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ABOUT THE
REPORT

In a year that has been challenging for the power sector, our vision to empower customers
with reliable and sustainable sources of energy remained a key area of focus. The theme for
this Annual Report, “Powering Possibilities” encapsulates commitments reflected in the
Investment Plan and Power Acquisition Plan submitted to NEPRA for approval. These plans
highlight a vision to bring 30% renewable energy in the mix, so customers may access affordable
and reliable power with ease. As we reflect on a year that has just concluded, and embrace
another where the competitive landscape is set to open up, through this Report we invite you
to witness the journey of powering through and onwards to more sustainable possibilities.

Link to the Report: https://www.ke.com.pk/coporate/financial-data/

CEO K-Electric speaks about the
Company’s annual financial performance

Scan QR code
to view under Material Information/Announcements
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COMPANY HOLDING STRUCTURE

COMPANY PROFILE

As the only vertically integrated utility in the power KEiSnfi?{fier
sector, KE has witnessed a remarkable journey of -
transformation since privatisation in 2005. An Covernment

investment of USD 4.4 billion has enabled the °24?3Zf/a.,"

Utility to double its customer base and infrastructure,
while halving T&D_ losses._Today, the Utility serves M K-Electric
power to a steadily growing base of customers, Limited

across Karachi, Uthal, Bela, Vinder, Gharo, Hub
and Dhabeji. The vision to brighten lives is enabled
by the spirit of innovation and digitisation that is at
the core of KE's Generation, Transmission,

Distribution as well as enabling functions. Through A
the Investment Plan and Power Acquisition Plan e

submitted to NEPRA for approval, KE looks
forward to continuing its transformative journey
of growth in a competitive arena.

K-Solar
(Private)
Limited
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A Rich Heritage

Karachi Electric Supply Corporation Surge in city’'s population Government nationalizes
formed to meet the power needs of causes rapid increase in KESC
Karachi, a small port town power demand

1983-97

Bin Qasim Power Station KESC privatized with majority  Addition of c. 1,000 MW of  Rebranding of KESC to
(BQPS-1) added to shareholding transferred to a efficient generation to K-Electric Limited and
generation fleet consortium led by KES Power own generation fleet 100-year celebrations

Over 10,000 PMTs AT&C losses halved as Commissioning of 900 MW
converted to Aerial compared to pre-privatization Power Plant (BQPS-III)

Bundled Cable (ABC])

(And the story continues...
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To restore and maintain pride in KE, Karachi and Pakistan.

Brightening lives by building the capacity to deliver uninterrupted, safe and affordable power to Karachiites.

At K-Electric, our corporate values form the cornerstone of our operations, reflecting our commitment to excellence,
integrity, and sustainable progress. We believe that by upholding the KE CARES values, we create an environment
that fosters innovation, empowers our employees, and enables us to serve our stakeholders with unwavering dedication.

We aim to satisfy our customers and all our stakeholders by anticipating

@ustomer-centric

their needs and delivering the best possible solutions and services.

Accountable WERELE ownersh|_p,_|n|t|at|ve and _respon5|b|l|ty for all our actions and we
are honest and fair in all our dealings.

Respectful We respect each.other in all aspects, and support our communities for
societal and environmental well-being.

. We are energised to inspire and empower our people to add real value
Energmed for all stakeholders.

Safe We ensure that safety remains our top priority in all our operations and
behaviours.

Culture and Ethics

K-Electric inculcates a positive environment and culture for all of its employees, through the embodiment
of its core values, competencies and principles. Our emphasis is on ensuring the highest standards of
transparency and integrity to maximise stakeholders’ values, in accordance to the best practices in the
industry. The Management ensures strict compliance against the set standards and guidelines of the organization
and focuses on instilling accountability within each individual for adherence to cultural norms.
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Share Registrar

CDC Share Registrar Services Limited (CDCSRSL)

CDC House, 99-B, Block "B", SMCHS, Main Shahrah-e-Faisal, Karachi.
Office: 111-111-500
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Allied Bank Limited

Askari Bank Limited

Bank Alfalah Limited
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Registered Office
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Follow Us
www.ke.com.pk
UAN: 111-537-211
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K-Electric KElectricPk @KElectricPk KElectricPk KElectricPk www.ke.com.pk KE Live 0348-0000118
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Key Highlights

75

Added to installed
generation capacity
since Privatisation

1,957 MW

%
il

Generation Fleet
Efficiency Improvement
since Privatisation
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Invested across the
Power Value Chain
since Privatisation

USD 4.4 Billion

Total number of
Regular Employees

®
i

EBITDA

Gross Profit

PKR 53 Billion PKR 16 Billion

BQPS-IIl Power Plant
commissioned during
the year

New Connections
(low-cost meters installed)

164,500
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SAFA BPA Award 2021 - Gold for the category
of “Power and Energy Sector”.

HSE Excellence Awards 2022 by NEPRA
PIDG Safety Award 2022 by GuarantCo. Ltd.
SDC Supply Chain Pros to Know Award

Diamond Employers Recognition Award by
Employer’'s Federation Pakistan and
International Labour Organization.

