuity
of our people, a way around such
technical bottlenecks would be found,
sooner or later. It is eventually a change
in mindset that everyone (not just the
utility companies) is responsible for
bringing about. Yes, there’s corruption
and often there’s collusion between
the utility companies’ staff and
segments of the population - yet, it
takes two to tango! So, aren’t both
sides equally guilty! Why is it just the
incompetence and/or corruption of
the staff that’s blamed for line losses,
unaccounted for gas, and low
recoveries (in the absence of an
enabling legislative environment, such
as making electricity theft a
non-bailable offence)? What about the
other party in this “willful” transaction
i.e. the public which gets away scot free
in this blame game? Those who take as
well as give illegal gratification are both
to be blamed, and must be, regardless
of which strata of the society they
belong to. The good people (honest,
regularly paying customers) living in

these high-loss localities suffer the
most due to the actions or inactions of
their dishonest neighbours due to
increased load shedding and overall
inferior customer service. “They Steal
We Pay”! Gone are the days when it
didn’t matter to you if your neighbour
was stealing electricity or not paying his
bill on time - it directly and adversely
affects you now and you should, in
your own interest, tell your neighbour
to mend his ways or, at the very least,
boycott him socially. If this sounds
funny and naive, the alternative is
status quo and prolonging our
collective miseries.

There will be no end to electricity &
gas load shedding in this country until
this issue is conclusively addressed. As
a practical step, a “franchise”
arrangement could be deployed in
these areas with the support of local
political forces - here’s how it should
work: utility companies would want to
achieve at least a break-even revenue
target (enough to cover their cost of
service); any excess amount to be
ploughed back by the franchisee into
the locality to build roads, improve
infrastructure, etc, less his financial
share as a legitimate source of income;
and utility companies obliged to
reduce load shedding and improve
customer service as the recoveries go
up. Simply put, a win-win proposition
for all i.e. the honest public, the local

franchisee, and the utility companies.
Until then, a differentiated and
segmented load management regime
has to be embraced such that
low-theft/high-recovery ~ areas  are
rewarded with zero or minimal load
shedding vis-a-vis the rest. This
approach certainly has its critics and
indeed some inherent flaws but the
alternative is to penalise everyone
equally - a communist dream come
true!

In summary, Pakistan’s Energy Crisis
can be surmounted by undertaking
much-needed holistic reforms across
the value chain, with a credible and
professionally managed road map,
under a public-private partnership
model, balancing the needs of all
stakeholders, focusing on both supply
and demand management and
changing the public mindset for
greater national  good.  What'’s
essential, therefore, is a sincere and
credible  political ~ leadership to
spearhead this transformation and
that's the only “rocket science”
involved in the equation!
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KESC in the
Spotlight

KESC'’s journey through
the last few years has also
been documented in the
news. From early
challenges to development
initiatives and major
obstacles like the struggle
with the workers’ union,
excerpts of KESC’s
progress can be seen in the
following clippings from
the media.
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Sunday, June 30, 2013

Che New Jlork Times

Pakistan Utility Company Fights to Power Chaotic

Since Pakistan's biggest electricity company
was privatised, its headquarters have been
looted, its employees kidnapped and the
government tried to arrest its boss.

It's been a roaring success.

Power cuts lasting 12 hours a day or more
have devastated Pakistan's economy. The loss
of millions of jobs has fuelled unrest in a
nuclear-armed nation already beset by a
Taliban insurgency.

The only city bucking the trend is the violent
megacity of Karachi, Pakistan's financial
heart - thanks to Tabish Gauhar and his team
at the Karachi Electricity Supply Company
(KESC).

"It has consumed every ounce of my energy,"
42-.year-old Gauhar told Reuters in his

Port Megacity

Reuters by Katharine Houreld

wood-paneled office. "But we have helped
millions of people."

The new government of Prime Minister
Nawaz Sharif won an election in May partly
because it promised to fix the power cuts.
Now many are wondering if KESC's
successful privatization will be repeated
elsewhere.

The government is due to release its energy
strategy this week. One official said it was
going to look closely at privatizing more
state-run power companies.

Power Struggle

Pakistan's power companies share similar
woes. Staff are often corrupt and influential
families won't pay bills. The government sells
power below the cost of production but pays

subsidies late or not at all. Plants cannot

afford fuel.

At the staterun Peshawar Electricity Supply
Company, the majority of staff are illiterate,
most new hires are relatives of existing staff
and 37 percent of power generated was

stolen, a 2011 USAID-funded audit found.

KESC had all the same problems when
Dubai-based private equity firm Abraaj
Capital bought a controlling stake in 2008.
Gauhar and his Abraaj team decided to slash
the workforce by a third, cut off non-payers
and destroy illegal connections.

It started a war.

Redundant employees offered to work for
free because they made such fat kickbacks.
When management refused, thousands of

protesters ransacked KESC's headquarters.
They camped outside for months.

Gunmen attacked Gauhar's house. Workers
crossed picket lines every day on the floor of

police cars and more than 200 KESC
employees wvere injured.

"We felt very lonely then," said Gauhar, who
moved from CEO to chairman of KESC
earlier this year. "When I used to visit one of
our injured employees in the hospital it was
hard for me to look them in the eye."

Many in the populist pro-labor government
vilified KESC. Later, legislators tried to arrest
Gauhar for not attending sub-committee
meetings in the capital.

Collecting Cash

After the protests dissipated, KESC's next
problem was making customers pay. More
than a third of KESC's electricity was stolen
in 2009. Those who got bills often ignored
them.

One wealthy patriarch said he couldn't
possibly start paying because his colleagues
would think he had no influence left.

KESC started cutting off non-payers. When a
transformer burned out in an area with high
theft, KESC asked for two months' payment
from the area's residents before replacing it.

KESC divided up the city of 18 million.
Areas where 80 percent of people pay bills
now have no regular power cuts. Areas with
high loss ~ often crimeridden, sweltering

slums ~ have long power cuts. KESC is widely
hated there.

Driver Muhammed Fayyaz says his
neighborhood often has up to 10 hours of
cuts per day. Summer temperatures top 40
degrees Celsius and protests are frequent.

"People block the main road and throw
stones at passing vehicles," he said.

Fayyaz lives in a high-theft area. Stealing
power is easy. Makeshift wires with metal
hooks festoon KESC's lines in the sun-baked
streets. Some lead to roadside businesses.
Others head into the distance atop lines of
makeshift bamboo poles.

"We clean them up but in five minutes they
are back again,"” said KESC manager
Muhammad Siddiq.

Mafias control the illegal lines. KESC staff
who remove them are often attacked. Ten
were taken hostage in a single incident last
month. A mob attacked Siddiq's office hours
after he spoke to Reuters.

Some slums are held by the Taliban or gangs,
and KESC staff can't even enter. They are
experimenting with licensing powerful local
businessmen to collect bills and cut off
non-payers.

Brighter Future?

But the painful reforms have begun paying
dividends. Last year the company made its
first profit in 17 years. Theft has fallen by 9
percent in four years. Half the city, including

two industrial zones, does not have daily
power cuts.

"It has made a big difference to my business,"
said tycoon S.M. Muneer, whose leather and
textile factories employ thousands. "I cannot
run a textile factory on a battery from my

car.

Not everyone is happy. Gas shortages and
maintenance problems still cause long power
cuts. Customers who do pay bills suffer if

their neighbors don't. Many poor can't afford
the bills.

To improve customer relations, KESC gives
free power to hundreds of charity schools
and uninterrupted or subsidized power to 18
big public hospitals. KESC also built new call
centers, connections and power plants.

The gleaming Chinese-built gas plant at the
city's Bin Qasim port can generate 560 MW.
But Pakistan rarely has enough gas for the
plant to work at full capacity.

KESC blames that on national gas shortages,
but the Sui Southern Gas Company, which is
70 percent governmentowned, says that
KESC owes it $500 million. KESC disputes
the figure is that high and says it is offsetting
the payment against outstanding bills from
government entities that total $720 million.

"We've still got problems," said Syed Nayyer
Hussain, KESC's new CEO. "But at least

we've started.”
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Q1: We are passing through very testing times
with much political instability and a law &
order situation going on, what steps should be
taken to turn around/stabilise Pakistan
economically as well as administratively?

Ans: We need an honest and sincere reformist
leadership to steer the country out of the mess we
are in. Public service is all about achieving
maximum good for the maximum number of
people in the society - there will always be a few
losers, however, who need to be supported by the
State to enable them to get back on their feet.
Meritocracy is also extremely important in the
policy making leadership team - our existing
political system of one man - one vote should
not mean that we compromise on quality. We
need to redefine and encourage our real heroes
who perform public service, away from the
limelight, and often put their lives at stake for the
greater national good - instead, our society
chases TV celebrities and sports stars as our role
models.

Q2: With the country sliding back into
economic recession and creating extreme
joblessness, how can we create job
providers/entrepreneurs rather than job
seekers?

Ans: We need to increase the size of the
economic pie, to accommodate the vast number
of both white and blue collar workers seeking
employment. That requires local as well as
foreign investment (in infrastructure, for
instance) to stimulate the economic activity that
has seen our Investmentto-GDP ratio almost

Tabish Gauhar, on the list of

halved during the last 5 years. We need to
incubate and provide an enabling environment
for young entrepreneurs to succeed - this is
where the bulk of new employment is going to be
generated. The worst choice is to artificially
create (dump) more employees in the already
overstaffed public sector enterprises. The size
and resilience of our informal economy has
demonstrated that the SME sector is the real
engine of economic growth and job creation for
Pakistan, as it’s true for the emerging markets as a
whole.

Q3: We are not poor in resources but ineffective
managers, could effective managers and
corporate governance help us deal with this
dilemma?

Ans: There is no substitute for passion, integrity,
and empathy in a reformist leadership team -
competence can be out sourced or hired.
Corporate governance is nothing but doing the
right thing - an effective set of internal controls,
for instance, is like car brakes that would allow an
organization to drive faster.

Q4: What is leadership to you? Are leaders born

or made?

