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1. BACKGROUND 

1.1.  Sui Southern Gas Company Limited (the petitioner) is a public limited company, 

incorporated in Pakistan, and listed on the Karachi, Lahore and Islamabad Stock 

Exchanges. It is engaged in the business of construction and operation of gas 

transmission & distribution pipelines, sale of natural gas, Air-mix LPG, gas 

condensate as by-product, and manufacture & sale of gas meters. 

1.2.  The Authority had determined the Estimated Revenue Requirement (ERR) of the 

petitioner for FY 2010-11 (the said year) at Rs. 124,932 million vide its order dated 

May 18, 2010, under Section 8(1) of the Oil and Gas Regulatory Authority Ordinance, 

2002 (the Ordinance).   

2. PETITION 

2.1. The petitioner has submitted this review petition on October 18, 2010, under Section 

8(2) of the Ordinance (the petition), projecting a shortfall of Rs. 10,891 million in the 

determined ERR, translating into an increase of Rs.  59.51 per MMBTU, w.e.f. January 

01, 2011 (Rs. 30.07 per MMBTU on annualized basis for the said year) based on the 

following claims for the said year: 

2.1.1. Projected Weighted Average Cost of Gas (WACOG) at Rs. 273.61 per MMBTU 

taking into account the increased rate of Federal Excise Duty (FED), latest 

actual/estimated oil prices in the international market, devaluation of rupee 

against US $, revised projection of gas purchase volume based on actual gas 

availability for the months of July and August, 2010 and latest indications. Also 

Rs. 2,280 million has been claimed on account of currency exchange loss as part 

of WACOG. 

2.1.2. Income from Late Payment Surcharge (LPS), Meter Manufacturing Profit (MMP), 

Royalty from Jamshoro Joint Venture Limited (JJVL) and sale of gas condensate, 

as non-operating. 

2.1.3. Revision in HR cost benchmark based on 100% adjustment on account of CPI. 

2.1.4. UFG target for the said year at 7.75% owing mainly to devastating floods which 

adversely affected the remote areas of Sindh and Balochistan, and made the 
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situation worse by widespread increased poverty and subsequent escalation in 

un-authorized gas consumption for the said year. 

2.2. Earlier, the petitioner had submitted a review motion on June 15, 2010 under Rule 16 

of the Natural Gas Tariff Rules, 2002 (NGT Rules) against DERR for the said year.  A 

public hearing in this regard was also held on September 16, 2010 at Islamabad, which 

was attended by the petitioner and interveners. Decision in the matter has, however, 

not yet been announced. The Authority observes that the petitioner has included 

almost all its claims per the said motion for review in the instant petition as well. The 

Authority, therefore decides to treat the said review motion as part of the instant 

petition. 

Table 1: Component-wise Breakup of Requested Increase in Average Prescribed Price 

Rs./MMBTU

A Decrease in revenue due to Sales Mix at revised volume (0.46)   

Decrease in revenue due to exclusion of LPS, MMP, Slae of gas 

condensate, royalty from JJVl as non operating income  (10.74)

Adjustment in amortization of Deferred Credits & Meter rentals, 

transportation charges and revenue from JJVL 0.19    

Total Decrease in Revenues (11.00)      

Increase in Cost of gas sold due to increase in WACOG and UFG 

volume.  10.01  

Decrease in UFG Disallowance 5.01    

Net impact of Increase in T&D cost, depreciation and decrease 

in GIC 3.73    

Increase in Rate of Return 0.32    

B Total Increase in Expenditures 19.07        

C=B-A Total Increase  in Revenue Requirement w.e.f. 1st July, 2010 30.07        

Total Increase  in Revenue Requirement w.e.f. 1st January, 2011 59.51        
 

2.3. The Authority admitted the petition for consideration, as a prima facie case for 

evaluation existed and it was otherwise in order. 

3. PROCEEDINGS  

3.1.  A notice inviting interventions / comments from the consumers, general public and 

other interested / affected persons, and intimating the time and place of the public 
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hearing, was published in daily newspapers, namely:   Business Recorder (combined), 

Express (Karachi), Nawa-i-Waqt (Combined) and Mashriq (Quetta) on October 22, 

2010. The Authority received applications to intervene in the proceedings from the 

following persons / entities:  

(i) All Pakistan CNG Association. 

(ii) Karachi Chamber of Commerce & Industry. 

(iii) All Pakistan Textile Processing Mills Association. 

(iv) CNG Dealers Association, Karachi. 

(v) Aqeel Karim Dhedhi Securities (Pvt) Ltd 

(vi) Mr. Muhammad Arif Bilwani, Karachi. 

3.2. Written submissions were also received from some of the interveners, which are 

appended to this order. 

3.3. The Authority admitted all the above intervention requests. 

3.4. The Authority held public hearing at Karachi on November 08, 2010. The following 

persons addressed the Authority:  

(i) The petitioner’s team of senior executives led by Chairman Board of 

Directors, Mr. S. A. Jilani and Deputy Managing Directors Mr. Azim Iqbal 

Siddiqui and Syed Hassan Nawab, along with their legal counsel Mirza 

Mehmood Ahmad. 

(ii) Mr. Abdul Sami Khan, Chairman, CNG Dealers Association. 

(iii) Mr. Muhammad Arif Bilwani, Industrial and domestic consumer. 

(iv) Dr. Qazi Ahmed Kamal, Member Managing Committee, Karachi Chamber 

of Commerce and Industry.  

(v) Mr. Nisar Shehkhani, All Pakistan Textiles Processing Mills Association. 

(vi) Mr. Adam A. Habib, Shareholder. 

(vii) Mr. M. Siddiq Shujaat, Shareholder. 

(viii) Mr. Taufiq Habib, Business Executive 

(ix) Mr. Naveed Vakil and Mr. Ahmed Hassan, Aqeel Karim Dhedhi Securities 

(Pvt) Ltd. 
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3.5. First, the petitioner made submissions in detail with the help of multimedia 

presentation explaining the rationale of the petition. Thereafter, the above interveners 

and other participants addressed the Authority. 

  

4. INTERVENERS’ / PARTICIPANTS’ VIEWS 

4.1.  The substantive points made by the interveners / participants are summarized 

below:  

(i) Only MMP can be treated as non-operating income owing to stand alone basis 

of the project. Royalty from JJVL, income from sale of gas condensate and LPS 

must be treated as operating incomes, since the same are directly related to the 

core business of the petitioner i.e. transmission, distribution and sale of natural 

gas. 

(ii) The Authority had relaxed the critical UFG benchmark from 5% to 7% without 

sighting any logical reason or rationale. The Authority should, therefore, 

conduct comprehensive study for the purpose of setting up reasonable 

benchmark for UFG control purposes. 

(iii) The petitioner will no longer be able to operate as a going concern if it 

continues to make unviable system expansion, which is also resulting in high 

UFG due to continuous shift from bulk to retail sales. If at all such expansion is 

necessary in view of the political agenda, the FG must bear the related capital 

and operating expenditure. 

