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“Clean & Green Pakistan”,

STRATEGIC RE-POSITIONING OF KP ENERGY SECTOR

Nature has gifted Khyber Pakhtunkhwa (KP) with huge natural resources of hydropower, oil &
gas and minerals. However, these natural resources have remained largely untapped. Out of the
identified 30,000 MW of hydropower potential, 6,000 MW (33000 GWH having generation
cost Rs.63 Billion) have been developed so for and approximately10,000 MW are at different
stages of implementation amounting to Rs.100 Billion revenue per annum
a p p r o x i m a t e l y. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Similarly, out of the 27 oil and gas exploration blocks, only 4 are currently producing about
45,000 BPD of crude oil (50% of national production) worth Rs. 131 Billion
per annum, 490 MMCFD of gas (12% of national production) having an estimated monetary
value of Rs. 147 Billion per annum and 850 TPD of LPG (40% of national production) amounting
to Rs. 19 Billion per annum.
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In wake of the 18 Constitutional Amendment, provincial governments have become
significantly more empowered, venturing into new areas that previously were the exclusive
domain of the federal government. This requires greater coordination amongst different
ministries and government institutions. The expansion in the scope of activities of E&P
Department necessitated the support of additional human resources to meet the demands
placed on it.This was achieved by initiating a Capacity Building Program targeted at creation of
new posts, such as a Special Secretary, two Additional Secretaries, two Deputy Secretaries and
three Section Officers with associated Job Descriptions and Key Performance Indicators.
Additionally, the hiring process of four MP-I Scale
positions of Technical Advisors Power, Solar, Legal and Oil & Gas Expert, has been initiated to
provide expert advice to the provincial government in this highly complex sector which was
missing so far...................................................................................................................................................
The E&P Department has introduced a dedicated Citizen Complaint Redressal Cell that
addresses citizen complaints and tracks progress through the Pakistan Citizens Portal.
A File Tracking System has been created to keep track of the progress of files across a number of
metrics on fast track basis.A Task Management System has been put in place with the purpose of
keeping track of the status of each task mandated to the E&P Department and gauge the quality
as well as efficiency of disposal against each task.
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The GoKP decided on restructuring Pakhtunkhwa Energy Development Ogranization (PEDO)
keeping in mind the ever increasing significance of energy sector in today’s fast changing world.
PEDO Act 2020 was legislated enabling PEDO to respond to the administrative and financial
demands placed on the organization. The Act ensured a shift on reliance from government
funding towards commercial mobilization of capital ensuing sustainable operations.
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In line with international best practices, the GoKP has hired a professional CEO and reconstituted Board of Directors comprising experienced professionals to steer KPOGCL
towards success and profitability. In a strategic shift, KPOGCL has steered away from block
operatorship to investing in JointVentures with reputed exploration & production companies in
order to reduce its financial exposure,mitigate risk, benefit from the expertise of market leaders
and achieve company’s targets.

‘’Clean & Green Pakistan”,
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The CCI in its meeting held on 23-12-2019 decided that its previous decisions on the
matter would remain intact. The CCI further decided to constitute a Committee of
technical and financial experts to propose an out of the box solution for payment of NHP
to entitled provinces. GoKP has nominated two members on the Committee Further the
Deputy Chairman Planning Commission (DCPC), in his report presented during the CCI
meeting held on 23-12-2019, inter-alia, mentioned that several decisions in the matter taken
during the last three decades by Constitutional Forums such as NFC, Federal Cabinet, CCI and
Supreme Court of Pakistan regarding NHP are settled and cannot be re-opened.The findings of
DCPC also mention that Article 154(7) of the Constitution provides that remedy of Joint
Session of the Parliament in case any party is dissatisfied with the decision of CCI. More
importantly, the Technical Sub-Committee confirmed that GoKP and GoPb have calculated
NHP as per KCM.This is a spectacular achievement of the GoKP.
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HPPs.

As a gesture of good will to support the efforts of the federal government to reduce payment
of capacity charges in the system and to set a precedent for other power generators to follow,
PEDO voluntarily shifted from a “take or pay’’ model to “take and pay’’ model. This is the first
time that such a development took place in the history of power sector in the country.
In addition, for the first time ever in Pakistan, these EPAs contain an “exit” and a “re-entry”
clause.

