
 i 

Case No. OGRA-6(2)-2(5)/2011-DERR 
 
 
 
 
 
 
 
 
 
 

IN THE MATTER OF  
 

 
SUI SOUTHERN GAS COMPANY LIMITED 

ESTIMATED REVENUE REQUIREMENT, FY 2012-13 
 
 

UNDER 
 
 

SECTION 8 (1) OF THE OIL AND GAS REGULATORY  
AUTHORITY ORDINANCE, 2002 AND 

RULE 4 (2) OF NATURAL GAS TARIFF RULES, 2002 
 
 

DECISION  
 

ON  
 

MAY 18, 2012 
 
 

 
 
 
 
Before: 
Mr. Saeed Ahmad Khan, Chairman 
Mr. Sabar Hussain, Vice Chairman / Member (Oil)   
 



Executive Summary 
 

 
Determination of Estimated Revenue Requirement (DERR) for FY 2012-13 in 
respect of Sui Southern Gas Company Limited (SSGCL) 

 
SSGCL (the petitioner) has sought decrease of Rs. 2.01 per MMBTU in the average 

prescribed price on annualized basis with effect from July 01, 2012. The said decrease is 
primarily owing to change in projected sale mix, increase in revenue at current prescribed 
prices and anticipated RLNG transportation income despite claiming substantial increase in cost 
of gas, T & D expenses, subsidy of Rs. 248 million on LPG Air-mix project, Rs. 11 Billion 
expenditure on distribution development and transmission pipeline projects worth Rs. 12 
billion. 
 
2. The Authority has made in depth analysis of the estimates and examined the petition in 
light of policy frame work and relevant rules so that only prudent, cost effective and 
economically efficient expenditure should be allowed. Accordingly, the net decrease has 
worked out to Rs. 34.34 per MMBTU, which translates into 7.95% decrease in average 
prescribed price. 
 
3. The Authority is of the firm view that below listed factors needs utmost consideration of 
the FG, in order to rationalize the consumer gas prices in public interest. 
 

 
a. Extension of Distribution Development  
 

It is a cause of grave concern that petitioner is undertaking Rs. 2 billion worth of 
distribution development projects alone on account of new towns and villages 
under the FG directives, while the gas reserves are rapidly depleting. OGRA, 
pursuant to policy of the Federal Government, has allowed the capitalization 
under this head, however it of the considered view that it will further add to the 
existing energy crisis wherein a large segment of the society is already suffering 
from gas curtailments, particularly in winter. 
 

b. Fixation of Unaccounted for Gas level at 4.50% 
 
The Authority, while taking into account the view point of stakeholders, 
interveners, the World Bank, FG and participants, and considering international 
regulatory practices with major discount to local operating conditions, has 
determined the UFG benchmark at 4.50%, on the basis of following factors: 
 

(i) Leakages 
(ii) Theft 
(iii) Metering errors 
(iv) All other factors 
 

Accordingly, the new benchmark will go a long way in serving public interest 
while forcing the utilities to get their act together in controlling the sharply rising 
gas losses, which can only happen with the connivance of their officials.                               



                  
        

c. LNG Pipeline Infrastructure Amounting Rs. 12 Billion 
 
The Authority has approved LNG pipeline infrastructure in principle, since it 
firmly believes that the same is essential for bridging the energy demand supply 
gap.  It however has been observed that said project (s) were also approved in FY 
2010-11, however no progress has been achieved up till now. The LNG 
developers were supposed to bring the same in Pakistan by 2nd and 4th quarter of 
2012, however, none of them are even close to achieving the basic target of 
financial closure. This Rs. 12 billion expenditure has therefore been pended for 
the time being. The Authority is however of the considered opinion that LNG 
cost must not be included in the cost of gas since the same would be detrimental 
to the public at large. LNG may therefore be provided directly by the LNG 
producers to the bulk end consumers like power and industrial sector. 
 

d. LPG Air Mix Project 
 

Rs. 248 million subsidy has been demanded on account of LPG Air-Mix projects 
in Gwadar, Noskhi & Kot Ghulam Mohammad, Surab, Digri & Qilla Saifullah. 
The Authority has pended the subsidy relating to Surab, Digri & Qilla Saifullah 
since the projects are not likely to be commissioned. The Authority is, however, 
of the view that cost of LPG Air-Mix must not be included in the cost of gas and 
the gas utilities Board of Directors must not be given the liberty to setup LPG 
projects, having considerable financial burden, as per their own desires since the 
same would lead to gold platting of assets while the captive consumers will be 
left at the mercy of the monopoly utilities. 
 

e. Meter Manufacturing Profit (MMP), Late Payment Surcharge (LPS), Royalty 
from Jamshoro Joint Venture Ltd.( JJVL) and Sale of Gas Condensate 

 
The Authority has correctly treated the expected proceeds from these heads as 
operating income, in accordance with the Federal Government policy guideline, 
tariff regime and the long standing procedures and practices adopted by OGRA 
and the previous regulator i.e; Directorate General (Gas) office, MP&NR, in the 
last two decades. 
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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.  

The petitioner is operating in the provinces of Sindh and Balochistan under the license 

granted by the Oil & Gas Regulatory Authority. It is engaged in construction and operation 

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

condensate (as a by-product), and manufacture and sale of gas meters. The petitioner is 

planning to enter the Liquefied Natural Gas (LNG) transportation business by providing 

access to its pipeline network for supplying Re-gasified LNG (RLNG) to the end 

consumers.  

1.2. The petitioner filed a petition on November 30, 2011 (the first petition), under Section 8 (1) 

of the Oil and Gas Regulatory Authority Ordinance, 2002 (the Ordinance) and Rule 4(2) of 

Natural Gas Tariff Rules, 2002 (NGT Rules), for determination of its estimated revenue 

requirement for FY 2012-13 (the said year), at Rs. 159,345 million (the amounts have been 

rounded off to the nearest million here and elsewhere in this document), estimated 

operating income at Rs. 162,884 million, and estimated surplus of Rs. 3,539 million 

translating into a decrease of Rs. 9.53 per MMBTU in the current average prescribed price. 

The petitioner has anticipated an additional income of Rs. 2,178 million on account of 

transportation of RLNG to the end consumers that has mainly contributed towards the 

above mentioned surplus of Rs. 3,539 million in revenue requirement.  The petitioner has 

also requested for an additional amount of Rs. 248 million on account of Air-mix LPG 

Project, decreasing the surplus to Rs. 3,291 million and requested decrease to Rs. 8.87 per 

MMBTU in average prescribed price w.e.f July 01, 2012. 

1.3. The petitioner filed an amended petition (the petition) on March 22, 2012, under Section 8 

(1) of the Ordinance and Rule 4(2) of NGT Rules, in view of the latest trend in international 

oil prices during November, 2011 to March, 2012 and revised Rupee v/s US $ parity. 

Accordingly, surplus for the said year has been decreased by the petitioner to Rs. 747 

million, which will be adjusted through decrease in the average prescribed price by Rs. 2.01 

per MMBTU with effect from July 01, 2012.  

1.4. The petitioner has submitted the following statement of cost of service per MMBTU: 
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Table 1: Comparison of Projected Cost of Service with Previous Years 
 

Rs. / MMBTU

Units sold (BBTU) 340,331         380,698            371,182             
Cost of gas sold 302.63           340.88              363.40               

UFG disallowance (7.26)              (3.61)                 (3.80)                  

Transmission and distribution cost 26.09             22.56                32.48                 

Shortfall of previous year -                 11.30                -                     

Depreciation 9.36               9.54                  12.35                 

Return on net average operating fixed assets 17.91             22.72                32.23                 

Other operating income (12.21)            (13.36)               (11.32)                

RLNG Transportation Income -                 -                    (5.87)                  

Subsidy for LPG Air-Mix Project 0.29               0.52                  0.67                   

Cost of service / prescribed price 336.81           390.54              420.14               

Current average prescribed price 336.81           390.54              422.15               
Increase / (Decrease) requested in average
prescribed price -                 -                    (2.01)                  

FY 2012-13     
The Petition 

FY 2010-11    
FRRParticulars FY 2011-12     

RERR

 
 

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

existed and it was otherwise in order. 

1.6. A notice inviting interventions / comments on the petition from the consumers, general 

public and other interested / affected persons, was published in Dawn Combined, Express 

(Karachi) and Mashriq (Quetta) on February 22, 2012.  

1.7. The Authority received four applications to intervene in the proceedings from the 

following persons / entities:  

i) All Pakistan CNG Association 

ii) CNG Dealers Association 

iii) Mr. Muhammad Arif Bilwani, Karachi 

iv) Karachi Chamber of Commerce & Industry. 
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1.8. The Authority accepted all the above mentioned applications for intervention. 

1.9. A notice intimating the date, time and place of the public hearing, was published in the 

daily newspapers, namely: Dawn Combined, Express (Karachi) and Mashriq (Quetta) on 

April 5, 2012. 

2. Salient Features of the Petition 

2.1. The petitioner has made the following main submissions: 

2.1.1. The petitioner has claimed annual return at the rate of 17% of the net fixed assets in 

operation, before corporate income tax, interest, markup and other charges on debt, in 

accordance with license condition no. 5.2.  

2.1.2. The petitioner has projected a gross addition of Rs. 34,864 million in the fixed assets, 

and net addition, ex-depreciation, of Rs. 29,936 million, resulting in projected net 

operating fixed assets at Rs. 93,807 million for the said year. The petitioner has further 

claimed that, after adjustment of assets related to Meter Manufacturing Profit (MMP), 

Air-mix LPG and deferred credits, the net average operating fixed assets eligible for 

return work out to Rs. 70,371 million, and the required return to Rs. 11,963 million. 

2.1.3. The petitioner has projected the net operating revenues at Rs. 163,074 million, as 

detailed below (and compared with previous years):  

 Table 2: Comparison of Projected Operating Revenues with Previous Years   

FY 2010-11 FY 2011-12 FY 2012-13

FRR RERR The Petition Rs. %

Net sales at current prescribed price 114,629       148,678         156,695         8,017       5             
Meter rentals 615              620                661                41            7             
Late payment surcharge -              -                 -                 -           -         
Meter manufacturing profit -              -                 -                 -           -         
Amortization of deferred credits 369              389                401                12            3             
Sale of gas condensate (net of non operating incom 76                178                75                  (103)         (58)         
Gas transportation charges 6                  19                  19                  (0)             (0)           
Revenue from JJVL 2,029           2,923             2,127             (796)         (27)         
RLNG transportation income 2,178             2,178       100         
Other income 1,059           959                917                (42)           (4)           
Net Operating Revenue 118,783       153,767         163,074         9,307       6             

Rs. in million

Particulars

Inc./(Dec.) over 
RERR
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2.1.4. The petitioner has projected the net operating expenses at Rs. 150,116 million, as 

detailed below (and compared with previous years): 

Table 3: Comparison of Projected Operating Expenses with Previous Years 

           

Rs. in million

FY 2010-11 FY 2011-12 FY 2012-13

FRR RERR The Petition Rs. %

Cost of gas 102,993     129,773    134,887      5,114      4             
Transmission and distribution costs 8,023         8,082        11,238        3,156      39           
UFG disallowance (2,470)       (1,375)       (1,411)         (36)         3             
Gas Internally Consumed (GIC) 426            162           188             26           16           
Depreciation 3,184         3,631        4,584          953         26           
Revenue Shortfall of Previous Year -            4,302        -              (4,302)    (100)       
Other charges including WPPF 432            344           630             286         83           

Net Operating Expenses 112,588     144,920    150,116      5,196      4             

Description

Inc / (Dec) over 
RERR

 
 

2.1.5. The petitioner has projected Weighted Average Cost of Gas (WACOG) for the said year 

at Rs. 328.69 per MMBTU, as against Rs. 308.95 per MMBTU provided in RERR FY 

2011-12. The petitioner has explained that cost of gas is linked with international prices 

of crude oil (Crude) and High Sulphur Fuel Oil (HSFO) according to the Gas Pricing 

Agreements (GPAs) executed between the producers and Government of Pakistan 

(GoP). 

2.1.6. The petitioner has projected Unaccounted for Gas (UFG) at 8% for the said year. The 

petitioner has, however, calculated UFG disallowance for the said year at 7%, as 

allowed in RERR FY 2011-12. The projected UFG is without considering the impact of 

RLNG volumes to be transported for third parties under the Third Party Access (TPA) 

regime.   

2.1.7. The petitioner has claimed subsidy amounting to Rs. 248 million on account of Air-mix 

LPG Project, being undertaken by it in accordance with the directions of the Federal 

Government (GoP). 

2.1.8. The surplus in the projected revenue requirement after achieving 17% return on 

average net operating fixed assets is estimated at Rs. 747 million, requiring a decrease 

of Rs. 2.01 per MMBTU in the existing average prescribed price, as detailed below: 
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Table 4: Computation of Requested Average Decrease in Prescribed Price 
Rs. in Million

FY 2012-13
 The Petition 

A Net operating revenues 163,074                
Less: Net operating expenses excluding ROA 150,116                
           Subsidy Air Mix LPG Project 248                        

B Total Expenses 150,364                
C Surplus                                                          {(A) – (B)}  12,710                  
D Return required @ 17% on net fixed assets in operation. 11,963                  
E Total shortfall / (Surplus) in revenue requirement     {(D) - (C)} (747)                       
F Sale volume (BBTU) 371,182                
G Increase / (Decrease) requested in existing average prescribed price 

Rs. / MMBTU (2.01)                      

Particulars

 
 

 
3. Proceedings 

3.1. Karachi Hearing 

3.1.1. A public hearing was held on April 24, 2012 at Karachi, participated by the 

following: 

Petitioner: 

i. Team led by Mr. Azeem Iqbal Siddiqui, Managing Director, 

ii. Legal counsel, Mr. Mirza Mehmood Ahmad. 

Interveners:  

i. Mr. Ghiyas Abdullah Paracha, Chairman, All Pakistan CNG Association 

ii. Mr. Muhammad Arif Bilwani, Consumer & concerned citizen 

iii. Mr. Abdul Sami Khan, Chairman, CNG Dealers Association 

iv. Dr. Qazi Ahmed Kamal, Advisor, Karachi Chamber of Commerce & Member 
Managing Committee, S.I.T.E. 

  

3.2. The petitioner made submissions in detail with the help of multimedia presentation 

explaining the basis of its petition. The petitioner also responded to the comments, 

observations, objections, questions, and suggestions of the participants. The petitioner’s 

legal counsel, during the hearing proceedings, submitted the following points for 

consideration of the Authority: 

3.2.1. It is evident from the Ordinance that the Authority is meant to play the dual role of 
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regulator, enabler and facilitator. In this context its specific functions mentioned 

under section 6 of the Ordinance include, inter-alia: 

i. promoting and ensuring efficient practices, 

ii. protection of stakeholders’ interests including consumers and licensee. 

3.2.2. It is clear from the above mentioned functions that the Authority’s role as an enabler 

and facilitator is just as important as its role as a regulator and that it is required to 

protect all stakeholders including consumers and licensees i.e. the petitioner in this 

case. In fact, in this case, given the nature of the petitioner’s undertaking, protecting 

the interest of the petitioner is synonymous with protecting the interest of the 

consumers through fair pricing and enabling the companies to ensure continuous 

supply of gas to them. This is evident from the fact that the main sphere of 

regulation to be done under the Ordinance by the Authority relates to determination 

of (i) tariff and (ii) total revenue requirement (sections 7 & 8 of the Ordinance, rule 17 

of the NGT Rules and condition 5 of the License).  

3.2.3. Section 7 gives the Authority the power to determine/approve tariff for 

transmission, distribution and sale of natural gas. Under sub-section (2), the criteria 

for approving tariff include provision of reasonable return in order to attract 

investment for improving activities as well as encouragement and reward for 

efficiency. 

3.2.4. As regards determination of total revenue requirement, sub-section (6) of section 8 

requires such determination to ensure that a licensee i.e. the petitioner achieves the 

rate of return provided in its License for natural gas.  

3.2.5. The criteria for determination of tariff under section 7 has been provided in rule 17 

of the NGT Rules which in its relevant parts states as under: 

Rule 17 (1) 
 

 (c)  tariffs should include a mechanism to allow licensees a benefit from and 
penalties for failure to achieve, benchmarks set by the Authority through 
yardstick regulation for, inter-alia and without limiting the generality for such 
regulation, capacity utilization, operation and maintenance costs and 
unaccounted for natural gas; 
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(d)  tariffs should be determined in a manner which promotes continued reasonable 
investment in equipment, facilities and research and development for qualitative 
and quantitative improvement in the provision of regulated activities; 

 
(h)  tariffs should generally be determined taking into account a rate of return as 

provided in the License, prudent operation and maintenance costs, depreciation, 
government levies and, if applicable, financial charges and cost of natural gas; 

 
3.2.6. It is important to note that sub rule (2) of rule 17 of NGT Rules makes it incumbent 

on the Authority to strike, as much as possible, a balance amongst the criteria 

specified in sub-rule 1 in order to optimize the benefits to all persons likely to be 

affected by the Authority’s determination. This clearly means that the interest of the 

licensee i.e.; the petitioner is just as important a consideration in this regard as is the 

interest of the consumer or any other person.  

3.2.7. The learned counsel further stated that the Authority must always ensure that the 

interests of all stakeholders are given equal weight and importance in arriving at any 

decision/determination. The Authority, through its determinations, must ensure 

that licensees are enabled to make investments on a continuing basis in their 

infrastructure and human capital so as to maintain as well as enhance their 

capabilities to service consumers. It must be emphasized right here that “price of 

gas” is merely one of the several components relevant to consumers’ interest and 

protection and cannot be considered as so paramount a consideration as to obviate 

all others. It is precisely in acknowledgement of this that sub-rule (2) exists.  

3.2.8. The counsel submitted that in all of its history the Authority has ignored the above 

mandates and guiding principles driving itself solely on a singular consideration i.e. 

pricing. The Authority has thus abandoned its role of an enabler and has in the 

process acted to the detriment of the petitioner whose interest it was bound to 

protect under the law. 

3.2.9. Process of financial rehabilitation of the petitioner enabling it to upgrade its old 

distribution / transmission system, undertake new gas import projects to bridge gas 

supply demand gap through import of gas viz trans-national gas pipeline, LNG 

import etc. is long over due. These extremely essential plans to ensure sustainable 

gas supply to the consumers can only be possible if the financial health of the 

petitioner is stable. 
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3.2.10. Two very important factors of theft of gas and change in composition of sales mix 

have not been effectively considered by the Authority while setting the UFG 

benchmark. Also the relevant provisions of the Natural Gas Licensing Rules and the 

license condition governing procedure for setting of UFG benchmark have not been 

taken into consideration by the Authority. The impact of heavy disallowance have 

resulted into significant reduction in guaranteed rate of return of 17% thus 

committing violation of applicable instrument. Therefore the UFG benchmark be 

maintained at 7.5% for next three years. 

