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Annexure A - Notice (o the Reader

Limitations

This engagement was carried out from 22 April 2016 to 17
August 2016 and the data and information relevant for this
report was gathered during that period. We have not
sought to update the data, information or report for events
or circumstances after that date.

We have relied on the documents, MIS reports, extracts
and information provided to us by the management of Sui
companies and the Authority and have not verified these
from independent sources except wherever deemed
necessary.

The information gathering generally included meetings with
key management personnel of the Sui companies and the
Authority and desk-based research. Our fieldwork was
conducted at the premises of SSGC and SNGPL and
desktop searches and data analytics were made at KPMG
Karachi office.

Our study is also based on the information and studies
available publicly at research portals, specialized institutes
and KPMG knowledge base.

In preparing our report, our primary source has been the
information provided to us by the Sui companies and the
Authority, local internal management information and
representations made to us by management of the Sui
companies. Details of our principal information sources are
set out in Bibliography.

The views expressed in this document are based on our
understanding of current laws and regulations and the best
practice followed by the companies. Whilst every effort has
been made to ensure reasonable accuracy of the views and
information provided in this report, no responsibility for any
loss sustained to any institution acting or refraining from
action as a result of the above views, can be accepted by
KPMG.

The report should not be considered as absolute
assessment of UFG related practices of the Sui companies
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and is subject to the guidelines, instructions and regulations

issued by the Authority from time-to-time and/or any other
regulatory/competent authority.

We have not conducted any audit, review or assurance
engagement, thus have not provided any opinion on the
performance or operational efficacy of the Sui companies
and/or the Authority or any other organization associated to
them. The recommendations provided in this document are
based on our understanding of the current regulatory
environment and the operations of the Sui Companies.

Our analysis on theft by both registered and non-registered
consumers does not consider the implication of IFRS 15 on
financial statements of both the Sui companies.

Our conclusions are based on the completeness and
accuracy of the facts, assumptions and representations
provided to us. If any of the information provided to us is
not entirely complete or accurate, it is imperative that we
be informed immediately, as this could have a material
affect on conclusions.

Our interpretation of the regulations and comments are not
binding on the authorities and hence there can be no
assurance that the authorities will not take a position
contrary to our comments.

We have relied upon the relevant information provided by
the Sui companies and the administrative interpretations
thereof. These practices may be subject to change,
retroactively and prospectively, and any such changes could
affect the validity of our conclusions. We are not
responsible for updating our advice for changes in law or
interpretation after the date hereof. We are not acting in
the capacity of legal advisors of the Authority and Sui
Companies. The comments provided herewith, therefore,
do not constitute any legal opinion.

Any advice in this document is not intended or written by
KPMG to be used, and cannot be used, by a client or any
other person or entity for the purpose of (i) avoiding
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penalties that may be imposed by any competent authority
or (i) promoting, marketing or recommending to another
party any matters addressed herein.

The limitations and constraints as to the availability of the
information on the quantification and relating to the
measurement of UFG contributing factors viz. gas theft,
pipelines leakages together with and including incapability
of Sui Companies regarding measurement metering
plausibly limits us to propose a single benchmark UFG.
Hence, we have studied and provided with UFG Allowance
formula for the Sui companies in our study.

We have considered UFG allowance rates applied
internationally by developing and developed countries’
regulatory authorities. Since there is no direct comparability
of Sui Companies with any other company due to size and
unbundling of company operations, we have proposed a
relaxed allowances to reflect and translate demographical
challenges and constraints of the country.

We believe that the maintenance of adequacy and
completeness of the information and related controls is the
responsibility of the management of Sui companies. Due to
inherent limitations in information management and internal
controls, errors or fraud may occur and not be detected.

Also, information and controls found to be accurate and
functioning at a point in time, may later be found deficient
because of the performance of those responsible and
maintain them, and there can be no assurance that
information and controls currently in existence will prove to
be adequate and complete in the future as changes take
place in the companies.

The findings in our report are the result of performing the
scope of work as defined in our Contract for Services "UFG
Study”, and based on information made available to us. We
might have become aware of further information that could
be relevant to the present report should additional work
have been included in the scope of our terms of
references, or additional information was made available to
us.
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Where our report makes reference to statements of any
individual, those statements are clearly indicated as such.

Our work has not taken into consideration any tax, legal,
civil or criminal law implication arising from the assessment
carried out and reported in this document.

The content of our report has not been reviewed by Sui
Companies employees/ BOD / other officials.

We have satisfied ourselves, so far as possible, that the
information presented in our report is consistent with other
information which was made available to us in the course
of our work in accordance with the terms of our contract for
services "UFG Study” and have relied on the documents
and information provided to us by the management of the
Sui companies and the Authority. We have not, however,
sought to establish the reliability of the sources by
reference to other evidence and have not verified these
from independent sources except wherever deemed
necessary.

This document has been prepared specifically to provide an
independent study of the UFG and TORs as described in
our Contract; and accordingly should not be used for any
other purpose.

This document is confidential and for the internal use of the
Authority. Accordingly, the circulation of this document
should be restricted and should not to be distributed to any
person other than the management of the Authority or
referred to or quoted, in whole or in part, without our prior
written consent except as specifically provided in terms and
conditions annexed to our contract.

In the event KPMG is requested pursuant to subpoena or
other legal process to produce its documents relating to
this engagement for the Company in judicial or
administrative proceedings to which KPMG is not a party,
the Authority shall reimburse reasonable expense incurred
in responding to such requests.
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Limitations exist regarding availability of demographical
information for the comparable countries and UFG related
information relating to Pakistan and comparable countries which
inter alia include YoY increase in gas pipelines, per capita
consumptions, historical trends of gas consumer, change in
networks from urbanized to rural network, etc. Had such
additional information been available to us, our
recommendations to the study might have differed from the one
provided in the report.

Confidentiality

This report addresses factual issues and does not consider
legal issues. We have undertaken the work described in
accordance with the objectives of this report. In light of
this, the report should therefore not be regarded as suitable
for any other purpose and, to the extent that other persons
choose to rely on the report, they do so at their own risk.
We will accordingly accept no responsibility or liability in
respect of it to persons other than OGRA.

This report, is private and confidential, is for your
information only, and has been prepared solely in
connection with TORs set out in our Contract for services
on "UFG Study” dated 21 April 2016. For the avoidance of
doubt our report may not be disclosed, copied, quoted or
referred to in whole or in part to anyone as permitted
above without our prior written consent.

Such consent, if given, may be on conditions, including
without limitation an indemnity against any claims by third
parties (and/or the signing of “hold harmless” letters by
those 3rd parties) arising from the release of any part of our
report.

In addition, we have no obligation to update our report or to
revise the information contained herein because of events
or transactions occurring subsequent to the date of the
completion of our fieldwork up to 17 August 2016.
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Legal Advice

= Although our report may contain references to relevant
laws and legislation, we do not provide legal opinion on the
compliance with such laws and our findings in this report
are not to be construed as providing legal advice. Our
discussion of the relevant laws is intended solely to
facilitate the determination of applicable facts which may
be relevant to the interpretation and/ or application of such
laws. Should such interpretation require legal advice, we
recommend that independent legal advice be obtained.

" We have not assessed legal and other risks which might
arise for the Authority and / or Sui companies as a
consequence of the events and facts described in this
report.
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Access Arrangement

AHA

Available capacity
Base Conditions

Bulk / wholesale consumer
Capacity allocation

Common Carrier

Connected System

Consumer

Contracted Capacity

Custody transfer measuring
facility
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An arrangement between transporter and shipper or between transporter and other connected system operator as
approved by the Authority.

[A homogenous area which means a part of the gas pipeline transportation system within which the same quality of gas
is received or delivered, over a specified time period.

The difference between the technical capacity and contracted capacity.

[Volume and gross calorific value which shall be measured at base conditions of 14,65 PSIA and 60 degree Fahrenheit,
however, calorific value calculation shall be as defined in Gas processing Association (GPA), American Society for
Testing Materials (ASTM) or ISO relevant standard.

A consumer who purchases natural gas for resale

Maximum daily quantity (MO) in MMCFD of gas which can be delivered at a certain entry point and exit point, in
accordance with relevant access arrangement

Facility declared to be available by transporter to provide service to all shippers which discrimination.

A natural gas transmission or distribution system or a natural gas production facility or a LNG terminal or a natural gas
storage facility that is interconnected with transporter's gas pipeline transportation system.

means and includes a person who receives a supply of gas under contract with a Gas Utility Company for the specific
purpose of consumption and a premises that is connected to a gas pipeline for the purposes of obtaining supply of gas
and includes a successor in- interest of a consumer and includes Compressed Natural Gas (CNG) Stations which receive
gas for their own consumption and resale for vehicular use.

Firm capacity that the transporter committed with gas producers, its consumers, aggregated volume contracted with
other shippers for transportation or connected system operator at the time of capacity declaration in volumetric terms
on daily, monthly or yearly basis under an access arrangement.

A facility which measures the quantity (in terms of volume and energy) and quality of natural gas for transfer of custody
from one shipper to transporter.
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Entry Point

EVC

Exit Point

Gas main

Gas pipeline transportation
system

Houseline

Line pack

Natural Gas

Negative Imbalance

Nomination

The flange at downstream of the meter at which the gas delivered by shipper or by connected system operator, is
injected into the gas pipeline transportation system of the transporter.

An Electronic Volume Corrector, which corrects gas volume registered by the meter at line conditions to the base or
contracted pressure and temperature values as stipulated in a gas supply contract between a Gas Utility Company and a
consumer.

The flange at downstream of the meter at which the gas is withdrawn from the gas pipeline transportation system of the
transporter.

A distribution line that serves as a common source of supply of natural gas for more than one service line.

All transmission and distribution pipeline, spur pipelines, associated facilities downstream of gas producer's processing
plant or shipper's delivery point, re-gasification terminal which are used for transportation of natural gas from one point
to another, but shall not include the gas processing plant and re-gasification terminal pipeline within the battery limit of
isolation valves of the plant or terminal.

Pipes and fittings, approved and tested by the Gas Utility Company, on and located within any property boundary wall
for which gas sale and purchase agreement has been executed or perimeter used for the purposes of receiving the
supply or the consumption of gas.

The volume of gas in segment of gas pipeline transportation system at a certain point of time at a defined gas
specification, temperature and pressure.

Hydrocarbons or mixture of hydrocarbons and other gases which at 60 degrees Fahrenheit and atmospheric pressure
are in the gaseous state (including gas from gas wells, gas produced with crude oil and residue gas and products
resulting from the processing of gas) consisting primarily of methane, together with any other substance produced with
such hydrocarbons.

The imbalance created by the shipper if the shipper off-takes more quantity of gas from the gas pipeline transportation
system than injected into it. Shipper shall be allowed a negative imbalance of one percentage of contracted capacity as
tolerance limit. Any negative imbalance over the tolerance limit shall be liable to charges as agreed in access
arrangement, in addition to transportation charges.

Notification process between the shippers and the transporter to schedule shipper's daily delivery and off-take
quantities relating to each entry point and exit point, agreed in the access arrangement.
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Positive Imbalance

RLNG

Sale

Transportation Loss

Transportation Tariff

Unaccounted For Gas

Unauthorized use of gas

Theft
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Imbalance created by the shipper if he off-takes less quantity of gas from the gas pipeline transportation system than
injected into it. Shipper shall be allowed a positive imbalance of two percent of contracted capacity as tolerance limit
and any positive imbalance over the tolerance limit shall be liable to charge as agreed in access arrangement, in
addition to transportation charges.

Natural gas obtained after gasification of liquefied natural gas (LNG) conforming to RLNG specifications as set out in
Schedule lll.

Sale of gas to consumers of gas including gas internally consumed by a Gas Utility Company in connection with its
regulated activity.

The quantity of gas, which is unaccounted for by reasonable and prudent operator including but not limited to
measurement uncertainty, blow downs, venting or releases during regular operation and maintenance of the gas
pipeline transportation system used as common carrier. The volume of such gas would be calculated on the basis of
past three years historical data of actual losses in defined transmission pipeline network distribution or supply main
network or segment. In case the historical data is not available the same shall be agreed upon by transporter and
shipper through the access arrangement and shall be approved by the authority.

The charges payable by shipper to transporter, as approved by the authority from time to time, for transporting unit
volume of gas including fixed charges under the access arrangement.

In respect of a financial year, the difference between the total volume of metered gas received by a licensee during that
financial year and the volume of natural gas metered as having been delivered by the licensee to its consumers
excluding therefrom metered natural gas used for self consumption by the licensee for the purpose of its regulated
activity; and such other quantity as may be allowed by the Authority for use by the licensee in the operation and
maintenance of its regulated activity.

Means and includes the acts of receiving, consuming or providing a supply of gas from a pipeline or a meter of a Gas
Utility Company other than that contracted for by any person, the unauthorized receipt of more gas than is registered by
the meter or other measurement device, tampering to increase metering pressure, unauthorized enhancement of gas
loads other than contracted for, consuming gas through by-passing of a meter or other measurement device and gas
usage by direct tapping to the gas supply of a Gas Utility Company.

Theft of natural gas means use / consumption of gas in unauthorized / un-lawful manner for which the user / consumer
has neither been billed nor he/she has paid for such consumption.

Ji ¢ a Partne ered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG Internationa
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Annexure G- Ghronolody of Events

Over the course of the UFG study exercise, without compromising our independence, we have been actively involved in
consultations with all the relevant stakeholders including both the Sui Companies and OGRA at multiple intervals in order
to get their viewpoints and observations on our report and findings. Further to our meetings and comments thereof
provided by OGRA and the Utilities, where necessary, we have reflected and made changed to our second draft report.
Details of the meetings/consultative sessions is as follows

Date | Location | Event | Attendees
31 Dec 2015 OGRA Office = Proposal Submitted by KPMG provision of advisory services
Islamabad related to UFG benchmarking.
sFebaoe  CORAOfice T g Tt approsch, methodologies and retevant © KEMG Team
Islamabad v Y g P ' 9 = OGRA Representatives
credentials.
. SSGC . . " = SSGC Management
19 April 2016 Karachi Office SSGC presented its stance/ position to KPMG = KPMG Team
= KPMG Team
. OGRA Office : : . = OGRA Representatives
21 April 2016 Islamabad Project Kickoff meeting. - SNGPL Management
= SSGC Management
21 April 2016 .
to KaraiﬁiG(gffice " On-Field Project Execution . gzgﬂg&zi? ement
30 Sep 2016 g
17 July 2016 -
To LahSo’:IeGghice " On-Field Project Execution " EEXSLTI\G/IZTa ement
21 July 2016 d
97-Jul-16 SNGPL * Meeting on the stance/ position of the Sui Companies on the = KPMG Team

Lahore Office

UFG issue.

Mirza Mahmood Baig

kPG
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Date | Location | Attendees
= KPMG Team
OGRA Office . . = OGRA Representatives
11 Aug 2016 Islamabad Meeting on Project progress and way forward = SNGPL Management
= SSGC Management
* OGRA Representatives
16 Aug 2016 Karachi KPMG Team attended OGRA Public Hearing. = Public
= KPMG Team
OGRA Office = KPMG Team
08 sept 2016 Islamabad Meeting on Project progress and way forward = OGRA Representatives
20 sept 2016 OGRA Office KPMG submitted the 1°' draft of the UFG study report
Islamabad
OGRA Office KPMG presented the 1° draft of the UFG study report to the = KPMG Team
Islamabad Authority. = OGRA Representatives
= KPMG Team
29 Dec 2016 OGRA Office KPMG discussion with Sui Companies and the Authority on = OGRA Representatives
Islamabad the 1 draft of the UFG study report. = SNGPL Management

SSGC Management
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Annexure D - Key Persons Interviewed

Key person Interviewed

No. Name Designation Department Company No. Name Designation Department = Company
1 Amin Rajput Acting Managing - SSGCL 17 Arshad Qazi Deputy General Meter Repair SSGCL
Director Manager Shop
2 Board UFG - Board SSGCL 18 Muhammad Measurement SSGCL
Committee Committee Zubair
3 Fasih Uddin Acting Chief Regulatory SSGCL 19 Khuram Nayar Engineer - Gas Measurement SSGCL
Fawad Financial Officer Affairs Quality
4 Muhammad Deputy General Research and SSGCL 20 Amjad Lateef Managing Director - SNGPL
Kamran Manager Development
21 Mirza Mehmoood Board Member Director SNGPL
5 Samad Lakhani Head of UFG UFG SSGCL Ahmed
department . .
22 Muhammad Chief Accountant Finance SNGPL
6 Abdul Wadood Chief Engineer UFG SSGCL Kamran Akram department
7 Nisar Ahmed Acting SGM Distribution — SSGCL 23 Abdul Aziz General Manager UFG
Shaikh North department
8 Nadeem Qayoom Deputy General Distribution — SSGCL 24 Qaiser Masood Chief Engineer UFG SNGPL
Manager South (Central) Khan department
9 Hussain Qazi SSGCL 25 Jamshed Riaz Engineer UFG SNGPL
department
10 Mahmood Jilani Deputy General Transmission SSGCL
BN Manager o 26 Kahif Javed Deputy Chief Regulatory SNGPL
Accountant Affairs
11 Sheharyar Kazmi General Manager Billing SSGCL
12 Haneef Ghazi DCM Billing SSGCL
13 Nawab Ali Shah Manager Customer SSGCL
Relationship
14 Kashif Qadeer Deputy General Customer SSGCL
Manager Relationship
15 Muhammad Taj Deputy General Measurement SSGCL
Manager
16 Qadir Bux Chief Engineer Measurement SSGCL
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Annexure £ - Key informationy/documents reviewed

Following are key documents/information that came to our consideration during our study:

© 0 N o o b W N

_
- O

12

13
14

15

National Gas Tariff Rules, 2002
OGRA Ordinance, 2002

Natural Gas Regulatory Authority (Licensing) Rules, 2002 N
Sui companies Licenses 18
Criminal Law Amendment Act, 2011 19
Theft Control Ordinance 2014 20
Procedure for dealing with theft, 2005 21
Natural Gas Third Party Gas Access Rules 2012 29

Low BTU Gas Pricing Policy, 2012
Natural gas Allocation & Management Policy, 2005
Natural Gas Consumer Price Notifications

Standard technical Specification for Equipment and
Material used in Transmission & Distribution.

Audited Financial Statements of the Sui Companies
Annual Reports of the Oil and Gas Regulatory Authority

Estimated Revenue Requirement of the Sui companies
from 2003 to 2015

Document Classification: KPMG Confidential

SSGC’'s UFG Committee presentations

Revised Estimated Revenue Requirement of the Sui
companies from 2003 to 2015

Final Revenue Requirement of the Sui companies from
2003 to 2015

Economic Coordination Committee Decisions
Petitions filed by the Sui companies
International UFG studies

Judgments / Decisions by the Civil Courts
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Annexure J- Thertraid

Gas Theft Raid - SSGC | Mehran Town

— The UFG Project team along with SSGC's Customer Relationship Department (CRD) task force headed by Mr. Nawab Ali Shah
(CRD), conducted a raid being as part of continued operations against illegal usage of gas. The operation was conducted in May
2016 at Merhan Town situated in Korangi with the support of designated Sindh Police task force further to information received
that the area residents have illegally plugged the distribution main.

— The gas theft was skilfully planned as the underground line was plugged and connections were spread through out the area
through under/over ground pipes leading to a vast amount of Gas theft.

crbTeam accounted for the (3A@S Theft and Disconnected iliegal
Gas Supplies by removing Rubber Pipes and Underground Connections.

kPG 19
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Gas Theft Raid - SSGC | Mehran Town

— The team found around multiple houses using gas illegally by injecting rubber pipes in SSGC's main distribution pipeline
network. SSGC crew immediately removed all clamps, accessories and rubber pipes and took all these goods in its custody. The
officers and staff of SSGC police station, Utilization and Distribution Maintenance Departments and UFG Consultants were also
present at operation site.

— It must be noted that SSGC's crew had already disconnected these illegal connections in the same area couple of times during
the current year, however, the culprits usually re-install their illegal connections some time after SSGC's operations. The
involvement of internal contractor was highlighted by resident of the area.
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Annexure K - ECC decision
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Date: -Mﬂr‘ﬁ 1;. 2016

@?@UQ y
% "(/{L\dﬂﬂ

r\ Reference: RA-TAR-14-15(F-021
pirector General (Gas),

('h Ministry of Petroleum & Watural Resources,
Uovemment of Pakistan,
First Floor, Petroleum House,
Scctor G-5/2, Attaturk Avenue,
Islamabad,

Subject:

Deear Sir,

Please refer to the Qil and Gas Regulatory Authority’s (OGRA) determinations of Final Fevenus
Requirements (FRR) for FY 2012-13, FY 2013-14 and FY 2014-13 dated November 5, 207 5, November 6,
2005 and November 27, 2015 respectively. 1t is submittsd that OGRA has only allowed 75 %% of the volume
claimed in respect of Law and Order affectsd arcas while it has been stated that the remaining claimed
wvolumes/amounts be paid by the Federal Government as subsidy or from the Royaity of concemed Province.
'This alons has already adversely affected Sui Morthern Gas Pipelines Limited (SNGPL) to the wine of Rs.
2,454 million over a period of 3 years (i.e from FY 2012-13 to FY 2014-15).

Tt is submitted that Chiefl Mini Khyber Pakh h wvide letter Mo, PSCM/SNGPL/KPES 1= 1/2013/5390

dated December 19, 2013 (copy enclosed) has already scknowledged that the gas losses in Ol & Gas
producing areas of KPK are not due o inefficlency of SNGPL but due o prevailing worst law and order

situation of the area,

In wiew of the above narrated si bon and dil fi 1 position of the Company, it s requesiel o
advice OGRA to allow entire Law & Order related claimed volumes ¢ amounts in totality in respect of the
period FY 2012-13 o FY 2014-15 enwards, since Law & Order Is a Provincial and act & Federal Govermnent
subject.

Your immediate intervention in the said matter is solicited which will go & long way in resolucion of this long
standing issue.

Yours Sineerely
Sul Northemn Gas Pipalines L,

(SYED JAWAD NASEEM)
General Manager (RA)
Sfor Managing Drivector

Encl: A5 above.
T Exccative Director (Gash OGRA
e Registrar, QGRA

- B r
Totmhonen Exom: U SIRIANAE | retmphanes speanwaiare | rax SIS | wessngpocn o CTIRED 5‘}
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/The Chairman,

Ll

8 38D LDLAMRERL rEeE

Moneging Biracie |

!

No. DGO (AC)-5(25)/14-15-Val-I-Pt

30 MER 7016 Government of Palkistan
Eting R, e Stfﬁ Ministry of Petroleum & Natural Resources
|,‘u Nerthera Gos Pipe Lines Lic {Policy Wing)
R Directorate Ceneral of Gas 3 [ MER 200
First Floor, Petroleum House, G-5/2 =
- ¥

Islamabad, the 309 March, 2016

0il & Gas Regulatory duthority,

Subject

Dear Sir,

Further to this Ministry's letter of even nwnber dated 25.03.2016 on the above
subject, | am directed to state that thereis no such mechanism nor subsidy head available with
the Federal Government to fund clalms made by the gas utllity companies in the respect of Law

and Order affected areas. Further utillzatien of the Royalty post disbursement is the
prerogative of the Provinclal Governinent(s) under the respective Petroleum Policy and hence
Federal Government may not be in a position to advise the concerned province to subsidize the
zforesaid elaim of gas utilities through Royalty,

2 In wiewr of zbove, OGRA s kindly requested to consider the request of M/s SNGPL

vegarding ciaim of remaining gas volume in Law & Order affected in pursvance of subject ECC
decision already conveyed vide this Office's letter No. DGOLAC)-5(26)/2012-13-Vol-11-Pt dated

11.12.2014.,
- SRS Yo v,
e

Gt OFe)
= A olent W - m

)
[Abdu! Rasheed Jokhio}
Director (Tech.)

o — ce: KD L
T )5\%}*{6? L. Lakiore Dol Py

=1 TheManaging Director,
ii.  The Managing Director, SSGCL, Karachi o
ili.  5PStpSeeratary Petroleum & NR Soemsd /
Pt e I

W SPStoAddl Secretary (A&D) Petroleum & NR SLemT

v.  PAroDG {Gas) Perroleun & NR ( 1) :
[ mgore-e (o e T

5ath—H|1)
2 o
carid Ot T en (@A
e A
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Annexure L - Gas price notificaion
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Annexure M-Minimurm Consumption
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Annexure N- Leaks per KM

SNGPL SSGCL

Underground Leak Survey Statistic FY 2011-12 to 2015-16

FY Length (KMs) ‘ Leak Spots ‘ Average Spots/KM
South
2011-12 991 2,946 6.00
2012-13 1,103 8,608 7.80 ‘
2013 - 14 1,266 11,654 9.21 ‘
2014-15 2,290 16,548 1.23 ‘
2015-16 (11 M) 2,644 11,591 438
8,204 54,347 6.55
North
2011-12 1,462 3,005 2.06
2012-13 1,947 4,684 241 ‘
2013-14 1,090 2,662 2.44 ‘
2014 - 15 1,704 3,914 2.30 ‘
2015-16 (11 M) 1,653 3,975 240
7,856 18,240 232
Total 16,150 72,587 4.49
KPMG 25
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Annexure O - Measurement Eimors

The key parameters that effect the calculated gas volume are
provided below. These parameters are measured with standard
equipment and adjusted accordingly for calculation purposes.

1) Temperature

2) Pressure

3) Compressibility Factor

4) Natural gas Components (Gas Quality)

Affect of Temperature on Volume of Natural Gas:

In different geographical locations temperature significantly
varies and must be accounted for adjustment factor in
measuring natural gas transmission.

In accordance with Charles Law for temperature, gas expands
as the temperature increases and contracts as decrease in
temperature occurs (Refer Annexure A).

Simple Correction Factor:
We can calculate simple correction factor (Ft):

Ft =(Base Temp + 460)/(Flow Temp + 460)

As per contract agreements utility companies always agree on
a base temperature to either sell or purchase gas. Whenever
there is a slight deviation from base temperature, the change
should be accounted as per agreement. The following example
reflects the correction factor calculation:

kPG

Calculation at 40 °F :
Ft = (60 + 460) / (40 + 460) = 1.040

For this example we have used 40 °F temperature as our flow
temperature. As per calculations, our answer is 1.0400. So to
correct our volume for temperature we would multiply our
Actual cubic foot (Acf) volume by this factor. Since the
temperature has caused the gas to contract we can fit more
gas into the same space.

Calculation at 80 °F:

For calculation at 80 °F hold everything constant except change
the flowing temperature to 80 deg F.

Ft = (60 + 460) / (80 + 460) = .9629

For this example our answer would be .9629. So to correct our
volume for temperature we would multiply our Acf volume by
this factor. Since the temperature has caused the gas to
expand we can fit less gas into the same space.

Affect of Pressure on Volume of Natural Gas:

Due to varying compressor capacities and geographical
conditions atmospheric pressure significantly varies from
transmission lines to distribution end system.

As per Boyle's Law, for a fixed amount of ideal gas for a fixed
temperature, pressure and volume are inversely proportional.
This means that pressure is doubled the volume is halved.
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Annexure O - Measurement EImors e

Simple Pressure Factor

Using the basic principle of Boyles Law we can easily calculate
a simple pressure factor (Fp) to be used for calculating changes
in volume caused by increase or decrease in pressure.
Gauge Pressure + Atmospheric Pressure
- Base Pressure
Before performing calculation we should understand the basic

difference between gauge pressure, atmospheric pressure and
base pressure.
Base Pressure (Pb):

It refers to the pressure that we have agreed to base all
purchases and sales on for the contract area. For our example,
we will use 14.65 psi as our base pressure.

Atmospheric Pressure:
It refers to the standard atmospheric pressure for the region. In
gas sale/purchase contracts, atmospheric pressure is part of

the basic condition. For calculation purposes, we will use 14.7
atmospheric pressure.

Gauge Pressure: (psig):

Gauge pressure refers to the reading obtained from meter with an accurate
gauge. We will use .25 psi in our example.

Calculation at .25 psi:

Fp = (.25 gauge + 14.7 atm) / 14.65 base = 1.020

For this example we would multiply our Acf volume by 1.020 to
know the approximate affect on volume of gas.

kPG

Calculation at 3 psi:

Fp = (3 gauge + 14.7 atm) / 14.65 base = 1.20

Net impact: From our calculations with two different pressures
the net impact on gas volume can be derived. For deriving net
impact we are taking 100 cubic feet as exemplary volume.

@.25 psi: 100%1.020=102 cubic feet
@3 psi: 100*1.20=120 cubic feet
Net impact on volume = 120-102=18 cubic feet or approx. 18%

Compressibility Factor:

Practically all gases deviate slightly from Boyles Law.
Theoretically, the standard volume of gas varies with standard
change in pressure. However, the volume of gas changes
significantly at higher pressures as compared to theoretical
pressure. This factor is important at high pressures and low
temperatures. For gas volume measurement, this factor is
addressed and adjusted in the adjusted volume calculations.
Natural Gas Components (Gas Quality):

Natural gas consist of nine basic components with methane the
largest volume based component. Natural gas is extracted from
different fields which impacts gas composition. Gas
components determine gas quality (the heating capacity)
therefore it is essential to measure the components. Further,
market sales of natural gas require some specifications already
set by the authority in its licensing condition no. 15 of SNGPL
and SSGC regarding natural gas quality, this impacts billing
mechanism to the consumer.

27
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Annexure P - Metering fechnology

Annexure (Source: Study by US Department of Energy “Metering Best Practices”

Positive Venturi Turbine Vortex Shedding Fluid Oscillation
Displacement

Accuracy Good Moderate Good Good Good Good Good
Turndown Ratio 10:1 <5:1 <5:1 10:1 10:1 20:1 100:1
Repeatability Good Good Good Very Good Low Very Good Good
Installation Ease Easy Easy Moderate Easy Challenging Moderate Easy
Pressure loss Moderate Moderate Low Low Moderate Low Low
Recalibration needs Infrequent Frequent Infrequent Infrequent Frequent Infrequent Infrequent
Capital cost Low Low Moderate Low Moderate Moderate High
Installed Cost Moderate Low Moderate Low Moderate Moderate Low
Maintenance Cost Low High Moderate Low Moderate Low Low
m Cooperativs (KPMG nternationa, a Swis ancty. Al fahta resenied. oot e (PG netwerkof independent member fims affilted with KM Inermaton! 28
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Annexure 0.1 - LISEOF Bulk CUSLomers

SSGC - Bulk Customers

Sector ‘ Customer
MMCF MMCF MMCF MMCF MMCF
1 FERTILIZER FFBQL Feed 19,607 15,770 14,776 12,932 13,227
Fertilizer Total 19,607 15,770 14,776 12,932 13,227
2 STEEL Pakistan Steel 11,951 10,125 9,826 8,420 7,623
Steel Total 11,951 10,125 9,826 8,420 7,623
WAPDA
3 WAPDA Guddu 323 1,126 - - -
4 WAPDA Kotri 5,530 3,228 3,320 2,145 3,702
5 WAPDA Sukkur - - - - -
6 © WAPDA Jamshoro 7,226 881 2,105 623 5,009
7 ES WAPDA Quetta 1,558 1,765 1,744 1,656 1,692
2 Sub Total 14,638 7,000 7,169 4,324 10,403
OTHERS
8 Habibullah Coastel Total 6,843 5,957 5,950 5,950 6,296
9 KE Total 57,186 61,883 59,946 62,275 62,523
10 FFBQL Power 4,493 4,187 4,008 4,015 4,037
Sub Total 68,522 72,026 69,904 72,240 72,856
Total Power 83,160 79,027 77,073 76,563 83,259
11 Attock Cement 67 75 109 76 58
12 Dewan Cement 426 178 235 232 444
13 - Javedan Cement - - - - -
14 o Thatta Cement 265 119 13 13 8
15 E Lucky Cement 1,482 1,568 2,547 2,334 2,11
16 o Lucky Cement 1,195 1,244 2,215 2,095 2,110
17 Anwar Zaib Cement 42 - - - -
Cement Total 3,477 3,184 5,119 4,752 4,731
GRAND TOTAL 118,195 108,106 106,794| 102,667 108,841
ered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG Internationa
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Annexure 0 - LISEof Bulk CUSLomers

SNGPL - Bulk Customers
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MMCF MMCF MMCF MMCF MMCF
1 PAK-ARAB Feed 10,372 7,880 1,298 3,194 616
Fuel 3,122 2,657 843 1,669 487
2 DHCL Feed 9,171 4,286 1,629 1,523 1,094
Fuel 1,782 845 365 392 312
[+
3 w PAK-AMR Feed 5,894 4,184 3,019 3,544 2,082
= Fuel 791 726 605 571 820
E - - ) - )
4 i PAK-CHINA Feed
L Fuel - - 2 - -
5 H/PHOSPHATE 69 62 52 52 32
6 ENGRO CHEMICALS Feed 7,377 9,142 4,886 3,927 11,461
Fuel 3,749 3,780 1,049 1,880 920
Fertilizer Total 42,327 33,462 13,748 16,752 17,824
WAPDA
7 NGPS MULTAN 12 4 - - -
8 TPS-M/GARH 381 312 334 316 186
9 MESCO - - - - -
10 < GUDDU POWER 20,267 36,400 45,835 33,499 31,558
11 E SPS-FSD 38 61 814 140
o 2,038 441 408 1,798 394
12 a GTPS-FSD
F/CHG - - - - -
13 GTPS-LHR - - - - -
14 RENTED POWER - SKP - - - - -
15 RENTED POWER - BHIKKI - - - - -
Sub Total 22,736 37,218 46,577 36,427 32,278
© 2017 KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG International
m operative ("KPMG International), a Swiss entity. All rights reserved 30



Annexure 0. - LISEOF BUlk CUSLOMEYS e

SNGPL - Bulk Customers
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Sr. No. Sector Customer 2011 2012 2013 2014 2015
MMCF MMCF MMCF MMCF MMCF
OTHERS

16 KAPCO 4,656 4,576 1,805 3,398 2,661
17 RPL 26,483 24,007 22,156 24,125 21,426
18 OGDCL-FKPCL 6,337 5,617 5,307 6,118 4,743
19 ORIENT POWER 8,035 3,462 2,963 2,280 709
20 o SAIF POWER CO. (PVT) LTD 8,405 3,353 3,265 2,249 725
21 % SAPPHIRE ELECTRIC CO LTD 6,110 3,392 3,084 2,264 752
22 o Hallmore Power 1,883 3,312 2,572 2,182 814
23 LIBERTY POWER 12,814 14,205 8,635 9,041 11,842
24 ENGRO ENERGY 18,045 20,309 20,355 17,498 17,681
25 ALTERN ENERGY 1,722 1,724 1,863 1,889 1,664
26 Davis Energen 4 598 703
Sub Total 94,490 83,957 72,009 71,642 63,720
Total Power 117,226 121,175 118,586 108,069 95,998
27 KOHAT CEMENT 188 157 154 223
28 - LUCKY CEMENT 1,988 1,728 1,830 2,260 2,078
29 g MUSTEHKAM CEMENT 161 290 5 5 12
30 § BESTWAY CEMENT 413 521 61 36 86

31 Garib Wal Cement 3
Cement Total 2,565 2,727 2,053 2,455 2,399
GRAND TOTAL 162,118 157,364 134,387 127,276 116,221
m < zow#afw& —’L’;‘EP‘P}?:(VJ :A‘((o PatLrh‘\w:mwr‘\mgt;kimﬁi in P;a;\m and a member firm of the KPMG network of independent member firms affiliated with KPMG Internationa 31
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Annexure 5 - 5sl bommen

Sui Southern Gas
ss;c | Company Limited

et RA/S3
lanyary 18, 2017
Mr. Rarg Nadeem Akhtar,
Partner Advisory, KPMG Taseer Hadi & Co.,
Chartered Accoundants, Sheikh Sultan Trust Building No .2,
Beawment Road,
Karachi

DearSir,

This refers to OGRA Letter No.OGRA-9|379)/2015, dated 6 January 2017 and joinl meetng in OGRA
Office dated 28 December 20156 regarding response of the Sui Companies on “First Craft UFG
Benchmark Study”.