(iv) The Authority’s relaxation of UFG benchmark will result in higher inefficiency 

and increased theft. The World Bank has clearly communicated OGRA that 

UFG level should be around 3%. Also, the Authority failed to carry out 

consultation with the experts and other stakeholders while determining UFG at 

7%. 

(v) The petitioner must be stopped for the connivance of its employees in respect 

of theft of gas, as it was otherwise impossible to steel gas from high pressure 

pipeline.  
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(vi) It was agitated that the honest consumer of Karachi must not be asked to pay 

cost of high UFG in interior Sindh and Balochistan, since the same is against 

the very concept of fairness. 

(vii) It was also demanded that Sindh province is producing 17% of gas and hence it 

must get preferential treatment in respect of availability and pricing of the 

same. 

(viii) The petitioner should be directed to install all meters outside the consumer’s 

premises in order to reduce the chances of theft. Also tamper proof meters 

must be introduced. 

(ix) Why the petitioner has failed to put a ban on further recruitments, even though 

it has already inducted more than 3,500 TA’s since last couple of years. The 

petitioner has inducted the TA’s per the Presidential Ordinance, 2009 while it 

has violated rule 17 (h) of the NGT Rules wherein only prudent operation and 

maintenance costs are to be allowed. 

(x) The FG must look into provision of alternate sources of energy instead of the 

existing practice of un-economic expansion for supply of natural gas. It was 

highlighted that over 1 million bio-gas plants are operating in Nepal and the 

same modus operandi can easily be adopted in Pakistan, being one of the top 

five countries in cattle farming.   

(xi) The FG, in the national interest, must re-negotiate the Kadanwari and JJVL 

agreements, being totally lop sided. 

(xii) LPG extraction was the petitioner’s brain child, but the same was gifted to a 

highly influential person against national interest. Re-negotiation of JJVL 

agreement is the only way out in respect of breaking the LPG cartel. Also, the 

LPG import should be exempt from all levies i.e. tax, cess or any duty, in order 

to provide level playing field to the industries. 

(xiii) The power sector is the biggest consumer of natural gas. The gas be allocated to 

this sector on the basis of strict energy efficiency criteria and priority must be 

given to the higher efficiency combined cycle power plants. Also, time line be 
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set for conversion of single cycle units into combined cycle plants at the time of 

provision of gas. 

(xiv) The new tariff regime has been pending with the GoP since long, which needs 

to be implemented on urgent basis, after consultation with the public being the 

most important stake holder. Decision of FRR FY 2009-10 was not evenhanded 

since the Authority changed its stance on many critical issues, including MMP, 

LPS, and Royalty from JJVL. These changes were made despite the FG policy 

guideline to OGRA in which it was clearly stated that the existing tariff regime 

must be followed by the Authority till such time, the revised tariff regime is 

finalized. It was highlighted that one stock broker made wind fall profit owing 

to the Authority decision in respect of FRR 2009-10. 

(xv) It was demanded that rule 17(f) of NGT Rules, 2002 requires the Authority to 

only “consult” the FG, and no approval is required. The Authority has already 

given sufficient time to the FG for consultation purpose and therefore should 

proceed with the implementation of new regime on immediate basis in public 

interest. 

(xvi) The Authority, under section 6(o) of the Ordinance is obligated to safe guard 

the public interest, including national interest in respect of regulated activities. 

The Authority, through out its FRR 2009-10 has failed to safeguard the public 

interest, wherein only the shareholder interest was protected. 

(xvii) It was highlighted that the petitioner’s profitability will impact the overall 

economy as well as provide some benefits to its shareholders that have 

previously been neglected on going basis. 

(xviii) It was stated that the scope of petition under section 8(2) of the Ordinance is 

only to the extent of cost of gas and other relevant factors, and the same 

practice was adopted in all the previous decisions. Issues like LPS, MMP, UFG 

and Royalty for JJVL does not fall under the ambit of Section 8(2) of the 

Ordinance and therefore cannot be debated in the instant hearing. 

(xix) The FG’s new petroleum pricing policy was agitated wherein the capping of 

US $ 36 per barrel crude was removed and the revised capping has been 
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enhanced to US $ 100 per barrel which will result in increase in consumer price 

of natural gas. 

(xx) The increase in FED should be withdrawn immediately by the FG. 

(xxi) It was urged that the gas tariff must not increase so that the industry can 

survive competitively, otherwise there will be message for closure. 

(xxii) The provision of compressed natural gas to auto sector was a wrong decision, 

since the same was introduced for replacement of petrol. Accordingly, the car 

owners got subsidized who are the richer lot. 

(xxiii) Gas development levy be imposed on CNG, in order to reduce the price 

differential with petrol. 

(xxiv) CNG is the best fuel available in the country, resulting in billions of dollars of 

foreign exchange saving as well as considerable investment, which has led to 

creation of huge number of jobs for the people.  

(xxv) CNG should therefore continue to be promoted by the Federal Government 

and its pricing should again be linked to the industrial tariff, as envisaged in 

the CNG policy. It was agitated that the petitioner is carrying out 

discrimination where in it is giving preferential treatment to some CNG 

stations for provision of gas generators. 

(xxvi) Also, there is considerable variation in BTU values in respect of CNG stations 

located in the same vicinity. 

(xxvii) CNG industries vehemently rejected any increase in natural gas prices.  

 

5. AUTHORITY’S JURISDICTION, DETERMINATION PROCESS AND 
DISCUSSION ABOUT RELATED POINTS  

5.1. The Authority examines, in depth, all applications and petitions in light of relevant 

legal provisions. The petitions / applications are admitted for consideration, only if 

they meet the pre-admission criteria laid in the NGT Rules. In the process, public 

notices are issued and all the stakeholders are provided full opportunity to intervene 

/ comment upon the issues pertaining to determination of revenue requirement, in 

writing and at public hearings. The Authority gives full consideration to observations 



Review of Estimated Revenue Requirement of SSGCL  
Financial Year 2010-11   
Under Section 8(2) of the OGRA Ordinance, 2002 

____________________________________________________________________________ 

 

 

  - 8 -  

 

and comments of all stakeholders while determining revenue requirement and 

prescribed prices. As regards policy matters, since Federal Government (FG) is the 

legally competent authority, the policy-related pleas, reservations and sentiments of 

the stakeholders are brought to its specific attention for consideration before 

deciding the retail prices for various categories of consumers. 

5.2. The Authority, under the Licence Conditions of the licence granted to the petitioner, 

determines total revenue requirement of the licencee to ensure that it operates 

prudently and achieves 17% return on its average net fixed assets in operation for 

each financial year, subject to efficiency related benchmarks, imposed from time to 

time. The Authority, may, however, in consultation with GoP and the licencee 

prescribe revised rate of return or a different basis for determination of a return, 

pursuant to Licence Condition No. 5.3 of the licence granted to the petitioner. The 

Authority has developed a new tariff regime for regulated natural gas sector of 

Pakistan, which, in the course of legally mandatory consultation process, is with GoP 

since October, 2005.  