3.2.11. The Authority, under the law, has the jurisdiction to determine Revenue 

Requirement of a licensee only with reference to “regulated activities”. In case of a 

licensee engaged in the business of distribution and transmission of natural gas, the 

position is even clearer. Sections 8 (1) and 8 (2) specifically relate to revenue 

requirement of a licensee of natural gas “engaged in transmission, distribution and 

the sale of natural gas to a retail customer of natural gas”. This makes it clear that the 

Authority has no jurisdiction to even consider matters which do not fall within the 

“regulated activity” which, in the instant case, arise from distribution and 

transmission of natural gas. Since Late Payment Surcharge (LPS) do not arise from 

“regulated activity”, therefore, the Authority has no jurisdiction to deal with the 

same or include them as part of Revenue Requirement of the petitioner. Therefore, 

any findings on the same are without jurisdiction hence of no legal effect.   

3.2.12. LPS is a financial compensation against delayed payments from customers. Non-

payment/delayed payment by customers results in financing activities requiring the 

petitioner to borrow additional funds to offset shortfalls in cash flow. Therefore, LPS 

is not a principal operating activity but in fact a financing activity and thus cannot 

form part of operating income. Furthermore according to return-on-asset formula, 

interest is considered as non-operating expense while due to non-performance of the 

customers the petitioner has to bear additional interest charges which are not 

compensated in the formula. If financial charges are to be treated as non-operating 

expense then by the same logic any compensation which would have the effect of 

offsetting the financial charges would have to be treated as financing activity and 

therefore non-operating income. 

3.2.13. The Authority has actually been benchmarking the provision for doubtful debts at 
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the level of FY 2006-07 without any consideration of increased number of 

disconnections and increased gas prices which ultimately affects increase in trade 

debts and ultimately impacts the provision for doubtful debts.  

3.2.14. The Authority has previously been allowing provision for doubtful debts against 

disconnected customers only. However now the Authority has changed its stance 

while restricting it to the level of Rs. 146 million irrespective of the fact that the 

petitioner has been claiming the provision pertaining to disconnected customers 

only.  

3.2.15. It is requested that the Authority keeping in view its previous decisions as well as 

the continuous increase in the cost of gas devise a formula to assess the provision of 

doubtful debts. Keeping one factor fixed while all its variables are continuously 

changing cannot be justified. The Authority should devise a formula keeping in view 

all the underlined variables. The Authority is thus requested to consider the 

provision for doubtful debts at Rs. 200 million for disconnected consumers as 

included in petition for the said year. 

3.3. The substantive points made by the interveners, representatives of general public, and 

participants during hearings are summarized below: 

3.3.1. The cost of domestic gas is linked to the international price of Crude and HSFO and 

consequently the payments to producers are dollar based. The depreciation of the 

rupee has direct effect on the price of gas as well. The existing pricing system of cost 

of gas needs to be totally revamped in order to provide the national resource at 

affordable price. The linkage of indigenous gas with international oil prices is 

irrational and unjustified. Increase in oil prices is resulting in windfall gains for gas 

exploration companies as there is no increase in their cost structure and their fields 

having been in production for quite some time. The annual accounts of the gas 

exploration companies are showing phenomenal growth in profits mainly due to 

lacunae in well-head pricing formula. The Authority must intervene in public 

interest, and reduce the well head prices to provide relief to consumers at large. 88% 

to 90% of the cost of supply is wellhead gas price that is decided by GoP, and OGRA 

only controls remaining 10-12% cost. It was, therefore, protested that participation in 

the public hearing for this small proportion of tariff determination is only wastage of 
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time. 

3.3.2. The GoP’s new petroleum pricing policy was agitated wherein the capping was 

removed, which will result in increase in consumer price of natural gas. 

3.3.3. The system of costing is totally speculative and the consumers pay the cost of these 

speculations. 

3.3.4. GoP is the majority shareholder of the petitioner and thus shares its profits. 

Therefore, GoP should relinquish its share of revenues and protect the gas 

consumers against the projected increase in price. 

3.3.5. Rupee dollar parity is the responsibility of GoP which makes monetary and fiscal 

policy. The average consumers cannot be asked to pay for failure of the Government. 

3.3.6. Government is directly responsible for the shortage of gas. There is 300 MMCFD 

additional gas supplies, which could not be brought into the system owing to its 

various pending litigations with GoP. There is ample gas present in the system that 

can be tapped and supplied, if the government is serious to resolve these issues. For 

example; the Manzalai field has reserves of 2.4 TCF. The entire gas reserve of the 

country is 25 TCF. Similarly, Kohlu gas field holds an estimated reserve of 25TCF 

which are a little less than the present reserves of Pakistan at 29 TCF. There are 

countless such fields awaiting the exploration. The main hurdle is the law and order 

situation of the areas which are the sole responsibility of the Government. The GoP 

must resolve the dispute with local people in gas producing areas to facilitate the gas 

producer to inject more gas in the system. Also, circular debt is another hindrance 

for the local companies for further exploration.  

3.3.7. 31% increase allowed by the Authority, at the time of determination of ERR for FY 

2008-09, was based on the price of crude oil at US $ 147 per barrel. Later on the 

international oil prices decreased significantly, but the impact of this decrease was 

not passed on to the consumers. This indicates unwillingness of the concerned 

authority to pass on the benefit to the consumers.  

3.3.8. Subsidy for use of gas as fertilizer feed-stock, at the cost of the industry, should be 

abolished. GoP should give direct subsidy to domestic and fertilizer consumers, 

through budget allocation, instead of the prevalent cross-subsidy mechanism of gas 
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pricing. 

3.3.9. Non-implementation of new tariff regime is the sole responsibility of OGRA, which 

is the guardian of the welfare of the end users of gas. OGRA must start to react and 

not be complacent and follow the status quo. 

3.3.10. Government has crippled the gas industry in pricing and exploration activities. The 

average numbers of exploratory wells have decreased thereby increasing the gas 

shortages.  

3.3.11. Slab system of tariff structure need to be simplified and overhauled. The whole 

system needs to be revamped. 

3.3.12. The Federal Government (FG) is making decisions in respect of pricing for CNG 

sector in violation of and after completely by passing the OGRA’s Law. CNG price 

notification effective April 4, 2012, issued by OGRA is a classical example. OGRA, 

under section (8) of the law is obligated to only issue prescribed / sale prices after 

conducting public hearings and consultation with all the stake holders, which 

process was completely ignored in the instant case. OGRA should not have acted in 

violation of its law wherein protecting of consumers interest is fore most important. 

3.3.13. The curtailment of CNG sector for gas load management must be aborted since the 

same is in violation of the disconnection priority list provided in the licenses, 

granted to both gas companies by OGRA. 

3.3.14. There is no proper mechanism for verifying the BTU value of gas bills being sent to 

CNG stations. Accordingly, the BTU meters should be installed at the CNG stations 

in order to avoid any excessive billing by the gas companies, which is currently 

under way. 

3.3.15. The All Pakistan CNG Association severely criticized the FG policy of setting up 

LPG Auto stations, while it could have simply continued with the import of petrol, 

since the prices of both the products remain the same during most of the year. It was 

stressed that LPG is not a substitute for CNG by any stretch of imagination. It was 

agitated that the government is not concerned about billions of dollars already 

invested in the CNG infrastructure in Pakistan. It was pointed out that the enhanced 

import bill, in case of CNG substitution by Petrol or LPG, will be astronomical which 
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the country simply cannot afford. Also, Pakistan does not have sufficient port 

capacity to handle such high volume of imports and resultantly the entire system 

will collapse.  

3.3.16. It was demanded that ban on new CNG stations as well as imports of Kits must be 

continued in order to manage the short fall.  

3.3.17. The plans of introducing quota system in CNG sector, as recommended by the FG, 

were severally criticized and it was urged that we must not go back to the era of 

1970, when such restriction used to be in place during socialist regimes.  

3.3.18. It was questioned as to why OGRA did not stopped issuing new licenses to CNG gas 

stations after July 31, 2010 in accordance with the decision taken by the CNG Board 

headed by Minister for Petroleum & Natural Resources.  

3.3.19. The petitioner has claimed Rs. 11 billion expenditure on development of 

infrastructure pertaining to import of LNG, which is totally unjustified. It is 

highlighted that LNG from M/s Global Energy was to arrive in 2nd quarter of 2012, 

while M/s Engro had claimed to do the same in the 4th quarter of 2012. Interestingly, 

no physical progress has been made by either of the above said two LNG project 

proponents, while the Government is proceeding in the direction of re-starting of the 

entire process once again. It is, therefore, impossible that any LNG import will come 

to Pakistan during the said year, and accordingly the infrastructure and other 

expenditure claimed on this account must be disallowed, while protecting the public 

interest. Furthermore, 600 MMCFD of gas shortage exist only in Karachi, which can 

be met through import of LNG without developing any additional infrastructure. 

3.3.20. LNG cost must not be included in WACOG and supply of the same shall be 

restricted to power sector only, in order to protect the interest of public at large. The 

same practice shall also be adopted in case the LPG is injected to gas transmission / 

distributions network.  

3.3.21. It was pointed out that the LPG Air-Mix projects are un-feasible owing to very high 

cost and hence the same should not be included in the WACOG. In case such 

imports are made, the differential financial burden shall be borne by the FG. 

3.3.22. The petitioner must abide by the decisions taken by the Authority in the revenue 
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requirement determinations, instead of making mockery of the same. If the gas 

companies continue undermining OGRA and its law, then there is no point in 

holding public hearing. It was highlighted that if the petitioner does not refrain from 

it’s uncalled for practice than it may prompt other consumers to also stop abiding by 

the OGRA’s decisions, which could ultimately lead to abandoning of the regulatory 

setup. 

3.3.23. GoP must fund the parliamentarian scheme in their respective constituencies. Any 

expenditure allowed by OGRA in this respect will be the violation of its own rules 

and regulations.  

3.3.24. The Authority, at the time RERR for FY 2011-12, decided to allow ongoing projects 

for which GoP funding has been received and work started. There is no possibility 

that GoP asked the gas utilities to start new connections without new discoveries. 

OGRA can not avoid the matter by arguing that the issue pertains to MP&NR, being 

policy matter. OGRA must allow new connections after the feasibility of the same 

has been checked and approved. 

3.3.25. It was agitated that the gas distribution system must not be extended any further 

owing to ever growing shortfall of gas. Also, additional consumers should not be 

added in the system till such time additional gas is made available. It was 

highlighted that 130,000 new consumers are projected to be added in the system in 

the said year only, for which no cost benefit has been carried out. 

3.3.26. The petitioner has absorbed over 3,500 re-instated employees in its work force, along 

with back benefits, which is severely burdening the gas consumers at large. The cost 

of such re-instated employees shall be borne by the FG itself or by the shareholders 

of the companies, and the burden should not be passed on to the consumers. 

3.3.27. The FG is spending a lot of money on gas import pipelines which are basically 

pipelines of the dreams. It is unlikely that any project being handled by ISGSL will 

happen anytime soon, owing to various sanctions being imposed by the United 

States of America on the Government of Iran. The expenditure and corresponding 

time line therefore needs to be rationalized in order to avoid excessive expenditure 

on non-starter projects. 

3.3.28. The Government should fund the infrastructure projects of national importance, 
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such as LNG or ISGSL, through its budgetary allocations instead of burdening the 

existing consumers.  

3.3.29. It was highlighted that gas theft increases with every increase in price of gas, and the 

same is now becoming un-affordable for the masses. 

3.3.30. The petitioner’s agreement with JJVL needs to be reopened, since the 

Implementation Agreement stands expired in FY 2011. The petitioner is still giving 

away billions of rupees to JJVL, even though these funds should be going to the 

credit of consumers at large. The petitioner must ensure that in future all incomes 

arriving from JJVL are treated as operating income.  

3.3.31. Tariffs should be determined in a manner that protects consumers from 

monopolistic and oligopolistic pricing. 

3.3.32. Tariffs should be determined taking into account a rate of return as provided in the 

license, prudent maintenance and operation costs, depreciation, govt. levies and if 

applicable financial charges and natural gas cost. 

3.3.33. The petitioner has been reducing the gas sales volume and increasing the T&D cost 

to unsustainable levels. This will question the viability of the company. 

3.3.34. It was demanded that the Authority should not allow the increase in salaries and 

wages (Rs. 1,500 million), UFG at 7% (Rs. 1,302 million), and new connections 

without any feasibility study (Rs. 3,062 million).  

3.3.35. The petitioner was criticized for projecting capitalization of Rs. 35 billion on account 

of addition in assets, which is simply not doable owing to the huge quantum and 

efforts involved. Traditionally, the petitioner has been able to capitalize an average 

of Rs. 10 billion on this account during the last three years, which further proves the 

points that the company simply does not have the capability to undertake the capital 

project of such a magnitude. Furthermore, there is no point in allowing additional 

Rs. 11 billion on LNG infrastructure development since the same is unlikely to 

happen any times soon. 

3.3.36. Only such capital expenditure should be included in the rate base which is prudent, 

cost effective and economically efficient. 

3.3.37. The petitioner was criticized for booking interest income receivable from KESC, to 
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the tune of Rs. 6 billion, even though it is highly unlikely to recover the same. 

3.3.38. It was agitated that the petitioner is not providing proper gas pressure to Site 

Industrial area, which is resulting in heavy production losses for the industries. The 

same situation needs to be rectified on immediate bases.  

3.3.39. It was demanded that China and Nepal are promoting use of Bio-gas in its various 

towns and villages, and the same practice shall also be adopted by FG. This alternate 

fuel will minimize the pressure on the FG to go for extension of network to new 

towns and villages. This will also minimize the cost of such uneconomical extensions 

to new towns, thereby protecting the interest of public at large.  

3.3.40. The gas has currently been supplied to a number of single cycle power projects on 

which the FG policy needs to be amended. The first priority right to use gas must be 

given to combined cycle plants only in order to reduce the existing short fall of gas 

and to encourage efficiency.  

3.3.41. OGRA in consultation with licensees should specify and review standards for the 

equipment and materials to be used in undertaking any regulated activity. Poor 

quality of gas pipes are the major cause of increase in line losses as well as leakages. 

3.3.42. OGRA can not protect the interests of all stake holders including the consumers by 

allowing UFG at 7%. 

3.3.43. The stay order granted by Honorable High Court in respect of UFG does not restrict 

the petitioner to make practical as well as serious efforts to control ever increasing 

line losses. There is a lake of strategic planning and implementation strategy for 

controlling the UFG by the petitioner, which is adversely affecting the gas supplies. 

Also, the impact of UFG at 7%, based on Honorable Court’s decision, is compensated 

by GDS. 

3.3.44. Rampant corruption in gas companies in form of gas theft must be reduced, since 

high pressure pipelines cannot be punctured without the involvement of companies’ 

officers / officials. 

3.3.45. Gas sales to DHA desalination plant and Al Tuwariqi Steel should be reduced to nil. 

The quota allocated to both concerns should be supplied to some industry.  

3.3.46. Revised gas load management policy is to be formulated, wherein industry should 
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be given priority. 

3.3.47. The petitioner has been claiming the increase in security expenses by Rs. 29 million 

with no decrease in projected UFG volumes and hence the same shall be curtailed. 

3.3.48. The petitioner has projected an alarming increase of 110% under the head of repair 

and maintenance, which is about 2% of entire revenue in this respect.  Any increase 

on this account should only and only be allowed with the indication of positive steps 

towards reduction in UFG volumes.  

3.3.49. OGRA should safeguard the interest of the industry including gas utilities.  

3.4. The Authority has carefully considered all the submissions and arguments of the parties 

made in writing and at the public hearing and proceeds to discuss the same and make its 

determination as follows: 

4. Authority’s Jurisdiction and Determination Process 

4.1. The Authority is obligated to determine the revenue requirement /prescribed prices of the 

petitioner in accordance with Section 8(1) and 8(2) of the Ordinance and License condition 

no. 5.2 of its integrated License. 

4.2. Section 8(1) of the Ordinance empowers the Authority to determine an estimate of the total 

revenue requirement of its licensees for a financial year, before its commencement, in 

accordance with the NGT Rules, and on that basis, advise the FG, the prescribed price of 

natural gas for each category of retail consumers. 

4.3. GoP, pursuant to Section 8(3) of the Ordinance, is legally empowered to advise the 

Authority for notification in the official gazette, the minimum charges and sale price for 

each category of retail consumers, deciding in this process, the extent of subsidy to be 

enjoyed or extra amount to be paid by various categories of consumers with respect to 

average cost of supply. 

4.4. The Authority is obligated to abide by the sector specific policies of the FG while 

determining the prescribed prices for each category of consumers, which include the 

subsidy given to the domestic consumers and fertilizer feed-stock.  

4.5. The decisions issued by the Authority have always been strictly in accordance with the 

relevant provisions of Law. All the statutory requirements are firmly complied with before 
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issuing any Order and in this whole process the Authority, very meticulously, ensures that 

public service utilities prosper in an efficient manner. The Authority, since its inception had 

issued all of its determinations, after going through the process of transparent public 

hearings, while balancing the interest of all stakeholders, including general public, gas 

utilities, industrial consumers, etc. It is mainly because of the effective regulation by OGRA 

that the petitioner has been able to consistently expand its business while extending its 

services to a large number of consumers on yearly basis. The checks and balances 

implemented by the Authority to improve the quality of service to consumers and bring 

efficiency in the overall management of the company have proved to be beneficial for the 

whole nation in measurable terms. 

4.6. The Authority observes with grave concern that despite extensive cooperation and prudent 

facilitation by OGRA in terms of providing necessary resources for all legitimate 

expenditures including system rehabilitation, expansion and advancement thereon, the 

petitioner has pathetically failed to introduce efficient practices to minimize inefficiency in 

its system. The doomsday scenario presented by the petitioner’s legal counsel seems to be 

an effort towards compromising quality and efficiency of the system while giving away 

major relaxations through liberal decisions on various controversial items that have 

historically been strongly opposed by every stakeholder. 

4.7. In view of above, the Authority strongly feels that there is a dire need that the petitioner 

show dynamism and take vigilant and cautious decisions to improve its financial position 

as well as consumer service to make the company and its system work efficiently on the 

pattern of best international standards and benchmarks. Lack of motivation and 

commitment for performing better has brought the company to this brink otherwise the 

system in force has worked quite well within its parameters. 

4.8. The Authority examines all applications and petitions in the light of relevant rules. 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, which are duly taken into account. Further, GoP’s attention is 

specifically drawn to the pleas relating to policy matters for consideration, before deciding 

the retail prices for various categories of consumers. 
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4.9. Well-head prices of gas are computed and notified per Section 6(2) (w) of the Ordinance, in 

accordance with the GPAs of the gas producers with the FG, on the basis of international 

Crude / HSFO prices. The well-head gas prices are notified as and when the respective 

applications from various gas producers are received, and are applicable on a retrospective 

basis i.e. January 01 and July 01 of each year. The filing of such applications with the 

Authority is contingent upon receipt of crude oil import data from the FG. The well-head 

cost of gas is the main component of the revenue requirement and is a pass through item 

under the current mechanism of determining prescribed prices.  

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

depth, keeping in view the FG socio economic agenda and policy advices, in accordance 

with Rule 17(j) of NGT Rules.  