Silver Award at NEPRA CSR Awards Ceremony

Community Impact Award at 12th CSR Summit,
registered with the [P0, Government of
Pakistan and held by the Professional's
Network.

Certifications

Supply Chain Certifications

Loty SR ) - l:‘:
Behind every award, there's a team
\ that makes it happen y,

ISO 9001 for Inventory Management Stores at Federal B Area, Central Store, Johar and Landhi Cable Yard.

Certifications for Stations
ISO 14001:2015 for Environment at BQPS-I, BQPS-II, KCCPP, SGTPS and KGTPS.

ISO 9001:2015 for Quality Management system at BQPS-1, BQPS-I1I, KCCPP, SGTPS and KGTPS.

ISO-50001 for Energy Management System at BQPS-II, KCCPP, SGTPS and KGTPS.

IS0-45001 for Health & Safety Management System - Transition from OHSAS-18001:2007 (Occupational Health &
Safety Assessment Series) at BQPS-I, BQPS-II, KCCPP, SGTPS and KGTPS.

ISO 55001 for Asset Management System at BAPS-I, BQPS-II, KCCPP, SGTPS and KGTPS.

Certifications for Green Infrastructure

WWEF Green Office Certification at BAPS-Il, KCCPP, SGTPS and KGTPS.

Alignment with UN Sustainable Development Goals

Member of the Global Compact Network, Pakistan.

IT Certification

ISO 27001 in Technology Governance and Security Management.
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Organisational Structure

Shareholders

Board of
Directors

Reporting line
------ Administrative reporting line

Board Audit
Committee
(BAC)

Chief
Internal
Auditor

Board Human
Resource &
Remuneration
Committee
(BHR&RC)

Chief
Executive
Officer

Board Strategy
& Projects
Committee

(BS&PC)

Board Finance
Committee
(BFC)

Chief
People
Officer

Chief Strategy
Officer

Chief Chief
Financial Distribution
Officer Officer

Chief
Chief Risk Marketing &
Officer Communications
Officer

Chief
Generation &
Transmission

Officer

Chief of
Security

Chief
Regulatory
Affairs Officer

Chief Supply
Chain Officer

Annual Report 2023



Messages

Chairman’s Review

On behalf of the Board of Directors, | am pleased to present to you K-Electric's Annual Report for FY 2023.

During the year under review, Pakistan’s macroeconomic uncertainty has resulted in lowered energy demand and
strained payment propensity, adversely impacting the Company’s profitability. In these testing times our commitmentto ||
serve our customers remains firm, with a sharpened focus on investments that will ensure power affordability, reliability
and sustainability. During the year, we undertook various operational excellence initiatives to optimize both cost and performance efficiency.
The recent commissioning of BAPS-IIl, one of Pakistan’s most efficient power plants, accelerated progress on the 220kV Dhabeji
Interconnection, and groundbreaking of the KANNUP-Karachi Interconnection Grid - KE's first 500 kV grid to off-take additional power from
the National Grid, are in line with this vision.

The Company’s Investment Plan 2030, submitted to NEPRA for approval, aims to grow KE's share of renewable energy to 30%, in
addition to investments of PKR 484 billion across the transmission and distribution value chain. At the same time, there are ongoing
efforts to reduce dependence on imported fuels by adding indigenous fuel to the generation capacity which will benefit the country
through improved foreign reserves and job creation.

Through ongoing engagements with the Government, positive developments were achieved for settlement of outstanding dues
from various government entities and agreement on power purchase from National Grid. The draft Mediation Agreement along
with agreements for power supply and timely processing of KE’s Tariff Differential Subsidy claims have been initialed and KE looks
forward to completing this with the support of the Federal Cabinet.

During the year, a total of nine (09) meetings of the Board were held. In addition, several resolutions on critical matters, requiring
urgent attention or action, were passed by the Board through circulation. Moreover, several meetings of the Board’s constituted
committees were held according to their respective mandates.

| appreciate the KE team for their efforts to serve customers and maintain reliable operations in the face of unique challenges, and also
commend the Board for their effective stewardship and strategic oversight. | am optimistic that KE's resilience and determination will
accelerate the Company’s journey towards sustainable and innovative frontiers. Thank you for your continued trust and support.

Skethon

Mark Gerard Skelton

Chairman, K-Electric Limited

September 15, 2023
Karachi

CEO’s Review

Athriving energy sector addresses the energy trilemma of affordable, accessible, and sustainable power and underpins
| economic growth. Unfortunately, socio-economic shifts of the last year have tested the resilience of Pakistan’s power

sector. Rising energy tariffs, triggered by urgency to address a PKR 2.3 Trillion circular debt, have sharply contracted
energy consumption and challenged affordability for customers at large, also impacting KE's financial and operational performance.

