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Power consumers passed on cost of debt servicing  
 
MUSHTAQ GHUMMAN  
 
ISLAMABAD: The federal government passed on the cost of debt servicing on 
consumers in the tariff to pay off the recently raised loans of Rs 180 billion from 
commercial banks aimed at clearing some portion of the circular debt.  
 
This was disclosed by Senior Joint Secretary Finance, Sheikh Anwar at a meeting of 
special committee on circular debt under the chairmanship of Syed Shibli Faraz. The 
meeting of special committee lacked quorum with only three senators including the 
convener present and it turned into a Shibli Faraz Show as the two Senators i.e. Dr 
Sikandar Mandhro and Senator Bahramand Khan Tangi did not ask a single question 
about circular debt.  
 
Joint Secretary Finance apprised the committee that in January 2018, the former Prime 
Minister was apprised that the circular debt had reached Rs 514 billion as of December 
31, 2017 of which Rs 298 billion was Energy Purchase Price (EPP), Rs 105 billion 
capacity payment and Rs 100 billion plus interest on loans.  
 
He claimed that it was decided to raise Rs 250 billion through marketing finance to pay 
arrears of energy purchased from power producers besides cash adjustments. For this 
purpose Rs 180 billion (Rs 80 billion +50 billion +50 billion) was raised from commercial 
banks.  
 
He further stated that the government imposed debt servicing surcharge on consumers 
in the tariff to pay off these loans. However, he did not share the exact amount of debt 
servicing surcharge.  
 
Senator Shibli Faraz questioned the representative of Finance Division whether new 
loans are arranged without seeking any reason or justification from the Power Division. 
All such questions are raised prior to seeking new financing from the banks, he was 
told.  
 
Senator Faraz pointed out that power sector’s debt has entered the one trillion rupee 
club. A Joint Secretary of Power Division (Power Finance) concurred. According to a 
presentation of Power Division, delay in release of agri and tariff differential subsidies, 
power recovery, T&D losses beyond Nepra targets of 17.5 per cent with actual losses 
recorded at 22.24 per cent and determination of lower tariff than requested are the 



major reasons for the piling of circular debt.  
 
The presentation further noted that receivables stood at Rs 231.118 billion as of 
December 31, 2017, of which Rs 172 billion were overdues from consumers, Rs 21 
billion from agriculture/ subsidy from GoP, receivable of agriculture sector/subsidy from 
Government of Balochistan and Rs 20.245 billion Tariff Differential Subsidy (TDS).  
 
Payable to CPPA for power purchase stood at Rs 213.840 billion as on May 31, 2018 
whereas allocation for circular debt loan was Rs 34.494 billion.  
 
The financial impact of T&D allowed by Nepra of 17.50 per cent and actual losses of 
22.24 per cent has been calculated at Rs 3.528 billion.  
 
Power Division further explained that tariff determination for 2015-16 was notified on 
March 22, 2018, whereas tariff petitions for 2016-17 and 2017-18 have not yet been 
determined. Tariff petition for 2018-19 was filed last month.  
 
Convener Special Committee was visibly angered at 15 year LNG contract with Qatar 
finalised by the former Prime Minister Shahid Khaqan Abbasi. He stated that LNG-fired 
power plants have been set up on “must run” basis; however, Joint Secretary Power 
Division Zargham Eshaq Khan dispelled this impression saying that RLNG plants are 
operated in accordance with merit order.  
 
Shibli Faraz also invited private sector stakeholders interested in renewable energy 
projects but the government put a halt on them, adding that they were facing step 
motherly treatment. However, Joint Secretary Power Division clarified that the project 
sponsors had sought tariffs of 17 cents and 14 cents per unit which were not acceptable 
to the government. He maintained that when tariff for renewable projects decline to 5.83 
cents from 14 cents per unit, the government will decide to award projects on 
competitive bidding for which documents are being prepared.  
 
Senator Shibli Faraz also expressed annoyance at the absence of Chairman Nepra Brig 
Tariq Saddozai (retired) from three consecutive meetings and directed the 
representative of Nepra to ensure Chairman’s presence in the next meeting. He said 
undue burden has been shifted to the consumers due to which they are forced to steal 
electricity.  
 
Chief Executive Officer (CEO) Alternate Energy Development Board (AEDB) gave a 
detailed presentation on renewable energy resources, ongoing projects and future 
projects. He stated that Quaid-i-Azam solar project established by the Punjab 
government is producing electricity more and less as per international standards. Chief 
Executive Officer, Quetta Electric Supply Company (Qesco) also gave a briefing about 
his company’s affairs including agriculture tubewell consumers who are about 78 per 
cent of total consumers but do not pay their dues of Rs 10,000 per tubewell.  


