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1. Chairman’s Review

The financial year 2004-05 wes a good, secessful and eventful period for the Ol and Gas
Regulatory Autharity (OGRA) as it remsained fully engaged in the grant of licences for
transmission and sale of natural gas, constroction of compressed natural gas (CNG),
production and marketing of liguefied petroleum gas {LPG), determination of revenue
requirements of gas utilities, expeditious resolution of complaints against the gas, CNG and
LPG compandes, improvement inguality of service and enforcement of performance and
service standards by the licensees and drafting of new rules, regulations etc.

GRA was established in March 2002 under the DGRA Ordinance to regalate midstream:
and downstream oil and gas sector. To carry out its regulatory functions effectively, the
Authority has laid down a comprehensive regulatory framework for natural gas, CNG &
LG sectors. Although the oil secior has not been transferred fo OGRA as yei, the Authority
has drafted rules‘regulations for the same and circulated to the stakeholders for their
comments. The Authority has completed all the mandatory actions within the timeframe
stipulated in the Ordinance.

GRA has made sigmificant progress during the FY 2004-05 towands achieving the objectives
of its establishment. The estimated revenue requirement of the two gas utilities m the country
for FY 2005-06 was determined in due time. Review motions against these determinations
were disposed of, The final revenue requirement of the two gas utilities for FY 2003-04
was ilso determined. During the year under review, the Authority tssued 32 notifications
of wellhead gas prices. Capacity for regulating oil sector was also developed. Study on
the development of new tariff regime for natural gas hcensces was completed and OGRA
started work on the formulation of recommendations for consultation with the stakeholders.

Earlier, efficiency-based meentive-oriented targets for Unoccounted for Gas (UPG) were
enfioreed in the natural gas sector. The Authority, after a detailed review and consuliation
with gas ufilities, introduced a pew concept of lower and apper UFG targets for determination
of revenue requirements of the gas companies. In order to arrest the abnormal increase in
HE cost and io obviate the need to micromanage, the Authority bas introduced, on an
experimental basis, the benchmark for HR cost in order to protect the interest of the
consamers and incentives the licensess to strive for optimization of its human resource.
Benchmarking of the perennial problem of high lewel of UFG has resulied in recirring
reduction in the cost of supply of natural gas by abowt Bs.1.31 billion per annum, Further
reduction of almost the same magnitude has been achieved through disallowancs of imprisdent
expenditure taking the total saving for the consumers to about Bs.2.721 billion per anmum
i.e. Rs. 326 per MMBTLIL
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Dhuring the year under review, the Authority decided 12 cases relating to revemse reguirement
of the ta gas whlities. These decisions were made after in-depth senstiny of the capital and
operating expenditere based on prudence, optimization, improved service to customers and
safeguarding public interest. The Authority gave full opporunity to all stakeholders to
express their viewpoint which were given due consideration before taking the decisions.
Consequently the Authority issued S notifications of prescribed prices for cach category
of consumers for natural gas in respect of FY 2004-05 and FY 2005-06. In accordance with
the provisions of (GRA Ordinance, the Authority alsoe notified the sale prices of each
citegory of consumers of natural gas woef, 157 July, 2004 and and February, 2005, The
differential between the prescribed prices and sale prices is paid by the gas companies as
Gas Development Surcharge (GDS) to the government.

The procedurs for grant of CNG and LPG licences was streamlined o accelerate the pace
of investment i these sectors, 618 new provisional and 183 marketing licenses were issued
during the vear in CNG Sactor and 44 licences were issued in LPG Sector for production,
marketing and constroction of storage and filling facilitics. These ectivitics paved the way
for an estimated investment of Bs. 1 1.00 billion and about 9 (6 additional job epposunities.
The Authority also issued three licences for transmission of natural gas to large consumers

To protect consumers” righis and o ensure guick redressal of their grievances, the Auathority
had nedified Complaint Resolution Procedore Regulations in respect of natural gas, LPG
and CNG sectors and set up @ cell 1w deal with the complaints efficiently. 362 complaints
against the natural gas companies and 45 complaimts against CNG & LPG companies wene
reselved. Penalties on 16 CNG stations and 2 LPG licensees for contravention of
rules/standands were imposed. The Wafagi Mohtasib Secretariat slso transfierred the work
of public complaimts against the gas companies 1o OGRA in March, 2005, which is now
processed in sccordance with Complaint Resolution Procedure Regulations, 2003,

The Authority approved a number of Gas Sales Agreement between producess and licencees
and (Gas Sale/Supply Agreemenis berween licencees and retail consumers, DGRA granted
approval of SNGPL/SSGCL"s projects related 1o exparsion in the transmission and distrbution
networks, with some deletions and disallowanees where prudence of mvestments was not
established in the light of design parameters or the assumptions on which the project was
based. The Authority also revised the standard Gas Sale Contract for domestic consumers
1o make it uniform for the gas companies and equitable, safeguarding consumers® interest
as well as protecting other stakeholders, which will be enforced by the gas companies from
FY 2005-06. The Authority also finalized in consaltation with SNGPL & S506CL a uniform
policy and procedure to deal with theft of gas cases.
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1 would like to place on record my eppreciation to the employees of the Authority who
showed an exceptional spirit of cooperation and professionalism in the discharge of their
responsibilities as assigned to the Authority under the Ordinance. The achievements of the
Authority were possible only due w dedicated team work.

Today, the results speak by themselves about the impartiality and effectivencss of OGRA
as an effective regulator. 1 eamestly hope that OGRA, in keeping with the spirit of OGRA
Ordinance, will contire to strive for financial and operational efficiencies in the dowmstream
petralenm sector through effective and meaningful regulation in the larger publie ineres,

é’!‘;{u—-—w ,

—_—

(Murde Ahmsad)
November 30, 2005
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2. Profile of the Authority

2.1 Compaosition

The Authority, esteblished under the Ol and Gas Regulatory Authority Ordinanee, 2002, comprises
# Chairmam, Member (Gas), Member (Cil) and Member (Finance), They have been selected by the
Federal Government through open competition and appointed an tenure bakis. The quakifications
and other terms & conditions of their appointments as provided in the Ordinance are:

2

k)

&

d}

g

i)

L1

The Chatrman shall be an eminent profiessional of known integrity and competence
with a minimum of twenty vears of related experience in baw, business, engincering,
finance, accounting, economics or petroleum technology.

The Member Ol shall be a person who holds an appropriate degree in the relevant
field and is an experienced, eminent professional of known mtegrity and competence
with & minimum of twenty years of relsted experbence m the field of oil, including
thi transportation thereof,

The Member Cas shall bea persan who holds an approprte |h3|15 in the relevant
field and is an experienced, eminent professional of known integrity and competence
with a  minimum of twenty years of related experience in the field of notural gas,
including the transmission and distibution thereof,

The Member Finance shall be a person who holds an appropriate degree in the
rebevant field and is an experienced, emiment professional of kivwn megrity and
competence with & minimum of tweaty years of related experience in the field of
corparnte finance or acopunting.

The Chairman shall be appointed by the Fedesal Government for am initial term of
four years and shall be eligible for reappointment for a similar term.

The Member Oil and Member gas shall be appodieted by the Federal Governmom
for initinl ferms of three years and shall be cligible for reappointment for & term

of four years,

The Member Finance shall be appointed by the Federal Government for an initial
terim af pwo years and shall be eligible for reappedntment for a term of four years.

The Chainmen and the other Members shall retire on atinining the age of sixty five
WEETE.
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211 Chairman

Mr. Manir Ahmad
Mr. Munir Ahemad is currenily the Chairman of (OGRA. He has 39 yvears
extensive {.rl'n.n"l:'.m:r: nl'lh:ﬂ'li:ng with the cconamic, upenl'irmp.'l an] n.-gul.um'r_t,r

mtters of the peireleam sector, He holds a Master™s Degres in Petroleum

Geology and has attended a number of professional courses on gas tariffs,
regulation, privatization ele. at home and abroad. Before joining OGRA he held the position of
Director (heneral (Gas), Ministry of Petroleum and Matural Resoarces, GaP for 17 years. He had
been a Darector on the Boand of several petroleum sector companies for over 20 years. He also held
the position of Managing Director of Sui Southern Gos Company Limited in 1989 and of Sui Northem
Gaa Pipelines Limited in 1999, After completion of his first term of 4 years as Chairman OGRA,
hiz has been reappointed by the Federal Government for the second tenure of 4 years effective

Sopiember 7, 2004,
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2.1.2 Member (Gas)

Mr. Javald Inam

Mr. Jawaid Inam carrently holds this position. He oblained a Bachelor's
Degrqc i Fuel Scrence and Tl:l:'lmnlugy fram the University of Leeds, UK

o started his professional carser os i Research Engineer at British Gas,

UK. He joined SMGPL in 1966 and held important engincering and
management positions incleding the Managing Director. He has received training at reputable
universities such as Oxfiord, Chicaga, Florida, Oklahoms and Texas in the fields of Engineerng,
Management and Utility Regulation. Mr, Inam hes also been designated as Vice Chairman to perfoom
the duties of the Chairman during the later’s absence. After completing first tenure of 3 years, he

has been re-appointed in Sepiember, 2003 for a second tenare.
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213 Member (CNl)

Mr. Rashid Faroog

Mr. Rashid Farooq was appointed a5 Member (0il) on October 09, 2002
for the first tenure of 3 years, He holds Bachelor™s D-:Erz: in Chemical

Engineering from University of the Punjab and Master's Degree in Energy

Enginecring from University of Sumey, UK. He has attended a number of

relevant international seminars, conferences and training programmes and has also obtained post
graduate certificates in Petrolsum Management, Busineds Management and Environrment, and Impact
Assessment from reputed foreign instittions, He has 29 years' expenience in regulatory and policy
matters in the upstream and downstream petroleum sectors, mostly with the Ministry of Petroleam
and Matural Resources, GoP. He was Director (eneral (Ol before joining OGRA. He has also been

on the Board of Directors of & nomber of petroleum ssctor companies.
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2 1.4 Member (Financel 2.2 Powers and Functions

The salient features of the Powers and Functions of the Authority as embodied in the Ordinance nre
a3 under:-

Mr. MUHL Asif

Mr. M H. Asif was appointed as Member {Finance) on March 20, 2004 for
an imdtial term of 2 years. He is Fellow Member of the Institute of Cost and

Management Accoantants of Pakistan and alse holds Masters Degree in

Economics and Bachelors Degree in Commerce. He has to his credit over
42 years exposure i leadership positions in the felds of finance, management, marketing, planning,
human resourcs development and professional education. He has been sssociated with gas ssctor,
Gal* and public sector autonomeus bodies, He has also been a member of the management team of
the Institute of Cost and Management Accountants of Pakistan for a long time in honorary positions
including the President, He served for 2 years as Technical Advisor to the Public Sector Committes
of the International Federation of Aceourtants which is developing Intemationsl Accounting Standarde
for public secior entities. He has recedved wraining sbroad on marker-based froo econamy operations

in gas and oil industry, gas chain concept and regulation af wiilities.

Ol & G Regulatory Authority
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Ezelusive power o grant, amend or revoke hoenses for regulated activities and enforce
complisnce of license conditions to promote efficiency, cost effectiveness, best practices,
high safety and service standards eic. The regulated activities ape:

[ ] Matural Gas

®  Construction or operation of pipelines or stomge facilities or other installations
& Transmission
*  Distribustion
® Sale
[ ] Ol
= Construction or operation of refinery, pipelines, storage facilities, blending
facilities and installations;
& Murketing and storuge of refined produoets;
[ ] Liguefied Petroleum Gas (LPG)
*  Corstruction of operation of pipelines, production or processing facilities, slorage
faciliies and installations
s Transporting , filling, marketing and distribution
[ ] Compressed Natural Gas (CNG)
« Constroction ar operation of testing or storage facilities.
»  Transporting, filling, marketing ond distribution
] Liquefied Natural Gas (LNG)
»  Construction or operation of production or processing facilities, esting or storage
facilities and installations,
»  Transparting, filling, masketing ond distribution

P Exclusive power to employ officers, staff, experts, consaltants, advisors and other employees
an such terms and conditions & it may desm fit

b Exclusive powers to decide upon all matiers in s jurisdiction.

#  Develop and enforce performanes and sarvice stangdamds

P Determine in consultation with the Federal Government and the licensces, a reasonable

rate of return 1o the natoral gas licensees.
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Prescribe procedures and standards for investment programmes of the gas utilities and
overses thelr capital expenditure 1o ensure prudence.

Dietermine annually the revenue requirement of gs wtilities covering the cost of gas,
tramsmission and distribution cost and the prescribed rate of return.
Resalation of complainis and disputes betwoen a person and & licenses or between lcensees.
Enforee standands and specifications for refined oil products & notified by the Federal
Government.

Implement such policy guidelines of the Federal Government as ane not inconsistent with
thie provishons of the ChGRA Ordinance
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2.3 Organization Structure

2.3.1 Owrganogram
The Authority is organized as reflected by Exhibit 2.1

Exhibit 2.1

AUTHORITY

Chalrman

Mamber (Qif) Mamber (Gas) Mamber (Finance)

Indamal Audi

2.3.2 Human Resource

DGRA 1% 2 lean arganization with a Nat srscture where emphass is on quality, efficiency and goal-
orenintion, The departments are essentially small ieams of highly motivabed professionals with the
lhare minimum support gtaff. The working environment of OGRA provides optimal challenge o the
employees whereas o sense of responsibility is indoced in them which provides full freedom of
action. (GRA provides a clinste whens people are encouraged wo fully participate in decision making
process. The employee status as on June 30, 205 is at Exhibat 2.2
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Exhibit 2.2: Employees status

Engimezr | 0
Accountants / Financial Aralysis | 10
Lawyors | ..
Admenistrative Evecstives | i
Exeeutive Secretaries T
Suppaort Saff #n
Total L

The officers and staff are recruited strictly on “as required” basis an the terms and conditions as
stipulated in the OGRA Service Regulations notiffed under the OGRA Ordinance. The appointments
are made on mertt through a ransparent and competitive process keeping in view the proviacial
guitas, Recruiting and selecting the right people & of paramount importancs (o the contimeed success
of CGRA,

2.3.3 Capacity Building Project

CiGRA fully realizes the very need of an ongoing training / skill development program for its officials
In order to keep them abresst of lesding regulsiory best practices adopted in different parts of the
World, OGRA's Capacity Bullding Project is duly funded by the World Bank in which US § 1.5
miullion have been allocsted for mstitutional development studies aid 178 § 0.5 million have been
earmarked for various professipnal development trining progrms inside and outside Pakistan.
CGRA also spends sipnificant amount from its own sources on tmining of its officials. During the
syear ander review, 30 officers have attended bocal/in-house training programs and 8 officers have
participated in imternational training programs focusing on best regulatory practices.
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OGRA has also indtisted the following key studies:

i, Owpen Access Common Carrier
ii. Development and Enforcement of Technical and Performance Standards relating to LPG

2.3.4 LT. Orientation

The Authority is anmng et mimimizing the paper load and achieving efficiency through intensive
nse of Information Techmology. (MGRA has estblished two Local Area Compater Networks (LAN)
at its two office buildings. The Compater resounce sharing concept has improved efficiency and
reduced cost of equipment.

QCRA maimtams web portal *www.ogra.org.pk” which has been designed wsing latest and secure
weh development tools, Tt is wser friendly and is updated regulary. Anyome cim access it and reach
OGRA Ordinance, Rules and Regalations made thereunder and its decisions, notifications, tender
notices, job announcements, press releases, list of licensees eic. [nternal communication, normally,
18 done electronically redocing paper load and promoting spead. OGRA s websile {5 among the most
|;|n-|11.|.|ar in the country as during the past ome year over 100,000 wisits were recorded,

Aftah Alam Ehan, At Bxdcative Direckr (IT) & work
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3. Process

The Authority’s decision-making process
The Regalatory frnmework consists of a quasi-judicial Authority for the isuwance of licences, tanff
setting and maintaiming standards of guality of services, therefore, the Autharty is vested under the
Ordinanee and rulea with the power of delivering decisions. The Authosity exercisss the power of
original Jurisdiction in the petitions filed for grant of licences
for various types of regulited activities, and setting of tusiff
which inelude determination of estd 1 and lotal revenue
requirensent of its licensees. In addition te natural gas the
Auwthority has heen empowered to grant licences for CHNG,
LPG ancd LNG refated actnoties. The Authority i also vested
with the appellate power and power to review s decisions
under the ordinance and rules framed thereunder.

All petitions are examined in the light of relevant rubes,
which inter-alia imvolved mieractive proCEss of consultation Chairmin, Member{Cas), Memben(il),
with all stakebolders including consumers through public MemhenFisance] In a pubsdic heaing
hearings. This provide the general public an opportanity to

wvent their feelings on the quality of service provided to them and the utiliy company to pul aeross
its view podnt regarding its conatraing to operaie on the basis of commercial considerations, This
enables the authority to bave a wider range of information on the basis of which it can formulate
its decision, A flow chant describing the functions of the Authority for determination of revenue
requirments and aotification of sale prices i given at Exhibit 3.1,

Exhibit 3.1: Decision Making Process

Hearing to Consider
Adm n of Pedition

*—J

Pubhc Maotice Seeking Public
Commants/ntersentions Commenisiintenventons
]
+*
Public Netice Annowncing .
Programme of Hearing —_— Public Hearing
]
L1
s ; Detarmination of Revenus
Glghiiio *| Requirement by the Authoeity
]
+
Federal Government BB oo b i o
Categorie of Consumers

il & Gas Regulsinry Aathority




4. Performance
4.1 Development of Rules and Regulations

4.1.1 Formulation of Rules and Regulations

Sectwm 41 and 42 of the OGRA Ordinance 2002 requins the Autharity bto formulate Rules and Regulstions
mespectively, to carmy ot its warions functions as provided in the Ordinance. The rules are to be spproved ond
mcitified by the Federal Government, whereas the regulntions are i0 be approved and nntified by the Authomity
sl Oz oof the fasdamental instrumens (e the Matursl Gas Licensing Rules, were framed usder the former
NORA Ondinance and gotified in Febroary 2002, Theses nales wene later protected under the provision of
OGRA Ordinamee, Since its inceptian in March, 2002, the Awthority has put &= place 8 compeehensive negulateey
framework ax described below:

4.1.1.1 Rules

(i) Natural Gas (Licencing) Rules, 2002

Motified Matural Gas (Licencing) Rules, 2002, on February 26, 2002 to provide for the:

{a) terms and condsticns foc the grant, extension, modificatios, ds i
SUSPERSiDn, Teview, nmnd]nmndmrmhnﬂ,urmﬂ.luarum:ﬁ:rud'nhm
inoluding pravisios of infarmatian or reoands;

(B} impasition of fines for contrvention of
the Ordinance, the rules, the regulations
amd terms apd conditions of lboences;

(c] promotion of fair competilion;

{d) imspection and sudis of regulased
activities,

(&) review of the decisions of the Autharity;

(f) abandonment of a regulated activity;

() access and inspection by the Authority
of the regulated activicies and provision 2
:Em&'mmnﬂglhwu mnm nﬁnﬂmlrumn

(1] muﬂzhﬂnﬂymuhirqmﬂnfwmﬂuumnmﬂpt&mmnﬂ
escape of pasural gas from a regulated activing

OFMARCE (i) exiensdon of facilities and services w0 supply nabarsl pas to new areas snd persoes respectively;

Y ) levy of fees;
{k) enforcement of the termec and conditions of licences and decisions of the Awthority.

(1) preseribed spplication forms and proceduretimeframe including pablic hesnngs for grast of a
Neenee Tor regalaied aciivities,
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(ii) Natural Gas (Tariff) Rules, 2002

Motified Matural Gas (Toriff} Rules, 2002, on Mowvember 33, ZM2 to provide for the:

{4)
)
e}
i

{=)

if

®
m
@

determination of paies and 15w for rogulaied gctivitles;

dotorminstion of the revenoo regairoments of tho gas ukilities;

determination and notification of the preseribed prices for retnil consumers of natural gas
notification of the sale prices of nstural gas for consumers s adwised by the

Federal Grovernment under the Ondirece;

obfigatsan of the omoees for charging the comsumens ondy the tariffs as ootified by the
Autharity;

imposithon of fines for contravention of the Ordinance, rules, regulatsons and
determinations of the Authority;

review of the decasions af the Anthonty m nespect of detérmination of roveooe regquiremenis;
levy af fees

prescribed application forms and procedune’imefame incleding public hearings
far determinstion of a tar T applicetion.

(iii) Budget Committee Rules, 2004
Moiified Budgei Commines Rules, 24 on December 30, 2004 o provide for the

&)
L]
]

procedure lor appointment of the Budgel Commilios Members and il operalion;

procedure fior review of the Budget of the Authority;

review of the accoumts of the Authonty and appoimimesi of firms of Chartered
Accountants with the approval of the Auditor General of Pakisumn for the audit
of the aceounts of the Authority,

(iv) Compressed Nataral Gas (Production and Marketing) Rules, 1992

Compressed Matwral Gas {CRG) (Prodoction and Marketing) Rules, 1992 adopted by the Awthority
w.ef March |3, 200% under the Ordirance, The nales provide for the:

(£

(b}

(€]
(d}
(e}
k]
(B

ik}

verme and comditicea for the grant, extension, modificacion, amendmsent, issuance, renewal,
uspomRion, neview, latbon and relssoe, revocation, lermination or rassfie of a leemce

inc hadimg pruvision of mformation or reconds;

imposition of fines for contravention af the Ordinanoe, the rules, the regalations and terms

and conditsons of licences;

m on oof fhir competition;

inspection and audit of regulsted activiies;

review of the decasions of the Authority;

shandonment of & regulated activity;

access and inspection by the Auwthority of the regulsied sctivities and provision of penalties
fior preveming the Authority 1o carmy out isspection;

bewy of fees,
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enforcement of the ierms and conditions of licences and decisions of the Authodiy.
prescribed application forms and proceduses for grant of » lieence for regalated activities.
The revised CNG Rules bave been drafied xnd are in the process of consuliation with the
sasiveholders.