As advised by OGRA, both Sui Companies after detaired celbarations hawe finalized unifed KIS with
same welghtages on each KM that are enchased for your king consideration

Fiease feel free to contact us if you need any danfications in this regard

Regards,

GM (Regulatary Aff;
For Mapagi tor

et Mr. Shakead igbal,
Exacutive Director (Gas)
OGRA, Isamabad

)17 KPMG Taseer Hadi &

m perative ("KPMG Internation

eserved

Sui Southern Ga:z: Company Limited
Eev Monitoring Indicators

1. The Report hss recomimenced Koy Monitoring Indicstors spresd over s paricd of 3 Yesrs, after wihich
UFE rate of 3% is to be achieved by FY 2021,

FE factors and its weightages are kept changing bassd on varicus polides and economic conditions.
It is suggeshed that these EMIs showld be reviswed anmually with UFS reduction Targets under Annual
Estimated Rewenuse Reguirement of the Company. Both Sul Comipanszs worked out similsr EMLs after
cietail gisoussion on each KM as given below:

At Rew
Mietwork Visibility:
Segmentation, Metering on TESY Area wise, Meier Inspection, Replaczment 34%: 55%
of Defective Meters, Reduction in Minimwm Eilling
Mietwork Improwement:

Rehabilitstion, Ungzrground) Cwerhzad Leak Repairs, CF Coverage 3% 26%
Thieft Comtrol-
Detection, Disconnaction & Comalsins 12% 18%
Research & Development:
Training. Capability Enhancement, HSE, Data Quslity, Encwisdge Sharing 3% 5%
Tkl 100%  100%
2. The weightages allotted to these Kiis are proposed as follows:
55GL s Dbservations on Key Menitoring Indicator (B Working)
Betn (B]
Metwork Visibility At Rew

Mumber of TESs Metered with EVCs/Modems Install=d a5 a % of totsl TESS.

Thie purpos= of instaling TBS is to reduce the pipeline pressure required insystem
and most of TES are located in remote areas where there is no provision of &
measurement facility. For network wvisibility, Segment wise Gas Volume
Recondilistion is suggested where one segment covers 200% oustomers.

The Company hss siresdy developed & sermentation plan for large ctizs where
1 network is interconnected and small towns where cluster of TE5 and PRS would  20%  Of%
be trested a5 one segment under SMSs.

The Company realize its importance and ssgmentztion efforts have besn
expedited to identity high UFG areas and strategize WFRS reduction activites
mcoordingly. However, it is proposad that these s=rmentstion should not be part
of EMIs as there will be many cifficuties in creating additional sspments and its
recondliation of Gas Purchase and Sales Figures. This is only be required for
inb=mal controds.

ed in Pakistan and a member firm of the KPMG network of ind

Fage Zaf 8

ndent member firms affiliated with KPMG Internationa
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Annexure s - 5slb bommen

Sui Southern Gas Company Limmited

Mumber of Meters inspecied [Consumer Wise) annually as 8 % of total metered
connections.

Wigilsnce of all categories of consumars is integral part of UFG Reduction Flan.
The performance shiowld Se mieanured m=parately for each customer clazs bassd
2 on following scheduls:

a]  200% Incustrisl Consumaers on Quarterly Basis
o) 100% Commerdal Consumiezs on Semi-Annually Basis
€]  20f% of Domestic Consumiers (arownd E00,000) annually

IR

Mumber of Bulk Meters Instalied anrusily sres wise.

The precise quantification of losses st SMEs fesding these areas prone to gss
pifferage is avoilablz on month wise &5 well 85 yeor wise basis and in no case

3 inwohses sny sstimation. Moreover, it may not be possible for the compsny to
imstall bulk meters fasding different pockets in these snees_

This KM should mot be misde part of KIS,

Mumber of total defected (0w & PG/ Sticky] meters repiaced as 8 % o total meters.
ReplacEmEnt Of maters is & continucus DNZoing activity and it cannot be ensureg
that after 3 years and no Turther meters will become gefective or reguire

meplacement.
The performance should DE measunsd agminst identifiec defective meters

= finsizad of Total Meters] separatety for each customer class based on following
schedube:
a]  Industrial Metbers 2%
o} Commercial Meters )
] Domestic Meters =%

Mumber of TBSS sepmented a5 & 5% of total mo. of TBSs.

3 TE5 wize Segmentation may be cifficult to achieve in big Cities, this K| showld
not be made part of KRS,

FMumber of Minimum billed consumer as a % of total number of domestic consumers.
The minimum billed consumers fall duwe to actusl kow consumption or
messuremeant isouss in meters. The oonumeans cannot be forced to incresse their

& consumation.

The minimum billed customer Sage vares between 22% to 35% depending on
the sessonal consumption that are surseyed on selected oiteria and it is
obiserved that only 13 % meters are identified 25 slow’ FUG.

Sui Southern Gas Company Linmited

kPG

Beta [B) Betn [B]
Thizs KM should b= measured against sursey as % of Minimum billing customers
angd menged with KMI 2.
Mumoer of total defect=d meters identified as 2 % of total meters.
= 0% < The performance should be messured against identifisd defective matars, -
This KM should be merged uncer KM 4.
Mumaer of meters replsced as a % of total rumiber of meter eligible for replacemsent.
This isa continuous ongoing activity to b= carried cat annuslly. The performance
showld be measured s=perstely for each customer class baszed on foliowing
scheduile:
3 == = a]  Imdwestrial Meters after 3 Years® 45 -
o} Commercisl Meters aftar 7 Yesrs k-3 )
] Domestc Maters after 16 Years 5%
® Imstesd of Industrisl Meter replscemant, S5GC ocarries cut meter prowving
testing at field (Fizld Proving ot meter installation site] and at workshop. Any
meter found outside acouracy limits is replaced immediabely.
Hetwork Improvement
Length of the gistribution network renapilitsted (KMs] as 8 % of total lengih of
e 0% distribution network.
58 continwous ongoing activity to be camied owt annually based on extreme
requirement to avoid unnecsssany wastage of funds.
= P . 10% =%
The Tamget of Rehabilitstion is around 300 KMs per annem |(Sased on previous
mctual resukts)
The parformiance misy De comparsd sgsinst Targets in revissd UFG Recuction
% o Plun [instead of total leneth of network).
Mumber of undenround Lesks rectfied per K as 5 of the total leaksze rate per KM,
This is & continuows ongoing sctivity to be carmied out annusily and rate of
mverage besks par KM variss area to sres, it is gifficult to reduce the par km
P 0 eaknges drastically because new lsskages develop in the network because of A
dsmapes and soil conditions, it will be wery GHTicuk to reduce the per bm leskages
drastically.
The parformiance misy De comparsd sgsinst Targets in revissd UFG Recuction
Plun (instead of total leakage rats per K.
Fage 3ol 8
Fage 4 of 8
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Annexure s - 5slb bommen

Sui Southern Gas Company Livmited

Mumber of owertesad leak rectified as a % total number of dom 5t CONSUMErs.
This is 8 continuous ongoing activity o be carried cart annuslly, the performance
may oe basad on both surveysd and rectified of 15% of totsl domestic conmection
11 annuslly. 2% 5%
The parformance may be compared against Targets in revissd UFG Reduction
Plan [instead of total rumber of domestic consumers|.
Mumber of Khis with Cathodic protection coverage 2s a 5% of total No. of Khs of
distribution network.
At presznk, Out of 5% Steel Pipelines Metaork consists of 25% Supply Mains
#5MI5 to TB5| thet are almost protectzd {srownd 50%) snd remsining 72%
Distribution Msins and Services that sre not well protected {srownd 30%)
Owerall Steel Pipelines is surreyesd on guarterty basis ard magnesium anodes are
install=d on smiall Dia Pipeines where OF Stations are not feasible, Battery Backusn
Systems are installeg st CP Stations to snsune pipeline protection kewel in absence
of mlectricty.
iz - - . . . e . 4% e
I’ iz practically impossiole to ensure 100% cathodic protection of distrioution
network due to waricus constraints such as Power outage, Third party damsge,
no right of weys, pipeline coating service life [/ pipeline aging. soil condition and
difficultes to carmyout oparstions| work in lsrge coties.
This is wery important aspect and it is proposad that the psrformanoe msy be
measured as % of sheel Isrger Dia Pipeline instesd of totad distribution network.
The proposed K| will a3 folkow:
Humber of CF stations instaliedrenovated as & lage of total target OF stations
selected for mstallation/renowation.
Theft Contred
Mumber of thaft cases detacted-sgainst registerad consumens.
TR Departmant received anound 50,000 thaft casss pos_ from following sources:
a] Billing Department
i3 o] Suresillanoe LA ONitoring aly 0%
<} CRD Ficlkd Staff
d| SSEC complaint ceanter (1195]
=] Media
Fage S of 8

Sui Southern Gasz Company Lizmited

13

The company will explore new scurces to incresse reporting of number of theft
cases, howewver, this KMI should be messured agminst performancs e
disconmections of reported cases.

It is proposed to menge under KM 15

Mumber of theft cazes deteched agsinst por-registered oonsumens.

The comipanizs, through constant vigilance, identify and disoonnect oz many
instances of theft oy non-consumer that they can. The theft of gas Dy non-
consumers fi.e. persons not registored on the company’'s network) = difficak to
identify, guantity and aparoach.

MEw GAS Thet ACt ceails with instances of pas theft ondy, the cComipanies are not
orovided with the security to recowver the amounts lost

LR D=partment detected sround 123,000 theft cases sgsinst non- registersd
customers in FY 204%-15.

These offorts may further be incressed f OSAA opprecats mnd reward
allowan oz against this partiosiar factor. This KMI may be indwded subject to its
treatment.

Mumber of discornectons in respect of theft az & % of total consumesr bass of the
periodl

Thes: ilzgal connections are discomnescted wherewer detectsd despite
resistance of pecple, howswer, thess connections ane immediately reconnected
oy rapiuring pipeline from arother point. As a result, pipeline = deteriorated
with high rate of Eakages and Cormosion.

CR De=partmant will attem ptf disconnects arownd L00% theft cases against non-
registenad customers detected in Karachi RBegion whereas the theft cases in
ivterior Sincih and Bsluchistsn csnnot be attemipted; discomneacted dus to
resource Constraints in mansging arge soattered sress as well a5 reluctance of
i-dging FIRS by the local police stations at sl regions.

The performance may be measuns against detected cases (inst=od of totad
Customers)

Mumber of zac theft) leakapes complainks received per 100,000 corsurmers anrusihy.

LR D=psrtmeant receives sround 43,000 lsakage complaints during FY 2043-16.
Compiaint resclved against received msy be utilized as performanos indicator.
This KM should b= merged under KRl 17.
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Sui Southern Gas Company Limmited

Mumber of gas thefyLeakages comalaints resohed per 100,000 consumers annualky.

CR Department resolves 100% leak comp@ints recsfosd. This KM should be

17 based on Compdaint resohved against receved as performance indimtor instead
of 100,000 ousstomers)

It is proposed to a0 Sunvey OF CiSConRected OUStomers A it is axperienced that most
of theft cazes are reportsd st locations where zac supply was disconrected.

The performance should e messured sepamtely Tor sach Customer class based
on following scheduke:

a]  100% Incustrial Discomnectad ConDUmeErs anruslly )
o) 30% Commercal Dizconnected Consumes annuslly 1%
] 20% Domestic Disoonmected CORSUMErs annuslly 5%
Research & Development
1B Mumber of training ROours DEr Employes DEr pear.
. Impr\_o-md copabiity of oost effective construction. nce and Eency
repairs
ag [umaeraf erircnmental issees ractified during the year [ Amount of penalties paid

a5 a result of viclation of environment laws.
21 Wolume of gata quality issues identitied during the year.
Number of knowlacips charing meetings / joint sessions sttended / orgenized during
the period.
Toksl

2

Sui Southern Gas Company Limited
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Beta |B)
Summeary of Proposed Eey Monitoring Indicators [EMIs)
3% % ] Description of KMI B
Vigitanoe of all Catezories of OONSUMIErs.
E . a] 2100% Incustrisl Conswumears on Quarterty Basis 5% 0%
b] 2100% Commercal Corsumes on Semi-Annually Basis b
'E c] 20% of Domestic Consumers (around 600,000) arnually 8%
= z Humber of dizconnections in respect of theft cazes identifiesd for the period. a%
'E Survey of discornected customers
ol 3% ﬁ a] 100% Industrial Disconnectad Consumers snnuslhy %
L] 2 b] 30% Commercal Disconnected Consumes annuaily 1% s
€] 20% Domestic Disconmected Consumers annually 2%
Numoer of twtal defected [Slow & PUG/Sticky] meters replaced 2s 8 % of
identified defective mebers.
§ @ o) Imdustrial Meters 5t 0%
[ B] Commercisl MEtsErs i
1% 1% E E €] Domestc Meters 2%
1% 1% E ﬁ Humser of maters replaced as & % of total numiber of mater =igioke for
- replacEment
2%, 1% 2 = a) Imdustrial Meters after 3 Years a% 195
b] Commercal Meters after 7 Years 5t
1% % €] Domestc Meters after 16 Years 6%
1% 1%, = L=ngth of tl:|= distribution reteork rehabilitsted (KEMs] as & % of Targets in .
UFE Recduction Plam
1o0%  look S - . Humber of wnderground Leaks rectified per KM as % of Targets in UFGS -
E Raduction Plan
; ¥ ] Numaer of overbead lesk rectified as a % of Targets in UFG Reduction Flam 3%
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Annexure T(1)-Response (o the Comments on 1 Draft | UFG

In response to our 15t draft of UFG study report dated 21
September 2016 submitted, the Authority circulated the report
to the Sui Companies for necessary consultation and feedback.
Thereafter, Sui Companies have provided their comments as
annexed to this report (Refer Annexure T.1 - SNGPL response
on 1st draft and Annexure U - SSGC response on 1st draft).

We have considered the observations raised by Sui Companies
and the Authority and have incorporated the required changes /
observations in the 2nd draft report.

The major comments are relating to the factual accuracy of the
data presented in the report, the UFG formula, comparison
made with International practices, impact of bulk to retail shift
and Key Monitoring Indicators.

We understand that the formula proposed in our 15t draft needs
simplification and accordingly we have simplified the UFG
Benchmark Formula.

Our study recognizes that Sui Companies have to operate
under adverse operating conditions as compared to other
similar utility companies across the globe. Accordingly,
additional allowance factor is suggested to cover impact of gas
losses. This factor is suggested to cover impact of gas losses
due to shift in the sales mix from bulk towards retail consumers
expanding the network and making it more prone to theft,

kPG

leakages and data/meter errors. Similarly, impact of factors like
non-recovery of gas bills from law and order affected areas is
included.

Allowance for these challenging conditions was suggested to
be 4.05% based on the past 4 years UFG claims made by the
Sui Companies against above mentioned factors.

We updated KMIs and their scores based on the proposed
KMls of the Sui Companies. Also, we attempted to incorporate
the affect of the Contributing factors that are uncontrollable.

Sui Companies have requested to rearticulate a range of the
Incentive factor i.e. “Beta” to 0.5 - 1.5. However, we believe
that Beta is an incentive factor as well as a driving tool for the
Sui Companies to keep them motivated to execute their pre-
agreed plans to control UFG. The success of achievement of
KPIs will guide OGRA in providing a UFG allowance top-up
which is the sprit of this formula and should remain within the
range of 0.0 - 1.0.

We have also suggested OGRA a modus operandi relating to
UFG allowance for the previous and current years along with
the frequency and timing of annual review to evaluate and
monitor KMls.
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Annexure T(2) - Response (0 the Comments on 2™ Draft |UFG

In order to determine UFG benchmarks based on international
best practices, local environment and keeping in view the
operating conditions of the Sui Companies, OGRA initiated a
comprehensive UFG study. In response to our 2" draft of UFG
study report dated 3 February 2017 submitted, the Authority
through a public notice invited all stakeholders to furnish their
comments/ views on the 2" draft report to the Authority.

To make the report finalization process meaningful
Stakeholders Awareness Sessions UFG Study were held in
five () major cites of Pakistan viz Karachi, Lahore, Islamabad,
Peshawar and Quetta during 3 Mar 2017 to 22 Mar 2017 where
we presented to the stakeholders and general comments /
views were sought and addressed.

We have considered the observations raised by Sui Companies,
the Authority and other stakeholders and have incorporated the
required changes / observations in the final report.

The major comments are relating factual accuracy of the data
presented in the report, the UFG formula, Key Monitoring
Indicators, the improvement in the law and order conditions in
KPK, comparison made with international practices, impact on
the change in sales mix and Key Monitoring Indicators.

The Rate 2 of the suggested UFG Benchmark Formula is

modified after deliberation of the comments and feedback of
various stakeholder.

kPG

Considering ground realities of Sui Companies operating
conditions as compared to other similar utility companies
across the globe, additional allowance “Rate 2" is suggested
for local challenging conditions as compared to the world at
large. This factor is suggested to cover impact of gas losses
due to shift in the sales mix because of expanding gas
supply network in retail sector and making it more prone to
theft, leakages, data/meter errors, and non-recovery of gas
bills from law and order affected areas.

Allowance for these challenging conditions is suggested to
be 2.6%, calculated on the average claimed volumes of law
and order situations and theft by non-consumers.

We have updated KMIs and their scores based on the
proposed KMls after the consultative sessions with Sui
Companies.

We have also suggested OGRA a modus operandi relating to
UFG allowance for the previous and current years along with
the frequency and timing of annual review to evaluate and
monitor KMls.
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Annexure T.1- SNGPL response on 1 draft

DRAFT COMMENTS/RESPONSE REGARDING
15T DRAFT OF “UFG STUDY REPORT” BY M/s KPMG

EXECUTIVE SUMMARY

The company has gone through the draft of the 'UFG Benchmark Study Report’ (the “Report”), prepared by the consultants M/s KPMG (the “Consultants”). While
we sincerely appreciate the efforts of the Consultants in preparation of the Report, we believe that certain aspects have been missed out in the Report. The Consultants
have made comparisons of SNGPL with some of the international best practices in certain cases, but it should be acknowledged that it may not be realistic due to
dissimilar operating conditions. Such a comparison would only have been relevant if those companies had similar dynamics as SNGPL with respect to:
a. Working/operating conditions, especially with respect to supply & demand gap
Consumer base
Gas Sales Mix
Size of network
Law and order situation
Tendency of gas theft both by registered and unregistered consumers
Impact of power outages on integrity of distribution network

S@ ~0 a0 o

Impact of increased load curtailment

i.  Gas Allocation & Management Policy of the Government in pursuance of Socio- Economic agenda of Government of Pakistan etc.

None of above highlighted issues are dominant in case of international gas companies which operate on the basis of commercial viability whereas for SNGPL such operating
conditions are not available. Furthermore, financial implications of added requirements/steps to be taken by the Company appear to have been ignored in the UFG Study
Report since it fails to consider the fact that the operating cost per consumer of SNGPL, which is currently considerably low as compared to companies operating
on commercial considerations, will significantly increase.

Furthermore, it appears that the Report has misunderstood certain issues, such as the issue of measured loss in law and order affected areas of KPK Province, and the same
needs review as maintenance of law and order is a provincial subject, in line with the 18" amendment to the Constitution whereas recommendations/conclusions of the
Report on this particular issue are contrary to the provisions of the Constitution. Therefore, the Provinces would be the appropriate authority to declare an area as law
and order affected and in this particular case, the Report does not appreciate that the Chief Minister of KPK himself has written to the Authority accepting inability of
Provincial Government to control the law and order situation. The interference of the locals in these areas has increased to such an extent that now with political support,
they increase the delivery pressures of SMSs at their own, which may not only result in increase of losses at these SMSs but may also cause any untoward situation. This
bleak law and order situation has also been reported in the print media and its evidences were provided to the Consultants. Similar issues are being faced by Oil and Gas,
Exploration and Production (E&P) Company M/s MOL, Pakistan working in these areas, whereby its production was suspended due to protests by locals. Instances have also

been reported by M/s
KPinG r
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Annexure T.1-SNGPL response on 1St drart (Cont)

MOL Pakistan in which the locals attempted to sabotage/pilfer their ‘gathering system’ in TAL, block area. So this particular factor is beyond the

company's control.

The Report, despite recognizing on Page No. 57 thereof that “...owing to factors listed above and other complexities in retail supply of gas, argument
for non controllability of theft by company carries weight and needs to be addressed”, concludes the issue of theft by non- consumers in a
manner contrary to established facts and against the provisions of OGRA Ordinance and applicable laws. Therefore, the same needs to be reviewed
and allowances have to be made by the Authority in gas losses in this regard.

The technical, financial and logistical hurdles being faced by the Company have not been given due weightage, especially while giving KMls to be
achieved by the Company in the Report. Execution of activities defined in the KMls will require specific budgetary provisions on an annual basis, along
with additional provisions in HR benchmark, leading to aconsequential rise in tariff which will have to be borne by the gas consumers. The Report
presumes that execution of certain KMIs in next five years will permanently bring down UFG to 5 %, whereas, in reality, the execution of different UFG
control activities is a continuous ongoing activity which has to be carried out regularly irrespective of any specified time period.

The ECC of Cabinet was cognizant of the situation and has issued policy guidelines to Authority, considering complexity of the issue, to allow the
volumes claimed by the company against following factors beyond its control:

a. Gas Volume pilfered by Non-consumers

b. Gas Losses in Law & Order affected areas

c. Impact of change in Bulk Retail Ratio on UFG, using the base year 2003-04
The Report has recommended replacing the underground network, without giving reference of international practices in this respect, which needs to be

elaborated. On the contrary the company has adopted very scientific approach to reduce the impact of underground leakage loss.

The factor as given in the TOR i.e.. “Measurement Errors” has not been understood in its true perspective and the Report has misconstrued metering at
TBSs/DRSs. Measurement at TBSs/DRSs is contrary to the international practices. Measurement is carried out whenever there is custody transfer and
all the custody transfer points on SNGPL network i.e.. Gas Sources, SMSs and CMSs are accurately metered. So it needs to be reviewed.

The conclusion arrived at by the Report on Page No. 60 thereof that “Sui companies do not have implemented sufficient measures/control that can
help companies deal with the UFG issue in a sustainable manner...” is incorrect as the successful execution of UFG Reduction Plan of SNGPL, duly
approved by OGRA and the results achieved thereon by SNGPL with regard to reduction in UFG, are sufficient to speak itself.

G .
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Annexure T.1-SNGPL response on 1St drart (Cont)

The Report has not recommended any allowance in overall UFG benchmark with regard to losses in Transmission network, which needs to be reviewed in line with
international practices.

While recommending the UFG Benchmark, the Report states on Page No. 68 thereof that “UFG allowances are commonly set in correlation with gas
consumption and network lengths”. Considering this recommendation, the countries referred by the Report for the purpose of UFG benchmark, i.e.. Turkey
and Bangladesh, are incomparable as they have only 15,641 km and 20,804 Km network (15% and 20% respectively), as compared to an over 100,000 km
network in case of SNGPL. In case of Bangladesh, a model of appliance based billing for domestic consumers i.e.. 87 M3 is used (it is consumption of 2
domestic burners per customer and for single burner, it works out 43 M3 which is consistent with the minimum billing volume of 40 M3 in case of SNGPL),
irrespective of their consumption that results in lower UFG rate. Moreover, approximately 65% of gas is allocated to bulk sector, based on available
information pertaining to their Gas Sales Mix. Similarly, in case of Turkey, 48% of gas is allocated to bulk sector.

If countries like USA (Texas), Russia and Australia (Multinet) have benchmark in range of 5%, the typical circumstances being faced by the SNGPL warrant
for reasonable UFG benchmark commensurate with the very UFG factors beyond its control, ground realities, operational constraints and unfavourable
operating conditions. The Company strongly feels that the Report needs a review in light of the UFG Benchmark data of different countries,
particularly with reference to all the UFG contributing factors mentioned in the TOR'’s finalized by OGRA and the UFG benchmark of each country needs be
evaluated for all these UFG contributing factors. Only in that case comparison of UFG benchmark can be relevant and rational.

The Report was required to study the relevant UFG contributing factors. The Company reiterates the need for revisiting the relevant UFG contributing factors
annually by OGRA to make the UFG benchmark reasonable and realistic

That, in light of the above submissions, the Company provides its detailed comments on the Report, section by section, herein below:

SECTION NO. 1
BACKGROUND

Some of the figures quoted in this section of the report are incorrect and need attention.

e On page No. 17 it has been stated that UFG of the company has reached up to 15% in Year 2015 which it totally incorrect. In line with OGRA determination of FRR
of FY 2014-15, UFG of SNGPL is 10.97%.

G .
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3.

2.3.1

Annexure T.1-SNGPL response on 1St drart (Cont)

On page No. 18 the data table showing UFG figures of SNGPL are not in line with OGRA’s Determinations of respective years.
On Page No. 19, the data table containing network length and consumer base pertaining to SNGPL is incorrect.

UFG DEFINITION, CALCULATION AND METHODOLOGY

Stance of SNGPL has been reproduced regarding UFG calculation formula.

UFG CONTRIBUTING FACTORS

GAS THEFT

2.3.1.1 Theft-Causes and Concern of Sui Companies:

2.

2.3.2

233

On Page No. 27 of the Report, the stance of the people living in Baluchistan has been mentioned but similar stance of people in oil and gas producing, law
affected areas of KPK province have been missed out, which needs to be made part of report.

OGRA Procedure for Dealing with Theft of Gas Cases
On Page No. 28 of the Report, it is stated that the Company requested for revision in OGRA ‘Procedure for Dealing with Theft of Gas Cases’ on the premise
that “...recovery claims stay pending in court of law for longer of time and no special courts...”, which is incorrect. In fact, the Company requested OGRA for
revision in this Procedure because the Company had presented certain cases to OGRA in which admissible evidences were available which were sufficient to
prove that consumers were involved in gas theft for a period exceeding 12 months. Keeping in view the presented cases, OGRA has partially amended the said
procedure and has allowed charging of “direct by pass” cases up to a recoverable period of 36 months.

Table TT-4 (Consumer wise analysis of theft volume and recoveries :
The comparison of detected gas theft cases with the total consumer base is irrational. Detailed response in this regard, is given in para No. 2.5.1.1 of this

document

LAW AND ORDER AFFECTED AREAS:
On Page No. 33 of the report, it has been stated that OGRA allows claims pertaining to law affected areas on basis of gas supplied to these areas through 13

SMS's. This perception reflected in the Report is incorrect. The claim of SNGPL is not based on gas supplied to these areas, but, in fact, it is based on

measured loss. Detailed response in this regard is given in Para No. 3.11 of this document.
LEAKAGES

On Page No. 37 of the report, it has been stated that company needs to consider the thickness of its pipeline to protect its network from being corroded.
The Company uses steel pipe conforming to the specification defined in Standard °‘API-5L: Specification for Line Pipe’and for design of distribution piping,
follows Code ‘ASME B 31.8: Gas Transmission and Distribution Piping System’ so the thickness of pipe cannot be altered beyond provisions of
Standard/Code.

KhhE .

Document Classification: KPMG Confidential



Ann

exure 11-SNGPLresponse on st draft (Cont)

2.3.3.1 Overhead Leakages:
On Page No. 40 of the report, a figure of 1.8 leak/connection in the case of aboveground leakages from domestic connections has been worked out, which is incorrect

and as

such cannot be presented in this way. It was informed that there are around 9 No. threaded joints in each domestic connection above the surface and on the

basis of different studies, contribution of 15 to 20% in total losses has been worked out due to aboveground leakages.

4. MEASUREMENT ERRORS:
On Page No. 41 of the report it has been stated that since transmission network is fully metered, so there is negligible UFG in transmission system. The Report has

been unable to differentiate those very factors which differ in case of transmission and distribution network which contribute to losses. Losses in Transmission network are

comparatively on lower side due to following:

a.
b.

No gas theft.
Smaller length of Transmission Network (less than 8,000 Km) as against distribution network which is over 100,000 Km. The Transmission network has been laid

in Company's owned ‘Right of Way' so there are no significant instances of gas leakages, except ruptures due to sabotage activities.
Precise  measuring gadgets, with high accuracy and close monitoring of Transmission network through SCADA (Supervisory Control and Data
Acquisition) system. There are ONLY 390 Sales Meter Stations as against consumer base on distribution network, which have crossed a figure of 5.2 Million.

1. Table ME-1 (Page No.42):

Only 73% of total consumers have been shown as metered, which is totally incorrect. In fact 100% of the consumers connected to SNGPL are measured. The

consultant has considered all the minimum billed cases as sticky, which is not logical.

2. Table ME-6a (Page No. 46)

[t has been stated that useful life of 14.5% of total industrial meters has lapsed, which is incorrect. Company is following the criteria for replacement of meters against

‘Schedule Replacement Program’ prescribed by OGRA. Details are given in Para No. 4.2.8 of this document.
4. EFFECT OF UFG DISALLOWANCE

Effect of

UFG disallowance is attached as Annexure-A .

5. CONCLUSION TO THE SITUATIONAL ASSESSMENT

1. GAS THEFT
The Report lists the following as significant impediments with regard to gas theft:
e Continuous growth of the gas distribution network

kPG
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Annexure T.1-SNGPL response on 1St drart (Cont)

e insufficient and delayed legislative support for recovery of detected cases

e inadequate monitoring and maintenance efforts of sui companies

e expectation of free gas supply in gas producing areas

However, the following important factors have been ignored/considered insignificant by the Report, which are reiterated by the Company since the same are beyond its control:

e Increase in gas price, tempting consumers to use unfair means

e Shortage of gas supplies, tempting consumers to use it illegally

e Moratorium on new gas connections of industrial and commercial category and provision of limited number of domestic gas connections as against huge
number of applications pending for new gas connections.

2.5.1.1 Theft By Consumers:

The Report makes comparisons of a number of detected gas theft cases with the total number of consumers, which is irrational and has worked out an incorrect figure
to show that Company has detected gas theft cases which are only 1% of total consumer base. The efforts of SNGPL against gas theft cannot be gauged by such a
comparison, as the Company is executing its UFG Reduction Plan, duly approved by OGRA and vigilance of industrial, commercial and domestic consumers are its most
important components. The following are targets defined in this plan:

Activity Target
Industrial CMS inspection Vigilance of each Industrial consumer on monthly basis
Commercial CMS inspection Vigilance of each  Commercial consumer  on quarterly basis
Domestic CMS inspection 1.5 million domestic consumers

As a result of hectic efforts by the Company and support provided by law enforcement agencies and FIA, it has been able to detect a large number of gas theft cases
involving substantial gas theft volume despite facing serious issues at site, only some of which are limited to brutal torture and manhandling of our field staff at site
by gas pilferers. Summary pertaining to achievements against UFG Reduction Plan era i.e.. February, 2013 to June, 2016 is given in table below:

Category Cases (No) Volume (MMCF) Amount (Rs. Million)
Industry 526 12,236 7,548
Commercial & Spl. Domestic 22,142 4,469 3,087
Domestic 107,141 4,936 1,948

Total 129,809 21,641 12,583

The above data shows that company is already making best possible efforts on its part which has created deterrence against gas theft, so the conclusion arrived at in the
Report regarding “inadequate monitoring” with regard to gas theft is contrary to the facts.