5.3. The petitioner has mainly sought review of cost of gas/WACOG, based on actual 

changes in the well-head gas prices and relevant factors, in the petition submitted 

under section 8(2) of the Ordinance. However, the petitioner has incorporated all its 

claims per the review motion against DERR for the said year, as explained in para 2.2 

above, in the instant petition as well. It has been observed that the said review motion 

is still under consideration of the Authority since decision in the matter has not yet 

been issued. The Authority has, therefore, decided to treat the review motion filed 

under rule 16 of the NGT Rules as part of the petition filed under section 8(2) of the 

Ordinance.  

5.4. The well-head gas prices for the said year are based on the actual prices of crude oil 

and HSFO during the period December, 2009 to September 2010 and include the 

estimates for October and November, 2010. The latest trend in recent months is to be 

taken into account, while determining the WACOG to ensure that the determination 

is rational and fair to all stakeholders.  

5.5. The operating revenues, operating expenses and changes in asset base are scrutinized 

by the Authority in depth. Appropriate benchmarks are set in critical areas of 
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operation to ensure that the cost of petitioner’s inefficiencies and imprudence are not 

passed on to the consumers. Independent audits are also conducted, wherever 

deemed necessary by the Authority. The operating expenses of the licencee would 

have been much higher than what they are and so would have been gas prices had 

there been no such control.   

 

6. OTHER OPERATING INCOME 

a. Petitioner’s Grounds for review 

6.1. LPS and MMP 

6.1.1. The petitioner has claimed Rs. 575 million (LPS) and Rs. 127 million (MMP) as non-

operating income for the said year. The same has been determined as operating 

income in DERR for the said year.  

6.1.2. The petitioner has submitted that the regulated activities as defined under the  

Licence issued by the Authority as well as the Ordinance has no mention of Meter 

Manufacturing business as part of regulated activities. Therefore, treating MMP as 

part of operating income, pursuant to directive issued by the GoP under Section 47 

of the Ordinance, is unlawful being inconsistent with the Ordinance and licence 

issued by the Authority.  

6.1.3. It was contended that manufacturing of meters is a separate operation, even if no 

regulated activities are undertaken by the petitioner, the meter manufacturing will 

continue on stand alone basis. Moreover, MMP is a non-core business activity 

which is completely unrelated to and regardless of any of its regulated activities 

which require licence under the provisions of the OGRA Ordinance. More so that 

OGRA has already accepted treatment of MMP as non operating income, being 

derived from the non regulated activities under the new tariff regime, approval 

whereof is awaited since October 2005.  

6.1.4. The petitioner further argued that the Authority’s stance of enforcing the tariff 

regime, in totality is not consistent with the Authority’s practices / approach of 

treating various items of revenue requirement, e.g. notional interest on IAS-19 

provisions, imputed return on unutilized GoP grants, etc. The Authority expressed 
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its independent point of view on these matters while treating them as operating 

incomes of the petitioner despite the fact that these were neither included in 

operating revenues under ADB loan covenants nor practiced by the Ex-PDA.  

6.1.5. The petitioner has agitated that it recovers LPS under licence condition 45.2 in 

addition to the normal gas / minimum charges. The fixed and variable charges 

invariably are meant to recover the cost of any other services which the petitioner 

provides in execution of its obligations under licence, etc.  In all the cases with the 

exception of LPS, the petitioner claims the cost associated with the provision of 

such service as part of revenue requirement and offers all such recovery, thereby 

reducing the revenue requirement.  LPS is the only item on which the petitioner is 

at an absolute disadvantage, since the costs associated with it i.e. financial charges, 

are not covered by the return formula while the petitioner has to forego the entire 

compensation arising out of LPS as operating income. Effectively, by not allowing 

the petitioner to retain the benefits of LPS, the Authority is putting the petitioner at 

double jeopardy. Since it is manifestly clear that LPS is a financing activity, as a 

matter of law and principle, it cannot and should not form part of operating 

income 

6.2. Income from Sale of Gas Condensate  

6.2.1. The petitioner has claimed Rs. 392 million income from sale of gas condensate as 

non-operating as against its treatment as operating income by the Authority per 

DERR FY 2010-11. The petitioner has submitted that the said income may not be 

treated as operating income as per section 2 (xvii) of the Ordinance, gas condensate 

by nature does not fall in the category of natural gas, and is actually crude oil.  

Section 2(xvii) of OGRA Ordinance defines natural gas as under: 

“natural gas means hydrocarbons or mixture of hydrocarbons and other 
gases which at sixty degrees Fahrenheit and atmospheric pressure are in the 
gaseous state including gas from gas wells, gas produced with crude oil and 
residue gas and products resulting from the processing of gas) consisting 
primarily of methane, together with any other substance produced with such 
hydrocarbons”. 

6.2.2. Under section 2(v) of the Ordinance crude oil including condensate is defined as 

under: 
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“crude oil” means all petroleum other than refined oil products and 
natural gas, and which at standard atmospheric conditions of pressure 
and temperature is in a fluid phase, including condensate”; 

6.2.3. It is evident from the above definitions that condensate after separation at LHF has 

to be classified as crude oil under the provisions of the Ordinance. 

6.2.4. The petitioner has further argued that Authority’s stance in decision on FRR FY 

2007-08 that the whole system of which extraction of condensate from LHF plant is 

an off-shoot, has been financed over the years through gas price mechanism and 

that depreciation, other operating expenses and return related to this plant have 

always been claimed by the petitioner as part of Revenue Requirement is not 

tenable as LHF was provided to the petitioner by Badin Field Producer without 

charge. Therefore, Authority’s argument that LHF’s activity is financed through 

gas price mechanism is not justified. The petitioner has further submitted that it is 

also willing to forego the return / operating cost etc. if any claimed in the past on 

assets / operations related to LHF and request to allow income from sale of gas 

condensate as non-operating income. 

6.3. Royalty from JJVL  

6.3.1. The petitioner has treated royalty from JJVL amounting to Rs. 2,674 million as non-

operating income, which the Authority in the past used to treat as operating. The 

Authority in its decision of FRR for FY 2009-10 had allowed royalty from JJVL and 

as non operating income only for FY 2009-10, keeping in view the financial 

position of the petitioner and the circumstances at that point of time.  

6.3.2. The petitioner has submitted that royalty has not been mentioned as part of 

regulated activity per the licence issued by the Authority, the Ordinance as well as 

ADB loan agreement. The term “regulated activity” is defined in section 2 (1) 

(xxxii) of the Ordinance  as 

“... ‘regulated activity’ means an activity requiring a licence…” 

6.3.3. Since the licence has been granted for transmission, distribution and sale of natural 

gas, accordingly these are the ‘regulated activities’ for the purposes of the licence. 

Accordingly, operating income, in this context, refers to income derived out of the 

‘regulated activities’ as envisaged by the licence. Therefore any income derived out 
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of the regulated activities, shall be deemed to be operating income, and conversely 

any income arising out of activities not forming part of regulated activities shall 

form part of non operating income. 

