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Case for Action

Persistent power sector deficits are weakening Pakistan’s financial stability
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Case for Action

Continued technical and operational issues have led to a financial hemorrhage in DISCOs
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Case for Action

Weak governance and lack of access to capital have been additional causes

of DISCO dysfunction
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Case for Action

To eliminate circular debt, DISCOs need to perform even better

Total revenues/subsidies to all DISCOs
Rs. 278 billion below

than NEPRA targets

TECHNICAL LOSS & THEFT
(as % of electricity purchased)

DISCOs actual

DISCOs are barely profitable even at NEPRA
targets (All DISCOs P&L FY23, Rs billion)

2,900 2,967 |ncremental revenue from:

352

total cost of all DISCOs in FY23

- Directly contributing to circular debt

*Valued at Pakistan’s average tariff in FY23

& B Meeting NEPRA technical loss target* ]

O Meeting NEPRA collection target \

M Subsidies
B Revenue from Electricity Sales

O Opex, depreciation, finance cost, tax

B Cost of Electricity Sold

Total
Cost

Total
Revenue

Cost of
losses

/

16.45%

NEPRA target
11.70%

\

All DISCOs 2023

COLLECTIONS

(as % of electricity billed)
NEPRA target

100%
90.51%

Source: DISCO financial statements FY23, NEPRA

All DISCOs 2023




Need for Private Sector Participation

Private Sector Participation (PSP) in
DISCOs can address several critical
challenges leading to enhanced delivery

of services

International experience suggests that
PSP leads to the enhancement and
improvement of service delivery and
operational efficiency in DISCOs

Through PSP, government with limited

fiscal space can mobilize resources from
the local, regional, or international
private sector

» Opportunities for career advancement

* Fosters competition

* Strengthen regulatory environment
* Loss reduction

* Enhance service quality

* Infrastructure upgradation

)

Increased
Managerial Efficiency
and
Accountability

01

Promote
Sectoral
Sustainability

* Robust, market-driven practices
» Better asset management
* Improved customer service

* Increased local and foreign invest-
ment in operations

» Access to capital

» Encourages cutting-edge solutions

Investment
Influx
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+ Performance-based incentives Incentivize
* Better working conditions Employee
« Competitive benefits Productivity

05

Universal Access

+ Create incentives for grid expansion,
service reliability and improved access
through CSR initiatives




Preconditions for PSP

1 3 5

STRONG ROBUST HR TRANSPARENT
REGULATORY AND AND
FRAMEWORK LABOR STRATEGY ACCURATE

DATA

The success of PSP
depends on a
variety of factors...

STRONG
POLITICAL
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COMPREHENSIVE
COMMUNICATION
STRATEGY




Progress and Next Steps

The government has made some important gains, but the momentum must continue...

ACHIEVED

PROGRESS

EMPOWER

NEPRA
* Notify tariffs at full

cost recovery
* Provide level play-

ing field for new

entrants
» Monitor and enforce

high service quality

TRANSPARENT
TARIFF FRAMEWORK

» Assess current framework

w.r.t. uniform tariffs
* |dentify any gaps in framework

for successful PSP

/

NEXT STEPS

ACCURATE ASSESSMENT OF
UTILITIES’ PERFORMANCE

» Assess audited financial statements of

DISCOs
+ Identify options to address and clean

DISCOs balance sheets

\

« Identify and develop options for clean-

ing outstanding debt and claims

ADDRESS
_ HR CONCERNS

+ Listen to concerns of
employees and labor
unions through continu-

ous engagement
* Involve labor represen-

tatives to ensure that
their input is considered
in the transition process

CLEAR
COMMUNICATION

+ Identify the who, what and how of
communicating PSP engagement

to each stakeholder
» Develop an action plan on com-

munication methods, messaging,
and trusted channels for each
stakeholder
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Thank You.
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