Navigating these uncharted circumstances requires bold course-setting. KE, with our unique status as the nation’s singular privatized utility,
is driving the power sector’s push towards growth, innovation, and sustainability, sharing insights and learnings with stakeholders.
During FY 2023, we applied for a non-exclusive distribution license, leading the way to Pakistan’s first competitive power market, and
underscoring our determination to be customer driven. KE's 2030 Investment Plan, submitted to NEPRA in January and pending approval,
prioritises energy affordability and strengthened customer experience, with the vision of serving 5,000 MW to 5 million customers across the country.
Commissioning of the 900 MW BQPS-IIl has further enabled reliable and affordable power supply to Karachi, while transmission
augmentations such as our first flagship 500 kV KANUPP - Karachi Interconnection (KKI) Grid and our 220 kV Dhabeji Interconnection Grid are
underway to strengthen access to affordable generation. Across the power value chain, we continue to embrace digitalization for greater
agility, governance, and efficiency.

Timely stakeholder support is vital to unlock the power sector’s full potential. Our ongoing dialogue with the Government of Pakistan
focuses on reconciliation of outstanding matters and pushes the national imperative to curb power theft through strict legal
enforcements. We also understand that there is an active push for vesting control of DISCOs in some form or the other. We believe that
power sector’s circular debt can only be controlled if downstream distribution is handed over to private sector. We are fully committed to
working with all stakeholders to find a solution to this.

On behalf of the Management, | thank our stakeholders and teams for staying true to our purpose during this difficult chapter in Pakistan's
economic journey; | look forward to continued optimism and tenacity as we advance towards redefining Pakistan’s power narrative.

Syed\Moonis Abdullah Alvi

Chief Executive Officer, K-Electric Limited

September 15, 2023
Karachi
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Board of Directors’ Profiles

Mr. Mark Skelton is a Managing Director with Alvarez & Marsal's [A&M) Advisory practice in London. He
brings more than 20 years of experience in corporate finance and advisory. His primary areas of
concentration are cross border assignments crossing different legal jurisdictions and waterfall classes.
Mr. Skelton has undertaken senior roles on numerous major UK, US, European, Emerging Markets,
and Australian projects. Prior to joining A&M, Mr. Skelton held senior positions in a leading
independent restructuring advisory and a Big 4 firm. Mr. Skelton is a member of the Institute of
Chartered Accountants of Australia and New Zealand (CAANZ).

Chairman

Joining KE in 2008, Syed Moonis Alvi held key roles in the Organisation as CFO, Company Secretary and
Head of Treasury prior to his appointment as CEO in 2018. He brings to the helm 30 years of diversified
financial experience and has led the creation of a future-ready entity by emphasizing digitisation,
customer centricity and investments across the energy value chain. He has championed
numerous diversity initiatives including the global award-winning Roshni Baji program at KE and is a
Fellow member of ICAP.

Chief Executive Officer

Mr. Adeeb Ahmad'’s career spans 34 years including C-suite roles. He has been involved in managing private
equity funds, M&A and transformation focused on energy and other infrastructure sectors across MENA,
Turkey, CIS, Southeast Asia, and Pakistan. He has been engaged with investment banking institutions
in the GCC and Pakistan leading several M&A, privatization and capital raising assignments. He recently
served as the CEO of Hascol Petroleum Limited. He has also served as Senior Advisor to the CEO and
Deputy CEO-Designate at Islamic Corporation for the Development of the Private Sector (ICD) in Saudi
Arabia. He holds an M.Sc. from the LSE, UK, and an MBA from IBA, Karachi.

Mr. Arshad Majeed was elected to the KE Board of Directors on 29 July 2022. He is a civil servant
and currently posted as Additional Secretary, Power Division, Ministry of Energy, Government of
Pakistan. He is also serving on the Board of Directors of National Power Parks Management Company
(Private) Limited. He carries 25 years of experience and knowledge in public policy formulation and
implementation. He completed his Masters’ in Political Science.

Non-Executive Director

Dr Imran Ullah Khan is currently serving as Joint Secretary (Corporate Finance), Finance Division,
Government of Pakistan. During his career in national civil service since 2001, he has remained Deputy
Secretary Finance Division, Deputy Secretary Ministry of Textile Industry and Deputy Secretary (Education).
His Doctorate is in International Development Studies from National Graduate Institute for Policy Studies,
Tokyo. His master’s degree is in International Development Studies from National Graduate Institute for Policy
Studies, Tokyo. His current board engagements include Utility Stores Corporation, Pakistan Steel Mills,
Trading Corporation of Pakistan and Pakistan Industrial Development Corporation.

Non-Executive Director
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Mr. Mubasher H. Sheikh has been a Non-Executive Director of the company since its privatization in
November 2005. He joined the National Industries Group (Holding), Kuwait, in 2001 and is currently
Chief Financial Officer. He is also a Non-Executive Board Member in Proclad Group Limited Dubai,
UAE, a Board Member in Al Durrah National Real Estate Company, Kuwait and an Alternate Director of
KES Power Limited. He graduated with a degree in mathematics and statistics from the University of
Punjab and is a Fellow Member of Association of Chartered Certified Accountants, UK (FCCA).