6.3.4. LPG business is a separate regulated activity governed under section 23(2) of the 

Ordinance while the petitioner’s operations relate to natural gas. The petitioner has 

further submitted that it had the right to process LPG under its GSA with gas 

producer, prior to the commissioning of JJVL plant. As per the terms of agreement 

with JJVL, the royalty was payable to the petitioner from the target commissioning 

date of JJVL plant, irrespective of actual start of its commercial operations, and it 

will remain payable to it till the entire term of this agreement. 

6.3.5. The licence issued by the Authority does not impose any restriction on the 

petitioner to explore new business opportunities & undertake activities that are 

outside the scope of regulated activities. Royalty is quite distinct from 

compensation, since it is payable against the petitioner’s right to process 

Composite Associated Gas Mixture (CAGM) available at facility. 

6.3.6. Notwithstanding the petitioner's stance, that royalty is not accrued by the use of 

regulated assets financed through gas pricing mechanism, it is willing to offer the 

return claimed in the past on assets attributable to royalty, and has requested to 

allow the same as non-operating income. 

b. Discussion & Decision 

6.3.7. The Authority has been of the considered opinion that LPS, MMP, sale of gas 

condensate and royalty from JJVL cannot be treated as non-operating income as 

revenues from all sources are adjustable in the revenue requirement under the 

existing tariff regime. In the proposed new tariff regime, the Authority in principle 

agreed to treat the interest expense and financial compensations due to delayed 

payment, as part of financing activities. Also, MMP was proposed to be treated as 

non regulated activity. 

6.3.8. The Authority has, however, clearly indicated in its various earlier determinations 

that the prudent course is to implement the proposed tariff regime in totality, and 

that too after the requisite approval of the FG. The Authority observes that the 
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proposed new tariff regime was forwarded to the GoP along with necessary 

computations and comparisons for mandatory consultation/approval, however, 

no decision in this regard has yet been conveyed. It is further highlighted that the 

Authority had allowed the treatment of the said incomes as non-operating in FRR 

FY 2009-10 on a one time basis only, owing to the extra ordinary hardship faced by 

the gas companies at that time. 

6.3.9. The Authority notes that various interveners had strongly objected to the 

treatment of said incomes as non-operating and have demanded that the fate of the 

same should only be decided after comprehensive independent study on the 

matter. Special emphasis was laid by the interveners on the treatment of royalty 

from JJVL and sale of gas condensate, which were not even touched upon in the 

Economic Consulting Associates (ECA) study for new tariff regime. 

6.3.10. The Authority, in view of the comments of the learned interveners, decides to 

conduct an independent study or seek experts’ opinions on the treatment of the 

subject incomes, since considerable time has elapsed after the ECA study and there 

is a need to revisit & review certain issues being part of the same study, keeping in 

view the present & contemporary relevant factors. Accordingly, the Authority 

decides to pend the treatment of MMP, LPS, sale of gas condensate and royalty 

from JJVL as non-operating incomes for the said year. All concerned will ensure 

the completion of the study within 60 days of issuance of this Order, in accordance 

with the PPRA Rules. 

6.4. Advertising Income & Notional Income on IAS-19 Provision  

a. Petitioner’s Ground for review 

6.4.1. The petitioner has requested to treat advertising income as non-regulated activity, 

since it is not directly related to the core business of transmission, distribution and 

sale of natural gas. The petitioner submitted that technically it is not it’s obligation 

to generate such extra income. This income is generated through extra efforts of its 

staff, benefit of the same should, therefore, be passed on to it. 

6.4.2. Regarding Notional Interest Income on IAS-19 Provision, the petitioner stated that 

the present treatment was not practiced by Ex-PDA and the Authority should have 

obtained specific policy guideline from GoP on this matter. Notwithstanding the 
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above contention, the petitioner has requested that the interest rate increased by 

the Authority from 10% to 13%, may be revised. 

b. Discussion & Decision 

6.4.3. The issue of treating advertising income & notional income on IAS -19 provision as 

non-operating incomes, was not brought up by the petitioner at the time of 

submission of its petition for ERR for the said year. The Authority notes that the 

petitioner has been continuously changing its stance, and violating the true sprit of 

section 16 of the Ordinance. These incomes were classified as operating incomes in 

earlier petitions by the petitioner, and the arguments advanced this time are only 

groundless. 

6.4.4. The Authority, therefore, disagrees with the petitioner’s contention and, maintains 

treatment of advertising income and notional income on IAS -19 provision as 

operating income. 

6.4.5.  In view of the above, the Authority provisionally determines other income at Rs. 

247 million for the said year. 

6.5. Based on the above discussion, total operating income is provisionally determined at 

Rs. 9,155 million, as under: 

Table 2: Comparative Analysis of Other Operating Income with DERR and Determined by the Authority 

Rs. in million

 DERR  Review Petition 
 Determined by 

the Authority 

Meter rentals 605                  605                              605                       

Late payment surcharge 575                  -                               575                       

Meter manufacturing profit 127                  -                               127                       

Amortization of deferred credits 378                  378                              378                       

Sale of gas condensate 599                  208                              599                       

Gas transportation charges 573                  573                              573                       

Revenue from JJVL 3,377               3,377                           3,377                    

Royalty from JJVL 2,674               - 2,674                    

Other income 247                  66                                 247                       

Net Operating Revenue 9,155               5,206                           9,155                    

 Particulars 

 FY 2010-11  
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6.6. LPG Air-Mix Project 

a. Petitioner’s Ground for review 

6.6.1. The petitioner had claimed subsidy of Rs. 148 million on account of Air-mix LPG 

project (Noshki, Surab and Kot Ghulam Muhammad) at the time of DERR for the 

said year. The Authority had earlier pended the subsidy on account of Kot Ghulam 

Muhammad based on the data provided by the petitioner at that time, and 

provisionally determined the subsidy at Rs. 113 million in DERR for the said year.  

6.6.2. The petitioner has now claimed Rs. 128 million as subsidy on account of LPG Air-

mix project for the said year based on revised addition in assets amounting to Rs. 

421 million. The petitioner has informed that Kot Ghulam Mohammad project has 

already started its commercial operations in September, 2010. 

b. Discussion & Decision 

6.6.3. Based on the information provided by the petitioner, the Authority accepts the 

petitioner’s claim and provisionally allows Rs. 128 million being subsidy for the 

said year. 

6.6.4. In view of above and the decision at para 9.4.5 below, the Authority provisionally 

determines fixed assets closing balance at Rs. 53,748 million.  

 

7. COST OF GAS 

a. Petitioner’ Grounds for Review 

7.1.1. The petitioner has submitted that, as against Rs. 268.66 per MMBTU, projected at 

the time of DERR for the said year, the WACOG is projected to increase to Rs. 

273.61 per MMBTU on an annualized basis, based on the following parameters: 

(i) Well-head prices of various gas producing fields for the period July 1, 2010 to 

December 31, 2010, as already notified by the Authority.  

(ii) US $ exchange rate for payment of monthly invoices to the gas producers has 

been assumed at Rs. 87.15 for the period July-December, 2010. 
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(iii) The prices of crude oil / HSFO during the period June, 2010 to November, 

2010 to form the basis for computing well-head prices for the period January 

1, 2011 to June 30, 2011 in accordance with the provisions of the existing 

GPAs between the producers and GoP. 

