PA}(ISTAN POWER DISTRIBUTION SYSTEM
AND
OPPORTUNITY FOR INVESTMENT IN DISTRIBUTION AND GENERATION SECTORS.

Executive Summary:

In the current economic crunch, the power tariff and inflation are considered as whistle-
blowing for a huge unrest in the country. Therefore joint session of trade bodies and Executive
Committees operating in the geographical locations of district Swabi and having an economic
impact over the adjoining areas of district Swabi has been scheduled today 31 -08- 2023 at
0400pm in the secretariat office, of the Swabi Chamber of Commerce and Industry located at 1
-B near EZDMC Office Gadoon Amazai Industrial Estate.

Therefore the R&D Department of the Swabi Chamber of Commerce and Industry prepared its
draft with possible solution to counter the problem with a possible solution.

The details about the shared short statistics are as follows;

1. The Approximate Circular Debt of the Power Sector is Rs. 1400 billion.

2 Demand for Immediate decrease from IMF is Rs. 952 billion.

3. The cause of Line Losses Is Projects in the Deep Remote Areas of Pakistan.

4 The Transmission Line Length is around 19,500 km all over the country with the capacity

of 12,284 GWh with a reported increase of 23% month —on— month basis, but seems
lower than the level as reported last fiscal year.

Power Losses 22000 plus GWh as per DISCOs. Aggrigate line losses 29.9% of circuiation
Revenue Losses 520 billion every year.

Subsidies to Power Sector 675 hillion.

Huge investment is required from the private sector in the Renewable Energy Generation
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Sector.
9. 24,000MW Power Generation from Renewable consider as possible till 2030.

Pakistan only needs to enhance cheaper energy generation the imported fuel mafia will not
loosen its grip over the energy sector and we will keep thinking about producing at least 50
percent of our total demand through clean and cheaper energy resources like hydel, solar, and

wind energy.
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Contextual: A

The energy sector of Pakistan has been in a circular debt trap for a long, and the IMF Extended
Fund Facility (EFF) arrangement also indicates that the country must cap its circular debt
through the ‘Circular Debt Management Plan’ (CDMP). Total circular debt is around Rs 1400
billion and the immediate decrease of circular debt demanded by the IMF is around Rs 952
billion.

Dependent on thermal energy and victim of the fossil fuel mafia, Pakistan is facing today what
we had planned in the early 1990s. There is a long story about how multinationals with the help
of bureaucracy made fools of politicians for restructuring WAPDA in 1992. | was covering
WAPDA as a beat Reporter in the 1990s and still remember that line losses in 1992-95 were
around 12 percent while the government with a single stroke of bureaucratic pen allowed
Independent Power Producers (IPPs) to enjoy 18 percent line losses. We must remember that
the burden of line losses falls on consumers who pay for line losses, not the IPPs or the
government.

WAPDA’s Strategic Plan 1992, re-structured WAPDA and only Hydel generation remained with
WAPDA, while its other functions were unbundled. Several public sector entities were installed
including Transmission and Dispatch Companies (NTDCL), Distribution Companies (DISCOs), and
Generation Companies (GENCOs). The Private Power and Infrastructure Board (PPIB) was
established in 1994 to provide a one-window facility to Independent Power Producers (IPPs).
The above-mentioned arrangements provided huge opportunities for the District Management
Group (DMG) group, now called the Pakistan Administrative Service (PAS) group, for lucrative
salaries and controlling the entire power structure of Pakistan and minimizing the role of
practitioners and experts, like public sector engineers. Private Sector Power Generation (PSPG)
was inducted in Pakistan in 1994. These bureaucrats were now in a position to deal with a
forthcoming lot of independent private power producers, and a regulatory body namely NEPRA
was created in 1997 where the DMG/PAS group ensured a monopoly.