G .
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2.5.1.2 Theft by Non Consumers:

25.2

The Report concludes that calculations of gas theft volume pertaining to non consumers are based on ‘judgments and hypotheses’, which is incorrect. The Company
had apprised the Consultants that theft charges against Non Consumers are established in line with OGRA's ‘Procedure for Dealing with Theft of Gas Cases’ and
such a conclusion without thorough study of calculation mechanism is merely a statement. Volumes pilfered by non- consumers are not out of the blue and are calculated
using a scientific basis in accordance with OGRA procedures. Company detects, works out gas theft volumes and forwards the cases to the Authority for arranging
recoveries in line with sections 26 & 27 of OGRA Ordinance, 2002 and Rule 30 of Natural Gas Regulatory Authority (Licensing) Rules, 2002 since the Authority is
the only body which has jurisdiction under the OGRA Ordinance.

The recently promulgated Gas (Theft Control & Recovery) Act, 2016 only applies to the extent of criminal liability. It does not take care of recovery issues, which is a civil
matter. Therefore the new law may not adequately address this issue either.

The Report on page No. 57 thereof notes that “...owing to factors listed above and other complexities in retail supply of gas, argument for non controllability of
theft by company carries weight and needs to be addressed”. Despite the above understanding, the conclusions reached in the Report on the issue
of theft by non-consumers are contrary to established facts and against the provisions of OGRA Ordinance and applicable laws and need to be
reviewed. Allowances have to be made by the Authority in gas losses in this regard.

LAW AND ORDER AFFECTED AREAS:

The Report fails to appreciate the crux of the issue regarding law & order affected areas, despite the fact detailed documents were provided in this regard. The
Company reiterates its contentions on this issue below:

e The KPK Provincial Government was requested to advise law enforcement agencies for providing necessary support to take action against illegal usage of gas, due
to prevailing law & order situation in these areas

e The Provincial Government has shown its inability to take action against the gas pilferers. The Chief Minister of KPK himself has written to the
Authority stating “Provincial Government is in agreement that the gas losses in oil & gas producing areas of KPK are not due to inefficiency of
SNGPL but due to prevailing worst law and order situation of the area it could not be controlled even through administrative measures of Provincial
Government .............

e Local people are interfering with operations of the company and this interference has increased to such an extent that now, with political support, they
increase the delivery pressures of SMSs at their own. These events have been reported in print media and its evidences were provided.
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Similar issues are being faced by Oil and Gas, Exploration and Production (E&P) Company M/s MOL, Pakistan working in these areas, whereby its production was
suspended due to protests by locals. Instances have also been reported by M/s MOL Pakistan in which the locals attempted to sabotage/pilfer their ‘gathering system’ in
TAL, block area. So this particular factor is beyond the company’s control. Relevant supporting evidences were provided to the consultant. It is evident that the issue is
beyond Company’s control and on this basis the Company has claimed 100% allowance against losses in these areas from OGRA for UFG calculation.

The Economic Coordination Committee of the Cabinet, while considering socio- economic conditions and complexity of the UFG issue, has given policy guidelines to
Authority on this very factor also.

The OGRA while giving Determination of Final Revenue Requirement of SNGPL pertaining to FY 2012-13, FY 2013-14 & FY 2014-15 has only partially implemented the
above stated decision of ECC of Cabinet and has:

« allowed only 75% of actual losses in these areas and
< for the remaining volume it has decided that the Federal Government should arrange funding from its own resources or from Royalty of concerned province and all
such amounts in future to meet the shortfall

The Ministry of Petroleum and Natural Resources has informed the Authority that no such mechanism nor subsidy head is available with the Federal Government to claims
made by SNGPL in respect of Law and Order affected areas. The Authority has therefore been requested by the Ministry of Petroleum and Natural Resources to
consider the request of SNGPL regarding claim of remaining gas volume with respect to Law and Order affected areas in pursuance of ECC decision.

The company also submitted proposal for laying and rehabilitation of network in these areas at an estimated cost of Rs. 6,666 Million on cost sharing basis.
On desire of KPK Government matter was taken up with the Bank of Khyber but the said bank has shown inability to provide soft term loan for this purpose.

The Federal and Provincial Government of KPK have difference in opinion on the issue so the issue is still unresolved.

The above stated events clearly indicate the commitment of Company to address the issue while highlighting factors beyond its control hindering the process.

Moreover, recently the Federal Cabinet during its meeting held on 06-09-2016 has ratified the decisions taken by Economic Coordination Committee of Cabinet during the period

Year 2013 to 2016 which also includes the decision taken in Year 2014 regarding UFG contributing factors beyond the Company’s control. In this regard, Press Release No. 66 is

available on website of Press Information Department (PID).

The issue of measured loss in law and order affected areas of KPK Province needs review as maintenance of law and order is a provincial subject, in line with the

18th amendment to the Constitution whereas recommendations/conclusions of the Report
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on this particular issue are contrary to the provisions of the constitution. Therefore, the Provinces would be the appropriate authority to declare an area as law
and order affected and in this particular case, the Chief Minister of KPK himself has written to the Authority which has been ratified by the ECC as well as the
Federal Cabinet.

The Report assumes that other utilities are not facing similar losses in law affected areas. Such an assumption should perhaps have been made after a thorough comparative
study and analysis between the losses faced by the company and other utilities operating in these areas. As for instance, if we consider losses, being faced PESCO in
these areas, they are also on higher side, as given in table below:

Description Losses of PESCO Feeder*
Siraj Baba 84 %
Warana 90%
New Ghoriwala 93.5%
Kakki 97.2%
Zargiri 82%

*http://www.express.com.pk/epaper/index.aspx?lssue=NP_PEW&Page=Back Page008&Date=20150625&Pageno=8&View=1

Therefore, in view of the above explained complexity of situation and uncontrollability associated with it, maximum protection needs to
be given to the Company by the Authority since it is mandated under the law to protect the interests of the licensee as well.

2.5.3 MINIMUM BILLING:

The conclusion arrived at by the Report in this regard is incorrect. The 40 M3 per month gas usage by single domestic user is not based on any assumption, but in fact is based
upon research carried out UET, Lahore, through which it is concluded that the most households, which are billed the minimum are using at least 40M? regardless of the
actual volume registered by domestic meters. It is pertinent to mention here that the issue of minimum billing arises due to un-favourable operating parameters, i.e.., operation
of network below its design pressure due to supply and demand gap, resultantly the carbon dust/condensate and debris present in pipeline travel into the meter body. This
increases rate of wear and tear of meter internal parts, affecting its measurement accuracy. Even if the Company replaces all domestic meters in one year (without prejudice to
the prohibitive cost associated there with), the newly installed meters with have similar issues due to prevailing huge gap between supply and demand. The working
pertaining to minimum billed cases of FY 2014-15 is given in table below:

A B C D [ E F=E/(12*30) G=(0.4-D)*B

Monthly Consumption TotalCases during the Total Actual Average Monthly Average Daily usage, Based on Unbilled Estimation
Bracket (Hm3) FY 2014-15 Annual Consumption per Average Consumption (Hours) (Hm3)
(Nos.) Consumption (Hm?) consumer
(Hm3) ft3

Zero 1,589,929 - - - - -
0.01-0.20 5,860,802 656,537 0.11202 395.30 1.1 1,687,784
0.21-0.30 4,771,921 1,210,783 0.25373 895.35 2.49 697,986
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0.31-0.40

5,202,377 1,838,917 0.35348 1,247.33 3.46 242,034

Total 15,835,100 3,706,236‘ 0.23405 825.91 2.29 2,627,804
(:::E\:ng zero consumption

9,327 MMCF

As for instance, if we consider monthly consumption bracket of 0.01 Hm3 to 0.20 Hm3, it translates into ONLY 1.1 hours daily usage by domestic consumers, which is

practically not possible. In Bangladesh, a model of appliance based billing for domestic consumers, i.e.., 87 M3 is used which is consumption of 2 domestic burners and for
single burner, it works out 43 M3 which commensurate with the minimum billing volume of 40 M3 in case of SNGPL).

Moreover, the bona fides of the Company in this matter can be gauged from the fact that the Company is not claiming any allowance against minimum billed volume on
account of those consumers which have a ‘zero consumption’ reading. Therefore, the Company requests that this issue needs to be revisited in its true perspective.

2.5.4LEAKAGES:

The Report concludes that non-replacement of underground network and low Cathodic protection level reflect weakness of the Company, which is true only to the extent
that low Cathodic protection level is causing deterioration of underground network, BUT owing to repeated power outages, which is certainly not in control of the company.

As regards the replacement of underground network, the Report has not referred to any international practice or Code applicable to distribution piping network,
which recommends replacement of network ONLY on the basis of its aging and without its assessment/evaluation. The Company has adopted a highly scientific
approach in this respect as explained in detail in Para No. 3.12 of this document. This shows that there is a need to thoroughly explore this particular issue in view of
international practices.

2.5MEASUREMENT

The Report’s approach towards this very factor i.e.. ‘Measurement Errors’ is misdirected and has been confused/perceived as metering on TBSs/DRSs. The conclusions that
following will address the ‘Measurement Errors’ in the system is far from the reality:

e Metering at TBSs

e  Segmentation of network
Whereas the company’s as well as the Authority’'s intentions with regard to ‘Measurement Errors’ was with reference to various issues related to measurement faults

associated with already INSTALLED meters. These defects/faults arise due to mechanical moving parts of meters which are further aggravated due to following issues:
a. Network Operating Parameters:

Due to considerable decrease in gas supplies from indigenous sources, the Company’s distribution network is experiencing a huge gap between demand and supply of
natural gas, which is resulting in continuous low pressure in the distribution network. This factor is beyond Company’s control.
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Reduction in operating pressures of network caused due to huge Demand Supply gap, increases the velocity of gas, resultantly the carbon
dust/condensate and debris present in pipeline travel in to the meter body. This increases rate of wear and tear of meter internal parts, affecting its
measurement. Study conducted by the company was also furnished to the consultant and it was found that 37.11% of total checked meters were
found recording on minus side beyond permissible limit (i.e.. -2%) and the average extent of minus recording is 7.4%.

b. Quality of Locally Manufactured Domestic Meters:

The quality of locally manufactured domestic meters is another factor affecting the measurement accuracy in domestic sector. The Company as per
instructions of the Ministry of Petroleum and Natural Resources vide letter No. DGO(NG)-12(29)/81 dated 04-04-1982 (copy already provided to the
consultant) was bound to procure locally manufactured meters from its sister concern M/s SSGC. The company raised concerns on quality and
performance of meters supplied by M/s SSGC due to which the bar was withdrawn by the Ministry of Petroleum and Natural Resources vide letter No.
NG(I)-15(27)/12.GC dated12- 03-2013 (copy already provided to the consultant) and the Company was allowed to procure domestic meters from
international market through International Competitive Bidding process. However, even if and when the Company replaces all meters, the newly
installed meters are also prone to similar defects due to continuous low pressure problems mentioned above.

The Report has not given any conclusion regarding the above highlighted issues and has tried to divert it to a new dimension i.e.. measurement at TBSs
and segmentation, therefore, there is a need to review the effect of “Measurement Error” on UFG.

25.6 BULK-RETAIL:
Although the Report acknowledges the particular reasons due to which the Company is claiming allowance against this very factor, however, the stance that the
Company has not made efforts for corrective measures is simply not true. It is reiterated that shift of gas from Bulk to Retail is beyond Company’s control. The Company
has put in best possible efforts to curb the menace of gas theft, keeping in view the specific operating conditions, budgetary provisions and HR benchmark allowed by OGRA
on an annual basis.

The results achieved by the Company as a result of executing its UFG Reduction Plan duly approved by OGRA against core UFG contributing factors i.e..
leakages, gas theft and measurement errors are on record and need due recognition in the Report as well as by the Authority. Moreover, the KMIs proposed
need to be reviewed. Detailed comments on the KMis are given in section No. 4.2 of this document.

25.7 OVERALL CONCLUSION:

We agree that there is always room for further improvement, but the overall conclusion of the Report that the Company does not take ownership of the UFG issue and
plan to curb, is without any detailed analysis and thorough study. The successful execution of the Company's UFG Reduction Plan speaks about the efforts put in
by the Company in this regard. The Report also fails to reflect the genuineness of the Company’s claims against
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cognizant of the situation and has issued policy guidelines to Authority, considering complexity of the issue, to allow the volumes claimed by the company
against following factors beyond its control:

1. Gas Volume pilfered by Non-consumers

2. Gas Losses in Law & Order affected areas

3. Impact of change in Bulk Retail Ratio on UFG, using the base year 2003-04

The execution of different UFG control activities is a continuous ongoing process irrespective of any specific time period. The constitution of proposed
objectives and recommendations of the Report for short term and long term measures lacks thorough understanding of technical issues and financial
constraints associated with these. The detailed comments/response of the Company against KMIs recommended by the Report are given in para No. 4.2
of this document.

3  SECTION NO. 2: “OUR RECOMMENDATIONS"
3.1 100% METERING:

Installation of measurement facility at TBSs is not a standard practice. Although from an administrative point of view, it is a better option to split the area of operation
into smaller units, but the Report has recommended it as a tool of measurement. The peculiar circumstances of the Company do not support this concept.

In line with international practices, the gas on the Company’'s network is measured whenever there is a custody transfer and the custody transfer points on
company's network are:

Description Remarks
Gas Sources Custody is transferred from gas producer to Transmission Department
Sales Meter Stations (SMS) Custody is transferred from Transmission Department to Distribution Department
Consumer Meter Stations (CMS) Custody is transferred from Distribution Department to Individual Consumers

All the above mentioned Custody Transfer points are precisely metered and reconciliation of following is made in monthly accounts of SNGPL:

e UFG in Transmission Network (which is difference of gas received in Transmission System from the Gas Sources and passed to Distribution Network through
SMSs)

e UFG in Distribution of Network (which is difference of gas received in Distribution System through SMSs and passed to Individual Consumers through CMSs)

Further, the UFG of distribution network is a composite of UFG in different distribution regions which is also prepared on a monthly basis. In addition to the above,

the Company also prepares “SMS Wise Gas Reconciliation” through which UFG of regions is further subdivided at SMS level and such reports are available on a

monthly basis as well. UFG
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control activities are carried out accordingly at SMS level. All above highlighted instances indicate that Company’s system is precisely measured and reconciled at all
necessary points.

The concept of metering at TBSs/DRSs envisaged by the Report points to a parallel setup to the existing arrangements, which is not feasible. There are certain technical
issues which stem from the fact that the primary purpose of TBSs/DRSs installed by SNGPL is pressure regulation to reduce gas pressures to desired level, as per
operational requirements of a particular locality/area. The EVCs have been installed on selected TBSs/DRSs to get data of pressure and flow and to supervise the
performance of field staff remotely with regard to effective load management and monitoring of system parameters etc.

Presently more than 4,200 TBSs/DRSs exist on the distribution network of SNGPL with different sizes depending upon load requirements. Most importantly, 45% of

the total consumer base is under the looped TBSs/DRSs. As a consequence, the following technical constraints exist in installation of measurement meters at ALL the
TBSs/DRSs:

International Practices:

As explained above, in international practices, gas is measured wherever there is custody transfer. In case of SNGPL, no custody transfer of gas occurs at TBSs.
However, all the following custody transfer points are precisely measured:

e Gas Sources

e Sales Meter Stations (SMS)

e Consumer Meter Stations (CMS)

Looping of Distribution Network:

R Under-sizing of Network: Distribution network was designed on single feed basis and over the years, the consumer density on the network has increased
due toinduced developmental works on directives of Government of Pakistan which has resulted in undersizing of SNGPL's network. To overcome the issue,
network at downstream of TBSs has been looped to meet pressure and flow for different segments/areas.

ii. Supply and Demand Gap: The increasing gap between demand and supply of gas has further aggravated the situation and despite looping, the Company is
unable to provide gas to all its consumers at desired pressures. De-looping of these TBSs will further aggravate the low pressure problems in areas and lead to
a situation where consumers and the general public will, in all likelihood, be further deprived of natural gas during winter months. All major cities such are
Multan, Faisalabad, Lahore, Islamabad, Rawalpindi, and Peshawar have looped network which covers more than 40% of the consumer base.

iii. Possible Solution - Network Augmentation: The isolation of network downstream of TBS's is only possible through an extensive augmentation of SNGPL's
network by laying larger diameter lines, which involves a huge finance/capital budget and will require detailed surveys and can only be undertaken once the
demand and supply gap of natural gas in the country improves.

Space Constraint:
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i. Existing Design of TBSs: Since a measurement facility was not part of the design of TBS/DRSs in line with international practice. However, if we consider installation of
measurement facility for the time being, additional significant space will be required to execute the recommendations of consultant. The network in major cities is
located in densely populated and congested areas, this would require support from Provincial Governments, TMAs, City Government, private land owners etc.

ii. TBS Facility Located at Corners of Streets: At a considerable number of locations, TBSs/DRSs have been installed at corners of congested road/streets
and modification is practically not possible. Therefore, addition of a measurement facility at existing TBSs/DRSs will require acquisition of additional space
from concerned outside agencies.

iil. Land Acquisition: The land acquisition is an extremely cumbersome task in settled areas and might take years. It should also be noted that modifications at
such locations may lead to third part damages and may result in leakage loss at high gas pressure, causing threat to human life and property. Even,
otherwise, at certain locations, space is available only to the extent that the Company has no other option but to adopt “Poll Mounted Design”. The design was

opted at certain locations only due to the reason of non availability of appropriate space.

At present, approximately more than 2,200 Nos TBSs/DRSs have critical issues related to additional space acquisition and non availability of additional space at site.
d. Experience So Far:

i. Damaging of Installed Meters: It also appears that the experience of the Company so far in this regard has not been considered by the Report. Although the
Company has equipped some of its TBSs/DRSs with measurement meters where such equipment was practicable, yet desired results could not be
achieved. This is so because ‘Turbine Type' meters will be suitable for measurement at TBSs but such meters are unable to accurately measure at the low
operating pressures faced by SNGPL due to the demand and supply gap. Therefore, the company opted to install ‘Rotary Type’ meters. Experiences have
revealed that frequency of meter damage in these types of meters is very high due to network operation at low pressures and issue of debris/condensate
which increase rate of wear and tear.

iii. Bypass Operation: During peak hours, the TBSs are operated in ‘bypass’ mode due to supply & demand gap, during which gas remains unmetered.

e. Audit Observations:
The installation of measurement facility at TBSs will invite the Audit observations by Commercial Auditors, as it involves huge financial impact and the Company
will not be able to achieve intended benefits due to impediments explained above.

f. Alternative:

i. SMS wise Reconciliation Reports: The Report has assumed measurement at TBSs/DRSs the only possible solution to the menace of UFG, whereas
alternatives already exist. The basic objective of measurement at TBSs/DRSs is identification of losses. A mechanism is already in place for measurement of
losses through ‘SMS wise Gas Reconciliation Reports’. For the purpose of identification of losses, the
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company after carrying out hectic exercise over past 2-3 years has mapped all consumers with respective Sales Meter Stations (SMSs). All 390 SMSs
of SNGPL are accurately metered and the UFG losses are calculated at each SMS on a monthly basis by comparing the gas passed through respective SMS
with gas consumption of individual consumers.

Benefits Achieved from Available Alternatives: Through this exercise, abnormal behaviours are detected both in consumption trend of consumers, gas theft

as well as leakages. Moreover, analysis of consumption of industrial and commercial & zone wise consumption analysis of domestic consumers at different
SMSs helps identify abnormal behaviours

The Company is therefore of the firm opinion that ‘SMS Wise Gas Reconciliation Reports’ are an effective tool already being
used by the Company successfully. The effectiveness of these reports is evident from the fact that UFG losses of the Company have shown visible
reduction during past 1-2 years. In the presence of an already available tool, it will not be advisable to experiment and shift the focus altogether
to a new dimension, just on the basis of this Report, which will halt the ongoing efforts of the Company.

NETWORK SEGMENTATION:
The concept of network segmentation is good suggestion, but it is not workable in the case of SNGPL due to following practical constraints:

Existing Network Design:
Detailed comments with regard to existing network design and looping have already been given in para No. 3.1.b.

Supply and Demand Gap:

Network segmentation is not practicable till such time supply and demand situation is balanced as explained in para No. 3.1.b

Financial Issues:

As already explained, the isolation of network downstream of TBS's is only possible through an extensive augmentation of network by laying larger
diameter lines, which involves a huge finance/capital budget and will require detailed surveys and can only be undertaken once the demand and supply gas of

natural gas in the country improves.
So network segmentation in the present circumstance is not practicable.

CYLINDER MODEL:
The Company in principle agrees with the recommended ‘cylinder model’ for provision of gas to new domestic users, however, only the Government of Pakistan and
OGRA can take policy decisions in this respect.

KEY MONITORING INDICATORS:
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The Report has specified KMls for a period of 5 years only and that too with the intent to treat impact of Bulk-Retail ratio. This is contrary to the facts. As the Company
understands, execution of UFG control activities is a continuously ongoing activity. The Company is already successfully executing ‘'UFG Reduction Plan’, duly
approved by the Regulatory Authority. This plan includes crucial UFG control activities, envisaged in view of key UFG contributing factors. The KMIs must be brought
in line with the key UFG contributing factors and the Company, having vast experience in this particular field, should be authorized to select the UFG control
activities to be incorporated in the KMIs along with appropriate weightage. Detailed response on KMls is given in Para No. 4.2 of this document

REGIONAL UFG MANAGEMENT:
The recommendations of the Report for assigning targets to Regional Managers are in line with the system already in place, whereby Regional Heads are assigned
annual targets for UFG Reduction by carrying out different UFG control activities.

TWO YEARLY METER INSPECTION:
The Report has recommended inspection of all meters installed on SNGPL's network for detection of gas theft and tampering etc. Contrary to the recommendations

of the Report, SNGPL has already adopted a highly technical approach in this regard, which includes the following steps:
e  Physical checking of Consumer Meter Stations

e I|dentification of suspected tampered meters/ measurement error cases.

e Identification of violation cases

e  Flow proving of removed meters in Metering Workshop to confirm working of meters in line with OGRA 'Procedure for Dealing with Theft of Gas Cases’
e Detection of ‘Meter Tampering’ and ‘Measurement Error’ cases
e (Charging to the consumers on account of gas pilferage or under measurement etc.

For the purpose of checking, the following criteria is being followed against UFG Reduction Plan:
e Industrial meters = once every month
e  Commercial meters = once on quarterly basis
e Domestic meters = 15% of the total consumers annually

The above details show that industrial and commercial consumers are being inspected multiple times already on a yearly basis, whereas all removed domestic
meters are inspected in Metering Workshops. The Report has presumed that inspection activity will not be required beyond two years, whereas it is in fact an
ongoing CONTINUOQUS activity.

TECHNOLOGICAL ADVANCEMENT:

The Company is cognizant of the fact of using latest available technologies to keep itself at par with new developments in the natural gas industry. The following
measures have already been adopted in this regard:
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e Use of G-6 meters for high consumption domestic connections to ensure measurement accuracy.

e Use of G-4 domestic meters, having anti reverse features

e Installation of Class-900 meters with EVC for detection of gas theft by commercial consumers

e Use of Electronic Volume Correctors (EVC), with improved anti theft features particularly with regard to detection of influence of external magnetic force

e GPRS based remote monitoring system for industrial connections for detection of ‘Gas Theft’, ‘'Measurement Error’ and ‘Load Management Violation' cases.

L]

e 'Hi Flow Sampler’ for detection of leakage flow rates

e 'Vehicle Mounted’ gas leak detectors

e Pilot Project for ‘Cyber Locks' has been initiated
COST OF SERVICE STUDY

All Material Locator (AML) to detect underground illegal tapping of distribution network.
Laser based ‘Leak Detectors’ to identify underground leakages points

OGRA being the statuary body can comment on the pricing mechanism for different categories of consumers.

DETECT. MONITOR AND CONTROL.:

The finding of the Report that the Company has a reactive approach, instead of a proactive approach, for gas theft control is not based on detailed study of

existing practices of SNGPL. The Company already has vigilance programs in place, as explained in para No.

3.6 for monitoring, detection and control of gas theft and, as a result of vigilance activities, the Company has been able to detect and establish gas theft volumes
in line with OGRA "Procedure for Dealing with Theft of Gas Cases’ during Feb, 13 to June, 16.

Category Cases (No) Volume (MMCF) Amount (Rs. Million)
Industry 526 12,236 7,548
Commercial & Special Domestic 22,142 4,469 3,087
Domestic 107,141 4,936 1,948
Total 129,809 21,641 12,583

As regards the recommendation of independent verification of gas theft volumes claimed against consumers, it seems that the Report has failed to appreciate
the procedures and practices in place. Contrary to the understanding reflected in the Report, fact of matter is that a number of consumers to whom gas
pilferage charges are booked, approach OGRA to get relief against established gas theft charges, which shows that validation mechanism is already in place in
line with provisions of OGRA Ordinance and complaint resolution procedure of OGRA.

RING FENCING:
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The Report has recommended installing bulk meters in areas which are prone to gas pilferage. It is a misconception that theft is localized in any specific
area/locality. It is categorically stated that except for the law & order affected areas, gas theft is not localized, and rather it is spread across the Company’s
distribution network.

USE OF BULK METERS

The Report has recommended installing bulk meters to detect the losses in law and order affected areas. It is clarified that SNGPL's claim pertaining to law and
order affected areas is based on accurate measurement of losses on the basis of following:
e Metered gas passed through SMSs feeding these areas.

e Metered gas billed to individual consumers at downstream of these SMSs
Loss at individual SMSs is calculated as follows:

Volumetric Loss = Metered gas passed through SMS - Metered gas bhilled to
individual consumers at
downstream of SMSs

The above precise quantification of losses is available on SMS wise, month wise and year wise basis. Moreover, it is not feasible to install additional ‘bulk’ meters
in these areas due to similar law and order situation.

LEAKAGE MANAGEMENT PLAN:

The company has already put in place a comprehensive leakage management plan, which covers the following key activities:
e  Aboveground leakage rectification
. Underground leakage rectification
e  Underground network replacement

All these activities are carried out after thorough assessment and analysis whereas the Reports seems to focus ONLY on replacement of underground network. This has been
done without a thorough study, referencing of international practices and working of its financial impact. The Company on its part has adopted a highly technical approach. SOPs have

been devised through which segments of distribution network are assessed/evaluated and are recommended for replacement based on the following:
e  Pipe to Soil Potential (PSP) survey

Direct Current Voltage Gradient (DCVG) survey

Close Interval Potential (CIP) survey

Cathodic Protection level of network

Underground Leak detection survey to identify leak points

Assessment of Pipeline coating conditions

Physical inspection of pipeline through bell holes
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The Company also understands that replacement of the network involves huge finances and in order to avoid unnecessary expenditures, the Company has
adopted this scientific approach. The underground network is surveyed using ‘Leak Detectors’ to identify leak points. Through use of these equipments,
localized leakage detection and its repair is possible against old conventional strategy of replacing network without assessment of its integrity. The replacement
of network ONLY on the basis of its aging without its through assessment and referencing of international practices, as recommended in the Report wiill
lead to a wastage of funds for which requisite budget will have to be allowed by OGRA, to be borne by consumers through price increase.

RECOMMENDATIONS ON UFG CALCULATION AND TREATMENT:

The company appreciates that the consultant has acknowledged the long outstanding issue of UFG calculation methodology and stance of SNGPL has
been acceded.

RECOMMENDATIONS RELATING TO UFG ALLOWANCE:

The Report has stated that since TBSs/DRSs are unmeasured, therefore the Company is
e Unable to measure actual different between volume received and dispatched
e Present UFG volume in terms of contributing factors

This perception is incorrect as has already been explained in detail in Para No. 3.1 above.

If for the time being, it is assumed, that all TBSs/DRSs are equipped with measurement facility, even then quantification/splitting of total volumetric losses in different
contributing factors will not be possible. The Company on the basis of vast experience and various studies has estimated the share of different contributing factors
in total volumetric losses. The Report, though concludes that estimation of the Company with regard to share of different UFG contributing factors in overall
losses is incorrect, it fails to suggest any methodology for splitting the total UFG in different contributing factors, nor has it referred to any international
practice in this respect.

STREAM 1 MID TERM PLAN:

3.15.1 UFG Calculation Formula:

We appreciate that the Report has recognized that, in addition to the UFG rate, appropriate allowance has to be given to the Company which firms our stance that

there are certain extraordinary circumstances in which the Company is operating which are not prevalent in any other country. The following formula has been proposed
in the Report:

UFG aiowea = Gas ars X Rate rixea + AVolume urc X 8

where;
AVolume . is volumetric ‘Impact of change in Bulk Retail Ratio on UFG’
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Although the Report has recommended allowance against bulk-retail ratio in line with guidelines of ECC of Cabinet, it is surprising that allowance of Bulk-
Retail has been recommended through above formula, subject to completion of certain tasks defined as Key Monitoring Indicators (KMls). Contribution of these
KMls will be incorporated in the UFG calculation formula through the factor B calculated on the basis of weightage of individual KMls. Detailed comments against
proposed KMls is given in Para No. 4.2 of this document. However, as it stands, the linkage between factor B and the KMlIs as proposed is not acceptable to
the Company. Moreover, the formula negates the guidelines of the Federal Cabinet which allowed due recognition against the following :

1. Gas Volume pilfered by Non-consumers
2. Gas Losses in Law & Order affected areas

UFG Rate:

The Company strongly contetsts the fixation of 5% UFG benchmark in the Report owing to following:

a. According to the figures quoted in Table R-1 of the Report, even in countries like the USA (Texas), Russia and Australia (Multinet), UFG benchmarks go up to 4-
5% despite the fact that there is minimum impact of gas theft and other operational constraints as heighted in this document. If developed countries like USA,
Russia and Australia have UFG rate around 5%, it is surprising that the same figure has been proposed for a company such as SNGPL which operates
on wholly different considerations. Most importantly, the Report has not stated specific reasons which resulted in UFG benchmark of around 5% in
those countries, which needs to be elaborated to check consistency with SNGPL.

b. While recommending the UFG Benchmark, the Report states that “..UFG allowances are commonly set in correlation with gas
consumption and network length..”. Considering this recommendation, Bangladesh and Turkey have been made reference for the purpose of fixed
UFG Rate to be applied for SNGPL. While looking at the reported figures in Table R-1, it is important to highlight that these countries have network
length of 15,641 Km and 20,804 Km ONLY respectively as against SNGPL, which is above 100,000 Km (15% and 20% respectively in comparison
to SNGPL).

c. In case of Bangladesh*, a model of appliance based billing for domestic consumers i.e.. 87 M3 is used (which is consumption of 2 domestic burners and for single
burner, it works out 43 M3 which commensurate with the minimum billing volume of 40 M3 in case of SNGPL), irrespective of their consumption that results
in lower UFG rate. Moreover, approximately 65% of gas is allocated to bulk sector based on available information pertaining to Gas Sales Mix.

* “Clean Fuel Sector Development Program” prepared by ‘Technoconsult International Limited’ under Technical Assistance Study program of Asian Development Bank”

d. Similarly in case of Turkey**, 48% of gas is allocated to bulk sector based on available information pertaining to Gas Sales Mix.
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**https.//www.oxfordenergy.org/wpcms/wp-content/uploads/2014/02/NG-82.pdf

e. The Report fails to refer to the following important factors, while referring the UFG Benchmark of the different countries, which have a direct link with UFG

and thus UFG benchmark:
e Consumer base
e (Gas sales mix
e Law & order situation

e Supply and demand situation/operating parameters

Fields such as “population”, “urban population” "“area”, “density” etc pertaining to different countries have been reported in the Tables R-1 and Table R-2

of the Report which has no relevance with the UFG benchmark.

The typical circumstances being faced by the Company warrant for a reasonable UFG benchmark commensurate with facts, ground realities,

operational constraints and operating conditions of SNGPL. The Company strongly feels that the Report needs to be reviewed in light of the UFG

Benchmark data of different countries, particularly with reference to all the UFG contributing factors mentioned in TORs finalized by OGRA and the

UFG benchmark of each country needs to be evaluated for all these UFG contributing factors. Only in that case comparison of UFG benchmark

can be relevant.

4 SECTION No. 3: “WAY FORWARD"”

4.1 LONG TERM PLAN:

The Report has recommended Key Monitoring Indicators spread over a period of 5 Years, after which UFG rate of 5% is to be achieved by FY 2021. The corrective

actions proposed by the Report, and the comments thereon by SNGPL are as under::

4.1.1 Reduce Data & Metering Errors

ldentify and replace

defected (slow/pug/sticky) meters and

bring it to an acceptable level of <5% of total consumers

Description Target Comments of SNGPL

Ensure  installation of  measurement facility at all TBSs/DRSs FY 2018 Installation of measurement facility at all TBSs is not practicable
Install EVC/Modem meters at facilities on all FY 2020 due to issues discussed in detail in Para No.

TBSs/DRSs 3.1 of this document in detail

Inspect all meters domestic, commercial, special domestic and industrial FY 2021 Inspection criteria defined in UFG Reduction Plan, already
within a5 year cycle for identification of malfunctioning meters duly approved by OGRA for  industrial, commercial and domestic
at least 20% meters inspection annually. consumers will be followed in future as well.

FY 2020

Comparison  of replaced  sticky meters with total consumer
base is incorrect as consumer base will continuously increase.
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Segment/isolate all TBSs to identify, measure and control supply of gas | FY 2018 Isolation of network is not possible due to constraints stated in Para No.

to areas susceptible to pilferage and losses 3.1 of this document

Identify consumers being minimum billed and ensue it is brought to | FY 2020 Minimum  billing  result  from following:

an acceptable limit of <5% of the total domestic connections. 1. Actual low consumption of the consumer
2. Measurement issues in meters
Both the above issues will remain persistent hence does not
appear possible.