5. Return to Licensee 

5.1. The Authority is obligated under Section 7(1) of the Ordinance, to determine or approve 

tariff for regulated activities whose licenses provide for such determination or such 

approval, or where authorized by this Ordinance, subject to policy guidelines. License 

Condition No. 5.2 of license granted to the petitioner, clearly states that the Authority shall 

determine total revenue requirement of the licensee to ensure that it achieves 17% return on 

its average net fixed assets in operation for each financial year, subject to the efficiency 

related benchmarks adjustments. The Authority, accordingly, has been determining the 

revenue requirement of the petitioner, providing the said return on net operating assets in 

accordance with the said provision of the Ordinance as well as the petitioner’s license.  

5.2. The Authority, may, however, in consultation with GoP and the licensee prescribe revised 

rate of return or a different basis for determination of return, pursuant to License Condition 

No. 5.3 of the license granted to the petitioner. The Authority had, therefore, developed a 

new tariff regime in the year 2005 through an independent international consultant M/s 

Economic Consulting Associates (ECA), which, in the course of legally mandatory 

consultation process, was forwarded to GoP for approval.  

5.3. The stakeholders, in various public hearings, as well as the gas utilities had also suggested 

the Authority to conduct a fresh comprehensive study through experts on this issue since 

the previous study is outdated and also obtain public opinion, so that legal responsibility 
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could be fulfilled, under Section 6 (2) (t) of the OGRA Ordinance. The said Section obligates 

the Authority to determine, in consultation with the FG and licensees for natural gas, a 

reasonable rate of return which may be earned by such licensee in undertaking of the 

regulated activities, keeping in view all the circumstances. 

5.4. In view of above, OGRA had initiated the process to review the findings of ECA study. In 

this regard public hearings were also conducted where valuable and noteworthy input of 

all the stakeholders was obtained. The views of FG were also solicited and the Authority 

observes that MP&NR is in favour of continuation of most part of the existing return on 

assets tariff regime, excluding however major amounts on account of non-operating 

incomes and UFG to the shareholders of the company, while undermining the interests of 

the public at large. MP&NR’s comments seem to be in violation of existing tariff regime 

already approved by the ECC. Moreover, all efforts of MP&NR to get the new / amended 

tariff regime approved by the ECC have failed.  

5.5. The Authority further notes that the subject tariff regime was proposed several years ago in 

2005 which may have lost its utility for the most part owing to continuous evolution in 

regulatory practices along with changes in financial dynamics, economic indicators as well 

as ground realities. 

5.6. In view of the above, the Authority is of strong view that till such time a new study for 

development of tariff regime, duly considering modern techniques and concepts of 

regulation as well changing dynamics in Pakistan, is instituted, the existing tariff regime 

shall continue in totality, without adjustments that may adversely affect the consumers at 

large.   

6. Operating Fixed Assets  

 
6.1. Summary 

6.1.1. The petitioner has projected a gross addition of Rs. 34,864 million in the fixed assets 

and ex-depreciation addition of Rs. 29,936 million, resulting in projected net operating 

fixed assets at Rs. 93,807 million for the said year. After adjustment of deferred 

credits, assets relating to MMP & Air-mix LPG, the net average operating fixed assets 

eligible for return per the petitioner are projected at Rs. 70,371 million, and the 
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required return at Rs. 11,963 million, as under: 

Table 5: Computation of Projected Return per the Petition on Operating Fixed Assets 
 

Rs. in million
63,871                
93,807                

157,678              
Average  net assets (A) 78,839                

Meter  manufacturing  plant assets at beginning 218                     
Meter  manufacturing  plant assets at closing 286                     

Sub-total 504                     
Average  net assets (B) 252                     

LPG air mix assets at the beginning 1,210                  
LPG air mix assets at the closing 1,543                  

Sub-total 2,753                  
Average  net assets (C) 1,377                  

6,919                  
6,759                  

13,678                
6,839                  

70,371                
17%

11,963                

Particulars
Net operating fixed assets at beginning
Net operating fixed assets at closing

Sub-total:

 

Deferred credit at beginning

Return required on net operating fixed assets
Amount of return requested by the petitioner

Deferred credits at closing
Sub-total:

Average net deferred credit (D)
Average (A-B-C-D)

 

6.1.2. The details of deferred credits projected by the petitioner for the said year are 

compared with RERR for FY 2011-12, as under: 

 Table 6:     Comparison of Projected Deferred Credits with RERR FY 2011-12 

   

FY 2011-12 FY 2012-13

RERR The Petition

Balance as at July 01 6,802             6,919              

Addition during the year 506                241                 

Sub-total: 7,308             7,160              

Amortization during the year 389                401                 

Un-amortized Balance as at June 30 6,919             6,759              

Rs. in million

Particulars

 
 

6.1.3. The Authority accepts the petitioner’s estimates and provisionally determines its 

opening balance at Rs. 6,919 million for the said year. 

6.1.4. Comparative analysis of projected additions in fixed assets with the previous year is 

as follows:  
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Table 7: Summarized Schedule of Projected Additions Compared with Previous Year 
      

          

Rupees Million

FRR RERR The Petition Rs. %

Land 1                    30                   61                 31             103        
Buildings 49                  198                 156               (42)            (21)         
Roads, pavements and related infrastuctures 341                126                 242               116           92          
Gas Transmission Pipelines 369                3,265              12,407          9,142        280        
Compressors               182                43                   5,502            5,459        12,694   
Plant and machinery       76                  267                 2,117            1,850        693        
Gas distribution system 8,489             8,597              10,959          2,361        27          
Furniture, equipment computers & allied 
equipments

99                  130                 294               164           126        

Computer Software (Intangible) 19                  2                     103               101           5,025     
LPG Air Mix - Gawadar 426                513                 838               325           63          
Telecommunication system 14                  85                   177               92             108        
Appls., loose tools & equipt. 10                  30                   105               75             250        
Vehicles 121                230                 560               330           143        
Construction equipment 0.49               122                 777               655           536        
SCADA - 327                 567               240           73          
Gross Assets 10,197     13,966      34,864     20,898 150    

Inc./(Dec.) over RERR
Particulars

FY 2010-11 FY 2011-12 FY 2012-13

 
6.1.5. The petitioner has provided further breakup of the major items of additions, which 

are discussed below: 

6.2. Land 

6.2.1. The petitioner has projected increased amount of Rs. 61 million for acquisition of 

land for various regional and zonal offices and establishment of Pressure Regulating 

Station for the said year against Rs. 30 million allowed in RERR for FY 2011-12 which 

is whopping 103% increase.  

6.2.2. The Authority observes that the petitioner’s average capitalization during last three 

years has been less than 10%. Also the petitioner has failed to substantiate any real 

need analysis for setting up of additional offices in the prevailing situation of 

dwindling gas supplies in the country 

6.2.3. In view of the petitioner’s actual capacity utilization, historical trend and lack of 

justification, the Authority provisionally allows Rs. 5 million under this head for 

the said year.  

6.3. Buildings 

6.3.1. The petitioner has projected Rs. 156 million on account of different building projects 
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for the said year. The Authority observes that projections by the petitioner under this 

head have historically remained on very high side when compared with actual 

expenditure at year end (i.e. actual v/s demanded). The below trend exhibits around 

50% actualization against the projected amounts during the last three years:- 

Table 8: Capitalization Trend of Building 

Rs. in million
FRR

Demanded Allowed Actual 
FY 2008-09 346 100 139 40%
FY 2009-10 218 167 132 61%
FY 2010-11 99 30 49 49%

DERR
Particulars

Capitalization 
Rate

 

6.3.2. In view of the above trend, the Authority provisionally determines the above 

mentioned expenditures at Rs. 78 million (i.e.  50% of the projected amount) for the 

said year. 

6.4. Road, Pavements and Related Right of Way (ROW)    

6.4.1. The petitioner has projected an amount of Rs. 242 million for the said year in respect 

of Road, Pavement and related ROW.  

6.4.2. The petitioner has projected to construct small bridges and culverts of 18" and 20" on 

IRBP (HQ-SKP) at an estimated cost of Rs. 55 million and rehabilitation of ROW 

damages caused by floods in Shikarpur section i.e Saifullah Wah, Begari Canal and 

Khanpur SMS at projected cost of Rs. 111 million, Rs. 41 million and Rs. 35 million 

respectively. 

6.4.3. The Authority observes that the petitioner did not utilize any amount under regular 

ROW plans during FY 2008-09 and FY 2009-10, however, in FY 2010-11 actual 

expenditure on this account rose to Rs. 341 million, only owing to left over works of 

previous years. Further, the petitioner was allowed 36% of the projected amount in 

RERR for FY 2011-12. The last five years average capitalization has remained at 36% 

as given below:- 
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Table 9: Capitalization Trend of ROW 

Rs. in million
FRR

Demanded Allowed Actual 
FY 2006-07 324 324 173 53%
FY 2007-08 313 313 139 44%
FY 2008-09 653 440 0 0%
FY 2009-10 476 238 0 0%
FY 2010-11 4 4 341 8525%

Particulars
DERR Capitalization 

Rate

 

6.4.4. Keeping in view the damages caused by floods as well as its actual capitalization 

during last five years, the Authority provisionally determines the said expenditure at 

Rs. 87 million i.e;  36% of the projected amount for the said year. 

6.5. Gas Transmission Pipelines 

i. Summary 

6.5.1. The petitioner has projected unprecedented amount of Rs. 12,407 million on account 

of additions to transmission network during the said year, breakup of which is as 

follows:   

       Table 10: Requested Additions to Transmission Network  

                     

S/ 
no. Project Description Rs. in 

Million

1 36" dia x 102 Km Loop between Nawabshah-Nara-Sawan 7,452        

2 24" dia x 33 Km Masu to Tando Adam Loopline 1,472        
3 16" dia x 50 Km Latif Field to Sawan Plant Pipeline Project 1,154        
4 Up-grdation of Sales Meter Stations 153           
5 Construction of Sub-merge crossings 100           
6 12" dia x 35 Km Sinjhoro Gas Field Integration Project 50             
7 12" dia x 67 Km Mehar Gas Field Integration Project 1,008        
8 24" dia x 35 Km Kunnar Pasaki as Field Integration Pipeline Project 25             
9 8" dia x 85 Km Pipeline from Jhal Magsi to Shori 802           

10 16" dia ILBP Rehabilitation & Intelligent Pigging 131           
11 18" dia Badin Gas Field Integeration Project (BGFIP) Intelligent Pigging 41             
12 Lowering of 12" dia x 2,305 Meters QPL in Bolan River 19             

Total 12,407         

6.5.2. The petitioner’s projections for the said year are mainly on account of laying of 

pipeline of 36" dia x 102 Km loop between Nawabshah-Nara-Sawan on ILBP system    
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costing Rs. 7,452 million for transportation of RLNG and indigenous gas from Karachi 

to Sawan for northern region. The other project on account of LNG transportation  is 

worth Rs. 1,472 million for laying of 24" dia x 33 Km Masu to Tando Adam loop line 

for 2nd leg of LNG project. 

6.5.3. The Authority appreciates the efforts being undertaken to minimize the demand 

supply gap by exploring different avenues for more energy input, particularly in the 

current era of energy crises in the country. The Authority is also swiftly facilitating the 

FG efforts towards RLNG import to cope up with the energy shortage.  

6.5.4. The Authority, however, observes that according to the minutes of the meeting held 

on January 12, 2012 under the chairmanship of Secretary MP&NR, it had been 

decided that the gas utilities will undertake infrastructure development projects only 

after the achievement of wet financial closure (first disbursement date) by the 

developers. It had further been decided that utility companies will start investing for 

their capacity enhancement only after receipt of performance bank guarantee from a 

reputable bank acceptable to OGRA and en-cashable in Pakistan. 

6.5.5. The Authority notes that financial close, by the project developers, is yet to be 

achieved and also no performance bank guarantee has been submitted to-date. The 

Authority, keeping in view the above mentioned position as well as significant 

financial impact on the revenue requirement, pends the inclusion of these projects 

worth Rs. 8,924 million for the time being. The same will be considered at the time of 

mid year review keeping in view the progress of the project at that time.  

6.5.6. The petitioner has projected Rs. 1,154 million on account of 16" dia x 50 Km Latif Field 

to Sawan field pipeline project for the said year. The ECC constituted committee, 

under the chairmanship of Deputy Chairman Planning Commission, has decided on 

December 21, 2011 that both the gas utilities should plead to M/s Latif Joint Venture 

to lay the proposed pipeline. The Authority is of considered view that the gas 

companies cannot pay the cost of gathering lines for Latif Field under the current 

petroleum policy and the same if done illegally will open a major pindora box, since 

similar fields will also wish to sell raw gas to utilities. Planning Commission along 

with MP&NR is also working on the proposal of open bidding for the construction of 
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gathering pipelines, which OMV is refusing to deliver.  

6.5.7.  In view of the pending settlement between gas utilities and OMV, the Authority 

decides to defer the inclusion of the project and deducts Rs. 1,154 million from the 

rate base for the said year.  

6.5.8. The petitioner has projected to upgrade four Sales Meter Stations (SMS) at Larkana, 

Nawabshah, Dhabeji and Shahdadpur at an estimated cost of Rs. 153 million to cater 

for increased number of consumers. The submissions of the petitioner indicate that 

number of consumers have shown rapid growth during last five years in respect of 

SMS at Larkana and Shahdadpur. However, the petitioner has not provided sufficient 

justification to upgrade SMS at Dhabeji and Nawabshah.   

6.5.9. The Authority, keeping in view the above submissions provisionally allows Rs. 103 

million, out of projected Rs. 153 million, for the said year.  

6.5.10. The petitioner has projected Rs. 100 million to replace overhead pipelines with 

submerged pipeline crossings under the canal beds and water channels to enhance 

pipelines security. During last three years petitioner was able to capitalize only 44% of 

the projected amount. 

6.5.11. The Authority, keeping in view the above provisionally allows Rs. 50 million, for 

construction of submerged crossings for the said year.  

6.5.12. In view of the above, addition to gas transmission pipeline is provisionally allowed 

at Rs. 2,229 million for the said year. 

6.6. Distribution Development 

i. Summary 

6.6.1. The petitioner has projected 27% increased amount of Rs. 10,959 million as against Rs. 

8,597 million per RERR for FY 2011-12 for the said year on account of distribution 

network, details of which are provided below: 
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Table 11: Detail of Additions to Distribution Network 

           

S/No. Asset Description Rs. in million

1 16" x 5 Km Landhi Main & Landhi Korangi Main Augmentation 125                  

2 New Towns 1,696               

3 Construction of CMSs, TBSs, and TRSs, 306                  

4 Installation of New Connections (meters) 741                  

5 Laying of Distribution Mains including Services-Existing Areas 4,914               
6 Replacement of Undersized Meters 115                  
7 Rehabiltilation of flood affected Gas Distribution System 91                    

8 20" dia x 5 Km Landhi Main - C Stations Main Loop 139                  

9 24" dia x 35 Km Loopline from Kathore to Surjani 1,139               

10 30" x 15 Km SMS Pak Steel to SMS Pakistan Machine Tool Factory 736                  
11 8" x 14 Km Supply Main Sanghar 125                  
12 12" x 31 Km Palijani to Tando Allahyar main Supply                   446 
13 16" x 20 Km Augmentation fromQuetta to Mastung                   386 

Total Distribution Projects 10,959               

6.6.2. The petitioner has submitted that existing 8" dia x 5 Km loop line between Landhi 

Main and Landhi Korangi augmentation main has become undersized owing to huge 

demand of industrial and power units. The petitioner has, therefore, proposed to 

enhance the capacity with projected cost of Rs. 25 million per km. The petitioner has, 

however, proposed another project of similar dia with the reduced cost of Rs. 19.3 

million per km only.  

6.6.3. The Authority observes that the petitioner has projected cost on higher side and 

provisionally allows the same at Rs. 97 million based on Rs. 19.3 million per km for 

the said project.  

6.6.4. The Authority observes that the petitioner has projected Rs. 1,696 million for 846 Km 

extension in distribution network in order to supply gas to new towns & villages, in 

compliance of GoP’s socio economic policies / agenda and in accordance with the 

ECC approved criteria. The petitioner has also confirmed that the projected 

distribution development capital expenditure on new towns and villages qualify for 

capitalization and inclusion in the rate base for the said year based on the decision of 

FG dated October 04, 2011. The Authority, therefore, provisionally allows the claimed 

expenditure on new towns and villages for the said year.  

6.6.5. The Authority further observes that the petitioner has substantiated adequate need 
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assessment for undertaking projects appearing at serial no. 3 – 13 in table no. 11 

above. The said projects are required for the purposes of system augmentation, and 

the same are therefore provisionally allowed.  

6.6.6. In view of above, the addition to Distribution Development is provisionally allowed 

at Rs. 10,931 million for the said year. This amount also includes Rs. 2,397 million for 

Natural Gas Efficiency Project (NGEP) related distribution development expenditure, 

which is subject to the conditions contained at para 6.7.5 below.  

6.7. Plant and Machinery 

6.7.1. The petitioner has projected a sum of Rs. 2,117 million for the said year in respect of 

Plant and Machinery, showing a steep rise of 693%, against Rs. 267 million provided 

in RERR FY 2011-12.   

6.7.2. The petitioner has attributed this sharp rise to the purchase of various machines and 

equipment for NGEP at an estimated cost of Rs. 1,122 million. The petitioner has 

stated that NGEP is a five year project and for its first year a total expenditure of  

Rs. 3,570 million has been estimated. The projected Rs. 1,122 million under this head 

has been allocated towards the rehabilitation of dilapidated pipelines from 500 Km to 

1,350 Km in the said year.  

6.7.3. The Authority observes that the petitioner’s projections on this account have always 

been far higher than actual capitalization. The petitioner’s average capitalization for 

last three years remained around 20%.  The historical position is given below:- 

Table 12: Capitalization Trend of Plant and Machinery 
Rs. in million

FRR
Demanded Allowed Actual 

FY 2008-09 375 263 111 30%
FY 2009-10 491 263 97 20%
FY 2010-11 576 196 76 13%

Particulars
DERR Capitalization 

Rate

 
 

6.7.4. In view of above, the Authority allows 20% i.e.  Rs. 200 million of the projections 

made for general plant and machinery and 100% for NGEP. Thus, the Authority 

provisionally determines the said expenditure at Rs. 1,322 million for the said year.  
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6.7.5. Rs. 1,122 million on account of NGEP is however provisionally allowed subject to 

the following conditions which if not fulfilled will lead to disallowance of the same:  

1. GoP approval will be obtained before proceeding with NGEP. 

2. Petitioner will initially undergo a pilot project in vulnerable areas where 

leakages in the existing network are evident. 

3. Monthly progress report will be submitted to the Authority.   

4. Petitioner will submit a comprehensive report clearly indicating reduction in 

UFG owing to implementation of NGEP. All physical targets will be met and 

external audit report will be submitted to the Authority. 

6.8. Computer and Allied Equipment including Furniture Equipments 

6.8.1. The petitioner has projected a sum of Rs. 294 million for the said year in respect of 

computer and allied equipment including furniture, involving an exorbitant increase 

of 126%, against Rs. 130 million provided in RERR for FY 2011-12.  