Since these arrangements, nothing is in the hands of politicians, and the federal ministry and
minister were made puppets of what the above-mentioned authorities decide. Since IPP was a
lucrative commercial activity for everybody linked with this business, the hydel sector was
totally ignored and for the next two decades, nothing was done to plan for hydel energy
resources. By 2022, the share of thermal energy was over 69 percent, hydro was 27 percent
and renewable energy share stood at 3.15 percent.

Since thermal power generation occurs in far-flung areas the length of transmission lines
extended after the 1990s increased, so the line losses increased. Right now 500 kV/220 kV
Transmission Lines length is 19,500 km.

In 2015, the PML{N) government introduced the “Power Generation Policy 2015” to facilitate
private investment in indigenous resources for controlling the import budget of foreign oil for
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thermal plants. [t must bé remembered that according to IPP contracts, it is the responsibility of
the government of Pakistan to provide imported oil to thermal plants— that is the reason for

circular debt.

Many independent studies indicate that one of the major causes of the increase in energy unit
price to consumers is line losses. In the financial year 2021-22, the amount of power lost
during transmission by distribution companies was recorded at 22,298 GWh. In the same
fiscal, the financial effect of transmission and distribution losses as a result of the inability to
reach National Electric Power Regulatory Authority (NEPRA) goals was also calculated at Rs
520.3 billion.

Major investment is needed in the transmission system, including new automation and control
systems, establishing more wind and solar energy facilities, and initiating small-size hydel
projects. Small-size to medium-size hydel projects take two to five years for production while
solar and wind energy can be produced in the shortest possible time.

The IMF is directing Pakistan to finance an unbudgeted Rs 675 billion power subsidies with a
mix of electricity tariff increases and other revenue-enhancing measures. The government
would soon enhance the price per unit which has already increased to domestic and
commercial consumers According to insiders, all the tariffs were revised with inflated applied
rates as per the agreements with IMF.

Governments Likely To Handover Discos To Provinces:

This decision, if implemented, will result in the cessation of a uniform tariff for power consumers across
the country as the provinces will individually decide electricity rates and subsidies to be given to

consumers.
- According to official documents, the Sindh government will have ownership of the Hyderabad
Electric Supply Company —HESCO and the Sukkur Electric Supply Company —SEPCO.

- The Quetta Electric Supply Company —QESCO will work under the Baluchistan government while
the Islamahad Capital Territory (ICT) and Punjab will jointly own the Islamabad Electric Supply
Company (IESCO), DISCO that supplies power to the federal capital.

- Four DISCOs—the Lahore Electric Supply Company -LESCO, the Gujranwala Electric Supply
Company —GEPCO, the Faisalabad Electric Supply Company —FESCO, and the Multan Electric
Supply Company —MEPCO —will be handed over to Punjab.

~ Khyber Pakhtunkhwa (K-P) will own the Peshawar Electric Supply Company —PESCO and the
Tribal Areas Electric Supply Company (Tesco).

A policy framework for handing over distribution companies to the provinces has been prepared. Due to
electricity theft, and non-receipts, the national treasury is not able to bear the burden, the document
said.
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&
Mandate of Caretaker Government and Transfer of DESCOs to Provincial Governments:
The caretaker government has no mandate to transfer the ownership and control of power
distribution companies (Discos) to the provinces, which will burden the provinces with losses of
hundreds of billions of rupees.

Neither the caretakers in the center nor the provinces are mandated to give or take the burden
of hundreds of billions of rupees lost to the provinces, as per reporting sources. Only an elected
government with a public mandate will be empowered to make such a vital decision, the source
said.

- The caretaker government has once again raised the matter of transferring the
ownership and control of Discos to the respective provincial governments, subject to
provincial concurrence. All of a sudden, the caretaker government has decided to place
the matter of provincialisation once again before the Federal Cabinet for consideration,
the source said. it is not the domain of the federal government to decide regarding the
provincialisation of Discos. It is the domain of the Council of Common Interest (CCl) to
decide regarding such important matters, the source said.