Ans: A reformist leader is never in a popularity
contest; he seeks to do the right thing at the right
time, always keeping the end goal and the bigger
picture in mind, and not focused on the next day
headlines or short term earnings as his guiding
principles. History teaches wus that all
"transformative" ideas are met with skepticism
and often downright hostility in the beginning,
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but are subsequently embraced as "thought
leadership". Leadership can be nurtured but not
manufactured.

Q5: What are the challenges for the business
leaders in Pakistan? Differentiate between a
good manager and a good leader.

Ans: “Know Thyself” and “Fix Thyself”, first and
foremost! For a sustainable turnaround, the most
difficult challenge is to the change the deeply
entrenched mindset and habits of your own
employees. Balancing the interest, needs, and
wants of a diverse set of stakeholders is also a
tricky proposition - it should never be a zero sum
game, however; in other words, one stakeholder
should not be willfully benefitted at the expense
of another. Leadership is all about longterm
value creation and vision; a manager is a short
term task master.

Q6: What are the core competencies of
leadership that you want to see in our new
managers & business leaders?

Ans: For a true leader, it is not a 9am to 5pm
"job" but a mission to make a positive difference
in the lives of others. His ideals and ambitions
should be consistent with the organizational
values and vision.

Q7: We are faced with a dilemma in
professional ethics, how can we inculcate a sense
of ethics in our managers?

Ans: Corruption has becomes endemic and
embedded in the fabric of our society - everyone
participates in it, the only difference is the
amount involved. The big guys get away with

siphoning billions - whilst the small guy (who
usually “takes” from his fellow small guy) is
content with a few thousand rupees because
that’s all he can lay his hands on. A degree of
"fear factor" is an inevitable prerequisite - in an
organizational setup, for instance, employees
should know that if they're caught doing
something illegal, no force on the planet can save
thfm, with no compromise or exceptions to this
rule.

Q8: What is your vision, mission, core values
and shared behaviors that define vyour
corporate culture? How do you make sure that
people live, act and breathe your organization’s
core values?

Ans: Our Vision is to restore and maintain pride
in KESC, Karachi and Pakistan. Our Mission is
to brighten lives by building the capacity to
deliver uninterrupted, safe and affordable power
to Karachiites. Our Values revolve around Belief,
Trust, Openness, Dependability, and Empathy.

It is important to inspire and build an internal
“coalition of the willing” to drive through the
"value agenda" against the inevitable resistance
from the forces of status quo. To achieve
transformation, it is absolutely critical to
establish the "writ" of the management - there
cannot be more than one power centre within
the organization.

Q9: Please share your key business strategies or
business model that has led you to this current
stature?

Ans: Our strategy has revolved around
undertaking much-needed holistic reforms
across the value chain, with a credible and
professionally managed road map, under a
public-private partnership model, balancing the
needs of all stakeholders, focusing on both
supply and demand management and changing

the public mindset for greater national good. No
“rocket science” involved in the equation!

Q10: Do you have the high performance team
with the right skill-set, mindset and valueset to
lead the business growth?

Ans: | think we are getting there, but it is a
continuously evolving process. Our emphasis is
on finding the right young talent and nurturing
them for leadership roles in the future.

Q11: What are the challenges and

opportunities in your industry/sector?

Ans: The key challenge in the energy sector is
Circular Debt which arises due to the wrong fuel
mix and low recoveries from certain segments of
the customer population. The energy crisis is
frustrating the realization of our true national
economic potential of 810% inclusive growth
needed to pull millions out from below the
poverty line. The most unfortunate aspect is that
we all know the underlying causes, and the
associated solutions, but are simply unable
and/or unwilling to do anything about it. There’s
no unity of thought at the policy making level
because a win-win proposition, i.e. keeping
everyone happy, no “creative destruction” of
vested interests, etc, is simply impossible to
achieve.

Q12: Being the head of your organization,
what are your strategies regarding succession
planning and developing next generation of
leaders?

Ans: A KPIdriven performance culture is now
embedded in our organization's DNA where
there’s no such thing as job security unless the
employee performs his or her job with integrity,
passion and persistently strives to achieve the
organizational objectives. No organization can or
should revolve around individuals or

personalities — unless the SYSTEM is fixed and
put on a solid, sustainable foundation, the
mission will never be achieved. People come and
go; institutions ought to last; we don’t need
individual heroes but strong systems that are
oblivious to who's at the helm of affairs. There's
no dearth of talent in our organisation.

Q13: Please share your best management
practices for others to follow as benchmark?

Ans: There’s no magic wand or Eureka solution
to the systemic, structural issues faced by a
distressed organization in need of turnaround. A
clear  vision/mission/strategy/business  plan
needs to be articulated and put into action
through a consistent set of “roll up your sleeves”
common sense actions, day in day out, and the
results will inevitably start speaking for
themselves. Let Reality prevail over Perception
ultimately.

Q14: How would you define your leadership
and management style?

Ans: There shouldn't be inconsistency between
what you preach and what you do - otherwise,
join politics! Consistency is key. Leaving an
institutional legacy behind is much more
important than short term populist temptations.

Q15: Any message of hope to the young
generation of managers, entrepreneurs and
business leaders.

Ans: In a rapidly evolving world, the only
constant in life is change, so whilst sticking
uncompromisingly to the fundamental values
and principles, learn to adapt and be flexible
enough to proactively respond to external
changes as they occur. Play your innings to the
best of your individual abilities, with passion, but
don't take yourself too seriously! Have Faith.
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Captive Power Handling is an

I he policy clearly states

that gas will only be supplied to captive
power plants only when the needs of

WAPDA and KESC have been served,
which is clearly not the case at present

Previous year, we burnt almost 1 million ton
of furnace oil which is equivalent to Rs. 50
billion. Two vyears back, we had burnt
furnace oil of Rs. 25 billion. The price of
furnace oil in the last two years has doubled
and that of gas has also increased. You have
to remember the more expensive our input,
higher will be the power tariffs.

Even Bigger Scam

BR: How was the emergence of captive
power plants affected KESC’s operation?

TG: The dilemma is that the captive power
producers in Karachi are getting 180 mmcfd
currently, whereas KESC being the utility
company of the city is receiving only 120
mmcfd. There is efficiency loss in this
distribution of gas, as KESC could have
generated 800 MW from the same amount of
gas, whereas the captive power producers are
not generating more than 600 MW. We
guarantee uninterrupted power supply, if
given this gas which is going to the captive

power plants and being burnt inefficiently.

The gar allocation policy of 2005 is being
blatantly violated to facilitate the captive
power plants. The policy clearly states that
gas will be only be supplied to captive power
plants only when the needs of WAPDA and
KESC have been served, which is clearly not
the case at present. People talk about CNG
licenses and all, but if you sit back and
analyse the captive power handling, this is an
even bigger scam that took place.

The gas allocation should be prioritised in

such a way that the power sector should sit
second on the priority list following the
domestic sector. Power generated through gas
is at least four times cheaper than furnace oil-
and it is no rocket science for the government
to understand that. We should not be last on
the priority list, when it comes to gas
allocation.

It will not only result in cheaper electricity,
better fuel mix, a lot less burden in the form
of fuel surcharge and it will ease the fiscal
side for the government as the pressure form
subsidies will subside.

IMF’s pressure will eventually result on the
phasing out of subsidy which will put added
pressure on the industrial and middle class
consumers. And going with the same fuel
mix for power generation, will be
catastrophic for the customer’s economy.

Reduction in cost of generation should be
the focal point of the power generation
policy. If the government provides us the
promised 276 mmcfd gas, our tariff
differential claims would be negligible- which
would benefit the entire chain and circular
debt will ease off. This will bring in efficiency
to the overall system and we would even be
able to reduce the load=shedding in the high
loss areas, when we have the liquidity which
is possible only when the overall generation

cost comes down.

BR: What is the main problem that
Pakistan’s energy sector faces?

TG: The problem in the energy sector is that
an integrated energy plan has never been put
in place. The basic reason for this failure in
my view is that we have too many cooks
looking after the energy sector. The common
ground is missing, as the number of
ministries is a lot more than what is
desirable. Every country has a ministry if
energy which will bring synergies and
efficiencies in the system. The regulators
should be independent and not under the
political administrative influence- merge
them in one entity and make them
competent.

BR: What needs to be done in medium to
long term?

TG: In the long run, exploiting Thar coal,
generating hydel electricity, focusing on
energy conservation and efficiency are
absolutely must. The efficiencies of a number
of domestic appliances are absolutely
pathetic, it is bordering to the criminal. We
can save thousands of MW through better
implementation of conservation and
efficiency reforms.

God willing, we will put up a coal based

power plant in Thar and we are very serious
about it. We have done a feasibility study
with Oracle and from the techno-economic
angle, they have declared it viable. We will get
cheap electricity from Thar, the initial plan is
to commence with 300 MW. It will help a
great deal in balancing the mix and reducing
our reliance on thermal production and will
free gas for industrial usage.

Another thing that we are doing is that we
plan to convert our oilfired unit into
coal-fired ones. We have engaged with a
world renowned US firm for facilitation in
conversion. Electricity produced from coal
will be around Rs. 6-7 per unit, which would
still be significantly lesser than FO based
power generation. We are in the detailed
engineering process and the conversion will
take 18 to 24 months. We are taking the lead,
and once we do it, others will definitely
follow us.

You have to have the right people at the right
place. Political interference from the energy
sector has to end. This is why we are not in
the good books of many a people because our
job is to focus on our core business and not
to entertain political hiring. We have worked
very hard and we have to fight for it every day
to be independent form political pressure.

BR: KESC enjoys monopoly in Karachi. Is
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there any chance new players can enter the
field to bring in more competition?

TG: We encourage competition. Maybe five
years from today, you will see more
companies distributing power in the city. We
will pioneer competition in the city by
unbundling KESC. There is already an
understanding with the government that the
KESC will be unbundled like WAPDA, into
several generation, one transmission and
several distribution companies.

Once you do that, KESC will be much
incentivised to either sell the company to
distribution parties or offer the management
to third parties. I would love to offer the
more troubled areas to the government or
other interested parties. I would not want to
make money out of those areas, I'd rather
cover the fuel cost and stop making losses.