(v) Liguefied Petroleum Gas (Production and Distribution) Rules, 2001

Liguefisd Petroleum (as (Prodwction asd Dissribation) Rules, 2001, sdopied by the Authority w.e.f.
Bdarch 15, 2003 wnder the Ondinance. The rubes provide for tee:

(a)

terms and conditivns far the grant, extension, modification, amendment, issuance, renewal,
suspension, review, canoallntion end neissue, revocation, iermination or ransfer of 2 lioenos
including provision of infarmation or reconds;

impaosition of fines for contravention of the Ciedinames, the rules, the regulations and tenms
and condatbons of licenes;

prrommiticn of fiir corpetition;

inspection and audit of regulsted activities;

review of the decisions of the Authority;

abandonment of & regulsied activity;

aeoess and mspection by the Auchority of the regulated serivities and provigion of pesalties
fior prevesitieg the Autherity to carry out inspection;

levy of fees;

emforcement of the terms ord conditions of Hoences end decisions of the Authority.
Preseribed application forms and procedares for grant of o licenc: for regalsted aclivitiee

4.1.1.2 Regulations

(i) Complaint Resolution Procedure [for Natural (Gas, Liguefied Petroleum
(zas (LPG) and Compressed Natural Gas (CNG)] Reguolations, 2003

Camplami Resolation Procedurs {for Nateral Ges, LG and CRG] Rogalations, 2003, notified on Sepgember
1, 2003, provide for:

(®)  peocedure and timefrome for resolvieg conplaists against the licencess of mtural gas, LRG
aml G and

(b)  procedurs for appeal o the Aathority agaimst the decision of s dolegaien & provided in
Section 10 of the OGERA Ordinance.

{ii) Natural Gaz Transmission {Technical Standards) Regulations, 2004

Nataral GuTm.nmn:m{Tu:hmlStundm‘:k] R‘.Eg;l.lh:lu'u.:,l[lﬂd notified an August 5, 2004, provides

o the: design, comstruction, issting, m e and shand
pipelines.

of retuml gas tansmission
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(iii) Natural Gas Distribution {Technical Standards) Regulations, 2004

Matural Gos Dastnbuton ( Techndeal Standards) Regulatons, 2004, notified on Augus 5, 2004,
prorvides for the desipn, condtnaction, testing, operstion, maintenance and abatidonment of satural
gas distribation papelines.

(i¥) DGRA Service Regulations, 2005

(MERA Service Regulations, 2005, notified on Jamaary 31, 2005, provides for the terms and
condibions of employment and remunerations palicy for staff, consultants and sdvisors of
the Autharity,

(¥) OGRA Financial Repulations, 2005

OGRA Fimancial Regulations, 2005, notified on Jansary 11, 2005, provides for procedures, procsases
aed delegation of fnsscial powers in respect of fnancial managemest of the Authority.

{vi) Performance and Service Standards

Performance and Service Suadands Regulations have been tswed do the licensees. The serviee
sandards prescribe the Bomsees obligations in respect of maintaining quality of gas, reading meiers,
res poniding o comsumer commplaints, ete. The performance standands measare the licensees” efforts

in the areas of consumer sotisfaction, safety, hilling, prowviding connections etoc.

4.2 Natural Gas Sector

4.2.1 Licences

4.2.1.1 Fauji Fertilizer Company Limited (FFCL)

FFCL owns and operates 3 urea fentilizer plants (2 No. ar Goth Machhi, district Rahim Yar Khan

amd 0 Moo at Mirpur Mathelo, distreet Ghotkt) with a ital ansual design capacity af 1.904 million

fons nf]‘r.il]l:d ured. Matural gas soumce for all these pla'rl'bs = Man gas field and same s tansmitted

through FFCL's three owned, maiotsined and operated independent pipelines:

e 16°dia, 48.6Km pipeline-1 from Mari pas field pate to Fauji Fertilizer plant-1, Goth Machhi.
district Rabim ¥ar Khan

& [1d4%hn, 48,1 KEm pipeline-2 from Man gas Geld gate to Faugi Fertilizer plant-2, Goth Machhi,
district Rahim Yar Khan

e 16°dia, 15 Km pipeline from Mari gas fickd gate to Faaji Fertilizer plant, Mirpur
Mathebe, district Ghotkl.
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FFCL filed a petition under provisions of the Odl and Gas Regulatory Authority Ordinance, 2002
and Matoral Gas Regulatory Authority (Licencing) Rules, 2002 for grant of transmiasion licence
specifically for:

“Constnection snd operstion of plpelines slongwith ancillary’ connected facilltles for ransmission of
natural g from Mari gas field o Fauji Fertiliver Coompeny Limited's planl sites &t Goth Machhi, District
Rafim ¥ar Khan, Panjab amd Mirpur Mathela, district Obotki, Sindh for self use on exclosive hasis.”

The Authority, after mmpll.-h.ng due process, in :mmu of its POwETS under the provisions of DGRA
Ordimance, 2002 granied o licence to FFCL on
Tth April, 2003 to undertake the remulated activity
of construction and operation of pipelines
alongwith ancillary/connected fecilities for the
purpose of trmsmission of nutud gos from Man
gas ficld gate to Fauji Fertilizer Company
Limited's plant sites at Goth Machhi, district
Rahim Yar Khan and Mirpur Mathelo, Distriet
Gihotks exclusively for seli use for a period of
thirty years effective from 28th March, 2002,
ihe date of promulgation of OGRA Ordinance

or till the expiry of the Gas Purchase and Sale Liveace in faveur of FFCL bring konded aver by
Apreements between Mard Gas Compary Limited AT

anid FFCL, whichever comes firt,

4.2.1.2 Engro Chemical Pakistan Limited (ECPL)

ECPL operstes a area fenilizer manufneturing complex at Dharki, Distriet Ghatkd in the province
af Sandh which has nmad:q:ucitym‘mﬂwmml lomns pér armarm. Makusal gns'is transmudted from
the Mari gns field gate to its Complex {Fertilizer plant) through petitioner's owned, maintained and
operated 10"dia, 8.8Km and 12"dia, 5.8 Km two gas pipelines

ECPL applied under tlse provisions of OGRA Ordinence, 2002 and Matural Gas Regulatoey Autharity
(Licencing) Fules, 2002 for the grant of loence for constroction and operation of pipelines along
with ancillanyconnected facilities for the purpose of transmission of nutural gas from Man ges fickl
to ECPL's Complex (Fertilizer plant) at Dharki, district Ghetki exclasively for self use

The Authority, after completing due process, in exereise of its powers under the provisions of the
OCGRA Ordinamce granted a licence w0 ECPL on Tth April 2008 10 undertake the regulated activity
of comstruction and operation of pipelines alongwith ancillany‘connected facilities Tor the purpose
of transmission of natural gas from Mari gas field gate to ECPL Complex (Fertilizer plant) at Trharkd,
district Ghotki exclusively for self use for & peried of thirty years effective from 28th March, 2002,
thie date of promulgation of OGRA Ordinanee or till the expiry of the Gas Purchase and Sale
Agreement between Mart Gas Cnmpnny Limuted and E(.'}'L, whichever comes [irsl.
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4.2.1.3 Central Power Generation Company Limited (CPGCL)

CPGCL owme and operates Thermal Power Complex Guddu having total installed capacity 1655
MW, simated on the right bank of river Indus near Guddu barrage, 10 Kilometers from Kashmorne
district Jaccobabad, Sindh. Matoral gas s used for the power complex and transemilted from diffesent
= fields through Fellewing thooe gas pipelines which are owned, madntained and operaied by
CPGCL:-

L 20'din, 60Km pipeling from Marci gas field to Gudda Thermal Power Station (Sara/Sun
gas is aleo injected imto this pipeline st Mar gas fheld).
. 16"dia, 50 KM pipeline from Kandhikot gas feld gate 1o Guddu Thermal Power Siation.

& 16'%m, 56 Km pipeline from SNOPL's compression stafion at Sui gas fizld o Guddu
Thermal Power Station for supply of Zamzama gns,

CPGCL filed a petition under the provisions of the Odl and Gas Regulatory Authosity Ordinance,
2002 arl Mawwral Cias Regulatory Authority (Licencing) Rules, 2002 for grant af a licence for
trangmission of natural g from (i) Mari gas field (5i) SNGPL Compression Station at Sui gas field
(iii) Kandhkot gas field o Central Power Generation Company Limited Thermal Power Complex
Gaddn for self use on an exclusive basis.

The Authority, aiter completing due process in exercise of ik powers under the provisions of the
1l and Gas Regulntory Authority Ordinance, 2002, grantsd a licence on 14,04, 2005 to CPGCL o
undertake the regulsted activity of comstroction and operstion of pipelines alongwith ancillans'eonnected
facilities for the purpose of transmission of nataral gas from {a) Mari gas feld (b) SNGFL's
otmpredsion staison al Sui field and (e) Kandhkot gas field gate io CPGCLS Thermal Poener Station
Ciuddu, district Jaceobabad, Sindh exclusively for self use for 8 penod of thirty years effective from
28th March, 2002, the date of promulgation of OGRA Ordinance or Gl the expiry of the Gas Purchase
and Bale Agreements hetween CPGCL and (&) Marni Gas Company Limited (b) Pakistan Petroleum
Limited () Tullow Pakistan (Developments) Limited and {d) SNGPL, whichever comes first

4.2, Wellhead Gas Price Determination and Notification

Soetion (2} w) of OGRA Ordinance, 2002 empowers the Authority fo determine the well-head gas
prices for the prodwcers of natural gas in accondance with the relevant agreements or contracts, and
notify the same in the official gazete,

Dretermination and notification of wellhead prices basically pertnin to upstream companies which
have been requesting that this function should be performed by the Ministry of Petrolenm & Mabaral
Resources which is regulating the entive upstream sector. Consequently an smendment 1o delete this
power Trom OGRA Ondinance is under process. [n the meantime OCGRA is notifying the wellbead
S T Torr all the matural ppnlﬂm:l:rs m the conmiry, Durinq meyuntmdsm'im,ﬂt:.i.m}rril}'
issued 32 notifications of wellhead gas prices,
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4.2.3 Determination of Revenue Requirement (RR) of Gas Utilities.

Under Section B of the OGRA Ordinance, the Autharty is empowered b determine the RE and the
prescribed price for each category of retnil consumers in respect of ench licensse carmying out the
activities of transmission, distribation or sale of nataral gas,

The RR i the sum of money which would enable a licenses to efficienthy conduct iks business and
earm a reasonable retom on its investment,  The revemes requirement comprises of the following
ITRjOF COMPONEnis:
(i) Cost of gas welthead prices)
(i)  Transmission and distribution cost incloding depreciation.
(ifly  Prescribed return which cumrently & 17.5% in case of SNGPL and 17% in case of S8GCL
on the valwe of thelr ned fized asets in operation.

The coat of gas (&1 wellbead prices)which constitutes over 50% of the 1oial RE of the gas utilites
15 determined in accordance with the parameters contained in the (as Pricing Agreements between
the Federal Government and the gas producers, therefore, any change in cost of gos is practically
a pass through amount. Federal Government has nlse issued (on (MGRAs suggestion) a policy
guideline that the cost of gas of SSGCL and SNGPL should be worked owt on overall averape basis
o keep this major mput cost undform. This adjustesent enswres inter se equity between the two gas
companies, because under the current policy of the Federal (ovemment, uniform sale price is 1
e maintained for each category of consumers throughout the country.

The scratiny by the Authority consequently is mere focused on examining the operating revenues,
operating cost and sssets base. Exhibit 4.1 below highlighes this aspect of revenue requiresmsent of
the twor gas utilithes.

Exhibit 4.1: Major Cost Components of Bevenue Requirement Determined by OGRA

TEE’

- =

= ol T M S |

il & Gax Regulsiory Aathoriby




]
Anmml Report @
2HE-D5

[ aaai]

Under the OGRA Ordinance and Matural Gas Tariff Rules, 2002, the gas utility companies are
required w subimit their Estimaded Revenue Requirement (ERR) fir each financial year by December
1 of the preceding year. These petitions are serutinizad, procesed and decided in sccondance with
the Rules after dus notics in the nationa] press and  giving fall opportunity of being heard to all the
stakeholders including the petitioner and general public. Later, during the financial year, the gas
uwiility companies file review petitions for adjustment in revenuwe requirement to cater for changes
in cost of gas, and other relevant factors vie. sales volume and sale mix. Detesmination of Total
Revenue Regurement (TRE) 15 carried out at the end of the financial year on the basis of audior’s
initialed accounts.

The companics may also fle motion for review against any decision of the Authority under the
relevant provisions of law which provide the grounds en which a review petition can be fled

The Auatharity has decided the following cight petitions of SNGPL and S8GCL, the two integrased
as wtilities operating in Pakistan, during the financial year 2004-05:

Determination of Total Revenoe Requirement for FY 20003-04%,
Review of Total Revense Requirement for FY 2003204
Review of ERR for FY 2004-05,

Determination of ERR for FY 2005-06

Also, the Authority has decided the following four petittons of the two gas utilities during fnancial
year Mi5-06 which are also being inchuwded in this report due to tme lag:

#  Determination of Review of ERR for FY 2005-06.
e  Determination of TRR for FY 2004-05.

* Dty foe TRR for T 200304 kave already hees provided (n te (GRA s Araual
Ripoet for FY 200304 dust fo e fyz,

An important clement in these determinations is the inclusion of deferral sceount to caphare variations
in revenues and expenditures ol the tme of acwalization. This mechaniam enables correct charge
of eost o the present consumer for the services recetved in the financial year; otherwise the foture
consumers would be additionally burdensd with the cost chargenble to current consumers.
Amother important element in these determinations s = ~
disallowance of insurance coverage on account of ©

terroren exceeding Rs. 230 million by OGRA o ihe
Emurpds nl"hl:ing taa "liR]J sl |.n1j1u:l."iﬁ=d t:qi‘n.g in
vigw the minimal value of assessed losses to-date and
imcrease of over Bs. | L0 million om sccount of enhanced
sacurity measures. The policy guldelines have been
sought from the Federal Govermment owing (o the
sensitivity of the issee,

BN
-

Prass conforemce by Mr. Munir Ahmad, Chairman
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An Independent regulator is expecied 1o balance the divergent interests of the consumers, Invesiors
and the Govermment. 1t ks as diffieult & a dght rope walk. Among these interested parties, congumers
are the weakest #nd look towards the regulator for protection from monopolistie attitade, un-
rensonnbleness and cost of mefficiency of the utilities,

OGRA, has taken a conscious decision to abtach primary imperiance to profecting consumers' inferest
while remaining within the Government's policy framework and providing incentives fo entities to
perfiorm optimally.

4.2.3.1 Unaccounted For Gas (UFG) Losses Benchmark

The importance of Unsceourtsd for Gas (UFG) or line losses cannot be over emphaszsed. The very
fact that every percent of LIFG means a loss or gain of over 100 billion rapees per year makes UTG
as one of the most critical areas in the operation of a gas whility. Unfornmately, the control of UFG
was not given its due importance and no serious effor was made by the wtilities fo amest the rising
irend of UPG.

Prior o establishment of OGRA 202, the level of UIFG in SNGPFL and S5GCL hovered m the
range of 8-8,5% of the gas purchassd from producers, net of intermal consumption, UFG was oot
showing 8 declining trend in the real terms. Every time a major volamedric addition was inducted
imto the transmission system of any of the companies, the UFG registered some reduction only
peroentage-wise but nod volumelrcally, as volume of UFG continoed 1o increase. The lemporary
decline recorded in percentage was due to the fact that bulk of additionally available gas supplied
o the large consumers in the power or fertilizer sectors, where due to accurate mensurement on the
ong hand and lack of other UFG inducing elements on the other hand at these locations, there was
practically no incresse in UFG. OGRA was aware of the fact that by vigourlesaly regulating this
relatively ignored activity: the losses could be reduced in a phased program resulting in savings of
hillions ufrupm each year, In consultation with the |.|Iz'|'i|:i=|:I OGRA devised a three }ﬂrimen.ﬁ.v:
based schedule from year 2003-04 1o reduce the UFG from the prevailing level o that at 6.00 %
The targets set by OGRA werns as follows:

2002-03 0%
20134 6.50% .

2004-05 [

6.00%
The targets were fined with the condition that if the companies failed to bring down UG to the
desired level then volumes over and above the targets will be disallowed and will not form past of
operational expenses; hence the compandes will have to bear thede losses from their profits. 1,
however, & company in any financial year browght UFG lower than fixed target it can retain the
savings over and above its guarantesd resurmn, The performance of the twio companies before and
after the application of UFG targets is a1 Exhibit 4.2
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Exhibit 4.2: Performance of SMGPL & S3GCL before & after the application of UFG targets

7.98%

[ 7e0% | 709% | 7.48%
| 7,608 | &, 400G &, 0%

It was observed that even though the two companies have yet to fully achieve the targets set by
OGRA, however, significant reduction has resulted, besides the burden has not been passed over
to the consumers where the companies heve fxiled so moet the targets. The short fall in their revene
requiremeant was met from thelr profiis. As a comsequencs of enforcement of the above mentioned
barppets, dusing the period 2005-2005, an additiona] busden of Ba. 1.6 Billion an gas consumens was
avrided ps the companies absorbed it from their own profits,

To set targets for the years beyond 2004-05, OGRA conducted extensive research in the matier,
which revealed that most of the companies in Morth America have UFG levels below 3%, The
breakup of UG levels being maintained by 32 gas distribulion eompaimes (where majority of i
losses ocour) operzting in the United States of America and having a consumer base of S0.000
castomers or more is given in the Exhibit 4.5,

Exhibit 4.0 UFG level being maintnined by gas distribution compasics in USA

Nimeher
(31 im ok

Source: US Deparimsest of Transportation, Office of Pipeline Safety.
Similarly, the research of gas industry in Australia revealed that the gas distribution companies

operating in that country are maméaiming the UFG at an aveage level of 2.8 % A terribory-wise
stetistics of LIF(G leved {in percentage) is given in Exhibit 4.4
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Exhibit 4.4: Territory-wise statistica of UFG level in Australia

DNew Sowth Wales 1.6 4.2 48 73 T3 15 649
Cucendland [ 27 [62 [en [a3 [s2 |42 [ae
Wostern Australin | 2.4 = (o7 o4 |05 |06 |07
Sowth Austmlia | .6 [39 (29 |43 |22 |43 [47
;n"ﬂll:lrin 15 212 ' 14 25 24 25
Over-all | 28 [10 [22 [27 [27 [30 |29
Australia e | I

Source: Victorian Energy Network Corporation (VeaCorp), Australia.

Keeping in view of the local conditions and constraints, (FGRA has set appropresie UFG bonchmarks
fiar pas whility companies operating in Pakistan with a view to farther mmprove their efficienoy. To
encourage them for striving fo meet the set targed of UFG level incentives have been given to these
campanies in the shape of retaining the saving in case where the UFG achieved i3 lower than the
benchmark sel by OGRA. Consequently, SNOPL and S5GCL have been advised 1o reduoce UFG levels
o 400 % by financial year 200112, OGRA has advised the compandes o gradually bring the LIFG
percentage down tooa level in the perind stated above in accordance with given in Exhibit 4.5,

Exhibit 4.5: UFG Percentage

! H006-07 £.00% : 5405 I
[ o074 6.00% 5.10% |
[ 200808 | 3.30% ! LE ] !
[ BHG-10 | 230 [ 4500 [
[ afio-aeil 5.0 [ 425% |
[ 20112012 5.00% | 0 [

It would be observed that OGRA pow has introduced a new concept of upper limit and a bower limit
of UFG. If the Company's UFG performance is between these lmits then $0% of the revenue loss
has 1o be bome by the Company. In caie, it & sbhove the upper level then Company will have io bear
the entire al the revenue loss. Finally, if Company’s UFG target is below the lower lmmit then the
Compamy ean reap the benefit by retaiming 100 % of the profit over and sbove its gunmntesd return
an assets,
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4.2.3.2 UFG Andit

Unseeounted for gas (UFG) means, in respect of a financial year, the difference between the total
vilarne of gas purchased by the licensee dunng the fimancial year and volume of gas metersd as
having been supplied by the hcensee io its comsumers excluding there from metered natural gns used
for self comsumption by the companies. Since the reduction of 1% UFG, in monetary terms ronghly
equals over Rs. 1.00 Billion of the tao gas utility companies up jo FY 2004-05 and this figure is
likeely to escalaw in futore due to high esles volume and tariff, OGRA in the firet instance conducted
a UFG Audie of the two companses through a comsortivm of tao chartered scoountant firms 1o asoess
the credibility and authenticity of UFG reparted by the two and in case of variance, determine the
petanl UFG in aceordance with the definition of UFG i the Notural (Gas Tanff Rules, 2002, The
ohjectives of the stady were:

“Werification and reconcilistion of gas (VolumeBTUs) purchased from different sources and
transfierned from esch deivery palnt with the gas (Volume B TUs) sold to consumers of tat anes
on a momthly bagis,”™

The comsultants submitied their final report on UFG Awdit in March, 2005 which was circalated i
boith the gas companies for their comments. The companies representated aginst the conclusions
and findings of the Audit Repont which is under consideration of the Authority. A final decision on
the adjustment requiremenis, if any, in respect of UFG for FY 2003-04 in subsequent financial yvears
shall be taken by the Authority in due course, after detailed discussions with them.

4.2.3.3 Review of Total Revenue Requirement of SNGPL & S5GCL
for FY 2003-04

Dhering the year under review, the gas utility
companies filed a metion for review on
Determination of TRR for FY 2003-04, The
Authority refused leave for review to the above
referred petitions smee no new argument o
evidence against the Authority’s earlier
decision in respect of TRR for FY 2002-04
of bath the wiilities was brought fo the aftention
of the Authority.