Incorporate  in  the existing system relevant features or acquire a | FY 2019 Company already has Customer Care and Billing (CC&B) system in

system with built in feature of analyzing the system data and place, through which customized reports can be extracted.

identifying malfunctioning meters on the basis of anomalies identified.

During the transition period establish separate data cell for manual analysis

of the billing data. This can be done at the regional level or the head office

level.

Replace student  meter readers  with permanent meter readers FYy 2019 Company is ready to hire permanent meter readers on career term
basis, subject to additional provisions in HR benchmark to be
allowed by OGRA

Identify areas with gas pilferage and install bulk meters for such areas | N/a Not practicable in view of already explained situation in Para No. 3.11

to enable monitoring of UFG in that particular area. of this document

4.1.2 Reduce Leakage and Gas Loss:

Description Target Comments of SNGPL

Replace at least 5,000 Km of average underground distribution network FY 2021 Replacement will be carried out through  assessment of  relevant
parameters so length of network to be replaced cannot be specified.
Detailed discussion given in 3.12

detection  and | FY 2021

Acquire tools with improved features for underground  leakage

reduce underground leak per Km to less than 1 leak/km

Detection of leakage is only one component. In fact rectification of detected
leakages is actual solutionto the problem. Low Cathodic protection level
continuous deterioration of network

due to repeated power outages,

takes place hence new leakage will develop over period of time.
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FY 2020

Carry out survey for leak identification and extensive leak rectification of It is a continuous ongoing activity. however, the term 1

the overhead leakage and reduce it to less than 1 leak/connection leak/connection in case of aboveground leakages is not
understandable and require clarification at explained in Para No.
2.3.3.1 of this document

Establish additional Cathodic protection statons  to  ensure  100% | FY 2021 100% protection level and availability ~ of  alternative

cathodic protection over the network to control corrosion. power cannot be achieved due to issues explained in Para No.

Ensure availability of alternative source power supply at CP stations 4.2.12 of this document

Establish separate data cell for analysis of the EVC data. FY 2019 System is already in place of EVC data analysis.

4.1.3 Detect, Monitor and Control:

Description Target Comments of SNGPL

Enhance develop system capabilities to enable automated analysis of billing | FY 2019 System is already in place to analyze the billing data through CC&B.

data and identification of gas pilferage on the basis of anomalies.

During transaction period establish special cell units to manually

analyze CC&B data to detect abnormal consumer behavior for identification of

gas theft.

Acquire and install cyber locks at all industrial connections/CNG stations FY 2018 Pilot  Project is already  being considered for installation of
cyber locks at selected industrial connections.

Improve /increase the channels for theft complaints registration system etc. FY 2019 System is already in place to register gas theft complaints.

Advertisement  campaign  should  be conducted to increase awareness Media campaigns against gas pilferage are also launched

during the public in this regard.

Increase the turnaround time of the resolution of gas theft complaint n/a Gas theft complaints are already promptly addressed for

applications received during the year corrective measures.

414 Increase and Ensure Capacity:

Description Target Comments of SNGPL
Conduct mandatory technical training program for employees of all levels Ensure the | /2

attendance of employees in seminars/workshops pertaining the gas industry, both

national and internal

Company already has its dedicated training institute in which various

technical trainings are conducted. In addition foreign training of

employees is also arranged in relevant fields.
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and outside Pakistan for exchange of ideas/knowledge

sharing

Establish dedicated research and development cell with FY 2019 Services  departments  such  as Metering and Corrosion
aim to identify Control carry out necessary R&D from time to time.

/develop tools for increased efficiency cost reduction

Conduct periodic environmental audits to identify and rectify issues in a| FY 2019 Company has fully established HSE department to look after such
timely manner. Hire environmental experts issues.

Improve data quality and timelines for system, operation, planning | FY 2019 Best possible efforts are being made to meet timelines
and regulatory acceptance. related to Regulatory Authority.

Develop acquire system capable of managing company data and

generating timely reports as and when needed. All departments are custodian of relevant data

Attend periodic meetings/joint sessions with other gas companies in n/a Already being done.

KEY MONITORING INDICATORS (KMis):

As already stated above, although the Report has proposed KMlIs for the Company, certain aspects have been missed out in the Report. This is so because the said
KMI's appear to have failed to consider the technical, financial and logistical hurdles faced by the Company. It is further highlighted that execution of activities

defined in the KMis will require specific budgetary provisions on annual

basis along with additional

provisions in HR benchmark, leading to a

consequential rise in tariff which will have to be borne by the gas consumers. The Report presumes that execution of certain KMls in next five years will
permanently bring down UFG to 5%, whereas, in reality, the execution of different UFG control activities is a continuous ongoing activity which has to

be carried out regularly irrespective of any specified time period since:

e A resurvey of underground distribution network for leakage detection and rectification is required every 5 years in line with international practices.

e Meters have a limited service life at site and required to be replaced periodically for maintenance

e Theft control is continuous activity as the gas users may again indulge in pilferage, regardless of vigilance activities of the Company.

Therefore, it appears that KMIs have been suggested without consideration of the specific operational constraints being faced by the Company.
These constraints are contrary to the international practices, some of which include: a significant supply and demand gap, forcing the Company to operate

its network beyond its design parameters; network operations at

low pressures,

causing measurement inaccuracies; looping of distribution network due to

unprecedented growth and to facilitate the gas users in view of shortage of gas supplies and non availability of dedicated corridors for distribution network, to name a

few.
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If KMIs are to be identified and targets for meeting the same have to be set, it would be more appropriate that the Company in consultation with OGRA
finalize such task and targets based on practical, reasonable, technical and financial viabilities. \Without prejudice, specific issues that SNGPL has with
regards to different KMIs defined by the Report are as follows:

Number of TBSs Metered with EVCs/Modems Installed as % Age of Total TBS

We disagree with the conceptual basis for this particular KMI, regarding measurement at TBSs/DRSs because the Report fails to appreciate the international
practices and technical details of the issue which prevent the company from meeting the KMI target. The following related to installation of measurement facility at

TBSs/DRSs has already been explained in a detail in Para No. 3.1 of this document:
e Internal Practices

Looping of distribution network

Space constraint

Experience of company so far

Alternative available

Concluding to this, the fact of the matter is that measurement of losses at TBSs is only a small portion of solution to the actual problem, whereas the
Report appears to assume the same as a whole solution to the menace of UFG so this KMI needs to be deleted.

Number of Meters Inspected nsumer wise) Annually as % of Total Metered Connections

Vigilance of all categories of consumers is part and parcel of the UFG Reduction Plan envisaged by the Company, duly approved by OGRA as already been
explained in detail in par No. 2.5.1.1 of this document. Through the aforesaid vigilance activities, the Company has achieved very fruitful results. SNGPL
acknowledges the effectiveness of vigilance activities and it is suggested that the above mentioned activities should be separately reflected in the KMIs with
following targets to continue the ongoing efforts against gas theft:

Description KMI Proposed by SNGPL Weightage
Industrial CMS inspection Vigilance of each industrial consumer once every month 10%
Commercial CMS inspection Vigilance of each commercial consumer on quarterly basis 10%
Domestic CMS inspection Vigilance of 15% of total domestic consumers 10%

These activities will require an approximate budget of Rs. 550-600 Million annually.

4.2.3 Number of Bulk Meters Installed Annually Area Wise

Detailed comments has already been given in Para No. 3.11
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Thus, in view of above explained situation, installation of separate bulk meters for law
& order affected areas of KPK province is impracticable and unfeasible. This activity should be deleted from the KMIs of SNGPL.

Number of Total Defected Meters Replaced as % Age of Total Meters
In line with the prevailing practices and procedure, duly approved by OGRA, the defected meters cases are detected by SNGPL through following:

o Visit to Consumer Meter Stations against Consumer’s complaints
e Reports of meter readers.
e Periodic vigilance activities.

SNGPL understands the importance of replacing defective meters and therefore such meters are replaced on a priority basis in line with the ‘Performance and Service
Standards’ given by OGRA against which periodic reports are also furnished to OGRA. However, the Report has linked the performance against meter replacement
activity as a %age of total meters which is logically incorrect due to the fact that the consumer base of SNGPL is continuously increasing.

Replacement of meters is a continuous ongoing activity and it cannot be ensured that after 5 years no further meter will become defective or require replacement
since meters contain mechanical moving parts, which are always prone to wear and tear. Moreover, the Company’'s peculiar operating conditions such as low
pressure causes increased gas velocity and thus the carbon dust travel inside meter internal parts, increasing its rate of defect. Despite the above, the Company
carries out replacement of approximately 8-9 % of total meters annually based on defects detected through above criteria, in line with OGRA guidelines.
Therefore, so far as the question of KMI targets in this regard is concerned, such a target can only realistically be linked with the total defective meters required to
be replaced. The KMI should be as follows:

KMI Proposed by SNGPL Weightage
Industrial defective meters replaced as a % age of total defective industrial meters reported/notified 5%
Commercial defective meters replaced as a % age of total defective commercial meters reported/notified 5%
Domestic defective meters replaced as a % age of total defective domestic meters reported/notified 5%

This KMI will lead to an approximate budget of Rs. 2,500 Million annually which will have to borne by consumers in the shape of an appropriate price
increase.

Number of TBSs Segmented as %Age of Total No of TBSs

Segmentation of network at present in not practicable as already been explained in detail in Para No. 3.1 and 3.2. It will be similar to re-designing the existing distribution
network, and to put matters into perspective, it is stated that existing length of distribution network is over 100,000 Km and in order to further highlight the issue for
understanding, applicable unit construction rates for different diameter line pipes is given in table below:
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Dia of pipe Unit Cost (Rs/meter)
2" dia 2,030
4" dia 3,824
6" dia 5199
8" dia 7,555
10" dia 10,742
12" dia 11,252
16" dia 16,991

In view of above stated reasons, this activity should be altogether deleted from the KMIs, being impracticable.

As stated in the detailed submissions on UFG factors, it appears that the Report has failed to comprehend the actual issue with regard to minimum billed consumers. SNGPL has been
asked to bring down the % age of total minimum billed consumers to less than 5%. Moreover, performance of Company has been linked with total number of meters, which is

not correct. As submitted by the Company before the Consultants, the minimum billed consumers fall in two categories:

e  Minimum billing due to actual low consumption of the consumer
e  Minimum billing due to measurement issues in meters.

It is clear from these two reasons, both equally relevant, that the number of consumers to whom minimum amounts are billed is not a discretionary number which can be controlled
by the Company. Those actually consuming less than the minimum billed amount cannot be forced by the Company to increase their consumption, and, the reasons contributing to
metering errors are beyond the control of the Company. Therefore, as a matter of principle, this KMI should be deleted.

The consumption of domestic consumers is dependent upon seasonal variations and climate. For instance, annual consumption of regions falling in Northern parts of the country
(Peshawar etc.) have higher consumption as compared to the regions falling in Southern parts (Bahawalpur, Multan, Sahiwal etc) of the country. The same can be assessed through

per consumer consumption shown below:

Region Per Consumer monthly Average Consumption* (Hm3)
Peshawar 0.92
Multan 0.50
Bahawalpur 0.49
Sahiwal 0.54

*based on billing of July, 2016
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Furthermore, consumption in summer months is on lower side, therefore leading to a higher number of minimum billed cases in summers, whereas in winter months it is
vice versa. The consumers cannot be forced to increase their consumption. Presently, approximately 30-35% consumers are billed as “minimum” in summers
while 10-12% are billed as “minimum” in winter months. Thus, it is not practicable to bring down the minimum billed consumers to below 5% of the total consumer
base.

This activity should accordingly be deleted from the KMlI’s.

Number of Total Defected Meters Identified as % Age of Total Meters

In light of the submissions made herein above with respect to KMI given at 4.2.4 of this document, since the Company is already following ‘Performance and
Service Standards’ given by OGRA, this KMI becomes irrelevant and should be deleted.

Number of Meters Replaced as % Adge of Total Number of Meters Eligible for Replacement

We appreciate the activity of replacement of meters against schedule programs as suggested by the Report. It is admitted that this is a continuous ongoing activity to
be carried out annually. The Company already acknowledges the importance of this activity and is following a replacement criteria given by OGRA, which states:

Description Period
Schedule replacement of industrial meters 1 Years
Schedule replacement of Commercial meters 7 Years
Schedule replacement of Domestic meters 16 Years

In view of above separate criteria, it is suggested that the above activities needs to be reflected separately in KMIs as follows:

KMI Proposed by SNGPL Weightage
Industrial meters replaced as a % age of total industrial meters qualifying schedule replacement criteria 5%
Commercial meters replaced as a % age of total commercial meters qualifying schedule replacement criteria 5%
Domestic meters replaced as a % age of total domestic meters qualifying schedule replacement criteria 2%

These activities will require an approximate budget of Rs. 1,500 Million annually and additional amount required for replacement of meters will have to
be borne by consumers in shape of price increase.

Length of Distribution Network Rehabilitated (Km) as % of Total Length of Distribution Network

While recommending this particular KMI, the Report has not referred any international practice which recommends replacement of network ONLY on the
basis of its aging. The replacement of underground network is an uphill task due to following constraints:
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e  Major part of underground network is big cities under busy roads and requires road cut permissions from concerned departments (Provisional, District/Tehsil
Administrations) to expose the network as it has not been laid in separate corridors unlike international practices, where separate corridors are available for
different utilities.

e Majority of the funds allocated to Public Representatives for developmental schemes are for Sewerage, Water Supply, etc. so while executing the work, these
utilities lay their installations on our network, causing coating defects, third party damages, thus corrosion and leakages.

e In old localities, pipeline depth has reached at a level more than 10 feet below the earth surface.

The methodology being used currently by the Company for replacement of its network has already been explained in Para No. 3.12 of this document. Presently,
approximately 250-300 Km of network is replaced annually. However, the comparison of rehabilitated network as a

%age of total network as made in the Report is perhaps superficial given the fact that the distribution network is constantly increasing. So, instead of a game of
numbers, it would be more prudent to replace those segments of network where integrity is doubtful and replacement activity will actually serve the desired
objective i.e.. leakage control based on relevant assessment parameters as already mentioned.

We would like to highlight that the Company is receiving government directives for laying of new network in different areas whereas availability of skilled manpower is
limited since only qualified personnel can work on gas distribution lines in line with applicable Standards/Codes. Despite these factors, the Company will
carry out underground network replacement activity on the basis of recommendation received by our Corrosion Control department, keeping in view the above
relevant parameters as stated in Para No. 3.12 of this document so fixing annual replacement target will not be prudent. Furthermore, it should be noted that OGRA has
never allowed requisite budgetary provisions for the activity and has been slashing the budget as evident from the table:

Figures in Rs. Million

Period Requested by SNGPL Allowed by OGRA in ERRs
FY 2015-16 1,500 544
FY 2016-17 1,000 548

The budget allowed by OGRA is sufficient to execute replacement of ONLY up to 250-300 Km of different diameter distribution network annually. In view of above,
replacement of 1,000 km is practically not possible due to operational constraints stated above and non provision of funds by OGRA in ERRs. Most importantly,
the requisite budget, if allowed by OGRA, will have to be borne by consumers in shape of price increase.

The quantification of target for underground network replacement to be carried out annually cannot be fixed. It requires qualitative surveys and
assessment as already explained in Para No. 3.12. Approximate budget of Rs. 1,000 Million annually will merely be sufficient to replace only 250 to
300 Km network, the cost of which will be
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10. Number of Underground Leaks Rectified per Km as % of Total Leakage Rate per Km
Underground Leakage Rectification (Laser Leak) is an integral part of the UFG Reduction Plan envisaged by the Company, duly approved by OGRA. SNGPL is

accordingly carrying out survey of its underground distribution network using ‘Leak Detectors’ to identify leak points.

pertaining to ‘UFG Reduction Plan’ era stand at 2.2 leakages/Km. These leakages are contributed by:

Third party damages
Coating defects

Corrosive nature of soil
Moisture content in soil, etc.

Non availability of dedicated corridors

Inherent issues with coating materials
Drop in network Cathodic protection levels

According to available data,

leakages

Due to above stated persistent factors, new leakages develop in the network and in the presence of above stated impediments, it will be very difficult to reduce the

per km leakages drastically. The Company through execution of underground leakage rectification program will make efforts to gradually reduce the per Km leakages.

The KMI should be reviewed as follows:

rectification (laser leak)

gradually reduced

Description KMI Proposed by SNGPL Weightage
Underground leakage Present level of 2.2 leaks/Km to  be 10%

This activity will require an approximate budget of Rs. 450-500 Million annually

4.2.11 Number of Overhead Leaks Rectified as % of Total Number of Domestic Consumers
Aboveground leakage rectification is an integral part of UFG Reduction Plan envisaged by company, duly approved by OGRA. It is a continuous ongoing activity and

SNGPL is carrying out survey of aboveground domestic connections and on the basis of surveys, leaks are identified and rectified. This KMI should realistically be

reviewed as follows:

Description KMI Proposed by SNGPL Weightage
Aboveground leakage Survey of 156% of total domestic connections annually and 5%
rectification rectification of detected leak connections

This activity will require an approximate budget of Rs. 300 Million annually

4.2.12 Number of Km with Cathodic Protection Coverage as % Age of Total No of Km of Distribution Network

The underground Mild Steel network is protected against corrosion by providing electric current to pipe through external power source (LESCO, FESCO, IESCO

etc.). However, repeated power outages in the past years have caused threat to the distribution network since
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during the period of power outages, cathodic protection level of MS pipeline network drops, making it prone to corrosion and leakages. It is practically impossible to
ensure 100% Cathodic protection of distribution network due to various constraints such as:

Non availability of dedicated corridors

Repeated periodic Power outage

Inherent issues with coating material

Corrosive environment surrounding the pipe (soil)
Moisture content in soil

Third party damage

At present, 1424 CP Stations are installed at Distribution Network. Company is arranging for installation of Thermoelectric Generator (TEGs), Solar Power System

and Battery Backup Units as alternative power sources at limited number of locations for Cathodic Protection but they involve huge financial impact as given in table

below:
Description Single Unit Installation Cost
Thermoelectric Generator (TEGs) 10* Million
Solar Panel System and Battery Backup Units 5** Million
*4 TEG units are to be ii lled at each existing CP

**excluding land acquisition cost

These alternative power supply systems have limitations w.r.t. space for installation, current output, security and operational constraints. These options can
be installed on only selected locations and cannot be installed at every location. Even if we go for additional CP stations on the existing network, it will
involve acquisition of additional land for which OGRA will have to facilitate SNGPL.

Number of Theft Cases Detected Against Registered Consumers
Already been covered against para No. 4.2.2 of this document so it should be deleted from KMIs

Number of Theft Cases Detected Against Non Consumers
Vigilance activities are a part of SNGPL's UFG Reduction Plan and efforts of the company have already been reflected against Para No. 2.5.1.2 of this document. The

detection of non consumer cases may be included in KMls, subject to the condition that OGRA gives allowance against this particular factor but the weightage as
recommended by the consultant cannot be applied in this particular case. Moreover, OGRA is requested to facilitate and expedite recoveries from non consumers.

Number of Disconnections in Respect of Theft as % Age of Total Consumer Base of the Period

Given the prevailing facts and circumstances, it would perhaps be counter-productive to link number of disconnections in respect of gas theft with consumer base.
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The number of disconnection can only be linked with cases due for disconnection on the basis of the established disconnection criteria already in vogue and
weightage should be assigned accordingly to a ceiling of 4%.

Number of Gas Theft /Leakage Complaints Received per 100,000 Consumers
Company on its part is making effective media campaign in this regard but SNGPL has no control over general public forcing them to lodge complaints regarding gas

leakage/theft. However, all the received complaints are attended/ rectified as per OGRA guidelines.
In light of these facts, this KMI should be deleted.

Number of Gas Theft/Leakage Complaints Resolved per 100,000 Consumers
The resolution of gas theft/leakage complaints is one of the top priorities of SNGPL and such cases are regularly being monitored by OGRA through its ‘Performance

and Service Standards’. The Company already makes best possible efforts to promptly rectify complaints. However, it should be linked with actual number of
such complaints received by the Company and its weightage may not be more than 6% in the KMIs as per the opinion of the Company.

Miscellaneous (Training, Knowledge Sharing, Meetings etc)

The Company already has a training system in place through dedicated training institute where the work force and the executives are trained in relevant fields.
Moreover, all concerned are familiarized with the new technologies being used the Company. Periodic meetings are also are part of assessment program which
help in knowledge sharing. Its weightage in no case by more than 5%

SUMMARY of KMIs Proposed By SNGPL:

Sr.No. Description of KMIs proposed by SNGPL* Weightage proposed by SNGPL
1 Vigilance of each industrial consumer once every month 10%
2 Vigilance of each commercial consumer on quarterly basis 10%
3 Vigilance of 15% of total domestic consumers 10%
4 Industrial defective meters replaced as a % age of total defective industrial meters reported/notified 5%
5 Commercial defective meters replaced as a % age of total defective commercial meters reported/notified 5%
6 Domestic defective meters replaced as a % age of total defective domestic meters reported/notified 5%
7 Industrial meters replaced as a % age of total industrial meters qualifying schedule replacement criteria 5%
8 Commercial meters replaced as a % age of total commercial meters qualifying schedule replacement criteria 5%
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9 Domestic meters replaced as a % age of total domestic meters qualifying schedule replacement criteria 2%
10 Underground network replaced as a %age of total annual target, as recommended by Corrosion Control Dept. 7%
11 Present level of 2.2 Underground leaks/Km to be reduced gradually 10%
12 Survey of 15% of total domestic connections annually and rectification of detected leak connections 5%
13 Installation/Renovation of 150 No. CP station annually 6%
14 Number of theft cases detected against non consumers (Subject to condition that non consumer volume is allowed by Not applicable
OGRA)
15 Number of disconnection as a % age of consumers due for disconnection 4%
16 Number of gas leakage complaints resolved as a % age of actual number of such complaints received by company 6%
17 Misc (Trainings , Knowledge Sharing, Meetings, HSE) 5%
Total 100
*Note:
All the above d ies are of i nature, to be carried out regularly irrespective of any time period.

The above comments are accordingly given.
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SSGC’'S COMMENTS/ RESPONSE REGARDING
CONSULTANT FIRST DRAFT UFG BENCHMARK STUDY REPORT

1. The Company has gone through the first draft of the ‘UFG Benchmark Study Report’ (the “Report”), prepared by the consultant M/s. KPMG. While we sincerely
appreciate the efforts of the Consultants in preparation of the Report, it is the opinion of the Company that the Report has made unrealistic comparisons of the
Company with some international best practices in certain cases, without taking into account the dissimilar operating conditions. Furthermore, it appears that the
Report has misunderstood certain issues, such as the issue of measurement of volume lost in the law and order affected areas.

1. Furthermore, the Report presumes that execution of certain KMIs in next five years will permanently bring down UFG to 5%, whereas, in reality, the execution of
different UFG control activities is a continuous ongoing activity which has to be carried out regularly irrespective of any specified time period. The execution of
activities defined in the KMls will require specific budgetary provisions on an annual basis, along with additional provisions in HR benchmark which would translate
into a significant increase in the Tariff applicable to consumers. It appears that this impact of the responsibilities spelt out in the proposed KMls has not been perused
in the Report and therefore the same needs revisiting.

1. It should be noted that the ECC of the Federal Cabinet was cognizant of the situation and has issued policy guidelines to Authority, considering the complexity of the
issue, to allow volumes claimed by the Company against following factors beyond its control as deemed gas sales:

a. Gas Volume pilfered by Non-consumers
a. Gas Losses in Law & Order affected areas
a. Impact of change in Bulk Retail Ratio on UFG, using the base year 2003-04

1. Some of the key observations in the Report which, in the opinion of the Company need to be revisited are as follows:
a. The Report recommends replacing the underground network, without giving reference of international practices in this respect, which needs to be
elaborated

b.  Measurement Errors has been correlated with metering at TBS. Measurement is carried out whenever there is custody transfer i.e.. Gas Sources, SMSs and
CMSs that have already been metered, it needs to be reviewed.

c. It has been observed that fixed rate of UFG allowance is proposed based on Countries that are more developed and advanced in technology and whose socio
economic conditions are different from Pakistan. In most of countries there are no domestic customers (with gas supply priority) or having fixed billing
mechanism for Domestic Customers.
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Turkey and Bangladesh, are incomparable as they have only 15,641 Km and 20,804 Km Network as compared to an around 45,000 km network in case of SSGC. Appliance based
billing for domestic consumers i.e.. 87 CM used irrespective of their consumption that results in lower UFG rate in Bangladesh, with approximately 65% of gas is allocated to bulk
sector. Similarly, 48% of gas is allocated to bulk sector in Turkey.

If countries like USA (Texas), Russia and Australia (Multinet) have benchmark in range of 5%, the typical circumstances being faced by the SSGC warrant for reasonable UFG
benchmark commensurate with the very UFG factors beyond its control, ground realities, operational constraints and unfavorable operating conditions.

5. That, in light of the above submissions, the Company provides its detailed comments on the Report, herein below:

Section 1: Background

6. Under Table ME-1 (Page 42), only 67% of total consumers have been shown as metered assuming all Nil and Minimum category Meters as faulty. While it is a fact that most of faulty
meters are found under this category, however, a blanket assumption cannot be made regarding all these meters as sticky/ PUG, and may need to be reviewed. It is ensured that
100% registered Customers connected to SSGC Network are metered.

6. Under Table ME-3 (Page 43), it is fact that in Karachi, 45% of TBSs are interconnected with each other covering more than 70% of customers. There is similar situation with all major
cities of Sindh and Balochistan where major cities of Region have interconnected network showing only smaller %age as compared to surrounded areas, while TBSs supplying gas to
small towns and villages are isolated which are shown under relevant Regions in referred Table.

Section 2: Situational Assessment

8. The Report lists the following as significant impediments with regard to gas theft:
a. Continuous growth of the gas distribution network
a Insufficient and delayed legislative support for recovery of detected cases
a. Inadequate monitoring and maintenance efforts of Sui Companies
a Expectation of free gas supply in gas producing areas

Following important factors should also be included which are reiterated by the Company since the same are beyond its control:
a. Increase in gas price, tempting consumers to use unfair means
Shortage of gas supplies, tempting consumers to use it illegally
Moratorium on new gas connections of industrial and commercial category
Frequent electricity outages, tempting domestic customers to use generators through tempering in pressure regulator that is difficult to identify.
Pressure Theft by commercial Customers due to unlawful load enhancement.
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12.

12.

12.

The Report highlighted Leakages as a major UFG contributing factor and suggested to replace network based on its ageing without referring to any international
practice for replacement of underground distribution piping network, which recommends replacement of network ONLY on the basis of its aging without its
assessment/ evaluation. This issue needs to be thoroughly explored in view of international practices.

The Report’'s approach towards Measurement Errors is associated with non availability of meters on TBS. UFG Contributing factor of Measurement Errors actually applies to
measurement faults associated with point of delivery i.e..; SMS and CMS wherein meters are already installed. It is endorsed that the installation of meter at TBS wiill facilitate for
monitoring and analysis of UFG at micro level.

The Report acknowledges that UFG volumes rise as a consequence of Sales Mix shifting from Bulk to Retail. However, the stance that the Company has not
made efforts for corrective measures is simply not true. It is reiterated that shift of gas from Bulk to Retail and vice versa is beyond the Company's control.

SSGC's network has increased from 851 towns/ villages in 2004 to 3,727 towns/ villages in 2015. This induced development is responsible for shift of gas from
low or zero UFG bulk sector to highly UFG prone retail sector. Retail gas supplies increased from 48% in FY 2003-04 to 75% in FY 2014-15.

The company has been obligated to gasify remotely located towns and villages to support socio political agenda of Government for which financial assistance
covering the capital cost only is provided. However, operating these networks in an efficient manner is a real challenge.

The Company has put in best possible efforts to curb the menace of gas theft, keeping in view the specific operating conditions, budgetary provisions and HR
benchmark allowed by OGRA on an annual basis. Therefore, the observation that the Company has not taken corrective measures in this regard is misplaced and
this factor needs a review.

We agree that there is always room for further improvement, but the overall conclusion of the Report that the Company does not take ownership of the UFG
issue and plan to curb, is without any detailed analysis. The Report also fails to reflect the genuineness of the Company’s claims against compensation/
allowance against the factors beyond its control. The ECC of Cabinet was cognizant of the facts and has issued policy guidelines to Authority, considering
complexity of the issue, to allow the volumes claimed by the Company against following factors beyond its control:
a. Gas Volume pilfered by Non-consumers
a. Gas Losses in Law & Order affected areas
a. Impact of change in Bulk Retail Ratio on UFG, using the base year 2003-04
As stated above, the execution of different UFG control activities are a continuous ongoing process irrespective of any specific time period. The constitution of
proposed objectives and recommendations of the Report for short term and long term measures lacks thorough understanding of technical issues and financial
constraints associated with these.
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Section 2: Recommendations

100% metering at TBSs is not a standard practice. Although from an administrative point of view, it is a better option to split the area of operation into smaller units, but the
Report has recommended it as a tool of measurement. The purpose of installing TBS is to reduce the pipeline pressure required in system and most of TBS located in remote
areas where there is no provision of a measurement facility.

16.  Network Segmentation is an admirable suggestion of the Report and SSGC is already working on possible segments within major cities for better network visibility.
Segment wise Gas Volume Reconciliation is preferred where one segment covers 100% customers and gas should ideally be supplied through one source with following
exceptions:

a. Large Segments will be developed with multiple TBS where network is interconnected in big Cities i.e..; Karachi, Hyderabad, Nawabshah, Sukkur and Quetta.
However, every TBS in big cities will be metered.

a. Cluster of small towns TBS and villages PRS should be treated as one segment under one SMS to avoid unnecessary cost on modification, metering, and
Maintenance and security arrangements of small TBS/ PRS. Gas Purchase and Sales Figures will be reconciled on SMS Basis.

It is expected that whole franchise area may be divided into around 500 segments, subject to the above, and can be reconciled after meter installation/ customers tagging.

17.  Cylinder Model is also an interesting suggestion which may be considered for upcoming new gasification schemes for domestic and commercial consumers, however,
the Government of Pakistan and OGRA can take policy decisions in this regard.

17.  Key Monitoring Indicators are proposed for a period of 5 years and that too with the intent to discount the impact of Bulk-Retail ratio. This is contrary to the fact that
execution of UFG control activities are an ongoing process and besides Bulk to Retail Ratio, other factors i.e..; theft by Non-Consumers, Law & Order, etc., need to be
addressed.

The Company is already executing ‘UFG Reduction Plan’ that includes crucial UFG control activities, envisaged in view of key UFG contributing factors. The KMIs must be
brought in line with the key UFG contributing factors and the Company, having vast experience in this particular field, should be authorized to select the UFG control
activities to be incorporated in the KMls along with appropriate weightage.

19.  The Business Model to manage UFG at Regional Level is already in place duly supported by Management Information Tools and controls.

19.  Two vyearly Meter Inspection is proposed for all Customer’s premises for detection of theft and tempering. At present the total customer base of SSGC is around 2.8
million customers. Instead of surveying 400,000 customers, we plan on surveying 1.2 Million domestic customers in two years by effective realignment of resources
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21.  Technological Advancement is already in place. EVCs and Modems have been installed at all major industrial locations and are being monitored remotely at Head
Office. Furthermore, meters, EVC and Modems are being installed in phased manner at all SMSs and TBSs/PRSs.

However, as suggested the company is evaluating the feasibility of installing of Smart Meters for high Domestic and commercial Customers.

21.  Cost of Service Study is suggested if Companies have option to run business on commercial basis without any priority and subsidy, however, OGRA being the
statutory body can comment on the pricing mechanism for different categories of consumers at this juncture.

21.  Detect, Monitor and Control proposes a reactive rather than proactive approach on gas theft and proposes independent verification of gas theft volumes claimed
against consumers.

It seems that the Report has failed to appreciate the procedures and practices already in place. Contrary to the understandings reflected in the Report, fact of the matter
is that a number of consumers to whom gas pilferage charges are booked, approach OGRA to get relief against established gas theft charges, which shows that
validation mechanism is already in place in line with provisions of OGRA Ordinance and complaint resolution procedure of OGRA.

The Report has recommended installing bulk meters in areas which are prone to gas pilferage. It is a misconception that theft is localized in any specific area/ locality. It
is categorically stated that except for the law & order affected areas, gas theft is not localized, and rather it is spread across the Company’s distribution network.
However, Bulk Meters are already being installed at Flat Sites to determine the extent of gas losses.

Section 2: Recommendations on UFG Calculation
24. We appreciate that the Report has recognized that, in addition to the UFG rate, appropriate allowance has to be given to the Company which firms our stance that there are certain
extraordinary circumstances in which the Company is operating which are not prevalent in any other country.

