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End consumers pay Rs190 bn in power tariff due to jump in dollar 
ISLAMABAD: The power consumers have so far paid a whopping Rs190 billion in the tariff in 
just two years of the incumbent government just because of the dollar appreciation that went 
up by over 40 percent against the rupee. 
 
Pakistan’s power sector is heavily dependent on imported fuel that include diesel, furnace oil, 
LNG and coal for electricity generation and the tariff is in cents not in rupees and more 
importantly the capacity payments to IPPs is also in dollar terms. “We have to pay capacity 
payments of Rs850 billion in the current financial year 2020-21 and if dollar value was not 
increased, then the government would have to pay Rs650 billion in the head of capacity 
payments in the current financial year,” a senior official at the Power Division told The News. 
 
The official said that capacity payments that end consumers will pay in the current fiscal stand 
at Rs850 billion will swell to $1 billion (Rs1.68 trillion) in just next 3 to 4 years. When asked if 
the circular debt soars to Rs4000 billion in 2025 as has been predicted in the study done by 
Engro Corporation, he responded saying that the country is virtually heading towards the 
figure of Rs4000 billion if the inefficiencies are not eroded and corrective measures are not 
taken. 
 
To a question, he said that in the last financial year 2019-20, circular debt increased by Rs538 
billion and in case the situation is not improved, then in the years to come the monster of 
circular debt will alarmingly balloon to a level where the economy will get damaged the most. 
 
While highlighting the reasons for 100 percent surge the circular debt that has increased to 
Rs2.219 trillion from Rs1.1513 trillion in June 2018, the official said that there are structural 
flaws in tariff and the time lag in notification of monthly fuel adjustment, quarterly fuel 
adjustment and annual tariff is causing the increase in circular debt. He said that prior to 
freezing the tariff incase from November 2019, there was a time lag of two months in monthly 
fuel adjustment, 6 month in quarterly tariff and one year time lag was in annual tariff and still 
the situation has worsened to this effect. 
 
The official said that because of time lag in the said tariff the circular debt is on the rise. He also 
pinpointed some more structural flaws and inefficiencies at operational level, saying that 
suppose Central Power Purchase Agency (CPPA) buys electricity from power houses of Rs100 
then after deduction of transmission and distribution losses and impact of time lag in tariff 
notification it is unable to provide to DISCOs the electricity valuing Rs100, rather it gives the 
electricity of Rs70 to DISCOs instead of Rs100. The DISCOs bill the electricity of Rs70 to end 
consumers and because of their 25 percent inefficiency such as line losses and theft, they 
recover the amount of Rs45 out of the electricity billed at Rs70 that was originally purchased in 
Rs100 by CPPA. ‘This means that the loss in operational level stands at Rs55 out of electricity 
purchased at Rs100.’ 