Hearing of the Anionty

4.2.3.4 Review of Estimated Revenue Requirement of SNGFPL for
FY 2004-05

BMEGPL filed a petition for review of Aathority”’s determination of ERR for FY X004-05, The petition
was disposed iniftially through am interim order dated 23™ December, 2004 and finally on May 03,
20035,
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The Exhibit 4.6 shows comparison of OGRA"s determination (of May 03, 2005) with SNGPL s
request i respect of various components of estimated revenue requirement for FY 2004-05

Exhibit- 4.6: SNOPL's Reguest vis-d-vis CRA Determination of ERR for FY 2004-05

B%, in millson

Particulars SNGPL's [ Difference

Sales Volume (BETL) | 41615 | 476154 o=
Cost af Gas | 66104 65,831 e
Transmission & Distribution | 6646 6,394 (252)
Cost and Others
UFG disallowance | - | 38) 26)
Depreciation | 3915 1813 {1023
' Return on net operating fised | 5,895 | 56 G
asscls
Total Revenue Requirement | 62560 | K108 (47
Totnl Revenue Availahle | TBITE | TRIT | 39
Shortfall | 4382 271 (1511

The Authority determined the shortfall in estimated revenue requirement of SMGPL at Re, 2871
million for entire FY 2004-05 os againat shortfall of Re. 4,382 million claimed by SMGPL. The
Authority observed that the nataral gas consumer prices for FY 200405 have to be nevised if the
shortfall in the revenue requirement is to be recovered, Since conswmer prices cannot be revised
retraspectively, the Authority decided to recover the shortfall in the remaining six manths of FY
2004-0:5 resulting in an increass of Re. 12.01 per MMBTU in average prescribed price wee.§ January
01, 2005 a3 against the demand for increase of Rs. 18.34 per MMBTU (worked ot on six month's
volome 238,991 BBTU), graphical represemtation of which iz in Exhibin 4.7.
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Exhibit 4.7: Increase in Average Preacribed Price of SNGPL for FY 2004-05
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4.2.3.5 Review of Estimated Revenue Requirement of SSGCL for FY 2004-05

S80G0CL filed a petition for review of Authority's determination of ERR for FY 2004-05. The petition
wis disposed initially vide Authority’s interim order dated I?dl December, 2004 and ﬁmj'l}' om klay
03, 2005,

The Exhibit 4.8 shows comparisen of OGRA"s determination (of May 03, 2005) with 85GCL's
request in respect of varions components of estimated revenue requirement of S8GCL for
FY 200kd=015.

Exhibit 4.8: S8GCL"s Request vis-i-vis OGRA Determination of ERR for FY 2004-03
Rs. in Million

Particulars 3 L's A DnTerence

| Sales Volume (BBTL) 323,037 323,037 :

|CostofGess (4434 | 4467 | 243

| Trunsmission & Dhstribution 4,227 4,331 104

| UG disallowanse [ - | (223) |
Depreciation 2326 2,295 (21}

[ Retarn on net operaring fxed sssets | 2,956 [ z3m [ (zam

| Totml Revenne Requirement [s3m33 | sa677 [ (sa)

[ Total Revenoe Available [sL718 | sigel [ @n

| Sharthall | z115 | 1,980 T
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The Authority determined the shortfall in estimated revenws requirement of S8GCL ot Rs. 1,986
million fior entire FY 2004-05 as against shortfall of Bs. 2,115 million claimed by SSGCL. The
Authority abserved that the natural gas consumer prices for FY 2004-05 have to be revised {F the
shorifall in the revenue requitement is to be recoverad. Since consumer prices cannot be revised
reﬂ'm;_pﬂ:i-.'cly, the Authority decided to recover the shortfall in the rﬂm'rning six monihs of FY
H004-0F resulting in an increase of Rs. 12,55 per MMBTL in average preseribed price w.e.f Tananry
01, 2003 ag against the demand for increase of Rs. 1337 per MMBTL {(worked out on six month®s
wolome 158 246 BETU). Graphical repeesentation of increase in avesape prescribed price s in
Exhibat 4.9,

Exhiibit 4.9: Increase in Aversge Prescribed Price of 85GCL for FY 2004-05

iaar
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Vb by M Sadbarity
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4.1.3.6 Determination of Estimated Revenue Requirement of SNGPL for

FY 2005-06

SNGPL’s petition for determination of ERR. for FY 2005-04
was decided by the Authority on May 20, 2005, Exhibit 4.10
shows comparizon of CGRA's determination (of May 20, 2005)
with BNGPL s request m respect of vanous components of
estimated revenue requirement of SNGPL for FY 200506,

P, SMUAPL weith his tesm
in the Pebiic Hoaring
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Exhibit 4.10: SNGPL"s Request vis-d-vis OGRA Determimation of ERR for FY 2005-06
Rs. in Million

Particu

| Sales Volume (BBTU) | 499479 | 490479 |-

]
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4.2.3.7 Determination of Estimated Revenue Requirement of SSGCL for
FY 2005-06

SRGCL's petition for determination of its ERR for Y 2005-
06 was decided by the Authority on May 20, H005. Exhibit
4.12 shows comparison of OGRA"s determination (of May
20, 2005) with S3GCL s request in respect of various
companents of estimated revense requirerment of S30CL
fior FY 2005-06,

M, B5GECL with his deam ia the
Public Hearing

Exhibit 4.12: S5GCL s Request vis-d-vis OGRA Determination of ERR for FY 2005-06

Rs, in Million

| Cost of Gas | T7m6 | T '
Trnsmission & Distribation Cost 6,911 6,823 I (B8
| and Crbers . . |
UFG disallowance {5.58%) UmEs | am
s e Tas | 6
| Return on net operating fxed sssets | 6,141 | 5,440 | sy
[ Total Revenue Requiement | 94,392 | 93,355 [ L
| Total Revenue Available | BTk | msen | sy
Shartfll £,404 4727 (1677)

Since the determination had to be made on provissonal basis as it wes being made in advance and the licensee

had submiited estimated revenues and expenditure, the Authorty

bished o deferml

OITCTUNCrg

o Bs. 380 Million in the revenue requi of the li 1o capl wariations to the: jestified extent while

Particulars

aetualizEng at the closs of the year,

The Authority determined the nerease in the average prescribed price of SNGPL # R 9.46 per MMBTL
a3 agminst increase of Bs. 12,82 per MMBTL requested by SNGPL to meet its revemoe reguirement fior FY
2005-06, which sheoes decresse of Rs. 3.36 par MMBTL) in sverage prescribed prices, graphical representation
of which is given in Exhibit 4,11.

Exhihit 4.11: Increass in Average Prescribed Price of SNGPL for FY 2005-06
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Sales Volume (BETL) 338,945 =
CoptofCes 53438 =
Transmission & Distribution 4,556 140
st and Cthers | | | [
UFG disallowanes L(6.00%6) | (130)(5.75%) | ({130
Depreciation |28 | 274 |
Return on net opersting fied nssets| 3643 3,300 | 54D

Total Reverue Requirement | 64323 | EAATH L e

Tudal Revenue Available L6121 | 61390 L (269)

| Mot gA ) SR e

The Authority established a defierral account armounting o R, 350 Million m the revenue requirement
of the licensee to caplure variations o the justified extent while actualizing at the close of the year,

The Authority determimed the increase in the averape prescribed price of 35GCL at Rs. 7.34 per
MMBTU as against increase of Re. 10004 per MMBTU requested by S5.GCL to meet its revenus
requirement for FY 2005-06, which shows decrease of Rs. 2.70 per MMBTU In average prescribed
prices, gruphical representatzon of which i given in Exknbat 4.13,
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Exhibit 4.18: Increase in Average Proscribed Price of 880GCL for FY 2005-06
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4.12.3.8 Review of Estimated Revenue Requirement of SNGPL for
FY 2005-06

SNGPL filed a petition for review of Authority’s determination of ERR of the company for FY
2005-06. The review petition was disposed vide Authority's determination of Ccrober 12, 2005
Exhibit 4. 14 shows comparison of (3GRA's determination (of October 12, 2005) with SNGPL's

review pelition in respect of various componaets of review of estimated revenws requirement of
SMOPL for FY 2005-06,
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Exhibit 4.34: BNGPL's Request vis-i-vis OGRA Determination of ERR for FY 2005-06

Es. in Million

Sales Volume (BETLY) 499,479 499479 =

Cast of s TT036 1036 -
Transmission & Distribution | 7,008 | &7%4 | s

Cost and Others | i |

UFG disallowanes (5.58%) (108) {5.70%) (108)
Deprocistion lazm | a== | = 1
Rﬁl:nnom net opeTating ﬁxl:dmﬁ.#‘l-% | :5,444- | -

Total Reverme Requirement 03,714 E3 355 {350
s s b | s i
A Bi e o

The Authonty reviewed the anaccounted for gas. (LIFG) target of 5,75% amsd re<fixed the kwer UFG
target at 5. 70% and upper UFQG target at 6.00% for FY 2005-06. HR cost benchmark was also
reviewed by indexing FY 2004-05 (base year). HR. cost fo increase in number of consumers {60%
weightage}), trangmisgion and distribution network (20% weightage) and gas eales volume (20%
wedghtage), as well as allowing $0% effect of inflation. These adjustments resulted m additional
cost of Rs. 210 million which was set-ofT against the provasion of defermal account withoul any
revisiom in the prescrbed prices already notified by the Awthonty for FY 2005-06, thereby mainmining
the revenue requirement af s, 93,355 Million as determined under the Authority’s earlier decision
dated May 20, 2005,

4.2.3.9 Review of Estimated Revenue Regquirement of SSGCL for
FY 2005-06

S8GCL also fled & petition for review of Authority's determination of ERE for FY 2005-06. The
petition was disposed vide Authority's determination of 1910 October, 2005,
Exhibit 4.15 below shows comparison of CRGRA’s determination {of 19tk October, 2003) with
S8GCL's review petition in respect of various components of review of estimated revenue requirement
of SSGCL for FY 2005-06.
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Exhibit 4.15: BSGCL"s Request vis-d-vis OGRA Determination of ERR for FY 2005-D6

Rs. in million

Sales Viodume (BETLT) 338,545
| Cost of Gas | 53834 :
Transmission & Distribution 4,551 (459)
| ‘Cost and Others [ | |
UFC disallowance {005 {446)(5. 70551 {846}
| Depreciation [ zma | 27a | 3
| Renurn an net operating fixed autts | 1303 . 3,3 I {2)
| Towl Revenue Requirement | 64,802 | 6555 | (247)
| Toeal Revenue Available | 63,610 [ 63,855 (245)
Shostfall / (Excess) 1,192 - | ey

The Authority reviewed the LIFG target of 5.75% and re-fixed the lower LIFO target at 5.70% and
wpper UFG target at 6.00% for FY 2005-06, HR cost benchmark was also reviewed by indexing FY
2004-03 [base year). HR cost fo inerease in namber of consumers (60% weightage), transmission
and distribution network (20% weightage) and paa sales volume (20% weightage), as well as allowing
5006 effeet of inflation, The Authorty decided to set off the overall impact of adjustment on account
of oither mcome, cost of gas, revised H.R, cost ond revased LIFG henchmark, lpinst the defirral
account and determined the revised revenue requirement of SSGCL for FY 2005-06 at Bs, 63,855
million with no change in the already notified prescribed prices.

4.2.3.10 Determination of Final Revenue Requirement of SNGPL for

FY 2004-05

SMNGPL"s petition for determination of its final BR for FY 2004-05 based on auditors’ initiaked
aseounts was decided by the Autharity an 200 Septemmber, 2005,

Exchibit 4,16 shows comparison af OGRA': 4 instion (of 200 Septeniber, 2005) with SNGPL's
requaest in respect of various components of final revenue requirement of SNGPL for FY 200405
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Exhibit 4.16: SHGPL's Request vis-a-vis D0RA Determination FY 100405
Rs. in million

Fartbculars

Sales Volume (BETU) 505,543
Cost of Cins | 1,0

Transmission & Distribution | sa16 (59)

Cost and Oihers

UFG disallowance | {6.86%) EI26E0P | (612)
Degetintion T 365 | @

‘Retum an net operating fixed assets . 5,337 a7 | 9w

Tatal Revenue Requirement | geom 8489 (603)

Tatal Revenue Available | #6,512 | Hi, 670 | {158}

Excess [ | (181 | (761 '

The Auvthority dissllowed the cxcess UFG above the 6% tanget and also made some adjustments in
the operaling revenues & operating expenses. As a result thereof the average preseribed price of
SMGPL was reduced by Bs. 2.33 per MMEBTL as apadnst decrease of Rs, 083 per MMBTL requesied
by BNGPL 1o meet its revenue requirement for FY 2004-05. The saving resulted in a surplus
amounting to Rs, 1,330 million which was mopped uwp a5 Gas Development Surcharge.

4.1.3.11 Determination of Final Revenue Requirement of SSGCL for
FY2004-05

SRGCL"s petition for determination of its final RE for FY 2004-05 was decided by the Authority
an 2237 September, 2005,

Exhibit 4.17 shows camparison of CRGRA"S determination (of xamd September, 2005) with S8GCL's
request in respect of various components of final revenoe requirement of $50GCL for FY 2004-05.
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Exhibit 4.17: S3GCL"s Requoest vis-d-vis OGRA Determination of FRR for FY 2004-05

Es. im mallion

Particulars
| Sales Vilume (BETLN | 320358 | 329,330
| Cost of Gas | as813 | 46813 | -
| Tramsrmission & Distribution 4223 4,104 (e
| Coost and Others [ | [
| UFG disallowance [(PABYW) | (604W600%) | (604)
|Deprecistion | L8 | P o N R )
| Return on net operating fived assets | 2776 | 2766 | {10}
| Total Revense Requirement | ssoeq | s5043 | (ESD)
| Tetal Revenue Available | S5m0 | S5000 |
| Shortfall | o 43 | (ESL)

The Authority disallowed excess of LIFG over the tnget af 6% and mide other dowmrward adjustments in the
operating expenses, Consequesily the increase in the sverage preseribed price of SSGCL was determined
1 Bs. .43 per MMBTL as agairs! increase of Ra. 3.02 por MMBTU requésted by SSOHCL b0 et s revemse
requirement for FY' 2004-05. Tt resalted in the docroase of Bs. 2.5% per MMBTL in average prescribed prices
ar in other words reduced the impact on Gos Development Surcharge by Rs. 1,745 million, graphical
represendation of which is given at Exhibit 4.18,

Exhibit 4.18: Isereaso in Average Prescribod Price of SSGOL for Y 2004-05
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4.2.4 HR Cost Benchmark

The Autharity observed thal the HR cost has imcreased sharply during te last ten years, The Autharity
hod earlier directed the wmtilities to link the HRE cost to the following |1|'i1u,"i;1-|n:

w  Increass in productivity

w»  Prevailing domestic inflation rate

o Comtrol on overlime expenditune

a  Control an sbuse of medical facility
™ Riahtui:':ing ol manpireer

In order to arrest the abnormal increass i HRE cost and with a view 1o minimize micromanngement
of both the wtility companies, the Anthority has mtroduced on an experimental basis for a period
of 3 years, i.e. 2005-06, 2006-07 and 2007-08 the benchmark HR cost in order to protect the interest
of the consumers and incentivise the licensees (o strive for optimizstion of its human resource. The
Heensees will be allowed lo redan 50% of the saving i the actual HR cost at the time of TRR of a
financial year is lower than the benchmark cost and, conversely, wonlbd bear 500 of the expenditure
im excess of the benchmark. The operation of a benchmark will mnke regulstory ntervention mane
predictable and obviate the need to scratinize micro details, which should facilitate the petitioner
to introduce prudent management policies making the utilities more efficient. The benchenark has
been sel by indexing the base year FY 2004-05 HR cost to increase in number of cansumers (60%
woightage], transmission and distribution network (20% weightage) and gos sales volume (20%
weightage), ns well as allowing 50% effect of respective years inflaticm.
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4.2.5 Summary of Revenue Requirements

The determinations of Revenue Requiremenis of gas ufilities by the Authority are based on the
principle of allowing only prodent snd justified operating & capital expenditure and with a view
1o increase operstional efficlency combdmad with better quality servies 1o consumers. These meagunes
have resulted in a cost reduction of about Ra. 4.3 ballion in fowr yvears, benedil of which has been
passed on b the consumers and Government, Exhibits 4,19 and 4.20 show item-wise behavior of
per MMBTU cost of major elements of the revenue requirements of SNGPL and $8GCL.

Exhibit 4.19: Summary of Revenue Reguirernent Hisborical Coenparison S Morthern Gas Pipelines Linated
Rs. per MMBTU

LCTUAL
224,187

| Volume {BETL) |
Cost of gas 6. 70

| T&D cost and 25,75

| depreciation | | | |

| Betan on mscts | 1362 | S T - S 5
Cther income 474 | |
Averape 131.33 150,49 164.93 183.07

| Awerage Sale Price 19081 | 15066 16756 | 18308
Gas Development 948 T | 263 0.0l
Surcharge

ot oo g shall be geliwaned o the Boasiz of expecied well bead prices gffecnive ar Samaary, 2006,

Laying of transmission gas pipeline
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Exhibit 4.2 Summary of Revenue Reguirement Historical Comparison Sui Southem Gas Compay
Limnibed

s per MMETU

1
Volume (BETL) 240,064

e e
T&D cost and depreciation . 2084 1640 | 1689 | 19.53
Rietarn on assets | 1035 | 83 |  #40 | 97
Oither income | @dmy | (561 | &) | (05

| Avernge Prescribed Price | 13936 | 14362 2| 13939 | 17040
Avernge Sale Price 145.20 152.45 165.10 183.47
Giag Development | | [ [

Surcharge 584 BRI 53 5497

iy o s #hall e oclfursed om the by of expecied well hend prices effecrive Lo Sanwary, 200

Exhibit 4.21 shows the total revenoe requirement demarnded by both the utilities and saving w
consumers owing o OGRA S intervention.

Exhihit 4.21: Surmmary of Cost Reductions Bepefiting the Consumers

(Rs in million)
20013004 IS 2IMES-Df
) ) | SNGPL | 88GCL | SNGPFL | 55GCL | SWNGPL | 85GCL |
Demanded | 66464 | 46857 | B2560 | 5333 | 94392 64,522 |
Allowed | o, (i | 46,363 | BI,088 | 53,677 | 93,355 | 63,855
Saving | 5| 4@ | 041|186 | LT ew |
Totzl Savings | HET | 1,628 [ 1,704
Bavings 120 204 203

(R MMATLY

4.2.6 Cost of Gas

The gost of gas comprises over B0% of the tot prescribed price of the two wtilities, Since the cost
of gas has been mpidly growing over thess years it hns therefore necessitated increase in the prescribed
prices of the utilities. In FY 2005-06, increase on account of cost of gas alone is higher than the total
HVErARE increase in prescribed prices.

The cost of gas which 15 lmked Lo the intemations) crude oil prices has been mercasing for two mam
TRASDNS;
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Firatly, the average price of crude / fuel oil incressed by almost G8% in the kast three years i, from
US & 24,1635 per barrel in 2002-03 to US § 40.6933 per barrel in 2005-06. Averape price of crwde
oil during the period Jume 2004 to November 2004 was LS § 38,0562 per barrel whereas it increased
tor U5 § 40,6933 per barrel during the period November, 2004 to April 2005 showing an increase
of T within f momths.

Secondly, the proportion of gas from new gas fields is increasing, cost of which is pegged to the
price of adl in the intermational markets as compared to some of the major old flelds like Sul whose
production sttracts a considernbly lower price.

4.2.7 Motification of Prescribed and Sale Prices (Natural Gas Sector)

Under Section 8(3) of the OGHRA Ondinanes, the Authority is required (o notify the Prescribed Prices
for gach category of consumens for natural ges of both the gat companies in onder o enahle each
licenses to avhieve the revenue requirement ns determined by the Authority, Daring the year under
review, the Authority issued four notifications of Prescribed Prices in respect of FY 2004-05 and
FY 200504,

Pursuant to the provision of Section 8(3) of the OGRA Ondinance, the Federal Covernment advised
the sale prices for various calegories of consumers, after adjustment of as Development Surcharge
in the Preseribed Prices determined by the Awthority, The Authority notified these sale prices on
Jume 30, 2004 which remained effective from July 01, 2004 1l Feb 01, 2005. The sale prices were
then revieed effective from Feb 02, 2003, The Awthority also notified the sale prices on 3th June
2003, effective July 1, 2005,

4.2.8 Uniform System of Accounts

OGRA had notified (Uniform Accounting) Regulations, 2003, on Febreary 17, 2004, which have
become effective July 1, 2005, pursuant to Secton 8{2)c) of the OGRA Ordinance, 2002,

The uhilities are now obligeted to file sepambe accounts on quarterly, semi anmually and annunl basis
for transmission, distribution and sale activities thereby resalting in effective ring fencing of its
operations. The separation of accounts will enable OGRA to compare performance of these utilithes.
with gas utilitles operating ln diffenent parts of te World. This will alse ensure effective companability
of S5GCL and SNGPL owing 1o uniformity of socounting palicies,

4.2.9 New Tariff Regime

Unider the existing regime, SSGCL and SNGPL are entitled to & returm of 17% and 17_5% respactively,
on avernge nol aperating fixed wssels before tax and fnancial charges. Thens wene growing concerns
from different stakeholders that the existing rate of return is o high keeping in view fhe low
prevailing inflation mee. Alse the existing regime does not incentivise the ufilities to improve their
elficiency / productivity, since it is based oo a cost plus mechanism.
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The ewisting regime was agreed upon by the Government of Pakistan as part of loan covenants with
the Asian Development Bank (ADB) and the Workd Bank. ADE loan agreement has already expared
i June, 2005, in case of S3GCL. World Bank loan agreement m ease of SNGPL will be expiring
on September 011, 210,

The Authority instituted a study for determining reasonable mie of retumn in consultation with the
Federal Government and the wtilities parsuant to Section S(2)t) of the OGRA Ordinance, 2002, The
stisdy was gwarded to Beonomic Consulting Associates (ECA), Londoa afler competitive/international
bidding. ECA submitted its final report in May, 2065, in which it has made the Tollawng
recormmendations:

Return on asset regime should be weed initially with a gradual shift to revenus cap regime.
Introduaction of incentive oriented benchmarks on capital and operating expendinares.
Clear bifurcation of allowable and non-allowsble cosia be adopted.

hilities showld be rewarded/penalized for their efficiencies’ inefficiencies.
Won-unifirm gas sale pricing be introduced.