- During the tenure of the PML(N) government (2014-2018), the federal government had
tried to hand over the ownership of the Peshawar Electric Supply Company to the then
PTI government of Khyber Pakhtunkhwa, the source maintained. However, the
provincial government of PTI had refused to take over ownership and control of
distribution companies only, without control over power generation, the source added.

- Even in the PDM government, only Sindh had shown conditional readiness for taking
ownership of the Discos, while the remaining provinces were reluctant to own the
distribution system, said the source. In the last days of its tenure, the PDM government
had moved a summary for transferring power distribution companies (Discos) to the
provinces to the Council of Common interests (CCl) for approval.

The matter falls in the purview of the CCl and its approval is required for transfer of ownership
of DISCOs to the provincial governments based on subsequent agreements between the
respectable provincial and federal governments. The CCl will also approve the policy framework
for the transfer of the ownership and control of Discos to the respectable provinces.

A draft policy framework was also distributed among the stakeholders. As per the draft, the
federal government shall transfer the shareholding of the Discos located in each province to the
respective provincial governments on the basis of mutual agreement with each provincial
government including agreement on the number and/or sequence of each transfer.

The modalities of transfer shall be worked out between the government (GoP) and each
provincial government, including commercial terms of the transfer; assets and liabilities of each
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DISCO, agreement on allécation of current and future liabilities of each DISCO, agreement on
present commitments of the DISCOs with the GoP, etc.

Agreement on present and future capacity commitments, transmission-related issues,
electricity trade, and compliance with national power policies and the generation capacity
expansion plans is also part of the draft policy framework. Similarly, the draft includes an
agreement with respect to past and current employees of the DISCOs. The federal government
shall make necessary amendments to the NEPRA Act, the rules/regulations made there under,
and any other laws, rules, or regulations if required to affect the transfer. The federal and
provincial governments shall obtain the necessary regulatory approvals to carry out the transfer
of Discos.

Possible Suggestion:

Currently the IPPs / Fuel Mafia affecting the 50 percent of Energy Consumer monthly bills.
Therefore as the renewable power generation sources are the appropriate option for
Pakistan.

A World Bank-funded “Variable Renewable Energy Integration and Planning Study” indicates
that solar and wind power should be urgently expanded to at least 30 percent of Pakistan’s
total electricity generation capacity by 2030.

Everybody knows that expanding renewable energy will make electricity cheaper and will
achieve greater energy security. Installation of solar and wind power facilities is possible with
the proximity of the areas where energy supply is needed, therefore such facilities would have
shorter lengths of energy transmission and line losses would reduce drastically. A World Bank
study indicates that Pakistan can save import of oil for energy production (thermal) of up to $5
billion over the next 20 years.

According to another report, utilizing just 0.071 percent of the country’s area for solar
photovoltaic (solar PV) power generation would meet Pakistan’s current electricity demand.

Pakistan has several well-known wind corridors with average wind speeds of 7.87 m/s in 10
percent of its windiest areas; mostly in Baluchistan while solar energy can be produced
anywhere in Pakistan. Nevertheless, the installed capacity of solar and wind energy in Pakistan,
at just over 1500 MW, is just 4 percent of total capacity, equal to around 3.5 percent of total
generation.

Hydel energy is increasing in Pakistan thanks to the CPEC project and Chinese intervention in
Pakistan’s ener'gy market. Moreover, the utilization of local coal for thermal energy production
is also increasing. Anybody who has common sense understands that Pakistan can achieve over
24,000 MW of additional capacity by 2030 if we have coordinated and sustained efforts by both
the federal and provincial governments.
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Major investment is needed in the transmission system, including new automation and control
systems, establishing more wind and solar energy facilities, and initiating small-size hydel
projects. Small-size to medium-size hydel projects take two to five years for production while
solar and wind energy can be produced in the shortest possible time.,

The only need to enhance cheaper energy is the wili to achieve it and | am sure the imported
fuel mafia will not loosen its grip over the energy sector and we will keep thinking about
producing at least 50 percent of our total demand through clean and cheaper energy resources
like hydel, solar and wind energy.
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