6.8.2. The petitioner has projected 126% rise in the said head of account, however, no 

tangible justification in support of the projected hike has been provided. The 

Authority notes that the petitioner has been over projecting the expenditures on this 

account on continuous basis. The petitioner’s average capitalization rate during last 

three years has remained at 60% as evident from below:- 

Table 13: Capitalization Trend of Computer and Allied Equipment including 
Furniture Equipments 

            

Rs. in million
FRR

Demanded Allowed Actual 
FY 2008-09 193 120 106 55%
FY 2009-10 115 105 50 43%
FY 2010-11 122 103 99 81%

Particulars
DERR Capitalization 

Rate

       

6.8.3. In view of above trend, the Authority provisionally determines the said expenditure 

at the level of RERR for FY 2011-12 and fixes it at Rs. 130 million for the said year.  

6.9. Appliances Loose Tools & Equipment 

6.9.1. The petitioner has projected expenditure under this head for the said year at Rs. 105 

million against Rs. 30 million provided in RERR for FY 2011-12, showing 250% 
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increase.   

6.9.2. The Authority observes that tangible justification for the projected expenditure has 

not been submitted. The petitioner’s average capitalization of last three years has also 

remained 25%. The historical analysis is as under:- 

Table 14: Capitalization Trend of Appliances Loose Tools & Equipment 

Rs. in million
FRR

Demanded Allowed Actual 
FY 2008-09 64 30 31 48%
FY 2009-10 122 36 14 11%
FY 2010-11 58 41 10 17%

Particulars
DERR Capitalization 

Rate

 

6.9.3. In view of above historical trend, the Authority provisionally allows 25% of the 

projected expenditure i.e; at Rs. 26 million against the petitioner’s claim of Rs. 105 

million for the said year. 

6.10. Telecommunication System 

6.10.1. The petitioner has projected an amount of Rs. 177 million in respect of 

telecommunication system for the said year, reflecting an increase of 108% over Rs. 85 

million allowed in RERR for FY 2011-12.  

6.10.2. The petitioner has attributed this increase to floods in 2010 and 2011, which has 

severely damaged its communication system.  The petitioner has again projected four 

self support towers with revised estimates of Rs. 100 million for the said year.  The 

petitioner has previously projected Rs. 60 million under the same head. The Authority 

keeping in view the inflationary factor allows Rs. 64 million for four self support 

towers, each costing Rs. 16 million, for replacement during the said year.  

6.10.3. The petitioner has projected Rs. 11.4 million on account of video conferencing for 

faster communication. The Authority observes that cost estimates are considerably 

on higher side, therefore, the same is restricted at 50% i.e. Rs. 6 million of the 

projected amount. 

6.10.4. The petitioner has projected an amount of Rs. 6 million on account of Satellite / DSL 

links between Karachi Terminal (KT) and Quetta and Rs. 2.50 million for purchase of 
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blackberry handsets for senior executives. The Authority considers these expenditures 

as avoidable and unnecessary, and therefore directs the petitioner to adopt austerity 

measures. 

6.10.5. The petitioner has estimated Rs. 3 million under the head of “others”. The Authority 

notes that said estimates are projected on higher side and therefore, restricts it at 

30% (i.e. Rs. 1 million) of the projected amount. 

6.10.6. The remaining amount of Rs. 54 million projected by the petitioner under the head of 

telecommunication seems reasonable and justified and the Authority allows the same 

for the said year. 

6.10.7. In view of above, the Authority provisionally determines addition to the 

telecommunication system at Rs. 125 million for the said year.  

6.11. Vehicles 

6.11.1. The petitioner has projected Rs. 560 million (381 new vehicles and replacement of 

184 vehicles) for the said year as against Rs. 230 million allowed in RERR for FY 

2011-12. The historical analysis of actual capitalization is given below: 

Table 15: Capitalization Trend of Vehicles 

Rs. in million
FRR

Demanded Allowed Actual 
FY 2008-09 215 215 174 81%
FY 2009-10 224 137 76 46%
FY 2010-11 166 152 121 73%

Particulars
DERR Capitalization 

Rate

 
6.11.2. The Authority notes that the petitioner, instead of improving its performance and 

service, arresting rising UFG trend and enhancing customer facilitation, has 

projected 143% higher expenditure to upgrade and purchase new vehicles and that 

too for non-operational activities. The historical trend also depicts huge expenditure 

on this account on yearly basis and in fact the capitalization rate under this specific 

head has remained very high. The petitioner has not submitted any convincing, 

justifiable and sufficient evidence in support of its projections. 

6.11.3. The Authority notes that the expenditure under this head is particularly 
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discretionary in nature and avoidable to a major extent. The Authority understands 

that the petitioner, being a paradigm in corporate sector as well as an organization of 

critical national importance, should not undertake such avoidable expenditures in 

the wake of overall economic conditions prevailing in the country. 

6.11.4. In view of the above, the Authority provisionally allows 25% of the projected 

amount at Rs. 140 million (including 57 million for NGEP related vehicles subject to 

conditions mentioned at para 6.7.5 above) for purchase and replacement of vehicles 

for the said year, along-with the direction to remain within the allowed expenditure 

limit.  

6.12. Construction Equipment  

6.12.1. The petitioner has projected 536% higher expenditure for construction equipment, at 

Rs. 776 million for the said year as against Rs. 122 million provided in RERR for FY 

2011-12.  

6.12.2. The petitioner has attributed the sharp increase to the procurement of the 

equipments for various upcoming projects during the said year. 

6.12.3. The Authority notes that the petitioner has historically been claiming projections on 

higher side as compared to actual expenditure at the close of the year, as evident 

from below: 

Table 16: Capitalization Trend of Construction Equipments 
Rs. in million

FRR
Demanded Allowed Actual 

FY 2008-09 526 239 192 37%
FY 2009-10 609 304 0 0%
FY 2010-11 308 154 0.5 0.2%

Particulars
DERR Capitalization 

Rate

 
 

6.12.4. The Authority also observes that the petitioner’s last three years average 

capitalization has been at 12%. It has also been observed that only Rs. 0.5 million has 

been utilized under this head during last two years.   

6.12.5. The Authority, however, taking a lenient view, provisionally fixes it at the level of 

FRR for FY 2008-09 i.e. Rs. 192 million under the said head for the said year. 
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6.13. Compressor 

6.13.1. The petitioner has projected huge amount of Rs. 5,502 million as compared to only 

Rs. 43 million per RERR for FY 2011-12. The petitioner has submitted that gas 

utilities have planned to improve their transmission infrastructure in order to absorb 

the expected import of RLNG from Karachi port.  

6.13.2. The petitioner has projected Rs. 4,692 million on account of compression facility at 

Nawabshah. An amount of Rs. 644 million has been estimated to revamp Hyderabad 

compressors to facilitate reverse flow of RLNG and indigenous gas from Karachi to 

Sawan in order to reduce gas shortages at northern system.    

6.13.3. The Authority keeping in view the facts mentioned at para 6.5.4 and 6.5.5 above 

regarding RLNG project, pends the said expenditure.    

6.13.4. The petitioner has projected the compressor overhaul / modification at Hyderabad 

at an estimated cost of Rs. 166 million, which was later on revised to Rs. 229 million 

by adding Government duties/ taxes. The petitioner in its submissions has stated 

that previously the overhaul of turbines at Hyderabad compressor station was done 

in 1995. As per OEM maintenance schedule, the said turbine requires major overhaul 

to be done by M/s Volvo Aero at a cost of US $ 1.9 million.  

6.13.5. The Authority keeping in view the above, allows only Rs. 229 million in respect of 

compressor overhauling out of the projected amount of Rs. 5,565 million for the said 

year. 

6.14. SCADA 

6.14.1. The petitioner has projected Rs. 567 million on account of SCADA for the said year 

as against Rs. 327 million allowed in RERR for FY 2011-12.  

6.14.2. The petitioner has submitted that the existing SCADA network including SCADA 

data center at KT, which has outlived its useful life and needs urgent up-gradation. 

It has been observed that the petitioner has been capitalizing varying amounts under 

this head and was allowed 81% of its projection in DERR FY 2011-12. However, 

during FY 2009-10 and FY 2010-11 the actual capitalization was negligible.  

6.14.3. In view of above, the Authority provisionally allows 50% i.e. Rs. 284 million of the 

projected amount as addition under the head of SCADA for the said year.   
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6.15. LPG Air-Mix Projects 

6.15.1. The petitioner has projected Rs. 838 million to establish two new Air–Mix LPG 

projects at Digri (Rs. 395 million) and Qilla Saifullah (Rs. 435 million). The petitioner 

has also projected the same last year but no actual progress on these projects has 

been noticed.  

6.15.2. The Authority observes with serious reservations that the petitioner, on one hand, 

has remained unable to make operational the on going projects in a cost effective 

manner, costs of which are continuously being borne by consumers, while on the 

other hand it has envisaged new projects. The projects of Qila Saifullah and Surab 

are the classic examples of the petitioner’s sluggish attitude towards completion of 

vital projects of national importance. 

6.15.3. In view of the inability of petitioner to complete the on-going projects, and the 

reasons recorded at para 8 below, the Authority pends Rs. 830 million in respect of 

the above two projects. 

6.15.4. The petitioner has also projected Rs. 8 million for augmentation of the distribution 

system of LPG Air-Mix projects at Gawadar, Noshki and Kot Ghulam Muhammad.   

6.15.5. In view of above, the Authority provisionally allows Rs. 8 million for augmentation 

of distribution system of the already commissioned LPG Air-Mix projects.    

6.16. IT Related Expenditure 

6.16.1. The petitioner has projected Rs. 103 million in respect of computer software for the 

said year. The petitioner has shown 5025 % increase under the said head over RERR 

for FY 2011-12. The average capitalization during last three years has remained at 

27%.  

6.16.2. In view of the above facts, the Authority provisionally allows IT – related 

expenditures at 27% of the projected amount at Rs. 28 million for the said year.  

6.17. Assets Relating to Meter Manufacturing Business 

6.17.1. The petitioner has excluded the projected addition of Rs. 79 million pertaining to 

meter manufacturing business from the rate base by reiterating its contention that 

the business is not a regulated activity.  

6.17.2. The Authority observes that the matter has been elaborately discussed and decided 
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in earlier determinations and in view of the discussion at para 5 above, maintains its 

earlier decision of treating the meter manufacturing business as operating activity 

till the existing tariff regime is in place. 

6.18. Fixed Assets Determined by the Authority 

6.18.1. The value of additions in assets requested by the petitioner and provisionally 

determined by the Authority for the said year, is as under: 

Table 17: Summary of Asset Additions Determined by the Authority 
 

Rupees Million

Land 61                  5                     
Buildings 156                78                   
Roads, pavements and related infrastuctures 242                87                   
Gas Transmission Pipeline 12,407           2,229              
Compressors               5,502             229                 
Plant and machinery       2,117             1,322              
Gas distribution system and related facilities 
& equipments

10,959           10,931            

Furniture, equipment including computer & 
allied equipments

294                130                 

Computer Software (Intangible) 103                28                   
LPG Air Mix - Gawadar 838                8                     
Telecommunication system 177                125                 
Appls., loose tools & equipt. 105                26                   
Vehicles 560                140                 
Construction equipment 777                192                 
SCADA 567                284                 

Gross Addition 34,864           15,814            

FY 2012-13
Particulars

The Petition 
Determined by 
the Authority

 
   
 

6.18.2. Depreciation expense claimed by the petitioner comes down by Rs. 615 million to        

Rs. 3,969 million as a consequence of reduction in additions to fixed assets for the 

said year, as discussed above. 

6.18.3. In view of the above, the Authority provisionally determines closing operating fixed 

assets for the said year at Rs. 75,373 million duly taking into account the 

adjustment referred in above paras. 
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7. Operating Revenues 

7.1. Sales Volume 

7.1.1. The petitioner has projected 5% increase in number of consumers, from 2,439,348 

provided in RERR for FY 2011-12 to 2,571,329 during  the said year, as follows: 

Table 18:   Comparison of Projected Number of Consumers with Previous Years 
 

     

FY 2010-11 FY 2011-12 FY 2012-13
FRR RERR The Petition Rs %

Domestic 2,338,853      2,403,836      2,539,553      135,717    6                 
Commercial 24,998            30,935            27,340            (3,595)        (12)             
Industrial 4,042              4,577              4,436              (141)           (3)                

Total 2,367,893      2,439,348      2,571,329      131,981    5                 

Category
Growth over RERR

 
 
 

7.1.2. Sales volume for the said year has been projected lower by 2% at 371,183 MMBTU as 

against 380,697 MMBTU according to RERR for FY 2011-12. Category-wise 

comparison with previous years has been provided as under: 

Table 19: Comparison of Projected Sales Volume with Previous Years 

                       

FY 2010-11 FY 2011-12 FY 2012-13

FRR RERR The Petition %

Fertilizer 19,039               19,728                     24,818                     5,090              26                    

HCPC 6,765                7,301                       9,021                       1,720              24                    

DHA Desalination Plant 5,002                       5,943                       941                 19                    

Al-Tuwairqi Steel 11,433                     13,584                     2,151              19                    

Cement 792                   675                         792                         117                 17                    

Domestic 79,560               79,504                     86,004                     6,500              8                     

Naudero Rental Power 320                   4,033                       4,332                       299                 7                     

CNG Stations 27,345               29,370                     30,684                     1,314              4                     

General Industries 74,010               79,156                     77,416                     (1,740)             (2)                    

Commercial 9,533                10,544                     10,211                     (333)                (3)                    

Power 67,937               70,004                     61,574                     (8,430)             (12)                  

Captive Power 55,030               63,947                     46,804                     (17,143)           (27)                  
Total 340,331             380,697                   371,183                   (9,514)             (2)

Category
Inc. / (Dec.) over RERR

Volume in MMBTU

 
 
 

7.1.3. The petitioner has projected increase in gas supplies to fertilizer, Habibullah Coastal 

Power Company (HCPC) and DHA desalination plant based on higher supply 

allocations by GoP of 25 MMCFD, 70 MMCFD and 17.50 MMCFD, as compared to 20 
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MMCFD, 57 MMCFD and 14.54 MMCFD respectively in RERR FY 2011-12. The 

allocation for Al-Tuwairqi Steel has been projected at 40 MMCFD for the said year as 

against 22 MMCFD based on two months actualization in RERR FY 2011-12 owing to 

delay in starting the project. The supplies to cement sector has been projected 

equivalent to actual sales per FRR for FY 2010-11. 

7.1.4. In view of the estimated reduction in gas off-take from producers the increased 

demand of above sectors would be met through curtailment partly from power 

sector and balance from captive power consumers, thus resulting in overall 

reduction of 2% in gas sales volume over RERR for FY 2011-12. 

7.1.5. The Authority observes that the sales volume projected by the petitioner seems to be 

reasonable and, therefore, provisionally accepts the same for the said year. 

7.2. Sales Revenue at Existing Prescribed Prices 

7.2.1. The petitioner has projected sales revenue at existing prescribed prices to increase by 

5%, from Rs. 148,678 million in RERR for FY 2011-12 to Rs. 156,695 million for the 

said year. Category-wise comparison of sales revenue is given below: 

 Table 20: Comparison of Projected Sales Revenue with Previous Years  

               

FY 2010-11 FY 2011-12 FY 2012-13

FRR RERR The Petition %

Power 26,753               32,103                     29,608                     (2,495)             (8)                    

HCPC 2,249                2,914                       3,804                       890                 31                    

Cement 425                   435                         539                         104                 24                    

Fertilizer 1,916                4,118                       2,688                       (1,430)             (35)                  

CNG Stations 13,773               17,576                     19,607                     2,031              12                    

Captive Power 21,052               29,290                     22,706                     (6,584)             (22)                  

DHA Desalination Plant 0                       2,021                       2,506                       485                 24                    

Naudero Rental Power 126                   1,859                       2,083                       224                 12                    

Al-Tuwairqi Steel 3,321                       6,590                       3,269              98                    

General Industries 28,357               36,003                     37,557                     1,554              4                     

Commercial 4,487                5,839                       6,001                       162                 3                     

Domestic 11,264               13,201                     23,006                     9,806              74                    
Total 110,402             148,678                   156,695                   8,017              5

Rs. in Million

Category
Inc. / (Dec.) over RERR

 
 

7.2.2. The Authority observes that increase in sales revenue is mainly due to increase in 

category-wise consumer prices for natural gas and revision in gas supply allocations 



Determination of Estimated Revenue Requirement of SSGCL 
Financial Year 2012-13  
Under Section 8(1) of the OGRA Ordinance, 2002            

 37 

of various sectors as indicated in para 7.1.3 above.  

7.2.3. The Authority provisionally accepts the projected sales revenue at Rs. 156,695 

million for the said year. 

7.3. Other Operating Income 

i. Summary 

7.3.1. The petitioner has projected other operating income to increase by 25%, from Rs. 

5,089 million provided in RERR for FY 2011-12 to Rs. 6,379 million for the said year 

mainly on account of forecasted income from transportation of RLNG. Comparison 

with previous years is given below:  

Table 21: Comparison of Projected Operating Revenues with Previous Years  
                  

 FY 2010-11   FY 2011-12   FY 2012-13 

 FRR  REER  The Petition  Rs.  % 

Meter rentals 615                  620                  661                    41                   7               
Amortization of deferred credits 369                  389 401 12                   3               
Sale of gas condensate  (net of non operating income) 76                     178                  75                      (103)               (58)           
Late payment surcharge -                   -                   -                     -                 -           
Meter manufacturing profit -                   -                   -                     -                 -           
Recovery of condensate extraction cost -                 
Revenue from JJVL 2,029               2,923              2,127                (796)               (27)           
Royalty from JJVL -                   -                 -           
Gas transportation charges 6                       19                    19                      (0)                    -           
RLNG transportation income 2,178                2,178             100          
Other income 1,059               959                  917                    (42)                 (4)              
Net Operating Revenue 4,154               5,089              6,379                1,290             25             

 Inc./(Dec.) over RERR 
 Particulars 

Rs. in million

 
 

ii. Meter Manufacturing Profit (MMP), Late Payment Surcharge (LPS), Royalty from 

Jamshoro Joint Venture Ltd.( JJVL) and Sale of Gas Condensate 

7.3.2. The petitioner has once again treated MMP (Rs. 167 million), LPS (Rs. 1,393 million), 

Royalty from JJVL (Rs. 1,784 million) and income from sale of gas condensate (Rs. 

202 million), as non-operating incomes for the said year.  

7.3.3. The petitioner has submitted that in line with the Authority’s principal decision on 

FRR for FY 2009-10 and subsequent stay orders granted by Sindh High Court (SHC) 

in respect of FY 2010-11 and FY 2011-12 regarding MMP, LPS, royalty from JJVL and 

sale of gas condensate are treated as non-operating income in the said petition.  

7.3.4. The Authority in its decision of FRR for FY 2009-10, keeping in view the 
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circumstances and financial condition of the petitioner prevalent at that particular 

time period, had allowed a one time treatment of the said revenue heads as non-

operating while giving financial relief to the petitioner. 