V

Non-Executivé Director

Mr. Kamran Kamal is the CEO of The Hub Power Company Limited. He has over 20 years of experience
working on various projects of national importance including the Sindh Engro Coal Mining Company's
(SECMC) mining and power generation projects, China Power Hub Generation Company's imported
Coal project with an integrated jetty, Thar Energy & Thal Nova local coal projects as well as leading a
regional energy & agricultural commodity trading business. Kamran has deep understanding of
Pakistan's Power Market and regulatory affairs. Kamran holds a master’s degree in public policy from
Harvard Kennedy School and a Bachelors’ degree in Electrical & Computer Engineering from the
Georgia Institute of Technology.

Non-Executive Director

Mr. Zubair Motiwala, an industrialist by profession, is currently the CEO of the Trade Development
Authority of Pakistan. He was elected as the President Karachi Chamber of Commerce & Industry for
the period 2000-2001. He was Former Chairman of Sindh Board of Investment and also served as
Advisor to Chief Minister Sindh on Investment. He was appointed as Special Assistant to Chief Minister
Sindh (Minister Status) for affairs relating to business community. He led Pakistan trade delegations
for promoting investment in the province of Sindh to China, UAE, Russia, Turkey, Malaysia, Singapore,
Korea, and various other countries.

Non-Executive Director

Mr. Saad Amanullah Khan spent three decades with P&G including seven years as CEO of Gillette
Pakistan. Currently, he is the Chairman of Public Interest Law Association of Pakistan and Pakistan
Innovation Foundation, President of | AM KARACHI, and a board member of Fauji Fertilizer Corporation,
NBP Funds, Jaffer Brothers, Burque Corporation, International Packaging, ZIL Limited and CTM360,
Bahrain. He has served two terms each as President of American Business Council and on the board
of OICCI. His previous board engagements include PSX and State Life Insurance Corporation. He has two
engineering degrees and an MBA from University of Michigan. He recently published a book, “It's
Business, It's Personal”.

Independent Director

Mr. Shan A. Ashary has been a Non-Executive Director of the Company since its privatization in
November 2005. He is a senior executive with over 40 years of proven success in managing international
investments, operations of a large, diversified group, finance, treasury, public accounting, and
strategic and corporate planning. He currently serves on the boards of several companies in the
USA and the Middle East. He is a Fellow Member of the Institute of Chartered Accountants of
England and Wales.

Non-Executive Director
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Leadership Profiles

Joining KE in 2008, Syed Moonis Alvi held key roles in the Organisation as CFO, Company Secretary
and Head of Treasury prior to his appointment as CEO in 2018. He brings to the helm 30 years of
diversified financial experience and has led the creation of a future-ready entity by emphasizing
digitisation, customer centricity and investments across the energy value chain. He has championed
numerous diversity initiatives including the global award-winning Roshni Baji program at KE and
is a Fellow member of ICAP.

Mr. Abbas Husain has over 24 years of experience across public and private sector organisations
in areas of power Operations & Maintenance (0&M], project development, project execution
management and business development. Abbas joined KE in 2012 and has served in Generation
and Transmission functions as an integral part of KE's corporate turnaround. At KE, his major
contributions include establishment of BQPS-II, planning of mega transmission projects, adding
200 MW through 4 IPP projects where KE signed long-term PPAs/EPAs and BQPS-III (00MW]
RLNG combined cycle power plant. Mr. Husain holds a BE (Electrical) degree from NED University.

With two decades of expertise in power system planning, operations, policymaking, and regulations,
Mr. Fawad Ali Gilani has built an impressive career. He has held senior positions in the United Arab
Emirates (UAE) and the United Kingdom (UK), demonstrating his leadership capabilities. Previously,
Mr. Fawad was the Director at the Department of Energy Abu Dhabi, contributing to strategic
decision-making. Before his tenure in the UAE, he spent eight years at the UK's Transmission System
Operator (National Grid), excelling in various technical and managerial roles. Mr. Fawad is a graduate of the
University of Manchester, holding a Bachelor's degree in Electrical & Electronics, and he further enhanced
his skills with an MBA from the New York Institute of Technology.

v
vt o

Chief Distribution Officer

Mr. Muhammad Aamir Ghaziani has more than 20 years of diversified experience in areas of
finance, corporate and strategic planning, risk management, regulatory compliance, and
business turnarounds. He joined KE in 2008 and has served in senior roles in Finance and Regulatory
Compliance, before being appointed as the Company’s Chief Financial Officer in 2018. He is
Chairman and Board member of K-Solar and also serves on the Board of KEVCL. Mr. Aamir is a
Fellow member of ICAP and a Certified Director from PICG. He started his career with A.F.
Ferguson & Co. (a member firm of PwC global network) and has attended executive management
programs from prestigious institutions including INSEAD.