UFG Allowed = 5% + (A Bulk to Retail Ratio x ) where Beta (B) is based on KMis
According to the figures quoted in Table R-1 of the Report, even in countries like the USA (Texas), Russia and Australia (Multinet), UFG benchmarks go up to 4-5% despite
the fact that there is minimum impact of gas theft and other operational constraints as highlighted in this report. If developed countries like USA, Russia and Australia have
UFG rate around 5%, it is surprising that the same figure has been proposed for a company such as SSGC which operates on wholly different environment and socio
economic/ political conditions. Most importantly, the Report has not stated specific reasons which resulted in UFG benchmark of around 5% in those countries, which needs
to be elaborated to check consistency with SSGC.
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The Report should correlate following important factors, while referring the UFG Benchmark of the different countries, which have a direct link with UFG and thus UFG
benchmark:

Consumer base

Gas sales mix

Law & order situation

O o0 o o

Supply and demand situation/operating parameters
It is proposed that fixed UFG allowance may be revised upward or Beta (B) should be considered from 0.5 to 1.5 instead of 0 to 1. i.e..; if performance against KMl is 50% then Beta (B) should
be 0.5+0.5=1.
UFG Allowed =5% + (AB2R x B) where Beta (B) is based on KMIs Range 0.5 - 1.5
25.  Based on sample calculation (Template) recommended by Consultant, it is proposed to utilize relevant year Retail UFG% (20.23%) instead of Base Year Retail UFG%
(13.62%) applied to work out Bulk to Retail Impact as worked out on actual figures as follow:

FY 2003-04 (MMCF) FY 2014-15 (MMCF)
Bulk Retail Total Bulk Retail Total
Gas Available for Sales 178.431o 152,('302e 341,033 105,146 323,304 428,450
Gas Sales 177,539 140,459 317,998 104,620 257,890 362,510
UFG 8920 22,1430 23,035 526 65,414 65,940
()
UFG % 0.50% 13.62% 6.75% 0.50% 20.23% 15.39%
Bulk Retail Ratio 52.32% 47.68% 100.00% 24.54% 75.46% 100.00%

Numbers (c to e) are marked in order to complete above template.

| Recommended by Consultant

Base Volumes (% B2R) 224,165 204,282 428,447
Transferred to Retail (119,019) 119,019 -
UFG Impact (595) 16,208 15,613

. . . . 13.62%
Comparison of Impact - Change in UFG Benchmark of last five years is enclosed as Annexure-A. °

It is appreciated that Gas supplies shifted from Bulk to Retail have been considered for allowable adjustment but the factors behind rising trend of UFG in %age from
13.62% in 2003-04 (Base Year) to 20.23% in FY 2014-15 has been ignored.
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SSGC's Observation
Base Volumes (% B2R) 224,165 204,282 428,447
Transferred to Retail (119,019) 119,019 -
UFG Impact (595) 24,081 23,486
20.23%

The approach adopted by the consultants ignored that the rising trend of UFG% is beyond Company’s control i.e.. illegal connections, gas distribution in
economically unfeasible areas (villages) owing to the state’s socio-economic commitments, shift of sale from Bulk to Retail as per Government policy,
frequent third party damages to gas pipeline and installations because of inexistence of utility corridors, theft and hampering of operational activities
due to deteriorating law and order situation, and theft due to moratorium on new gas connections.

If volume of AB2R is considered at fixed Rate 13.62% (Base Year) and B factor (assuming 1), the differential UFG rate 6.62% will also be treated and disallowed
directly from fixed UFG allowance and effective rate of remaining Retail UFG increased further from 20.23% to 24.09% as worked out below:

MMCF in FY 2014-15

Category Available for Sales UFG % UFG Effective UFG
Bulk 224165 105,146 0.50% 526 526 0.50%
119,019 13.62% 16,205 16,205 13.62%
(AB2R)
Retail 204,285 6.62% 7,876 49,209 24.09%
204,285 20.23% 41,333
428,450 428,450 65,939 65,939
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SSGC Recommendations:

|t is suggested that adjustments i.e.. Pilfered Volume by Non Consumers, Unbilled Volume in Law & Order Areas Volume may be individually allowed as
Deemed Sales or Retail UFG %age of said year i.e.. 20.23% in FY 2014-15 may be considered in Bulk to Retail Volume Shift, impact of both scenarios have
been worked in Annexure-B. Further, volume pursuant to company’s claim on account of Minimum Billing under UFG allowance may also be considered.
The revised Performance Based UFG Benchmark should be improved as follow:

UFG Allowed = Fixed Rate 5% + B2R x Retail UFG% in Said Year x ( 0.5 + 8 ) where Beta (B) is based on KMIs

Actual Retail UFG% of Said Year to be considered instead of Base Year UFG% because of multiple factors contributed in rising UFG% beyond Company's
control during period.

Proposed Beta (B) = Fixed 0.5 + Actual Performance (0.5 - 1.5) to be considered in view of ground difficulties in carrying operation activities, network
complexity, delay in Road cutting Permissions within budgeted amount, shortage of resources and skilled labour, lengthy Procurement timeline/ procedures/
approvals and role of agencies.

UFG Penalty should not be exceeded from ROA of said year for survival gas industry and overall economy, the punishment should not be more than one's
bearing capacity.

Section 3: Way Forward

*The Report has recommended Key Monitoring Indicators spread over a period of 5 Years, after which UFG rate of 5% is to be achieved by FY 2021.

Network Visibility:
Segmentation, Metering on TBS/ Area wise, Meter Inspection, Replacement of 54%
Defective Meters, Reduction in Minimum Billing

Network Improvement:

0,
Rehabilitation, Underground/ Overhead Leak Repairs, CP Coverage 23%

Theft Control:

0,
Detection, Disconnection & Complains 18%

Research & Development:

Training, Capability Enhancement, HSE, Data Quality, Knowledge Sharing 5%

Total 100%

*\\We welcome this proposal on Performance Based UFG Benchmark, however, it is suggested that the weightages allotted to these KMIs be revised as
follows:
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SSGC's Observations on Key Monitoring Indicator (8 Working)

Network Visibility Beta (f)
Act Rev

Number of TBSs Metered with EVCs/Modems Installed as a % of total TBSs.
The purpose of installing TBS is to reduce the pipeline pressure required in system and most of TBS are located in remote areas where
there is no provision of a measurement facility. For network visibility, Segment wise Gas Volume Reconciliation is suggested where one
segment covers 100% customers and gas should ideally be supplied through one source with following exceptions:
a) Large Segments will be developed with multiple TBS where network is interconnected in big Cities i.e..; Karachi, Hyderabad,
1 Nawabshah, Sukkur and Quetta. However, every TBS will be metered. 20% 20%

b) Cluster of small towns TBS and villages PRS should be treated as one segment
under SMSs to avoid unnecessary cost on modification, metering, and Maintenance and security arrangements of small TBS and PRS.
Gas Purchase and Sales Figures will be reconciled on SMS Basis.
It is expected that whole franchise area may be divided into around 500 segments with above exceptions and can be reconciled after
meter installation/ customers tagging. It is proposed to update this KMI as follow:
Number of Segments reconciled per 100 Segments annually (Target FY 2020-21)

Number of Meters Inspected (Consumer Wise) annually as a % of total metered connections.

Vigilance of all categories of consumers is integral part of UFG Reduction Plan.
The performance should be measured separately for each customer class based on following schedule:

(o) (o)
2 a) 100% Industrial Consumers on Quarterly Basis 2% 5% 10%
b) 100% Commercial Consumes on Semi-Annually Basis 3%
¢) 20% of Domestic Consumers (around 600,000) annually 5%

Number of Bulk Meters Installed annually area wise.
The precise quantification of losses at SMSs feeding these areas prone to gas pilferage is available on month wise as well as year wise
3 basis and in no case involves any estimation. Moreover, it may not be possible for the company to install bulk meters feeding different 3% 0%
pockets in these areas.
This KMI should be merged under KMI 1.
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Number of total defected (Slow & PUG/Sticky) meters replaced as a % of total meters.
Replacement of meters is a continuous ongoing activity and it cannot be ensured

that after 5 years and no further meters will become defective or require
4 replacement.

The performance should be measured against identified defective meters
(instead of Total Meters).

3%

15%

Number of TBSs segmented as a % of total no. of TBSs.
5 TBS wise Segmentation may be difficult to achieve in big Cities as discussed under
KMI 1, this KMI should be merged under KMI 1.

10%

0%

Number of Minimum billed consumer as a % of total number of domestic consumers.
The minimum billed consumers fall due to actual low consumption or measurement issues in meters. The
consumers cannot be forced to increase their consumption.
The minimum billed customer %age varies between 22% to 35% depending on the seasonal consumption that are
6 surveyed on selected criteria and it is observed that only 13 % meters are identified as slow/ PUG.

This KMI should be measured against survey as % of Minimum billing customers and merged with KMI 2.

Number of total defected meters identified as a % of total meters.
The performance should be measured against identified defective meters.

3%

5%

0%

0%

Number of meters replaced as a % of total number of meter eligible for replacement.
This is a continuous ongoing activity to be carried out annually. The performance should be measured separately for each customer class
based on following schedule:

Industrial Meters
Commercial Meters
Domestic Meters

* Instead of Industrial Meter replacement, SSGC carries out meter proving/ testing at field (Field Proving at meter installation site) and at
workshop. Any meter found outside accuracy limits is replaced immediately.

3 Years* (Meter
change/ Meter
Proving)

7 Years

16 Years

5%
10%

Document Classification: KPMG Confidential

82



Annexure U - ool response on st drart (Cont

Sui Southern Gas Company Limited

Network Improvement

Beta (B)

Length of the distribution network rehabilitated (KMs) as a % of total length of distribution network.

This is a continuous ongoing activity to be carried out annually based on extreme requirement to avoid unnecessary wastage of funds.
Overall Steel Pipelines is surveyed on quarterly basis and magnesium anodes are installed on small Dia Pipelines where CP Stations are not
feasible, Battery Backup Systems are installed at CP Stations to ensure pipeline protection level in absence of electricity.

The Target of Rehabilitation is around 300 KMs per annum (based on previous actual results).

The performance may be compared against Targets in revised UFG Reduction Plan (instead of total length of network).

Number of underground Leaks rectified per KM as % of the total leakage rate per KM.
This is a continuous ongoing activity to be carried out annually and rate of average leaks per KM varies area to area, it is difficult to reduce the per
km leakages drastically because new leakages develop in the network because of damages and soil conditions, it will be very difficult to reduce
the per km leakages drastically.
The performance may be compared against Targets in revised UFG Reduction
Plan (instead of total leakage rate per KM).

10%

5%

10%

5%

Number of overhead leak rectified as a % total number of domestic consumers.
This is a continuous ongoing activity to be carried out annually, the performance
11 may be based on both surveyed and rectified of 15% of total domestic connection annually.
The performance may be compared against Targets in revised UFG Reduction
Plan (instead of total number of domestic consumers).

Number of KMs with Cathodic protection coverage as a % of total No. of KMs of
distribution network.
12 At present, Out of 85% Steel Pipelines Network consists of 28% Supply Mains
(SMS to TBS) that are almost protected (around 90%) and remaining 72%
Distribution Mains and Services that are not well protected (around 50%).

4%

4%

5%

5%

Document Classification: KPMG Confidential

83



Annexure U - ool response on st drart (Cont

Sui Southern Gas Company Limited

Beta (B)
It is practically impossible to ensure 100% cathodic protection of distribution network due to various constraints such as Power
outage, Third party damage, no right of ways, pipeline coating service life / pipeline aging, soil condition and difficulties to
carryout operational work in large cities.
This is very important aspect and it is proposed that the performance may be measured as % of steel larger Dia Pipeline instead of total distribution
network. The proposed KMI will as follow:
Additional 4% Cathodic protection coverage of total steel distribution network as compare to CP coverage of last year.
Theft Control
Number of theft cases detected-against registered consumers.
CR Department received around 50,000 theft cases p.a. from following sources:
*Billing Department
eSurveillance &Monitoring
*CRD Field Staff . .
13 ¢SSGC complaint center (1199) 4% 0%
e) Media 4%
The company will explore new sources to increase reporting of number of theft cases, however, this KMI should be measured against performance
i.e.; disconnections of reported cases.
It is proposed to merge under KMI 15.
14 Number of theft cases detected against non-registered consumers.
The companies, through constant vigilance, identify and disconnect as many
instances of theft by non-consumer that they can. The theft of gas by non-
consumers (i.e.. persons not registered on the company’s network) is difficult to
identify, quantify and approach.
New Gas Theft Act deals with instances of gas theft only, the companies are not
provided with the security to recover the amounts lost. 4% 0% 4% 0%

CR Department detected around 125,000 theft cases against non- registered customers in FY 2015-16.

These efforts may further be increased if OGRA appreciate and reward allowance against this particular factor. This KMI may be included subject to
its treatment.

KPMG o

Document Classification: KPMG Confidential



Annexure U - ool response on st drart (Cont

Sui Southern Gas Company Limited
Beta (B)

Number of disconnections in respect of theft as a % of total consumer base of the period.

These illegal connections are disconnected wherever detected despite resistance of people, however, these connections are immediately reconnected by

rapturing pipeline from another point. As a result, pipeline is deteriorated with high rate of leakages and corrosion.

15 CR Department will attempt/ disconnects around 100% theft cases against non- 4% 5%

registered customers detected in Karachi Region whereas the theft cases in
Interior Sindh and Baluchistan cannot be attempted/ disconnected due to
resource constraints in managing large scattered areas as well as reluctance of
lodging FIRs by the local police stations at all regions.
The performance may be measure against detected cases (instead of total

customers)

Number of gas theft/ leakages complaints received per 100,000 consumers annually.
16 CR Department receives around 45,000 leakage complaints during FY 2015-16. 3% 0%
Complaint resolved against received may be utilized as performance indicator.
This KMI should be merged under KMI 17.

Number of gas theft/Leakages complaints resolved per 100,000 consumers annually.
CR Department resolves 100% leak complaints received. This KMI should be
17 based on Complaint resolved against received as performance indicator (instead 3% 5%

of 100,000 customers)

It is proposed to add survey of disconnected customers as it is experienced that most
of theft cases are reported at locations where gas supply was disconnected.
The performance should be measured separately for each customer class based
on following schedule:

* 0% 5%
a) 100% Industrial Disconnected Consumers annually 2%
b) 50% Commercial Disconnected Consumes annually 1%
c) 20% Domestic Disconnected Consumers annually 2%
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Research & Development Beta (B)
18 Number of training hours per employee per year. 1% 1%
Improved capability of cost effective construction. Maintenance and emergency
19 1% 1%

repairs

Number of environmental issues rectified during the year / Amount of penalties paid
20 1% 1%

as a result of violation of environment laws.

21 Volume of data quality issues identified during the year. 1% 1%

Number of knowledge sharing meetings / joint sessions attended / organized during
22 1% 1%

the period.

Total 100% 100%
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Comparison of Impact - Change in UFG Benchmark

MMCF
| 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16E |
Purchases a 403,470 415,472 419,113 428,450 456,168
Shrinkage/ RLNG (BTUs) b 2,267 2,924 3,622 5,348 12,071
Total Purchases c 405,737 418,396 422,735 433,798 468,239
Bulk d 105,295 102,032 98,531 104,620 136,453
Retail e 254,353 271,613 255,345 257,890 248,960
Sales to Customers f=d+e 359,648 373,645 353,876 362,510 385,412
Deemed Sales g=b 2,267 2,924 3,622 5,348 12,071
Adjustments h 2,031 6,573 6,819 6,876 6,876
Total Sales i=f+g+h 363,946 383,142 364,318 374,735 404,359
UFG j=c-i 41,791 35,254 58,417 59,063 63,879
UFG %age k=j/c 10.30% 8.43% 13.82% 13.62% 13.64%
Allowed UFG I=c x 7% 28,402 29,288 29,591 30,366 32,777
Disallowed UFG m = j-| 13,389 5,967 28,826 28,697 31,103
Revised Scenario

Available for Sales
Bulk n=d/(1-0.5%) 105,824 102,545 99,027 105,146 137,139
Retail o=a-n 297,646 312,927 320,086 323,304 319,029
Total p=n+o0 403,470 415,472 419,113 428,450 456,168
Bulk %age q=n/p 26.23% 24.68% 23.63% 24.54% 30.06%
Short B2R% (Base 52.32%) r=52%-q 26.09% 27.64% 28.69% 27.78% 22.26%
Bulk to Retail Shift s=pxr 105,271 114,830 120,253 119,019 101,529
Bulk UFG t=sx 0.5% (526) (574) (601) (595) (508)
Retail UFG u=s x 13.62% 14,336 15,638 16,376 16,208 13,826
Proposed B2R Adj (Base 13.62%) v=t+u 13,810 15,063 15,775 15,613 13,319
Purchases a 405,737 418,396 422,735 433,798 468,239
Sales to Customers f 359,648 373,645 353,876 362,510 385,412
Deemed Sales g=b 2,267 2,924 3,622 5,348 12,071
Adjustments (B is 100%) \ 13,810 15,063 15,775 15,613 13,319
Total Sales w = f+g+v 375,725 391,632 373,273 383,472 410,802
UFG X=a-w 30,012 26,764 49,462 50,326 57,437
UFG % 7.40% 6.40% 11.70% 11.60% 12.27%
Allowed UFG y=cx5% 20,287 20,920 21,137 21,690 23,412
Disallowed UFG Z=X-Yy 9,725 5,844 28,325 28,636 34,025
Net Benefit/ (Deficit) aa=m-z 3,664 123 501 61 (2,922)

SSGC's Point of view
Actual Retail UFG % bb=e/o 14.55% 13.20% 20.23% 20.23% 21.96%
Proposed B2R Adjustment Vv = (s x bb)+t 14,785 14,586 23,721 23,486 21,792
UFG x = a -(f+g+v) 29,036 27,241 41,515 42,453 48,964
UFG % 7.16% 6.51% 9.82% 9.79% 10.46%
Allowed UFG y=ax5% 20,287 20,920 21,137 21,690 23,412
Disallowed UFG Z=X-Yy 8,750 6,321 20,378 20,763 25,552
Net Benefit/ (Deficit) aa=m-z 4,640 (355) 8,448 7,934 5,551
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Comparison of Impact - Change in UFG Benchmark

| 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16E |
Existing Scenario
Adjustments MMCF 2,031 6,573 6,819 6,876 6,876
UFG MMCF 41,791 35,254 58,417 59,063 63,879
UFG % (after Adj) %age 10.30% 8.43% 13.82% 13.62% 13.64%
Disallowed UFG MMCF 13,389 5,967 28,826 28,697 31,103
AGCV BTU/CF 943 937 999 979 995
WACOG Rs./MMBTU 307 343 345 366 327
UFG Penalty Rs. Million 3,881 1,920 9,944 10,282 10,130
Effective UFG Benchmark %age 7.50% 8.57% 8.61% 8.59% 8.47%
Consultant Scenario : B2R A @ 13.62% (Base Year)
Adjustments (AB2R x B 100%) MMCF 13,810 15,063 15,775 15,613 13,319
UFG MMCF 30,012 26,764 49,462 50,326 57,437
UFG % (after Adj) %age 7.40% 6.40% 11.70% 11.60% 12.27%
Disallowed UFG MMCF 9,725 5,844 28,325 28,636 34,025
UFG Penalty Rs. Million 2,819 1,881 9,771 10,260 11,082
Net Benefit/ (Deficit) Rs. Million 1,062 39 173 22 (952)
Effective UFG Benchmark %age 8.40% 8.60% 8.73% 8.60% 7.84%
Scenario 1: AB2R @ 13.62% (Base Year) + Previous Allowed Adjustments
Adjustments MMCF 15,841 21,636 22,594 22,489 20,195
UFG MMCF 27,981 20,191 42,643 43,450 50,5661
UFG % (after Adj) %age 6.90% 4.83% 10.09% 10.02% 10.80%
Disallowed UFG MMCF 7,694 - 21,506 21,760 27,149
UFG Penalty Rs. Million 2,230 - 7,419 7,797 8,842
Net Benefit/ (Deficit) Rs. Million 1,651 1,920 2,525 2,485 1,288
Effective UFG Benchmark %age 8.90% 10.17% 10.34% 10.18% 9.31%
Scenario 2 : AB2R @ Retail UFG (Said Year) only
Adjustments MMCF 14,785 14,586 23,721 23,486 21,792
UFG MMCF 29,036 27,241 41,615 42,453 48,964
UFG % (after Adj) %age 7.16% 6.51% 9.82% 9.79% 10.46%
Disallowed UFG MMCF 8,750 6,321 20,378 20,763 25,652
UFG Penalty Rs. Million 2,636 2,034 7,030 7,439 8,322
Net Benefit/ (Deficit) Rs. Million 1,345 (114) 2,914 2,843 1,808
Effective UFG Benchmark %age 8.64% 8.49% 10.61% 10.41% 9.65%
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Enveliipes containleg the technical snd fimanzial geopossis shall ¢lesrl mentlon that
mumwfwﬂ_ﬁpwllmnnﬂ by the eampeseni fonsm ondy. ! : T
mmrm the right in i sale discrstion ga BECEMI OF feect any Bid witkoos Isstifying any reasgn
Snmnlwkj'IMsWMIulﬁm(nmda can kg i
el it bl obigined from the DGRA website W, DgrR org. pk
5;‘: mmm’;:gu‘ucring similar essignments fike nacurs| B35 purchaze ¢ sale recanciliation
! Sudies, energy efficiency sudils of prominen ges distribution end transmissian

campanies, with supporting documents is esgential "
Jrl-::::? bid apening dane is falling on o habidiy. the bid will be opened an next working day at
saine dime,

Exvecutive Director (Ges)
Ol & Gas Reguiatory Atithority
Plot Mo 548 Fazl-=-Hayg Road,
Blue Area, Istamahad Pakisran,
Fie 192519044297, Fax;r5i0.51- 9044377
Errull_-sithl@agl“&pk

7 KPMG Taseer Hadi & Co

ve 'KPMG International’), a

EXDression of Iteres

SCOPE OF WORK/TERMS OF REFERENCE

Unaecounted for Natural Gas (UFG) messs, in respect of fimancisl year, the difference
betwoen the tndal volume of metered gas received by Gas Ultiliy Campanies during Lhat
financial year and the volume of natral g mesered as havieg been deliversd by the
li to their 5 ing thers from metered nutural gas wsed for self
censumption by the Gas Lility Companies for the purpases of their repulated stivily;
and such cther quantity as may be allawed by e Autharity for use by the [icensees in the
operdlion amd maintenance of their reguisted activity. UEG is one of the majir
aperaficnal elemems snd berch marking of UFG greatly detsrmines the aperational
efficiency of & transmission and distribedioe company. The caompenies in theic different
petitions have been krguing that following factors condrituse i the UF G-

(i) Lenkages
iL ) Measurement errors
Size and Age of network

(iv.) Law mnd arder situsticon in differen areas

(.} Imcrease in gas price

{¥i.} Increase in gas thedt by consumers and RON-COnNsEmers

(wii) Shift of gas sales from bulk to retail consumers

[viii.} Allwwance far minimum bifling

{ix-p Effect of Power outage on buried stee| pipelines
Considering the imparianee of the issut, OGRA Hiends o carry ot detailed evalustion
in respect of its Hoensess ie. Sul Neethern Gas Fipelines (SNGPL) and Sui Southem Gas
Company (55GC) ca varicus aspects of UFG components and its quantam through a
Comsultant firm of eminence repuss I the feld,

L ORJECTIVES:
To assist Oil and Gias Regulutory Autbority (Beveafier referred the Autharity] for
determining and fixing the UFG benchmark (5} for the pas ulility compamies ie SNGPL

and SEGCL for next five years snd tharealler developmens of o formula to caloulae UFG
on yearly basis koeping in view sll the relevant factoes as wel &5 inltrnationzl best
G

pract

L TASKS;

i Develop rationalized overall benchmak for UFG, in odtural gas sector J
development of' s formula 1o caloulate UFG an yearly basis, incloding fixed and
varishle paramcters, 05 per relevant clauses of OGRA Ordinance and UFG
definition given in NGTR and applicable lgw,

i, The benchmark study musy internatsonal best ices ag well as

BREprOpriate discounts for local opersiing canditions, with specific relierence o

cauntries with similar aperating envircament alomg with details of company’s
E tive countries, Refi an UFG Ber rh

netwark £ oo En resp
prepased by other renowned regulisors should be included along with their

meethedulagy adopred 1o cakeulate UFG disallowancs iFany.
Brief of some of the issues mentioned at Para | shove which ars the
contributing factars raised by the gas companies in the specific socie economic
canditions of Pakistan, is as follows:-

member firms affiliated with KPMG Internationa
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nnexure V1 - OGRARECUES

kPG

a} SHIFT OF BULK SALES TO RETATL SECTOR y
Bulk secior comprises of power, fertilizer, cement, steel mills and other corparate seesor
Industries whereas retil sscior i sale 1o all i consumeTs,

i ldentify the bulk comsumers in both gas companies with their respective
volumes, knline with the intermational practices.

ii.  Toestzhlish & farmisls 1o cafculate the impace of shift of voleme from
bulk io retail secior for caleulation of UFO, inline with the inteseational
praciices also indbeare reference countries.

1) THEFT 2
Twa type of theft exia:

i, Thefl by registered consumens

il.  Theft by non registered consumers
Preseraly DGRA allows thelt volume against registered consumers in the deemed gas
snles upon ifs scknowbedgement, wheneas far non- registered consizmers, companies ane
requined 1o put all out efforts which includes vigilance, ientificstion and removal of teft
paints, calculstion of pilferage wolume and have the same ackrowledped by the courl of
law,

Task
i Imermati best i far of thefl by nom

registered consumers along with proper referencing vis-a-wis coundries
specific conditsans.

il Preparation of methodology lor treatment of theft volumes in the UFG
compuestion as well &5 what ections would be required by the companies
o qualify for such volumes.

w
In view of the deteriorting law and peder im certain areas of the coumiry pas companiss
ane pursuing to allow volumes in this account

i, Suggest appropriate way forwesd for quantification and treatmem of
sech volumes &s par af UFG in line with the best international prectices
with specific references along with Bsgal provisions vis-d-vis local
conditions,

Diefine prevequisites e qualify for law and order volumes.

di MININILIN BILLING
OGRA disaflows the claims of tbe gos ies" agrinst minl billing cn - the
rationale that the same i unmessured &nd is not inline with the UEG definition provided
in MGTR 2002 and arises due 0 petitiantr's own equipment fauh, which is nol justified
and that alfowance for such metering errors has already been given in the allowsble UFG
via-d-vis kcal conditions.
Task
i Whether there i a justification to consider allowance i UFG for valume
agains: minimum billing claimed by the grs companics, giving
references, if ey keeping in view applicable legal provsions.
F A
SHGPL has contested the methododogy of caloulating UFG by OGRA in the lght of the
defitien of UFG given in the NGTR 2002

Tnsk

© 2017 KPMG Taseer Hadi & Co
Cooperative ('"KPMG International), a Swiss entity. All rights reserved

EXDression of Iteres

fled

i, Tosuggest methodology of calcutsting UFG in the light of present

preclice. definiton &s per rufes and intemational practices spplicable.
BTU JIVALENCE ISS IN CASE OF PARTY ESS
As per Thitd Party Access Rules, the transporier of gas ie. the gas companies, shall be
paid for transporistion charges for the comracted capacity @ terms of volume at the entry
point and shall account foe this gas in terms of equivalent energy value st exit point
irespective of volume. Due 1o lower GCV of the commingled g25 in the integrated
fransmission and distribution network of the ga5 companaes, the transporter of gas i.c, the
g3 companies have to deliver excess volume of gasto compensate the encrgy value at
€xit point which contribate 10 the UFG of the companies.

Task
i To devise a mechanizm to steeam line the above anomaly inline with the
best internstional practices vis-d-vis local conditions,
EATM F TH RTY CAS VOLUME FOR CALCULATION OF
IFG
Tas!

i To suggest treatmen of such gas volumes s per standard nieem £ best
international proctices,

v A methedology / mechanism is to be devised for “apping the volumes o be allawed
(if any) as mentioned in Paras (a).{0), {c}. () abave, with & view to create a balance
between consumers and the licensees and 10 maintain reasonable pressure on the
licgnsees 1o put duc efforts 1o-conirol these lasses.

vi.  The beachmark must also cater for anticipated development in natursl gas sector,
which may include incresse in gas input due 10 indigenaus gas discoveries, import
of natural gas through interstate pipelines 'LING, increase / decrease in £3s sakes
volumes; load management, and other such facions &5 per inteenational best
Praclces,

vii.  Develop framewark for incremental improvernent in all areasicomponents of UEG
contro),

+ DELIVERABLES:
i

Present study plsas, highlighting critical mikstones 1o the Authority.
prior to the commencement of the study.

Bl Submit drafl report 1o the Authosity within 30 duys of the
commencement of the assigrenent

i, Submit 2nd drafl aeport on UFG benchmark fixation (o the Aushority
within 60 deys of the com: t of the assignment

v, Submit final report on UFG benchmark fixation to the Authocity by 9i0kh
day of the study period,

vi.. The Consultant Firm sheli be respansible 1o coordinate with the Sui
Companies and other relevane siakehoders, for colleczion of relevant
dula required 10 carry out the said study under intimativn 1o OGRA,

artnership firm registered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG International
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fitl
wii.  Any direction, order, judgment or guldeline issusd by any count of lw
selnting 1o determirasion of UFG shall be binding on:the consultant and
shall be complied with in letter and spirit.
The E‘anmI'umr_ firms shouid compeise of technical parsanmed with a minimum oF 200 yesrs
praclical sxperience relating o UFG ing, g5 m W5, BhS purchase-cabes
reconcilistions snd sirong knowlsdge of the internatioes! sz well 03 the kgl faciors
which have an impact an UFG. Interested Consultars Tirm(s) must provide detailed
resumes of thelr members.
TA

All consiant. firms pedticipating in the tesder may be requirsd o give detailed
presentation which as well covers the Tdloawdng:

v g

il Experience

il Any LIFC benchmark stuiies done for renowaed reguwlators,

W, Praclices sdopled by the other rengwned regulatars

¥ Resume of their expens

i, Any ather relatsd information
? N 1
The sudy shall be completed within 90 divs of the award of caniract. Exténgion may
iven in special circumstances, subject 1o approval by the Authrity.
8 PROPRIETARY RIGHTS:
All dacuments prepared by the consultents) shall becoens and remaln the sole propemy
of the Aulharity. Consultantiz) shall not, during the term of canteact or after expiration,
dlmg any proprielary or ceafidential infarmation relating to the serviees, or fhe
Aisthority's business of aperntions,
3, LOCATION:
Al rebevani correspondence and mueetings will be conversed in the offiee of 0l snd Gas
Repulatory Authority, curmenily lopsted ot Plat Mo, Gd-B, Fazl-e:Hsq Food, Blut Area,
Istamahad
Extcutive Direstor (Gas) and Fxecutive Direstor (Firance & Accounts), OGRA will be
the counter parts who will provide day-io-day cocrdination for the project

d in Pakistan and am

Annexure V:1- OGRA Request for

EXDression of Iteres

TECHNSCAL EVALLATION CRITERIA

i -

Document Classification: KPMG Confidential

i Desoripbion Paints:
|
1.0 Wark Frotocal
. 20 Paints
| L1 & comorehensive sporcach, stratesy or
mathadology along with took sed techniques,
witich ghall be adapted to carmyout UFG study a5
iper TOR's, highlighting criticad path e,
2.0 General Experience of the firm _
2.1 Mo of years in businessy  consultancy I:F,EB
2.2 Areins of expertms{geniral ssperience, not ]
specifie npdrience) v
| 3.0 Spacific and relesant aaparience
3.1 Tatal Wark esperience srd compatenty of a0 Pexinty
| the consulant Frmis) i undertaking jobs
relating ta similar sssignments praferably in 20 Points
developing countries like natural gas purchase [
sale reconciliation, UFG refated studis. energy
efficiency audits of prominent gaz distributian
#nd TraeEmission compamies, with supporting
darumanss,
1.2 Expevience of work with simifar agencies,
&l i sirmilar condisigna. 20 Poinds
4.0 Key stafi to be doployed on the
ul:lnmurtnnpnmmenr basiz 20 Pobnts
4.1 Qualificatian 10 Prinds
4.2 Exprrance 10 Paines.
5.0 Financlal fTechnicad Sarength of the firm 10 Points
and presence n Eslamabad
5.1 Owgantestional  Structure, How  thay & Paints
Fandie assignments/ professional superdsicn
5.2 Prolessional presence in Islh'na.bad s poums
TOTAL:
- 100
NEITE: bin wey for technical pro-guasfiestion thal be 70 points.
Far overall evaluation following welghtagn will be ghven:-
Techrizsl Preposal = 75 % weightage
Finarcisl prapasal = 15 % welghtage
ember firm of the KPMG network of independent member firms affiliated with KPMG Internationa
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Dean mlaced on OGRAS webste (wwaogre.org.pil.
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Annexure V.2 - DGRA Notfications

CPvaes-

iF7) OIL & GAS REGULATORY AUTHORITY
“SAY NO TO CORRUPTION" 2

. g
(J/i;ld,’c'rb.)"r
;

No., OGRA-3{357)/2014
20" February, 2017

Secretary, Energy and Power Department,
Govt of Khyber Painiun Khwa
Civi Secretariat, Peshowar.

Sutyect STAKEHOLDERS AWARENESS SESSION ON UN-ACCOUNTEC
FOR GAS [UFG) LOSS BENCHMARK STUDY.

Daar Siv,

A stakehokllers awareness sassion will be held as par schedule ghvan in
ihe advertisament released in leading Uscu and English newspapers (coples
attached) to seek the comments/ viaws on the 2™ draft of Un-accounted for Gas
Study compied by leading consultants 10 determine the UFG benchmarks for the
next five financial years for both the gas utlity companies.

In this regesd your valusble comments in wriing snd particpaton in the

zassions will B highly appreciated.

Reqards, R
l(,;-,o"i

(Raheléla Mdatafa)

Deputy Registrar

%) {For & an bahsif of the Authorky]

L7
'-:q .\\‘-,v

o A
/\ OGJ/ \ e i
/-/ 2()

@p o

Fer / Aot ¥
PR B L / /S{Qu,m.