Caleulation of Weighted Average Cost of Capital (WACC) on Capital Asset Pricing Method
(CAPM).

Separate tariffs for transmisabon, destribution asd supply.

Yearly revalmtion of operating assels in line with mlation.

Hectoral cross subsidies io be eliminated over time.

Advance determination of Gas Development Surcharge (GD¥S).

Adjustment of the real rate of retumn with inflation.

Adoption of US based risk factors.

The Authorty has completed m-depth and exhaustive analysis of the ECA"s recommenidstions and
has formulated its own set of recommendations pertaining fo proposed tanff regime which have
duly been circulated to the stakeholders. Consultation sessions with the stakeholders are expected
o be carried out in December, 2005, after which the Anthority will finalize its recommendations
and submil the same 1o the Government of Pakistan for fts approval.

4.2.10 Approval of Agreements

Under the Natural Gas (Licencing) Rules, 2002 a licenses is obligated to:

& Refrain from entering inlo or amending any supply contract of a quantity greater than 5
MM=cfd of patural gas unless it has been approved by the Authority.

e  Refrain from entering indo or amending any contract material to a regulated
sctivity with a producer of natoral gas unbess it las been spproved by the
Antharity.

The following agreements of two gns utilities were received and approved by the Authority after
MIECCESATY [HOCESE-
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i) Gas Sales Agreements between Producors and Licensees

o Side letter to Badin-1 GSA and the Heads of Agreement between BP Pakistan and S5GCL
‘Maimat Bas] C8A for extended well test (EWT) period between Orient Petroleum Inc.
{0PT) and SSGCL

G5A for Sui gas field between PPL & SNGPL

Zarghun South GSA between Mari Gas Company Limited and SSGCL
Amendment to GS5A for Sawan pgas phasze-1l1 between OMY and SNGPL
Extension of (G5A between MGCL & S50GCL

Amendment Mo, 1 to Sawan G5A between OMY and S5GCL

Amendment to Mazarani GSA between PPL and S8GCL

Amendmeni No.3 to GSA for Miano field between OMY and SSGCL
Amendment to Metering and Allocation Agreement betwesn ENT and OMY and SSGCL
Draru field GSA between OGDCL amd S5GCL

i) Gas sale/supply Agreements between Licensees and retail consumers:

Amendment of GSA between SSGCL and Habibullah Coastal Power
SMGFL and DG Khan Cement, distriet DG Khan

Amenclment m G5A bebween SNCGPL and Libery Power Limited

SMGPL and Gharibwal Cement Limited (old)

SMNGPL and Gharitvernl Cemens Limited (new)

SMGPL and Fecto Cement Limited

SMGPL and Fauji Cement Company Limited

SMNGPL and Sasdi Cement Limsted

SMGPL and Askari Cement Limited

SMNGPL and Pak Arab Fertilizer

EMGPL and Bestway Cement, district Chakwal

SEMGPL and D.G. Khan Cement, district Chakosal

SMGPL and Chakwal Cerment

MGCL and Fatima Fertilizer Company Limieed

Supplemental G5A between MGCL and Fawji Fertilizer Company Limited
SSGCL ond DHA Cogen Limited (D}CL)

SMGPFL and Kohat Cemernt

SMGPL and Dawood Hercoles Chemicals Limited

4.1.11 Expansion in Transmission & Distribution Networks and
Development Projects in Gas Sector

The financsal vear 2004-05 was o year fiall of activity fior the two
pas utility comnpandes ag Tar as expansion in the trassmision and
dusiribution metwork is concersed. DORA granted firmal approval
of Project-VTIT (P-%1I1}, C-Leg Augmenlation Plan and Lachi-
Shakardara Pipeline Project to SNGPL. Similarly, S50CL was
granded formal spproval for undertnking its copétal intensive Gas
Infrastructere Rehsbilition and Expansion Project-11 (GIREP-IT),
with goime snodi et onsamendments,

Zand blasting of pipeling
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S50CL. had subemitted its BhtBape-Komachi Terminal Pipeline Project to (GELA under Mutural (Gas Licensng
Rule, 2002 seeking spproval of the Autharity for embarking on this tramsmission project. In addition o this,
[ASGCL had submitted o OGRA s Quetia Pipeline Capacity Expansion Project- 111 and also 24 inches
Deameter % 14 Km Loog ling firom Masu o HOS{Hydemabad),

Brief details of these infrastnacture projects of SNGPL and SSGCL are described below:

4.2.11.1 SNGPL's Gas Infrastructure Development Project-YIII

In February 2004, SNGPL submitted an application to OGRA for approval of its Project-VIIL
designed 1o abaorb additional volumes of gas to the tune of 330 MMcfd which became avallabla
Trowm SouIrces vie. Quadirpur, Sawan, Kandhkot, Rehrmat, ete. The iolal estimsted cost of the progect
was aver s, 5,618 Million inchuding Rs. 1,360 Million ns Foreign Exchange Companent. About
162 miles of transmizsion lines were o be constracted in the range of 16 inches to 36 inches dinmeter
at the same time approximately 57 miles of transmission lines (167 to 24™ inches diameter) were
o be uplified. The project components of Project-V1II are as follows;

) 16.48 Miles of 36™ diameter Pipeline from Bhong (ACTX) to Rahim Yar Khan off ke
(AVT).

by 15.83 Miles of 36 dinmeter Pipeline from Uch Sharif (AC4) to Sathuj OFF takes (AVI5)

c) 14.90 Miles of 36" diameter Pipeline from Shujabad (AS) to Sikandarabad (AV22).

d) 17.00 Miles of 36™ diameter Mpeline from Sikandsrabad (AV22) to Multan (ACH)L

£} 16.19 Miles of 36™ diameter Pipeline from Qadirpur Rawan (AV2Y) to Kabirwala (AL

f} 5,50 Miles of 30 diameter Pipeline from Faisalabad (MP 160) to Galli Jagir (CC3),

Consinection of tramsmission pipelne in progress
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g) 13.35 Miles of 24" diameter Pipeline from Faisalabad (A11) to Khurianwala (BV3),
h) 11.47 Miles of 24" diameter Pipeline from Manawala (BC1) to Bhiki (BZ).
1) 2200 Miles of 16" dizmeter Pipeline Mubarak Injection Potnt.

it 1600 Miles of 16" diameter Pipeline from Burhan to Hattar (uplifted Pipe).
k) 33,55 Miles of 16" diameter Pipeline Kandh Kot- Guddu Crossing.

1} Compression

m) SCADA (Transmission).

Alter detsiled evaluation, the Autbority formally granted spproval of P-VI1 o SMGPL in Decermber
2004 at an estimated cost of Rs. 4,285,87 Million with some deletions and disallowances where
prudence of investments was not established in the light of design parameters or the assumptions
on which the project was based. SWGPL was initially not able fo justify construction of 1 700 Mibes
of 36" diameter Pipeline from Sikandarabed (AVZ2) to Multan (ACH) as proposed in P-VII1, so this
was pended by the Authority. Similarly, installation of & new compresaor station at Sahiwal (NC-
1y wag disallcrwed being & premature investrent keeping in view the current demand‘supply scenario,
need nssessment and prudence, During FY 2004-05 the Company was nhle to complete major
activities of this project at a cost of Rs. 340800 Million. Prudence and need justification of incurmed
caponse was examined by OGHA at the completion of the vear. [ view of the requirement for
shifting of gas load'demand from power to domestic during peak winter momnths, the above pended
pipeline (AV22-ACH) was considered prudent and accordingly, the cost of this line was linally
approved by the Authority at the close of Y 200403,

4.2.11.2 SNGPL’s C-Leg Augmentation Plan

SMGPL submited an 2181 July 2004 a request for approval of constraction of transmission lines
under C-Lag (Faisslahad-Tskumahad) Augr iom Plan al an estimated cost ol Bs. 1,150000 Million
to the Authority. The C-Leg Augmentation Plan comprised the following three pipeline components:-

a) 19.50- Mile 18" diameter Phullarwan-CC1 Line {Uplifted).
) 22, 00-Mile 30 diameter A1 (Faisalabad)-Chenab Crossing,
) 1RO Mile 307 diameter CC1{Haranpur-C4 [Chioz Saiden Shahi.

The concephaal design of the plan is to replace the existing 12" diameter pipeline with 307 diameter
pipeline from Faisalabad (411} 1o Chenab crossing and alsoe from Haranpur (CC1) jo Choa Saiden
Shah (C4) covering a distance of abowt 40 miles. Moreover, 19.5 miles of 16" diarmeter to be laid
from Phullarwan io Haranpur using uplifted pipeline from Multan.Faisalabad Section, The addition
of 167 and 307 diameter pipelines in the proposed plan was to help meeting the avernge winter
month lond, besides improving the operational safiety on account of replacement of 127 dinmeter
old pipeline.

O the bass of the in-house evahstion, the Authorty femally granted spproval of C-Leg Asgmentstion
Plan o SNGPL in Qctober 2004 ar a provisional cost af B, 1,150 Million, During FY 2004-05, the
Company bas been able 1o suceess fully complets the project in time 21 an incumed cost of Bs, 1,006
Million.
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4.2.11.3 S5GCL’'s Gas Infrastructure Hehabilitation and Expansion
Project I1 (GIREP-IT)

In My 2004, S Southerm Gas Company Limited (S50CL) submitted an application to OGRA
secking approval of the Awthority for underinking Gas Infrastructare Rehabilitation and Bxpansion
Project 11 {GIREP-11). The project eorvisaged to cater for 175 MMicfd of additionnl gas to be injecied
into the system from Khipro, Sanjhore, Miano and Sawan gas ficlds along with provision of gas
from newly discovered Zarghoun gas fiekds 1o Quenta. This would enhance the system capacity up
o 1,375 Mbchd till the year 2007-08 with extension in distribution and transmission network by
183 miles, The cost of total GIREP-1I &= Bs. 15,510 Millicn. This project comprises nine components
which have been divided into the following three broader categories:-

» Catepory — I: Projects in hand.
s Category — 11: Progects beédng initebad.
s Category - 111: Projects under planning/conceptund stege.

The category 'Projects in hand” contains those projects which are alveady initinted and the estimased
cost thereof is Rs. 926.77 Million. This inckudes the following projects;

(1) W diameter x 9 km bypass to 16™ ILBP from HQ3 to 5MS Sindh University.
(i) 18" dinmeter x 14 km bypass of Quetta pipelines lnid in Dingrn Mallahs.
(i) 16 dinmeter % 15 km 3rd Supply Main at Hyderabad.

The category ‘Projects being initiated" meludes thode peajects which are to be mitiated to meet the
mereasing gas demand and the propected cost s 4,961.00 Million. This category comprises the
following projects;

a) 24" diameter = 116 km Sanghar — Hyderabad — Earachi pipeline Phase - L
by 24" dismeter x 83 km Sanghar — Hyderabad — Karachi pipeline Phase - 11
c} 127 diarmeter x 68 km Zarghoon Quetta pipelne.

dj SCADATebemetry,

Finally the category ‘Projects under planning/conceptual stage’ consists of those projects which are
at the planning and conceptusl stage and 1o be inftiated on requirement basis and at an estimated
cost of Rs. 9,622.00 Million. They are:

e 24" diameter x B6 km Sanghar - Hyderabad - Karachi pipeline Phase - III.
= 30" diameter x 208 km Downstream Bajam loop lines on IRBP,

On the basis of the in-house evaluation, the Authority gramted approval of all the project components
of Category-1 and of serial no. (a) and (d) of Category-11 &l a lotal estimated cost of Bs. 3.309.00
Million, The a.pp'rn-ra| of progect components at serial no, (b and () nf'{'.al.r.gwy-fl was held m
nbeyance owing to requirement of the government policy guidelines. Therefore, the matter was
referred to the Federal Government, At the end of FY 200<4-03, the Company completed the following
projects at an incurred cost of Ra. 1,964,090 million:-
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&) 30" diameter x 9 km bypass o 16" ILBP from HQ3 to 8MS Sindh University.
by 18" diameter x 14 km bypass of Queita pipelines laid in Dingra Nallahs.
€] 247 diameter x 116 km Sanghar - Hyderabad - Karachi pipeline Phase - [
d} SCADATelemetry,

4.2.11.4 Bhit/Bajara - Karachi Terminal on IRBP

This project was reflected by $5GCL in its GIREP-11 under Category<I11, ‘Projects under
plamningconcepiunl stage’, The originally proposed pipeline diameter was 507, however, later on
the diameter was revieed as 24" upon deliberation by OGRA, keeping in view supply/demand
scenario. The estimated cost of this project was dovnwardly revised 1o Rs. 4,724 Million.

SSGCL sabmitied this project in Febraary 2003 for approval of the Authority. The loop line has
been designed 1o absarb 240 MMCFD gu.x addisonally available from Zamama (150 \'IP-'[EFIJ:I Eas
figld of BHP and Bhit (90 MMCOFD) 0
s field of EML The project entoils
laying of 200 Km of 24"dia pipeline
from Bajara to Karachi Terminal,
thereby stremgthenmg IRBP System
which presensly has 18 din and H “dia |
p'ipg!i:m:; running from north to the
south. The project is proposed to be
comipleted in two phases. In Phase-1,
95 km of pipeline will be
oomemassioned in FY 2005006 whereas
in Phase-II remaining 103 km will be
commissioned in FY 2007-08. The
evaluation of the project is under
process since some design paramiclens
have been revised and remodeled by
BEGCL.

Welding work at ranen] ges installotion

4.2.11.5 Quetta FPipeline Capacity Expansion Project-II1

The Autharity in its determination for FY 2004-05 dated May 19, 2004 directed Sui Southern Gas
Company Limited to undertake appropriste measunes on priority basis o overcome the pressure
drop problem during winter season in the Cuetia region. In view of the Authority’s directive, S8GCL
conceived Cruetta Pipeline Capacity Expansion Project (QPCEF) — 11 at an eatimated cost of Ra.
1,325 Milliom, This project comprises the following project companents;

a) 13" Diamcter x |8 Km Loop from Abe-gum to Much.
by 18 Diameter x 15 Em Loop from Much to Kolpur,
£) 15" Mameter & 31 Km Loop from Dingera 1o Sibt and Sibi Compression Eevamp.
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4.2.11.6 Lachi-Shakardara Pipeline Project

The Lachi-Shakardam Pipeling Projest was submitied by SNGPL for the approval of the Authorty,
The cost of proposed pipeline constraction was ab R, 139.00 Million. The objective of the project
was to inject gas into the company”s system from the newly discovered Gurgari gas field. After the
completion of the project, 35 MMefd of gas would be transmitted o FC1 (Diallan) and the remaining
15 MMefd gas would be transporied to Daudkhel by laying 8 diameter, 17 miles long pipeline fram
Lachi to Shakardars for omward tansmission o Dawdkhel through Shakardara, QOGRA granted
approval of this project in June 2005 to SNGPL at on estimated cost of Rs, 139,00 Million

4.2.11.7 Additions to Fixed Assets

The gas utility companies are entitled
1o & prescribed rade of retum on their
operating assets. They project their
caplial investments as Additions o
Fixed Assels in their petitions for
determination of their revenue
requirements. GRA ensures that
these capital investments are made by
the g companies after meeting the
crileria of efficiency, economy and
pradence 50 as o avoid unnecessany
financial burden on the consumers.

Valve Ely il pas

During the FY 2004-05 SNGPL and

SECGCL. strengih o their sxion network o ahsorh additsonal Eas avanlable from new felds
and similarly expanded their distribution systems to meel the increasing demand of gas, thereby
increasing their consumer base. In the FY 2004-05, SNGPL laid 3,278 km of distnbution mains
ranging from 1" diameter to 16" diameter and provided 415 indusirial, 3479 commercial and 175,554
dimmestic new connections. AR ke same time 45 new wownsvillages in Panjab and 3 new wnasivillages
in NWWFP were connected io the SMPOL network. The ransmission network incressed by 293 Km.,
Similarly, S3GCL kaid 1,373 km of distribution mains in its three areas of activity viz, Kamchi,
Rindh and Balochistan and provided more than T8,000 new connections., S8GCL"s transmission
network increased by 157 km.

The finemcinl mopact of the above mvestments durimng the FY 2004-05 15 that SNGPL projected Rs.
10, 679 Million in respect of Addition to Fixed Assets, whereas the Authority allowed Rs, 7, 052
Million to the Company. In its petition for determination of final revenue requirements SMGPL
claimed B 7,492 Million in respect of Addition to Fized Assets, which was approved by OGRA.
Similarly, in the FY 28-05, 850CL projected B, 6,784 Million i respect of Additon to Fixed
Assed, whereas the Authorty ;|1n1risinnﬂll:.r allowexd Rs. 3,517 Mallion to the Company as estimated
expense. In its petition for determination of final revenise requirements S5GCL claimed an amoumt
of Rs. 4,755,809 Million in respect of Addition to Fixed Assets, whereas the Authority after detadled
analysis allowed expense of Rs. 4,609.72 Million.
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4.2.12 Procedure for Dealing with Gas Theft

It is maore or less an estnblished fact that theft of gas is one of the major factors in the rise of UFG.
This undesirable act is not onky unethical bt also inflicts heavy financial losses to the companies.
Keeping this in view, developing effective strategies to curb this mensce bas been made the
reaponaibility of the compandes in the first place. Accordingly, it has beea clearly stipulated in
Condition 20 of the licenoe that the utilittes would submit fo the Authority for approval, their policy
andl procedure regarding theft of s,

In eompliance of the above stated license condition, SMGPL and SSGCL mbmll:md their Gas Theft
Policies to the Autharity for approval. The policies of bath the Lae [ k tial areas
of variance amd divergence between the policies submisted b}rﬂ'l:buﬂhm:wmnlcs. Adfter extensive
consulintion, the Authority hos finalized o umiform policy for both the companies. The Authority
is mow in the process of developing rales on theft of pas.

4.2.13 Gas Supply Contract for Domestic Consumers

Both the wtilities harve their own terms and conditions in the form of contract documents to which
the respective company and the consumer become party &t the time of provision of natural gas o
the consumers. In order o develop a comprebensive and equitable contract, it was made binding
om the companies through Condition 39.3 of the Licence o submit therr revised contracts 1o the
Amtharity, The two companies submitted their drafis to the Authorsty; however, the non-uniformity
and one sidedness of the proposed Gas Sale Contract existed s before. The Authority, therefore,
revised the domestic gas supply contract to make it uniform and more squitsble, safeguarding
consumers’ interest as well &s protecting other siakeholders. The said uniform contract ghall be
enfipreed by the companies from FY 20035-04,

4.3. Liquefied Petroleum Gas (LPG)
43.1 Regulation

The regulation of LPG activities was tmnsferred to OGRA from Ministry of Petrolewm and Matural
Respurces on March 15, 2003, empowering OGRA te exercise regulatory functions under the LPG
{Production and Distribution) Rules 2001, The regulatory fanctions of OGRA are as under:-

» Crant of lecence for construction of LPG production, storage and filling plants.

»  Grant of marketing licence for sale and distribution of LPG

»  Appointment of third party inspectors to verify conformity of LPG works in accordance
with the laid down standards

»  Regolsr periodic ingpection of LPG facilitled wo endure their conformity with the laid down
slandards

®  Redresal of consumer compdaints and resolution of disputes between or amonyg the licensees

»  Monitor activities of supply 1o Northern Areas
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=  Monitor reasonability of prices.
®  Action agalnst unauthorized sctivitles like decaniing e,

4.3.2 LPG Licences and Operating Rules

OGRA is respongible for issuing licences o establish LPG production, processing, storing, filling,
or distribution facilises under the Liquefied Petroleun Cas (Production and Distribution) Rules
2001 (LPG Rules), These rules were notified by the GaP under Saction 2 of the Regulation of Mines
and Crilfizlds and Minemis Development (Government Contral) Act, 1948 (XXTV of 1948). The
licence is gramted in two tiers for an overall period of 15 years. A provisional licence is gramted for
two years for the corstruction of the LPG facilities. Once the installation ia complete, the license
15 extended for te remaining persod.

In addition, an LPG licenses is required i [ocate, constrict, maintain and opemie his work connected
with storage, filling and transportation of LG in accordance with a license granted by the Chief
Inspector of Explosive under the Petroleum Rules 1937, and is &lso reguired 1o comply with the Gas
Cylinder Rules 1940 20 a5 not 1o endanger the public health and safiety.

Sy far, there are 9 LPG producers and 38 LPG marketing companies who have been issued licenses
In addition there are T8 companies who have been issued licenses for comstroction of LPG facilities.

4.3.3 Licence Procedure

Any person interested in LPG licence cam apply for grant of a licence to the Authority on the
prescribed form available free of cost from OGRA as well as available on OGRA website
(werw.ograone.ph) along with the requisite fee of Ra. 100,000/~ and other related documents, &
required under the Rules, Application is evaluated on the basis of the following:

#  Complete application on the prescribed proforma m triplicate,

Pay OrderBank Dwaft of Rs, 100,000v- in favour of Oil & Gas Regulatory Autharity, a5
Licenes fee.

Proof of registration of the company/firm (company incorporation cerfificate],
Memorandam and Article of Association or Parnership decd/Sole proprictorship.
Attested copies of I} eards of all Dhirectors Partners,

Laocation of the tentative/proposed site.

Financial Competenes Cenificate iseaed by a Bank {original and stamped), as per rule 2(j)
of LPGH (Production & Distribution) Rudes, 2001.