7.3.5. The Authority in its later determinations of RERR for FY 2010-11 and  

DERR FY 2011-12 had treated the same revenue heads as operating as per previous 

decisions. The petitioner, however, challenged the Authority’s said decisions in SHC 

by praying that it may be allowed the same treatment as granted by the Authority in 

FRR for FY 2009-10. The SHC granted interim stay to the petitioner in RERR for FY 

2010-11 as well as in DERR for FY 2011-12, and ordered the Authority to extend the 

same treatment on these revenue heads to the petitioner, as provided in FRR for  

FY 2009-10. 

7.3.6. The Authority, while determining the revenue requirements, has always efficiently 

kept a balance among divergent interests of various stakeholders, and had, therefore, 

keeping in view the dire consequences of the petitioner, granted one time relief in FY 

2009-10. This relief did not result in any price hike either for consumers. It is matter 

of utter grief that the said decision of OGRA, taken in the overall best national 

interest, is being used as a tool by the petitioner for seeking similar relief then 

onwards. The Authority observes with great concern that billions of rupees allowed 

to the petitioner based on the interim stay granted by the SHC, could have otherwise 

benefited the consumers at large through lesser price hikes and economic stability. 

7.3.7. Notwithstanding the above, the Authority is of the strong and consistent view that 

the treatment of above discussed income heads should be decided as part of the 

study for development of new tariff regime. It is a universally accepted prudent 

practice that tariff regime is enforced in totality where the basic concepts of 

treatment of various revenue and expenditure items do not change in isolation. The 

Authority observes that recognition of above mentioned income heads as non-

operating in the existing tariff regime tantamount to implementation of new tariff 

regime in bits & pieces, which is illogical & uncalled for. 

7.3.8. The Authority, in view of the above discussion and decision recorded at para 5.6 

above, decides to treat MMP , LPS, sale of gas condensate and royalty from JJVL as 

operating incomes for the said year. 
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7.3.9. It is worth mentioning that the petitioner has calculated the royalty from JJVL at Rs. 

1,784 million based on the LPG base stock price at Rs. 68,621 /metric ton for the 

month of October, 2011. The US $ exchange rate has been assumed at Rs. 91.50 as 

against Rs. 92.50 for WACOG computations per revised petition. 

7.3.10. The Authority, in view of the latest trends recalculates royalty from JJVL and  

determines the same at Rs. 2,108 million based on the average LPG base stock price 

at Rs. 77,252 /metric ton for the period July, 2011 to March 2012 and assuming US $ 

exchange rate of Rs. 92.50. 

7.3.11. The Authority, in view of the above, provisionally determines MMP at Rs. 167 

million, LPS at Rs. 1,393 million, sale of gas condensate at Rs. 202 million and 

royalty from JJVL at Rs. 2,108 million as operating incomes for the said year.  

iii. RLNG Transportation Income 

7.3.12. In view of the increasing energy shortages and to curtail the widening supply 

demand gap, GoP in FY 2010-11 invited interested parties / foreign investors to 

build LNG infrastructure, import LNG and supply RLNG to consumers using the 

pipeline networks of gas utilities in pursuance of SRO 1290/2005 and provisions of 

section 6(2)(j) of OGRA Ordinance 2002. 

7.3.13. Accordingly, the Authority has issued provisional licenses to three project 

proponents and pipeline capacities of the two gas utilities have been allocated to 

bring 1,400 MMCFD RLNG into the country in phases. It has been envisaged that 

first phase of 500 MMCFD would materialize by second quarter of 2012 and second 

phase of 500 MMCFD by fourth quarter of 2012. 

7.3.14. The Authority is of the view that according to the initial forecasts, the first phase of 

RLNG would have been completed by June, 2012, but no progress has been made in 

this regard till May, 2012. Also, in view of the discussion at para 6.5.4 & 6.5.5 above 

the Authority observes that prudent course is to consider the RLNG transportation 

income on materialization of the said project. 

7.3.15. In view of the above fact the Authority pends the RLNG transportation income 

worth Rs. 2,178 million for the said year. 

iv. Other Income 
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7.3.16. The petitioner has projected a reduction in other income, from Rs. 959 million 

provided in RERR FY 2011-12 to Rs. 917 million during the said year. Comparison 

with previous years is given below: 

 Table 22: Comparison of Projected Other Operating Income with Previous Years 
               

FY 2010-11 FY 2011-12     FY 2012-13      

FRR RERR The Petition %
Recoveries from consumers 45                        34                      33                            (1)               (2)               
Profit on disposal of fixed assets -                       8                        -                          (8)               (100)           
Liquidated damages recovered 6                          10                      10                            -             -                  
Income from sale of net investment in finance lease 193                      185                    173                          (12)             (7)               
Income from sale of tender documents 2                          1                        1                              -             -                  
Notional income on IAS 19 provision 179                      210                    (210)           (100)           
Income from new service connections 610                     487                   675                         187             38              
Advertising Income 6                          9                        9                              -             -                  
Others 18                        15                      17                            1                 8                 
Total Other Income 1,059                  959                   917                         (42)             (4)               

Inc. / (Dec.) over 
RERRParticulars

Rs. in million

 
 

 
a) Income from New Service Connections 
 

7.3.17. The petitioner has projected 38% increase in “Income from New Service 

Connections”. According to the petitioner, domestic and commercial consumers 

have been projected to increase by 24% and 60% respectively over RERR FY 2011-12 

based on the number of connections provided since RERR FY 2011-12.   

7.3.18. In view of above justification, the Authority provisionally determines the said 

income at Rs. 675 million for the said year. 

 

b) Notional Interest Income on IAS-19 

7.3.19. The Authority notes that the petitioner has not included “Interest Income on IAS-19” 

as part of other income based on the argument that treatment of the said head is still 

undecided. It is reminded that the Authority, which is legally empowered competent 

body to determine the revenue requirements, in its various determinations has in 

principle decided the treatment of notional income on IAS -19 provisions as 

operating. The argument of the petitioner is therefore baseless and does not reflect 

true facts of the matter. 

7.3.20. In view of above, the Authority provisionally adds the petitioner’s estimated 
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amount of Rs. 245 million on account of notional income on IAS-19 as part of 

revenue requirement for the said year.  

7.3.21. The Authority observes that the remaining items under the head “other income” 

amounting to Rs. 243 million have been reasonably projected and therefore 

provisionally allows the same for the said year. 

7.3.22. In view of the discussion in paras 7.3.2 to 7.3.21 above, the Authority provisionally 

determines other operating income for the said year at Rs. 8,239 million as against 

Rs. 6,379 million claimed by the petitioner, as detailed below. 

Table 23: Summary of Other Operating Income Determined by the Authority 

S.N
o Particulars

Claimed by 
the 

Petitioner

Determined 
by the 

Authority
1   Meter rentals 661               661                 
2   Late payment surcharge -                1,393              
3   Meter manufacturing profit -                167                 
4   Amortization of deferred credit 401               401                 
5   Sale of gas condensate(net of non operating income) 75                  202                 
6   Gas transportation charges 19                  19                    
7   RLNG transportation income 2,178            -
8   Revenue from JJVL 2,127            2,127              
9 Income from JJVL -                2,108              

10 Other operating income 
              Notional Income on IAS 19 -                245                 

               Income from new service connections 675               675                 
              Remaining items of other operating income 243               243                 
Total Operating Revenues 6,379       8,239         

Rs. In million

 

 

8. Air-Mix LPG Projects 

8.1.1. The petitioner has claimed subsidy of Rs. 248 million on account of its Air-mix LPG 

projects as against Rs. 197 million provisionally allowed in RERR FY 2011-12. The 

breakup of subsidy for the said year is as under: 
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Table 24:  Calculation of Subsidy for Air Mix LPG Project 
Rs. in Million

DESCRIPTION The Petition

Gross Sales 17                            

GST 2                              

Sales net of GST 14                            

Cost of Gas 108                          

Gross Profit (94)                           

Operating Cost 44                            

Depreciation 110                          

Meter Rent (1)                             

Late Payment Surcharge (1)                             

Amortisation of deferred credit (65)                           

Total Operating Cost 87                            

Shortfall in Revenue (181)                        

Revenue Requirement

Annual Natural Gas Sales Volume-mmb 371,182                  

Shortfall-LPG Normal Operations 181                          

17% Return on Assets 64                            

WPPF 3                              

Total Shortfall 248                          

Price Increase per MMBTU 0.67                          
 

8.1.2. The petitioner, while providing the current status of air-mix LPG projects, has 

submitted that only three projects i.e. Gwadar, Noskhi & Kot Ghulam Mohammad 

are operational while Surab’s inauguration is awaited and provisional permission 

from the Authority has also not been obtained. The other two projects namely, Digri 

& Qilla Saifullah have also been projected earlier in DERR FY 2011-12, but no 

progress has yet been made in this regard. 

8.1.3. The petitioner has once again claimed a revised cost of Rs. 395 million and Rs. 435 

million for air-mix LPG plants at Digri & Qilla Saifullah respectively, in addition to 

the on-going projects of Gwadar, Surab, Noskhi & Kot Ghulam Mohammad, during 

the said year. 

8.1.4. The Authority notes with serious reservations, the progress on already initiated 

projects and observe that despite getting subsidy on account of Surab & Qila 
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Saifullah air-mix LPG project for last few years, the petitioner has not been able to 

make the project operational. The Authority therefore directs the petitioner to 

submit a detailed report in the matter within one month of issuance of this Order. 

8.1.5. Notwithstanding the above, the Authority has already registered its observations on 

inclusion of LPG Air-mix, LNG and CNG based independent stand alone cost 

oriented capital intensive projects in the revenue requirement mechanism. The 

Authority fully appreciates the initiatives of the GoP to abridge the energy gap, 

however, it is of the consistent and considered view that all such projects should be 

carried out independently and based on full cost recovery mechanism rather than 

offering subsidy through burdening the existing natural gas consumers. 

8.1.6. The Authority observes that ECC vide its case no. ECC-201/16/2007 dated 

December 27, 2007 had issued a policy guidelines in respect of Air-Mix LPG, CNG or 

LNG based pipeline distribution projects undertaken by the petitioner and SNGPL. 

According to the said ECC decision the supply of piped LPG air-mix, LNG or CNG 

to retail consumers shall be made on specific directions of President, Prime Minister 

(PM), Cabinet or ECC of the Cabinet. Also, retail tariff applicable to these projects 

shall be same as that of natural gas being supplied through SSGCL & SNGPL. It was 

further decided that all expenditure incurred on installing, maintaining and 

operating these projects including cost of gas shall be included as permissible 

expenditure in the revenue requirements of respective gas companies. SSGCL & 

SNGPL have also been entitled to a rate of return equal to the rate of return 

applicable for gas operations. 

8.1.7. Recently, MP&NR had proposed amendment in the above referred policy guidelines 

and suggested that the utilities shall be able to initiate projects relating to LPG, CNG 

and LNG after approval of their board of directors. Also cost of LPG air-mix shall be 

included in uniform cost of gas formula in order to compute WACOG. 

8.1.8. The Authority is of the consistent view that approval for all said projects should be 

obtained from President, PM, Cabinet or ECC of the Cabinet since these are capital 

intensive very expensive projects, having input, operating and capital costs far 

greater than in case of natural gas. Also, subsidy is the subject of FG; therefore, any 

project requiring subsidy should be approved by it or any relevant competent forum. 
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8.1.9. The matter was discussed in the ECC meeting held on April 12, 2012 wherein the 

view point of OGRA was also considered. In the said meeting the ECC has formed a 

Committee under the chairmanship of Minister for Petroleum & Natural Recourses, 

comprising Secretary MP&NR, Secretary Finance, Secretary Economic Affairs 

Division and Deputy Chairman Planning Commission to review the matter in detail 

and submit a comprehensive report, which will again be considered by the ECC. 

8.1.10. The Authority notes that the approval from the PM Secretariat in respect of Digri is 

still awaited. Keeping in view the pending approval from PM, the Authority decides 

to defer Rs. 395 million on account of Digri till such time the approval is received. 

The Authority, therefore, decides to disallow the operating expenditure on this 

account from the calculation of subsidy for the said year subject to review at the 

time of RERR for the said year. 

8.1.11. The Authority further notes that the petitioner has not yet initiated the air-mix LPG 

project of Qila Saifullah. The Authority, keeping in view the status of the project, 

decides to pend the inclusion of subsidy on this account subject to the review at the 

time of RERR for the said year.  

8.1.12. The Authority accepts the projections made by the petitioner in respect of Gwadar, 

Noshki & Kot Ghulam Mohammad. However, in case of Surab, keeping in view the 

delayed status of the project, the Authority disallows the operating expenditure on 

this account. 

8.1.13. In view of above, the subsidy is provisionally determined at Rs. 179 million for the 

said year.  

9. Operating Expenses 

9.1. Cost of Gas 

9.1.1. The petitioner has projected cost of gas for the said year to increase from Rs. 129,773 

million provided in RERR for FY 2011-12 to Rs. 134,887 million, based on its 

projections of international prices of crude and HSFO. Comparative analysis of 

projected cost of gas with previous years is given below: 
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Table 25:   Comparison of Cost of Gas with Previous Years 
 

BBTU Rs. in million BBTU Rs. in million BBTU Rs. in million

379,515       102,993               420,043        129,773               410,375        134,887               

FRR FY 2010-11 RERR FY 2011-12 The Petition

 
 

 

9.1.2. The well-head gas prices on the basis of which cost of gas is determined are indexed 

to the international prices of crude or HSFO per GPAs between the GoP and the 

producers and are notified semi-annually, effective on 1st July and 1st January. The 

international average prices of crude and HSFO during the immediately preceding 

period of December to May are used as the basis for calculating the estimated well-

head gas prices for the period July to December, and similarly oil prices during the 

immediately preceding period of June to November are used to calculate the 

projected well-head gas prices for the period January to June. 

9.1.3. The petitioner computed WACOG at Rs. 328.69 / MMBTU for the said year projecting 

international prices of HSFO &  crude and PKR / US $  exchange rate as under: 

Table 26:   Estimates for Determination of WACOG per the Petition 
Applicable for 
wellhead gas  
price for the 

period

Average FOB 
Oil prices for 

the period

Average FOB 
price of Crude Oil 

(US $ per BBL)

Average FOB 
price of  HSFO 
(US $/ M.Ton)

Exchange 
Rate 

(Rs /US $)

Jul 12 to Dec 12
December 11 
to May 12 119.02 729.94 92

Jan  13 to Jun 13
June 12 to 
November 12 128.11 767.9 93  

9.1.4. The Authority has reworked the WACOG for the said year at Rs. 322.37 per MMBTU 

based on latest trend observed in the average prices of HSFO and Crude. Wellhead 

gas prices effective July to December, 2012 have been reworked on the basis of actual 

average prices of HSFO and Crude during the period December, 2011 to May 07, 2012, 

which comes to US $ 699.15 per metric ton and US $ 116.43 per barrel respectively. 

The same prices have been adopted for computation of wellhead gas prices for the 

period January to June, 2013. 

9.1.5. Bases on above, the Authority provisionally determines cost of gas at Rs. 132,305 

million for the said year. The petitioner is, however, directed to submit a review 

petition to the Authority latest by October 15, 2012 for review of its estimated 

revenue requirements as required under Section 8(2) of the Ordinance, keeping in view 
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the actual and anticipated changes in international prices of crude and HSFO during 

the period May to November, 2012 and the trend of Rupee – Dollar exchange rate. 

9.2. Unaccounted for Gas (UFG)  

9.2.1. The petitioner has projected UFG for the said year at 7% ( 30,047 MMCF), as follows: 

Table 27:  Comparison of UFG with Previous Year 
 

FY 2011-12 FY 2012-13
RERR The Petition

Gas Purchases 441,214              428,664              

Gas Sales 405,629              394,091              

35,586                34,574                
Less: Disallowed UFG 4,527                   
UFG 35,586                30,047                
UFG (%age of purchases) 8.07% 7.00%

Volumes in MMCF

Particulars

 
 

9.2.2. The petitioner has submitted that the Authority, at the time of FRR for FY 2009-10, 

had allowed UFG at 7% with its intention to undertake a comprehensive impact 

assessment study of the UFG benchmarks introduced by it. The Authority further 

decided to change UFG benchmark on the completion of the said study. Later on, the 

honorable SHC granted stay on the petitioner’s request against OGRA’s 

determination for FY 2010-11 and FY 2011-12 in line with Authority’s decision at the 

time of FRR for FY 2009-10. The honorable Court further decided that the final 

decision be made, once the impact assessment study report would be provided to 

that august forum. The Authority, pursuant to SHC’s decision, allowed UFG at 7% in 

FRR for FY 2010-11 and RERR for FY 2011-12.  

9.2.3. The petitioner has envisaged UFG at 8.5% and 8% in FY 2011-12 and FY 2012-13 

respectively keeping in view the ground realities and prevailing circumstances. The 

petitioner has, however, informed that UFG projected for the said year is without 

considering the impact of transported RLNG volumes for third parties under the 

TPA regime. The petitioner has elaborated that additional gas would be required to 

deliver the requisite energy to be delivered at the entry point to SNGPL. This 

commingling of higher BTU gas into Company’s system and its transportation to the 

RLNG buyers on behalf of third parties would substantially increase its UFG.  
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9.2.4. The petitioner has therefore, requested to consider the implications of RLNG 

transportation under the TPA regime while reviewing and finalizing UFG targets for 

the said year. 

9.2.5. In view of the facts narrated above, the petitioner has requested to allow UFG at 7% 

for the said year. 

9.2.6. The Authority observes that legal counsel of the petitioner, in its submissions, has 

demanded UFG at 7.5% as against 7% claimed by the petitioner for the said year. The 

Authority notes this position and reiterates that two UFG levels being claimed reflect 

that the demand is groundless, illogical and without any supporting data or analysis.  

The petitioner is only putting in every effort to get a higher UFG allowance 

percentage, without doing any homework to substantiate its claim. 

9.2.7. The Authority under provisions of section 6 (2) (g) of the Ordinance, rule(1)(m) and 

17(1)(c) of the NGT Rules, licence condition no. 21.2 and 21.3 and in pursuance of 

National Security Council (NSC) decision dated 11-10-2000 fixes the UFG 

benchmarks for the gas utilities. The first UFG Benchmarks were fixed by the 

Authority in FY 2002-03 upto FY 2011-12.  

9.2.8. The Authority has considered the submissions of the petitioner and its learned legal 

counsel and records the following observations in respect of relaxation of UFG 

benchmark:- 

(a) Underground leakage rectification and replacement of corroded lines is the 

responsibility of the petitioner which can be controlled through proper monitoring 

and swift response in case of rectification of identified leakages, for which the 

Authority had always allowed considerable amounts on account of Repair and 

Maintenance etc, being the matter of foremost importance. The Authority is of the 

firm view that rectifying gas leakages is the core responsibility of the petitioner, to 

which any negligence is not entertainable, as gas leakages are clearly a controllable 

factor. Hence no leeway can be given on this account; particularly taking into 

account the very fact that majority of the pipeline network has been laid down 

during last 15 years. The stance of the petitioner in respect of aging of network is 

therefore not entertainable. The Authority further observes that quality of 
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workmanship w.r.t installation of domestic meters and leakage rectification is an 

obligation of the petitioner as defined in its licence. 