£4.8, FRohe R0 Aon, G Anng, (Samasod, Patieion.
Tek #9251/ 9242090-93, Foe: +72-31-5264205
WPeDIRE: W 0D TR ok

il

Lonsu

VB SBSSIONS

© 2017 KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG International

Cooperative ('"KPMG International), a Swiss entity. All rights reserved

Document Classification: KPMG Confidential

94



Annexure V.3 - 0GRA Comments on 2D

OIL & GAS REGULATORY AUTHORITY

No. OGRA-S (379)/2015
315 May, 2017

Mr. Rana Nadeem Akhtar,
Partner Advisory, KPMG Taseer |
Chartered Accountants,

Sheikh Sultan Trust Building NO.2, Beaumont Road,
Karachi.

ndi & Co,

Subject: UFG BENCHMARK STUDY
Dear Sir,

Please refer to KPMG's 2* draft report dated 03-02-2017 on the above subject. In this
regard OGRA forwards the following comments:-

i Since FRE 2015-16 has already been concluded thersfore all relevant tables may be
updated,

ii.  Proposed legal amendments w.rt term “Bulk consume:™ if any may be provided along with
worldwide ireatment of bulk to retail and its effect / correlation with the UFG of the

[ companies over the period starting from 2002-03. Datu obtained from the gas companies
w.r.t bulk to retail is attached which may be analysed and recommendation in the final
report may be provided accordingly.

iii. Value of factor B for first year ie, 2016-17 may be propesed.

iv. Consultant may provide categorical comments on the benchmarks given by tle Authority
for FY 2001112, 20012-13, 2013-14, 2014-15 and 201 5-16 w.r.t applicability of KMIs.

v. Consultant's report states that “Allowance for theft volumes by non-consumer claimed
shall only be allowed in the form of allowable base! fixed rate and no separate allowance as
deemed sales shall be made”. However, this has not been made part in the soft copy of
Itpﬂl'ﬂ.

vi. Treatment of law and order in proposed UFG Benchmiarks vis-a-vis letter of Encrgy &
Power Department, Govemnment of KPE.

vii. Any refererice regarding allowance! recognition given by Power regulator wrt local
operating conditions to Discos.

viii. Separate benchmark for transmission may also be provided,

ix. Intcrmational practices on TBS metering and scgmentation be referred.

% What treatment will be given in case actual UFG of the company is below the determined
benchmark.

2. The aforesaid comments are being forwarded for your perusal / consideration, alongwith
| comments of stakeholders already forwarded, in the Final Report to be submitted within 10 days.

! Yours faithfully,
/xf‘ﬂ.u.—-h
_.---"-_._-_-_-
(Shahzad Igbal)
Executive Director (Gas)
For and an behalfl of the Authoriny
54.8, Farale-Hog Road, Blue Areo, islamobed, Pokisten,

Tl +82-51-9221F15-18, Fou +82-51-0221714
‘ Wvishaite: Wi ogroong. ok
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Annexure V4 - SNGPL Comments on 2" Draft Repo

kPG

& Clausc No. 2(1)g)
(City Gate Station (CGS) means the point where Custody Transfer of ratural gas from matural gas
plpelmc 20 the CGD network takes place and this may alto be referred as City Gas Measuring and

rPr«mme Regulating Station.

Whereas CGD means city or local natural gas distribution network,

b. Clause No. 2(1)i)
Diyreibution Pressure regulating Station or District Regrdating Station (DPRS) mm' @ ylation located

within authorized area of CGD k having isolation, pi g and. 72
Pprotection devices.
; o
From the above two definitions, it is clear that in i ional the facility
s to be installed at Custody Transfer such as m casc ofcny Gate Stations, Sales Me(er Stations and Town
Border Stati k the R led within the Distri are meant for
only, ion caly ie. 1o provide gas to differeat locatities at required p and 15
protection in Distridbution Network
In case of SNGPL, inal point of T iS5 rk, which is the Custody Transfer Point, is termed
25 Snles Meter Shson (SMS) and these SMSs are 100% metered in line with internaional practices,
heteas the inology Town Station (TBS) used by SNGPL is for regulating sumons unuued
within Distribution netwark for supply of regulated gas supply, i, after reducing the £as p 13 7

localities at desired pressurcs. In case of Town Border Station (TBS) of SNGPL there is not Custody
Transfer and bence aot fully mclemd Thc Electronie Volame Correctors (EVCs) installed at selected

TBS$ are meant only for ! ie. for ing the gas.p and D
protection in Distribstion Network.
Thus the Bave mi derstood the inology Town Border Stations (T'BSs) in case of SNGPL
as Custody Transfer Points and rcponcd them as unmetered in the 2* drafl of UFG Study Report, which is
incorrect. The same was ined during d session on UFG benchmark Stedy™
held at Lahore, Islamabad and Peshawar.
This is for your infoneation and further necessary action, please.

Yours Silncerely,

Sui Northem Gas Pipw

for MANAGING DIRECTOR

Engl: As above

Teeshcont Cucn: AN T 08 | recpenen: pras e | pes o u»"m-,_;g;l wesnestearat CORSS .
Bl
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Annexure V4 - SNGPL Comments on 24D
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Annexure V4 - SNGPL Comments on 24D

- D0 22 . = S5 : 5 SR
“Though it will result in huge financial fmpact to be borne by the
consumets, but it will not add) the pritne objective of UFG reducti

ible duc to p P

conditions and cxisting design of distribution nctwork, as for instance, ‘segmentation of
distribution network®. The distribution network of all major citics like Maultan, Faisalabad,
Lahore, Gujranwala, Islamabad, R_:w;!phdi, Peshawar, etc is looped due to operational
reasons i.c. supply & demand gap and these cities cover more than 40% ofM:sl network Ien@t‘x.
1n order to put matters into perspective, it is stated that existing length of distribution nawork is
over 100,000 Km. In cizse SNGPL opts for seg ion of distributi k in dlﬂ'eﬂfnl

itie/regi it Will require laying of larger diameters lines to ensur i d gas suppli

to the consurmers, which will require huge budgetary provisions ‘to be borne by consumers.

M , certain dati are ifonally oot

itarly, lation of cment facility on all TBSs, as rccommended by the
is of sonally not feasible and also contrary to imtermational practices and in this
respect, detailed reply has alrcady been submi od wh above referred lester, foll d by

letter No. RA-UFG-005-17 dated 17-03-2017 (Anacx-2). However, in opder to summ.\nzc this
particular issue, it is again submitted that we have referred international practices according to
which gus iy measured whenever there is Custody Transfer. In International Practices,
following terminologics arc used for terminal points of Tr ion Network, where Custody
Transfer is taking place i.c. City Gate Stations, Town Border Statioas and Salc Meter
Stations. In casc of SNGPL, 1 point of T ission nctwork, which is the Custody
“Transfer Point, is termed as Sales Meter Station (SMS) und these SMSs arc 100% metered
in line with i ional p i h the terminol Town Border Station (TBS) used
by SNGPL is for regulati 3 installed within Distribution ne(\-'ofk‘ l"or supply. of
regulared gas supply, i.c. after reducing the gas pressurc to different Jocalities at desired
pressures, In case of Town Border Station (TBS) of SNGPL there is not Custody Transfer

and heace not fully d. The Ei ic Volume Cor (EVCs) installed at sclected
TBSs are mecant only for operati qui ic. for itoring the gos pr and
overpressure protection in Distribution Network.

As saated above that impl ion of dari of 1) particularly certain
KMIs, have ial implications and most imp ly, ion of those KMIs may not

reduce UFG subsequently and in that case responsibility nceds te be defined, when:as the
Consultants are not ready 10 take ibly of such situati as clearly staicd by them in the
Annex-A, attached with the 2™ draft of UFG Study Report.

% "..No responsibility for any loss sustained 0 ony institution acting or refratning from

action as a result of above views, can be accepred by KPMG ™. .

> We kave not assessed legral and other rizks which might arize JSor the Authority and/or Sui
lesasac = of events and facts described in this report™.

RENO

kPG

Unguote:
emsnarcs fuin JOIARTINE | Temprores span e | rew JRIIRERAS l memangsiesman  CORED @
Temsnancs facn J03 2

P

© 2017 KPMG Taseer Hadi & Co
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S

e, e 4
From the contents of the Anaex-A of 2** Draft of UFG Study Report, it is cvident that the
t.re l.m! [: with any” financial lass to the Company, as a result of iis

The compeny has already raised its concerns about incorrect roporting/interpeetation of certain
facts by Consultant in UFG Study Report in thic 1 Draft but the samc were not
"L ded by the in 2™ Draft of UFG Study Rcport. As i
conclusion drawn by Consuliants with regard 1o company's eﬂf::ts a:ains! Gmﬁo;‘:f::n a:c:
Undergrronnd Network Replacement are contrary to the actual facts and seems #ttempt to
undemmine the efforts of the company. Marcover, reporting of only 73% of total consumer
base ns metered is totally incorrect and rcads to be reviewed as per actual facts. SNGPL
cﬁlegon‘cully states that 100% of the consumers connccted to its network are metered.
Similarly, queting incorrect UFG figures of past § ycars, contrary to OGRA’s Determinations
needs to be clarified. We understand that such i by 1 agsinst tho Ffacts,
may change direction of the report, ‘which needs to be reviewed. It is quitc unfortunste tha;
media have picked up these incorrcct figures, mentioncd by Consultant in 2% Draft of UFG
Study Report and reported them in mational media, which has damaged the corporate image of
the company. Some of the news items are atlached as Annex-3,

yV: m_\dmt:\nd that it is the responsibly of OGRA to protect intevest of all stake holders
nf-ncludusg SNGPL, It is thercfore requested that UFG Study Repeort m;ods to be reviewed in
lmc. with our response/comments given through carlicr letters along with the discussions held
during ‘Stakcholders Awsrcmess Secssions on UFG Benchmark Study® at Lahore,
Islamabad & Peshawar and the comments contained in this letter, X

This is for your information and farther nocessary action, Please.

Yours Sincerdly,
Sui Northem Gias Pipelines Ltd

-~

Yo i
(KASHIF J, D)
Dy. Chief A ant

N (RA)
Encl: 45 above : Jfor MANAGING DIRECTOR

Fotestirnns Mo S 19322 sazavans

SRIZBEIENESE | meerencs corammiingy | pac 193432320003

BWRBE | e G [F]
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| -
A e

o« DRAFT COMMENTS/RESPONSE REGARDING
FT OF “UFG STUDY REPORT” BY Mis KPMG

1 ‘ I EXECUTIVE SUMMARY OF Ma. I 5

i 1.1 The Company has gone through the 2™ draft of the U
| prepared by the consultams Mfs KPMG. While we sincerel
= afler the consultative session held at OGRA Office at Fsla
DURA 0 gas companies (SNGPL and SSGC) to submit

| ranlunafiml ils views on some of the imporiant issues, but still there are cerain issues on
which perception of Consultants is condrary to the ground facts and needs 1o be reviews:d. The

[ Cfllnsurml! should have made comparisons of following while considering UFG benchmarks
of inemstional gas companies:

FG Benchmark Study Report”
ly appreciate that the consultants,
mabad and subsequent advice by
KI5 jointy (o Consultants, have

a. Waerkingiloperating condit dally with respect to supply & demand gap

| | b. Consumer base =

c. Gas Sales Mix

d. Size of network

Law and order situation

Tendency of gas theft both by registered and unregistered consumers

Impact of pawer outages on integrity of distribution network

‘Third party damage to gas network

Impact of increased load curtailment

. Gas Allocation & Management Policy of the Government in pursuance of Sogig-

Ecvnomic agenda of Government of Pakistan efe.

FEop

(e

MNone of above highlighted issues are dominant in case of intemnational gas compenies which
| operale on the basis of commercial viahility whereas for SNGPL such operating conditions
are not available, Furthermare, financial implications of added requiremenisisteps to be taken
‘ by the Company sppear to heve besn ignored in the UFG Smdy Report since it is unable 10

consider the fact that the operating cost per consumer of SNGPL, .which iz currently
congiderably low as compared to compenies operating on commerdial considerations, will
significandly increase.

| 1.2 We appreciane thar the consub have ackn ledped the issve of losses Im law affected

areas and has recommended relicf to SNGPL, but its linking with performance against KMIs
| is unjustified. As losses in law affected srea periain 1o only specific areas of Peshawar
| Dristribution Region, whereas execution of KMis is to be carried out throughout the company
| on entire distribution nevaork and consumes base. Hence company strongly opposes the

capping of allewance against losses in law affocted through linking it with Beta { B ) facter, os
‘ company is handicapped on the issue and has already token up matier with all the availsble

forums, including the Federal Government, OGRA, Provincial Government =nd Local
Administration of these areas. Henee, 100% relicf should be allowed against losses in law
affected of KPK Province in respestive year.

| 1.3  HBoth SNGPL and SSGC have submitied KMIs to Consultants and OGRA, afier mumal
discussion and agreement, Although the Consultonts have changed the EMIs 1o some extent
‘ in the 2™ draft of UFG Study Report, but still some KMIls incompormted in the report have

Page 1 of 35
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I l “ (‘u-;f;

been included without consideration of their technical, financial and logistical hurdles which
| will have 10 be faced by the SNGPL and the consurners at large duc 1o price increase. Somme
e of the activities have been included in the KMIs without giving reference to any applicable
EY Standard/Code or intemational proctice, broadly being followed. Although the consaltans
| on Page No 71 have stated that heta ¢ B ) Factor will be based on mutually agreed KMIs but
| certain KMIs bave been included which have pot been proposed by SNGPL and S5GC
jointly. While on the other hand, the Consultants are ot ready te consider the financial
| implications of the soms of the KMIs, and they are trying to fles from the ownership of their
recommendations by simply including an Anees A at the end of the report, As for nstance,

installation of measurement facility at TBSs and network sepmentation ane such examples.

a) Measurement at TBSs: TBSs'DRSs in case of gas supply system are only for pressure
regulation and not for measurement of gas, S0 installation of medsurement facility at THSs
needs lo reviewed keeping in view technical constraints and its financial implications, as ils
cost will have to be bome by the consumers. ! =

tati s brfbuy g fetwork: The distibution network of all major citics like
Multan, Faisalabad, Labore, Gujranwala, [stamabad, Rawalpindi and Peshawar is
1 loaped due 10 operational reasons fe. supply ond desand gop and these cities cover more
| thany 40% of total network base. In order to put matters into perspective, it is stased thas
H existing lengh of distnbution network is over 100,000 Km, In case SNGPL opts for
| segmentation of distribution network in different eities/regions, it will require laying of
| larger diameters lines to snsure unintérmupted gas suppliss o the consumess, which will
| requirs buge budgetary provisions o be bome by consumers,

b)

| - Moreoves, weightage allocated 1o cortaim KM is contrany to the joint submission of SRERL..

| =+ and SRGC. Exesstion of activities defined in the FMls will requile specilis budgeerny

| provisions on annual basis, along with additional provisions in MR benchmark, leading 1o a

| consequential rise in tariff, which will have to be bome by the gas corsumers, The Report

| presumss that execution of centain KMIs in next five years will permanemly bring down UFG

| 10 5 %, whereas, in reality, the execution of different UFG contral activities is a confinuous

| ongoing activity which has te be carmied out regulasly imespective of any specified time
period. .

| We suggest and request that prier to finalization of KMIs, the Autbority may bold a
joint session ONLY with gas companies to evaluate the pros and corns of including
undesired KMIs. Moreover, KMIs be finalized on asnusl basis by OGRA in
consultation with SMGPL.

I 1.4 Execution of EMls will require specific provisions in HR benchmark and budget. It is
| pertinent to mention here that the work load has increased significantly which is cvident from
the comparizson given below:

| Period Length of Metwork per Employee Mumber of Consumers per
i {Km/employes) L Loy ee
i FY 2001.02 5.2 T w2
FY 201516 11.23 S6T
| |_“eapgeincrease | 116% L0ESS
Page 2 af 35
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tF Rate , By
allowsace againse v !

mpact of Bujj-g,
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reiterates the mead 2 & e rolevant UIFG I
make the UFG bmé‘:ﬂ:;ismﬂs the relevant UFG umﬁ;'??MB:;;J::mfamm. x
e Annuaiiy-

h
reasanable and realistic © Company

by OGRA
The conzultanis =
an Page 1,
review ds "-“‘"-’fﬂﬁom::m.;g?,r;g the report have fecommended thge -
Srameweork 1o el ensure. o 5 alloweances by FRE 1 fings el A “the ar Tty nay
Rrpriate reflel s granied 10 Svi Companr 00 UFG contval
€5 Thes Authority §
| L ¥ is
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RENO

fabt

requested te kindly advise the mechanismiformuls through which OGRA intends 1o
implement this recommendation of Consultants from FY 2012-13 w Fy 2015-16 as no KMIs
wers introduced during these years,

It is imperative to mention here that through the Consultants have reached some of the
conclusions in line with their understanding of the issue, they have also included
“Annex-A" at the end of the report “Notice to the Reader™ given ar Page Moo §6 of the
report. Seeme of the imponznt points are summarized below:

rante:
= L Na responsthilite for any loss sustained e sy devtinvion acting or
& refraining from actfon as a residt of above wews, oo be accepred by KPMG™
*  there is me'direct comparalilite af sd companies with any otfier company doe

tar size and pnbundiing of company aprerations, ...,

O work kos not takes inte consideration any we fegal. Ohil o erimingl faw
imglicaiion TSI JSrom the assessmens corvied owt and repocted inohis
dasiiments

*  Limifations evist regarding aveilebifie of demographical information for e
eomparable corninies ard UFG refloted information reflating 1o Pakistar and
comparable connrtries wivich Lrrer alia nclide Yo ¥ Dicrease in gas pipelines, per
capira conswmption, istorieal frends of par consumer, change i neswork from
errbamized fo ruval metveork. g

s e have not arsessed fegal aned ather rivks wiicl aighs arise for the dutharine

ooy Sni comparies &5 & copsogmomooaf cvonts and fac deseribed inds———

repart

Unquote:

From the above, following are our reservations:

. The Consuliants are not concernsd with any francial loss 10 the Company, a5 a resull
of its recommendations, As for instance, inclusion of cerain KMIs not proposed’
agreed by SMGPL, may have sericus financial implications and in thot case who will
be responsthle?

2. Comparison of SNPGL with any other gas company cannot be made due 1o dissimilar
operating conditions and UFG contribwting factors.

3. Consultants have not carried out any study with regard o typical UFG contributing
factors existent in Pakistan,

Fage S of 35
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fe74
redh % Fars

>
2.5 CONCLUSION TO THE S ONAL A SSMENT Categong Canes Volume Anmlu_:!
= = {Ma) (MIMICF) - {Rs. Ml
: z.51 STHEFT ’ : Indusiy 526 13336 7548
. - Commercial &
’ The Report lists the following as significant impediments with negard 1o gas theli Spl. Domestic 22,142 4,469 3,087 |
i . Domestic [ 107,141 4,016 1,548 |
= = Coctinuous growth of the gas distribution netwoark Tuoial | 129 800 | 11,641 | 12,583 |
s insufficient and delayed legislative support for recovery of detected cases . ) - =
= inadequate moniloring and maintenance efforts of s companies - i 111? above data shows that company i already making bm_pmgibag ciforts on i1s pan
» expectation of free gas supply in gas producing areas which has created deterrence against gas theft, so the conclusion arrived at in the Repor
= i regarding “imadegueate monitoring™ with regard o pas theft is contrary to the facts, The

Hawewver, the Following important faciors have besn ignorediconsidered insignificant hy the dewnward trend of UFG losses is also sufficient 1o speak itself i

Repori, which are reiterated by the Company since the same ars bf}l:lnd_l'is conrol: e . _— &
i i i nfai i at
R '“rg‘“ zﬁ;mx:::mﬁﬂ t:r::: :s: J:rlalT:;:Ii)' The Report concludes that calculations of gas thefi volume pertsining fo nom s
» Shonage of gas 5 OISR . _ are based on Yudgments and hypotkeses ', which s incorrect, The Comgany had apprised
: : i ; ar ]
+ DMontorium on new gas connections of indusirial and concuuema:_l cal?fry:;:::hy:ec the Consultants that theft charges apainst Mon Consumers are =siablished in line with
2011 and provision of limited number of domestic gas connections L OGRAs *Procedure for Dealing with Theft of Gas Cases’ and such a conclusion

withowt tharough study of calculation mechanism is mersly 8 ststement. Voldmes pilfered
by non-consumers are not out of the blue and are <calculated wsing a scientific basis in
#ccordence with OGRA procedures,

rumber of applications pending for new gas connections.

e Th v H

The Report makes imational compansons of a number of deiected gas theft cases with the The Report on Page No. 63 thereaf notes that “...oming fa factars listed abeve shd other

tatal consumer bnss and has worked out an incorrect figure 10 show that the Company has complexitiex in rewail supply af gas. armument for nom contrallability nf thefi bu
detected pag thefi cases, which are only 1% of wial consumer bases 'I'.Jfa'mr}:__ z Company carries weight and needs o be addressed" Trespite the above -n:rerntamilu.g

- - . ¥ ¥ : 7 - T

—Tmhf ‘.I:'Imd il m;nwlumn m:LrSNGIPL 8 a;mgﬁ?:::a:m gc undermined and of Consultants, the conciusions m:.:r.ud in the Report on the lssue of gas theft by
illogical. We understand the e o & Won-CORSUMETS Are contrary to d facts and against the provisions of OGRA
Ordinance and applicable baws and need to be reviewed, Allowances have to be made

gauged by such an irrational comparison, as the Campany is execining its UFG Reduction
Flan, duly approved by OGRA and wigilance of industrial, commercial and damestic ok 1a e ko 10 s Teara: g Allowances hive fo & =made

SONsumErs arc its most important components. The following are targets defined i the Contrel & Recovery) Act, 2016 may aot adequately address the isses of recoveries from
3 years, UFG Reduction plan: non comsumers alsa, T

Activity Target
Vigilance of soch Industrial consumer on monthly 252 LAW AND ORDER AFFECTED AREAS:

Industrial CMS inspection Bagis
Vigilance of each Commercial consumer on We would like to once again summarize and reiterates our contentbons on this issge below:

Commerncial CMS inspection quarterly basis
Dromestic CMS inspection 1.5 million Demestic consumers

* The KPK Provincial Government was requested fo advise law enforcement agencies
for providing necessary support 1o take action against illegal usnge of gas, due o
prevailing law & order situation in these areas, The Provincial Government has shown’

As a result of heetic effons by the Company and suppernt provided by law en!:urcem_ent prevailing
apgencies and FIA, it has been able to delect o large member of gas thefi cases mx.rnlvmg its inability to take sction ngainst the gas pilfierers, The Chief Minister of KPE himself
substaniial gas thedt volume despite facing serious issues ag site, only some of which are has written to the Authority stating "“Prosircial Govermuent s in agreement that the
limited to brutal rorure and menhandling of our ficld sl at site by gas pilferers, gas fosves in oif & gas preducing areas of KPK are not due to inefficiency of SNGPL
Summary perfaining to achievemens agsinst UFG Reduction Plan era i.e. February, 2013 but due to prevailing worst faw and order sitnstion ot s kit
to June, 2016 is given in table below: ﬂmﬂﬂfcﬂ'nswn Hhreugh aderinisrative af  Prowincial G, =)
|
= P 10 of 35
Page 9 of 35 age
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= The Economic Coordination Committee of the Cabinet., while considering socia-

=

(O3S

*  Loeal people are interfering with opertions of the campany and this interferzoce has

inerzased to such an extent that now, with political support, they increase the delivery
presures of SMSs at their own, These events have been reported in print media and its
evidences were provided. Similar issues are being faced by 0il and Gas, Exploration and
Freduction (E&P} Company Mis MOL, Pakistan working in these arens, wherehy its
production was suspended due 1o prilests by locals. Instances have also been reporied
by Mys MOL., Pakistan in which the lecals arempred 1o sabotage/pilfer their *gathering
system’ in TAL, block aren. So this particular factor is beyond the company's contral.
Relivant supporting svidences were provided 1o the consultants. Tt is evident thar the
Haue is beyond Company's contral and on this basis te Company has claimed 100%
allowance against losses in these areas from QGRA lor UFG calculation.

economic conditions and complexity of the UFG issue, has given policy guidelines to -
Awthority on this very factor also. The OGRA while giving Determination of Final
Revenue Requirement of SNGFL pertaining to FY 2012-13, FY 2013-14, FY 20014-15
& FY 2015-16 has only partially implemented the sbove stated decision of ECC of

Cabinet and has:

@ allowed only 75% of actual losses in these aress and

% for the remaining volume it has decided that the Federal Gevernment should
armange funding from its own resources or foom Rayalty of concerned Province
and afl such amounts in future to meet the shortfall

* ThebMinistry of Petroleum and Natural Resonrces hos informed the Authority that po
such mechanism nor subsidy head is available with the Federal Government i claims
made by SNGPL in respect of Law and Order affected arsas. The Authority has
therefore been requesied by the Ministry of Petroleum and Nataural Rescurees Lo
consider the request of SNGPL regarding claim of remaining gas volume with rEspect 1o
Law and Order affectel areas in pursuance of ECC decision, Moreover, the Federal
Cabinet during its. meeting held on 06-09-2016 has ratified the decizions taken by
Economic Coordination Committes of Cablnet dusing the period Year 2013 to 2016
wiich also includes the decision taken in Year 2014 regarding UFG contributing factors
bevond the Company's control. In this regard, Press Release Mo, 66 is available on
website of Press Information Department (I,

The isswe of measured loss in law and erder affected areas of KPK Provimee needs
review as maintenance of law and order is a provincial subject, in line with the 18"
amendment to the Constitation whereas re dations' Tuesd of the Report
on this particular issue are contrary to the provisions of the constitution. Therefore,
the Provinces would be the appropriate authority (o declare an arca as law and erder
affected and in this particular case, the Chiel Minister of KPK himsell has written to
the Authority which has been ratified by the ECC as well as the Federal Cabinct.

The Repert assumes that other ulilities are not facing similar losses in law affected sreas.
Such an assumption should perhaps have been made afler a tharough

comparative stedy and
analysis between the losses faced by the company and other wtilities operafing in these
areas, As for instance, i we consider losscs, being faced PESCO in these areas, they are also

on higher side, as given in table below:

Page 11 of 35

- 0%l

Dezeripeion

Losses of FESCO ]
Feeder®
4%
0%
New Ghorinala 93, 55,
i 57.7%

'l‘hn:fhre. in view of the abave cxplained complexity of situation and umeontralability
-“tnh:“d with It, maximum protection needs to be given te the Company by the
Authority since it is mandated under the law o protect the interests of the ficensee as

well,
'

app that the
u_w issue ql’lu!:u in baw -ffe_:lod areas and hos recommended relief 10 SMGPL, bat fs

allowance against the losses in Jaw alTected arcas, just fo curiail itz i

Company, ks pot justified. As losses in law a!’l‘ucln:;,ajrea periain 1o mlyds&?:%“;'
Peshawar l‘.hsmhuqn Region, wheress exccution of KMIs is to be carried out throwghoud
the company an =tire distribution network and consumer base. Henes company strongly
opposes the capping of allowance against losses in law affected throwgh linking it with { f)
l&ﬂ_nr. as company is handicapped on the issue and has already taken up matter with all the
available forems, irchuding the Federal Government, OGRA, Provincial Governmeni

and Local Admisistration of these areas. Hence, 100% relief should be allowed against

losses in law affected of KPK Province.

253 MINIMUM BILLING:

The conclusion arrived at by the Report in this regard is incorrect. The 40 M per month gas
usage by single domestic user is not based on any assumption, but in fact is baced upon
mt.a-t.‘h cm-lmd @ut UET, Lahore, through which it js concluded that the most houscholds
which are billed the minimum arc using at least 40M° regardless of the actal wolume
registered by domestic meters. It is pertinent to mentjon Bere that the issue of minimum
bull!.ng ariszs due to un-favourable Operating parameters, i.c., operation of network below its
dcrﬂgn pressure due to supply and demand gap, sesultanily she carbon dust'condensate and
debris pressnd in pipeline travel into the meoter Body. This tncreases rate of wear and tear of
meter intemal parts, affecting its measurement accuracy. Even if the Company replaces all
domesatic MELers in one year (without prejudice 1o the prohibitive cost associated there with)
the nlew]y installed meters will have similar issues due to prevailing huge gap bem‘ae::;
;ﬂn};na:&:c;;n:; The working pertaining 10 minimum billed cases of FY' 2014-15 is

Fape 12 of 35

Document Classification: KPMG Confidential

105



Annexure V4 - SNGPL Comments on 24D

1OF+ -

»
] ) i) [ 1] I E F-Lq1zm) [FETES O
B Tatal Average Monthly Average .
’ Monthly | Total Cases Ataar Consumption per | Daily msage, | oo
= Consumption | during the pripdonmiam ORI T I:Is!wl an E:ﬂm:iﬂu
l FY 201415 rage Pk
| Copemm plion (M} i Consumption
| (Noxh e el
1,589,975 - T E: ; =
5 BE0E0Z 656,537 | 0.11202 | 39530 1| 1.687,784 |
4,771,921 1210783 | 0.25373 | 80535 2.49 692.9 5
5,202,377 1,838.917 035228 | 1,797.33 346 242,034
e | 15838, 100 3,706,236 023485 #2501 .39 EA3IT, B4
I == : ; 5327
’ MMCF

A3 for mstance, if we consider monthly ption bracket of .01 Hm' to 0.20 Hav', it
tranclates dnte ONLY 1.1 hours daily ssage by domestic consumers, which is practically
| not possible. In Bangladesh, a model of appliance IJts:ed billing for dom&iluc cnmma—s_‘,
- 87 M’ is used which it consumption of 2 domestic bumers and far single burnee, i
works out 43 M* which comm with the mini billing volume of 40 M* in case

of SNGPL).

l Moreover, the bona fides of the Company in 1his matter can be gauged from the fact that ﬁher
Company is not claiming any allowance against minimum billed volume on account o
those consumers which have a ‘zéro consumption’ neadn_:g, Therefore, the Company
requests that this issue needs to be revisited in 15 ree pesspective.