Last three yeans” Aundited Reports,

Minimum Work Program (Mumber of storage tanks and capacity of storage tanks, Botiling
facility capacity, Quantity of LPG to be distributed per day or per month, Identification of
arcas whire distribution/marketing of LG is plansed.

Licence for construction of LPG production, storge and filling plants is granted under Rule B(1)
of the LPG {Production and Distnbution) Rules 2001. A licence is mitially granied for a period of
2 years for construction of plants and during this period, the licensee has to acgoire MOCs from the
concerned departments like DOO, Baviroamental Profection Agency, Explosive Department, ele
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before starting construction of LPG works, The licenses is required to meet the requisite standands,
as prescribed ln the LPG (Production & Distrtbution) Rules, 2001 for the construction of LPG works
and installation of equipment. The licenses afler completing construation of LPG works request iy
the Authority for sppointment of third party inspectors to verify confiormity of his works in light
of standards listed in the LPG Rules, 2001, The Authority then appoints third party inspector for
the purpese of inspection of works of a licensee. Marketing licence is issued for a period of 15 vears
based an satisfactory completion of LPG works under the Rubes.

4.3.4 Investment in the LPG Sector

(il and Gas Regulatory Authority played am effective role in sttrecting investment i the LG supply
and distribution infrastrocture, During the yizar OGRA msued an LPG ]'u‘ndu:l'inrl licence to M's
Jumshoro Joint Venture for an LPG extruction plant of 500 metric ton/day capacity at Jamshoro
which involves estimated capital outlay of more than Rs, 2 billion. The plant was completed in
March 2003 and has eshamced local supply of LG by more than 50%4. Orther licences for construction
of LPG production plant were isswed to M Orient Petroleum Ine. (Maimal Basal feld), M OGDCL
(Hohi feld) and M OGDCL (Chanda feld). In addition, eleven {11} licences were isswed For
marketing of LPCG, whils thirty ene (31) liceness have been issued for construction of LPG storage
and filling facilitses at various locations, This will further atiract a cumulafive investment of Rs.
2.16 billion,

4.3.5 Regulatory Enforcement

Ome of the objectives of OGRA is to ensure safe, refinble and efficient service to consumer for which
the Authority has taken various sieps to strengthen its regulatory mechanism oo contimssasly monizor
the activitbes of the LPG companies as per thedr licence conditions. e order 1o ensure compliance
of LPCG standards, comtinious inspection ol LPG sapply infrastructure ane bei.ng carmied gut through
the third party insp und the lig were advised for rectification of various deficiencies
pointed owt during the inspections. LPG companics were directed to sirictly adhere to the LPG
standards and maintain nsurance coverage for proper safery arangements. Isswes like ilbepal decanting
are prompily dealt by reguesting the Provincial Ciovernment (DO0s) for taking immediate aotlon
against the persan invalvied in decanting of LPG to ensure public salety. Actions hawe been laken
by the concemed District Administrution against the decanters as per sections 285 & 286 of FPC
{Pakistan Penal Code). FIRs have been registered and persons involved in illegal decanting are also
arreated. A continuous media campaign has alse boen launched 1o inform the public about hazards
of decanting. The Markeling companies are also requested, from time to time, o check their
dhstribuiors 0 ensure that thq.r are ot immolved 1n i|i:m.l| decamimg,

4.4 Compressed Natural Gas (CNG)

4.4.1 Regulation

Government of Pakistan introduced CNG as an altiernative automative fuel in the country in 1952
CHG (Production & Marketing) Rules 1992 inter alia covering Safiety Code of Practice, were notified
for the construction and operation of CNG re-fuelling statlons. The regulation of CNG Sector was
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transferred to OGRA on March 15, 2003, OGRA has facilifated the process for grant of licence
through simplification of procedure and provision of one window facility for the investors. The
regulstory functions of OGRA are a5 under:

& Girant of licence for construction of CMG station which inber-alia requires the licenses to
obrbain various NOCs from District sdmmistration, Emvironment Protection Agency, Explosive
Departrment ete., and constructinstal]l CHNG sation in scoordance with the lasd down standards.

& Crant of Marketing licence after conducting third party inspection on adherence to safidy
code of practice.

& BRepular periodic inspections 1o ensure conformity with the laid down standards.

«  HRedressal of consumer complaints

4.4.2 Licence Procedure
CMG Licence is granted in two phases:-

&) Licence for canstruction of CHG station
b} Licence for marketing of CMG

Following procedure is adopted for grant of these licences:

Any person can apaly for gramt of licenss to the Authority on the prescribed form available free of
cost from CORA ax well as on OORA website alongwith the requisite fee of Rs.25,000 and other
reluted documents as required under the Rules, The licence for construction of CNG station is grantsd
under Rule 6 of the CHG (Production & Marketing) Rules, 1992 initially for a period of two years
during which the licensee has 1o acquire WOCs from the concerned departments like District
Coordination (MTicer, Bnvironment Prolection Agency, Exploaive Department etc. befooe siarting
congtraction of the CHNG dation, The licenses is reqpaired o meet the requisite safity anil techmical
stamdards us prescribed in the CNG Rules 1992 for comstruction of CNG station and installation of
equipment,

The Heensee, after completing construction of CNG station, requests the Authority for appointmest
af third pasly inspectars 1o verily conlormity of the CNG warks i the light of Stmdard Code of
Practice of CNG (Production & Marketing) Rules, 1992, The Authority appoints thind party inspector
which is currently HDIP. Marketing license is issued for a period of 15 years after satisfaciory report
of the third party inspectors,

OGRA has simplified the procedures for grant of CNG licence. The licence is granted even in a
simgle working day if the requisite documents are complete, Maximum processing time is one week,
Inwessors are further provided comfort through establishment of a one window facility where prompt
guidance and information is provided 1o the applicant

CIRA has grven Focusesd aftention on conducting effictive third party mspections and standardization
of CNG equipments to provide comfiort to the investors bo adbere to the requirement of Safety Code
of Practice. The new CNG Rules have also been drafted to effectively regulate the sector in the light
of the Latest technological developments to ensune safee, reliable and competitive service 1o congumsrs.
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In arder w0 ensure public safety, OGRA has put complete ban on grant of licence for setting up CHNG
stations in residential aneas,

4.4.3 Investment in CNG Sector

The CNG sector has shown tremendous growth in the past 3 vears resulting in addition of 383
operative CHC stations thus bringing cumulative iovestment of more than Bs. 230 billion since i
inception, As of 30th June, 2005, 711 CNG stalions were operating in the country while 600 wene
at various stnges of completion which will further bring an investment of e 7.5 hillion, During
the year, the Authority has issued 618 licences for constraction of CMG stations while | 83 sations
ware completed and granted marketing lesnce after recelving satisfactory inspoction repart from
third party inspectors,

Pakistan has taken n lead role in developing the CHG infrastructure due to investor friendly policy
and regulatory framework, and at present stands third in the inbernational renking after Arpentina
amd Brazil in terms of vehicle conversion of CNG. As of 30tk Jose 2005, aboat 750,000 CHNG
vichicles were operating in the country. Exhibits 4.22 and 4.23 reflect the rpid growth of the sector.

Exhihit 4.22: Growth of CNG vehicles
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Exhihit 4 2%: Growith of CNG Statioos year wise
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4.5. Mid & Downstream Oil Sector

The Authority, after creating necessary capacity bo regulate the Midsiream & Downstream (il Sector
has imvoked provisions of section 23(3) and section 44 of the OGRA Ordinance for the tmnsfer of
regulatory work under the existing Pakistan Oil (Refining, Blending, Transportation, Storage and
Markeging) Rules, 1971, The Authority has also circulated the draft Pakistan Oil (Refining, Blending,
Transportation, Stoeape and Marketing) Rules 2003 for regulsting the oll sactor o all stakeholders
for thedr views/comments, Necessary consultative process is cngodng with the Oil Industry and ather
stakeholders to finalize the said Fules, The Aathority has also prepared the drafi Technical Standands
for Oil Refineries, Oil Pipelines, Oil StorapesTerminals & the same will be finalized in consuligtion
with the licensces after transfer of the regulatory functions of the Oil Sector to the Aathority.

il & Gas Regulsiory Aathority




lution

d

Armual Report w
TMH-05

B

Complaints Resolution

5.1 Complaints Resolution Procedure

The OGRA Ordinance and its subordinate legislation, entrust OGRA o safeguard the consumers’
interest by resalving their complaints and disputes, and consurnes care is the foremost in OGRA's
perspective, C p e i e of a circular dated March 02, 2005 by Walagi Mohtasib all
complaints relating to natural gas which were entertnined by Wafagi Mohtasib are now lodged with
DGRA with effect from March 15, 2005, OGEA has notified the Comiplaint Resolution Proceduare
and has crested a Complaint Resolution Cell within OGRA. The public is regularly kept informed
of this service through media advertisements as well as placement on s website {.)

The complaint resolution procedure covers ol matiers relating to operations of all OGRA loensees,
A complaint can be filed if a licenses (or his agent) violates amy provision of the ordinance or nules
and regulations made thereunder, or conditions of e license or a divection of the authority, particalarly
in the following aneas:-

{iy Billing

{ii} Conmection and disconnection of service

(lif) Metering

{iv) Unduwe delay in providing service

(¥} Safety practices

(¥} Cuantity amd quality of natuml gos, LPG or CNG being supplisd

However, mastly, the complaints being received by OGRA pertain to the following subjects’sreas;
Delay in provision of gas conpection,
Excessive billimg,

Low pressure of gas.
Removal of gas meter.

The Autharsty bas designated a number of officers io deal with complains from different paris of
the country. O recsipt, complaints are immediately referred to the concemed agency for redressal
and report within 15 days. The report of the agency is then foramsded to the complainant for his
information and commens if any. The complainant is given the cholice as under:

&  Furmish hig comments withi S-I}da.y:. If 6o comments are received it 1% assumed that the
compluinant is satisfied and the compluint is reated as disposed,

#  Incase the complainant is not satisfied with the agency”s report and fumnishes his comments,
a meeting of the complamant and agency's representative is arranged by the designated
officer before armiving al the final decisian,
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The complainant and the agency have the right to appeal 1o the Aathority against the decision of
the desipnated officer and the Authority kas 1o decide the maiter within 90 days after hearing the

pariies,

Druring the financial year 2004-03, 484 complaints were received all over the country. Registrar is
thie focal point to receive all complaints under the Complaint Resolution Procedure Regulation. He
refers such complaints 1o the concerned departrments/designated officers and pursues them wntil the
issues are resolved, Details of complaints recerved in the FY 2004-05 are given m Exhibit 5.1.

Exhibit 5.1: Detnils of complaints receieved in the FY 2004-03

Excessive gns hilling | I | B | 36
Theft leakage of gas | [ [
Drelay / non-provision of gas comnections 141 1o £
Diisconnection of gas spply | » [ 25 [ s
Low CNG LG presare T w | m
Linkwaful arvears | connection ! o7 05 nz
instollments of bills |

Die-listment of gns pipelines contractars | 01 ET oo
- ________ = o | i
Prublems o commercinl consumers | 12z | 08 |
Low pressare of gas | & | 18 39
Decanting of LPG 12 06 0
Mise. matters e.g. {embezzlement, [ e | 4a 1
policy making, transfer of

employees, pension matters sic.)

Toul [+ [0 [ m

* The applicmtiors were pending due b0 non receipt o) reportieormanian Fom ie agency amd counter

commenis o consmers,
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5.2 Appeals

Two appeals were filed by SMGPL. anad ome appeal was Filexl by S500L. against the decaisions of
the designated officers and the same were decided by the Awthority after providing opportunity of
being heard to both the parties.

OGRA has provided a moable-free, cost-free and expeditious camplaing redresgal syvssem Facilitating
the puhlic to avail opportumity of geiting their grievances redressed after going through a simplified
process &5 compared to the prevailing judicial system which is not only expensive bat alse time
consuming. Hundreds of people have got their grievances redressed sitting at their home through
adapting this simplified proceduse.

Hearimg by the Awthoerty in the matter of appeal filed by n consumer
Mr, Mirs| Maseh apsins e dession of desipnated afficer,
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6. Anticipated Development Next Year

6.1 Licences

1t is expected that consumpiion of CHNG a3 an alternate Tuel in the automotive sector shall reflect
higher growth rate during the year 2005-06 dise bo persistent high prce of motor gasoline, Whereas
the use of LPGrin the vehicles although remained restricted due to ban imposed by the Govemnment,
however, the recent policy decision to allow LPG in the automotive sector is going to have major
impact an its demand. The Authority is alive to the issoe and, therefore, making all out efforts to
fzcilitale investment in the CNG & LPG sectors. The Authorily expects to grant about 600 new
provisinal licences for comstroction of CNG stations, whibe 200 CNG stalions already ii the pipeline
are expected to be fully operntional durng the next year,

The Government has allowed, in principle, the use of LPG m mutomotives subject to OGRA providing
regulatory fmmework ensaring comprehensive safety standards. The Authority has already fumished
the draft regulatory framework to the Federal Government for approval, This policy decision of the
Governmert shall likely to atfracy substastial imvestment in setting up of these LPG refseling/filling
gtations, GRA expeacts W grant sbout 100 provisional licences for constrsction of LPG facdlities
ingluding automotive fueling stations all over the country during the year 2005-06.

6.2 Revenue Requircment

Dedermination of revenue requirement of natural gas utilitses s one of e fondamental funetions
of the Anthority. The Autharity hias recently completed the review of esti d revenue requinement
of BNOPL and S530CL for the FY 2005-06, The Authority has also completed the defermination
of final revenoe requirernent of both the gas companies for the FY 2004-05. The Authority expects

to undertake the following determinations of revenus requirements by June 30, 2006:

(i) Review of estimated revenue requirements of SNGFL for FY 200506 under Section 8 (2)
of the Ordinance after incorporating the changes in the well-head prices  of nataral gas
and other relevant factors after condueting public hearing at lslamabad.

(i) Heview of 4 revire reguir of S3GCL for FY 2005406 ander Section B (2)
of the Ordinance after incorporating the changes in the well-bead prices of natural gas and
ocither relevant factors after conducting public hearing at Ksrachi.

(iti} Determination of eatimated revenue requirement of SMGPL for FY 2006-07 after dus
process and conducting public hearing at Islamabad

{v) [etermmation of estimated revenue rpq;i'ﬂrlento‘FER{H:I. for FY NH6-07 after due TGRS
and conducting pablic hearings nt Chectin and Korachi,

6.3 Rules/Regulations

As repomed earlier under Chapier 4 of this report, the Authorsty hes laid a coenprebensive regulatory
Tramework which covers regulatory activities in respect of natursl gas, CNG and LPG sectors. The

Awmthonty expects o contimue work on the revision of some of the old rules as well as formulagion
of regmlstions as required under the law. Work on the following mules/regulations is expected fo be
undertaken during FY 2003-06:
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6.3.1 Rules

(b Revised CNG i Prosluction & Marketing) Rules after consultation with the stakeholders;

{ii} Revised LPG (Production & Distribution) Rules after consultation with the sinkeholders;

(iil) New Pakistan Oil (Refining. Blending. Marketing and Transportation) Rules, 20005, which
ane in the process of consultation with the stakeholders;

(v} OGRA Fines, Penalty and Recovery of Dues Rules, which are in the process of consultation
with the slakebolders;

(%) Theft of (Gas Rules, which are in the process of drfting; and

{vi} Liquefied Mamaral Gas (LNG) Licencing Rules,

6.3.2 Regulations

(i) Technical Standards in respect of CMG Operations Regulations;
(i} Technical Standards in respect of LPG Operations Fegalstions;
(iit) Technical Standsrds in respect of LMG Operations Regulations,
(v} Technical Standards i respect of LPG avlomotive filling station (Regulations); and
(¥} Resolution of Disputes between Livensees and between any person and 2 Licenseor.

6.4 Rate of Return for Gas Utilities

Section 6 (2] (1) of OGRA Ordinance empowers the Authority to determine, in consuliation with
the Federnl Government and licensces for natumal gas, a reasonable mate of return which a lcenses
may earn in the undertaking of its regalated activities pertaining to nataral gas. In compliance of
this S8ection, the Authority had carlier inatituted a study throwgh an intemational consultant namely
Economic Consulting Associates (ECA) of UK. The said study has been completed amd OGRA has
formulated comprehensive recommendations for determimation of a reasonable mte of retam for
neturnl gas licensees, The new scheme of rate of refum hes been circulated o the hoensees as well
a5 Federsl Government and after dus consultation new scheme will be anmounced

6.5 Institetional Development Stodies/Capacity Building

CHGRA believes in acquiring the latest technology from the developing countries in the formulation
of its rules and regulations and technical standards for variows regulated activities. In this regard,
two sindies have been identified which sre likely to be awsarded to international consuleants during
200506 as under:

{iy development of open acoess and common carder regime
[} techmical standards relsted to LPG operations; ad
{ii1) technical standards for sciting up automotive LPG fuelling stations.

It nddition, (GRA also believes fn capacity bulbding of s officers through imparting training in
all relevant disciplines at home and abroad. In this regard, aboat 76 officers ane expevted to be
attending various technical, management, legal ond financial courses in foreign countries os well
as within Pakistan in the leading instifutions like LUMS, Pakistan Institute of Manapement Sciences
e
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6.6 Redressal of Public Complaints

One of the fundamental respensibilitics of a public otility regulator is provision of cost free and
expeditious method of redreasing public complaints against the service providers. With i incresse
i the number of conswmers and increase in the demand of public fior provision of netural gas, CNG
ar LPG services for their use, the Authority expects that the public complaints would continue ko
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7. Introduction

Pakistan i3 gas prone country, Vast potential existed for exploration in the cil and gas feld for local
and forgign investment in the country, The Government's palicies, broad based economic nefomms
of privatization, deregulation and liberalization and lucrative incentives, in past several years,
attracted hexvy investment in exploration and development of oil and pas from local and foreign
investors. The reforms programene enabled the Government to achieve high growth rate. The
Government provided a level playing field o all local as well as foreign investors. High sctivities
were seen in explomtion and development of oil and gas from the tocal as well ps foreign producers.

Pakistan is emerging &3 a preferred transit roate for energy in the region, doe o its ideal peographical
location at the croasroads of Central Asla and the Arabdan Sea. The commencial energy needs of
the country doubles every ten vears due to its fast-poced mdustrial development, The Government,
therefore, attaches high priority to the energy sector and is planning for the up-gradation and
corstrsction of multi-billion dollar projects over the next decads to meet the long-term requincments
of the coundry,

Matural gas plays an important role in Pakistan's economy, meets about 51% of country's total energy
needs. Matural gas is a gift of nature, & vital fuel source and a catalyst of growth for the country.
ESupply of natural gas to the consumers protects the satural emviroanment and health and safety of
the community. During W04-05, primary commercial energy supplies reached to 54.46 MTOE,
compared to 508 MTOE in FY 2003-04, Natural gas supply increased to Power sector, resulenily
impart oil bill of the country redoced considerubly. Pakistan is also trying to promode the use of
natural gas and coal in local indusiry to cut its import hill forther. The largest use of gas was in
power generation, followed by Industrial, fertilizer, domestic, commercial, transpont and coment
sectors, The energy supply mix of the country m FY2004 and FY 2003 i illustrated in Exhibit 7.1
and Exhibit 7.2,

Soveral new gas flelds are found in 1
the country. The new gas fields
Ghurguri (Tal Block), Mirpurkhas
Block, Mubarak Block and Chanda
wazre conmected with the gas network
and gas supply also incressed from
several other extsting fields. Gas
supply from Kandhko: field to
Guddu Power Station commensced
by SNGPL through & dedicated
pipeline. For additional gas sapply
the GiSAs and Term Sheets were
and gas wtilities:
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a) Term Sheet was
slgned betwean
BHP [Producer)
and 35GCL for
supply of 150
MMecfd good
quality gas (950
BTU/SCE) from
Zmmzama ficld in
Sindh. In this
respect, a Gas
Sales & Purchase
Agresment was
also imitialed
between BHP and
S8GCL.

Cempressor siling coatml mam

b A Tarm Sheet was iitialed between ENI Pakistan Limited and $5GCL. for supply
of additional gas from Bhit ficld locased in Sindh.

) A GSA was initialed between Mari Gas Company Limited and 55GCL for supply
of gas from Zarghun field located in Balochistan.

d) A GEA was mitialed between Tullow Pakistan (Developments) Limited and SNGPL
for supply of gas from Chachar field located in Sindh,

Pakistan Encrgy Supply Mix for FY2004
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8. Natural Gas Sector

Pakistan is a significant prodicer of natural gas with potential for firther growth in output, as there
is @ high likelibood of more reserves being discovensl. The country bas a kng history of oil and
gas explorntion the first gas field at Sui was discovered in 1952 and provided the basis on which
Pakistan’s extensive gas ransmission and distritbation netwaork was subsequently built. Matoral
plays an important robe in = BN R R T— =
Pakistan's econamy, R
meeting sbout 51% of the
country's demand for
commercial encrgy.
However, despite the
healiby share of gas in the
eneTEy mix, piped gas is
available to only shout 18%
of the population of the
country. Fakistan is a net
importer of crude ofl and
refined petroleum products,
but is currently self-
sufficient in terms of naboral  ®
gas. As of July 1, 2005,
Pakistan's total recoverable
B TESETVES WeTe estimated
at 32,82 Tef. During FY 2005 natural gas production reached te 3,400 MMcfd.

Almost all the ideatified oil and gas reserves are onshore, bowever, exploration for off-shore oil
reserves hos been indtisted in the Pakistani geas. Mew gas fields Gurgurd (Tal Block), Chands in
NWFP, Mirpurkhas Block and Mubaruk Block in Sindh were connected with the gas network. Gas
supply from Kondhkot (Sindh) to Guddu power station was connected by SMGPL. The bulk of
natural gas production in the provinee of Sindh is concentrated in and aroand the Indus River Basin

Main valve asscmbly om transmission ling

8.1 Regulatory Regime Overview

¥l and Gas Regulatory Authority (OGRA) was established on March 28, 2002 under the OGRA
Ordimance 2002 to regulate midatream and downsiream oil and gas sector.