(iv) Actual international prices of crude oil and HSFO for the period June, 2010 to 

September, 2010. For October and November, 2010, crude oil prices have 

been assumed US $ 91.95 and US $ 93.79 per barrel respectively and HSFO 

prices have been assumed at US $ 529.06 and US $ 539.64 per ton 

respectively.  

(v) US $ exchange rate assumed at Rs. 88 w.e.f January 01, 2011 for calculation of 

well-head gas prices for the period January to June, 2011. However, US $ 

exchange rate for monthly invoicing to the gas producers, for the same 

period, assumed at an average rate of Rs. 89.65 for the said year. 

(vi) Increased rate of Federal Excise Duty (FED) at wellhead from Rs. 

5.09/MMBTU to Rs. 10 / MMBTU (i.e. an increase of Rs.4.91/MMBTU) w.e.f. 

July 1, 2010. 

7.1.2. On the basis of the above parameters, the petitioner has estimated average C & F 

prices of crude oil and HSFO for June-November, 2010 at US $ 81.22 per barrel and 

US $ 488.34 per ton respectively, and has used them for computation of well-head 

prices for January -June 2011. 

b. Discussion & Decision 

7.1.3. The Authority observes that the well-head prices of gas for all fields are computed 

in accordance with Gas Pricing Agreements (GPAs) between the Government of 

Pakistan (GoP) and various gas producers, available on record, and are notified in 

exercise of the powers vested in it under the Ordinance.  

7.1.4. Keeping in view the latest trend in international prices of crude and HSFO and US 

$ exchange rate, the Authority has reworked the WACOG for the said year at Rs. 

270.68 per MMBTU on the following basis:- 
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(a) Wellhead gas prices as notified by the Authority for the period July-December, 

2010. Wellhead gas prices which have not yet been notified, have been taken 

according to their respective pricing formula. 

(b) Wellhead gas price effective for the period January 01, 2011 to June 30, 2011 are 

worked out on the basis of actual international prices of HSFO and Crude 

during the period June to November 12, 2010, which comes to US $ 459.3606 

per metric ton and US $ 78.0452 per barrel respectively, taking the exchange 

rate at Rs. 88 per US $.  Highest prices of crude and HSFO during the month 

November, 2010 has been assumed for remaining part of November. 

(c) US $ exchange rate for monthly invoicing during October to December, 2010 

has been taken at Rs. 86.50 and for the period January to June, 2011 at Rs. 88.  

However, the petitioner has adopted average exchange rate for payment at Rs. 

87.15 for the period July to December, 2010 and at Rs. 89.65 for the period 

January to June, 2011.  

7.1.5. Based on the above discussion, the Authority provisionally determines cost of gas 

at Rs. 109,626 million for the said year. 

 

8. UFG ADJUSTMENT 

a. Petitioner’ Grounds for Review 

8.1.1. The petitioner has projected UFG for the said year at 7.75% ( 33,199 MMCF), as 

follows: 

         Table 3:   Comparison of UFG with DERR FY 2010-11 

MMCF

DERR (The Petition)

Total Gas Purchases 429,826              428,929              

Gas Internally Consumed 549                    549                    

Gas Available for Sale 429,277              428,380              

Gas Sales 401,123              394,309              

UFG (MMCF) 28,154                34,071                

Disallowed Volumes 872                    

UFG (MMCF) 33,199                

UFG % 6.56% 7.75%

Particulrs

FY 2010-11
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8.1.2. The petitioner has repeated its arguments as mentioned in paras 9.2.3.1, 9.2.3.9, 

9.2.3.11, 9.2.3.13, 9.2.3.15 and 9.2.3.16 of FRR for FY 2009-10.  

8.1.3. The petitioner has requested that the benchmark determined at the time of FRR for 

FY 2009-10 be revised/adjusted on the following grounds in addition to the 

submissions referred above:  

a) Shift of Bulk to Retail sales since FY 2003-04 (the first year of UFG 

benchmark). The petitioner has submitted that over the last decade there has 

been a constant shift from bulk sales toward retail. In FY 2003-04 the bulk-retail 

ratio was 54:46 which in FY 2009-10 has become 36:64. Increase of gas supply to 

domestic sector is more contributive to UFG. The petitioner has argued that 

significant amount of UFG disallowance is mainly due to change in sale mix 

from bulk to retail ratio. If the Authority had adjusted the UFG benchmark on 

yearly basis even only on this account, the amount of disallowance would have 

been much lesser enabling the petitioner to undertake the projects for UFG 

combat. Since the petitioner has little control over the choice of consumer 

category and has to comply with the directives of the Federal Government for 

supply of gas to the domestic sector, especially in remote areas, the increase in 

UFG is inevitable and cannot be attributed to any inefficiency, imprudence or 

even willfulness on the petitioner’s part. Therefore, UFG should be adjusted on 

based on the sale mix in retail and bulk supply. 

b) The disallowances caused by UFG benchmark has resulted in feeble 

financial position of the company. The petitioner has argued that the 

disallowances have eroded the company’s financial position thereby limiting 

its ability to raise funds at reasonable rates from the market and to take 

effective measure to control UFG. The petitioner has again emphasized that if 

the UFG benchmarks are not revised to a minimum of 7.5 % it will no longer be 

possible for the Company to even maintain the present level of UFG in coming 

years. The petitioner has also requested to allow relaxation in UFG benchmark 

for loss of gas lost due to floods in Sindh & Balochistan. The petitioner has 

claimed to fix UFG for the said year at 7.75%. 
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b. Discussion & Decision 

8.1.4. The Authority observes that, after giving due weight-age to all relevant factors, 

including the contentions of the two gas utilities, it had fixed the UFG benchmark  

on the basis of international/regional standards per its order on motion for review 

of DERR FY 2005-06 dated October 12, 2005, on a long term basis. For the said year, 

the upper and lower targets of UFG had been fixed at 5.0% and 4.25%, 

respectively, with the condition that the petitioner would be entitled to retain the 

savings in the event of performance being better than the lower target, fully bear 

UFG above the upper target from its own profits whereas UFG between the lower 

and upper targets be adjusted in the revenue requirement to the extent of 50% and 

the balance 50% be borne by the petitioner from its own profit.  

8.1.5. The Authority observes that UFG benchmark over the last years remained quite 

successful to avoid unnecessary burdening of gas consumers. The Authority also 

observes that UFG benchmark has been set after considering all the contributing 

relevant factors and it could have been achievable if continuous and focused 

efforts were put in place at the time of introduction of this benchmark five years 

back. The petitioner lacked concerted efforts and long term strategy to control the 

UFG. The Authority also observes that the petitioner has now expressed its serious 

concern to combat UFG and has submitted detailed plan in this regard, however, it 

has failed to undertake any corrective measures in this regard. Also, no such 

details have been submitted by the petitioner. 