Once deregulated, consumers can also have
choices to use electricity from any
distribution company of their choice which
would further invite competition. Legally, no
one can touch our license, we were offered
the license as a monopoly, so in effect, we will
break our own monopoly.

BR: What are your views on LNG and its
potential in Pakistan?

TG: LNG is expensive at the moment, but

with US now in surplus, the equilibrium
price will come down to $89 in five years
time.

We are in active discussion with Shell, Vitol
and Fauji consortium for the infrastructure
development of LNG terminal. We will
facilitate the process and we will take 40
percent from the facility. When the LNG is
in the system, the government should
introduce a weighted average gas price. We
are even willing to put in equity in the LNG
project, if that helps fast-tracking he project.
Import facility is very important- pipeline gas
import may disrupt should a crisis erupt.

BR: What are your suggestions to reform
the distribution companies in Pakistan?

TG: There are two types of distribution
companies- the good ones and the not so
good ones. Whether you privatise the good
ones first or the bad ones is the million dollar
question. If you privatise the good one, it will
set the example, but the upside for the
investors may not be that lucrative. The
bleeding discos should be the first ones to be
privatised. If 1 were the decision maker, I
would sell them for free to at least get the

burden off my back.

You have to spin off the loss making discos

first. Take KESC for example, before

privatisation the government used to fund
the loss of KESC. Now whatever loss we
make, it is funded from within, which is a
multi billion rupees relief to the government.

The mindset has to change- electricity has to
be prices accordingly and certain standards
have to be followed. At the end of the day, it
is a utility service, therefore affordability
issue cannot be overlooked completely either.
Privatisation is the key in the longer run, but
[ fear that nothing will happen soon,
elections being so close.

BR Interview by Ali Khizar & Zuhair
Abbasi
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On the Road Towards Total Transformation

Karachi Electric  Supply

Company CEO Mr. Tabish Gauhar shares
with Terry Gangcuangco how they are
beginning to transform not only the power
utility but also the mindset of its customers, a
challenge that is seemingly daunting but is met
with positivity and high hopes.

As new CEO of Karachi Electric Supply
Company, what do you envision for the
power utility under your stewardship?

A 360-degree value creation and consumer
equity that matches our monopoly city
coverage! The Company had operated under
government control for nearly a century; and
after inception in 1913, the KESC was
privatised in November 2005. Over the years,
the business developed an attitude of
non-performance, lack of accountability and
indifference towards the customer. The utility

suffered enormously as a result. The concept of
public service vanished entirely from the
company's style of working.

To cite just one example, today we face up to
38 percent transmission and distribution
losses. This single metric expresses what exactly
we had inherited, after Abraaj Capital took
over managing KESC's affairs in September
2008. Starting from this position, we pledged
to transform this Company into a successful
powerutility, which not only fully caters to the
ever-increasing power needs of the city of
Karachi, but also emerges stronger on the
commercial side. We have an internal call to
action that we call "Azm," a "belief towards
success". We envision a transformation of this
Company that is "inside out" before anything
else - we are still working towards that. We have
no doubts that this is a gigantic task, but [ am
realistic and hopeful of achieving this goal.

What do you see as challenges being faced by
the energy sector in Pakistan? How is the
company instrumental in addressing these
challenges?

Pakistan's energy sector faces a huge shortfall
against the existing demand, between 2000 to
3000 megawatts. Basically, our energy sector
faces an issue of source or fuel, along with a
shortage of generation capacity. Enhancing
cost effective fuel sources is a bigger challenge
alongside expanding generation network. The
irony is that in Pakistan we possess great fuel
reserves, but we have yet to exploit the full
amount of our hydro potential on one hand,
and to take advantage of our coal, on the
other.

An equally important challenge that the
electricity sector faces exists in the shape of a
very strong tendency of stealing, or illegally
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using electricity on the part of a big
pro-portion of our users, we estimate half of
residential customers. Overall, they belong to
all groups, from the poor to the affluent (who
steal in a far more systematic way than '"hook' or
'kunda' connections that you see also over
Karachi). Theft is an issue not only across
Karachi, but all over the country. This is a
behavioural and societal issue - people who
steal do not consider electricity theft a crime.

The third challenge is non-payment of
electricity bills. Just in Karachi, over 30 percent
of the consumers do not pay their monthly
bills on time. Many have not paid for years.

Finally, we need to make our Ccitizens
appreciate fully the cause of electricity
conservation. These are the most important
challenges that our energy sector faces. We
have been working on these ever since we took
over.

We need to transform the mindset of a big
majority of our consumer base. We are already
running several public messaging "political
style" campaigns; our top management people
reinforce core messages in news media: in daily
media briefings, interviews, TV talk shows,
public meetings and wherever they get a
chance to speak, all to shift the public mood
and mindset, alongside the obvious area of
operational improvements.

We also put paid advertisements on
newspapers and television channels and have
become a significant media spender, all in the
longterm goal of further value enhancement
by rebuilding a highly damaged brand equity
and fractured consumer dialogue. We even go
as far as to public identify in ads and press

briefings the bigger individuals involved in
electricity theft.

We have embarked on an operationally-rooted
CSR Programme to ensure we are seen to be
playing an active, positive social role. We
believe fully in contributing towards an over-all
social improvement, to help our company and
the city to step forward more confidently.

KESC has issued its extensive transformation
plan. What are the plan's focal points and
implications?

We have a transformation plan to change the
mindset. In practical terms, since our
management team took over the affairs of
KESC in September 2008, we have already
added 450MW of internal generation capacity
to our system; and to cater for the future
demand, we have embarked on an ambitious
program to add more MWs to our system.
Under this program: a 560 MW power plant is
under execution to be commissioned by 2012;
87 MW of third party contracts have been
signed with small suppliers under our Captive
Power Policy. Recently we signed three MOU,
one with Oracle Coal Fields of UK for the
development of a 300 MW coal-fired power
plant at Thar, and two MOUs with Chinese
companies to add about 700 MWs to our
system using local and imported coal.

As a responsible corporate citizen of Karachi,
we are actively pursuing renewable energy
solution to meet the future needs. We are in
active discussion with GE and High Mark
Energy (from Canada) to explore the use of
biogas from waste product for electricity
generation.

For our transmission network we have already
added seven new grid stations and another two
are due to be completed by the 3rd quarter of
2010 to relieve the load on our existing grid
stations and serve new customers.

We are revamping the distribution
infrastructure across the 18 towns of Karachi
under a PKR 2.5 Billion Model Town Project
due to be completed by 30 June 2010. To
improve our customer service and provide
one-stop solution to our valued customers, we
have launched three "onestop" consumer
Integrated Business Centers (IBCs).

We expect to cover the entire KESC consumer
base by the year end by launching 25 new IBCs
in 2010/11. We have also revamped our all
important call centre operations and increased
the number of agents from 70 to 350 over the
last year alone.

What direction do you fore-see for the power
sector?

We expect the power sector in Pakistan to
grow, in view of the population growth and
related demand and coming developmental
projects. Our commercial and industrial
sectors are still growing, infrastructure is
expanding. All this calls for a speedy growth in
the power sector. We play our part to be able to
contribute towards this decisive growth point.
We need to explore all areas of developing the
power sector to an optimum level. Inevitably,
we need to shift to coalfired plants as a Phase |
change. That is the major target in front of us.
Work has already started on further coal
exploration. That is the direction clear for our
power sector and we have already started to
anticipate and move in that direction.

Interacting with KESC People

Contrary to all the

propaganda unleashed against me, I wasn’t
“antilabour”. How could I be when I knew
that it was the blue-collar workforce that toiled
in the heat to keep the lights on and was the
real backbone of the company. In 2010, we
signed a Charter of Demands with the CBA,
the first one in almost a decade, under which
the workers got a handsome pay increase and,
most crucially, nearly 5700 “contractual”
employees were fully “regularised” and brought
at the same level as the so-called “permanent”
employees. This last aspect was politically
contentious, and I had no pressure to do it -
but I did it because it was morally the right
thing to do. Likewise, we did a fair bit to
streamline the housing policy for the
employees and improve the living condition in
our various colonies - although I confess that
we have not yet “fixed” the issue. For the first
time in the history of KESC, we introduced a
relative performance matrix (“bell curve”)
evaluation system for not just the white-collar
but also the non-management employees
(including a “variable yearly performance
reward matrix” for the latter) to give visibility
on employees’ capability and contribution to
the organisation, to reward the good
performers and filter out the incompetent. We

reactivated our in-house training center
(renamed “AZM Learning Institute”) to
provide standardised and structured training
programmes to our employees - [ can probably
safely say that by the time I left the CEO
position, we were arguably running the largest
internal training programme in the country. A
lot of credit for this goes to Asir Manzur (also
Ali Khurram Pasha later) with whom I shared
the passion for making KESC a “learning
organisation”, maybe not in our lifetime but at
the very least sowed the seeds for it. When we
decided to outsource all of our nearly 4500
non-core job positions, under a Rs.6 billion
Voluntary Severance Scheme (VSS), to realise
our goal of transforming KESC into a more
customer-centric organisation, all hell was
bound to break loose and it did. It was a clash
of ideas - between the new and old KESC, of
ideologies, conflict of interests, competing
power centers within the same company,
challenge to the status quo, etc. The resistance
was violent, as expected, and we went through
arguably the longest industrial action strike in
the country’s history. We took a lot of body
blows, but stayed the course - we had no
choice, we weren’'t here to maintain the
equilibrium but to change the system. Allah
gave us the courage and determination to stick

to our principled stance, notwithstanding all
the external and internal pressures - it was
during this episode that I truly understood
what “it’s lonely at the top” meant! In the final
analysis, the KESC head count reduced from
over 17500 in November 2009 to less than
12000 in Feb 2013, “against the tide” in an
ideologically-opposed political environment
(2008-2013) - but it really wasn’t about
reducing payroll expense (which actually
increased during my tenure due to all the other
“positive” steps we took for the deserving
“core” employees) but establishing the writ of
the management, having the right number of
right people at the right place, and sticking to
our core business fundamentals. Throughout
this entire exercise, barring a few exceptions,
we received little support from anywhere - it
was politically incorrect for most people to do
so whilst they all appreciated the merit of our
argument in private. I think we now have a
work force that’s core to our organisational
needs, and through continued induction of
fresh talent (we have one of the largest trainee
engineer / management trainee programmes
in Pakistan), we have hopefully set the
foundation for a more productive and satisfied
workforce.
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1 ]anu_ary 2010

.