OORA was also entrusted with the powersfuncions of lieensing: formulation of niles, regulations
and procedures; tariff determinntion and revision; dispute’complaints resolution; monitaring and
enforeement of compliance with the rules; prescription of fines, increase private investment ond
public interest.

Binth the companies, Sui Morthern Cns Pipelines Limited (SNGPL) and Sui Southern Cias Comparny
Limited (S5GCL), were earlier granied licences to carmy out the regulated activities in respect of
transmission of natural gas as fiollows:
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« Construction and operation of pipeline for the purpose of transmission of natural gas; and
o Transmission of natwral gas through the transmission system of the lgensee.

In addition, the companies were granted licences to carry out the regulated activities in respect of
distritution and sale of nanural gas.

As a further step towerds reforms in the gas secior and in order to make the gas market more
carmpetitive, the Gol* has also decided to indtially allow large consurmens and produsers 1o have nom-
discriminatory open sccess to the transmassion and distribution network for 2 fee. The principle of
third-party access io the transmission and distribution network was introdueced for the first time in
the Petroleum Policy, 2001, The OGRA Ordinance, 2002, empowersd OGRA to determine the
third-party access rules on the basis of guidelines provided by the GoP. While Bsuing transmission
and distribution leenses to SNGPL and S3GCL, OGEA had apened the gas markets 1o competition
by diluting exclusivity in distribution and gale of gas by these utilities o new customers after June
30, 2003, The exclusive rights curmently enjoyed by SNGPL and 35GC to distribute and sell e
will be phased out by 2010. These licences also require the utilitics 1o provide third-party access
1o thedr tranamission and distribution capacity to other buyers and sellers of natursl pas, subject to
the approval of OGRA.

Todate, these companies remain the sole buyers and sellers of gas to consumers, excepd for a few
large fertilizer and power comsumers situnted in proximity to specific fields, where gas is being sold
independently by the Mari Gas Company Limited (MGCL), the 0il and Gas Development Company
Limited (OGDELY, Pakistan Peroleum Limdted (FPL) and Tullow Pakistan. Although the TETD
companzes have nom-exclusive licences to supply gas io consumers in their respective operational
areas, they are nevertheless all set to enhance their trmsmission and distnbulion capecities fusiher,
Three consumers namely Fauji Fertilizer Company Limited (FFCL), Engro Chemicals Pakistan
Limited (ECPL) and Central Power Generation Company Limited (CPGCL) [WAPDA] are also
transmitting nateral pas through their oomed transmdszion pipeline for self nse. OGRA granted
licences to FFCL, BCPL and CPGCL for construction and operation of pipelines for the purpose
of tmnsmission of natural gus from the field gates to respective plants for self use for 30 years.
Exhibit 81 shows the status of licences issued by OGRA prior to FY 2008 and those issued during
FY 2005.
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Exhibit 8.1: Status of Licences issued by OGRA

SNGPL Transmismen, distnbution, and sale of natursl
g in the Punjab, NWFP, ATK, FATA and small

part of Sindh Sepicmber 3, 2003
88GCL Transmission, distribution, &nd sale of natural
235 in Sindh and Balochistan September 3, 2003

MGCL | Sabe of natural gas to Fanji Fertibrer Company

Limited (FFCL), Engro Chermical Pakistn

Lirmted (ECFL) and Central Power Generation

Company Limited (CPGCL) Aungust 11, 2004
OGDCL Sale of natural gas to Fagji Kabirwal Power [

Company Limited, Uch Power and Allem Energy Drecember 30, 2004

FPL | Sale of natural gas to CPGCL(WAPDA) | November 23, 2004
FFCL®  Transmission of Natural Gas | April 7, 2005
ECPL  Transmission of Natural Gas ~ April 7, 2005
CPGCLY | Trsnsmission of Manural Gas Agpril 14, 2005

a lochudss FEC-1, FEC-L, aad unit aoquired from Pak-Sandi Fertilizer.

b GEMNCO-I, WAPDA, Gudda Thermal Power Station, Kashmore,
8.1.1 Profile and Stakeholding Status of the Licensees

Thie SSGCL ancl SPGPL ane the main utility companies operating the gas ransmission and distrbution
system in Pakistan. In addition to the high-BTL main transmission network, there exists an
independent medium-BTL gas networksuch as the pipelines connected to the Mari, Sara, Suri, Uch,
MNandpur, Panjpir and Kandhkot flelds supplying gas direcily to fertilizer and power plants.

The SMGPL is the larpest integrated gas company in the country and is engaged in the transmisgion
and distribution of nateral gas a3 wall as the construction of high-pressure transemission and low-
prsssure distribubion sysiems,

The SNGPL was incorporated as & private company in June 1963 and was converted into 2 public
limited company in January 1964 under the Companies Act, 1913 (now Companies Ordinance,
1984}, with the object of ransmitting and distributing narursl gas in the Punjab and NWEP, ATE,
and a small pan of Siadh.
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Policy guidelines and overall management conirol of the company is vested in the elected Board
of Directors, which includes representatives of sharebodders as well as of creditors, as required under
the Companies Ordinance, 1984, Presently, the SNGPLs Beard comprises 14 members, ten of
whom are nominess of the government and govermment-controlled institutions, with the remainder
from the private sector. The GoP is the company’s majority sharcholder and the managing
director'chief executive is therefore a nominee of the government who is delegated such powers and
authorites &s are necessary to elfectively conduct the business of the organieation. The details
pertuining o the sharcholders of the company and their respective shares in the ownership of the
company are given in Exhibit 8.2,

Exhibit 8.2: Pattern of Sharcholding in the SNGPL FY 2005

 Muslim Commercial Bank Limited | w67
Natioral Investment Trust 1 120,030 00
Investment Corporation of Pakistan 1 | 258564 T
Exccutives | B _ 1686 000
Banks, Development Finance
Institutions, ctc. L8 SuT2e 1005
* Insurance Companies T T ez | 1M
Modumbs and Mutund Funds 27 14460009 | 290
GoP 1 179,717,373 36.00
Duwond Hercules ' ' '
Chemicals Limited S ses0s0 L4
Local Indivichals 1sed6 oI am
Foeeign Individuals 664 873,427 017
e S e | o
Total 16577 4999186672 100.00
Source: SNGPL

The SHGPL transmission system extends firom Sui in Balochistan o Peshawar in the NWFP, The
distribution activities, covering 190 main towns along with adjoining villages i the Punjab, WWFP
and some arcas of Sindh and AJK are organized through eight regional offices. As of June 2005,
the SNGPL distribution system comprised 42,191 km of network length, whereas Lra.n.-uuhiim
neswork lerpth was 6,121 km.
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The SNGPL has 2.48 million consumers comprising of residential, commercial, general industry,
ferulizer, power and cerment sactors. Total gas sales o twese consumers wene 1,472 million standard
owhic feet per day (MMscld) during FY2005, OGRA has granted a M-year licence w the SNGPL
with effect from March 25, 2002 for construction and epemtion of pipeline for the parpose of
distribution and sale of natural gas throughout the territories of the provinees of Punjab and NWEFF,
AJE, the Federal Capital, FATA and those sreas where the licensee operated nabaral gas distribution
system prior 1o the lssuance of licence.

Keeping in wicw the importance of cantinuing training and development of its professional and
technical staff, SMGPL has estublished a tmining instituse in Lahore, Different courses covering
technical, financial and management aspects of gas industry were conducted in the instifuwte which
were attended by managers, engineers and technical staff. The techinical courses also included Health,
Safety and Environment relsted lessons.

Sui Southern Gas Company Limited

S8GCL is Pakistan's other leading integrated pas company and serves the provinces of Sindh and
Balochistan, The company 15 alse engaged m the business of transmission and distribution of naturel
gas hesides construction of high-pressure transmission and low-pressure distribution systems.

Similar to the SNGPL, the S88GCL is mansged by an sutomomous Board of Directors with 14
members. The GoP iz the company’s majority sharcholder, heace the managing director/chief
executive is 2 GoP nominee and has been delegated with the necessary management powess to
effectively conduct the company's business, Exhibit

8.3 details the current pattern of sharcholding in the

88GCL.

S8GCL tramsmission system extends from Sui in
Balochistan o Quetts and o Kasachi in Sindh, comprising
over 2,943 km of high-pressure pipelines, ranging from
12 to 24 inches in dinmeter. The distribution activitics,
covering over T8E cities, towns and villages in Sindh '3
and Balochistan, are organized through its regional |

of over 23,752 ke total length.
With the S50CL"s vast gas transmisshon and distribution
network across Sindh and Balechistanm,
telecommunications plays a vital role in maivtaining
smooth operations. The SSGCL has developed a highly
advanced, state-of-the-art microwsave telecommunication

system, which provides both volce and data
communications aver the entire system, To ensure
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optimum gas flows, 8 modern SCADA system monitors transmission pipeline operstions. The
S8GCL has installed block valves at key pipeline locatbons to provide for remote acheation trough
the SCADA gystemn, mamaged from the Gag Control Center 2t Karachd, Inthe event of an accident,
the affected line can be isolated and shut off within two minutes to provide maximum operational
SeCurity.

Exhibit 8.3: Pattern of Shancholding in the S8GCL FY 2005

Matinnal Tnvestmverit Trust (NIT)
and Investment Corparation
offalenn(Cyy | 2 | 30,021,105 | AT
Directors, MDD, and their spouses
and minor children Lz ma o
Encoutives 26 £4,309 0.0
Bunks, develapment finance '
mstlrutions, efc. 227 B4.060,251 | 1232
GoP i 405,600,190 .43
Individisly | 3378 150,608,118 | 224
Cithers | > 21,138 | ot
Taial 3,565 671,174,331 104,00
Source: SSGCL
Mari Gas Company Limited (MGCL)

The MGCL is the sole owner and operator of the Mari gas field located at Dharki in the Ghotki
district of Sindh. The MGCL =clle medium-BTU pas to power and fertilizer plants in the region.

Esso Eaxstern Incorporated discovensd the flald in 1957 and the field was first developed in 1965,
Esgo Eaitern operabed the Mari Gas Field as a jond veiiture, consisting of the Pak Stanvac Petraleum
Project and the Government of Pakistan, until 1982 when it sold jts interest in the venture o the
Fauji Foundation. Fagji Foumdstion managed the field in a joint venture with the GoP till December
22, 1985, Under an agreement signed by Fauji Foundation, the Gol* and the CiGIDCL, the Mari Gas
Company was incorporated on Decernber 4, 1984 as an unlisted pablic lmited compary. The shanes
of the company were beld by Fawi Foundation, the GaP &nd the OGDCL m the ratio of 40:40:20,
respectively. The company took over the assets and Linbilities of the joms venture and commenced
busingss under its own name on December 13, 1985, The GoP divested 50% of its sharcholding
in favor of the peneral public in 1994, Since then, Mard Gas has been listed on all the three stock
exchanges of Pakistan, The category-wise currant sharehelding patiern is given m Exhibil B.4.
The concession area, under the mining lease m favour of the company, is %68 km?, The: present
mining lease covers the peried up to 2004, which is extendable by another five years,
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The company holds the Beence for sale of gas to Engro Chemical Pakistan Limited, Fauji Fertilizer
Company Limited, and e Central Power Generation Company Limited (CPC) and provided
uninterrupted gas supply to all of its customers during the last yesr. The cumulative gas sales o
these customers during FY 2005 were 442 MMscfd, compansd to 435 MMscfd during FY2004.
Exhibit 8.5 indicates the sales volume during FY 2005 comparing with FY 2004,

Exhibit 8.4; Patlem of Shareholding in the MGCL

Mational Investment Trust (NIT) 3 3,021,350 822
and Investmsent Corporation
of Pakistan (1CF) .
Directors, MDD, and their spouses 1 s00 0.0
and minor children | . _
Executives 17 43,500 012
Bunks, development finsnce T | s01,050 [ 24s
institutions, ete,
Taint slock companies [ % | roazse | oo
Individuals 1,828 | 3167975 LY
Sharehoddars velth ten percent o 3 29 404,000 B0
more voting inferest
in the company

(Hhers [ = [ nzams =T
Total 1,89 | 36,750,000 1000
Souree; MGCL

Ol & Cas Regualatory Autharity

Exhkhit 8.5: Data on Company's ActiviticePerformance for FY 2005

ECPL M ML4TE | 2751577781 33493284 | 2352969838
FFC | ETLTM1L6 | T2469R057 @ BSSAIM6 | 6,474.554,669
WAPDA 30085515 | SO TIEAN 30615345 | 541E956,054
BEGCL 0231 ] 7150453 262,763 ] 6,714,292
OWN | 142084 | 3933032 156276 4,144,032
TOTAL _ln.mu _1;.9313&5._!19 | I!’!.!LMM [ mn.a_gm
Source: MGCL
Pakistan Petrolenm Limited (PPL)

PPL was incorporated on Jume 5, 1950, whereby the company mberited the assets and liabdlities of
the Burmah O] Campany (BOC), snd commenced aperations on July 1, 1952, AE the time of
incorporation, BOC held a majority stake of 7%, with the GoP accounting for 29.4% and the
balance held by private Pakistoni sharcholders, The BOC divested 6.09% of its shares to the
Intermationsl Finance Corporation (IFC) in 1982 and sold the remaining sharcholding to the GoP
in 1987, In July 2004, the GoP successfully concluded a 15% offer for the sale and indthal public
offering {IP0) of the company on the domestic stock exchanges. The details of the sharcholding
are given in Exhibil §.6.

PPL operates a number of major oil and ges fields, including Sud, Kandhkot and Adhi, while its non-
operated portfolio inchedes imterests in the Qadirpur, Miasno and Sawan figlds. The company's
exploration portfolo includes operated and non-operated joint veatures in len onshore and two
affshore blocks.

Ajg part of the privatization program, the GoF bas replaced PPL’s 1982 Gas Price Agreement (GPA)
with the 2003 GPA, pursuant o which the wellbesd price of the Sui and Kandhkos fields is determined
by formulae based on the Petroleum Policy, 2000, The 2002 GPA allows for Sui and Kandhlot pas
prices fo be raised 1o 50% of the discount level of the price offered by the 2001 Petroleum Policy
under a phased program over o period of five years, beginning July 1, 2003,
The company holds a licence for the sale of natural gas at the field gate of Kandhkot gas field 1o
WAPDA. The company sold 103 MMscfid gas to WAPDA (CPGCL) during FY2003.
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Exhibdt 826: Patiern of Shareholding in PPL

Toint Stock Companics 22 54,104,263 749
Intsmational Finance Comporation | 1 | 41732 167 [ e
GoP ' 1 | 537,672,985 - 7Ra0
e arr— | ! | 537672085 | TAAD
Abandoned Propertics 1 83,725 N
Individusls W44 4R1363 701
Cthers ™ | apesz30 T
Total 33406 685,521,793 10000
Source: PPL

(4l and Gas Development Company Limited (OGDCT)

CWGIMCL waa creabed under an ordinance in 1961 to undertake a comprehensive exploratory program
anmd promoie Pakistan®s ol and gas prospecta. In 1997, it was converted into & public limited
company under the Companies Ordmance 1984, The OGDCL's shareholding patiern is shown in
Exhibit §.7.

The company also operates a number of oil and gas processing plants, including 8 mini-refinery,
sulfur recovery plant and LPG plante. In addition, the comparny has also established the Oil and
Cias Tradning Institute, the first of i kind in Pakisian,

The company holds the licences tor the sale of gas from the Nandpar and Panjpir gas fislds to the
FEPCL, fram the Uich gas field 1o Uch Power and from the Bhal Sysdan gas fizld to Alem Energy
power plant. The company sold 220 MMscfd pas to these consamers doring FY 2005 comprising
183 MMefd from Uch gas field, 45.5 MMefd fram Mandgor arnd Panjpir gas Gelds and 0.45 MMcid
From Bhal Syedan gas field.

Exhibit 87:  Pattern of Shareholding in the OGDCL

Caregories of Shareholders

Imvestmers compunies B | 9432400 Com
Miodarabas and mutual fnds 38 | 27,859,691 | 068
Joint stock comparics 230 35,638 666 083
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Fooesign lnvasters . 3 4170380 0l
Gavernment of Pakistan I 4,086,839,261 95.02
Coopemtive socistics 2 5203 . 0.0
Charitablz tnasts 20 450095 | oo
Tosurais Compenies 25 12105485 028
Banks, DFls, NBFls, Leasing Cos. |~ 44 2890058 | 067
Individuals 25412 91977840 214
Others L7 asmMz | 048
Total 25968 4300925400 1009

Source: DGDCL

Engro Chemical Pakistan Limited

Engro Chemical Pakistnn Limited {Engra) is a listed company incomorated in Pakistan. The principal
activities of Engro are the manufacturing, purchasing, and marketing of fertilizens and odher agricultural
products. In order o promote balanced fertilization in the country, the Company manufachores 8
different crop specific grades of compound fertilizers and imports Phosphatie ferilizers. Engro also
market high quality seeds.

The Company has three suceessful joint ventures - an infrastructure project of 8 modemn liquid
chernical tenminal at Port Casimg a petrochemical project invabvng Poly Viey] Chloride (FVC) nesin
s fscture ai Port Qb and a services company that provedes industrial solutions in the knowledge
based service sector at Lahore,

The total quantity of gms purchased and transmitted during 2005 was 34,091 Million Stmndard Cubic
Fect of Mari Gas, Engro's sharcholding is shown in Exhibit 8.8.

Exhibit 8.8: Sharcholding Pattern a5 on December 31, 2004

. Individuals | Axm
- Investmeat Companics I
. Imsurance Companics | BE9
Joint Stock Companies: 43
Finencial Instilutions 19,50
| Modaraba Companies TS
Co-operative Socicties | Lm
(ithers 827
Tatal 100,00
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Faufi Fertilizer Company Limited (FFCL)
FFCL wag incorporated on May &, 1973, by Fauji Foundation in collaboration with Haldor Topsoe
AJS of Denmark and has completed 27 years of existence,

The first urea plant was commissioned in 1982 with design capacity of 570 thousand tonnes,
mhoqmnﬂnguhdhmﬁ“ﬁmdmmulb In 1993 the second urea plant was
comemissionsd with 8 production capacity of 635 thousand toanes ammually. FRCL soquinsd FakSawdi
Fertilrers i 2002 with annual prochactsen capscity of 574 thousand tonnes uren. Today the aggregate
production capacity stands nt almost tero million tormes annually, close to 5% of industry ures
production. The quality of product is being mairtained at the highest level in accordance with the
international standard specifications. Further capacity enhancement by 330 thousend onmes is under
consideration.
FFCL enjoys majority sharcholding in Fuji Fertilizer Bin Qasim Limited (FFAL) with almost Rs.
5 billson imrvestment, The Company has expanded ils capital base and is constantly exploning new
avenuess for investment. Its latest enberprise is 12.5% paticipation in equity of Pakistan Manoc
Phosphore 5. A, Morsceo (Joinl venture between FFBL and Office Cherifien Des Phosphates,
Morocoo (o produce and market phesphosic acid).
The Company operates in all the four provinces of Pakistan ns well as Northern Areas and Azad

Jaznmru and Kashmir through an extensive dealers' netwark with 5 market participation of around
63%. As of Docember 31, 2004, FFCL has produced and markated 25 million tonnes of “Sona’ urca.

FFCL was ihe firsi company in ferilizer sector io atiain 150 9002 cedification in respect of guality
management in 1997, FFCL has the distinction of heing placed amongst the Top 25 Companies by
the Karachi Stock Exchange consecutively for the past 10 years since 1594,
Duaring the year 2004, the Compeny earned net profit after tax of Ra. 4.004 billica. The cumualative
cash dividend distribation at 150% (Fs. 4.1 hillon) represented a payout of over 10096 of the set
profit after tax for the year, in addition to issue of 30% bonus shares. The Company’s contribution
to the National Exchequer at Bs. 9.446 billion by way of taxes, levies, excise duty, sales tax and
surcharge on gas, was more than double the net of tax eaming for the year, Since inception, the
Compeany has contributed over Ra. 61 billion to the National Excheqoer. By way of imspont substinsion,
the Campany's production has resulted in foredgn exchange savings of around TS § 4 bdllion since
I.MEFDCEL

As of December 31, 2004, the total nseets of the Compeny stood at Bs. 26 billion. The net worth
of the Company was Rs. 12,29 billion with market capitalization of Ra, 41.13 billion. A total of
87,774.116 MMSCF regulated gas was tranamitied during FY 2005, FFCL's sharchalding patbern
14 given m Exhibit 8.9,

Exhibit 8.9: Pattern of Sharehabding as on June 30, 2005

Individuals | 18.77
Investment Companies | 12.25
Insurance Companies | 16
Jome Snck Companics 1.68
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Financial Institations 6.72
Modaraba Companics 0.1
Charitabie Trusts 43,88
Foreign Investors 5.50
Lensing Companies 008
Mutual Funds 441
Total 100

Central Power Genervation Company Limited (WAPDA)

Consequent io the restructuring of WAPDA, its thermal genesation activity has been split up imo
three independéent generation campanies. Central Power Generation Company Limited (CPGCL)
being one of the three companies was regstered under the Companies Ordinance 1984 sand commenced
its commeercial operation on March 01 1999, CPGCL has been organized to take over all the properties,

rights, assets obligations and lisbilities of Guddw, Suklur and Quetts power stationa. The operation
of Bukkur and Cruetta power stations was discontinued in June 2000 ard therefore, CPGCL was
granted the Generation Licence an 01 July 2002 by MEPRA. agumst Guddo thermal power statiom
only hoving total gross capagity of 1,655 MW,

Sharcholding pattern

The authorseed capital of the company is B 50,000,0040,0000- divided inte 5,000, 000,000 ordinary
shares of Rs. 10 each, In total 50,000 shares have been issued and out of which one share of Rs. 10
exch has been issued to seven directors of the Company and 49,993 shores issued to WAPDA and
subsequently transferred in the name of President of Pakistan.

