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Relief in power tariff to large industry: SMEs to be financed through Covid-19 
Fund 
ISLAMABAD: The industrial package with discount in power tariff by 25-50 percent announced here 
on Tuesday by Prime Minister Imran Khan will be financed from the Covid-19 Fund. 
 
The electric power tariff on incremental consumption of electricity by large scale manufacturing 
industry has been reduced by 25 percent and 50 percent for medium enterprises (SMEs) from 
November 1, 2020. More importantly, the peak hour tariff has also been scratched. 
 
“We have estimated the loss in revenue in the next eight months at about Rs 25-30 billion, which will 
be funded through the Covid-19 fund,” a senior official of the Power Division told The News. “We have 
worked out some assumptions under which 500-700MWs more electricity will be utilized in the next 
eight months by the large industry and small medium enterprises (SMEs) that will provide to some 
extent solace to the government in terms of capacity payments." 
 
Federal Energy Minister Umar Ayub Khan confirmed to The News that the loss in revenue that the 
Power Division will brave on account of discounted tariff to industry and SMEs will be financed by the 
Covid Fund and to this effect, the IMF has given its nod to the government. He said that when the first 
wave of Covid-19 hit the country, the Finance Ministry had allocated some amount under the Covid 
Fund for the loss it braved on account of closure of all industrial, and commercial activities due to 
lockdown but the situation improved and an amount of Rs21 billion in the Covid Fund remained 
unspent. The loss will be borne through that fund. 
 
However, the official said that the government has decreased the power tariff on additional use of 
electricity for large scale industry by 25 percent to Rs12.9 per unit from Rs18 per unit for the next 
three years from November 1, 2020. And the tariff for Small Medium Enterprises has been reduced 
from Rs16 to Rs8 per unit till June 2021 and after that it will be reassessed if the package for SMEs 
will continue or not. 
 
The official said that the loss by the power sector will be funded from the Covid-19 Relief Fund. 
However, with the relief package, the industrial activities will pick up momentum generating more 
jobs. The business community will come out of uncertainty and will be able to carve out their business 
plans and expand their existing facilities when they have firm power tariff at lower side for the next 
three years for additional electricity use. The doing away with the peak hour tariff will allure 
businessmen to run their industrial plants 24/7 as their cost of doing business will also go down. And 
this is how the government is going to put Pakistan on the way to industrialisation. In return of the 
government’s industrial package, the economic activities in the country will accelerate and the 
government will have a reasonable increase in tax collection. 
 
The official said that the government was facing the biggest challenge of capacity charges payments 
and with reduction in tariff, the electricity consumption by the industrial sector will increase. And this 
will help reduce the burden of capacity payments to some extent. When power plants are not 
operational, then capacity payment stands at Rs4.9 per unit and in case it is operational, then it comes 
down to Rs2.75 per unit. 
 


