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          24th November, 2018 

 
 
RLNG volumes: Direct subsidy proposed for SNGPL  
The Ministry of Energy has proposed the Economic Coordination Committee (ECC) of the Cabinet that Sui 
Northern Gas Pipelines Limited (SNGPL) may be provided direct subsidy against injection of RLNG 
volumes for domestic and commercial consumers during gas load- shedding in winter. 
 
Sources said that ECC meeting chaired by Finance Minister Asad Umar was proposed three options to 
consider and approve one of them to manage the gas load management during three months of winter from 
December 2018 to February 2019. However, the proposal was deferred for a while, said an official. 
 
Sources said that the ECC was requested to consider and approve that: (i) SNGPL may be allowed to inject 
the RLNG volumes for consumption by domestic and commercial consumers provided that OGRA allows 
volumetric adjustment and financial impact on cost neutral basis in line with the ECC''s decision dated May 
11, 2018; (ii) or given the wider difference in the natural gas sale price for domestic use and the RLNG 
price, SNGPL may be provided direct subsidy against injection of RLNG volumes for use by domestic and 
commercial consumers based on actual RLNG consumption from December 2018 to Feb 2019. The 
mechanism of subsidy disbursement may be devised by SNGPL/ Petroleum Division in consultation with 
Finance Division; (iii) or in the absence of injection of RLNG or subsidy, SNGPL will manage the load of 
domestic and commercial consumers through varied level of pressure management during off-peak hours. 
 
The meeting was told that there has been decline in availability of gas to Sui Northern Gas Pipelines Ltd 
(SNGPL) and Sui Southern Gas Company Ltd (SSGCL) for sale due to depletion of natural gas and fewer 
new discoveries. As a result there has been no net increase in the availability of gas for the last many years 
and supply of natural gas peaked at 2,839 MMCFD in 2010 and has since declined to 2,220 MMCFD in 
2018. 
 
The demand for natural gas grew substantially over the last decade and the constrained supply-demand gap 
in 2013 was estimated at 2,000 MMCFD while the unconstrained gap exceeded 4,000 MMCFD. The gap in 
demand and supply necessitated gas load management across the country from time to time and gas 
consumers experienced varied levels of gas load shedding. 
 
The province of Punjab suffered the most where SNGPL could not provide natural gas to industry, fertilizer 
plants, power plants, and CNG for 7 months of the year and over 50 percent of domestic consumers could 
not be reliably provided natural gas for cooking and heating purposes from November to February. 
 
With the objective to manage the gas load every winter, the then Ministry of Petroleum & Natural Resources 
(now M/o Energy, Petroleum Division) used to take approval from ECC and Cabinet for load management 
programme on SSGCL and SNGPL system in line with the approved gas supply merit order under Natural 
Gas Allocation and Management Policy, 2005. 
 
The ECC, in 2013, considered a summary submitted by the then Ministry of Petroleum & Natural Resources 
and while approving the proposed natural gas load management programme allowed gas utility companies to 
manage gas load on their own according to approved policy/ priority orders. Subsequently, the ECC in its 
meetings held on 22.2.2013 and 17.09.2018 approved revision in the gas supply priority order with first 
priority was given to the domestic and commercial sectors, followed by second priority to the power sector, 
zero rate industry, thirst priority to the general industrial, fertilizer and captive power, and fourth priority to 
the cement including its captive power and fifth and last priority was given to the CNG sector. 
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The meeting was further informed that SNGPL has reported that average gas consumption by domestic and 
commercial consumers in summer months of last year 2017 was around 528 MMCFD which increased to 
867 MMCFD during winter 2017-18 and created a shortfall of 339 MMCFD. The company resorted to 
different options to manage the above stated shortfall which included pressure management during off-peak 
hours, diversion of 150 MMCFD gas from general industrial consumers to domestic/ commercial and 
injection of RLNG to the tune of 160-170 MMCFD in the system for use by domestic and commercial 
consumers. The SNGPL expects that total system shortfall during winter 2018-19 is likely to remain at the 
level of 339 MMCFD with slight variations. 
 
A meeting of the ECC on May 11, 2018 while considering a summary submitted by the Petroleum Division 
approved that SNGPL and SSGCL be allowed to manage gas loads on their system through RLNG system 
gas swap mechanism for which necessary provision of volumetric adjustment and financial impact may be 
made on cost neutral basis in the sale price of RLNG on a multi-year and ongoing basis through setting up of 
a deferral account by OGRA. 
 
Petroleum Division added that above policy guideline provided adequate provision for injection of RLNG 
volumes in the system and allows recouping of financial impact in the ring-fenced arrangement, however, 
OGRA has yet to implement the May 5 2018 ECC decision. 
 
The SNGPL is of the view that injection of RLNG for use by the domestic and commercial sectors will be 
essentially required to manage the gas load during winter months. The SNGPL has worked out that impact 
of injection of up to 150 MMCFD RLNG at Rs 35.63 per MMBTU in the revenue requirement, the same is 
required to be passed on to the domestic consumers. 
 
However, given the ring-fenced arrangement of RLNG and system gas supplies, as both are governed under 
two different set of laws, i.e., the OGRA Ordinance, 2002 and the Petroleum Development Levy Ordinance, 
1961, the financial impact of injection of RLNG cannot be passed on to indigenous gas consumers until and 
unless the OGRA Ordinance, 2002 is amended and caters for regulation of RLNG supply chain there-under. 
The Petroleum Division proposed three options to the ECC to consider and approve for natural gas load 
management. 
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