2.5.4 KAGES:
owork and bow Cathodic
The Report concludes that gl af un.de_:[;rqund nel
protection level reflect weakness of the Company, which is tree only 1o the extent ﬂn?t Tow
Cathodic protection level i causing deterioration of underground network, BUT swing 1o
repeated power outages, which is certainly not in control of the company.

rds the replacement of underground network, the Report has nnlt referred ta
:J:vrrf:arnlﬂmnll::m:tbbe CodefStandard applicable to distribution piping ltt!mcrl:;
which recommends replacement of metwork ONLY on the In.:is of its aging an
without its fevaluati The C y has adop a highly scientific
approach in this respect as explained in detail in Para ’."\h. 3.I2_ nl'r.'hlg document, Thi;
shows that there is a need to thoroughly explore this particular issuwe In view o
‘ international practices.
|

2.55 MEASURE]

i et Errors’ is misdirecred
The Report's approach towards this very factor | e. ‘Measurement :
and has been confused/perceived as metering on TBSerR.Ss. The mn:lusm that
following will address the *Measurenient Errors’ in the system is far from the reality:

= PNMetering at THESs

| Segmentation of network
I - = Page 13 0f 35

REDO

Whereas the company’s as well as the Anthority's intentions with regard to “Measurement
Errors’ was with reference 1o various issues Tefated to measurement faults azeociated with
already INSTALLED meters. These defects/faults arise due to mechanical moving pans of
meters which are fartber aggravated due 1o following isswes:

a ra Paramet,

Due w considerable docrease in a2z supplies from indigenous sources, the Compeny’s
distribution network is experiencing a huge gap between supply and demand of natural EA%,
which is resulting in continuous low pressure in the distribution network. This facior is
bevond Company's control. -

Reduction in“operating pressures of network coused due to buge Demand Supply gap,
increases the velocity of gas, resultantly the carbon dusticondensate and debris present in
pipeline travel in to the meter bely. This increases rate of wear and tear of meter intemnal
parts, alfecting its measuremens, Study conducted by the campany was alse fiernished o
the consultants and it was found that 37.001% of rotal cheched mieters were Sfound
recording on minus side beyond permissible limit (Le, -2%} end the average extent of
minus recording is T.4%.

b. Ii ETN Do [ 2

The quality of locally manufactured domestic meters is another factor affecting the

measurement ncciracy in domestic sector, The Company as per instructions of the Ministry
and Notural Resouroes—-de—lorer Mg DPGOMNG)-1 225908 T ames———

D4-04-1982 (capy already provided 1o the consultants) was

manufactured meters from its sister concern Mis SSGC, The company raised concems on

quality snd performance of meters supplied by Mis SS5GC due to which the bar was

withdrawn by the Ministry. of Petroleum and Wareral Resources vide letter Mo, MGII)-

15(2TW12.GC dated2-03-2013 {copy already provided to the consultant} and the Company

was allowed to procure domestic meters from international market through International

Competitive Bidding process, However, even If the Company replaces all meters, the newly

metalizd meters are alsa prone o similar defects due 1o continuous low pressure problems

mentioned above

The Report has not given any conclusion regarding the above highlighted issves and has
tried to divest it to o new dimension fe. measurement =t TBSs and segmentation, therefore,
there is 8 need to review the effiect of “Measurement Erver™ on UFG,

256 BULKBETAIL:

Although the Bepon acknowledges the particular reasons due o which the Company is
claiming allowance against this very [actor, however, the stance that the Company his not
made cfforts for corrective measures is simply not true. It is reiterated that shift of gas from
Bulk to Retail is beyond Company’s control, The Company has put in best possible efforis
o corb the menace of gas thefl, keeping in view the specific operating conditions,
budgetary provisions and HR benchmark allewed by ©GRA on an annual basis,

The resulis achieved by the Company a5 a result of executing its UFG Redoetion Plan
-thuly-approved by OGRA against core UFG contributing Mmctors i.e. leakages, gas theft
and measurement errors are on record and need due recognition in the Repart as well
as by the Authority. Moreover, due yolief against this fctor has boen linked up with

Page 14 of 35
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= UFG in Distribution of Meswork (which is difference of gas received in Disiribution - i ilile .Slntulinm- Megwork Augmentation: The isolation Ufn:twun:k dorwmstream
- System through SMSs and passed-1o Individual Consumers through CMSs) * of TBS's is only possible through an extensive augmentation of SMGPL's network
) . by laying larger diameter lines, which invelves a huge finance/capital budget and
Further, the UFG of distribution network is a composite of UFG in different distribation : will require detailed surveys and can only be undertaken once the démand and
regicns which is also prepared on a moathly basis. In addition to the abave, the Company supply gap of natural gas in the country improves.
ﬂl!_:dpm “SMS Wise Gus Reconcilintion™ throngh which UFG of regions is further 5 S
subdivided at SMS level and such reports are available on a monthly basis as well, UFG «:Space Cansiaiu:: . - .
control activities are carried out accordingly at SMS level All above highlighted instances ; | i.  Existing Design of TESs: MT:SG'- Sirce a Trssur_emebnsoﬁulﬂy e not part of the ilﬂles-_sn u?
indicate that Company”s system is preci EEUT i imts, THS/DRSs in line with intemational practice. However, if we sonsider installaiion ¢
¥ aystem s sly:moe i measurement facility for the time being, additional significant space will be requirsd
The concept of metering at TESDRSs envisaged by the Report points to a paraliel lo execute the recommendations of consuliznts. The network in major cities is
setup te the existing arrangements, which is not feasible. There are cermain technical :r'?w .';; &T‘T‘"y Mul?ﬁ:“d‘:@"g’“d e o) ﬂ'.‘ﬁ_ wn:lldquu:m suppert from
issucs which stem from the fact (hal the primary purpose of ‘TBSDRSs installed by Tl e i B i LG et o R
SMGPL is pressure regulation to reduce gas presfures to desired level, as per operational o —_&C,JMMLM At 3 ponsiderable mumber o
requirements of a patticular localityarca, Company has insthlled EVCs on selected locations, TBSs/DRSs have boen installed at comers of gongesied road/streets and
: i 1 5 £ ikl 1 i
TBS=IESS to ges data of pressure and flow and 16 supervise the performance of feld staft E:;LF;“;U;]:EJE 'ms;mnngl will rcqui.;[: xquisi;i::dul?u:id%i;n:ar:;:?;‘::l
remotely with ] itord , H
P ely with regard o effective load management and monitoring of system parameters concemed outside agencies,
iii. Land Acgubsition: The land scquisition is an extremely cumbersome task in settled
Presently, more than 4,200 TBSs/DRSs exist on the distribution neework of SNGPL with areas. wdl. ight Take yoabs. 1L shoobd also be noted  thek eedifications s, soch
different sizes depending upon load requi Az a the following loeations may _Lﬁld 10 third pary dama.g@_'z and may result in leakage I.oss at high g
technical constraints exist in installation of measurermnent meters 2t ALL the TESs/DRSs: pressurs, CAUSIng ""e_‘“ to human life and properly. Even, otherwise, at cirtaim
locstions, space is available only 1o the extent that the Company has o othes option
& Interpptional Practices: but 1o sdopt “Pell Mounted Design®™. The design was opied at cerain locations only
As explained above, in intemmational preclices. gas is measured wherever there iscustadc due to the reason of mon availability of sppropriste space.” i 2
transfer. In case of L mis ol THS:. Howewer, all the o .
following Custody il::;ﬂ,',";m%g bode Tomnifor of penspi A TOSE H ke Al present, approximately more than 2,200 Nos. TBSSDRSs have eritical fssues related 1o
i additional space acquisition and non availsbility of additional space ot site.
= dizs Sources P 5 X
= Sales Meter Stations (SMS) : - Experience o Fap:

» Consumer Meter Stations (CMS) | L

b. Loopiog of Distribution Network: : |

i. Under-sizing of Network: Distribution network was designed on single feed basis
and cver the years, the consumer density on the network has increased due to
induced developmental works on directives of Government of Pakistan which has
resulted in wnder-sizing of SNGPL's network. To overcome the issue, network at
downstrenm of TBSs has been looped to mest presssre and flow for differcnt
segmenisfareas. i
i, Supply and Demand Gap: The increasing gap betwesn démand and supply of gas

has further aggravaled the situation and despite Jooping, the Company is unable to

Damaging of Installed Meters: 15 also appears that the experisnee of the Company
=0 far in this regasd has not been considered by the Report. Although the Company
has equipped some of its THS$DRSs with meters where such egquipment was
practizable, yet desined results could not be achieved. This is so because “Turbine
Type" meicrs arc suitable for messurement at TBSs but such meters are unable o
accurately measure al the low opersting pressures faced by SNGPL duc to the
demand and supply gap. Therefore, the company opied to install *Rotary Type'
meters, Experiences have revealed that frequency of meter damage in these types of
meters is very high due to petwork operation at low pressures and issuc af
dehrisfcondensate which increase rate of wear and tear.

Bypass Operation: During peak hours, the TBSs are operated in ‘bypass’ mode due
1o supply & demand gap, during which gas remains unmetered.

provide gas to all its consumers 2t desired pressures. De-looping of these TESs will e, Aundit Obscrvations

further aggravate the low pressure problems in oreas and lead to a situation where
consumers and the general public will, in all likelihood, be further deprived of
natursl ‘gas during winter months, All major cities such ns Multan, Faisalnbad,
Lahore, Islamabad, Rawalpindl, and Peshawar have looped netwers which
covers more than 4% of the consumer base.
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The instailation of measurement facility af TESs will invite the Audit Dbser\r_a‘u'm by
Commercial Auditors, as it invobves huge financial impact and the Company will not be
sble 1o achieve inended benefits due to impediments explained above.
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aystem so a% to ensure uninterrupted gas supplies to consumers and its cost will have to
be boree by consumers, - 4

13 CYLINDE 5

in pri i X . der Model® for provisen of
an neiple agress with the recommended *Cylin 1
E:E‘:::Tn d:‘r;:eg-i': u;‘ers, however, oaly the Government of Palkistan and OGRA can
:uak: policy decisiona in this respect.

34 KEY MONITORING INDICATORS:

rt has specified KMIs for a pericsd of 5 years only and that o 1_a:|1l| the intenit 10
uﬂvtt?r:::ct of BTIk—Re:iII ratio and losses in law affected alreas_. This ia :D;::;':ub:ntj;
facts. As the Company understands, execution of UFG cmum_ IC:I[\'J:‘I';G [vll:dmm s
ongaing astivity. The Company 55 already swussfflll_v executing Iednet mnm.
mﬂn;gappmvtd by the Regulstory Authorty. This plan 1n.clu¢l:]:];:[—::|n““ b oaat
ackivities, envisaged im view of key UFG contributing Feciors. Thec Il; e
expirtense I (s particatur Held, shunkd be mithorized fa slect the UPG oomeral
i:ﬁ:::;c:nh;:!l’l::;;ﬁ:redrin the KMIs aloag with appropriate weightage. Detatled
response on KMIs is given in Para Mo. 4.2 of this document

3.5 REGIONAL UFG MANAGEMENT:

I in Time
i i Regionnl Managers ase in line
f the Reponrt for assigning rasgels fo 0
'_' T?;'LT‘CE s'jrslennfn:ll.:;n:!: in place, wherchy Regional “e'.m.‘_m assigned annual Sargets tor
‘EFG Reduction by |:a,r|:)ring out different UFG control activities,

3.6 TWOYEARLY METER INSPECTION:

i i installed on SNGPL®s network for
hi mmended inspection of all meters ins 3 e
i':::l';:l;m‘;tf ;:sr?:ﬂ and tampering ete. SNGPL has u.hjen.dy adopted a highly techni
approach in this repard, which includes the following steps:

i i Meter Stations
»  Physical checking of Consumer . .
= [dentification of suspested lampered meters' measurement SImor coses.

i ion of violation cases . .
L ::“[I ﬁca::a"a; of remioved meters in Metering Workshop to ¢Mﬁr‘m warking of meters i
* Ei::_wwpi"uc: OGRA 'Procedure for Dealing with 1:he[‘t of Gas C;“sgmm et
* Charging 10 the consumers on acsount of gas pilferage or under e e

ieri i inst LIFCG
Far the purposs of checking, the following criteris are being followed agal
Reduction Flan:

e Indusirial meters = once every month L i
xi
= Conunercial meters = once on quarterly
e Daomesiic meters = 15% of the total consumers annually
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tor the mensce of UFG, whereas altematives
alrcady exist. The basic ohjcetive of measurcment ot THSs DS is identification of
losses. A mechanism is alréady in place for measurcment of losses through ‘Snds
wize Cas Reconcllintion Reports®, For (he purpose of identification of lossee, the
company after carmying out hectic cxercise over past 2-3 vears has emapped all
. consumers with respective Sales Meter Stations (SMSs) All 390 SMSe of SNGRL
. are aocurately metered and the UFG losses are caloulated ai cach SMS on & monthly
!:aualls By comparing the gas passed through respective SMS wilh gas consumption of
individual consume s,
nefits hieved from Awvailabie ernatives; Theough this exercise, abmormal
behaviours are d i iom trend of ¢ gas thelt as wall as
h:gha::s. Morcover, analysis of eonsuenplion of industrial and commercial & rone
wise consumption snalysis of domestic consumers at different $MSs helps o
idemify abnormal behaviours

The Company is therefore of the firm opinion that *SMS Wise Gas Reconciliaton
Reports® are am effective tool already being wsed by

have shown visible reduction during past 1-2

available tood, it will not be advisable to experiment and shift the focus altogether to o
new dimension, just on the basis of this Report, which will halt the ongoing efforts of the
Company. r

Moreover, SNGPL will strongly resist any recommendation against the code/standard
or international practice, not being broadiy followed.

32 N ie) SEGMENTA In i

The concept of netaark Scgrmentation is good suggestion, but it is nor warkable in the case
of SNGPL due to following practical constraines:

A st New k igm:
Detzsiled comments with regard to existing network design and looping have alrendy been
given in para MNo. 3,1.h.

b Supply and Demand Gap:
Network segmentation iz not practicable ll such time supply amd demand siteation is
balanced as explained in para No. 3.1.b

-8 [i4] H

As already explained, the isclation of netwaork downstresm of TES's is only possible
through an extensive augmentation of network by laying larger diameter fincs, which
involves a huge financc/capital bodper and will require detailed surveys and can only be
undertaken ance the demand and supply gas of natural Bas improves,

So network segmentation in the present circumstance is not possible, as it will reg uire
laying of larger diameters line, which will be Lile redesigning of existing distribution
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in Meteri :
i Metering Workshops, The Report has presumed that inspection activity will not ke

required beyand twa years, whereas it is in fact an ongoing COMTNLUOLS activity.

L IC, AV AN

T

) : ' 5
T::e :Pur:.mny is cognizant or!hz fact of using latest available techaclogies to keep itself m
P i mew developments in the namral £as industry. The following measures ha
already been adopted in this regard: *

= [Insmliati i ‘
e |'U: of Class-900 meters with EVC for detection nI: a5 theft by commencial

®  Usge of Electronic Volume Correctors (EVIC), with imp'ruved anti theft fearurss

particularly with regard 1o detection of influsnce of external magmetic force

= GCPRS based remote monitering system for industrial connections for detectjon of

'(liaa Thelﬂ‘. ‘Measurernent Emor® and *Load Management Violation' cases.
- Ul’lfﬂl F‘fmﬂcﬂ for *Cyber Locks® has bees initiated
- 5 of G-6 meters for high consumpt i i
ekl zh plicn domestic comnections 1o ensure measirement
= Lize of G4 domestic meters, having anti reverse features
- ::I M:terhl Loeator {AML) to detect underground illegal tapping of distribution

7T = Luser based ‘Leak Detectors® to identify underground leskages points

= ‘Hi Flow Sampler’ for detection of leakage fow rates
®  “Vehicle Mounted® gas leak decectons

38 COST OFSERVICE STUDY

OGRA being the siatary body can comment the prici i i
5 g Pt v on pricing mechanism for different

M R AND R

The finding of the Report that the Company Ris a reactive approach, instead of a proactive

approsch, for gas theft control is not based on detajled stedy of existing practices of

SMGPL. The Company aleeady bas vigilance programs in plice, as explaised in para Mo.
3.6 for monitoring, detection asnd control of gas thefl and, 25 2 result of vigilance activities,
the Company has been able to detect and establish gas theft volumes in line with OGRA
Procedure for Dealing with Theft of Gas Cases” during Feb, 13 to June, 16,

Cases Volume
Mo MMCF)
236 12,236

Category

f 22,143 | 4,469
i | 167141 |  a936
— L Total | _1zome | sisa1 |

|
The company has already put in place a comprehensive leakage management plan, which

ed in Pakistan and a
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As regards the recommendation of independent verification of gas theft volumes claimed
against consumers, it seems that the Report is unable {0 appreciate ithe procedures and
practices in place. Contrary 1o the understanding reflecied in the Repor. fact of matter is
that a number of cossumers 1o whom gas pilferage charges are booked, approach DGRA 10
get reliel spsinst established gas thef charges, which shows that validation mechanism is
already in place in line with provisions of OGRA Ordinance and complaint resolution

procedure of OGRA.

3.10 RING FENCING: 27

The Report has recommended installing bulk meters in areas which are prone o gas
piffernge. 11 is a misconception that theR is becalized in wny specific arca’locality. It is
categorcally stated that excepi for the law & order affected areas) gas thefl is not localized,

" and rather it iz spresd across the Company's distribution neiwork, 1

311 USE OF BULK METERS
The Report-has recomeended fnstalling bulk meters to deteet the Jozses in law and order
affected arens. It is clarificd thar SMGPL's claim pentaining 1o law and order affecied arcas
is baced on accurate measurement of losses on the basis of following:

= DMetcred gas passed throogh SMSs feeding these arcas,

#  Metered gas billed 1o individual consumers at downsiream of these SMSs

o Bees Gt individual SMSs i calculuted s faleis:

Waolumetric lmr[MeLertd gas passed through SMS}— Meletered gas billed o
individual consuners

at dowiisiream of SMSs

The shove precise quantification of losses is available on SMS wise, month wise and vear
7 wise basis. Moreover, it is not feasible to install additional *bulk’ meters in thess aress due
1o similar law and order sitation.

ENE ANAGEMENT PLAN:

covers the following key activities:

=  Aboveground leakage rectification

» Underground leakage rectification

s  Underground metwork replacement
MAll these sctivities are camicd out afier thorough assessment and analysis whereas the
Repontz ecems (o focus NLY on replacement of underground network, This has been done
without & thorough sredy, refisrencing of intemational practices and working of its financial
impact. The Company on its part has adopied a highly technicol approach. SOPs have been
devised through which sepments of distribution neowork are assessed’evaluated and are
recommended for replacement based on the following
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Fipe to Soil Fotential {PSP) survey
Dvirect Current Voltage Gradient {DEVG) survey

Cloze Interval Poteniing (CIP) survey

Cathodie Protection level of network

Underground Lesk detection survey to idendify leak points
Assessment of Pipeline coaling conditions

Physical inspection of pipeline through bell holes

T}w Company “]fn undersiands that replacermeni of the network involves huge finances and
in grder to avoid uenecessary expenditures, the Campany has adopied this scientific
appresch, The underground network is surveyed using ‘Leak Detectors® 1o identily leak
points, Thm:ugh use of these equipments, localized leakage detection and jis repair is
pnml:_le against old convemional srategy of replacing network without asseccment of s
imtegrity. The replacement of network ONLY on the basis’ of fis aging without frs
throogh assessment and referencing of infernational practices, as recommended in the
Report will lead to a wastage of funds for which requisite budget will have to be
allowed by OGRA, to be barne by consumers through price increase.

(4] ENDATIONS ON UF L AT AN iy =

The company app that the | has acknowledged the Jong outstanding issue
af UFG calculation methodelogy 1o consider “metered gas recelved™. instead of b T
available for sale* for calculation of UFG %% age and stance of SNGPL has been acceded,

However, in referred formila given on Page No, T1, again the term “gas available for calat
hizs been included, which is Incarrect and requires clarification from the Consultantz. We

undesstand that the formula should be as follows:
UFG apowance = CAS rpoivea X { Rate ; + Rate; x B )
O, L -NG UFG LOWANCE:
The Report has stated that s'm-cs TBSs/DRSs are unmensured, therefore the Company iz

* Unmable to measure actual different betwesn volume received and dispatche:
=  Present UFG velume in forms of contributing factors

The perception of consultants regarding measurement in case of SNGPL is incorect as has
already been explained in detail in Para Mo, 3.1 above,

If for the time being, it is assumed, that all TBS«DRE: are equipped with measurement
acility, even then quantificationsplifting of total volumetrc logses in different cominbuting
factors will not be possible. The Company on the basis of vast cxpenience and various
studies hes estimated the share of different contributing factors in total volumetric Josses.
The Report, though concludes that estimation of the Company with regard to share of
different UFG contributing factors in overall losses is incorrect, it fails to SUEEesl any
methodology for splitting the total UFG in different eontributing factors, nor has it
referred to any international practice in this respect,

Page 23 of 35

REDO

315 MODEL FOR INC CREMENTAL IMPROVEMENT FOR UFG CONTROL:

151

G Benchmark an mtrol Fi ula:

We appreciate that the Report has recognized that, in addition 1 the base UFG rate
(Technical Compencnt), approprste allowance has 1o he given to the Company, which
firms our long standing stance that there are cerain extraordinary circumstances in which
the Company is operating, that are nnt prevalemt in any other country. The fellowing
formula has been proposed in the 2™ dralt of UFG Study Report: 3

UFG inowaree = Gas aps x (Rate |~ Rate; x i )
Although the: Report bas recommended adopting revised formula for calculation of UFG
e age, which is based on “metered gas received” instead of *gas available for sale®,
however, in above referred formuila, again the term “gas available for Sale”™ has been
included, which is incorrest and requires correction by the Consultants. We understand that
formula should be revized as follows: i

UFG aguwancs =GOS peesisea X Rate |+ Ratez x f)
Moreover, due allowance against following factors beyond company's control have been

recommensded through above formla, subject to completion of certain tasks defined as Key
Monitoring Indicators (KM Is):

) Impact of losses due to shift of gas sales mix

b} Losses in law affected area has been Incladed

Detailed commenls agsinst proposed KMls are given in Fara Moo 4.2 of this dmm
However, as it stands, the linkage between beta (f) factor and the KMIs ax proposed is not
scceplable to the Compony, parmticularly the inclusion of the factor ie. “losses in law
affected arcas™. We request that Rate sshould enly include the impact of ‘Bulk-Retail
ratio® whereas, the allowance against *losses in law and erder affected arcas’ should be
given as adjustment im ‘deemed gas eales’ ag per practice of OGRA in vogue.
Moreover, the formula proposed by C gates the guideli af the ECC of
Cabinet which have been ratified by Federal Cabinet during its meeting held on
September, 2016 which allowed due recognition against Gas Volume pilfered by Non-

Consumers a5 well.

3.15.2 Technical Component Based on International Beschmark:

The Company strorgly contests the fixation of Tethnieal Component of UFG benchmark
at 5% owing to following:

According to the figurcs guoted in Table R-1 (page Mo. 72) of the Report, even in
countries like the USA (Texns), Russia and Australia (Multinet), LUFG benchmarks go
up to 4-5%, despite the fact that there is minimum impact of gas I.ha_=l't and other
operational constraints ax hzighted in this decument. [f developed countries like USA,
Russia and Awstralia have UFG rate around 5%, it is surprising that the same figurs
las been proposed for 8 company such as SNGPL which operates on whally dilferent
considerations. Mest importantly, the Report has net stated specific reasons which
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resulted in UFG benchmark of around 5% in those conntries, which needs (o be
elaborated to make comparison of operating conditions of SNGPL vir-a-viz those gas
companies operating in developed countries. . .

b.. While recommending the UFG Benchmark, the Report states that “..LUFG
allowarices are commonly sef (n correlation with Ry consumpiion and network
length....." Hewever, none of the gas companicsicountries as referred in the
Table-R-1 of the report arc comparabbe with SNGPL pnd the same fact has alse been

pied by the | “finding comparable iex r ined o challenge....”

c. The Report is unable to refer to the following important factors, while referring the UFG
Benchmark of the different countries, which have a direct link with UFG and thus UFG

benchmark: &
*  Consumer base e r
= (ias sales mix
= Law & order sitaation
=  Supply and demand sitsation/operating parameters

Ficlds such as “population”. “urban population™ “orea”, “density” ete pertaining o
different countries have beon reporied in the Tables R-1 and Table R-2 of the Repon
which has no relevance with the UFG benchmiark.

3.15.3 Local speratling conditions components:

The following swo UFG contributing factors, beyand company’s control, have been made
part of Local Operating Conditions Component:

a) Tmpact of losses due to shift of gas sales mix
b} Losses in law affected area has been included |

Allowances ngainst these factors, beyvond company’s contrel, have been linksd with
execution of cerfain tasks defined in KMIs and their cumulative impact will be included in
the UUFG formula through beta { B ) factor. 'We understand that linking of allowance
against the losses in law affected arcas, just to cunailfcap its due relicf 1o the Company, is
unjustified. As losses in law affected aren periain to only specific arcas of Peshawar
Digtribution Region, whereas exccution of BMIls is to be carried out throughout the
codmpany on entize distnbution nebwork and consumer base. Hence company strongly
opposes the capping of allowance againct losses in law affected through linking it with
beta { @) Factor, a8 company is handicapped on the issue ond has already laken up maotter
with all the svailable forwme, including the Federal Government, OGRA, Provincial
Government and Local Admisistration of these arcas. Hence, 100% relief should be
allwed against losses in law affected of KPK Province in respective year.

Moreover, while working: eut UFG Rates for “Leeal Operating Condition
Component™, the Consuftants have used an average figure of 4 years pertaining to
differens factors (i.e. “ges available for sale”, losses in law affected arcas and impact of
changed in gas sales mix), We request that instead of sveraging the ‘gas avallable for
sale® of past 4 years, the *gas avallable for sale’ of FY 2014-15 should be made base for
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calculations, a5 in case of SNGPL the *gas available for sale” has drastically reduced from
674,858 MMCF in FY 2001-12 1o 521,533 MMCF in FY 2014-15 thaving reduction of
23%) and according to the projected figures, further reduction of *system gas. supplies’ is
E:tFp;dvd in coming years, so this mechanism will have negative impast on company's

3154 Performance Factor:

We agres with the concept of Mnalizing KMIs prier 1o ERY of <ach yoar but specific
budpetary and HR. provizions will have 1o be made by OGRA.

The typieal circumstances being faced by the Company warrant for a reasonable
UFG benchmark commensurate with facts, ground realitics-operational constrafnts
and oeperating conditions of SNGPL. The Company strongly fecls that the Report
needs to be reviewed in light of the UFG Benchmark data of differest countries,
particalarly with reference to all the UFG contributing factors mentioned in TORs
finafized by OGRA and the UFG benchmark of each country needs to be evaluated
for all these UFG contributing factors. Only in that case comparison of UFG
benchmark can be relevant.

4 SECTE i, S RWARD™

4.1 JF & d Control Strategv:
77 The Fepan has recommended Key Moniforing Indlcators spread over a period 675 VYears,
after which UFG rate of 5% is 1o be achieved by FY 2021, We understand that execution of
UFG comtrol is 3 continuous ongoing sclivity to be camied out irrespective of any time period
so this assumption will be incorrect that execution of KMIs will not be required after
FY 2021, Hence allowance against local operating condition will be required on permanent
basis. The comective actions proposed by the Report, and the comments thereon by SNGFL
are as undes: ~

4.1.1 Detailed Performance Indicators:

4.1.1.1 dis at

Deseription Target Comments of SNGPL
Ensure installation of measurement Installation of measurement fagility
Fmeility at 1] THSs/DRE: 3021 at all TBSs i= not practicable dus 1o
Install EVCModem facilities on all L issues discussed in delail in Para
meters at THS=DRSs No. 3.1 of this decoment in detail
Sepmentiisolate 21l TBS: w identify, lzolation of network 15 not possible
meosure and control supply of gas 1o due 10 copstraints stated in Para Mo,
arens susceptible to pilfesnge and loskes By 2007 3.1 of this document
Edentify arcas with gas pilferage and
instull bulk meters for such areas 1o
enable menitoring of UFG in  shai _
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loF o

identification of malfunctioning meters
at least 209 meters inspection anmually.
Identilfy  consumers being  minimum
billed and ensure it is brought to an
acceptable limit of, 5% of the total
domegic connections.

-
[dum:ﬁ Ongoing | nspection criteria defined in LFG

Reduction  Plan,  already duly
approved by OGRA for  indusirial
and commercial consumess will be
followed whereas for  domestic
consumcers, 15% of total domestic
consumers  will  be  checked
anmually,

Minimum billed consumers cannot
be reduced to below 595 as company
cannot force the gas use 1o increase
their monthl i

Tdentify and replace defected
(slow/pug/sticky) meters and bring it o
an acesplable fevel of <5% of total

Ongoing

with built in feature of analyzing the
system data and identifying
malfunciioning meters on the basie of
anomalics identified,

During the trassition period  establish
separatc data cell for manual snalysis of

Ongoing

wtn. This can be done at1ne

regional level or the head office level.

meters with total tonsumer baze s
incorrect, as consumer base will
continuously increase.

Company already has Cuostomer
Care and Billing (CC&B) system

in place, through which customized
repons can be extracted.

4.1.1.3 Reduce Leakage and Gas Lass;

underground  leaksge  detection  and
reduce undesground leak per Km to less
tham I leak/lem

Deseription [ Targer Comments of SNGPL -

Replace overage underground | Ongeing | Replacement will be camied et

distribution nerwork, increase  annual through  assessment of selevant

rehabilitation of apeing pipelines o Pasameters so length of metwork o

control leakages and corrosion be replaced cannet be specified.
Detailed discussion given in Para
3.2

Acquire tools with improved features for FY 2021 | Detection of leakage iz anly one

component, In fact rectification of
detected leakages is sctual sohution
to the problem. Low Cathodic
protection level due to  repeated
power outages, recults in continuous
deterioration of network, hence mew
leakage will develop over period of

7 KPMG Tas

er Hadi & Co
"KPMG Internationa

lime.
Tt es

Carry out survey for leak idemtification | FY 2022
2nd_exicnsive deak rectification of the lsawever, the term 1 leakiconnection |
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a continuous ongoing activity.

i

4.1.1.3

REDO

109

overhesd leskage and reduce it to less
than | leak/connecticn

not

2.3

in case of aboveground leakages is

correction at explained in Para No.

understandable  and  reguire

3.1 _of this document

stations  fo ensure  100%  cmhodic
protection over the metwork to control
Sommosion,

Esnsure availsbility of alternative source
awer supply at CP sfitions

Establish additional Cathadic protection | Ongoing

1oe%. .
availability of altemative power
cannot be achieved due fo issues
explained in Para No. 4.2.15 of this
document

prodection level and

itor a

| = Description

Target |

.
Comments of SNGPL

Enhance develop system capabilities to
enable sutomated analysis of billing daw
and identification of gas pilferage on the
basiz of anomalies identified

During  transaction period  establish
special cell units 1o manually amalyze
CC&B éata to delect abnomal consumer

behaviour for identifeation of gas thefr. |

Re-inspect all meters disconnected fo
PrEvant gas pilferage through
reconnections by the disconnected |

FY 2019 | System is already in place 1o analyze

the

billing data through CC&R,

buunirlg

Already being done by SMGPL

Lidenrify and rectify issues in & timely

Department to look afier such

Conswmers

Increase the Tumn Around Time (TAT) of Ongoing | Complaints are  already  being
the resolution of gas theft complaints resolved as per criteria defined by
applications received during the year. OGRA,

Improve/increase the channels of theft

complaineg available to the general public Complainis  registration  system
such as online complaint registration (1199) is already in place

Syslem el

4.1.1.4 [Increase and Ensure Capacity:

[ Deseription | Target | Comments of SNGFL |
Cenduct mandatory  technical tmiming | n'a Company already hat its dedicated
program for employees of all levels. Training Instte in which vaross
Ensure the attendance of employses in technical trainings are conducted, In
seminars'rarkshops pertaining the gas addition foreign  irnining aof
industry, hoth national and intcmal employees @8 also  aranged in

relevamnt figlds.
Establish  dedicated reseamch FY 2019 [ Services Depanments, such  as
development cell with aim 1o identify Meiering and Corrosion Control
fdevelop tools for incrensed efficiency camy tut necessary R&ED from time
cost reduction | | 1o time.
Coenduct periadic environmental audits 1o | FY 2019 | Company has fully established HSE
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4.2

——==m=h=wamrles Although the s

fo92

isgues. The company hold
certification of ISQ  [4001 and

manner. Hire environmental experts

. OHSAS B0
Improve datn quality and timelines for | FY 2019 | Best possible ¢fforts are being made
system,  operstion, planning  and o meet  timelives  related o
regulatmry acceptance. Regulatory Authority.

Develop  acquire  system  capable of
managing company data and generting
| timely reports as and when needed.

Adtend periodic meetingsfoimt scsmions na
with other gas companics in and cutside
Pakistan for exchange of

All depaniments are costodian of
relevant data
Already being done,

ideas/knowledge shasing

KEY R ICA Ts):

Both SNGPL and SSGC have submitted KMIs o Consultants and OGRA, after mutusl
discussion. Although the Consultants have changed the KMIs to some extent in the 2™ drafi
of UFG Study Report, but still some KMIs incorporated in the report have been included
without eonsideration of their technicsl, Anancinl and logistical burdles which will bave 1o be
faced by the SNGPL. Some of the activities have been included in the EMIs without miving
reference 1o any applicable StandardCode or intemational practices, broadly being followed.
Ag for imstance, installation of measurement facility at TBSs and netaork sepmeniation are
Fage Mo 71 has £

Factor will be bascd on mutually agreed KMls, but certain KMIs have been included
which have not been proposed by SNGPL. While en the other hand, the Consultanis are
not ready 1o consider the financial implications of the some of the KMIs, and they are irying
1o fes from the ewnership of their recommendations by simply inchading an Annex-A az the
end of the report.  Moreover, weiphted allocated 1o certain KMIs is contrary to the Joint
submission of SNGPL and SSGC. Execution of activities defined in the KMIs will require
specific budgetary provizions on sn annual basis, aleng with additonal provigions in HE
benchmark, leading 10 a consequential rise in tariff, which will have to be bome by the gas
consumers. The work loed has increased significantly whereas the number of employees are

not ate with the and network base as given below:
Period E Length of Network per Employes Number of Consumers per
o= Em/emplovee Employee
FY 2001-02 ] 52 == 272
FY 2015-16 [ 11.23 567
“eage increase | 116% 108%%

The Beport presumes that execution of eertain KMIs in mext five years will pPermancntly
bring down UFG to 5 %4, wherens, in reality, the execution of diffcrent UFG control
activities is a continuous ongeing sctivity which has to be carried omt regularly
irrespective of any specified time period since:

* A resurvey of underground distribution network for leakage detection and rectification is
_ required every 5 years in line with international practices.
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= Meters have a limited service life ot site and required o be replaced periodically for

maintenance
Theft control is continuous activity as the gas users may again indulge in pilferage,
regardless of vigilance activities of the Company.

Therclore, it appears that KMis have been suggested without consideration of the
specific operational constraints being faced by the Company. These constraints are
contrary to the international practices, some of which inclode: a significant supply and
demand gap, forcing the Company to operate ils_network beyond its design parameters;
rn::rwoﬂ:_ operations at low pressures, cousing  measurement inaccuracies; looping of
distribution netwerk due 1o unprecedented growth and to facilitate the gas users in view of
shortage of gas supplies and non svailabilily of dedicated comridors for disiribution netwark,
e fame a fow. - ¥

If KMls arc to be identified and targets for meeting the samé have to be set, it wouald
Be more appropriate that the Company in consultation with OGRA finalize such task
and targets hased on practical, reasonable, technical and financial viabilities on ansual
basis. The same has also been scknowledged by consultants on page No, 75 of 2 draft
report “...Beta (F ) denotes the (ficiency score as d ired by OGRA of
KMIs based on muteally agreed control program for w financial year™, We request that
prier te finalization of KMIs, the Authority may hold a joint session OMNLY with gas
companies to evaluate the pros and corns of including undesired KMIs as it will have a
dirgel impact on consumer prices.

—MNithowt prejudice, specific issves (hat SMGPL has with regards to differemt KMis defined
by the Repon are as follows:

Metered alomg  wi odems

W five {43 of unmetered

{weightspe 129%)

We dicsgres with the conceptual basis for this particular KM, regarding measurcment ac
THBSs/DRSs because the Repont fails o refer any Standard/Code or any international
practices and technical detls of the issuc. The following related o installstion of
measurement facility at TBSs/DRSs has already baen sxploined in a detail in Para No, 3.1
of this document:

a) Imternal Practices

b} Looping of distribution metwaork
¢} Space constraint

d) Experience of company so far
€)' Alternative available

Concluding to this, the fact of the matter is that measurement of losses at TBSs Is only
# small portion of solution to the actual problem, whereas the Report appears to
astume the same as a whole solution to the menace of UFG so this KMI needs to be
deleted.