Mr. Imran Qureshi has over 30 years of experience in leadership roles held locally and globally.
Before joining KE, Imran successfully led business turnarounds, business advocacy and high
impact crisis and reputation management in senior roles which include Head of Government
Relations at Shell Pakistan Limited, EVP at Pakistan Telecommunications Company Limited
(PTCL) as well as Country Manager: South and South-East Asia at Thuraya Satellite and
Telecommunications Company Ltd Abu Dhabi, UAE. Mr. Qureshi holds a Master's degree in
Business Administration from the University of Birmingham (UK), and a Bachelor’s degree in
Mechanical Engineering from University of Engineering & Technology (UET), Lahore.

Mr. Rizwan Dalia joined KE in 2008 and served in senior roles within the Finance and Corporate
Affairs functions before his appointment as Chief People Officer (CPQ) in 2018. Rizwan started
his career with A. F. Ferguson & Co. (a member firm of PwC global network). He has previously
served at Pakistan State Oil, is a Fellow Member of ICAP and a PICG Certified Director. He is
also a member Board of Governors at PSTD and an Executive Committee member for PSHRM.
He is a frequent speaker at various forums on topics related to HR digitalization and future
challenges and is an avid golfer.

Chief People Officer
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Mr. Rizwan Pesnani was appointed as Chief Risk Officer and Company Secretary in 2021. In addition to
Risk Management and Corporate Affairs, he also oversees Legal and Cybersecurity functions. Mr.
Rizwan Pesnani joined KE in 2013 and was leading the Treasury and Corporate Finance function of KE
prior to taking on this role. Rizwan has over 30 years of rich and diversified experience in the public and
private sector, having worked within and outside Pakistan in Central Bank, Utility & Infrastructure
sectors in areas of Finance, Risk Management, Financial Planning & Management, Corporate
Governance, Corporate Finance and Project Development. He is a Fellow Member of ICAP.

Ms. Sadia Dada’s experience spans Communications, Brand Building, Sustainability Management as
well as Media and Reputation Management. She has earlier served at KE as Director Communications and
Chief of Staff and later at Philip Morris Pakistan as Director Communications. Sadia returned to KE
and currently leads the Marketing, Communications, ESG and Customer Experience functions. An
alumnus of Lahore University of Management Sciences (LUMS]), she brings multi-sectoral experience
from her past affiliations including Unilever Pakistan, Nestle Pk and Mobilink (now Jazz). She is part of
NOWPDP's Board of Advisors and Founder of Women in Numbers, an online networking community
exclusively for working women.

Mr. Shahab Qader Khan has been associated with the energy sector for more than 28 years. During this
time, he has been extensively involved in multiple large scale energy projects. His last association was
with Engro Powergen Qadirpur Limited as Chief Executive Officer. He has previously worked for Engro
Energy Limited as Vice President Business Development, Siddigsons Energy Limited as Chief
Executive Officer and as Head of Commercial for Sindh Engro Coal Mining Company. He holds an
engineering degree from UET Lahore and is an alumnus of INSEAD France.

Chief Strategy Officer

Mr. Sheraz Kashif joined KE in 2022 and has 28 years of global experience as an Integrated Supply
Chain leader. He has led teams in Europe, Middle East, Africa, North America and Asia and has a
track record of successfully transforming Supply Chain & Procurement systems within organizations
to world class benchmarks. A firm believer in delivering sustainable value to stakeholders, Mr.
Sheraz brings the experience of working with conglomerates and Fortune 100 companies to lead
the function. He has undergone Leadership & Negotiation training at Harvard Business School
and holds an MBA from University of Leicester, UK.

Following a 28-year stint in the Pakistan Army, where he retired as Colonel, Mr. Wahid Asghar
joined KE in 2009 and presently leads the Company’s Security, Criminal Litigation, Works & Estate
and Administration functions. Mr. Asghar’s focus has remained on streamlining and enabling
business processes and driving transparency and accountability. He also leads efforts to identify
key land assets for development of power infrastructure and has insight of vendor development
and management for material and services. He has served on local and international special
assignments and has been awarded the Tamgha-e-Basalat for his achievements along with
receiving the Chief of Army Staff Commendation Card twice.

el

Chief of Security

Mr. Amer Zia is Advisor to the CEO at KE. He has previously served as KE's Chief Distribution
Officer for over four years, Deputy Chief Operating Officer Distribution and Chief of Distribution
Operations, playing a critical role in KE's corporate turnaround. Prior to KE, Amer worked with
USAID-Power Distribution Program as Project Lead, held leadership positions with public sector
entities including NEPRA and IESCO and served as an independent consultant to the World Bank.
With a Master’s degree in Electrical Engineering from Bradley University USA, and an MBA in
Project Management, Amer brings over thirty years of experience in management of power sector
utilities to the organisation.

Advisor to CEO

Annual Report 2023

(15)



Directors’ Report

On behalf of the Board of Directors, we are pleased to present the Company’s Annual Report together with the audited
financial statements for the year ended June 30, 2023.