One of the things I was
personally most focused
on was to inculcate a
Safety Culture within
KESC, when none existed.
Under the able leadership
of Amir Zafar, I can safely
proclaim that we’ve now
come a long way with an
established set of
international standard
HSEQ policies &
procedures.

Yet, a lot remains to be
done and we had several
fatalities during my tenure
despite our best efforts
(mostly due to over

confidence). It was
impossible to console the
families of our fallen
workers who died in the
line of duty.

[ always told the workmen
(linemen, karkuns, etc)
that they should NOT
work unless they are
provided with the
appropriate PPEs, etc - no
compromise on safety. Yet,
our overall culture,
(“zindagi/ maut to Allah

kay hath mein hay”) didn’t
always help.
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The AZM conference
series turned out to be the
largest employee
engagement programme in
the history of Pakistan’s
corporate sector, catering
to approximately 8,500
employees, covered in 46
sessions. The idea was to
highlight KESC’s journey,
its way forward, along with
a pledge to restore Karachi
to its former glory.

) éZM Conference GM & Above 31 January 2011
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One of the many employee
sessions and focus group
meetings that provided me
with an opportunity to
interact with our people. It
was never enough and |
always felt “guilty” about
that.




29 April 2011

Celebrating the success of
our football team.
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Farewell to Mr. Dale
Sinkler, ex head of
generation and
transmission, and a key
member of the leadership
team.

17 September 2011
¥ # - .

13 August 2012

As part of our AZM
change management drive,
and to promote healthier
extra-curricular activities
amongst our employees,
we organised numerous
events, including naat
khawani - at this
particular event, I was
quite mesmerised by the
“hidden” talent; frankly, I
thought some of our
people could easily qualify
to be amongst the top naat
khawans of Pakistan!
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Before

After

The working environment The majority of our

at most of our 100+ offices employees now have a

was terrible and heavily conducive and

politicised, to put it professional environment

mildly. You can’t expect to work in. However, a lot

the employees to fire on all more remains to be done
and something that I

remained extremely

cylinders if you can’t even
provide them with a

decent working “sensitive” about.

environment.
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From: Administrator

Sent: Tuesday, July 12, 2011 6:16 PM

To: All KESC Employees

Cc: Administrator

Subject: Committed to KESC's Turn Around - A SHARED DREAM of all of us

C L ith the

support of thousands of dedicated officers
and workers who share the vision and
passion of turning KESC into a world class
power utility, the new management team
has been working selflessly to transform
the company for the betterment of its
customers, the people of Karachi.

Notwithstanding all the hurdles and
distractions, a lot has been achieved in a
relatively brief time period and a lot more
needs to be done. The reform agenda has
shaken a small minority of people who are
not sincere in improving the performance
of the company or service to its customers
and desire to maintain status quo so that
they can continue to pursue their vested

A Shared Dream

interests. Over the last few months, these
people have crossed all limits of lawlessness
and morality, and have been spreading all
kinds of rumors to mislead workers and
create confusion in their minds so that
they can continue to use them for their
ulterior motives.

We want to reiterate that the new
shareholders took charge of KESC not just
because it is a good business opportunity
in the long run, but also because they felt
that transforming KESC would bring
about a profound positive change in the
lives of over 20 million people who live in
the city of Karachi. They also believe that
because of Karachi’s significant role in
Pakistan’s economic development, a

positive change here would trigger a wave
of prosperity across the country. Their
vision remains unchanged and their
resolve is only getting stronger with every
passing day.

Since privatisation in November 2005,
various local and international investors

and lenders have injected nearly US$1
billion into KESC.

This  massive and  unprecedented
investment has enabled the company to,
among other things, add over 1000 MW of
new generation capacity (of which 450
MW is already a reality and the balance
(560 MW) would be commissioned by the
end of first quarter 2012), and augment the

Transmission & Distribution network and
Customer Service infrastructure. This is all
driven by and in line with a Strategic
Business Plan that is well on track on most
work streams, notwithstanding fuel supply
and circular debt issues that reflect
government’s  failure to  fulfill its
commitments.

KESC is the first privatisation initiative in
the power sector by GOP under the reform
agenda, and the government is equally
keen on making this major initiative a
success. Around 170+ institutional
investors from across the globe (Middle
East, Europe, America, Far East) and
various multilateral lending agencies
(IFC/World Bank, ADB, OeKB, etc) are
also  closely watching how various
government institutions are facilitating
this strategic shift and if their interests are
being adequately safeguarded. Amidst this
international focus and supervision, if
anyone thinks that KESC can be subjected
to any 'subversive adventure", he is
obviously unaware of the complex reality of
KESC as a truly private sector
multinational entity.

We have come a long way despite all the

barriers, and we have no doubt that
together we will transform our shared
dream into reality, Insh Allah. We look
forward to your continued support in our
journey towards excellence.

Regards

KESC Management
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From: Administrator

Sent: Tuesday, July 19, 2011 12:09 AM

To: All KESC Employees

Cc: Administrator
Subject: Summary of events

The Violence in Short

I he good news

is that 2,800 out of 4,500 non-core
employees have accepted Voluntary
Separation Scheme, about 60%, that is. By
any standards, the scheme has been
successful.  The non-core employees
expressed their willingness despite great
coercion and pressure from the defunct
union. Many could not even file their
applications because of the attacks and
manhandling at the hands of union
miscreants. Obviously, the non-core
employees could see a golden opportunity
in the VSS of a bright future for themselves
and their families. Ironically, they faced
great torture at the hands of the same
so-called union leaders who have been
pretending to protect their interests.

The bad news is that the defunct union
cannot read the writing on the wall and has
been continuing to abuse and misuse the
utility’s resources to subvert and sabotage
the electricity supply system of the City.
This is the company that they call their
“mother” that they have been destroying.
At the moment, the union miscreants have
over 50 repair vehicles in their illegal
possession for over two months that they
misuse to push their unholy conspiracy
against the population of Karachi. They
have committed this crime knowing well
that these vehicles ought to have been on
the road repairing local faults that have
been piling up since long and causing great
hardships to our valued customers. That is
besides the siege of offices and

installations, attacks, harassment and
mental and physical torture to the KESC
employees that they have been causing for
over two months.

What's worse is that the defunct union
activists have recently threatened to push
the City into complete darkness very soon.
This threat is not only in clear violation of
the law of the land, but also a confession
right from the devil’s mouth. This portrays
their mindset that pushes them towards
darkness of insanity, lawlessness and
subversion. This is not the first time that
they have confessed this. Their hooligans
and miscreants have always been daringly
announcing their misdeeds and

challenging the writ of law when they

attack KESC employees and assets all along
their nefarious campaign starting May 9.
The most important witnesses to their
crimes are the common citizens who
personally observe every other day one or
the other group of union hooligans
attacking KESC repair teams and harassing
them, and then demanding bribe money to
fix the same local fault that the teams were
tending to. The miscreants have also been
besieging Central Stores of the utility for
over a week to block issuance of
transformers, cables and other equipment
for replacing the faulty ones. All this in the
name of protest!

Here is an wupdate of union-caused
incidents and attacks till July 17:

July 1: A group of union miscreants
attacked the General Manger of IBC
Gulistan-e-Johar, Ali Akbar Baloch, and his
sons at his residence Friday evening while
they were proceeding to the nearby mosque
for Maghreb prayers. The GM and his sons
narrowly escaped the attempt to murder as
the culprits were forced to escape by the
local residents.

July 2: An HT jointer, Irshad, was

kidnapped by union miscreants who

introduced themselves as KESC union
activists and ordered him to stop working
on a high tension joint near YMCA hostel
in Saddar area at dagger point. His last
message to the management was that the
attackers had wanted to take him to some
place in Keamari. He was later found in
very bad condition, inflicted with several
knife injuries on his body. He was admitted
to Liaquat National Hospital where his
condition is said to be precarious.

July 3: The union miscreants attacked a
mobile maintenance team of KESC while
working on a fault in Bath Island area.
They kidnapped and tortured the van
driver, Mohammad Shoaib and looted his
cell phone and Rs. 2500 cash, and also
damaged the van. They manhandled team
members including Assistant Engineer
Arsalan, Senior Lineman Alam, Lineman
Shahid and Karkun Alfred, besides
snatching the switch handles and other
equipment from them. The driver was
found seriously injured after several hours.

July 4: Raza Ali, Manager, narrowly
escaped a life attempt as union miscreants
directly fired gunshots at him outside his
residence in Block ‘Q’, North Nazimabad.

The miscreants surrounded his car while

he returned from work, and directly fired
gunshots. Five bullets hit his car but
fortunately none touched him. The
miscreants escaped the scene later.

July 5: The union miscreants stole bush
bars and leads of Dow Medical College
Hostel Substation causing the installation
to stop functioning. The miscreants also
damaged the HRC base besides stealing all
low tension leads from bushing to panel
along with low tension copper bush bars
and 10 grips from the substation.

July 7: A maintenance team was busy
cleaning insulators of KCR-CCP Circuit
when a group of union miscreants attacked
them and forced the work to stop on
gunpoint. They manhandled the team
members and asked them to leave the work
unfinished. Upon the insistence of team
members that they had been instructed to
restore the tripped circuit by the KESC
management in the best interest of the
power supply to the City, the attackers
threatened that next time they would open
gun fire upon them if they were seen
tending to work on any transmission line.
The circuit had tripped on June 26-27 that
was restored soon after but the extra high
tension transmission had not been found
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to be smooth as the insulators spread upon
three kilometers of the circuit needed to be
cleaned of dust particles.

July 8: Four PMTs were damaged by the
firing of miscreants in Qasba Colony,
causing outages in the linked areas and
putting financial burden on the utility.
These PMTs were: Haji Saeed PMT-500kva;
Pole 4-500kva; Pole 103-250kva; and,
Muslimabad PMT-250kva.