The IGCEP 2047 prepared by NTDC forecasting future energy requirements of Pakistan. It
envisages an enery mix for the next 27 years which impacts major private and public sector
investment decisions across generation, transmission and distribution.The document was first
published in Feb 2019 wherein most of the KP projects were allocated for completion after
2040 thereby nullifying efforts of the Provincial Government to harness its clean and green
hydropower potential.The issue was raised by Energy & Power Department at the Federal Level
with the Power Division and NEPRA.
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Shifting to Commerical Capital Market
Realizing the scarcity of government financial resources, E&P Department has initiated a process
of a strategic shift towards arranging commercial funding from the capital market for optimum
utilization of its hrdro power potential instead of financing these projects from scarce public
funds.The rationale behind this police is to move towards commercial and financial sustainability
of PEDO and the province. Moreover, strong partnerships with multi-lateral agencies and
foreign companies are also being established for financial and technical support. The E&P
Department and PEDO are also working on other feasible options for developing a financial
model to raise funds for its future projects.
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3.3.2 Batakundi HPP- 96 MW Partnering with IFC

GoKP has engaged the International Finance Corporation (IFC) to provide transaction advisory
services to PEDO for arrangement of necessary financing for development of hydropower
projects in PPP mode. IFC is a sister organization of the World Bak Group and is specialized in
advising governments of emerging countries in structuring and implementing Bankable PPP
transactions. IFC will also carry out technical, legal and environmental due diligence for 96 MW
Batakundi HPP.
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Chief Minister Khyber Pakhtunkhwa Mahmood Khan inaugurating Five Mini Hydro Power Projects at Kaghan
District Mansehra
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3.5 World Bank Funded Hydropower
Projects - 245 MW

PEDO is executing two hydropower projects
in District Swat, namely 88 MW Gabral Kalam and 157 MW Madyan HPPs with the
financial assistance of World Bank with a total cost of Rs. 142 Billion. The World Bank
will provide US $ 450 million while the share of GoKP will be US $ 151 million.
Additionally, funding up to the tune of US $ 185 million will be arranged through
commercial financing to be raised with the assistance of the World Bank. Revenue of
approximately Rs. 10 Billion/annum will be generated after completion of these projects.
Feasibility studies will also be conducted for 10 Hydro Power sties.
The project includes a first ever hybrid model in
the country, wherein approximately 20 MW of
solar power generation will be installed in the
available unutilized space on project sites. In
addition to revenue and employment generation,
this project will also help in capacity building
of PEDO through foreign reputed consultant.
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100 Villages Through
Solar / Alternate
Energy Phase I

0.87 MW
(200 W
each
system)

1566 MWH

Solarization of Chief
Minister’s Secretariat /
Chief Minisster’s House
376 KW
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2900 House
holds

1.566 M
units / yr

Rs.25 M
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5.1 Kohat Area Development Program (Rs. 15 Billion)
Over the years, billions of rupees under the royalty share of Kohat Division have been spent in
total disregard of the socio-economic needs of the area. Consequently, the desired results of
improving the livelihood of the locals could not be achieved.In light of Prime Minister Directives
and to ensure the optimal utilization of these funds, Energy & Power Department with the
support of UNDP and FCDO proposed a five year Rs. 15 Billion, Kohat Area Development
Program and after GoKP approval, has been handed over to P&D Department for
implementation. The project includes construction of 8 small dams, rehabilitation of 8 existing
irrigation schemes, operationalization of 39 non-functional water schemes, rehabilitation of 100
existing water schemes, solarization of 100 existing water schemes, rehabilitation of 100 Km of
rural roads, provision of missing facilities for 135 Girls primary schools, provision of missing
facilities for 65 Basic Health Units, poverty reduction and natural resource management.
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The Provincial Cabinet has given approval to a comprehensive investment plan worth Rs. 20.5
Billion from Accelerated Implementation Program (AIP) for the next three years. KPOGCL will
be investing as JointVenture Partner in 8 exploration blocks yielding high returns to the GoKP in
Terms of royalties and dividends. Similarly, Provincial Cabinet has also approved the investment
plan worth Rs. 15 Billion for the next 10 years to be funded from Oil & Gas Royalty.Accordingly,
These royalty funds will be invested by KPOGCL in 12 exploration blocks of merged and settled
Districts of Khyber Pakhtunkhwa as JV partner. Benefits of this program include; expected
revenue of Rs.13 Billion annually, boost in oil and gas exploration activities in the region, creating
Local job opportunities for more than 2000, revival of local economy, increase corporate social
Responsibility (CSR) and social welfare obligations in the Region.
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As a result of vigorous efforts of the E&P Department, the Federal Government for the first time
has approved 5 mega gasification schemes worth Rs. 11 Billion for Karak, Kohat, Hangu,
Peshawar & Charsadda.These projects will provide gas to approximately. 80,000 Households i.e.
400,000 individuals and will reduce low gas pressure issues of Peshawar & Charsadda. The
projects will also aid in reducing UFG losses which will result in saving billions of rupees for the
Federal Government. GoKP has agreed to provide Rs. 4.7 Billion from its own resources and
has already paid its due share of Rs.850 Million to SNGPL for early completion of the projects.

Total

Rs.87.602 Billion
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Total

Rs.81.298 Billion

Grand Total

Rs.168.9 Billion

KPOGCL and OGDCL in a oint venture partnership announced Oil and Gas discovery in
Dhok Hussain Well-I located in District Kohat. The well has started to inject 15 MMCFD
(worth Rs. 4.5 Billion) of gas and 360 BPD (worth Rs. 1 Billion) of oil into the national pool.
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