Cuantity of Regulated (7as Transmitted During FY 2004-05
Total gas tramsmitted was 108,591 440 MMSCF during the FY 2005
8.1.2 Customer Addition to the Gas Network in Various Categories

The tota] namber of mew gas connections provided to the residential, commercial and industrial
sectors, and the cumualative number of consumers on the gas network in the SNGPL and S8GCL
systems during FY2005, are shown in Exhibit 8.10 and Exhibit B.11 respectively.

Exhibit #.10: Summary of New Gas Connections Provided During FY 20035

: Industrial | 375 [ 47 [ 2n | _I | [0
Commercial 3,073 4 3| 1 4963
Domestic 152,765 a5 | 6213 9,652 251,171
Total 156,213 21,989 8,814 0,764 256, 7RO

Source: SNGPL & S5GCL
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Exhdbit 8.11: Summnary of Tedal Consumers as of FY 2005,

Inelustrial 2830 | E2 o | a2 6,066
Commercial 34,172 Ti86 1750 | 158 60,413
Domeatic 2180408 291760 LE2LSEE | 145231 4239008

Source: SMGPL & 85GCL

82 Consumption of Natural Gas

The contribution of each sector to total gas consamption in the country from FY 1999 w0 FY2005 is
shown in Exhibit 8.12. Histarically the power and general indhstry seciors have heen receiving gas on
2 low priocity besis. However, ever sinoe the mduction of gas fields soch as Qadirpar, Sawan, Miano,
Bhit, Zamzama, Chands, Ghurger, Mubarak Block, Mirpurkhas Block snd Kansdbdod into the national
gas grid, gas supply to these sectors has been improved significantly. The power sector's share in total
ghs consumption in the country has incressed substantially from 33% in FY1995 1o 44% m FY2005,
mainly beease of the substinstion of fuel ol with natural gas in the major power plants of Bin Crasin,
Muzaffargarh, Rousch, Jamshare, Kot Addu power stations and KESC.

The iransport secior, Although showing a very high growih rate, has a amall share of 7% in the country’s
total gas consumption. The ferfilizer sector’s share in gas consumpdion alse decreased during the FY 2000
i FYHIOS perind.

(s cansumption in the residestial ssetor meresses congiderably during the winber months of December,
Japuary and February but the anconstrained requiremsents of other sectors remain stable over the year.
To meet the increased demand from the residential sector, the otilities have had to cut gas suppliss 1o
power, industrial and fertilizer plants during the winter months,

Exhibit 812 Percentage Share of Sectors in Orverall Gas Consumption {Total Country)

Residentinl 21 0 15 15
Commercial 3 [ 3 | 3 | 2
Cieneral 21 21 1% 0
Fertilizer EY) b] 1% 16
Cement [ [ 1 | 3 | 1
Puwer £ | # 44 M
Transport 0 0 2 2
Total Country 100 [ 1] T

Source: SNGPL, S50CL and E&P companies,
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The share of each province in the total gas consumed in the country during FY 2003 is shown
graphically in Exhibit 8,13 and is tabulated in Exhibit 814, The Punjab i3 the Largest consumer
of gas, followed by Sindh, with shares of 46% and 44%, respactively,

Exhibit 8.13:  Province-wise Gos Consamption, FY2005

T %

= Punjab - Sndh - Balochistan = NWFP

Exhibit 8.14; Province-wise Gas Comsumption, FY2004-05

Punjabs 1478 S40948 a8
Sindh | 138) TR T
Balochistan 232 sz T e
NWEP 86 31,476 e
Total 3,179 | 1163514 100%

Source: SNGPL, S5GCL and ELP comparnies.

Sector-wise gas cansumption for the FY 2003 in the country, broken down inso the SMGPL, S8GCL
and independent systems, is tabulated in Exhibit 8.15. The share of cach sector in the toial pes
consumption in the country i in Exhibit 8,16 and the share of each soctor in SNGPL and 35GCL
is shown graphically in Exhibit 8.17 and Exhibit 8.18 respectively.

Congistent with the rends observed in total countmywide gas consurmption, the power sector contributed
the mest 10 the gas consumplion in both the sysiems, followed by the general indugiry and residenial
Sectore.
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[Exhibit 8.15: Sectoral Gas Consamption for FY 2005

Residential a0 161 : - am
Commereial 53 2 ; el
Cieneral industry 46 286 . o
Fertilizer | 113 8 333 508
Cement [ = u | - 7
Power [ s | s | 40 139
Transport s " | - oW
Subtotal | 147 2% TH L 3am
Ownuss and TED losssa | 135 B | - o
| Total Gas Consunuptian | 1,606 T 3.9
Supply figures at field quality.

Source: SMGPL, 85GCL and E&P companies.

Exhibit 8.16: Totl Sectoml (Gas Conmamption, FY2005

2% 150
29,

44%

1% 16%

 Rasidantial = Commarcial © Ganeral Industry
| Fertilizer = Cemant = Power
® Transport
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Exhibit 8.17: SNGPL Sectoral Gas Consumption, FY2005

o Rasidenlial u Cammercisl u Ganenal Induslry  Fariinsr
= Cament Powar = Transport

Exhibit 818; 55GCL Secioral Gas Consumption, FY 2005

“

» Residantial B Cornmarcial u Ganeral Industry  Farilizer
= Cerment Powear ® Trangport
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8.3 Gas Production Exhibit B.19: Province-wise Gas Production, FY2005

I recent years, the production of natural gas in Pakisian has been increasing mpicly and 2 significant
amount of gas reserves, totling abowt 10 Tef, have been added to the system during the last decade.

During the past years, Sui, Qadirpur, Badin, Mari, Dhodak, Kandhkot, Pirkoh and Loti, and the 4p0%  088%
northem felds have contributed the most 1o gas prodoction. Hissorically the Soi gas Aeld s bom
ane of the country's major fields and had remained central to gas supplies and infrastructure
developments. However, sizeable gns discoveries like Miano, Sawan, Bhit, Zanzama, Khipro and
Mirpurkhas blocks, Mubarak block, Ghunguri(Tal block), Chanda and Mazarani with totel production
in the range of about 1.2 billion cubic feet per day (Befid), have changed the overall gas supply
scemario in the country and have shified the stention of gas wiilides from the Sul Seld o the newly
discovered gas felds m the south,

Gas production from Bhit, Sawan Phase 1 and Zamzama Phase | commenced in FY 2403, while

production from Sowan Phase IT and the Khipro Block started in the second quarter of FY 2004,

Similarly pas producticin from Mispurkhas block, Mubarak block, Ghurguri (Tal block) and Chanda :

Field started in FY 2004-05. Additiora] gas supply alse commenced from Kandhkot field in the same gt o
fimancial yeas. Zameama phase-11 production will also be commenced in couple of years, In addition, Sourca: BNGPL, 8BUCL. and E&P rempaniea

a number of newly discovered gas ficlds are expected to be micgrated into the SNGPL end S5GCL

systems during the period FY2005 to FY2008,

Province-wise

Exhibit 8.20: Province-wise Gas Production, FY2004-05 (Field Chuality)

as production in

the couwniry

S |
s h o w n

graphically in Balochistan

Eahibit 8.1% and Bui a3 576 210,276
is tabulated in ’ i

Exhibit 8.20. Io Pirkoh and Loti R4S T 27,717
conitast 1o the Uch 425 ] 183 | 66978
provincisl shares Subtoial, Balochlstun H35 304,571
in total gas 1 1
consumplion, Simdh

most of the ges Qadirpur B85 469 171
production in the , B4 258 t Nﬂ
COUntry came

from Sindh, Sawan ! BEY | 3w | 123,280
follewed by Badin 1,037 200 75,860
mh'mm:t: EadanwariMinno a2 180 65,658
e evnciey's Diaru 1,100 6 | iz
biggest consumes of gas, has only a 4.8% share in the total gas production in the country. Mew Bhit 58 268 478
felds were discovered at Chanda and Gurgurd in NWFP, production of pas from these felds since Tolharata 1,014 | 1l | 4,128
staried. NWFPmmmhmﬂppmdncﬁuihﬁ: country and h:'uucqﬂnd that # wonld

increase in the coming years, Actual gas supplicd by different fickis supplying gas 1o the SNGPL, Haosan (Black 1) it 17 | G20
the S3GCL and independent gas neiworks during FY2003 is given in Exhibit 8.21, Man T4D 442 161,772
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Kandhknt [ #14 103 37,698
Sari : 915 : 2 73
Rehmat (Mubarak Block) 950 10 3321
Sara/Suri ] 810 | ] 3w
Khipro Block-Maimat Basal | 1,082 | 19 7,070
Mirpur Khas Block-Kanssr 1014 34 12,374
Subtatal, Sindh : 237 867,103
Punjab _

Phdhak | Ling 3 14,256
Northern Fizlds [ L1111 T8 28,518
Mandpur Paripir . 127 _ a8 16,536
Subiutal, Punjab [ = L 59,610
NWFP

Cluagari 2nd Chands | 1,080,150 n 5418
Subiotal, NWFP [ 2 2418
Total Country [ - 33 124,015

Soarce: SNGPL, S8GCL, and E&F companies.

Exhibit 8.21: Gas Sspplies to SNGPL, S5GCL and Independent Systers, FY 2005 |Field Qazlity)

SNGPL | |

Buj w5 472 172,37%
Firkah and Lati L 8 N7
Ditwadsi 1016 | W | 14,256
Chadirgur L] AR 171,424
Morthern Fickdy 1111 TE WATE
Ghargari sad Chanoda 1301115 23 2418
Hussa (Block 22) ] 17 5,204
Famzama & 164 5501
Sammun S8R s .5B6

RdE o
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REHMAT (Mubirak Rlock) 2m 0 3521
Sehromal, SVGRL 1,60 SHETIA
88GCL

Sul 715 104 37398
padin 1 ) sa0
Sawan 15 a0 20859
KadweaciMisno s 180 5558
Dhru | 1 . E . 2214
i) - R | B
Mrarani LA | m _ 4,128
Khipro block-Nii Fasal 1082 19 70
lkput-.é‘lmk-l'_ 1,004 !I 12.311
Smi 215 z M2
Mo | a0 . 161,772
Uch 475 183 55T
Ksadiken 5 1 FT.600
Sara/Sarl | mo 1 1204
NenstparFanipir xm a6 16536
[ —— . . 783 . 206,578
Total Country 1,396 1,248,115

Source; ANGPL, 85601, and E&P comparion.

8.4 Gas Infrastrocture

This section briefly discosses the main festures of the transmission networks, the total capacities and current
utlization of the critical segments of the petwark, and major network sugmentatsons underiaken by te SNGPL
& SSOCL. This epction ala discussed the independent pipeline transmisgion yshem.

84.1 SNGPL Infrastructure

Thae bulk of the supply to the SMGPL system comes from the flelds i Sindh and Badockistan, This i introduced
inti the network al ils southerm end &nd ten iransminéd 1o the nocbem markets. Inadditon, thene are many
amal] g Bekls im the Potwar regien of the Punjab and NWFP that [eed into the SNGPL network. The ERGPL

ind L ds from the Pirkoh gas field 10 Peshawar and can be divided into the following

main lega:
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®  Leg A {Sui-Faixslshad)

»  Leg B (Faisalabod-JThelum)

s Leg T (Faisalabad-Nowshera)

- l..-lg L' M‘M

*  LegK (awshern-Saidu Sharif
®  Leg N {Multan-Sahiwal-Lahone)
+  LegF{Adhi-Galli Jugif)

®  Leg J{{ialli Jagir-Drsalian)

= Leg F (Dhalian-Daudkhel}

A schematic map of the SNGPL tunsmission system is shown in Exhibit 822, Since the incorporation of
the SNGPL im 1963, the trepsmisséon retwork of the company has grown o o iotal kength of 6,121 km

an ol Juhe 2005, Doaring FY D004, the SNGEL laid dows 32047 ken of new transmission pipelines usder their
eapansion plan (Froject VI In sddition, & nusber of compressors wen also relocatod amongst the compnessor
slatbons in FY 2005 for aplimal operatsan of the system Following pipeling sugmentations, Details of papoline
angmentations undertsken in FY2005 are shoan in Exhibit 823 Project VI is near completion. A tolal
af 304 km of additianal pipefine will be laid down and 84 km of decommissioned segments will be uplifted
unider this project, ns per projections of the SNGPL.

The: megor segments of the SXIGFL ransmizslon network s lssed in Exhibit 8,24, along with their curment

capacily wlilizathon. The cusrent configurstion of the SMGPL'S compressor statioas, as of June 30, 2005 is
indicated in Exhibit .25
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Exhibit 8,.23: SNGPL Transmission System Augmentation in FY2004-05

Pipeline Laid . AV29-AB | 2605KMx36"din
Pipeline Laid . ACA-AV1S | 535 KM x 367 din
Pipeline Laid . AVII-ACE 32,18 KM x 367 din
Pipeline Laid [ Mubaszk Line . 3556 KM x 167 din
Pipeline Laid Eamdhkot Line | SLISEMx 16°dia
Pipeline Laid _ All-ACH | 3533 KM x 307 din
Pipaline Laid . CVILCVIZ  N30KMx16"ds
Pipzling Laid _ Phool Magar DV line ~ S3.75 KM x 167 din
Pipeline Laid BCI-B2 18,46 M x 24° dia
Pipeline Laid [ AlI-EYI | 2048 KM x 247 din
Pipeline Laid f Cheanda-Dandichel | 43T KM 10 dia
Pipeline Laid _ Wah-Huttar | 1979 KM x 167 din
Pipeline Laid | CCi-C4 2009 KMx 30" dia
Pipeline Laid MPI61.15-0C3 046,77 KM x 307 din

Total Length of Transmission System as on June 30, 2005 = 6,1 20064 KM
Source: SMGPL Project VIII Plan.

Exhibit 8.24: Capacity Utilization of Major Segments of $NGPL Tranamission System (FY 2004-03)

Leg A (Sui-Fuisalnbad) | _ |
Sui-Bhong, | B | 182430 0 96
Bhong-Multan 267 183036 1630 4%
Multan-Faisalibad | 233 1618243036 1222 104%
Leg B (Falsalabad- [ I [ [
Faisalahad-Lahore _ e 16 400 106%
Lahare-Fhelem | 156 BIDIE 15D 95%
Legs C & V (Faisalabad-

Peshawar)

Fabsalsbad-GallJagit | 266 10121630 350 %%
Gali Jagir-Peshawar _ 1 BIIE 200110 100%
Leg N (Multan-Lahore) | | | |
Multar-Sahiwal-Lahore 280 16,1824 280 B5%
Source: SNGPL,
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Exhibit 8.25: Compressor Stations in the SNOPL Transmisseon System as of Tane 3, 2005

ACD Sui Field 3 13,500
ACIXS Bhatg 5 26,340
ACIXG Bhang fi 29,620
ACH . Uch Sharif B 34,620
ACH Multan 5 22,120
ACT . Shorkot 4 16,000
ACE _ Faisalabad B 18,700
BC1 | Mansnwals & ,000
oCl Haranpur T 7,000
cCa | Kamma ] 0
FC1  Dinualkian 3 3,000
Tatal 62 LRSS0
B bhp: Bmke horsepower,

Source: SMOGPL

During FY 2005, magor portion of P-YTI was completed and commissaonesd including varous
segments of 36-inch, Miinch, 24-inch and 16-inch diameter pipelines. The details of these pipelines
are shown in Exhibit .23,

Belocation of compressors along with installation of allied squipment as envissged under P-VII

was not complated daring 1he year. Proposed compressor station NC-1 a1 Shaiwal was earlier
dizallpwred by OGRA on sccount of being imprsdest.

C-leg angmentation plan, which included sdditionireplacement of pipelines betwoen Faisalabad and
Clsoa Saiden Shah was completed. The company was also able 1o commission [0-inch diameter
Shakardara-Diandikhe] line doring the year.

B.4.2 S8GCL Infrastructure

A schematic map of the 33GCL wansmission system is shown Exhibit 8236, The S33GCL ransmission
network consists of the following three main legs:

# A l6-inch dinmeter pipeline from Sui to Karachi along the left bank of the Indus River,
hence called the Indias Left Bank Pipeline (TLEP)

®  An 18-inch and a 20-inch dameser pipeline from Sui 1o Karachi aleng the right bank of the
Indus River, hence called the Indus Right Bank Pipeline (TREF)

il & Gas Regulutory Authority
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& A 24-inch diameter pipeline from Kadaswar o Nawabshah and a 20-inch dismeter pipeline
from Hyderabad to Karachi, collectively called the Kadanwari Fipeline.

The watal length of the S5GCL ransmission metwork currently stands a1 2,943 km, The company
embarked on its Gas Infrasructure Rehabilitation and Expansion Project (GIREF)-11. The major
compenent of GIREP-I1 was construction of’ a 24-inch dismeter Sanghar-Hydersbad-Karachi Pipelme
1o ahsorh gas from Khipro and Sanjhoro Blocks. Phase-1 of this ling has been commissioned by
S8GOL. The Company bas also initiated its Quetta Prpeline Capacity Expangion Project (QPCEP)-
[[] under which it would lay 18-imch pipeling segments. A part of this project from Abbe-gam 1o
Much has been commigsioned.

The main segments of the 33GCL ransmission netwark alongwith their carment capacity utilzation
are shown in Exhibit 8,27, and the compressor stations are lisied in Eshibit 8,28, The S3GCL
transmission syslem sugmentation during FY 2065 has been indicated in Exhibit 829

With the recent finalization of the Zamzama Phase-IT gas sales agreement with the S3GCL, a 24«
inch dimmeter pipeling from Bajars o Karachi in the IRBP & being planned that will transmit the
full pabential supply from the Zamzama Phase-1, Zamzama Phase-11 and Bhit gas fields to Karachi,
The length of the company's distribution network is 25,752 Km and that of transmission network
is 2,043 Km.
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Exhibit 8.28: A schemalic mag of the S3GCL transmission systam.
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Exhibit £.27: Capacity wiilization of S5GCL Transmission System during Year 2005

16" Din. Indus Left Bank Pipeline (1LBF) B 8y
420" Diin, Kadanwari Fipeline m -
20°/18” Dia. Indus Right Bank Pipetine (IRBF) 400 400
127/16° 207 Dis. Quetta Pipeline B0 B0
18" dia 18 Kim Abighum to Mach Loopline | 10 [ 10
| 18" Dia, Badin Pipeline (Badin- Hyderabad) | 200 200 .
24" Din | 18KM bong Hyd-Sengher Loop line [ - L1
Phase | & 307 Dia 9% Bypass . . . |
Totul Copacities for SSGC (A) 1,050 [T [
18" Dia. Firkoh Pipaline (DODC) 35 35
167 Dia. ILBPF{SMGPL) Hasan-Sul | 30 | 20 [ -
207 [Me. IRBP{Revese flow to SNGPL) 170 1m -
Total contracted network - (B) | s | 238 [ =
Tatal T issian Netwark Capacity (A-+5) 1,285 1,235 &0
* Un ! v under meg
Sousce: SS0HCL

- 940
3 o
3 0,500
2 £
2 0 R0
T8 50
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Exhiblt 8.2%: 55001 Trassmission System Augmenintion in FY 200403

14" Diisrseter By Pass at 1 Balackiztan Commission date 16-6-05
Dingra Naliah oa QPL

14" Dissseier Loap line 1 Haloehsan ' Commission date 25-6.05
betwreen Abbe-gom

& Mach |

0" Dinsster By-Fass ] Sindh Commission date 15-5-05
o 167 ILEF from HQ-3

o BN Bindk Uiniversiy

4 DimerLoopLine 116  Sindh [ Commitsion dats 30-6-05
Sanghar-Hydersbod-

_Eﬂﬂ?ipeh[i‘l.—l,’.

akes Tk Dravsmbimion dogioh & o v J0, 2005 i3 1940 bileeeiem

8.4.3 Independent Pipeline Transmission Systems

A5 mentioned wrlior, 2 number of nabsral gas customers in the country anc supplicd with g brough
mdependent end dedicated pipalines. These customens inchude fertilizer plants 2= woll 2s power plents and,
m general, are connecied to Gelds with low gas quality, Le., of high nstrogen content aed lowr calorific valee.
Details of such pipelines conmecting the gas felds wo their respective consumens ane given in Exhikit .30

Exhibit 830z Independent Trmnsmissicn Pipelines

FFCL ari-Fauji Fertitzer | I ax
S S BT + e =
=5 B H'm"lrm.ﬂ_ﬁw} T s
ECPL Miari-Engro Chemical Tz X
CPOCL (WAPDA) Wlari-Gudd Thermal Power Sution | 20 5
CPGCL (WAFDA) Eandskot-Gudda Thermal 16 50
Power Statwon.
CPGCL (WAPDA) SMOPL's compresstion sintionat. | 16 ]
Sui Field-tTudda
Tl Power statian i
GGEBCL Ueh firld-Lieh Pwer Plant 26 £
B mpr S TP G T 12 -lﬁ_
Tmmm | D Im'.:l?“:.m = =
[WAPDIA) Pipeline nesr
Mari Well Mo.b
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8.4.4 SNGPL and SSGCL Distribution Mains and Service Lines
The twa main utility companies provide gas io their residential, commercial and industrial costomers
through their distribution networks, The distribution network of each area or city takes gas at high
pressure from the transmission network and disburses it 1o all the customers in the area through its
distribution mains and service linss. Bvery year, the utilities extend their netaork io new locations
to service a growing customer base. In the last year, the SNGPL extended its distribation network
by 10% to a cumulative wdal length of 42,192 km. Similarly, in the last year, the SSGCL extended
its distribution neteork by 6% to a cumulative total kength of 25,752 km. Exhibic 8.31 shows the
region-wise breakdown of the SNGPL and SSGCL distribotion networks as of June 2005,

