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The scale and extent of the appalling performance by the energy sector was yet again revealed during a 
recent briefing by distribution companies (Discos) to the Senate Standing Committee on Energy as well 
as the Ministry of Finance. This acknowledgement has prompted Ali Zafar, the caretaker minister for 
energy, to state in the Senate as well as in his media interactions that while the PML-N government did 
increase generation capacity yet it ignored strengthening the obsolete transmission and distribution 
network which is the main reason behind load shedding after the caretaker government took over power 
on 1 June this year. 
 
The Discos cited two major factors in their presentation responsible for the rising circular debt. First, that 
the general sales tax is being levied not on actual billing based on transmission by the Discos, as it 
should be considering that sales tax is payable on actual sales, but is being charged on an assessed 
amount. According to data, in the public domain different Discos have different levels of receipts, with 
some showing less than 70 percent receipt of the billed amount; however on average, the Ministry of 
Energy claims that receipts are around 83 percent, or 17 percent of the total billed amount is not cleared 
by consumers. This indicates that those consumers who clear their bills on time are paying GST on 
electricity consumed by those who have not cleared their bills. In this context, it is relevant to note former 
Managing Director Pepco Tahir Basharat Cheema's contention that the PML-N's claim that revenue-
based load shedding was a fair way to make people pay for electricity used but not paid for was actually 
'unfair' given that in Khyber Pakhtunkhwa, Sindh and Balochistan technical losses are higher than in 
Punjab due to long spread of electricity lines and weaker distribution/transmission systems and 
consequently they suffer more under the revenue-based policy. 
 
And secondly, debt procured by the sector, with the commercial banks resisting any further exposure to 
the sector on the grounds that they are over exposed to it, is divided up between different Discos who 
then pass it on partly to the end consumers and is partly payable under the tariff differential subsidy by 
the Ministry of Finance which budgets a certain amount for this purpose that by the end of the year is 
invariably more than what is budgeted with consequent repercussions on the budget deficit. 
 
It has now become patently evident that the claims of the PML-N government during its recently 
completed five-year tenure with respect to meeting demand for power and at the cheapest possible rate 
are simply not accurate. Average tariff today is 14 rupees per unit in contrast to 7.50 rupees per unit that 
the PML-N inherited. Cheema recently pointed out that the main reason for a decline in power sector 
sustainability was the PML-N government's flawed decision to support costlier power generation which 
accounts for an increase in the basket price by 3 rupees per unit: from 6 rupees per unit to 9 rupees per 
unit subsequent to the addition of 10,000MW. LNG, the major contribution of former Prime Minister 
Shahid Khaqan Abbasi to the sector, costs 9.50 rupees per electricity unit generated, higher than the 
average of 9 rupees per unit, and hence its impact on the tariff is significant though it is cheaper than 
furnace oil. 
 
The outcome of poor energy sector performance as well as flawed policy decisions account for the rise in 
circular debt from 423 billion rupees that the PML-N inherited in June 2013 to the current 870 billion 
rupees. The energy sector remains in crisis and much work would have to be done by the next 
government. 
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