Financial Performance
Revenue
2023: PKR 519,471 Mn
2022: PKR 518,777 Mn
4 0.13%

EBITDA

2023: PKR 16,489 Mn
2022: PKR 41,598 Mn
¥ 60.36%

Gross Profit

2023: PKR 52,812 Mn
2022: PKR 68,536 Mn
¥ 22.94%

Net Profit

2023: PKR (30,897) Mn
2022: PKR 8,524 Mn

¥ PKR 39,420 Mn

Total Assets

2023: PKR 1,024,662 Mn
2022: PKR 1,060,128 Mn
¥ 3.35%

Earnings per Share
2023: PKR (1.12)
2022: PKR 0.31

¥ PKR 1.43

Return on PPE'
2023: (5.32)%
2022: 1.74%

Total Equity
2023: PKR 255,155 Mn
2022: PKR 250,172 Mn

Return on Equity
2023: (12.11)%
2022: 3.41%

4$1.99% 1 7.06 pp

' Property, Plant & Equipment

Financial Review

During the year, the Company’s financial performance
has been severely impacted by the formidable sociopolitical
and macroeconomic challenges stemming from the
ongoing severe economic crises of the country. Factors
such as surging inflation, policy rate hike, and
contraction in economic activity have cast a significant
influence on the Company’s operations and overall
profitability. Impacted by these challenges, the Company
has witnessed a notable 7.3% reduction in units sent-out
and the gross profitability of the Company declined
significantly by PKR 15.72 billion.

Further, the Company encountered a substantial rise in
exchange loss by PKR 4.38 billion attributable to the
significant devaluation of the Pakistani Rupee.
Additionally, there was an increase in impairment loss by
PKR 6.28 billion against doubtful debts due to the
confluence of high inflation, increase in consumer
tariffs, and the worsening economic conditions that have
hampered customers propensity to pay. The
aforementioned factors along with a drastic increase in
finance costs by PKR 19.45 billion mainly on account of
increase in effective rate of borrowing, translated into the
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loss after tax amounting to PKR 30.90 billion. The
Company operates under regulated tariff and as per
current Multi-Year Tariff effective from July 1, 2016, no
adjustment is provided to the Company in tariff for
variation in benchmarks set by NEPRA including units
sent-out and policy rates.

KE remains committed to tackling the challenges and
focus on furthering its operational improvements. The
Companyis also working on the renewal of the tariff for
the next control period starting from July 1, 2023 with an
aim to obtain a sustainable, cost reflective and
investment enabling tariff with adjustment mechanism
at par with other power sector entities to ensure
continuity of reliable and smooth service to customers at
least possible costs.

Macroeconomic Environment

During FY 2023, Pakistan witnessed significant
socio-political and economic challenges. The aftermath
of devastating floods and surging global commodity
prices combined with macroeconomic imbalances
resulted in a considerable decline in GDP growth rate,
plummeting to 0.29% from the previous year's 6.10%.
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Further, pressure on foreign exchange reserves caused
substantial devaluation of the Pakistani rupee and
contributed to an unprecedented inflationary hike. The
currency devaluation also led to increased costs of
importing fuel, including Regasified Liquefied Natural Gas
(RLNG) and Furnace 0il, and subsequently higher energy
costs and power tariffs for customers across Pakistan. The
combination of high inflation, rising consumer tariffs, and
deteriorating economic conditions has significantly
impacted growth as well as customers’ propensity to pay.
This along with increased finance cost, has affected the
Company'’s profitability, as more fully explained in Section
“Financial Review" to this Directors’ Report.

We remain optimistic that, with policymakers” measures
to stabilize the economy, improved macroeconomic
indicators along with cost reflective sustainable MYT
would strengthen Company’s performance.

Operational Performance and
Initiatives Across The Value
Chain

Generation

During FY 2023, both Unit 1 and Unit 2, (450 MW each] of
KE's 900 MW RLNG-fired power plant, BQPS-III were
successfully commissioned and commercial operations
of the respective units were declared during the 3™ and
4™ quarter of FY 2023. The 900 MW BQPS-IIl is one of
Pakistan’s most efficient power plants whose addition
has increased the overall efficiency of KE's generation
fleet. In the next phase, KE plans to also commission
both units of BQPS-IIl on High Speed Diesel (HSD),
which will enable a backup fuel source to be available
for continued plant operations during periods of RLNG
scarcity.

KE also upgraded its existing fleet to ensure strengthened
availability of power supply to serve the city. The gas
infrastructure within Bin Qasim Power Complex has
been built in an integrated manner to utilize RLNG from
other sources to enable the flexibility of alternate gas fuel
and ensure supply continuity in case of gas curtailment by
Sui Southern Gas Company (SSGC]J. In addition, BQPS-II
was further equipped with Black-Start capability which
enables swifter restoration in case of blackout situation.
The Company also undertook maintenance of its existing
generating plants to ensure improved reliability and fleet
efficiency as well as reduction of auxiliary consumption.

With the addition of BQPS-III, KE is now in a position to
meet a demand of over 4000 MW provided the gas supply
is available from SSGC.