(b) Theft of gas has contributed towards increase of UFG, but the same shall have 

been curtailed after the promulgation of Criminal Amendment Act 2011. The 

petitioner had assured the FG, OGRA and the respective Parliamentary 

Committees that this amendment will lead to reduction in gas theft upto 75%, 

which is simply not evident. 

(c) Accurate billing and measurement is to be monitored by the petitioner at all 

times being its core responsibility including application of appropriate pressure 

and temperature factors.  

(d) Shift of gas load from bulk sales to retail sale claimed by the company in its 

petition is not justified since allowance for leakages, theft of gas and measurement 

errors in the overall system of the company has already been allowed in the 

allowable percentage of UFG.  

(e) After extensive consultation with the gas companies on the introduction of UFG 

targets, in its determinations of revenue requirement of gas companies for FY 2005-

06, the Authority had directed the gas companies to reduce the UFG progressively 

to less than 4.5% by the end of FY 2011-12. It was expected that both the utilities 

would take all necessary measures to reduce the UFG e.g. controlling theft, 

leakages and other related factors. However, the record shows that the companies 

did not attach due priority to this important aspect of their work. 

(f) According to a recent report of World Bank, UFG in Organization of Economic 

Cooperation and Development (OECD) countries is typically 1-2 percent. Every 

percent gas loss amounts to a loss of Rs. 1.75 billion for the gas utility. UFG is a 

major contributor to the gas availability crises in the country. The petitioner in its 

presentation during the public hearing had shown the high UFG percentage in  

few companies of USA, New Zealand and Australia on account of leakages, 

measurement error etc. which is not the case. 
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(g) August Supreme Court of Pakistan has also criticized the prevailing high UFG 

percentage. 

(h) The consumers/interveners opposed the benchmark of 7% suggested by the 

company and proposed that the benchmark for FY 2012-12 should not be more 

than 4.5%. 

(i) It is further highlighted that Titas Gas Transmission and Distribution Company 

Limited, Bangladesh had, however, initiated different action plans to reduce 

overall system losses/UFG. With the continuous efforts, intensive vigilance, 

setting up task force etc. by the Titas Gas Transmission and Distribution Company 

Limited, the system losses which were 7.06% in FY 2004-05 had been brought to 

0.8% during FY 2008-09 and the actual results for FY 2010-11 are in fact showing 

gain in the system. 

(j) The following actions / measures are required to be taken by gas companies  in 

addition to several others, to reduce UFG / losses:- 

 

• Monitoring of area wise gas input-output and thereby fixing of 

responsibilities and accountability for system losses. 

• Sealing, calibration and rectification / replacement of old domestic meters. 

• The premises of industrial and disconnected consumers be inspected by 

special teams. 

• The court cases be pursued vigorously. 

• Looming corruption in the operation of the petitioner must be eradicated at 

all costs. 

9.2.9. The petitioner has requested that UFG @ 7% be allowed for the said year, since UFG 

benchmarks earlier fixed by the Authority were till FY 2011-12. The Authority, while  

taking into account the view point of stakeholders, interveners,  the World Bank, FG  

and participants  has now determined the UFG benchmark at 4.5% for the said year, 

on the basis of  following four factors: 

i) Leakage is a controllable factor and it is running considerably higher than the 

acceptable levels. The company should decrease the same without further loss of 

time.  
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ii) Only small portion of theft is recovered by the gas company. The petitioner is 

required to expedite recovery of gas theft, keeping in view recently promulgated 

law. The same shall also act as deterrent for future theft. 

iii) Metering errors are controllable factors and should be reduced considerably.  

iv) ‘Other’ factors are also controllable and should be reduced considerably. 

 

9.2.10. Revised UFG computation on the basis of above and the adjustments discussed in 

para  9.3.89, is as under;  

Table 28: Unaccounted for Gas  
MMCF

The Petition 
FY 2012-13

Gas Purchases

Gas Purchases (Gross) 429,241          429,241            
Less: Gas Internally Consumed 577                 539                   

Total (A) 428,664          428,702            

Gas Sales

Gas Sales 391,602          391,602            
Add: Gas Consumed at LPG Plant 2,373              2,373                
          Gas Consumed at LHF for gas condensate 116                 116                   

Total (B) 394,091          394,091            
UFG Volume C = (A-B) 34,573            34,611              
UFG Projected  D=C/A x 100 8.07% 8.07%
Disallowed volumes E 4,527              15,319              
Allowable Gas Unaccounted for F=C-E 30,046            19,292              
Benchmark claimed at G=F/A x 100 7.00% 4.50%
Average Clorific Value (K) 0.948              0.948                
UFG Disallowed (J x K) (BBTU) 4,292              14,523              

WACOG Rs./MMBTU 328.69            322.37              
UFG Adjustment per target (Rs. in million) 1,411              4,682                

Computed by 
the Authority

Particulars

 
 

9.2.11. Based on the above computation, the Authority provisionally deducts Rs. 4,682 

million from the revenue requirement of the petitioner for the said year.  

9.3. Transmission and Distribution Cost 

i. Summary 

9.3.1. The petitioner has projected increase in transmission and distribution cost (including 

gas internally consumed) from Rs. 8,245 million provided in RERR for FY 2011-12 to  
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Rs. 11,426 million for the said year, as detailed below:- 

  Table 29: Comparison of Projected T&D Cost with the Previous Years 
Rs in Million

Particulars
FY 2010-11 

FRR
FY 2011-12 

RERR

FY 2012-13 
The 

Petition
%

 Salaries, wages, and benefits at 6,359           6,124          8,128           2,004        33           
Gas consumed internally 137              162             188              26             16           
Loss due sabotage activity 73                -                  -                  -                
Gas blown off flood effected areas 216              -                  -                  -                
Other T&D Cost
Stores, spares and supplies consumed 587              652             811              159           24           
Material used on consumers installation 70                109             75                (34)            (31)         
Electricity 118              144             183              39             27           
Rent, rate & taxes 65                129             115              (14)            (11)         
Traveling 87                100             129              28             28           
Insurance 82                93               93                0               0             
Postage & revenue stamps 70                80               76                (4)              (5)           
Repairs & maintenance 889              797             1,675           878           110         
Legal charges 49                30               40                10             34           
Professional charges 27                40               35                (5)              (12)         
License & Tariff Petition Fee to OGRA 80                94               112              18             19           
Meter reading by contractors 39                53               75                22             42           
Collecting agent commission 2                  1                 3                  2               200         
Security expenses 217              246             275              29             12           
Gas bills collection charges 151              159             177              18             11           
Gas bills stubs processing charges 14                17               23                6               34           
Provision for doubtful debts 146              146             200              54             37           
Debts written off (bills of flood effectees) 85                -                
Advertisement 50                66               80                14             21           
Others 95                94               225              131           140         
Sub-total other T&D cost 2,922           3,050          4,402           1,351        44           
GROSS T&D COST 9,707           9,336          12,718         3,382        36           
Less: Recoveries / Allocations 1,344           1,339          1,560           222           17           

 Net Transmission & Distribution Cost 8,363           7,998          11,158         3,160        40           
Add: Project Cost -                
SSGCL Share in ISGSL expenses 74                199             228              29             15           
Revenue expenditure relating to LNG 12                49               40                (8)              (17)         
Sub-total project cost 85                248             268              21             8             

 Net Transmission & Distribution Cost 8,449           8,245          11,426         3,181        39           

Variance Inc./(Dec.)   
over                

RERR  

 
 

9.3.2. Various components of operating cost are discussed in the following paras: 

ii. Human Resource (HR) Cost 

9.3.3. The petitioner has projected the HR benchmark cost to increase from Rs. 6,124 

million provided in RERR FY 2011-12 to Rs. 8,128 million for the said year, showing 

an increase of 33%.  

9.3.4. The petitioner has submitted that the Authority, at the time of DERR for FY 2011-12, 

had admitted that current HR Benchmark formula has now become irrelevant, and 
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therefore, requires review in cost drivers / factors (sales volume, customers, T & D 

network). 

9.3.5. The petitioner stated that OGRA is working on revision of the benchmark on which 

detailed deliberations would be needed. The Authority, at the time of RERR for FY 

2011-12, allowed HR Cost of Rs. 6,124 million on provisional basis (taking HR 

benchmark cost per FRR 2010-11 at Rs. 4,123 million plus provision for IAS 19 and 

TAs for FY 2011-12 at Rs. 2,001 million). The petitioner has asserted that effectively 

no increase in HR benchmark cost has been allowed for FY 2011-12 leaving a 

shortfall of Rs.1.3 billion.  

9.3.6. The petitioner is of the view that since the Authority is considering revision HR 

benchmark, there is no valid basis available to workout the benchmark cost in the 

instant petition. 

9.3.7. In view of  above, the petitioner has provisionally claimed HR cost at Rs. 8,128 

million (i.e. HR cost Rs. 5,805 million + IAS-19 Provision & TAs impact Rs. 2,323 

million) for the said year. The petitioner has further requested to finalize the revised 

HR benchmark formula that could meet its expenditure requirement on this account. 

Any revision in the HR cost based on new formula may be applied subsequently and 

adjusted in the revenue requirement petition. 

9.3.8. The Authority observes that the HR cost benchmark, for both the gas utilities, was 

introduced in FY 2005-06 with a view to protect the interest of consumers by 

minimizing this cost up to acceptable limit and to induce the petitioner to strive for 

cost optimization by eliminating anomalies existing in different cadres, re-

adjustment of sub-components and shedding of excess fat wherever present in the 

system. Accordingly, the benchmark applicable from FY 2008-09 to FY 2010-11 

(existing benchmark) was set to cover both the dimensions of HR cost increase i.e.; 

increase in cost due to inflation/dearness and increase owing to extension in 

operating activities/parameters. The indexation mechanism to operating factors was 

rationalized to provide adequate funding to offset the legitimate increase in HR cost 

on annual basis. 

9.3.9. The detailed review of actual HR expenditure, under the umbrella of the benchmark, 

has hinted towards certain imbalances in the petitioner’s policies to apportion the 



Determination of Estimated Revenue Requirement of SSGCL 
Financial Year 2012-13  
Under Section 8(1) of the OGRA Ordinance, 2002            

 53 

HR cost. In the initial years, a significant cushion of funding and a margin of savings 

were available to the petitioner to create a balance among the salaries of staff and 

executives and allow a reasonable increase in their salaries uniformly. The petitioner, 

however, lavished out major portion of HR benchmark towards increase in the 

payroll of executive cadre and kept CBA demand pending. Resultantly, in the third 

year under review, the petitioner was unable to negotiate with the CBA and accept 

even their legitimate demand. This has created massive frustration and sense of 

deprivation among workers which may likely emerge labor strike/wide protest 

against management while some staff representatives approached OGRA as last 

resort to their burning issue. 

9.3.10. The Authority, in order to reduce the misery of sub-ordinate staff had already given 

an additional Rs. 233 million relief in FY 2010-11 even though it is of the firm view 

that the shortfall emerged out owing to management unethical practices to jack up 

their own salaries at a sky rocketing pace, along-with a large number of new 

appointments without any logical need or rationale. The Authority, therefore feels 

that executive cadre salaries shall be rationalized in order to meet the shortfall 

pertaining to CBA and no other allowance on this account can be entertained by it.   

9.3.11. The Authority also observes with grave concern that petitioner’s efficiency indicators 

particularly UFG, recovery from defaulters, customer services etc; are continuously 

tumbling despite addition of a significant flock of reinstated employees, cost of 

which is borne by consumers. This slackness clearly spells out that petitioner has 

failed to effectively utilize and mobilize its workforce which in turn has created idle 

capacity and de-motivation among employees resulting in adverse impact on HR 

cost parameters, contrarily, the petitioner is continuously claiming whooping 

increase in HR cost benchmark. 

9.3.12. The Authority, keeping in view the wide gap between demand, performance and 

actual spending pattern on this account, observes that major rationalization of this 

huge cost element is essentially required to ascertain an optimum level where a link 

could be directly established between efficiency and effective utilization while 

protecting the legitimate rights of the workforce. The Authority, therefore, has 

decided to conduct HR cost benchmark study by the experts mainly in public 

interest to get performance based HR benchmark. Accordingly, the process has been 
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initiated. 

9.3.13. The Authority, therefore, decides that the benchmark cost for the said year will be 

fixed after conducting a comprehensive and elaborate study in the matter. However, 

till the final outcome of the study, an increase of 10.80% is provisionally allowed 

over RERR for FY 2011-12. Final adjustment under this head will be made upon 

implementation of new benchmark under process.  

9.3.14.  The Authority further directs the petitioner to assign priority to sub-ordinate issues 

and the salaries of the executives should not be boosted until the subordinate 

legitimate demands are duly met. 

9.3.15. In view of above, the Authority provisionally determines the HR Cost at Rs. 6,785 

million for the said year. 

9.3.16. The petitioner is directed to provide, at the time of final revenue requirement, an 

unconditional (without “exception”,  “subject to” provisions), certificate by its 

statutory auditors to the effect that HR cost used for comparison with HR 

benchmark includes all regular, contractual and casual staff / labour. 

iii. Stores, Spares & Supplies Consumed 

9.3.17. The petitioner has projected stores, spares and supplies consumed at Rs. 811 million 

for the said year as against Rs. 652 million provided in RERR for FY 2011-12 showing 

an increase of 24%, as shown below: 

 Table 30: Comparison of Stores, spares & supplies consumed with the Previous Years 
 

Rs. in Million

Particulars
FY 2010-11 

FRR
FY 2011-12 

RERR

FY 2012-13 
The 

Petition
%

 Transmission & Compression and Others               135              145               181               35 24         
 Distribution               369              424               527             103 24         
 Head Office                 78                73                90               18 24         
 Freight & handling                   5                10                13                 2 24         

Total                587               652               811             159 24           

Variance Inc./(Dec.)   
over                

RERR  

 
 

9.3.18. The petitioner has attributed the increase mainly to UFG curtailment activities under 

NGEP (i.e. Rs. 85 million has been projected on account of UFG related activities). 

The petitioner has further asserted that prices of petroleum and chemical products 

are increasing besides general inflation, thereby affecting overall cost estimates 
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under the above head. The petitioner has further submitted that increased routine 

repair and maintenance activities, including coating and wrapping of transmission 

and distribution network, has been envisaged during said year. 

9.3.19. The Authority notes that justifications advanced by petitioner are very general and 

mere repetition of its previous stance in this respect, which does not substantiate the 

demanded increase. Actual spending during first six months of FY 2011-12 has 

remained at Rs. 250 million only. The Authority, however, appreciates the 

petitioner’s efforts for curbing UFG menace. The Authority also accepts petitioner’s 

contention that projections of Rs. 85 million relating to UFG curtailment activities 

will affect the overall cost estimates. The Authority seriously notes that the 

Company’s UFG, despite all these efforts, has now gone beyond 11% in FY 2011-12, 

which negate all claims. The Authority is firmly of the view that petitioner’s ever 

increasing UFG, at the cost of consumers, cannot be passed to the consumers. Law 

and order situation has always been asserted as a scapegoat however no aggressive 

efforts in even peaceful areas could be witnessed in order to establish that the 

petitioner is endeavoring to reduce the controllable UFG component. The Authority, 

therefore, directs the petitioner to show material and measurable performance in 

respect of reduction in UFG rather than presenting and arguing its paper plans. 

These line losses are severely hurting energy sector not only in terms of tariff but 

also the wide demand / supply gap. 

9.3.20. The Authority, keeping in view the insufficient justification provided by petitioner 

fixes stores, spares & supplies consumed at the level of RERR for FY 2011-12 for the 

said year. The Authority, however, keeping in view the national importance of 

NGEP, allows Rs. 85 million subject to the conditions narrated in para 6.7.5 above. 

The Authority further directs the petitioner to submit a quarterly report, on an on-

going basis, encompassing UFG curtailment related activities vis-à-vis measurable 

benefits derived therefrom.  

9.3.21. In view of the above, the Authority provisionally determines the stores, spares and 

supplies consumed at Rs. 737 million for the said year. 

iv. Electricity 

9.3.22. The petitioner has projected electricity expense at Rs. 183 million for the said year as 
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against Rs. 144 million provided in RERR for FY 2011-12, showing an increase of 

27%. 

9.3.23. The petitioner has explained that KESC and WAPDA have been constantly 

increasing electricity tariff in view of persistent rising trend of HSFO and gas prices. 

Such regular and continuous increase has also been envisaged in the next financial 

year.  

9.3.24. The Authority agrees with petitioner’s above contention regarding increase in 

electricity tariff. The Authority is also of the view that gas fields have been depleting 

rapidly and have not been replaced fast enough. This has led many power plants to 

start relying on oil rather than gas for power generation. This shift will in turn lead 

to continuous rise in prices of electricity.  

9.3.25. In view of the above, the Authority provisionally accepts the claimed estimated 

amount of Rs. 183 million on account of electricity expense for the said year. 

v. Traveling  

9.3.26. The petitioner has projected traveling for the said year at Rs. 129 million as against 

Rs. 100 million provided in RERR for FY 2011-12, showing an increase of 28%, as 

shown below:  

  
Table 31: Comparison of Traveling with the Previous Years 

Rs in Million

Particulars FY 2010-11  
FRR

FY 2011-12 
RERR

FY 2012-13  
The 

Petition
%

Local travelling
            Executives 32                      32                      47                      15                   47            
             Subordinates 4                        5                        7                        2                     41            
Foreign travelling 0                        3                        5                        3                     103          
Other travelling 51                      61                      70                      9                     14            

Total 87                      100                   129                   28                   28            

Variance Inc./(Dec.) 
over               

RERR  

 

9.3.27. The petitioner has submitted that cost of tickets pertaining to major means of travel 

(i.e. air, rail and road) have considerably increased owing to increase in fuel / oil 

prices. The petitioner has further elaborated that over 47% increase projected under 

the sub-head of “Local Training – Executive” is mainly due to continuous increase in 
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air fares announced by Pakistan International Airline (PIA). In October 2011, PIA has 

stopped giving flexible time air packages and finished the economy class while 

fixing the rates for each destination, resulting in massive increase in air fares.  

Increase in air fares on account of fuel adjustment charges, airport taxes and other 

such levies has surpassed the projections in this head and till now a rough increase 

of 25% to 35% has been announced in a non-sequential manner. The further price 

hike is foreseen in the ensuing months owing to weak financial position of PIA and 

economy on an overall basis.  

9.3.28. The petitioner has also submitted that 41% increase projected under the head of 

“Local Training – Sub-Ordinates” is mainly due to massive increase i.e. over 40% in a 

short period of six months, announced by Pakistan Railways (PR). It is also 

anticipated that PR will keep on increasing its fares in view of its bleak financial 

position.  

9.3.29. The petitioner has asserted that 103% increase projected under the sub-head of 

“Foreign Traveling” is mainly due to increased traveling of top management in 

connection with meetings relating to energy development / import strategies / 

scenarios. Moreover, Civil Aviation Authority has imposed airport tax on 

international traveling w.e.f January 15, 2012.    

