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In July 2013, all the five federal and provincial governments consensually approved the ‘National Energy (Power) Policy’ to get rid of the chronic crises hampering national economic growth and affecting all facets of life.

Eighteen months down the road, the government has so far not made full public disclosure of its performance, though required under international loan agreements.

While a report for the first full year (January-December 2014) was presented to the Economic Coordination Committee (ECC) of the Cabinet last month, an exercise has been in progress for three weeks to finalise an edited version that could be subsequently released to the public.

Although the government has completed almost all ‘paperwork’ to suggest progress on key benchmarks of the loan requirements, the practical improvement of the sector still seems far off the mark despite the almost 75pc increase in the permanent base tariff.

The system losses have not gone down; receivables have gone up; load shedding is more or less the same as it was two years ago; and the frequency of national power breakdowns has increased. Many public sector power companies still await permanent top managers.



The ultimate goal of a market for the power sector with multiple buyers and sellers will be a far cry as long as the distribution and generation companies are in the public sector



But at least a programme matrix had been finalised to track down action plans covering up to one year, 1-3 years, and 3-5 years under a requirement of the development policy credit of the Asian Development Bank, the World Bank and the Japan International Cooperation Agency (Jica). The government would now be required to provide quarterly progress reports to these lenders. But the problem with this is that the government usually finds political reasons to avoid their implementation.

On managing the tariff and subsidy, the government had last year increased consumer tariff by 35-72pc for various categories in different phases. It wanted to include last year’s interest payments of Rs480bn to private power producers in the consumer tariff, but the power regulator, Nepra, found it against the law.

As a last resort to meet the IMF’s benchmarks, the government used its ‘sovereign powers’ to impose a 30-paisa per unit equalisation surcharge on electricity rates on October 3, followed by a Rs1.50 per unit surcharge on November 3, and a 60-paisa per unit surcharge on December 3 by taking advantage of the falling oil prices and resultant pass through so that the consumers do not feel the impact of the tariff increase all at once.

This was considered important to mitigate the un-sustainability of the sector, given the partial cost recovery by utilities. Under this head, the subsidy policy for low-income residential consumers has been agreed to with the lenders, while Nepra is in the process of determining multi-year tariffs and the monthly accounting for payment of arrears by distribution companies to the central power purchasing agency and forward-looking automatic fuel price adjustment.

The government has also taken almost 18 months to ‘direct’ four discos — Peshawar, Hyderabad, Sukkur and Multan — to outsource the collection of their feeders with losses of 50pc and above to the private sector. It has also directed all distribution companies to implement revenue protection programmes to ensure correct billing, reduce losses, control theft and improve collection.

Despite a political decision by the Council of Common Interests for a mechanism for automatically adjusting the amount of receivables from the provincial governments and agencies, there has been no-to-slow progress on paper. It also faced problems due to the privatisation programme.

On paper, the government has also signed performance contracts, including operational and financial performance indicators and the monitoring framework. Its outcome would need to be followed. Also, it would be important to see how an agreement endorsed by the board of directors of discos — reflecting the purchasing of power from existing thermal power plants with the energy price based on heat rate testing — are implemented.

On opening the market, the government has not been able to increase gas supply from existing resources because of increased pressure from the textile industry to run its captive power plants, despite strong opposition from the ministries of water and power and petroleum.

The opening of the gas market to direct contracting sales to large customers would only be possible once LNG imports materialise. The ultimate goal of a market for the power sector with multiple buyers and sellers will be a far cry as long as the distribution, transmission and generation companies are in the public sector, with system losses running as high as 20pc.

Under the national policy, the government had also committed to increase electricity generation to 26,800MW, reduce average electricity rates by more than 30pc, achieve zero load shedding, encourage huge public and private investment, and import electricity from India, Iran and Central Asian states in three years.

The import of power from India is no more an option at the moment given the hostile bilateral relations, while import from Iran would remain dependent on Tehran’s successful nuclear talks with the US-led Western world.
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