8.1.6. The Authority also observes that the petitioner has submitted no authentic report 

on account of damaged gas network and volume lost due to floods, therefore, the 

impact of the same cannot be assessed. Further, the Authority also observes that 

UFG benchmark is already on liberal side in which all the factors including issues 

of problematic areas, etc have been incorporated, and any further relaxation would 

have discouraging impact on the motivation level of the licencee in controlling the 

UFG of the company, as well as cause of unrest in other stakeholders including the 

general public. The Authority therefore rejects the petitioner request on this 

ground. 
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8.1.7. The Authority further notes that the learned interveners have demanded an 

independent study for comprehensive re-evaluation and fixation of revised UFG 

benchmarks, if at all required. The Authority, while agreeing with the interveners 

suggestions, decides to carry out an independent UFG impact assessment study, in 

order to comprehensively review the existing benchmarks while identifying the 

various controllable & non-controllable factors as well as international best 

practices.  

8.1.8. In view of above, the Authority pends its decision for revision in existing UFG 

benchmark till such time, the final out comes of the said study are made available, 

within a 60 days time frame from the issuance of this Order, as discussed in para 

6.3.10 above. 

8.1.9. Revised UFG computation on the basis of above is as under;  

Table 4: Computation of UFG 

MMCF

The Petition 

FY 2010-11

Gas Purchases

Gas Purchases (Gross) 428,929              428,929                    

Less: Gas Internally Consumed 549                      549                            

Total (A) 428,380              428,380                    

Gas Sales

Gas Sales 389,993              389,993                    

Add: Gas Consumed at LPG Plant 3,833                   3,833                         

          Gas Consumed at LHF for gas condensate 483                      483                            

Total (B) 394,309              394,309                    

UFG Volume C = (A-B) 34,071                 34,072                       

UFG Projected  D=C/A x 100 7.95% 7.95%

Adjusted Gas Unaccounted for F = (C-E) 34,071                 34,072                       

UFG Projected  G=F/A x 100 7.95% 7.95%

Upper Target 7.75% 5.00%

Upper Target (MMCF) 33,199                 21,419                       

UFG above the Upper Target (100% Disallowed)(H) 872                      12,653                      

Lower Target 4.25%

Lower Target (MMCF) -                       18,206                       

UFG between Upper & Lower Target 33,199                 3,213                         

UFG between Upper & Lower Target (50% disallowed)(I) 1,606                        

Total UFG disallowed (J=H+I) 872                      14,259                       

Average Clorific Value (K) 0.929                   0.929                         

UFG Disallowed (J x K) (BBTU) 810                      13,243                       

WACOG Rs./MMBTU 273.61                 270.68                       

UFG Adjustment per target (Rs. in million) 222                      3,585                         

Computed by the 

Authority
Particulars
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8.1.10. Based on the above computation and revised WACOG per para 7.1.4 above, the 

Authority provisionally deducts Rs. 3,585 million from the revenue requirement of 

the petitioner on account of UFG disallowance for the said year. 

 

9. TRANSMISSION AND DISTRIBUTION COST 

9.1. HR Cost Benchmark 

a. Petitioner’ Grounds for Review 

9.1.1. The petitioner has submitted that the Authority had decided the H.R benchmark 

cost formula for three years i.e. FY 2008-09 to FY 2010-11 without going into the 

consultative sessions and factors which may form the basis for revision of HR 

benchmark cost have not been considered / deliberated. Also, full cost impact of 

CBA charter could not have been considered at the time of filing of petition for the 

said year, since the same was finalized in February, 2010.  

9.1.2. The petitioner has further contested against the 30% reduction in the length of the 

pipeline of 24” Kathore Surjani, 12” Supply main Tando Adam and 16” Muach 

Goth to Hawksbay projects. The petitioner has explained that pipelines are 

projected per the actual distance for connecting the area from existing network.  

The petitioner has, therefore, requested to allow entire length of the transmission 

network of the above projects while computing the T&D network component of 

HR benchmark. 

9.1.3. The petitioner has requested that HR benchmark may please be reviewed 

considering FY 2009-10 as base year for FY 2010-11 with 100% impact of CPI. 

b. Discussion & Decision 

9.1.4. The Authority re-iterates that it had given due consideration to the submissions of 

both the gas utilities, and had determined an equitable HR cost benchmark after 

analyzing the data received from the petitioner as well as SNGPL. Also, the 

existing HR cost benchmark parameters has already proved to be balanced and 

judicious. The petitioner has performed well within its parameters, even though it 

is yet to make a major HR rationalization effort. Further, very substantial 

investment has been made in the recent years in information technology with a 
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view to achieve greater automation. This investment should also impact the 

composition of the petitioner’s human resource and result in substantial cost 

saving.  

9.1.5. In view of above, the Authority maintains its earlier decision in respect of HR cost 

benchmark parameters. The Authority, however, agrees with the petitioner’s 

contention in respect of transmission & distribution network. The Authority 

further decides to allow CPI adjustment per the HR cost benchmark determined at 

the time of FRR for FY 2009-10. 

9.1.6. Based on the above, HR cost benchmark is provisionally determined at Rs. 5,215 

million for the said year. 

9.2. Provision for Doubtful Debts 
 
a. Petitioner’ Grounds for Review 

9.2.1. The petitioner has projected a sum of Rs. 200 million against provision for doubtful 

debts for disconnected customers only for the said year, keeping in view the 

expected increase in the number of customers, increased natural gas consumer 

tariff and current socio-economic / political situation in the country. 

9.2.2. The Authority disallowed an amount of Rs. 54 million restricting the Provision for 

Doubtful Debts at the level of Rs. 146 million at the level of RERR for FY 2009-10 

(which in fact is at the level of FY 2006-07 determined by the Authority per DFRR 

FY 2006-07) on the premise that requisite information has not been provided and 

rising overdue amounts from defaulted customers shows lack of action by the 

company. 

9.2.3. The Authority in fact has given a benchmark for the provision for doubtful debts at 

the level of FY 2006-07 without any consideration to the increased number of 

disconnections and increased gas prices which ultimately affects increase in trade 

debts and ultimately impacts the provision for doubtful debts. 

9.2.4. The petitioner has continuously been making efforts to maximize recovery through 

a dedicated Recovery Cell established for this purpose and reduce the level of 

provision. 
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b. Discussion & Decision  

9.2.5. The Authority notes that the issue contended by the petitioner have been 

exhaustively discussed & decided by the Authority, after duly considering the 

petitioner’s submissions presented at the time of DERR for the said year. The 

Authority gave conscious thought on the petitioner’s submission/ claims and has 

adopted rather generous approach in allowing unavoidable and improvement 

related expenditures. 

9.2.6. The Authority observes that it had made exhaustive discussions while deciding 

upon any revenue or expenditure item and the arguments advanced now have 

already been considered and addressed by the Authority. 

9.2.7. In view of the above, the Authority restricts the provision for doubtful debts at the 

level of DERR for the said year and provisionally allows Rs. 146 million for the 

said year, and again directs the petitioner to curtail the provision for doubtful 

debts. 