9.3.30. The Authority, in view of the insufficient and non-convincing justification provided 

by the petitioner as well as serious economic downturn prevailing in the country  

provisionally fixes the foreign traveling at the level of RERR for FY 2011-12 i.e. Rs. 3 

million for the said year. The Authority further directs the petitioner to economize 

all avoidable expenditure in larger public interest.    

9.3.31. Accordingly, the Authority provisionally determines the traveling expense at Rs. 126 

million for said year. 

vi. Repair & Maintenance 

9.3.32. The petitioner has projected repair & maintenance at Rs. 1,675 million for the said 

year as against Rs. 797 million provided in RERR for FY 2011-12, increasing by 110%, 

as shown below: 
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 Table 32: Comparison of Repair & Maintenance Expense with the Previous Years 

Particulars FY 2010-11  
FRR

FY 2011-12 
RERR

FY 2012-13  
The 

Petition

%

Distribution 442                   381                   1,014                632             166          

Transmission 99                      95                      130                   35               37             

Compression 1                        3                        3                        0.3              10             
Other 347                   318                   529                   211             66             

Total 889                   797                   1,675                878             110          

Variance 
Inc./(Dec.)        

over              
RERR  

Rs. in Million

 

9.3.33. The petitioner has attributed this gigantic increase mainly to UFG reduction plan 

under NGEP, which aims to fight back the ever increasing trend of UFG. The 

petitioner has informed that out of total expenditure of Rs. 1,014 million projected 

under the head of “Distribution”, Rs. 742 million i.e. 44%, pertains to UFG 

curtailment activities. Under NGEP, the petitioner has urged to save 5,930 MMCF 

during said year.  

9.3.34. The Authority appreciates the petitioner’s initiative to undertake NGEP for 

controlling UFG menace. The Authority, however, observes that UFG, on the other 

side, has been continuously increasing, pointing towards lack of petitioner’s efforts / 

plans in this respect.  The Authority fully understands the importance of NGEP. 

However, spending huge amounts at the cost of consumers without deriving any 

fruitful results questions the petitioner’s ability to undertake such mega ventures.  

9.3.35. The Authority has already, in principle, approved NGEP. The Authority, however, 

notes that cost estimates relating to NGEP project, projected under the sub-head of 

distribution, are on higher side. The Authority, based on prudence and cost 

rationalization, decides to allow 80% of the projected amount including NGEP. 

9.3.36. In view of above, the Authority provisionally determines the sub-head of 

“Distribution” at Rs. 811 million for the said year. 

9.3.37. The Authority  in view of the insufficient justification provided by the petitioner in 

respect of “Transmission” provisionally fixes it at the level of RERR for FY 2011-12 

i.e. Rs. 95 million for the said year.       

9.3.38. The petitioner has further informed that Rs. 180 million under the sub-head “Others” 
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has been booked on account of Oracle License compliance thereby projecting 66% 

increase over RERR for FY 2011-12.   

9.3.39. The Authority notes that at the time of RERR for FY 2010-11, it had pended Rs. 30 

million on account of “Oracle License Compliance” claimed by petitioner subject to 

the provision of original tender documents and other details. The Authority, 

however, seriously notes that despite passing considerable time, the petitioner has 

entirely failed to submit the requisite documents in order to substantiate its claim. 

9.3.40. The Authority, in view of the petitioner’s failure to provide requisite information 

and after detailed scrutiny of the information, concludes that the petitioner’s stance 

/ justification on account of oracle license compliance is baseless. The non-

compliance of Oracle license terms and condition, despite having a large IT 

department with qualified international experts, arises many doubts. The Authority 

is, therefore, of the firm view that the said burden of company’s inefficiencies can 

not be passed on the consumers. 

9.3.41. In view of above, the Authority disallows the expenditure on account of “Oracle 

License Compliance” amounting to Rs. 180 million for the said year. Accordingly, 

the Authority provisionally fixes the sub-head of “others” at Rs. 349 million for the 

said year. 

9.3.42. In view of above, the Authority provisionally determines the repair & maintenance 

expense at Rs. 1,257 million for the said year.    

vii. Legal Charges 

9.3.43. The petitioner has projected legal charges for the said year at Rs. 40 million as 

against Rs. 30 million provided in RERR for FY 2011-12, showing an increase of 34%, 

as shown below: 

 Table 33: Comparison Legal Charges with the Previous Years 
Rs. in Million

Particulars FY 2010-11    
FRR

FY 2011-12 
RERR

FY 2012-13    
The Petition

%
Legal 49                  30                  40                  10                  34                  

Total 49                  30                  40                  10                  34                  

Variance Inc./(Dec.) over 
RERR  

 

9.3.44. The petitioner has submitted that main reason for increase in legal charges is the 

increase in fee by lawyers / law firms pursuing the cases including Suo Moto 
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references in apex courts due to un-expected rise / increase in gas tariff and load 

management.  

9.3.45. The petitioner has also informed that Rs. 20 million were paid for the writ petitions 

filed by it against OGRA in FY 2010-11 and the same amount has been projected on 

this account for the said year. The petitioner has, however, added that it does not 

foresee any prospective litigation against OGRA during the said year. 

9.3.46. The Authority observes that the petitioner has been excessively incurring huge 

expenditure under the head of legal charges. In last three years starting from FY 

2008-09, the petitioner had incurred Rs. 128 million on this account, out of which Rs. 

101 million had been allowed by the Authority. Interestingly Rs. 128 million includes 

payments to the tune of Rs. 24 million against OGRA’s decisions relating to revenue 

requirements. 

9.3.47. The Authority, keeping in view the excessive spending in the last three years, decides 

to restrict it at the level of RERR for FY 2011-12 i.e. Rs. 30 million for the said year, 

along-with specific direction to keep the expenditure upto the allowed limit. Also 

the petitioner shall endeavor to reach out of courts settlement with OGRA and 

other GoP bodies instead of passing on huge legal fee burden to the public at large. 

No additional expenditure beyond Rs. 30 million will be entertained by the 

Authority at the time of FRR for the said year.   

viii. Meter Reading By Contractors  

9.3.48. The petitioner has projected meter reading by contractors for the said year at Rs. 75 

million as against Rs. 53 million provided in RERR for FY 2011-12, showing an 

increase of 52%, as shown below: 

 Table 34: Comparison of Meter Reading By Contractors with the Previous Years 

Rs. in Million

Particulars FY 2010-11    
FRR

FY 2011-12 
RERR

FY 2012-13    
The Petition

%
Meter reading by contractors 39             53             75             22             42             

Variance Inc./(Dec.) over 
RERR  

 

9.3.49. The petitioner has attributed the increase mainly to revision of applicable rates in 

respect of meter reading by contractors. The petitioner has informed that rates have 

not been revised since FY 2005-06. Also, there is continuous increase in number of 
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customers. The petitioner has further pleaded that it is planning to incur Rs. 5 

million for conducting special surveys for nil / minimum / disconnected customers 

for the first time. 

9.3.50. The Authority observes that the petitioner, in the instant petition, has projected the 

average meter reading rate at Rs. 2.90 / meter in case of domestic and Rs. 8.76 / 

meter reading in case of commercial consumers. The petitioner, later on, informed 

that it has re-negotiated the meter reading by contractors effective from October, 

2011, applicable for a period of three years. The new average meter reading rates 

have been agreed at Rs. 2.43 / meter for domestic and at Rs. 6.65/ meter for 

commercial. 

9.3.51. Accordingly, the Authority, based on above revised rates, provisionally fixes the 

meter reading by contractors at Rs. 59 million for the said year. The Authority also 

provisionally allows Rs. 5 million claimed by the petitioner in respect of conducting 

special surveys for nil / minimum / disconnected customer for the said year.  

9.3.52. In view of above, the Authority provisionally determines the meter reading by 

contractors at Rs. 64 million for the said year. 

ix. Collecting Agent Commission 

9.3.53. The petitioner has projected Collecting Agents Commission for the said year at Rs. 3 

million as against Rs. 1 million provided in RERR for FY 2011-12, showing an 

increase of 200%, as shown below: 

         Table 35: Comparison of Collecting Agent Commission Charges with the Previous Years 
Rs. in Million

Particulars FY 2010-11    
FRR

FY 2011-12 
RERR

FY 2012-13    
The Petition

%
Collecting agent commission 2               1               3               2               200           

Variance Inc./(Dec.) over 
RERR  

 

9.3.54. The petitioner has stated that projected increase under the above head is mainly due 

to increasing trend of recovery for FY 2010-11. The petitioner has also informed that 

more cases have been handed over to the collecting agents in October, 2010, and, 

therefore, it is expected that recovery of dues shall be comparatively enhanced 

during the said year. 

9.3.55. The Authority appreciates that the petitioner has been making vigorous efforts for 

collection of its debts. The Authority, however, notes that the actual provision 
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against doubtful debts has already touched Rs. 156 million during July to December, 

2011 as against the Authority’s determined expenditure of Rs. 146 million for FY 

2011-12. This increased provision reflects that no fruitful results have yet been 

achieved by the petitioner despite spending higher amounts under the said head.  

9.3.56. The Authority, however, taking a lenient view and in order to provide opportunity 

to the petitioner to control ever increasing provision against doubtful debts, 

provisionally allows Rs. 3 million under the above head.  

x. Gas Bill Collection Charge 

9.3.57. The petitioner has projected gas bill collection charges at Rs. 177 million for the said 

year as against Rs. 159 million provided in RERR for FY 2011-12. 

9.3.58. The petitioner has attributed the increase to anticipated revision in gas bill collection 

charges from Rs. 8 to Rs. 9 per bill effective July, 2012 by the banks, in compliance of 

SHC decision dated May, 2006.  

9.3.59. The Authority observes that no increase / revision has yet been approved by State 

Bank of Pakistan, and the sister gas utility i.e. SNGPL has claimed the said expense 

at the existing rate. In view of above, the Authority keeps the collection charges at 

Rs. 8 per bill in line with the claim of its sister utility, and provisionally allows Rs.  

157 million on this account for the said year.     

xi. Gas Bills Stubs Processing Charges 

9.3.60. The petitioner has projected gas bills stubs processing charges at Rs. 23 million for 

the said year as against Rs. 17 million provided in RERR for FY 2011-12, increasing 

by 34%, as shown below: 

Table 36: Comparison of Gas Bills Stubs Processing Charges with the Previous Years 

Rupees

No. of Bills Rate Amount No. of Bills Rate Amount No. of Bills Rate Amount

14,233,784    0.96                13,661,809  17,640,219    0.97     17,059,824   14,079,760   1.62     22,812,819  

FRR FY 2010-11 RERR FY 2011-12 ERR FY 2012-13

 

9.3.61. The petitioner has attributed the increase mainly to expected increase in rates and 

customers. The petitioner submitted that it has been planning to negotiate the rates 

with the contractors during the said year.  

9.3.62. The Authority, after scrutiny of the information submitted by petitioner, observes 
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that the petitioner has negotiated average bill rate at Rs. 1.10 / bill for a period of 

three years in December, 2011 as against the current average rate projection of Rs. 

1.62/ bill.  

9.3.63. In view of above, the Authority provisionally fixes the said expenditure at Rs. 15 

million calculated at Rs. 1.10 / bill for the said year. 

xii. Advertisement 

9.3.64. The petitioner has projected advertisement expenses for the said year at Rs. 80 

million as against Rs. 66 million provided in RERR for FY 2011-12, showing an 

increase of 21%. 

9.3.65. The Authority notes that the petitioner has been incurring excessive expenditures for 

its media campaigns in respect of natural gas conservation, UFG combating, 

unauthorized use of gas fired generators, consumer education, recovery campaign, 

etc. These media campaigns were initiated by the petitioner in FY 2010-11. The 

Authority, after detailed examination of the instant petition, finds that the petitioner 

has incurred gigantic amount of Rs. 81 million in a very short time span of 1.5 years 

without achieving any desirable results. The petitioner has not yet been able to 

control the UFG volumes. Also, recovery of outstanding dues has not been upto the 

mark resulting in higher provision for doubtful debts. The Authority is of the firm 

view that the petitioner has not been able to carry out the media campaign for 

consumer education effectively thereby providing no tangible results.  

9.3.66. The Authority, keeping in view the excessive spending with no tangible results, 

restricts the advertisement expense at the level of RERR for FY 2011-12 i.e. Rs. 66 

million for the said year. The Authority further directs the petitioner to submit a 

comprehensive report, containing detail of media campaigns launched vis-à-vis the 

actual benefits derived therefrom in FY 2011-12, within one month of the issuance of 

this Order. The Authority also directs the petitioner to submit a half yearly progress 

report on an on-going basis regarding effective utilization of advertisement 

expenditure in respect of natural gas conservation, UFG combating, unauthorized 

use of gas fired generators, consumer education, recovery campaign, etc. 
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xiii. Provision for Doubtful Debts 

9.3.67. The petitioner has projected provision for doubtful debts for the said year at Rs. 200 

million as against Rs. 146 million provided in RERR FY 2011-12, showing an increase 

of 37%. 

9.3.68. The petitioner has attributed the increase mainly to capping of provision for 

doubtful debts at the level of FRR for FY 2006-07 i.e. Rs. 146 million, without 

considering other factors. These factors include continuous increase in consumer gas 

prices and number of customers, as well as reduced capacity to pay gas bills owing 

to lack of resources and current socio / economic situation in the country.  

9.3.69. The Authority notes that it has always allowed significant amounts projected / 

incurred under the heads of “collecting agent commission” and “legal expenses” as 

claimed by the petitioner. Also, significant funds have been provided to the 

petitioner as part of revenue requirement to carry out intensive media campaigns for 

recovery of outstanding dues. The Authority, however, gravely feels that despite its 

full support / cooperation to the petitioner, the Company has entirely failed to 

provide tangible results in this respect. The provision for doubtful debts has now 

touched at Rs. 156 million during July – December, 2011 as against Rs. 146 million 

provisionally allowed for FY 2011-12. Out of total of Rs. 156 million, Rs. 80 million 

has been booked for one customer i.e; DHA desalination plant, gas supply to which 

has already been repeatedly objected by learned interveners in various public 

hearings owing to the bleak financial position of the said customer. 

9.3.70. This ever increasing provision for doubtful debts, at the cost of consumers, despite 

Authority’s repetitive directions can never be allowed to the petitioner. The 

petitioner continuous default on this account leads to lack of concerted efforts, 

comprehensive policy and effective pursuance for timely payment of gas bills. The 

Authority had, therefore, kept the expenditure under this head at the fixed level of 

Rs. 146 million for last three years. The Authority reiterates its earlier directions that 

the expenditures due to petitioner's inefficiencies and slackness can not be passed on 

to the consumers.  

9.3.71. In view of above, the Authority restricts the said expenditure at the level of RERR 

FY 2011-12 and provisionally fixes it at Rs. 146 million for the said year. 
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xiv. Others 

9.3.72. The petitioner has projected others at Rs. 225 million for the said year as against Rs. 

94 million provided in RERR for FY 2011-12, increasing by 140%, as shown below: 

Table 37: Comparison of Other Expenses with the Previous Years 
Rs. in Million

Particulars FY 2010-11  
FRR

FY 2011-12 
RERR

FY 2012-13    
The Petition

%
Communications                40                   32                     56          24              74 
Subscriptions                  4                     2                     10            8            387 
Other Misc.                52                   60                   160        100            166 

Others                95                   94                   225        131            140 

Variance Inc./(Dec.) 
over RERR  

 

9.3.73. The Authority notes that the petitioner has projected gigantic increase of 74% and 

387% under the sub-heads of “communications” and “subscriptions” over RERR for 

FY 2011-12. The Authority further notes that the petitioner has failed to justify this 

whopping increase.  

9.3.74. The Authority, in view of the insufficient information provided by the petitioner, 

provisionally fixes the sub-heads of “communications” and “subscriptions” at Rs. 

47 million and Rs. 4 million (i.e. at the level of FRR for FY 2010-11 plus 20% increase 

to cater for inflation) during the said year. 

9.3.75. The Authority further notes that the petitioner has projected a whopping increase of 

166% under the sub-head of “other misc.” over RERR for FY 2011-12. Out of Rs. 160 

million, Rs. 100 million has been projected for NGEP related activities (i.e. Rs. 25 

million for “Training” and Rs. 75 million for Appliances Efficiency Pilot Project). The 

petitioner has informed that it has planed to introduce efficient appliances in the 

domestic sector which has a large customer base of 2.3 million. The petitioner aims 

to study appliances manufactured in Pakistan vis-à-vis import of sample appliances 

from technically advanced countries for carrying out the gas analysis.      

9.3.76. The Authority appreciates the steps taken by the petitioner in respect of efficient 

appliances with the ultimate objective of natural gas conservation. The Authority, 

however, observes that gigantic projection of Rs. 100 million is on higher side 

keeping in view the details of expenditure.  

9.3.77. In view of above, the Authority provisionally allows 50% of projected amount and 

fixes it at Rs. 50 million for the said year. Accordingly, the Authority provisionally 
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fixes “other Misc.” at Rs. 110 million. 

9.3.78. In view of above, the Authority provisionally determines “others” at Rs. 161 million 

for the said year. 

xv. Revenue Expenditure relating to LNG 

9.3.79. The petitioner has projected revenue expenditure relating to LNG at Rs. 40 million 

for the said year. 

9.3.80. The petitioner has submitted that FG initiated a project for import of LNG under 

TPA regime. The said project requires consultation services in various matters 

including drafting agreements, assisting in negotiations with project developers, 

measurement procedures and training to the Company’s staff. 

9.3.81. The Authority, after scrutiny of the information submitted by the petitioner, notes 

that Mashal Project has been held based on the judgment of honorable Supreme 

Court. Also, the actual expenditure incurred on this account for FY 2010-11 was Rs. 

12 million and the actual expense for first six months (July-December) of FY 2011-12 

has been Rs. 9 million only. It is, therefore, evident that the projections for the said 

year and that of FY 2011-12 are on the higher side.  

9.3.82. The Authority, keeping in view the actual spending pattern as well as the current 

status of the LNG projects as discussed in para 7.3.14 above, provisionally 

determines the revenue expenditure relating to LNG for the said year at Rs. 14 

million i.e;  on the basis of 20% increase over actual expenditure for FY 2010-11. 

xvi. SSGCL Share in ISGSL Expenses 

9.3.83. The petitioner has projected Rs. 228 million for the said year under this head as 

against Rs. 199 million provided in RERR for FY 2011-12. The amount represents 

51% share of the total expenditure of Rs. 447 million projected by ISGSL. The 

petitioner has explained that increase in contribution of ISGSL expenses is due to 

increase in gas import related activities and establishment expenses shared between 

the petitioner and SNGPL in view of service agreement signed between them. Under 

the agreement, the petitioner & SNGPL have to pick all the expenditure of ISGSL 

which in the instant petition have increased mainly due to “Traveling Expenses” and 

“Foreigners visit to Pakistan”. The petitioner has further explained that said 
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expenditure has been forecasted on higher side due to inflation, which is prevailing 

in double digits. Also the project related activities have enhanced as the gas import 

projects have reached at advanced stages. 

