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Government set to take decision on gas tariffs today 
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The Economic Coordination Committee (ECC) of the Cabinet is all set to approve increase in natural gas 
price on Monday (today) with some modifications in domestic consumers'' slabs to make the commodity 
costlier for rich, fertilizer sector, power sector and protecting registered exporters and manufacturers of 
five zero rating industrial sectors, sources close to Finance Minister told Business Recorder. 
 
The Ministry of Petroleum and Natural Resources, sources said, has finalised new slabs for all categories 
of consumers in the light of directions issued by the ECC in its meeting held on September 10, 2018. A 
day after increasing gas prices, Finance Minister Asad Umar will leave for Saudi Arabi and UAE with 
Prime Minister Imran Khan for three days. Minister for Foreign Affairs Shah Mehmood Qureshi and Prime 
Minister Advisor on Commerce, Textile, Industry and Investment, Abdul Razak Dawood will also 
accompany the Prime Minister. Unconfirmed reports also suggest that Army Chief General Qamar Javed 
Bajwa may accompany the Prime Minister. 
 
The sources said, M/s Sui Northern Gas Pipelines Limited (SNGPL) and Sui Southern Gas Company 
Limited (SSGC) were operating on cost plus return on assets formulae under licence from OGRA. Section 
6 & 7 of OGRA Ordinance, 2002 and the licence condition No 5, empowers OGRA to determine tariff or 
total annual revenue requirement of gas companies comprising of (i) cost of gas; (ii) transmission & 
distribution costs; and (iii) 17.43% return (before financial charges & tax) on the value of average net fixed 
assets in operation for each financial year. 
 
For the Financial Year 2018-19, the revenue requirements of SNGPL and SSGCL have been determined 
by OGRA as Rs 275 billion and Rs 211 billion respectively. 
 
According to sources, at current gas sale prices, revenues of Rs 172 billion for SNGPL and Rs 157 billion 
for SSGCL would be generated, resulting in a revenue shortfall of Rs 102 billion and Rs 54 billion for 
SNGPL and SSGCL respectively for current financial year. 
 
In pursuance of Section 8(1) of OGRA Ordinance, 2002, the category-wise prescribed prices determined 
by OGRA were advised to Federal Government and under section 8(3) of the OGRA Ordinance, 2002 
and the Federal Government, within 40 days, was required to advise OGRA category-wise of the sale 
price of each consumer of natural gas for notification in official gazette. 
 
OGRA has recommended 30% increase in gas sale prices for all categories of consumers of SNGPL 
except domestic sector where an increase of 186% has been recommended. The suggested increase in 
domestic sector tariff reflects 50 per cent recovery for first slab and 100% cost recovery from second slab 
which appears to be a rational suggestion. While OGRA, has suggested varying percentage of increases 
for consumers of SSGC, as the government is following a policy of uniform gas sale prices across the 
country, it was deemed expedient to adopt the prices recommended by OGRA for SNGPL for all 
consumers across the country. 
 
During ensuing discussion, Chairperson OGRA revealed the basis for the proposed revised gas sale 
price: the previous benchmark for allowable Un-Accounted for Gas (UFG) was 4.5% which has now been 
revised according to an independent study. 
 



As per the revised benchmark, allowable UFG is 5.0% with a performance based additional allowance of 
2.6%. It was further clarified that at the beginning of the year, 50% of this performance-based allowance 
i.e. 1.3% is allowed in estimated revenue requirement which will be actualized after year end. As such, 
6.3% UFG has been allowed in the current determination of revenue requirements for 2018-19. The ECC 
expressed its concern over the increasing trend in UFG and advised the Petroleum division to objectively 
look into the factors leading to increase in UFG and push the gas companies for remedial actions for 
reduction/control in UFG. The ECC was also informed that major component of revenue requirements is 
cost of gas which the gas utility companies pay to gas producers. The producers'' gas price is determined 
biannually in accordance with relevant Petroleum Concessions Agreements and Gas Pricing Agreement. 
The producers'' gas price is linked to international crude oil price with discounts and is also dependent on 
fluctuations in the rupee dollar parity. 
 
The issue of withholding increase in gas sale prices during last five years vis-à-vis actual increase also 
came under discussion. It was noted by ECC that requisite revisions in gas sale price were not made 
which have resulted in the accumulation of revenue shortfall of over Rs 127 billion. The ECC was also 
informed about sharp increase in the prices of LPG cylinder, which has put poor consumers of LPG in 
great distress and agony as existing price is beyond their paying capacity. It was further averred that LPG 
is produced in the country however its shortage is being met through imports. 
 
The ECC took serious notice of the exorbitant increase in the sale price of LPG and termed it unjustified 
and unfair. After detailed discussion, the ECC directed Petroleum Division to submit proposals to the ECC 
for revision of sectoral gas sale price keeping in view the following principles: domestic consumers-
minimum burden to be placed on poor consumers. There is no justification to provide gas to rich 
consumers at subsidized rate therefore tariff for rich consumers may be rationalized. Petroleum Division 
may review the existing slabs structure for gas consumers and propose new slab for 5% highest domestic 
consumers. 
 
Small commercial consumers (Roti tandoors etc.) need to be protected by allowing tariff of domestic slab 
up to a certain volume, while a new slab may be created for high end commercial consumers. Gas sale 
prices for Fertilizer Sector needs to be rationalized, in order to gradually eliminate subsidy. However, this 
needs to be done in consultation with Ministry of Industries to ensure no additional burden on farmers. 
 
Gas sale price for the registered manufacturers or exporters of five zero-rated sectors namely textile 
(including Jute) carpets, leather, sports and surgical goods may be reviewed giving due consideration to 
their international competitiveness. 
 
The ECC decided to pass on the increase of gas prices to the power sector but the impact should be 
minimal. The ECC took serious notice of exorbitant increase in the sale price of LPG and directed 
Petroleum Division to launch a crackdown, in collaboration with Provincial Governments, against the 
unjustified and unfair increase in prices. 
 
Petroleum Division was directed to submit a report on the abnormal increase in sale price of LPG along 
with recommendations to address the issue on a long term basis and submit the same to the ECC in its 
next meeting. 
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