July 11: A group of union miscreants,
armed with automatic weapons, attacked
repair and maintenance teams at fault
locations of 132kV Dhabeji/BOC and
forced them to stop work. They damaged
three transmission vehicles and one extra
high tension vehicle. Two outsourced
vehicles and a crane fitted truck were also
damaged in the attack. They manhandled
the members of maintenance teams
hurting them badly. Drivers of the vehicles
were also injured in the attack. The
attackers also snatched transmission line
repair tools delaying the process of repair
work

July 12: About 15-20 armed union
miscreants on a Shahzore truck and two
motorbikes kidnapped KESC testing team

members belonging to SITE Grid while
they were locating fault at Frontier Colony
MCEF, near DFS gate. The culprits also
hijacked the testing van. Later they brutally
beat up the kidnapped team members and
threatened they would burn them alive at
Banaras Chowk. They also snatched the
Seismic Phone (testing equipment) from
KESC staff. Finally they released the team
members on the condition that they would
not attend any fault in that area. Badly
hurt in the manhandling are: Assistant
Engineers Farhan and Kashif, senior
supervisor M. Ali and van driver Sami.

Manager Riaz Kazim and Lineman
Muhammad Altaf were intercepted by a
group of union miscreants while on their
way towards Civil Lines Police Station for
checking energy meters. The attackers
insulted and physically manhandled both
KESC employees and hit the Manger on
his chest, shoulder and tore up his shirt.
The culprits escaped the place after
threatening the employees of dire
consequences in case they did not stop
tending to public complaints.

Another group of miscreants hijacked an
outsourced maintenance vehicle No.

KR-2426 while at work near Dawood

Chowrangi, dispatched from KESC’s
Quaidabad Operation Centre. The
culprits also kidnapped the driver Farooq.
They released the driver after four hours of
torture but kept the vehicle in their
possession and could not be traced.

July 13: Union miscreants attacked
members of an underground maintenance
team and hijacked a testing van very close
to the KESC head offices at Sunset
Boulevard. The team was at work to locate
underground cable fault. The kidnapped
employees got released after being severely
tortured by the miscreants who threatened
them to keep away from work. The culprits
also snatched a Seismic Phone.

Naeem Qureshi, General Manager VIBC
Landhi was roughly beaten up and abused
near Landhi-4, while heading to work, by
four motorbike riding union miscreants.
His car was also badly damaged. The
culprits escaped the scene hurling insults
and threats.

July 14: A violent and hostile mob of union
miscreants besieged the head offices in a
bid to attack the top management. Security
personnel cordoned off the adjacent lanes
and vacated the office buildings to

preempt any untoward incident while the
miscreants were still in the middle of
formulating black flag rally to attack the
head offices; hurling threatening slogans
against KESC management.

July 15: A group of hooligans led by Aziz ur
Rehman, Joint Secretary of the defunct
union snatched VSS papers from non-core
employees while they were coming to the
head offices for submitting the papers.
They also searched many others to find out
if they possessed the VSS papers.

A group of union miscreants attacked a
maintenance team from Region-II while
passing near Artillery Maidan police
station. The police intervened and arrested
an attacker while others managed to
escape. The police also recovered a
kidnapped maintenance vehicle from the
possession of union hooligans and
registered an FIR.

Another group of wunion hooligans
attacked members of a maintenance team
at old American Embassy Road while they
were on their way to replace faulty PMTs at
Preedy Street and School Road, Garden.
The attackers kidnapped the vehicle
LSA-4980 along with two PMTs of 250kVA

and 500kVA.

The union hooligans also attacked an
outsourced maintenance vehicle from
Shaheen Complex area while the team
members were attending to local cable
fault. The attackers damaged the vehicle

and injured KESC employees at work.
KESC has lodged an FIR with the police.

July 16: The union miscreants attacked an
outsourced maintenance vehicle No.
KM-6951 at Korangi Sector No. 5 when it
was on its way to attend local cable faults at
Teen Talwar. The culprits hijacked the
vehicle and manhandled driver Ajrum and
members of the maintenance team. They
fled the scene threatening the KESC
employees of dire consequences in case
they did not stop to perform their public
service responsibilities.

July 17: The defunct union miscreants
illegally and unauthorisedly misused, for
personal purposes, dozens of repair
vehicles that they hijacked during the two
months. At least 22 such vehicles were
openly seen parked at the labour union
camp near the Governor House. This
illegal possession of dozens of repair and
maintenance vehicles is depriving 20

million power users of early repair of the
piled up local faults. The culprits hijacked
these vehicles from wvarious public
complaint centres and repair and
maintenance offices. The defunct union
activists have also been misusing these and
many other vehicles for creating man-made
local faults in various localities and then
extorting money from helpless consumers
to fix these faults, causing issues like
fault-based outages, violent fluctuation of
voltage, and frequent interruptions. It was
at the Governor House camp where the
union miscreants threatened to cause a
complete blackout in the city.
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Retrenchment chapter not closed, says KESC chief
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Sacking of KESC employees
will not be accepted: Shazia
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151 From: Administrator <administrator@kesc.com.pk>

Subject: Post Appraisal (2012) Communication
Date: February 1, 2013 3:12:32 PM GMT+05:00

To: All KESC Employees

Cc: Administrator <administrator@kesc.com.pk>

From: Administrator <administrator@kesc.com.pk>

Subject: Post Appraisal (2012) Communication
Date: February 1, 2013 3:12:32 PM GMT+05:00

To: All KESC Employees

Cc: Administrator <administrator@kesc.com.pk>
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Annual Performance Appraisal - APA’12

c L e feel immense pleasure in

reporting that the 4th iteration of companywide
performance appraisals has been successfully
concluded with APA’12. This time around with your
active and wholehearted participation, we have
concluded APA-12 alongside the announcement of
the “Rewards” within the payroll cycle of January,

2013; which is an achievement to be proud of.
Key Highlights:

Bell Curve
Following is the distribution of Bell Curve achieved
through APA-12.

Rating Population %age
Outstanding 483 10%
Exceed Expectation 1,672 33%
Met Expectation 2,503 50%
Below Expectation 361 7%

Total 5,020 100%

60%
50% /\
40%

N\
30%
20% / \
10% 10%,

N 79

0%

Exceed i Met Below Expectation

Next Level Promotions

Following a rigorous and established set of
principles under the APA-12, a total of 287
management employees have been promoted as per
the following matrix:

Levels Total HC %age
Deputy Director & GM 15 5%
DGM & Manager 50 17%
D. Manager & AM/AEE 68 24%
Officer 154 54%
Total 287 100%

Rating Based Reward Matrix
Rating Sale Promotion* | 0S EE ME BE
Directors 6% 15% 9% 5% 0%
DD,GM and DGM 6% 17% 1% 7% 0%
Manager, DM and Am 6% 21% 15% 10% 0%
Officers 6% 19% 13% 8% 0%

*Incremental Promotion Reward

Following the best corporate practices, and also bringing uniformity in (management/non-management)
performance management policy, the 2012 Rating Based Reward Matrix has been divided into two
components:

a) Fixed @ 6.5% all across (except for Directors with ME rating)

b)  Variable Yearly Performance Reward (VYPR), based off individual performance rating within the
four (4) management levels

360° Appraisal

As a first step, 360° Appraisal has been adopted to
provide “Developmental Feedback” and “Career
Enhancement Opportunities” for our senior
management team (GM & above).

We would like to thank our management team once
again for the successful end-to-end completion of
APA 2012 in record time. We are confident that
together we are on the path of becoming a truly
performance-driven private sector organisation.

Annual Performance Appraisal (Non-Management) - 2012

H eartiest congratulations on the

successful and timely conclusion of Annual
Appraisal (NMS) - 2012. This system has
gone through two iterations to reaffirm our
performance based philosophy for both
non-management and management
employees.

In the spirit of openness and transparency
(one of our Azm values), we are pleased to
share with you the relative performance
rankings of the 5526 Non-Management Staff
(NMS) appraised for 2012:

January 2013 and valid for one year i.e. till
December 2013. Please note that this will be
in addition to the One (1) Grade increment
that will be given to each Regular NMS
employee effective December 2012. A
personalised APA letter has been sent to each
NMS employee.

REWARD MATRIX (%age of Basic Salary)

50%

Met
40% Expectation, 51%,
30%
20%
10%
0%

Exceed
Expectation, 30%

Below
Expectation, 9% Outstanding, 10%

Grades BE ME EE Outstanding
V, VL Vil 0% 6% 10% 16%
11, NIA, IV 0% 9% 13% 19%
LI 0% 13% 18% 24%

The company is continuing “Variable
Performance Reward Matrix” as per last
year’s practice to recognise and reward our
employees purely on the basis of their
performance. “VYPR” is effective from 1st

The concept of “VYPR” is elaborated as

follows:

1. The sole determinant of this variable
financial reward year on year will be
individual performance as measured through

the company’s approved/practiced “Annual
Performance Appraisal” (APA).

2. VYPR-2012 is an ex-gratia discretionary
payment to Regular NMS of KESC,
determined as per individual performance in
2012 and to be paid on monthly basis from
January 2013 to December 2013, subject to
disciplined behaviour of the individual.

3. VYPR is contingent upon individual
performance as well as overall company
performance.

4. VYPR is variable and vyear specific
discretionary payment shall not form part of
salary; and shall not be taken into account in
claiming any other benefit.

5. The Management shall withdraw this
VYPR-2012 ex-gratia discretionary payment
after December 2013. It shall therefore not in
any way form part of the terms and
conditions of employment.