9.3.84. The Authority observes that front end engineering design, feasibility study and 

route survey done by a consortium of China and Nespak in respect of IPI pipeline 

project is almost complete. Tender document for the procurement of 42” dia pipeline 

has been floated in electronic and print media this year. The projects are now over 

the research and survey stage and heading towards financial arrangement and 

financial close thereof.   

9.3.85. The Authority also observes that FG has arranged long term capital funding for 

ISGSL during last couple of years. It has also imposed GIDC on gas consumers to 

finance such giga project in national interest. The Authority, therefore, in view of 

above developments observes that the expenditure now incurred by ISGSL is part of 

capitalization and which it shall match with its own business capital. The Authority, 

therefore, suggests that the petitioner should take up the matter with ISGSL and opt 

to convert its share of financing into loans or paid up capital. The Authority also 

observes that abrupt switch/change in financial arrangement, mechanism currently 

injected by the gas utilities, may hamper the progress on national importance project 

and aggravate the energy crisis, which is undesired. The Authority, therefore, 

provisionally allows the expenditure amounting to Rs. 228 million as requested by 

the petitioner on provisional basis till such time the petitioner converts its funding 

to proprietary right. 

xvii. Gas Internally Consumed (GIC) 

9.3.86. The petitioner has projected cost of GIC for the said year at Rs. 188 million (576 

MMCF) as against Rs. 162 million provided in RERR FY 2011-12, depicting an 

increase of 13%. 

9.3.87. The petitioner has projected 402 MMCF for compression of 40,354 MMCF gas for the 

said year, while claiming volume of gas handled per unit of GIC at 100 MMCF. 

Historical analysis of GIC for compression from FY 2006-07 to FY 2010-11 is as 

under: 
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Table 38: Historical analysis of GIC Compression with the Previous Years 
MMCF

FRR FRR FRR FRR FRR
2006-07 2007-08 2008-09 2009-10 2010-11

Volume of gas handled / Compressed 46,295          37,865            37,940            39,396            37,234                    

GIC 367               333                 352                 368                 371                         

Volume of gas handled / Compressed per GIC 126               114                 108                 107                 100                         
Average Volume of gas handled /
Compressed / Compressed per GIC

               111 

Particulars

 

9.3.88. The Authority notes that the petitioner has been handling 111 MMCF of gas by 

consuming one MMCF as GIC. Keeping in view the historical trend, the Authority is 

of the view that the petitioner requires 364 MMCF as GIC for its compression 

operation instead of 402 MMCF as sought by the petitioner.  

9.3.89. In view of the above and the adjustment on account of WACOG as discussed in para 

9.1.4 above, the Authority, provisionally determines the cost of GIC at Rs. 172 

million (539 MMCF) for the said year. Consequently, UFG has also been adjusted. 

xviii. Remaining Items of Transmission and Distribution Cost  

9.3.90. The items of transmission and distribution costs, except those dealt with in sub-para 

ii to xvii of para 9.3 above, are projected by the petitioner at Rs. 781 million for the 

said year, as against Rs. 790 million provided in RERR for FY 2011-12, showing an 

decrease of 1%, as given below: 

Table 39: Comparison of Remaining Item of Projected T&D Expense with Previous Years 

        

Rs. in Million

Particulars
FY 2010-11 

FRR
FY 2011-12 

RERR

FY 2012-13 
The 

Petition
%

Material used on consumers installations 70                109             75                (34)            (31)         
Rent, rate & taxes 65                129             115              (14)            (11)         
Insurance 82                93               93                0.34          0.37        
Postage & revenue stamps 70                80               76                (4)              (5)           
Professional charges 27                40               35                (5)              (12)         
License & Tariff Petition Fee to OGRA 80                94               112              18             19           
Security expenses 217              246             275              29             12           
Net Transmission & Distribution Cost 610              790             781              (10)            (1)           

Variance Inc./(Dec.)   
over                

RERR  

 
9.3.91. The Authority observes that the remaining items of T&D expense have been 

reasonably projected by the petitioner and therefore, provisionally accepts the same 

at Rs. 781 million. 
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xix. Transmission and Distribution Cost Determined by the Authority 

9.3.92. In view of the examination in sub-para ii to xviii of para 9.3 above, the Authority 

provisionally determines operating cost for the said year at Rs. 9,368 million as 

against Rs. 11,426  million claimed by the petitioner, as follows: 

Table 40: Summary of T&D Cost Determined by the Authority 

 

Rs. In Million

Particulars
FY 2012-13 

The Petition 
Determined by 
the Authority

HR cost Benchmark 8,128             6,785                   
Stores, spares and supplies consumed 811                737                      
Electricity 183                183                      
Traveling 129                126                      
Repair & maintenance 1,675             1,257                   
Legal Charges 40                  30                        
Meter reading by contractors 75                  64                        
collecting agent commission 3                    3                          
Gas bills collection charges 177                157                      
Gas bills stubs processing charges 23                  15                        
Advertisement 80                  66                        
Provision for doubtful debts 200                146                      
Others 225                162                      
Revenue expenditure relating to LNG 40                  14                        
SSGCL Share in ISGSL expenses 228                228                      
Remaining Items of T&D 781                781                      

Sub total: 12,798           10,755                 
Less:
Recoveries/ Allocations 1,560             1,560                   

Net & D before GIC 11,238           9,195                   
Add:
GIC 188                172                      
Total T&D Cost 11,426           9,368                    

 

10. Workers Profit Participation Fund (W.P.P.F) 

10.1.1. The petitioner has projected W.P.P.F at Rs. 612 million. However, due to adjustments 

in the components of revenue requirements discussed above, the said head is 

recalculated at Rs. 560 million for the said year. 
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11. Decision  

11.1. In view of the justifications submitted and arguments advanced by the petitioner in 

support of its petition, points raised by the interveners, comments offered by the 

participants, scrutiny by the Authority and detailed reasons recorded by the Authority 

in earlier sections, the Authority recapitulates and decides to: 

11.2. accept the opening balance of  deferred credit at Rs. 6,919 million; 

11.3. determine estimated addition in fixed assets at Rs. 15,814 million and depreciation 

charge at Rs. 3,969 million; 

11.4. determine the balance of average net operating fixed assets Rs. 61,600 million as 

against Rs. 70,371 million claimed by the petitioner for the said year. Consequently, the 

return required by the petitioner on its average net operating fixed assets is determined 

at Rs. 10,472 million;  

11.5. determine income at Rs. 164,936 million as against Rs. 163,074 million offered by the 

petitioner; 

11.6. determine the cost of gas at Rs. 132,305 million; 

11.7. determine the UFG disallowance at Rs. 4,682 million; 

11.8. determine the T&D expenses at Rs. 9,195 million as against Rs. 11,238 million claimed 

by the petitioner; 

11.9. determine the cost of GIC at Rs. 172 million as against Rs. 188 million claimed by the 

petitioner; 

11.10. determine other charges including W.P.P.F. to Rs. 578 million as against Rs. 630 million 

claimed by the petitioner; and 

11.11. In exercise of its powers under the Ordinance and NGT Rules, the estimated revenue 

requirement for the said year is determined at Rs. 152,188 million (as tabulated below), 

as against Rs. 162,327 million claimed by the petitioner thereby decreasing the 

estimated revenue requirement by Rs. 10,139 million: 
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Table 41: Components of ERR for FY 2012-13 as Determined by the Authority   

            

Rs. in million

S.No Particulars Claimed by 
the Petitioner 

Determined by 
the Authority

1 Cost of gas sold 134,887          132,305            
2 UFG adjustment per target (1,411)             (4,682)               
3 Transmission and distribution cost 11,238            9,195                
4 Gas internally consumed 188                 172                   
5 Depreciation 4,584              3,969                
6 Other charges including WPPF 630                 578                   
7 Return on net average operating fixed assets 11,963            10,472              
8 Additional revenue requirement for Air-Mix LPG Project 248                 179                   

Total Estimated Reveneue Requirement            162,327              152,188  
 

11.12. The petitioner’s net operating income is estimated at Rs. 164,936 million, as against the 

revenue requirement of Rs. 152,188 million and thus there is a surplus of Rs. 12,748 

million in its estimated revenue requirement for the said year. In order to adjust this 

surplus, the Authority hereby makes downward adjustment of 7.95% (Rs. 34.34 per 

MMBTU) on provisional basis in its average prescribed price for the said year 

(Annexure-A).   

11.13. Decrease in the prices is determined at 10.37% in the case of domestic tariff to keep it 

uniform with Sui Northern Gas Pipelines Limited and at 7.95% in remaining categories 

of consumers except additional allocation for feed-stock gas supply to the fertilizer 

consumer, who is governed by separate GoP policy. 

11.14. Provisional prescribed prices for each category of consumers for the said year, effective 

from July 1, 2012, are attached as Annexure-B. Comparison between existing sales 

prices and revised prescribed prices is attached at Annexure-C. The prescribed prices 

for various categories of retail consumers determined by the Authority on provisional 

basis shall be subject to adjustment 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. 

11.15. The Authority considers it important and essential to impress upon the petitioner that 

this provisional determination of estimated revenue requirement for the said year, pre-
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supposes that the petitioner would, in any case, faithfully and with responsibility 

conduct its affairs in full compliance of the requirement of Rule17(1)(h) & Rule 17(1)(j) 

of the NGT Rules, as reproduced below: 

Rule 17(1)(h) 

1.1 “tariffs should generally be determined taking into account a rate of return as 

provided in the license, prudent operation and maintenance costs, depreciation, 

government levies and, if applicable, financial charges and cost of natural gas;” 

Rule 17(1)(j) 

1.2 “only such capital expenditure should be included in the rate base as is prudent, 

cost effective and economically efficient;” 

12. Directions 

12.1. In addition to the directions issued by the Authority in its previous determinations, the 
petitioner is further directed to:- 

 
12.1.1. submit monthly progress report on NGEP.   

12.1.2. submit a comprehensive report clearly indicating reduction in UFG owing to 

implementation of NGEP. All physical targets will be met and external audit report 

will be submitted to the Authority.  

12.1.3. submit a detailed report for the delay in the commissioning of LPG air-mix projects 

envisaged at the time of DERR for FY 2011-12 within one month of issuance of this 

Order. 

12.1.4. ensure prudence and ring fencing of all capital and revenue expenditures, including 
all cost allocations in respect of each Air-mix LPG, CNG or LNG based pipeline 
distribution projects. 

 

12.1.5. directs the petitioner to assign priority to sub-ordinate issues and the salaries of the 

executives should not be boosted until the subordinate legitimate demand is not 

identified. 

12.1.6. provide at the time of FRR, an unconditional (without “exception”, “subject to” 
provisions) certificate by its statutory auditors to the effect that HR cost used for 
comparison with HR benchmark, includes all regular, all  contractual and casual 
staff / labour.  
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12.1.7. submit a quarterly report, on an on-going basis, encompassing UFG curtailment 

related activities vis-à-vis measurable benefits derived therefrom.  

12.1.8. economize all avoidable expenditure relating to traveling in larger public interest.    

12.1.9. submit a comprehensive report, containing detail of media campaigns launched vis-

à-vis the actual benefits derived therefrom in FY 2011-12, within one month of the 

issuance of this Order. The Authority also directs the petitioner to submit a half 

yearly progress report on an on-going basis regarding effective utilization of 

advertisement expenditure in respect of natural gas conservation, UFG combating, 

unauthorized use of gas fired generators, consumer education, recovery campaign, 

etc. 

12.1.10. take all possible steps to curtail the provision for doubtful debts. 
 

12.1.11. submit a review petition to the Authority latest by October 15, 2012 for review of its 
estimated revenue requirements as required under Section 8(2) of the Ordinance, 
keeping in view the actual and anticipated changes in international prices of crude 
and fuel oil during the period May to November, 2012 and the trend of Rupee – 
Dollar exchange rate. 

13. Public Critique, Views, Concerns, Suggestions 

13.1. The Authority has recorded concerns of the interveners and participants in para 3 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.  

 

 

Sabar Hussain 
Vice Chairman / 

Member (Oil) 

 Saeed Ahmad Khan 
Chairman  

  
 
 

 

   

Islamabad. 
The May 18, 2012 
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   A: Computation of Estimated Revenue Requirement for FY 2012-13 
Rs. in Million

Gas sales volume -MMCF 391,602           391,602               
                     BBTU 371,182           371,182               

Calorific Value 948                  948                      
"A" Net Operating Revenues

Net sales at current prescribed price 156,695           156,695               
Meter rentals 661                  -                 661                      
Late payment surcharge -                   1,393             1,393                   
Amortization of deferred credit 401                  -                 401                      
Sale of gas condensate (net of non-operating income) 75                    127                202                      
Meter manufacturing profit -                   167                167                      
Gas transportation charges 19                    -                 19                        
Revenue from JJVL 2,127               -                 2,127                   
Royalty income from JJVL -                   2,108             2,108                   
RLNG transportation income 2,178               (2,178)            -                       
Other operating income 917                  245                1,162                   
Total Operating Revenue "A" 163,074           1,861             164,936               

"B" Less: Operating Expenses
Cost of gas 134,887           (2,582)            132,305               
UFG Adjustment (1,411)              (3,271)            (4,682)                  
Transmission and distribution cost 11,238             (2,043)            9,195                   
Gas internally consumed 188                  (16)                 172                      
Depreciation 4,584               (615)               3,969                   
Other charges 18                    18                        
W.P.P.F 612                  (52)                 560                      
Total Operating Expenses "B" 150,116           (8,579)            141,537               

"C" Operating profit (A-B) 12,958             10,440           23,399                 
Return required on net operating fixed assets:
Net operating fixed assets at beginning 63,871             -                 63,871                 
Net operating fixed assets at ending 93,807             (18,435)          75,373                 

157,678           (18,435)          139,243               
Average net assets (I) 78,839             (9,217)            69,622                 
Meter manu. Plant asset at beginning 218                  (218)               -                       
Meter manu. Plant asset at ending 286                  (286)               -                       

504                  (504)               -                       
Average net assets (II) 252                  (252)               -                       
Net LPG air mix project asset at beginning 1,210               -                 1,210                   
Net LPG air mix project asset at ending 1,543               (388)               1,154                   

2,753               (388)               2,365                   
Average net assets (III) 1,377               (194)               1,182                   
Deferred credit at beginning - Assets related to Natural Gas A 6,919               6,919                   
Deferred credit at ending - Assets related to Natural Gas Act 6,759               6,759                   

13,678             -                 13,678                 
Average net deferred credit (IV) 6,839               -                 6,839                   
"D" Average (I-II-III-IV) 70,371             (8,771)            61,600                 
"E" 17% return required 11,963             (1,491)            10,472                 

(995)                 (11,931)          (12,927)                

"G"  Additional revenue requirement for Air-Mix LPG 
Project 248 (69)                 179                      

Total Surplus (F+G) (747)                 (12,000)          (12,748)                

(2.01)                (32.33)            (34.34)                  
Estimated revenue requirement (B+E+G) 162,327           (10,139)          152,188               

Average Prescribed Price (Rs. per MMBTU) 420.14             (32.33)            387.81                 

Decrease in average prescribed price effective (Rs. / 
MMBTU) w.e.f July 01, 2012

Particulars  Adjustment  The Petition  Determined by 
the Authority 

"F" Excess in return required (C-E) (Gas Operations)
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B: Provisional Prescribed Prices for FY 2012-13 w.e.f. July 1, 2012 

 

Existing 
Prescribed 

Prices

Revised 
Prescribed 

Prices w.e.f. 
01.07.2012

(i) Domestic Sector:
a)   Standalone meters:
(i)            122.95               110.20              
(ii)           245.89               220.38              
(iii)          1,035.34            927.94              
(iv)          1,302.46            1,167.35           

(a) Upto 300 M3 per month
(i)            122.95               110.20              
(ii)           245.89               220.38              

(b) Over 300 M3 per month
486.48               447.81              

(iii) Special Commercial (Roti Tandoors):
(a) Upto 300 M3 per month
(i)            122.95               110.20              
(ii)           245.89               220.38              

(b) Over 300 M3 per month
588.38               541.60              

(ii) Commercial: 

All off-takes at flat rate of 588.38               541.60              

(iv) Ice Factories:
All off-takes at flat rate of 588.38               541.60              

b)  Mosques, churches, temples, madrassas, other Religious Places and Hostels attached thereto; 
Government and semi-Government offices & Hospitals, Government Guest Houses, Armed Forces 
messes, Langars, Universities, Colleges, Schools & 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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Existing 
Prescribed 

Prices

Revised 
Prescribed 

Prices w.e.f. 
01.07.2012

(v) Industrial:

All off-takes at flat rate of 485.13               446.56              

(vi) Captive Power:
All off-takes at flat rate of 485.13               446.56              

(vii) Compressed Natural Gas (CNG):
All off-takes at flat rate of 638.99 588.19              

(viii) Cement:
All off-takes at flat rate of 680.58               626.47              

(ix) Pakistan Steel:
All off-takes at flat rate of 485.13               446.56              

(x) Fauji Fertilizer Bin Qasim Ltd.:
(i) For gas used as feed-stock for Fertilizer (upto 60 MMCFD) 116.27               107.03              

(ii) 60.67                 60.67                
(iii)

485.13               446.56              

(xi) Power Stations:
All off-takes at flat rate of                480.86 442.63              

(xii) Independent Power Producers:
All off-takes at flat rate of 421.68               388.16              

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.

Rs. per MMBTU

CATEGORY
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C: Comparison between Existing Sale Prices and Revised Prescribed Prices 

Domestic:
                    Standalone meters:

122.95                 110.20                 12.75                   
245.89                 220.38                 25.51                   

1,035.34              927.94                 107.40                 
1,302.46              1,167.35              135.11                 

                            Bulk:
122.95                 110.20                 12.75                   
245.89                 220.38                 25.51                   
496.21                 447.81                 48.40                   

Special Commercial
122.95                 110.20                 12.75                   

2nd slab - Upto 300 M3 per month 245.89                 220.38                 25.51                   
Over 300 M3 per month 600.19                 541.60                 58.59                   

Commercial 600.19                 541.60                 58.59                   

General Industry 494.86                 446.56                 48.30                   

CNG 748.87                 588.19                 160.68                 

Captive Power 494.86                 446.56                 48.30                   

Pak Steel 494.86                 446.56                 48.30                   

Cement 694.22                 626.47                 67.75                   

Power Stations 480.86                 442.63                 38.23                   

Independent Power Producers 437.86                 388.16                 49.70                   

Fauji Fertilizer Bin Qasim  Limited
Feed-stock 116.27                 107.03                 9.24                     

Additional Allocation 60.67                   60.67                   -                      
Fuel 494.86                 446.56                 48.30                   

Upto 100 M3 per month
Over 100 – upto 300 M3 per month
All over 300 M3 per month

1st slab - Upto 100 M3 per month

Upto 100 M3 per month
Over 100 – upto 300 M3 per month
Over 300 – upto 500 M3 per month
All over 500 M3 per month

Differential 
(Gas 

Development 
Surcharge)

Rupees per MMBTU

Category

Revised 
Prescribed 

Prices w.e.f. 
01.07.2012

Existing Sale 
Prices 

 
 
 