9.3. Transmission Pipelines, Gas Distribution System, Plant & Machinery, 
Vehicles, Furniture  
 

a. Petitioner’ Grounds for Review 

9.3.1. The petitioner had requested for addition of Rs. 11,306 million in fixed assets in its 

petition for DERR for the said year, which were determined at Rs. 8,892 million by 

the Authority. The petitioner has now requested the Authority to allow additional 

capital expenditure of Rs. 80 million (Rs. 14 million, Vehicles, Rs. 47 million, 

Computer Software and Rs. 19 million, Furniture & Equipment). 

 
b. Discussion & Decision 

9.3.2. The Authority observes that component wise detailed analysis for each item of the 

assets was done after considering all the arguments and justifications advanced by 

the petitioner at that time and the same was exhaustively discussed in its 

determination. The Authority always ensure the aspect of need assessment and 

cost effectiveness in order to protect consumers from unnecessary burden as all 

approved cost is reflected in the tariff. 
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9.3.3. The Authority notes that the petitioner has again failed to substantiate its 

submissions. Also, no circumstances have been changed to consider the 

capitalization of fixed asset. Therefore, the Authority maintains its earlier decision 

and rejects the petitioner’s claim on this account. 

 

9.4. IT related Capital & Revenue Expenditure 
 

a. Petitioner’ Grounds for Review 

9.4.1. The petitioner has again requested to allow full cost in respect of capital and 

revenue IT related expenditure amounting to Rs. 273 million as against Rs. 154 

million allowed per DERR for the said year.  

 Table 5: Detail of IT Related Expenditure per the Petition 

 

DERR The Petition 

Computer and 

Ancillary Equipment

Furniture & 

Equipment 46                        46                   

Computer Software Intangible Asset 40                        87                   

Sub-total: 86                       133                

Revenue
Software Maint. 

Charges
Repair & Maintenance

42                        101                 

Computer Rep. & 

Maintenace
Repair & Maintenance

26                        39                   

Sub-total: 68                       140                

Total 154                     273                

Expenditure Type 
Nature of 

Expenditure
FY 2010-11

Rs. in Million

Capital

Head of Account

 

9.4.2. The petitioner has projected Rs. 30 million, on account of “Oracle Licence 

Compliance” under the head of Software Licence.   The petitioner has submitted 

that it had purchased application licences (CC&B, eBusiness Suite and GIS), 

wherein the price of the application including data base licensing is built in.  Later 

on, additional environments for CC&B were procured by the petitioner using the 

existing database licences without realizing that additional licences were needed to 

be purchased.  This oversight by the petitioner was highlighted by Oracle 

Corporation about 2 years ago. After negotiation, the petitioner remained 

successful in waving off maintenance & support charges of last 4 years. However, 

licensing cost has to be paid by the petitioner, in any case. Non-payment by it 

creates serious legal implications. Also, Weblogic software that will be needed to 
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upgrade CC&B from the current version 1 to version 2 is pending due to the non-

provision of this fee. Oracle is going to discontinue its support of version 1 from 

2011-2012. 

b. Discussion & Decision 

9.4.3. The Authority observes that the petitioner has been allowed expenditure on 

account of procurement of legal software, on an ongoing basis. It is, therefore, 

rather surprising that the petitioner is now claiming expenditure on account of 

illegal software usage over last four years period.  

9.4.4. In view of above, the Authority pends the expenditure on account of above item 

amounting to Rs. 30 million for the said year and directs the petitioner to present 

the original tender documents and other details.       

9.4.5. The petitioner has also projected Rs. 17 million on account of Geographic 

Information System (GIS) under the said head. The Authority, per the decision in 

para 6.1.7 in FRR for FY 2009-10, include all GIS related income and expenditure 

as part of revenue requirement and therefore allows GIS related assets as part of 

rate base. 

9.4.6. The petitioner had projected Rs. 101 million on account of software maintenance 

charges in its petition for the said year, out of which Rs. 42 million were allowed 

by the Authority. The petitioner has now requested to allow Rs. 59 million as well.  

9.4.7. The Authority had disallowed Rs. 8 million on account of TSS agreement 

maintenance & support charges for JBL on the premise that Oracle is actually 

providing services instead of M/s JBL. The petitioner had purchased its Oracle 

licence from Oracle Corporation’s local business partner M/S Jaffer Brothers, 

which was paying maintenance & support as part of the purchase agreement to 

them. This is the reason for mentioning Jaffer Brothers name a party there. 

However, the expenditure of Rs. 22 million mentioned under the head “JBL 

Business Intelligence software” has been envisaged for CIS maintenance charges, 

and due to some typographic error the narration of “JBL Business Intelligence 

software” was printed against Rs. 22 million.  
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9.4.8. In view of above, the Authority allows the expenditure on account of above items 

amounting to Rs. 30 million for the said year.     

9.4.9. The petitioner has projected Rs. 7 million on account of “GIS software maintenance 

charges” as part of revenue requirement. The Authority, per the decision in para 

9.4.5 allows Rs. 7 million as part of gas price for the said year. 

9.4.10. The petitioner has again projected Rs. 22 million on account of Business Consulting 

& Risk Services. The petitioner has submitted that the heading of Business 

Consulting and Risk Services should be read as “Business Continuity & Resilience 

Services (BCRS)”, and the same is payable to IBM. BCRS is Disaster Recovery Site 

of the company which provide data backup every minute. Disaster recovery and 

backup is part of our business continuity strategy and ensures business as usual in 

case of a disaster where the hardware or software components are in-operable on 

our production server.  

9.4.11. In view of above, the Authority allows expenditure on “Business Continuity & 

Resilience Services” amounting to Rs. 22 million for the said year. 

9.4.12. The Authority, in view of above, allows IT – related expenditure at Rs. 231 million 

as below: 

 Table 6: Detail of IT Related Expenditure per the Petition 

S No. Rs. in million

1 Computers & ancillary equipment                            46 

2                            57 

3                          101 

4                            26 

231

Capital Expenditure

Software Maint. Charges

Computer Rep. & Maintenace

Revenue Expenditure

Total

Computer software

Particulars

 

10. DETERMINATION 

10.1. The Authority, after taking into consideration the points raised by the interveners, the 

clarifications provided by the petitioner, scrutiny of the petition and available record, 

provisionally determines the shortfall in the estimated revenue requirement for the 

said year at Rs. 1,335 million (Annexure-I) for the said year.  
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10.2. The Authority decides to adjust the shortfall by increasing the average prescribed 

price by Rs. 3.69 per MMBTU w.e.f July 01, 2010, translating into an increase of 1.32% 

for all categories of consumers except domestic, special commercial and fertilizer 

feedstock. This will, however, not entail adjustment in consumer prices. 

10.3. The revised provisional prescribed prices w.e.f January 01, 2010 are subject to the 

condition that these “may be re-adjusted upon receipt of GoP advice under  

Section 8 (3) of the Ordinance in respect of the sale price of gas for each category of retail 

consumers provided that the overall increase in the average prescribed price remains 

unchanged so that the petitioner is able to achieve its total revenue requirements in accordance 

with Section 8 (6) (f) of the Ordinance.” 