Transmission

During FY 2023, following key milestones have been
achieved uplifting the transmission system reliability and
efficiency:

Enhancement in Grid Capacity:

During the year, overall transmission capacity was
enhanced by 162 MVAs with addition of new power
transformers alongside augmentation and replacement
efforts in existing grids. This takes the Company’s total
transformation capacity to 6,965 MVAs as of June 30,
2023. This capacity enhancement will strengthen the
flexibility and reliability of KE's transmission network and
enable the organisation to serve growing power demand
in growth centres.

Improvement in Reliability & Asset Lifecycle:
Initiatives during the year prioritised transmission
network reliability and efficiency. These included the
rehabilitation and reconductoring of existing circuits
along with addition of a new circuit in the system,
enhancing the transmission capacity at locations where
power demand growth is anticipated and increasing N-1
contingency. Replacement of existing insulators with
composite type is also achieved that added into overall
performance improvement.

System Monitoring and Control:

To improve the network visibility on Supervisory Control
and Data Acquisition system (SCADA], the transmission
telecom network has been strengthened through
installation of new Optical Ground Wire and Load
Dispatch Centre (LDC) / Disaster Recovery Centre (DRC)
links capacity is also enhanced. Cybersecurity
safeguards have also been enhanced to protect systems
from attack.

Addition of New Interconnection Points with NTDC:
Construction of the 500kV KANNUP-Karachi
Interconnection Grid is progressing rapidly which is
KE's first flagship Grid at 500kV Voltage level. Similarly,
the pre-commissioning activities of the 220kV Dhabeji
grid are also being fast tracked and the Grid is expected
to come on-stream in FY 2024. Both the interconnection
grids will enable the off-take of increased power drawl
from the national grid while harnessing the distant
affordable power resources.

Upgradation of Transmission System under
BQPS-III Project:

Upgradation of the transmission network connected with
the BQPS-III project is also underway. This includes
augmentation of two critical load grids and two generation
interconnection grid stations. The New Landhi grid which
was energised during the year is now serving the
industrial load growth. The 132kV interconnection solution
at KTPS enables evacuation of power from the Korangi
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Combined Cycle Plant on principle of embedded generation
which improves the network efficiency.

Distribution

Significant increase in consumer-end tariffs, fuel cost
adjustments and high inflationary pressures impacted
power customers across Pakistan. These factors
adversely affected customers’ ability to pay, resulting in a
decline in the recovery ratio to 92.8% in FY 2023 as
against 96.7% reported during corresponding period last
year. To facilitate low-income and vulnerable customers
with their bill payments during this period of economic
upheaval, while at the same time improving its recovery
levels, the Company has offered easy installments under
its "Hum Qadam - Payment Scheme”. Over 100,000
customers have benefitted from this solution and continue
to settle outstanding dues. At the same time, network
governance and anti-theft efforts have been scaled up;
during the year over 99,500 kg of illegal connections were
removed and approximately 2.7 million disconnection
attempts were carried out in cases of long-standing
default. The Company has also accelerated efforts to
electrify additional areas through network extension and
installation of 164,500 low-cost meters. Through these
efforts, despite extreme macro-economic issues which
led to reduction in industrial sent-out and increased
instances of power theft, the Company was able to
maintain its T&D loss and performed better than
NEPRA's benchmark for the year.

The Company is harnessing innovation for improved
customer service, strengthened reliability and real-time
visibility. In this regard, KE is digitizing the Low-Tension
distribution (LT) network which will enhance network
visibility, facilitate better monitoring, and enable
strengthened operations of the LT infrastructure. Shifting
to a periodic Preventive Maintenance Regime for
Distribution Transformers is another shift, which will
contribute to better customer experience through reduced
downtime while also minimizing maintenance costs.

Information Technology (IT)

KE has deployed Enterprise Resource Planning (ERP)
software with digitization of all core business processes/
modules and industry-specific solutions for power
utilities. The system binds together different lines of
businesses and is also seamlessly integrated with other
technology solutions and systems such as Company’s
website, KE Live mobile application, AMI systems and
meter reading systems. The centralized system
architecture and design are accessible through one
interface  and enable information  sharing,
cross-functional collaboration and efficiency gains. In
the next phase, the system will be upgraded to the
Cloud-based version with data-driven capabilities and
web/mobile-based user interfaces underpinned by user

trainings throughout the organization. These will include
documentation of business processes, role-based
trainings and train the trainer modules.

A resilient contingency and technology disaster recovery
plan is in place, focusing on ensuring quick and efficient
restoration of IT services in case of disaster or prolonged
downtime scenarios. Adhering to Business Continuity
Management Standards I1SO 22301 and ISO 27031, the
process addresses the risk of unexpected disruptions
and covers emergency response, risk management,
planning, IT continuity training and testing.

Cybersecurity

In the rapidly evolving digital landscape of today, the
significance of cybersecurity cannot be overstated. With our
organization embracing greater digitization, fortifying
our defenses against cyber threats becomes imperative.
To tackle this challenge head-on, decisive measures have
been implemented to bolster cybersecurity. This isn't
merely a choice, but a strategic imperative.