153

Promotion:
Furthermore, following a rigorous and established
set of principles under the APA-2012, a total of 302
NMS have been promoted. Their salary will be
fixed in new grade after addition of an increment
admissible in the previous grade.
Special Centennial Award:
On the occasion of 100 years celebration of KESC,
the management is pleased to announce “Special
Centennial Award for the year 2013” for our NMS
employees.
Each NMS employee will be awarded Rs
1200/- per month from January to
December 2013.
At the end of the year i.e. 31st of December
2013, this award will automatically be
withdrawn without issuing any prior notice.
This award will not be treated as part of the
salary and shall not be taken into account in
claiming any other benefit.
Wishing you all the very best on accomplishing this

successful milestone along your career journey at
KESC. We are confident that we are together

moving in the right direction to becoming a truly
performance-driven private sector organisation.
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Leadership - Reforming a Public Sector

hat is a public sector
“mindset”” In a monopoly situation,
especially in an essential public service
category, the customer is taken for granted -
he really doesn’t have a choice, after all. He is
supposed to chase you, not the other way
around. In a public sector enterprise (PSE),
employees are rewarded for longevity of
service, not assessed against established
benchmarks or key performance indicators
(KPIs) - a performance culture is not
embedded in the organisation’s DNA. It is
almost impossible to weed out the
non-performer and the corrupt from within
the system, given the overly complicated set
of service rules, laws and regulations
governing the employer-employee
relationship. More often than not, a PSE is

Enterprise (PSE)

By Tabish Gauhar, March 2013

used by the ruling government as a political
tool (through their in-house proxies) and a
dumping ground to create employment
opportunities for loyalists - having the “right
number of right people at the right place” is
a very alien concept. Very little, if any, long
term planning is done, and most of the
decisions are made on an ad hoc basis.
There’s a budget but no concept of a “bottom
line” - unlike a private company, there’s no
Balance Sheet, P&L or Cash Flow Statement
to manage because, in the end, the State will
foot the bill and plug the hole. In other
words, Big Daddy will always come to the
rescue, so no need to burn the midnight oil
to stand and survive on your own two feet. As
and when needed, banks will lend money not
against the PSE’s assets and cash flows but

against a sovereign guarantee from the
Ministry of Finance. There’s absolutely no
incentive to improve service or grow the
operations, because no reward (monetary or
otherwise) is associated with that. There’s
little inclination to take a business or a
commercial view on any issue - the path of
least resistance and/or lowest common
denominator principle is always applied as a
means  of  selfpreservation.  Political
interference is tolerated by the top
management since most of them owe their
jobs to their political masters and do not
have the courage or conviction to say No -
simply put, they are too afraid of losing their
jobs.

On the contrary, a private sector “mindset” is

purely customer-centric, where every action
of the organisation is geared towards
retaining and growing the customer base
through improved products and service
quality. Customer is the King, not to be
taken for granted because more likely than
not, he’d have a choice to switch to one of
the competitors. A KPI-driven performance
culture prevails within the organisation,
where there’s no such thing as job security
unless the employee performs his job with
integrity and passion and meets the set
objectives. A private sector company focuses
on its core competencies only and outsources
all non-core functions to third parties that
can provide the same set of services much
more efficiently - it knows its primary
purpose of life and does not venture into
areas that can be better performed by others.
To survive and grow, it has to be
profit-oriented - it needs healthy positive
operating cash flows to invest in growth
infrastructure and to repay its debt; it also
needs to provide a consistently reasonable
return on its shareholders’ investment to
encourage further equity injection from
existing as well as potential new investors. As
investment dollar chases the most attractive
opportunity and zip code, a private sector
organisation does whatever it takes to attract
that dollar. Simply put, it needs to be
profitable to grow and survive in the long
run. Embedded in its cultural DNA is a very
strong focus on Sustainable and Responsible
Investment by employing the best
Environment, Social & Governance (ESG)

principles - it realises that its long term
survival is directly linked to the wellbeing of
the society it serves and regards itself as part
and parcel of the external environment and
not an island unto itself. And it never stops
seeking growth and expansion into new
products, services, and geographies - a
“local” champion would seek to become a
“regional” champion and the latter would
endeavor an international/multinational
footprint. Stagnation is death; the only
remedy is continuous growth and
innovation. To achieve this transformation
from a public sector to a private sector
“mindset” requires a reformist leader or

leadership with the following attributes and
hallmarks:

A reformist leader is never in a popularity
contest; he seeks to do the right thing at the
right time, always keeping the end goal and
the bigger picture in mind, and not focused
on the next day headlines or short term
earnings as his guiding principles. History
teaches us that all "transformative" ideas are
met with skepticism and often downright
hostility in the beginning, but are
subsequently  embraced as  "thought
leadership". To toe the conventional wisdom
or being politically correct is a sign of
intellectual bankruptcy, a perfect recipe for
failure. A reformist leader has the
self-confidence and belief to buck the trend
and stay the course.

He believes in active communication,

internal as well as external, but realises that
some information is to be shared on a
“need-to-know” basis and that organisations
are not “democracies” where the majority
view is always deemed correct - which is why
it’s indeed “lonely at the top” because the
buck stops with him. He, however, inspires
and builds an internal “coalition of the
willing” to drive through the reformist
agenda against the inevitable resistance from
the forces of status quo. To achieve
transformation, it is absolutely critical to
establish the "writ" of the management - there
cannot be more than one power centre
within the organisation. A degree of "fear
factor" is also an inevitable prerequisite - for
instance, employees should know that if
they're caught doing something illegal, no
force on the planet (except God) can save
them, with no compromise or exceptions to
this rule.

He manages expectations by
under-promising and over-delivering; he
keeps  emphasising that  performance
improvement is relative and should not only
be measured in absolute terms in a
turnaround situation. He understands and
actively communicates, without sounding
defensive, that it is unrealistic to create an
island of excellence in a sea of turmoil &
chaos, but he never loses hope. He
appreciates that there’s no magic wand or
Eureka solution to the systemic/structural
issues faced by the organisation, but a clear
vision/mission/strategy/business plan needs
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to be articulated and put into action through
a consistent set of “roll up your sleeves”
common sense actions, day in and day out,
and the results will inevitably start speaking
for themselves. He does not believe in spin
doctoring, creating a false sense of success
when none exists - indeed, he puts his head
down, keeps at it, and let others start
acknowledging  (albeit  belatedly  and
begrudgingly) the tangible signs of recovery
and better performance. He does not hide
the facts, challenges, and failures - and seeks
patience from his stakeholders, especially the
public at large that will judge him by his
actions not words (any contradiction
between the two, and he might as well join
politics!).

A reformist leader knows that no
organisation can or should revolve around
individuals or personalities - and unless the
SYSTEM is fixed and put on a solid,
sustainable foundation, the mission will
never be achieved. People come and go;
institutions ought to last; we don’t need
individual heroes but strong systems that are
oblivious to who's at the helm of affairs. Our
society, unfortunately, is fixated on the
glamour of individual personalities, and not
institution building which has
unquestionably been the bedrock of
sustainable  development  across  the
developed world.

There is no substitute for passion and
integrity - competence can, however, be

hired or supplemented by surrounding
oneself with people who are more competent
than the leader in various aspects of
governance. Which is why, a reformist leader
is never afraid of losing his job. In fact, he
least cares about his chair and his only
driving motivation is to make a meaningful
difference and let history judge him in the
end. He has to be selfless; not in it for the
perks, privileges, fame, social acceptability,
networking, etc. For a reformist leader, it's
never a 9am to 5pm "job" but a life's mission
with an acute sense of public service
responsibility; otherwise, it would be the
most thankless job imaginable.

It is critical to set your own house in order
before expecting external stakeholders
(including customers) to lend a helping and
caring hand - “Know Thyself” and “Fix
Thyself”, first and foremost! Changing from
within is a prerequisite to a sustainable
turnaround and more often than not, it’s the
most difficult challenge - it’s not easy to
change the mindset and habits of a single
individual, let alone that of thousands of
employees toward a common objective.
There’s no “HR - 101”7 manual for this, every
organisation and every situation is unique
and  requires homegrown/tailor made
solutions. The important thing to realise is
that it can be done, not overnight but over a
period of time, if handled intelligently,
resolutely and without fear. Employees are
not the most important “asset” of the firm -
they are a key “stakeholder”, as important as

any other, and taking them along is
absolutely critical but not everyone will have
the ability and/or willingness to change so
there’ll be the inevitable letting go of some.
You cannot have people in the organisation
who are, actively or passively, pushing back
on the reform agenda - if they can’t adapt to
the new world, they need to find something
else to do elsewhere.

It is important for a reformist leader to
personally see the ground reality within the
organisation - never totally rely on the advice
and feedback from a kitchen cabinet or
bunch of senior staffers. There’s simply no
substitute for talking to and learning from
the front line soldiers fighting the battle in
the trenches; they are the real unsung heroes
and their feedback reflects the true picture,
not some glossy report or executive summary
prepared in the head office with the help of
outside consultants! Whilst this may seem a
pretty obvious point, the reality is that it
takes a lot of time and energy to tour the
sites, etc, and most leaders tend to avoid that,
at their peril.

Balancing the interest, needs, and wants of a
diverse set of stakeholders is always a tricky
proposition for a reformist leader but of
paramount importance - it should never be a
zero sum game, however; in other words, one
stakeholder  should not be willfully
benefitted at the expense of another. Take a
privatised utility company as an example,
which would count amongst its stakeholder

universe the following entities: (1) customers
- residential, commercial, industrial,
strategic, etc.; (2) shareholders;

(3) employees; (4) lenders;

(5) suppliers/vendors/contractors;

(6) federal/provincial/local governments and
the regulator; (7) media - electronic and
print; 8) political ~ parties; )
NGOs/consumer protection lobbies; and
(10) law enforcement agencies - all of the
above not in any particular order of
importance. Trying to be consistently fair to
all these stakeholders, especially in a
turnaround situation, is basically a thankless
job and whilst, there’s no prescribed formula
or case study to achieve the right balance, all
you can strive for is a degree of “fairness” that
will always remain subjective and qualitative
in its analysis. Having said that, every
relationship ought to be a two way street - by
way of example, political parties expect a lot
from organisations providing essential public
service but do very little (if anything) to
reciprocate by helping resolve some of the key
policy issues faced by that organisation that
are outside its reasonable control. Therefore,
a certain level of tension will always remain
in this equation, such that an organisation is
expected to give but equally entitled to
receive its fair and due share from the other
stakeholders. In a rapidly evolving world, the
only constant in life is change, so whilst
sticking  uncompromisingly  to  the
fundamental values and principles, a
reformist leader learns to adapt and is
flexible enough to respond to external

changes as they occur. He should play his
innings to the best of his abilities, with
passion, and not take himself too seriously!
It’s really not about him, but about the cause
he’s trying to champion. Respect does not
come from Titles but from actually making a
meaningful positive difference in the lives of
others, especially the “small guy”. There is no
substitute for decisiveness, unwavering
dogged  determination, and  bloody
mindedness to achieve the objective against
all odds and criticism - remember, it’s not a
beauty contest, let history be the ultimate
judge. The risk of failure is always there but
the cost of inaction far outweighs the cost of
a calculated risk (as opposed to a pure gamble
which should always be avoided). Timing of
action is never perfect and the ability to
navigate through the grey area is critical and
comes from self-confidence - in 20/20
hindsight, everyone’s right and wise!