Diomestic meter insisliation ab consumer promises

Exhibdt 8.31: Lengths of Distribution networks (SNGPLSSGCL) FY 2005,

Punjab ' " Sindh

Milian | 4677 | Karachi 17ss
Babawalpur 1,278 Hyderabad 4,269
Faisalabad | 5722 Nawsbshah e
Lahore 11,128 | Sukker 1,804
Ghujranwala | 5186 | Tatksoa | Leed
Islamabed T T '
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Substoral, Pusfl 008 Subsesal, Sindk 2146
Peshnwar | 4949 - CQuctin | 4606
_Abbotiabad L las | | —
Subtutal, NWEP 691 Subiol, Balockisian 4606
Total SNGPL Total S3GCT
Distributhon Medwaork 42,192 Distribution Netwark 25,752
Source: SMGPL and S8GCL.
8.5 Consumer Gas Pricing

The government fixes consamer gas prices and muintains them ot a uniferm level throughout the
country. The two utilities, SNGPL and S3GCL, supplying gns to consumers in their opemtional
ATeRs Are not regquired o maintain or provids o breskdown of costs of service delivery for different
segments of the transmission and distribution system or for supplying gas to different consumer
categories. The cost of supplying gas to customers at various locations is not sccounted for and,
regardless of the difference in cost due to bocation, all consumers within the ssme category pay a
uniform peice. Gas tasiffs and the preseribed prices determined by the OGEA for the SNGPL and
S80GCL for various consumer segments for FY 2005 are glves in Exhibit 832,

The comsumer price of natural gas in Pakistan compnaes (a) prescribed price for the gas companics
anid (b} Gz Development Surcharge (GDS) OGRA fizes the *preseribed price” fior the gas otilities
through public hearings where relevant stakeholders are consulted. The prescribed price inchudes
the following elements:

®  Producer gas prices, which are linked with international prices of crude 0il and HSFO

*  Exeise duty

®  Transmission and distribution costs

s Deprociation

*  hinimuom retumn o the s compandes as stipulated in the Warld Bank/ADE Loan covenanis
The preseribed price is designed 10 ensble the two T&D companies to achieve fixed returms on
assets; ihe difference between consumer tasiffs and prescribed prices is the GDE, Since the revenwe
entitlements of the T&D} companies are determined retrospectively through an adjustment of GDES,
the utilities have litfle incentive to improve their efficiency; similarly, the level of (overnment fiscal
revenue from this sector cannot be predicted with accuracy.
The Federal Govermment determines the consumer prices after adding or subtracting GDS 1o the
prescribed prices, and adviees OGRA for notification in the Official Gazette of Pakistan.
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Exhibit 832: Consumer (as Tanff Breakop, FY 2005 {Re. Per MMBTU)
[ Conmemaroocms |
il 4_Mﬁiml—
PreerbedPess L ConkmeiPlees | wat el warl et wal wat
| Conswnar Calegory Sl BEOCL | o drSons | A3 Q2033008 | £1.07,
aa Tizar azara | | |
wad waf waf Wt el war %
mm  Copgood | OLOR2ed | 02032008 | ¢ 073004 | 03075005 | i mEz | _Tasz TEED
ThdaarS Par Fasl iaz7g | dmias | hLEd 14791 ]
Fial St T T8 TA0E 7345 TI48 et I [ Mirsran AMoniy CEargea A | g | GEsa
| Setoand Gl wiaz | e | aiies | amE | iham P FFPE Trdon Fartbimar i
i whis | lmen | 7RIS 15258 e | e | Faed Biao. | mm ®IT T w77 |
hl:':-:'- Zias | e | 2epe [ SSeed | g | oeum el T imm | o hL=1+] RE T
| Esgrs Chemical
) 11147 106 [eE:) 12081 114 mea | | Feed 5. T2EE | TRB
| Wikiman Woewtly e (1 ameTe wonm | Fom AL T 25
B Cammariaiica facarnes Fouall Farilicar Company
P 201 o [ FIEET] o Fraby ] : Sizck 11:: ﬂl"‘f_
" incutial e —
_ﬁﬁm irchsaryifan Sl WAPCA FESE
_ITATE s b ] issas | 13741 Prica 1787 LA 1M 00 8713
| WA iy Charges 0] B [ iy G P i AN
Pl—— | Warta Meakatabet Frsaatod
[ Peca xees | g TA 1w | e peif::] | B rman A80LE AR08 67,41
| Wirwmam Manitly Chargea ofa] | TOTREE | TESTOM [ Fied Nowmy Chapes (Fal | mocon | P ATE (00 ]
,;;#m Tiiwey Fawar Ui i
[t Traas 1438 18178 dopm | tewn | Frice pea 258 B0 FTE T
Mo N e gumar | mesdy | Wirkrwm Wonihly Chames [Re) aguign |["rresso |
i "G, DiFwce Bale Ta Wapta's Guodu
Panohniefican Fariiae E
" Fasd S
T e 7 &1—..—!%— " Fanduet 1T 16841
| TEATE | e L T proy jss1a |
Fai-Ars Feriblcar L. |
_mﬁlh om | ne T Tam | B B 1854 |
AT e 0z 1e.ei
Timmeoa Herciies Chemivai Lid, @
—:‘Fﬁm i nm T ai Ef Snle price was revised to Rs 262,03 per MMBtu on 1™ January 2005
B ny 2k = ** Fined monthly charges were revised to Rs. 7,766 per month on 1 January 2005
Coniawed. Sources DGRA
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8.6 Future Outlook for the Gas Sector § £ 2 E 2 3 ?_ 7 |2 -l E 2y % o E
e wn
Thﬂdoma.nd“f;lrdgnha;:f; E Eigﬁﬂgﬁg EE:—EQEE!
growing at a rate of n i =
10% during the FY2000 to g g Bogligli| z 8¢ .8 |8
FY2005 period to reach 3.4 Befd 2 . - i ]
in FY200, The lurest s of g g E’F’EEFEEE ﬁnﬁﬁm;re;
iz in power generation, o o - o 2 = & ]
followed by 20% in the genecal Bl Eacgefglal Be§Bagl |8
indisstry, 16% in fertifizer and 1 5% wlE E 2 _ 8
in the residentinl seciors, The E RZ28 s é kA §' En bk Eg = 2 E
cement, transport and commercial 2 " i = ¥is N (o ]
sectors aceount for the remaining s #2388 2R Z AREER - ® E
594 of the gas consumplion in the F| szl spvegrgl|d
oouniry. g ] % " g
2 ] @
8.6.1 Nutural Gas Demand o d 5l sezacbefB| 8sgzafeff
; , Might view of & fenifieer plant = - = B 2
FY2005 being the "base yoar” for E| ssegeself| 523¢25% <8
this report. The base year figures represent the actual consussption and not te dernand is the system. - s
Figures for FY2006 and beyond show wnconsirained gas demand projections. E g2 3 g B8R § g B 7 §- n !.
4 : : - 3 — - E
The following assumptions were used in preparing the forecasts for ges demand: = B o= % g = E & 3 ﬁ P ﬁ g = E 5 g_
»  GDF was assurmed 1o grow anmaally at 6.3%. g 2 g E E .- a 5 8 E g e i g 5
»  Capacity additions for power generstion in hydel, coal, nuchesr and naturs] gas were assumed o by A il g - Wi "
nccording to the long-term plans of the utilities, E| 2 BEoncszl|z| E8E goE gld
» Gas demand in the residential and commercial sectors was calculuted on the basis of the E| 3222 ;B8 2 g8g=2 ol
number of new comnnections that will be added to the SNGPL and SSGCL systems and 5 i !. . __ o
consmplicn pef caslomes. 'y BEpEE g8 mis S 2 flp = r|f
- l]u.sdenmdFurgcmlhﬂnﬂ:yﬁrﬁlimruﬂmtmhﬂmhmdmﬂwir::m -] E 2 = n r i
ik . sty E 53--5§=: .nsw.ﬁ_;
®  All the existing cement plants connected to the gas network were assumed to continue -i E Ee§ B n il c|S EpnEag=8 |5
recaiv during the study period. = - =
ot " _ _ i Bl 8282 et B nso=8=|E
& Cas demand i the iransport sector was bassd on the vehicle conversion rates w CNG and
MR I wetiioyss e Tou, £ | Be82p 83| BaRg=Fcff
Exhibit 8.33 summerizes gas demand projections in the coantry. & ealorific value of 950 Btu/sef 3 B = e ] »
was assumed for sccounting purposes. The total gas demand was projected 1o imcrease from 3100 k] & EnZEg Bk Enf8=za3E 7|8
MM el in FY 2006 to 5,300 MMscfd in Y2015 and 9,000 MMscfd in FY 2025, an almest threefold E‘ 5
increase over 20 years, E 3
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8.6.2 Natural Gas Supply

Forecaats for the supply of gas from the existing fields were developed on the basis of corment
information and forecasts obtained from mdustry and govemment sources, The sopply from existing
fields includes all the producing Gelds, those slready centracted with the wilities and those for which
resarve cortification has been completed. The sew discoveries include fields already discoversd
that are not yet coatracted and are passing through the phase of reserve cenification and iervestgative
sudies. In line with the rends observed in the past, the estimates of anticipated supplies from future
discoveries wers developed assuming a reserve addition of 9.77 Tef per decade in the Toture, or a
comstanl rate of 0L97 Tef per year in the forecast period. A calorifie value of 950 Brwsef was
asguemed for accounting purposes, and gas supply was projected 1o increase from 3,600 MMscid in
FY2006 1 & maximuem of 4,100 MMscfd In FY 2000, and then expected 1o decline gradually w
2 500 MMzcfd by FY 2025, The gas production profiles of existing and amticipated gas discoveries
afe presented in Exhibit 834,
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Exhibit 8.34: Gas Supply Forecast
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8.6.3 Supply-Demand Gap

To work aut the supply-demand gap, grodas demand was caloulsied by adding transmission and
distribution losses and compression foel usage to the net demand. These logses and compression
el nsage were assumed to be at 8,0% during the study period. Both supply and demand forecasts
were normalized to a8 pas calorific value of 950 Biw'scf for accounting purposes.

The forecasted groas demand for gas, the supply, aind the projected gap or surplus in the market ane
twbulatex] in Exhibit 835, The supply forecast is based only on onshare gas discoveries and does
nat take inbe sccount amy import of gas or offshore potentizl,

The gap in the mearket is expected to be about 180 MMsefd and 7,000 MMecfd daring FY 2000 and
FY2025, respectively. The praphical representation of supply-damand gap has been shoomn in Exhibit
#.3a.

Indigenows gas supplies are expected to fall short of the demand afier FY 2009 and the alicrnatives
available for filling this shortfall, a5 well a5 issues associated with each, are summarized below:

»  lmporis of crude-oil refined products, particularly fomace oil, could be increased to meet
the shortfall. This would not be advisable as the coundry 15 already heavily dependent an
imporied oil,

»  The country has a well-developed infrastrecture for the transmission and distribution of gas,
which is a more efficient fuel better saited for use in the power and industrial sectors than
oil. In order for the continued and full utilization of the infrastructuse available in the
couniry, the govermment should encoarage and induce local as well as foreign ol and gas
compunies bo incrense their investment in the exploration activities in the country so that
the decline in local production can be met through new discoveries.

»  Inaddition 1o encouraging ol and pas exploration efforts in the country, and given Pakistan's
proximity 1o major gas reserves ki the Middle East aid &mlmmwarm

through trangnational pipelines from these gas-rich regions should also be
w»  Liguefied Mataral Gas (LMNG) is another alternative to meet the shortfall in gas supplies.
The import of LNG will invelve astablishing facilities for the de-liquefaction of gas, and
developing cost-efficient, specialized transport systems for use over long distances where
pipeline routes are not feasible.
The GoP will have to seek alternative sources of gns and enevgy to meet the expected shortfall in
gas supply from FY 2009 omwards. With the exception of a significant discovery in the offshore
prospects, the country will continue to depend on imported encrgy 10 meet shorfalls in gas and
EHEFEY.
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Exhibit &35: Gas Sopply:Demand Gap for the Country
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Exhibit 8.36: Graphical representation of Gas Supply-Demand Gap
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QO Compressed Natural Gas

The CNG market, currently at 67 MMscfd, accounts for about 2% of the total nataral gas market.
However, consumption of CNG bas increasad tremendously over the past three years, and this trend
is expecied to comtinue at least inbo the near future,

Historically, the GoP has encoaraged the use of CNG in automotive vehicles as an alternative o
liquid petroleum fiocls, In 1997, the Govemment introduced a mumber of measares to shift consumer
prefenences towards the use of CNG as an automotive fuel. OGRA's role in the CNG industry bas
helped the mereased use of natural gas in the lranspont sector. Procedures. for the application and
grant of licenses, approval of CNG equipment, imports and safisty compliance by the CMG statons
havve been greatly streamlined fo feciitste private sector mvestment. Investment promaotion inoentives
have included duties and sales tax exemption on imported machinery, equipment, conversion kits,
cylirslers, esc, for a period of five years since 19497 and the ssme hes recently been extended by CHR
till Jume 20006,

9.1 Vehieles Converted to CNG

The policies mentioned above have had substantial swecess, with an almost fivefold increase in the
rumber of vehicles operating on CNG betwesn FY 2000 and FY 2004, According to the Economic
Survey of Pakistan, there wene about 730,000 vehiches operating on CMG till 30ch June 2005 making,
up abouat 35% of the motorcars, vans and taxi-cabe on the roads as compared 1o 85,050 vehicles on
CHNG in FY 2000

In recent years, the introduction of new vehicles factory-lined with CNG kis bas incressed, which
has improved the safety standards of CNG use.

9.2, CNG Stations in Operation

A breakdown of CNG siations in operation in each province as of June 2005 is shown graphically
in Exhibit %.1. A comparison with the previous year, 05 given in Exhibit 9.2 indicates that there
has been substantial growth in the pumber of CHG stations set up in the current fiscal year 2004-
05 especially in the Punjab. Provisce-wise growth in CNG stations, ss given in Exhibit 9.3, About
5044 of the total installed CNG stations are located on independent premises and the remaining ans
co-located within petroleum filling stations owned by oil marketing companies (OMCs).

0l & {iss Regulatory Autharity

Exhibit 9.1 Province-wise distiibution of CHG stations

4%
18% o

sy
wsi:iillll|||||
B0

|+ Islamabad - Purjab - Sindh - WWFP - Balochistan |

Exhihit 9.2: Opemtiona] CNG siations

Punjob 293
Sindh [ 111
Balochistan | 1
Towl 535

Iz
415
133
133
A
TI1

Exhihit 9.3: Province-wise Growth m Mumber of CNG stations
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10 Liquefied Petroleum Gas

LPG s impartant in the energy mix of developing countries like Pakistan as it provides a clesmer
alternative to biomass, especially in locations where natural gas is not available, LPG cumrently
nccoumts for about 0.4% of the total primary energy supply in the country, This low penetration in
the total ensrpy markes is mainly due 1o local supply constrainis, the higher price of LPG in relation
to competing fisels such as kerosene and fuel wood.

Given the de-regualated environment in the LPG sector, OGRA bes simplified LPG licensing
procedures, thereby sirengthening the supply infrastructune and promoting an environment conducive
o competition. OGRA"s regulatory structure required monitoring of the activities of the LPG
marketing compardes o ensurs sufficient supplics all over the country, especially in remote locales,
anl manmtam mirrl.uru]'ll:ihh m'nl!inx‘h: domestic customers. As of June _"IEII 2005, there were 9 LPG
prilocers, 32 LPG marketing companies operating in the country with more than 20,0400 Metric
Toms storage capacity and having almost 4000 authorized distributors and around 2.0 million
conswmers. The LPG consumption and produuction: are given in Exhibits 10.1 & 10.2 respectively.
It is expected that more than 50% of the ioial domestic LPG is used in mortomaotive sector, Orher than
the marketing companies, 77 licenses were issued for the construction of LPG stormge and filling
facilities,

10.1 LPG Consumption

Exhibit 10,1 pives a soctoral consumpiion summary of LPG for FY 2005 in the couniry. LPG
consurmplion grew by shout 18% compared 1o last fiscal year.

Exhibitl1: LPG Sectoral Consumption, FY 2005

Damestic £ 313054
Commercial 270 UR453
(ehars 13 | 4737
Total 1141 416284

The issue confronting the authority is the handling of LPG by dealers & other persons who carry
ot illegal decanting and shifting of LPG from one vessel to another without ary safety considerations.
OGRA has time amd again advised the LPG marketing companies to check and ensuse that their
auiborized dealers are not isvolved in illegal decanting practices. Action has been taken against such
dealers by the companies on advice of OGRA. In addition, Provincial Government has also boen
requested bo lake necessary action as per section 285 & 286 of PPC (Pakistan Penal Code). In this
regard, DHstrict Admindstrations have regl | FTRs ard persons involved in decanting ans smested.
An aguressive media campaign has also been launched informing the public about harards of
decanting and requesting them to inform OGRA or nearhy Police Station,
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10.2 LPG Production

Currently, LPMG supplies are being met through thres sources: refineries, gas producing ficlds and
imports. The acrual supply from refinerics/producing fields is presented in Exhibit 10.2 and the
respective share of each supply source in the totnl countrywide supply s shown in Exhibit 10.3

Exhibit 10.2: LPG Supply during EY 2005

Attock Refinery 8,239 2257
| Pablston Rafinesy | 15,232 N7
| Wationsl Refinery | 18§22 5197
| PakoArbRefinery 150543 1 a1zas
| Subtotal, Refineries 192,836 - 51832
¥ M ¥
| OGDC (Babi) 11466 3141
| 0GDC (Dakhni) 5,132 14.06
OGDC (Dhodsk) | 67,345 18451
0GDG (Kumnar) 10277 28,16
| POL | aam 13253
| PPL L nam; 6184
IVL 28,327 7761
| Subtotal, Ficlds 196,570 s38.55
| imports | 4pae2 11094
Total Sapply 429,598 117780
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Exhibit 10.3: Share of Esch LPG Sapply Source during FY 2005
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103 LPG Consumer Prices

The GoP deregulsted LPG prices in August 2000, frecing companies o fix their own prices, Further,
LPG producers agreed upon and adopted loag-term armangements an LPG pricing terms. As a result,
the odl refinerses contracted a 15-year sale-purchase agreement with public ssctor LG marketing
companies, while other LPG producers signed the agreements for 10 years on the basis of an
international pricing foermula. Urder this pricing eriterion, the LPG price was lnmked with the manthly
comtract price for propane and butane pablished in the fereraatiomal Propame-Bune NMewsletter
(amnouneed by Saudi Aramen), Middle East Econamic Survey, in the ratse of 60:40. This was then
averaged for the first six months of the seven-month period immedistely preceding the relevant
Price Notification Period (PMP) and a freight clement not exceeding USE [2 S/toames was added.
OGRA, nader Buole 18(2) of the LPG Roles, has the right to inervene in the pablic interest and
determine LG prices in accordance with the prevailing policy of the Federal Government.

Exhihit 18.4 compares LPG price with the prices of competing fels.

Ol & (Gas Repalulory Authority




Exhibit 10.4: Compariaan af Fusl Prices
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10.4 LPG Projections

Sectoral projections for the LG demand and supply in the country were developed using a moderats
demand seenario for the period FY 2006 w FY2025. The following analyais presents the projected
diemand and supply scenario and the everall country balance.

10.5 Demand Projections

Using the GDP growth ratea,
popalation projections und variables
such as percentage of middie and
high income houscholds using
purchased {as opposed to self
collected) wood and the percentage
of houscholds not commected to the
niztural gas network in urban areas,
an estimate of potential demand for
LPG was caleulased for the country.
In the urban areas, only consumers
of purchased woisd as 8 cooking fiel
who were nol connecied to the
matarn] grs network were included in

Horimongal LG shorage vese|
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the podentia] consomer base. In the roral] arens, &1l middle- and high-income users of commencial wood as e
cooking fuel wers comsidered a potential hase by FY 2025, The potential demand was caleulated by assuming
camplete displscement of parchased wood a8 cooking fuel in the urban areas snd o maximem of 50%
displacement of purchased wood nsed for coaking in the raral aress, The potestial demand indicates the Level
of demand that could be achdeved if the price of LPG was reduced so that all middie- and high-income users
of purchased wood wouald switch 1o LPG.

The demnamd for LPG based on current comsumpiion parierns for the existing market base for the FY 2006-
FY 2023 period was estimated using a growth-based econometric model, The input variables in this model
incliuded projected tncome prowth rtes, progected growth rutes fior the price of LB, projected prowth rates
for the prices of competing fuels and moome and price elastioities.

Exhibit 10.8 provides a sammary of the LG demand in the country. For FY 2005, potential demand for LG
was estimated &t about T44 000 tormes. in the couniry snd is expected to increase to 2.7 million tonnes by
FY2023. Howewer the market-based demand is prajecied to incresse from about 489,000 sonmses in FY 2006
0 1.4 millon wases in FY3025.

10.6 Supply Projections

Projectioes of indigencus LEG sugrplies from flekd v
plasits, refimerics and imports for FY2006 w FY2025 |
are given in Exhibit 10,6 and Exhibit 10.7.
Projections of supply of LPG from field plants were
based on the existing and projected reserve sizes and
expecied deching in production from the figlds, Mew
il and gas discoveries expected jo take place (s the
forecast peried were also laken into account. |
Projections of refincrics were based on the estimeted
curent and fuhare production capacities of existing
and new: refineries hased on histerical mends reflecting
the amount of LPG that each reflnery is capable of
producing.

g

1L LPG: Eximaction Plarm

10.7 Supply and Demand Balance

The overall country demand and supply balance for PG is given in Exhibit 1008 and Exhibit 10.9,
A supply surplus can be expected to a leved of 134,000 tonnes a8 a resalt of the projected incresse
in LPG supply, provided the current consumption and pricing trend continue in the near term.
However, if the market expands wo the howsebolds uiing commercaal foel wood for cooking purposes
in the urban or rural areas, it i expected that the indigenois LPG supply will expenence a shortfall
that moy prevail throughout the study period,
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