In this respect, the organization has successfully
achieved ISO 27001 Information Security Management
System (ISMS). Further, having adopted
Defense-in-Depth approach, there are advanced
technology tools and solutions in place including 24x7
cyber defense command center, Al driven detection and
response at endpoint and network layers, as well as
protection on internet-facing KE digital assets. Further,
the organization has embarked on the program to
strengthen and expand the cyber security defense
footprint onto the OT environment which includes
Generation, Transmission, and Distribution. Towards this
end, the organization is engaged with global leading
cyber security firms for cyber risk assessment,
management, and implementing corrective measures.

Cyber Security of ERP systems includes data security
through bench-marked security practices, risk and
failover management, attack prevention, and processes
for security advancement. Access to critical and sensitive
data is protected through a rigorous governance system
which provides intuitive user experience, dynamic access
control, and prescriptive analytics-driven access review
process.

Supply Chain

Supply Chain underpins the Company’s ability to deliver
efficient, sustainable, and customer-centric services.
Through operational excellence measures, KE's supply
chain processes are being benchmarked to global best
practices. At the same time, the Company is working
closely with local manufacturers to accelerate the
localisation of KE's value chain and source local
alternates to imported products and services. This
initiative will help enable the Company to overcome the
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national import constraints and continue to source
critical distribution and generation equipment. Not only
did this enable KE's business continuity, but it also benefits
the country through import substitution, preservation of
dollar reserves and job creation.

Fortifying The Path - Building
Resilience Through Enterprise
Risk Management (ERM)

Amidst the ever-shifting economic challenges and
dynamic industry landscape, our unwavering
commitment to fortifying our organization remains
steadfast. To pave the path for sustained prosperity, we
proudly rely on a robust Enterprise Risk Management
(ERM] framework, aligned with international best practices.
This empowering framework equips us to proactively
respond to existing and emerging risks, ensuring the
preservation of shareholder value as we continue our
journey forward.

Central to our achievements is the creation of a
comprehensive, robust, and continuously improving risk
management methodology. Our methodology considers
the unique dynamics of our industry and stays attuned to
emerging trends. By aligning our risk management
practices with the evolving landscape, we remain agile
and more prepared to navigate uncertainties.

Over the past year, we have taken significant strides
towards strategic risk management by integrating risk
management into our leadership goals, ensuring a more
resilient and forward-thinking approach.

Health, Safety, Environment &
Quality Initiatives

Benchmarking against global safety standards, KE is in
the process of implementing Process Safety Management
(PSM) and has deployed 12 PSM elements out of 22 in the
first phase. In line with this, Management Safety Audits
(MSAs] are undertaken across the hierarchy to reaffirm
visible leadership of safety and strengthen safety across
all operations. During the year, 71,484 MSAs were
completed and supplemented through 48,906 training
man-hours, drills, and safety engagement efforts.

As part of our commitment to continue strengthening the
reliability and safety of our network, grounding was
revalidated at 2,193 High Tension Distribution poles,
double earth and wire guards were installed across 2 km
of overhead network and 400 electricity poles were
replaced as needed. The Company also undertook robust
public safety awareness in hazard-prone areas through

its door-to-door Roshni Baji program. This was supplemented
by a safety outreach effort focused at school-children;
the program enabled messages of road, electrical and
general safety to reach 50,000 children during the year.
The Company also partnered with government and
regulatory entities for knowledge sharing and collaborative
safety messaging.

Under the scope of Corporate Quality, a comprehensive
Quality Policy and process optimization program was
deployed across all Business Units. This was underpinned
by a 4-Tier Quality Stewardship & Governance Structure
for the entire organization, capacity building workshops
and adherence to the 5S quality framework.

KE ensures 100% compliance with all applicable
environmental laws and regulations across Generation,
Transmission & Distribution network. This is validated
through independent monitors and Environmental
Protection Agency (EPA] approved laboratories, and
compliance reports submitted to the regulators as per
defined frequency. Hazardous waste is disposed of
through EPA approved waste contractors.

KE's Environmental Sustainability Management System
(ESMS] is in line with 1S014001:2015 and British Five
Star Environmental Sustainability Audit process.
Comprehensive environmental procedures are developed
in line with local legislation, IFC performance standards
and international best practices along with verification of
their implementation through internal Environmental
Audits.

Customer Experience

Customer experience is at the heart of KE's strategy with
digitization paving the way for strengthened customer
convenience. KE's WhatsApp platform has witnessed
significant growth, welcoming 240,000 new users during
the year while the KE Live platform has grown by 255,000
users. This takes the total number of digitally connected
customers to 1.3 million and KE's digital penetration to
60% from 47% in the previous year.

In addition to growing its digital touchpoints, KE is also
enabling digital self-services; KE customers can now
apply for their new connections online through a
seamless process. For customers who use KE’s physical
touchpoints, expansion of Customer Facilitation Centers
(CFCs) and Integrated Business Centers on Wheels (I0W)
has enabled services within communities. KE's Customer
Experience benchmarks are regularly tracked and measured
through independent mystery shopper programs.
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