Bureaucracy is inevitable in a large scale
organisation, but a reformist leader doesn’t
allow himself to be a slave to it, otherwise, all
he’ll get is more of the same. Having the right
set of internal controls and processes is like
car brakes that should allow the organisation
to drive faster; time is of essence. In
summary, there's no reason why our bleeding
public sector enterprises (Railways, PIA, Steel
Mills, KWSB, WAPDA, to name just a few)
cannot be revitalised under an able and
empowered professional leadership team that
has nothing personal to gain from it other
than leaving a lasting legacy behind. Frankly,

we don't need imported ideas or indeed
personnel to do that; there's a wealth of
talent, competence, and experience available
in the country that can readily be utilised for
the turnaround. One size definitely won't fit
all; privatisation is not necessarily the
solution in each case; but good governance
has to be the common denominator and
whilst that's become almost a clichéd
statement to make these days, it cannot be
over emphasised. Good governance is
basically just a fancy phrase for doing the
right thing! The PSEs need to run as
businesses and grow, so that the size of the
overall economic pie  increases  to
accommodate additional white and blue
collar workforce. The bureaucracy needs to
understand that it's not a sin to make a
profit, and that their primary role is not just
to regulate but also facilitate economic
expansion and wealth creation. Ceding
"control" is a difficult paradigm shift and
change in the mindset for both bureaucracy
and the politicians alike, especially in a
developing country like ours, but we need to
develop a national consensus on it through
an honest and open public debate.
Productivity gains and accountability can
only be achieved when there's an effective
"reward and reprimand" policy in place,
applied consistently. In the end, it's about
having the right people at the right place and
letting them succeed.
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From: Tabish Gauhar

Sent: Monday, June 24, 2013 3:48 PM
>V< To: All KESC Employees

Subject: Sustainability

Sustainability - Serving the Community at Large

Iﬁrmly believe that
KESC’s own turnaround and sustainability is
fundamentally linked to the economic, social
and environmental gains for a diverse set of
our stakeholders. We, therefore, adopted an all
inclusive value creation approach that went
beyond a one-dimensional shareholder value
creation. Under KESC’s  Stakeholder
Engagement and Enrichment Drives for
Sustainability (SEEDS), a holistic value
creation approach, we fully recognised the
impact of our performance in sustainable
development  across our stakeholders’
universe, essentially driving four distinct
programmes - ESG Initiatives, Social

Investments, Stakeholder Engagement and
Thought Leadership.

KESC is one of the handful of companies in
the emerging markets whose Integrated
Sustainability Report 2012 was assigned a

Level ‘A’ Rating by the international Global
Reporting Initiative (GRI).

KESC’s Social Investment Plan (SIP) was
aimed at extending support to various vital
healthcare and educational institutions
serving the underprivileged and needy
segments of the population. Under this
programme, we decided to provide free
electricity to Marie Adelaide Leprosy Centre,
Layton Rahmatulla Benevolent Trust, The
Citizens Foundation (320 schools), Sindh
Institute of Urology and Transplantation (3
dialysis centers), and bear 50% of the
monthly electricity cost of Indus Hospital ...
positively impacting more than 2.1 million
lives per annum.

Monsoon rains in 2010 uprooted millions of
households and affected lives across the country,
particularly Sindh. We undertook various

measures to assist the government and
non-governmental agencies, to provide aid to the
flood victims on humanitarian grounds. Flood
Relief Programme, which was exclusively
governed by the employees of KESC, provided
support to nearly 30000 Internally Displaced
People (IDPs). Contributions were made by all the
major  stakeholders, including employees,
amounting to Rs.73.3 million and were utilised to
purchase daily amenities facilitating the flood
victims. Moreover, KESC also provided free
medical assistance to over 18,750 IDPs residing in
the temporary shelters established by the
company.

KESC won the CSR Business Excellence Award
2012 in recognition of its various community
welfare initiatives undertaken during the vyear

2011-12.

WORKING TOGETHER
FOR A BRIGHTER FUTUL

RE
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Through the social
investment programme,
KESC provides
subsidised or free,
uninterrupted power
supply to various
leading NGOs that
manage healthcare for
the unprivileged and
educational institutions
in the urban slum areas
of Karachi, enabling
them to achieve
sustainable
development.

LRBT signing as part of SIP = ——




Distributing free solar
lamps to the secondary

high acadmic achievers

of a TCF School in
Qayyumabad.
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From: Administrator <administrator@kesc.com.pk>

Subject: 300 children of KESC employees awarded AZM Scholarship
M Date: March 2, 2012 8:02:12 PM GMT+05:00

To: All KESC Employees

300 Children of KESC Employees Awarded AZM Scholarship

A Great News for the KESC Fraternity

In line with our

vision to provide opportunities to all our
employees and their families, we feel very
happy to declare that 300 children of core
workers and junior officers have been
approved for the AZM Scholarship
programme. On this blissful occasion, let us
wish a bright and prosperous future to all
the aspiring candidates.

Offering vocational training opportunities
in six different disciplines, the AZM
Scholarship programme is an ongoing
initiative and it reflects our pledge and
resolve to offer a better life for not only our
employees but their families as well.

Offered for the first time in the history of
KESC, the AZM Scholarship Programme

will be funded under the Employees
Support Fund (ESF) and Corporate Social
Responsibility (CSR) programmes. Under
the programme this year, a total of 277 male
and 23 female applicants have been
extended the opportunity to seek admission
in AMAN TECH. Candidates who clear the
AMAN TECH admission test would be
eligible to enter in one of the 12 month
long training programmes, that include:

1. Automobile Technology

2. General Electrician

3. Mechanical Technology

4. Refrigeration & Air Conditioning

5. Welding Fabrication & Pipe Work

6. Computer Aided Designing/Computer
Aided Machining (CAD/CAM).

Minimum qualification to apply for AZM
Scholarship was Matriculation, both passed
and waiting for results. In total, 304
children applied, of whom 300 met the
criteria.  Despite  this  overwhelming
response, the management decided to
accept all eligible applicants this year with
the desire to offer them a life changing
opportunity.

List of eligible candidates (attached) has
been forwarded to AMAN TECH and these
candidates are now advised to contact the
following gentlemen in order to complete
the admission formalities. Respective GMs
are advised to pass on this information to

relevant employees immediately. AMAN
TECH location map and application form
are also attached for the convenience of
candidates.

AMAN TECH is a state-of-the-art vocational
training facility located conveniently at
KORANGI. The institute is completely
equipped with latest IT labs, libraries,
multimedia and 16 workshops of world class
technology comprising all the required
machinery and tools including simulators.
The academic staff consists of over 70 UK
trained and qualified teachers and
instructors, who have received certification
from the 'City & Guilds' - (UK), making it
one of the most technically sound
programmes in the country.

City and Guild (UK) is a 130-year-old
institute with acknowledged presence in
over 100 countries worldwide, of which
AMAN TECH is also a certified member.
This provides immense leverage to those
candidates passing out from AMAN TECH
who are desirous of seeking opportunities
for international positions, since they will
be earning a certificate issued by the
UK-based institute.

We feel greatly blessed over having
successfully launched the AZM Scholarship
Program and we share the joy and happiness
of successful candidates and their families.

We wish success and a bright future to every
single candidate.

KESC Management
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Our employees went out
of the way to lend a
caring hand - more
than money (which we
all gave), they manned
the hundreds of tents
we set up in Thatta for
the flood affectees. |
was very proud of our
employee’s efforts and
dedication - because a
lot of them contributed
“in kind” as opposed to
simply writing a cheque.
[ always reminded them
that Allah will reward
them for their
contribution, and that
we're not doing this to
get recognition and
awards. Nonetheless
OICCI ranked us # (4]
of all the private sector
companies in terms of
their contribution to

the 2010 flood affectees.
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Thought
Leadership
Forum

“Social
Entrepreneurship
and its Impact on
Sustainable

”
Development
The main idea behind this
forum was to invite social
entrepreneurs in Karachi to
join hands in addressing the

social challenges
confronting the metropolis.

KARACHI ELECTRIC

” C
}(‘65 SUPPLY COMPANY

KHIDMAT MEIN ROSHAN

Dr. Adib Rizvi, Founder
and Director, Sindh
Institute of Urology and
Transplantation (SIUT),
in his key note address
on the main theme, said
that “more than 80 per
cent of our population
has access to
substandard and
insufficient healthcare
services. A very small
minority could afford to
buy quality healthcare at
private hospitals. In
such a situation, there is
a great need to expand
the funding and scope
of NGO-based hospitals
which offer quality
healthcare at minimum
cost. This could only
happen through active
collaboration between
philanthropic corporate
sector and social welfare
institutions”.
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Dr. Abdul Bari Khan,
CEO of Indus Hospital,
while speaking on the
topic “Promoting a
Culture of Social
Collaborations for
Sustainable
Development”
emphasised upon
collaboration among
government, corporate
sector and non-profit
organisations to achieve
the target of collective
sustainable
development. He said
that, “besides Zakat and
financial contributions
which are the major
sources of funding for
non-profit social
organisations,
community support and
personal participation
of skilled individuals
was also needed to
enhance the social
sector activities.”