10.4. Under Section 8 (3) of the Ordinance, the GoP is required to advise the Authority, 

within 40 days of advice from the Authority of revision of prescribed prices, the 

minimum charges and the sale price for each category of retail consumers, for 

notification in the Official Gazette by the Authority.  

11. PUBLIC CRITIQUE, VIEWS, CONCERNS, SUGGESTIONS 

11.1. The Authority has recorded concerns of the interveners and participants in para 4 

above, which include matters relating to policy and do not fall under the purview of 

the Authority but affect the consumers. Specific attention of the GoP is drawn to these 

issues for consideration and necessary action.  

 

 

 

Mansoor Muzaffar Ali 
Member (Gas) 

 

                    Mir Kamal Marri                     

Vice Chairman/ Member (Finance) 

    

 Tauqir Sadiq  
Chairman 

Islamabad, 
December 02, 2010. 
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I.   Computation of Estimated Revenue Requirement for FY 2010-11 
Rs. in Million

Gas sales volume -MMCF 389,993           389,993            

                     BBTU 362,212           -                       362,212            

 July-December, 2010               179,193           179,193            

 January-June, 2011               183,019           183,019            

Calorific Value 929                  929                   
"A" Net Operating Revenues

Net sales at current prescribed price 113,987           -                       113,987            
Meter rentals 605                  -                       605                   
Late payment surcharge -                   575                      575                   
Amortization of deferred credit 378                  -                       378                   
Sale of gas condensate 208                  392                      599                   
Meter manufacturing profit -                   127                      127                   

Gas transportation charges 573                  0                          573                   
Revenue from JJVL 3,377               -                       3,377                
Royalty income from JJVL -                   2,674                   2,674                

Other operating income 66                    182                      247                   
Total Operating Revenue "A" 119,194           3,949                   123,143            

"B" Less: Operating Expenses
Cost of gas 110,815           (1,189)                  109,626            
UFG Adjustment (222)                 (3,363)                  (3,585)              

Transmission and distribution cost 8,214               (1,019)                  7,196                
Gas internally consumed 147                  (1)                         146                   
Depreciation 3,224               (17)                       3,206                
Other charges including (W.P.P.F) 441                  (6)                         435                   

Total Operating Expenses "B" 122,620           (5,595)                  117,025            

"C" Operating profit (A-B) (3,426)              9,545                   6,118                

Return required on net operating fixed assets:
Net operating fixed assets at beginning 47,841             47,841              
Net operating fixed assets at ending 53,875             (127)                     53,748              

101,716           101,589            
Average net assets (I) 50,858             50,795              
Meter manu. Plant asset at beginning 62                    62                     
Meter manu. Plant asset at ending 133                  133                   

195                  195                   
Average net assets (II) 98                    -                       98                     
LPG air mix project asset at beginning 158                  158                   
LPG air mix project asset at ending 583                  -                       583                   

741                  741                   
Average net assets (III) 371                  370                   
Deferred credit at beginning 6,929               6,929                
Deferred credit at ending 7,530               7,530                

14,459             14,459              
Average net deferred credit (IV) 7,229               -                       7,229                
"D" Average (I-II-III-IV) 43,160             43,097              

"E" 17% return required 7,337               (11)                       7,327                

10,764             (9,555)                  1,208                

"G" 
 Additional revenue requirement for Air-Mix LPG 

Project 128 128

Total Shortfall (F+G) 10,891             (9,555)                  1,336                

30.07               (26.37)                  3.69                  

Estimated revenue requirement (B+E+G) 130,085           (5,606)                  124,479            

Average Prescribed Price (Rs. per MMBTU) 344.77             (26.38)                  318.39              

"F" Shortfall in return required (C-E) (Gas Operations)

 Adjustment 

 Determined 

by the 

Authority 

 The Petition 

Increase in average prescribed price effective (Rs. / 

MMBTU) w.e.f July 01, 2010

Particulars
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II.   Provisional Prescribed Prices for FY 2010-11  
 

Existing 

Prescribed 

Prices

Revised 

Prescribed 

Prices w.e.f. 

01.07.2010

(i) Domestic Sector:

a)   Standalone meters:

(i)            95.00                 95.00                

(ii)           190.00               190.00              

(iii)          800.00               800.00              

(iv)          1,006.40            1,006.40           

(a) Upto 300 M3 per month

(i)            95.00                 95.00                

(ii)           190.00               190.00              

(b) Over 300 M3 per month

383.42               383.42              

(ii) Commercial: 

All off-takes at flat rate of 439.14               444.92              

(iii) Special Commercial (Roti Tandoors):

(a) Upto 300 M3 per month

(i)            95.00                 95.00                

(ii)           190.00               190.00              

(b) Over 300 M3 per month

439.14               444.92              

b)  Mosques, churches, temples, madrassas, other Religious Places and Hostels attached thereto; 

Government and semi-Government offices and Hospitals, Government Guest Houses, Armed Forces 

messes, Langars, Universities, Colleges, Schools and Private Educational Institutions, Orphanages 

and other Charitable Institutions along-with Hostels and Residential Colonies to whom gas is 

supplied through bulk meters.

All establishments registered as commercial units with local authorities or dealing in consumer items 

for direct commercial sale like cafes, bakeries, milk shops, tea stalls, canteens, barber shops, laundries, 

places of entertainment like cinemas, clubs, theatres and private offices, clinics, maternity homes, etc.

Upto 100 M3 per month

Over 100 – upto 300 M3 per month

Upto 100 M3 per month

Over 100 – upto 300 M3 per month

            All off takes at flat rate of 

            All off takes at flat rate of 

All over 500 M3 per month

CATEGORY

Upto 100 M3 per month

Over 100 – upto 300 M3 per month

Over 300 – upto 500 M3 per month

Rs. per MMBTU
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(iv) Ice Factories:

All off-takes at flat rate of 439.14               444.92              

(v) Industrial:

All off-takes at flat rate of 362.07 366.84              

(vi) Captive Power:

All off-takes at flat rate of 362.07 366.84              

(vii) Compressed Natural Gas (CNG):

All off-takes at flat rate of 469.40 475.58              

(viii) Cement:

All off-takes at flat rate of 507.93 514.62              

(ix) Pakistan Steel:

All off-takes at flat rate of 362.07 366.84              

(x) Fauji Fertilizer Bin Qasim Ltd.:

(i) For gas used as feed-stock for Fertilizer (upto 60 MMCFD) 102.01 102.01              

(ii) 59.29                 59.29                

(iii)

362.07               366.84              

(xi) Power Stations:

All off-takes at flat rate of 372.87 377.78              

(xii) Independent Power Producers:

All off-takes at flat rate of 309.76 313.84              

Additional allocation (10 MMCFD)  (Provisional)

For gas used as fuel for generating steam and electricity and for 

usage in housing colonies for fertilizer factories.

All consumers engaged in the processing of industrial raw material into value added finished 

products irrespective of the volume of gas consumed including hotel industry but excluding such 

industries for which a separate rate has been prescribed.

 
  
  

 
 