“The Emerging Model
of Social Enterprise in
Pakistan” was covered
by Mr Mushtaq A.
Chapra, Founder and
Director, The Citizens
Foundation. He said
that “collaboration
among all stakeholders
and social entrepreneurs
is the key factor towards
real sustainability of the
Pakistani society”. He
appreciated KESC’s
efforts to promote social
welfare sector that has
proved as a role model
for other corporate
sector entities.
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[t’s difficult to focus on

alternative/ renewable

energy when your

fundamental “brick and

mortar’ foundation is

so weak. Yet, it is the

future, and an absolute

must for the CEO to

champion the cause,
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Change” Policy
Statement in early 2013
(with tangible
milestones and
deliverables) on the key
themes of Energy
Conservation, Energy
Efficiency, Renewable
Energy, and
Environment.
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ENERGY
CONSERVATION
INITIATIVE

USE YOUR POWER TO CONSERVE

Energy Conservation

Guidelines - 2013

Dear Colleagues,

Please read thoroughly the under
mentioned guidelines for implemention
practice at all levels.

ENERGY{CONSERVATION
GUIDELINESE2013]
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The E-Force School is a
youth-centric initiative
aimed at instilling
awareness regarding
energy conservation in
the next generation to
make them more
mindful of their
environment and the
benefits of using energy
responsibly.
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Energy

Conservation
Press ad and
streamers

Key Energy Conservation messages
were communicated aiming to
instill behavioural change in
consumer activity, which
eventually resulted in the power
utility saving 214 MW between
Nov 2009 and May 2013.

Summer rules
Pre-empting the peak
season demand

With summer around the corner,
the rise in demand was a given.
With that in mind, KESC sent out
an appeal to all its customers to
inform them beforehand of the
hurdles that stood in our way of
providing uninterrupted power to
them and laid out some facts for
them to help us reduce energy
usage over the coming months.
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Abraaj Capital and the Karachi Electric
Supply Company

A utility should be faceless and invisible.”
— Tabish Gauhar, Partner at Abraaj Capital and CEO of KESC

“If everyone says, ‘Heck no!” there should be huge opportunities for arbitrage.”
— Arif Nagqvi, Founder and CEO of Abraaj Capital

On a cool December evening in Dubai, Arif Naqvi, founder and CEO of Abraaj Capital, and
Tabish Gauhar, the Abraaj partner on assignment as CEO of the Karachi Electric Supply Company
(KESC), sat on Abraaj’s rooftop lounge (see Exhibit 1 for bios). KESC was one of Abraaj’s biggest
investments and highest profile portfolio companies. Naqvi finally spoke, “Well, my friend, what
happens next with KESC?”

In September 2008, Gauhar and 13 hand-picked colleagues had taken up management positions
at KESC, the vertically integrated electric utility serving Karachi, Pakistan’s largest city. In the
intervening 28 months, the team had made progress in addressing many of the chronic problems
that plagued the operation: endemic power theft; inadequate supply; rampant black-outs; antiquated
tariff structures that did not cover costs; the unwillingness of government agencies to pay bills owed
to other agencies (circular debt); and a disorgznized staff that was seen as unresponsive at best,
corrupt at worst. Moreover, the disillusioned populace had little trust in the ability of the state, seen
as including the power company, to provide essential services and thus tended to take matters into
their own hands through power theft and non-payment of bills. Along many dimensions, the
company’s performance had improved: theft had fallen; several long-term fuel contracts had been
signed, which would stabilize prices; blackouts (known as “load shedding”) had been reduced and
now occurred on a pre-announced schedule; several new generation facilities had come on line;
tariffs had been revised; and a system of local customer service offices along with streamlined
operations procedures had greatly increased KESC’s reputation for responsiveness. The time to have
a new meter installed had fallen from six months to a few days. The past several quarters had shown

Professors Josh Lerner and Asim ljaz Khwaja (KSG) and Teaching Fellow Ann Leamon prepared this case. HBS cases are developed solely as
the basis for class discussion. Cases are not intended o serve as endorsements, sources of primary data, or illustrations of cffective or
incffective management.

Copyright © 2012 President and Fellows of Harvard College. To order copies or request permission fo reproduce mateials, call
1-800-545-7685, write Harvard Business School Publishing, Boston, MA 02163, or go to wwwhbsp.harvard.cdu/cducators. This publication
may not be digitized, pt d, or otherwise reproduced, posted, or jtted, without the permission of Harvard Business School.

Purchased by Mitali Atal (mitali.atal@abraaj.com) on October 22, 2012
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From: Administrator

Sent: Thursday, April 11, 2013 5:01 PM

To: All KESC Employees

Cc: Administrator

Subject: KESC’s Unique Transformation & Value Creation Model Lauded at Harvard University

KESC’S Chairman, Mr.

Tabish Gauhar, recently addressed two
classes at the Harvard Business School and
presented KESC’s turnaround story that
revolves around a unique value creation
model that ensures environmental, social
and governance (ESG) gains as means to
sustainable economic and financial value
creation.

Harvard Business School and Harvard
Kennedy School recently did a joint Case
Study on KESC’s turnaround strategy to
holistically capture the unique public-private
partnership model that was aimed at
transforming the ailing power utility with a
long public sector legacy. The Case Study
was taught at the Harvard Business School
and at several other business schools around
the world, as a unique example of how

private sector investors can endeavor to
make such a meaningful impact on
sustainable  development in  emerging
markets.

Addressing a  diverse 150+  student
community present there, Tabish Gauhar
explained how at KESC sustainability goals
work in harmony with operational and
financial goals of the organizations. “We
firmly believe that KESC’s own turnaround
and sustainability is fundamentally linked to
the economic, social and environmental
gains for a diverse set of our stakeholders.
We have, therefore, adopted an all inclusive
value creation approach that goes beyond a
one-dimensional shareholder value
creation”.

Tabish Gauhar also informed the audience
that under KESC’s Stakeholder Engagement

KESC’s Unique Transformation & Value Creation Model Lauded

at Harvard University

and Enrichment Drives for Sustainability
(SEEDS), a holistic value creation approach,
we fully recognize the impact of our
performance in sustainable development
across our stakeholders’ universe, essentially
driving four distinct programs- ESG

Initiatives, Social Investments, Stakeholder
Engagement and Thought Leadership.
KESC is one of the handful of companies in
the emerging markets whose Integrated
Sustainability Report was recently assigned a
Level ‘A’ Rating by the international Global
Reporting Initiative (GRI). KESC is also one
of the few companies in the region to have
recently issued a comprehensive 5-year
Climate Change Policy on the four key and
inter-related themes of Energy
Conservation, Energy Efficiency, Renewable
Energy, and Environment.
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Karachi Electric Supply Company has
been included in the esteemed list of
approved, 'Training Employer' of the
Institute of Chartered Accountants
England & Wales ICAEW). ICAEW
is the most highly recognized institute
of Chartered Accountants in the world
and they have a strict screening process
for granting any organization its status
as a Training Employer for their
students. In Pakistan, KESC is one of
the only 12 companies in the
industrial sector being granted this
prestigious status. Apart from selected
accounting/audit firms, there are only
6 organizations in Karachi, that have
the status of approved training
employers mainly including; Pakistan
petroleum, ICI, Pak Suzuki, Standard
Chartered bank, Telenor and Shell.

Prior to this, KESC had also received
the Gold Employer Status by the
ACCA. Recognition by such esteemed
institutes only goes towards reflecting
the high professional standards
adopted by the power utility and the
opportunities it provides for fostering
young talent.

Marking the occasion, the CEO of
KESC, Mr. Tabish Gauhar said, “It as
a matter of pride for KESC to be
recognized by such prestigious and
acclaimed professional institutes. We
believe in attracting and nurturing
talent and it is in line with our change
management philosophy to identify
Today, the leaders of Tomorrow ”.

From: Administrator <administrator@kesc.com.pk>
Subject: State Bank of Pakistan’s Annual Report lauds KESC’s performance
>“’< Date: January 31, 2013 6:38:21 PM GMT+05:00

To: All Kesc Employees

State Bank of Pakistan Lauds KESC’s Performance

arachi Electric Supply
Company has been at the forefront of Karachi's
development for the last 100 years. Post privatization
and under its present management, KESC has been
operating with a renewed vision and a customer
focused business strategy. KESC’s refreshing new
approach has been lauded by many independent
forums in the past and most recently State Bank of
Pakistan in its Annual Report 2011-12 has duly
acknowledged KESC’s above par performance.

While talking about key challenges faced by power
sector, SBP notes:

“Leakages in terms of theft and inefficiencies at the
generation and transmission stage, must be seriously
addressed. In this regard, the example of a privatized
KESC is insightful: this utility has shed surplus staff
(despite stiff union opposition); has cut power supply
on account of unpaid bills (even for high profile
government agencies); has

invested in more efficient generation units; and has
formulated a commercially-driven load-shedding
schedule. As a result, the situation is quite different in

Karachi compared to the rest of the country”- (State

Bank of Pakistan - Annual Report 2011-12).

Touching upon the circular debt issue, the report
says:

“As circular debt continues to choke cash-flows across
the power sur = chain, liquidity constrained power
plants were forced to remain idle (or produce below
capacity) because of their inability to procure fuel. As
discussed earlier, peak load management for the
Pakistan Electric Power Company (PEPCO) system has
risen sharply. 6 According to NEPRA’s annual report
for FY12, at the height of the crisis, urban centers
witnessed power outages of 9-10 hours in urban areas,
and rural areas witnessed outages of 16-18 hours”.

“In Karachi, which is supplied by the privately-run
KESC, generation was also lower in FY12 compared to
last year; however, the situation was quite different
from the rest of the country. KESC adopted the
strategy of loss-segmented load-shedding, which means
the duration of power outages in a particular area
depends on the recovery of bills from that area. In
effect, outages were minimized for areas where bill
collection was high. Furthermore, the fuel mix

improved, as the share of generation from gas was
increased” - State Bank of Pakistan - Annual Report

2011-12

While we are humbled by this acknowledgment by an
august and credible federal institution, we take this
opportunity to reassure all our customers that we
would continue our progressive journey and with the
help of all our stakeholders, transform KESC into a
dynamic and customer focused power utility.
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