Sage 28 of 38

Document Classification: KPMG Confidential

113



Annexure V4 - SNGPL Comments on 24D

4.2

——==m=h=wamrles Although the s

fo92

isgues. The company hold
certification of ISQ  [4001 and

manner. Hire environmental experts

. OHSAS B0
Improve datn quality and timelines for | FY 2019 | Best possible ¢fforts are being made
system,  operstion, planning  and o meet  timelives  related o
regulatmry acceptance. Regulatory Authority.

Develop  acquire  system  capable of
managing company data and generting
| timely reports as and when needed.

Adtend periodic meetingsfoimt scsmions na
with other gas companics in and cutside
Pakistan for exchange of

All depaniments are costodian of
relevant data
Already being done,

ideas/knowledge shasing

KEY R ICA Ts):

Both SNGPL and SSGC have submitted KMIs o Consultants and OGRA, after mutusl
discussion. Although the Consultants have changed the KMIs to some extent in the 2™ drafi
of UFG Study Report, but still some KMIs incorporated in the report have been included
without eonsideration of their technicsl, Anancinl and logistical burdles which will bave 1o be
faced by the SNGPL. Some of the activities have been included in the EMIs without miving
reference 1o any applicable StandardCode or intemational practices, broadly being followed.
Ag for imstance, installation of measurement facility at TBSs and netaork sepmeniation are
Fage Mo 71 has £

Factor will be bascd on mutually agreed KMls, but certain KMIs have been included
which have not been proposed by SNGPL. While en the other hand, the Consultanis are
not ready 1o consider the financial implications of the some of the KMIs, and they are irying
1o fes from the ewnership of their recommendations by simply inchading an Annex-A az the
end of the report.  Moreover, weiphted allocated 1o certain KMIs is contrary to the Joint
submission of SNGPL and SSGC. Execution of activities defined in the KMIs will require
specific budgetary provizions on sn annual basis, aleng with additonal provigions in HE
benchmark, leading 10 a consequential rise in tariff, which will have to be bome by the gas
consumers. The work loed has increased significantly whereas the number of employees are

not ate with the and network base as given below:
Period E Length of Network per Employes Number of Consumers per
o= Em/emplovee Employee
FY 2001-02 ] 52 == 272
FY 2015-16 [ 11.23 567
“eage increase | 116% 108%%

The Beport presumes that execution of eertain KMIs in mext five years will pPermancntly
bring down UFG to 5 %4, wherens, in reality, the execution of diffcrent UFG control
activities is a continuous ongeing sctivity which has to be carried omt regularly
irrespective of any specified time period since:

* A resurvey of underground distribution network for leakage detection and rectification is
_ required every 5 years in line with international practices.
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= Meters have a limited service life ot site and required o be replaced periodically for

maintenance
Theft control is continuous activity as the gas users may again indulge in pilferage,
regardless of vigilance activities of the Company.

Therclore, it appears that KMis have been suggested without consideration of the
specific operational constraints being faced by the Company. These constraints are
contrary to the international practices, some of which inclode: a significant supply and
demand gap, forcing the Company to operate ils_network beyond its design parameters;
rn::rwoﬂ:_ operations at low pressures, cousing  measurement inaccuracies; looping of
distribution netwerk due 1o unprecedented growth and to facilitate the gas users in view of
shortage of gas supplies and non svailabilily of dedicated comridors for disiribution netwark,
e fame a fow. - ¥

If KMls arc to be identified and targets for meeting the samé have to be set, it wouald
Be more appropriate that the Company in consultation with OGRA finalize such task
and targets hased on practical, reasonable, technical and financial viabilities on ansual
basis. The same has also been scknowledged by consultants on page No, 75 of 2 draft
report “...Beta (F ) denotes the (ficiency score as d ired by OGRA of
KMIs based on muteally agreed control program for w financial year™, We request that
prier te finalization of KMIs, the Authority may hold a joint session OMNLY with gas
companies to evaluate the pros and corns of including undesired KMIs as it will have a
dirgel impact on consumer prices.

—MNithowt prejudice, specific issves (hat SMGPL has with regards to differemt KMis defined
by the Repon are as follows:

Metered alomg  wi odems

W five {43 of unmetered

{weightspe 129%)

We dicsgres with the conceptual basis for this particular KM, regarding measurcment ac
THBSs/DRSs because the Repont fails o refer any Standard/Code or any international
practices and technical detls of the issuc. The following related o installstion of
measurement facility at TBSs/DRSs has already baen sxploined in a detail in Para No, 3.1
of this document:

a) Imternal Practices

b} Looping of distribution metwaork
¢} Space constraint

d) Experience of company so far
€)' Alternative available

Concluding to this, the fact of the matter is that measurement of losses at TBSs Is only
# small portion of solution to the actual problem, whereas the Report appears to
astume the same as a whole solution to the menace of UFG so this KMI needs to be
deleted.

Sage 28 of 38

Document Classification: KPMG Confidential

114



Annexure V4 - SNGPL Comments on 2" Draft Repo

i loy
L
4.2.2 we nt of un d THSs entedireconciled (wel e B \

Swar.iun of network st present in not practicable as already been explained in detsil in
Flr_u No. 3.1 and 3.2. It will be similas to re-designing the existing distribution network, Ax

Dia of pipe

167 din i

In view of above stated reasons, this activity should be altogether deleted from the

KMIs, being impracticable,
4.2.3 e of all_jndustrial co ET B over i {aaLiite Eve th
W Ta
4.2.4 Ing of DR al MEr e over netws ce_ew three

month {weightage 4%4)
4.2.5 Inspection of 20% of all domestic sensumer meters over the network once every three
month (weightage 6%5)

Vigilance of all category of consumers is part and parcel of the UFG Reduction Plan
envizaged by the Company, duly approved by OGRA as already been explained in detail in
par Mo, 2.5.1.1 of this document. Through the aforessid vigilance, the Company has
achieved very fruitful results. SNGPL acknowledges the offectiveness of vigilance however,
the weightage allocated by consultants noeds (o be reviewed as industrial sector comprised
major share in overall sale of company and so involves comparatively large volume of gas

thelt. The weightage should be allocated in KMI infine with the weightage recommended by
both SNGPL and SSGC after joint discussion as followe:

Commercial
Domestic B

Moreover, in line with baydgetary provisions gompany can only inspegr 5% if tal
tic amers annially. These activities will require an approximate budget of Rs.
S550-600 Million anmually. o
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4 o ; 3
b: ;Emlj'ﬂ“i]w;‘:hu:!hih:-l:;:ﬂm Bos volume supplisd fo consumers so weightage should
w sﬂiﬁmr:asﬁauuws: e recommended by both SNGPL and S5GC after Jeint

The: i

m;:ﬂ:c::vinn will require an approximate budget of Rs. 1,500 Million annually and
ameunt required for replacement of meters will have to be borne b

consumers in shape of price increase, ' = J

4.2.12

:‘Pm u;l:ﬂmcln:[gpangu::ef n_:lq-m;ﬂy bﬁ the Company for replacement of its network has
already been =lail in Para No. 3.12 of thi i
e propit v b s of this document. We agree with KMI and

Appr;;imaw budget of Rs. 1,000 Million annually will merely be suificient to replace
only 2 0 to 300 Km network, the cost of which will be borne by consumers in shape of
price increase d L

4.2,13 Red Ju lew fF23 1
opiik ek L] radually to le 1 I

Underground Lenkage Rectification (Laser Leak) is an integral

s pant of the UFG
Reﬂuc‘linl FPlan envisaged by the Company, duly approved by OGRA, SNGPL is
mccmlr.nu‘y CHTVINE out survey of its uaderground distribution network uging ‘Leak
Detectors’ to identify leak points. These leakages are contributed by

* Non availability of dedicated corridors

* Third party damages

*  Coating defects

¢ Inherent issues with coating materials

=  Dropin nciwork Cathodie protection levels
= Carrosive nature of sofl
& Mboisture content in soil, ete,

Due to above stated persistent factors, new lenkages deveiop in the network and in the
presence of shove stated impediments, it will be very difficult fo reduce the per ki leakages
to below 1 Leak/Km so this KMI sheuld be reviewed as foilows “Reduce present level of
2.2 underground leaks/km gradualiy™ . However, we agree with weightzge of this KM

This activity will reguire an approximate budget of Rs. 450-500 Million annuoally

Pagn 32 of 35
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4.2.14 Survey of twenty percent of Lotal domestic conmestions annuallv and rectification of
: a und | connections (weightage S

Abaveground Leaskage Rectification is an integral pant of UFG Reduction Plan
envisaged by company, duly approved by OGRA. It is a continuous ongoing activity and
SNGPL is camrying cul survey of shaveground domestic connections and on the basis of
surveys, leaks are identified and rectified. With the present budgetary provisions allowed by
OGRA company can camy out activity ot only 15% of total domestic conswmers. Any
increase in target will require additional budgetary prevision. "

This activity will require an approximate budget of Rs. 300 Million annuaally

ii B redu rh: Yeage of CP stations

i] S0 -

4215 Nu TP stat
Imstallat tinm:

We agres with the KM and its weightage.

4.2.16 Number of Disconnections in Respest of Theft as % Age of Total Consumer Base of
the Period (weightage 494)

Given the prevailing faciz and circumstances, it would perhaps be counter-productive te link
number ¢f disconnections in respect of gas theft with consumer bass. The number of
disconnection can only be linked with cases *due for disconnection’ on the basis of the
established disconneciion criteria alresdy in vogue. This KM should be rationally reviewsd
and revised in line with joint submission of SMGPL and S8GC as follows “Number of

T vonneciions disconnected as o % o of coneciions die for disconnection fWTSpES o

gax thefit”

4,217 Re-inspection of 100% disconn ) W
i isconnected Commercial consumers an ¢ (weightage 2%

4.2 18 Re-inspection of 50% disc nually (weightage ]
4.2.1% Re-inspection of 20% disconnected Domestic consumers annually (welgphtage 2%)

Vigilance of disconmected consumers i2 a enntinuows ongoing sctivity. However, as
industrial consumers involve large gas thefi volume so description and weightage of KMI
should be in line with the weightage recommended by both SNGPL and SSGC after joint

discussion as follows:

Description Weightage
Inspection of Endustrial_= 100% 2%
disconnected Commescial = 15% 2%
| con Domestic = 10% 1%

4.12.20 Number of b fre npa
lodged jm the same vear (welghtage 5%)

The resolution of gas theftleakage complaints is one of the fop pricrities of SNGPL and
such cases are repularly being monitored by OGRA through its “Performance and Service
Standards’. The Company already makes best peossible effons o prompily sectify

cenmplainls, We agres with the KMI and its weightags,
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i | %
{ foq g '-{
i 4.2.21 Miscedl ‘Eainim ledge Shari ngs gte el
: . %
. ' iﬁh:lfa:;pazr:]n;;ﬁ h::da;mi?:isgslem m place through dedicated Training Ensl-in:me
: e vlives are trained in relevant feld:
;o::::;:dﬂ::n::mmm: :-J:llh the new technologics being. mdnlhcwt?::npamy Pmcn;ll:
_ e pay ns! ;
weighlage in no cage by more d‘la:ess:i.ML FUW S e Mprdese sharing. its
4322 MMA o GPL & 550
e s ummacy of KMis joinily proposed by SNGPL and SSGC s as folfowe:
iy Description of KMI -t Yo Age
Weightaps |
e
Commercial T
|
i Domestic 3%
Sab Total
Rumber of cannections disconnected as n % a i T
: con = of connecti
d'lsunmec_ ticon in respect of pas theft ¥ e %
. “epestion of disconnected—Tonswmes a3 followe: T 3
Industry - 100 i "% [Come o
= v . Commercial = | Commereial |
Domestic = 10% et R
Sub Total 5%
Total Gas Theft Contral -E_
[ :umhcr of ?ﬂ‘ﬁ:ﬁw Industrial meters replaced as a
e of total  defective  Industrial
[ . ri et
ALt meters 8.‘3‘{1
- Nu?er of Defective Commercial meters replaced as
4 a age of total defective Co i
I "é 8y o meerzial  metors T
! Cecnotfed T —r—————
:E :wnbn ofqu?efe:uw ﬂnmcs_nc meters replaced as a
g £ mﬁadth defective Domestic  meiers Domestic 5%
E Sab Total
‘; {:1]-1;::‘:: meters replaced as s % sge of rofal e
& meters qualifyi ched cemen sty
g ot ifying 5 ule Repla t | Ind T
- S T et
§ g:uuue.m-fall meters replaced as 5 95 age of total
“ommerc iy
3 |Ew tal meters qualifving Scheduls Replacement Commercial } 5% |
gﬁmes'l;'c meters replaced as a % age of bolal ‘
mmm meters  qualifying Schedule Replacement Domestic [ 3%
Sub T, - | [ 1s% | '
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Tatal Measurement Errors Resslution

Uinderground nepawork replaced as a %4ape of tolal annual network
replacement sarget as recommended by Comosion Comral Depariment |

Present level of 2.2 underpround leaks/'Km is to be reduced gradually

Survey of 15% of 1otal ‘domestic connections annually and recti ficateon
L oFdetected abovepground leak connections

MNumber of CP statiens installed/renovated as n %age of CF staticns
selected for installation/renovation

Guas Leakages

Number of gas leakage complninis resolved as a % age of aciual

Az murber of such complaints received by compan

Total Gas Leakage Control

13

Mise | Trainings , knowledge Sharing, Mectings eic) il

Grand Total i

vork of independent member firm

ZNabe;

abave mentenrd activities are of consinuous natare, ta be carried our regulafiy respeeive sfany

Important Reguests ta A kv

1. The consultants on Page Mo. 75 of the 2™ draft report have recommended
Anthorily may review 5 earfier {provisfonol) UFG allowances in FRR in
propoted UFG control framework fo help enswre appropriate refief is grone

T Compuanies T The Authority is requEsTEd To sndly advise the mechanisi
through which OGRA intends to implement this recommendation of Consults
FY 2012-13 to FY 2015-16 and FY Z006-17 as oo KMIs were introduced dur’

NeREs,
Z. We request that prier to finalization of KMIs, the Authority may hold a join|

OMNLY with gas companies to cvalunte the pros and corns of including undesis
and their financial impact on consumer pricing.

s affiliated with KPMG Internationa
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kPG

Sui Northern Gas Pipelines Limited
Sulk Retall Ratio Without RLNG supplies

RENO

1 Jul-15]  Awg1s]  Sep S| Octrs] Nevas]  pecas] Jan16]  Feb 16|  Mar16]  Apri6] May-16]  Jum-16} 205536 |
Gas Avaiable 24,843 44,712 43,224 43,355 42,458 43,192 42,766 38,161 41,283 40,555 40808 41,085 S06,444
Gas Sold - Total 39,784 39,700 38,930 38,977 38,741 39,580 33,143 33,872 37,037 37,833 37,798 38397 459,792
UFG volume 5,059 5,012 4,204 4,278 3.717 3812 3,623 4,289 4,246 2,722 3,011 2689 46,652
UFG %age 1128 11.21 5.93 10.10 276 336 8.47 11.24 10.29 671 7.28 654 9.21
Gas Sold to Bulk 13,986 12,847 12,201 12,119 8,851 7,612 6,963 5.715 8,344 11,123 12,741 13,510 125113
G35 Sofd to Retail 25,798 26,753 26,729 27,858 29,889 31,958 32,180 28157 28,693 26,710 25056 24,886 334,579
Gas Available for Bulk 14,056 12,012 12,263 13,175 £,896 7,650 6,938 5,744 8,386 11,179 12,805 13,578 125,742
Gas Available for Retail 30.787 31,7C0 30,362 32,180 33,562 35,542 35,768 32,417 32,858 25376 23,004 27,507 3BD,702
Total Gas Available 44,843 448,712 A3.224 43,355 42,458 43,192 42,765 38,163 41,283 40,555 40,808 41,085 506,444
Sage Bulk 31.3s 25.10 28.37 25.78 2095 1771 16.36 1508 2031 27.57 31.38 33.05 2433
Stage Retail 6B.65 70.50 7163 74.22 79.05 82.29 83.64 84.95 79.65 72.43 63.62 §6.95 75.17

© 2017 KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative ("KPMG International’), a Swiss entity. All rights reserved
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Sui Southern Gas Company Limited

Therefore, as proposed by the Consuitant, the Company also recommands that instead of Gas Availabie
for Sales, Gas Recsived and Gas Defvered are more appropriate terms in eeisting cincumstances.

Praposed Local Conditions Factor

The Consultants have referred to the standards in place for gas companics operating in more developed
infrastructural climates for determining the Tedhnical Losses amount for S5GC; SNGPL which is
! prromeous since international gas companies operate on the basic of commercial viability, whereas for
both the Su companies, such operating conditions are not available since they operate on the basis of
the socic-palitical and economic objectives of the State and the directives of the regulator rather than
commaercial viabiity, While the Consultant’s nate the peculiar cincumstances applicable to these two
compantes, they have nonetheless recommended capped allowances wp to 4.05% based on locl
conditions In additson to Technical Allowances & 5%, reprodwoed as below:

UFG Allswance = 5% Fived for Technical Losses + 4.05% for Local Conditions « B
‘where Beta [f) is based on KMIs
The basiz of 2.05% against Local Conditions is reproduced as below:
[(20312z | 201213 | 2013-18 | 2004-15 | Awversge |

S5GC | 3.5086 3.84% | 3.67% 3.68%
SHGRL Ao 2850 | 2.60% 63N
Estimated ABZR % ) 3.25% 3.13% 3.15%
S56C 0:32% 0.54% 054% GATH
SHGPL 0.50% 1.85% 1.93% L34%
Law & Order Ad|ustmants 0.41% _130% 1.33% 0.90%

4.44% 4.37% 4.05%

Proposed ABZR Alowance

Even though the Consultants have recognized multiple factors contributing in rising UFG because of shift
in bulk to retail sales vet by proposing & cap on the bacal conditions allowance of 4.05%, they have
megated the rationale behind introduction of a local condition factor. The percentage of local conditions
allewances to be factored in will inevitably depend oa local iti m ing thargby that r dl

of the guantum of such percentage, it will have to Be factored in st sctual The capping of URS
allowance for local conditions would again result inmaking the UFG formula redundant. The formala
needs to rermain flexible to accommodate grownd realitles/changes such as the compary’s supply 1o
retadl sactor ete, Therefore the UEG benchmark should be adjusted relating to challenges accordingly
and in censultation with the Swi companies. If any atility company i5 sendng more b retail ssoar
comparatively, UFG henchmark should ba adj d with related ges accordingly,

—_—

=
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Annexure Vb- SSGC Comments on 2D

Sui Southern Gas Company Limited

Separate Treatment for Balachistan
The actual reason of rising UFG trend in Balochistan & refated to custarmers inability to pay huge bills,
es.-pe:i.-llv in W]rmar Seasons. ﬂdochiﬁan has historically been 3 neglected region in terms of econamse
activities, vy and health comparatively in previous decades.
Maost nr the poor people are living in this reglon and their per capita income is Far bolow other
PIOViNCes. AS & consequence, fmetér tampering has consistently been witnessed in these areas,
especially in winter conditions. The difference caused may even b o avoid bills under 2°° and 3 Stabs.
This issue was also highlighted during the OGRA Awareress Ssssion for UFG Benchrmark Study held in
vetta on 22-Mar-2017.

he retail UFG of Balochistan province is over 60% [more than 20 BCF per annum) {in some areas as high
+ 90%) eroding company’s bottomeEne by Rs. 5 Billion per annum [assuming recommended masimum
enchmark 9.05%) ag=inst l2ss than Rs. 1 Billion Return on Asiets per annum. it must be noted that UFG
upto: H0% in some areas of Babochistan. This would amount to imposing @ penalty on the Company far
factor beyond @S cantrol,

e Authority already allows around 12 BCF losses against law and order claims of Karak in KPK Elwen

he prevabent crcumstances, It is therefore requested that the same recognition be allowed in the case

nf Balochistan and around 20 BCF losses in Balochistan should alse be reviewsd by considaring retated
Facts. It would be unfair not to factor in this peculiar circumstance wniquety.

b Company Is curmently working on a speclal wariff proposal with different billing mechanism is;. fixed
illing per connection or entargement in first sizb upto 500 OMs per month that will be submitted o
Ministry For consideration for such affected areas, The Company would apprediate the Authority's o
Upport in its implementation for benefit of peapls of Balochsitan,

il such tirme the said proposals have been Fnalized, UFG Dissllesance of Balochistan may not exceed
their determined prosincial Returns on assets of the provines, or, in the alternative, a separate UFG
benchmark should be allowed for Balachistan.

Theft by Mon-C: fC

Contrary to other countries, Pakistan faces high pitferage of matural gas by both consumers and nan-
gorsumers. The primary contributing factors far this have been the ongoing moratorism an mew gEs
gonnections, increase in gas price, shortage of gas supplies in some regions, continuous growth of the
gas distribution network and increasing demand in absence of edactricity. A¢ can be seen, none of thess
frimary contributing factors are the responsibility or any Fault on past of the Campany. Gas Theft is no
Ienger specific ta amy area locality and rather it is spread across the distribution network, The utility
gompanies are facing thess cb im b v &

S
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Sui Southern Gas Company Limited

| The Company appreciates that the C ltant’s have readized the adverse impact on UFG because af the

METAtOrFum On new gas connection since FY 2001, Karachi Oty i mostly affected in this aspect since:

E. Karachi is the major business Hub for commencial activities facing a constant influs of people fram
eksewhere in the country, This has bed to increased comeaercial activithes on domestic connections
given the moratodium,

Z. S5hift onindustries to Karachi due o gas sharfages in other regions of Country.

F. Keeping In view of orgoing economic growth indicated by the curremt strong stock exchange
performance, ongaing Government incentives for some sectors, bmproved Law and order situation
comparatively during last 2-3 years, fess electricity load shedding issues in Karachi, it 5 expected
‘that new industries may likeby be operational withaut legal connection.

pmaongst the many factors peculiarty contributing to an intrease n the UES of Karachi, hawve been
witnessed a drastic increase from 17 BOF to 35 BCF during lase six years mainky because of Gas Thelt by

Non-Customers due t0 Govermment iwm oon ew cor of i c ial and
domestic housing schemes.,

ratorium on new connections stimulate Non-Customer for gas theft to fulfil their necessities. The
onsultant should propose reasonable allowances to cater to this inewvitable challenge for Companies
il Government Moratorum on new connections is withdrawn.

The proposed Beta [B] does not reflect ground difficulties in carrying out operational activities, network
sampledty, and encroachment and ageing, delsy in road cutting perméssions, shortage of resources and
skilled labour, lengthy Procurement tirmeline (PPRA Reguirement)y procedures) approvals and rofe of
ather agencies, Faced by the Campany_

While the Consuftant has highlighted cther factors swch as gas theft and minimuem balling issues withaout
ing any bl all ces. Whis major factors such as shift in Bulk to Retail Gas Sales and
poar law B order situation have been recognized, instead of suggesting allowances for the same, thess
factors have been discounted in the form of proposed Beta.

14 is sugpested that the companies should be incentivized against KMI performance through Beta [B)
rhnges between 0.5 and 1.5. I the consolidated porformance of Company against KMIs works out 0.6,
then effective B should be foor rate 0.5 + KMI perfaemanoe 06 = 1.1, 50 | 2bove 1 that is 1009, incentive
0 be alowed against performance.

tation

We appreciate that the Consultant has included twa additional KMz related to Segmentation as follows:

1} 25% of Un-Metered TBSs Metered along with EVCs/ Modems
2| 20% of Un Segmented TES: segmented) reconciled

Page 6 of 11
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Sui Southern Gas Company Limited

The primary purpase of installing TBS is to reduce the pipaline operating pressures in pipelines sa that
I:pplles are made to customers as per system requirement. Therefore, there is persistently that most of
e TE5: located in remote areas have no prowision of a measurement facilivg.

Heawever, it i our opinion that no UFG contral strategy will be successful without more network wisiti ey
that will hedp to identifiing high losses areas and appropriate measures will be taken with different
prrategies inchuding load-shedding in high UFG areas to control the menace. S5GC s warking on possible
egrnents within major Cities.

This will reguine work aof ing the distribution network inte tmaller segments by
Installing bulk meters at Town Border Stations (TBS) or seh segments within TS, it will help in
measuning and monitoring gas sales and punchase within a segrment for tha purpose of UFG caloulation,

a5 proposed eadlier, the word 'segment’ be used instead of TAS. It should be the Company’'s discretion
whether any segment is based on SMS peeds further network wvisibility. Gas Volume is suggested to be
fecanciled under one segment that covers 100% customers and gas shawld ideally be supplied thraugh
gae sownce with following exceptions

3l Larpe Segrments will be developed with miitiple TBS: where network s interconnected in big Cities
le; Berachi, Hyderabad, Mawakbshah, Sukkur and Quetts. Howewer, svery TRS will ba metered.

Bl Cluster of small towns TBS and villages PRS should be treated as one segment under $hi%s to avoid
unngcessany cost on modification, metering, and Maintenance and security arrangements of small
| TBS and PRS, Gas Purchase and Sales Figures wifl be reconcibed on SM5 Basis.

1§ is expected that whole franchise ares may be divided into aroend 500 segments with abows
exceptions and can be reconciled after meter installation) customers tagging. it is proposed 1o update
this Kl as faliow:

of r par 100 iy {Target FY 2020-21).

It is skt sugpened that if gas losses are below technical benchmark stamdards i.e. 5% DR reazons of UFG
are already known, sub-segs are nat adwizable in arder to avold unnecessary ©ost an Meter
Enstallation and maintenance,

i:e advanced Auto Sdjusting Turbine Meters at large mdustrial customers have auto correcting

featuras that are not replaced after every 3 years, unless they develop faults. Simbarly, Field Mdetsr
proving cettifies Meters within prescribed tolerance Bmits and same meters are reinstalled as Meter
Replaced. it is proposed that these operational nd technical issues may be Lreated as Sthetuled Meter
HAeplacement aspeclally for Industrial and High Pressure Commercial Customers.

=9
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Sui Sonthern Gas Company Limited

| Amendments

It has been observed that same flgures reported by Consultant are not aligned with S5GC Record that
may be corrected in final report as endosed n Anneoure-A,

Conclusion

The company propese to realign variabile part of UFG Benchmark that sheuld refiect reslistic picture
based an actual evidences without capping on previous averages of cdaimed wolumes. Keeping in view
j:hu- chsenations, the proposed UFG Benchmark s given as befow:

L UFG Allowed = Losses 5% + F Factor + [& Bulk to Retail Ratio x @)
rond

ncial Factor represent uncontroflable factors fioe Law and Order Situation and Theft by Mon-
Custorners in a particdar Pravince and realistic allowance may be allowed, such a3 Z6% for Sindh &
Punjab [as computed below) and some additional 1% for KPE & Balochistan keeping in wiew of grownd
rralities.

Bath Sul Companies Claimed Volume: in BOF againgt LEO & Thelt by non-Customers
A Bl to Retall Ratio should be computed with actual UFG in Retail Sectar for the year undes review
In order to compensate required bocal challenging factors,

Beta (B} is based on KMIs to be agreed between Cornpanies and Aegufator with Hoor rate e 05

‘Il'he UFG Benchrmark, UFG Reduction Plan along with KMI weightages should be finalized In consultation
ith Companies and 10 be reviewed periodically in light of develeping local conditions to adjust
ngly.

uring determination of RERR 2010-11 {(Point 8.1.7) and ERA FY 201112 (Point 92,10), prowistonal
wcisions wers given by Authority and final decision were deferred til final findings  and
commaendations of independent study. It was slie mentioned in Lahere High Court Judgement on
GRA Petition 1068 of 2010 Point # 6: Secretary Petrolevmn in his statement made before this Court on
12.1 2011 stated about UFG impact assessment study that will be utilized to determine FRA FY 2009-10
de dated 15-0wt-2020

Eeeping in view of abowve facts, the Autherity may extend eardier {provisionaly UFS Allowances in ke
with proposed WFG Control framework for appropeiste selisf for last six years since 7Y 200011 instead
of Fr 2012-13 as propased by Consultant. Since Bota concept cannot be applied on closed years in
apsence of KMIs, it 5 proposed that entire & Bulk to Retail impact should be allowed, since the
opnsultant has certified these volumes;

T

=2
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2041-12 2012-13 2013-14 2014-15 Aw e
Gas Available for Sales 1,081 1,056 1,005 a55 1,024
Toal Comgpanies Claims bE:] 27 29 32 26
Average Relief % 17% 25% z.9% 3.3% 2.6%
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Sui Southern Gas Company Limited

|
Distribution Business; Adjusted Returns on Assets

Dascription SSGE SNGPL
Findh | Balochéstan | Towl Punjab KPK Totad
AvE. Retunns on Assets [Rs. ) 6,000 1,000 7000 11,000 LS00 12,500
Uredjusted Actual UFG Sege 1% 555 1% 24%
Altervsed Tech Losses S 2,500 21 2591 4,563 3 4,595
Performance Factes (8] 0% a0 T8 S
Adj. Raturns on Assets (R, M) 1,500 36 1,536 2,308 i 156 3,368

Al aliave figures of Avg. Return on Distribution Assets are estimatad for computation.

| Ivwill provide aute Cap on Disallewance upto respective Betuns, company’s bearing capacity, Thare will
ne need 1o evaluate different claims and Bulk Retail Batios. The proposed performance factor (8) wall

stimidate Companies to smprove their operations. it will continue ta support Geverament Socks

ecenamic agenda, sector priorities, and moratorium orders akang with network expansion program

because of same Asset based Returns.

The above mechansm will at saly provide some refief to sinking gas utility companies but also support

the Government's long term plas for anengy reforms in the Country.

We remaln available to assist in case any Further clarifications are required from s in this regard,

gards -
2o

skt

Page 10 of 11

kPG 1

Document Classification: KPMG Confidential
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Sui Southern Gas Company Limited

Annenure - &
Amendments
1t has been observed that some figures reperted by Consulbant are not aligned with S5G¢ Record that
may ke corrected in final report,

Table L-2: Rehabllitation of Main & Service (KMs) on Pg & 42
R e Actual

FY Reported Actual
2015-16 20,697 2,637

Tabla ME -1 Measurement Errors on Pg 47

Assumption of all 33% Nil Minivum Custemers fall under Stieky, PLG Category and presenting it as
Unmetered, is ned true and may be misleading infarmation far friary stakeholders. The campany assures
that all customer conmections are’ 100% metered that shaudd be reflected in Table and any views and
analysis about Nil Minimum categony can be gualified in comments a5 Consultant view anly.

Annexure D —Key Porsons Interviewed on Pg 93
SOME correttions in Name Designation and Department of persannel,

Nao. Name Designation Department |
4 | Muhammead Karnran DGR Research and Development
B | Abdul Wadood Chief Engineer UFRG
T | Misar Almed Shaikh Acting SGM Distribution - Morth
a8 Naderm Ozyoom DG ht Distribution - Sowth [Central)
11 | Shehrayar Kazrmi G Billing
12 | Hanif Ghazi OCM Billing
| 13 | Nawab Ali shah Wanager Customer Relationshin
|18 | washif Gadeer oGM Custormer Ralationship

Q.1 SSGC Bulk Customers g P # 113
Two PG connections of B4/, Liscioy Cement are shown Undes Bulk Custamers erraneousty,

Page 12 of 11
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-
R
N
. Armexare A Arnnesuce —A”
p ‘ d 1N A2 % WA
o sul Southern Gas Company Limite 4 suis hern Gas € vl !
Monthwise Bulk to Retall Adjustment (8CF) Monthwise Bulk to Retall Adjustment (BCF)
Yotal
Seles l l Sales Total
ure Bulk % a
Month | Purchases Hetall UFG % £¥ | Month nmm 1 UFG | Bulk % I UFG %
g BCE BeE Bt % BCE 13
: 2] as] a07% | 07 / Jal 216 9.3%
P : v | Ee% g 221 7.5%
33a% | 7A% 212 8.8%
33.0% | 95% — s
118% 5 e
s @ 25.0%
2 i 156%
214% z 14.9%
154%
9.5%
s 121%
o i7ax
s 13,9%
Bulk % Yol
EY | Month | Purchases BCTH 1 VFG %
BCF
T 12.7%
- 5.3% Jut 206 14.0%
S a2 Aug 227 3.5%
: 17.8% “Sep | 209 12.7%
< 12.8% Oct 218 115%
ol i 2z3 188% vl New 218 191%
F| ®ec ue 14.0% 2| oee 226 20.7%
8| s Be 13.6% &| 245 186%
B Ceeb 50 04% | Fen 22.7. 139%
Mgc _§. 381 2a% saar 228 17.5%
Aot ne S5% Apr 221 112%
N 3&: 2.9% L Ny 213 127%
L . : : 211 sau
Toral a0s.8 1077 2564 437 26.5%  103% '::; . e 2o
Total
Y Bulk % UG % ¥ T:;a’l‘
u
8CE Retad
32| 303% 9.1% BCF
32| 210% 9.3% 199 11.0%
35| 290% 10.6% 20.5 1r2%
34| 278% | 126% 195 124%
= 45| 262% | 133% 207 123%
2 67| 20a% | 18A% 5 :;51 ‘;:4::
37| ises | 10.0% : ]
g 20| asaw | sem & e 231 4%
15| 235% | aa% Z| Fen 35.9 230 105%
10| 2a9% 3.0% Mar 38.7 225 13.7%
0z | 231% 6% ppr 375 215 11.2%
141 327% A% sy 333 210 112%
353 20.9% B4% 3un 363 158 122%
Total 468.2 1883 2554 138%
Swapping shown 3z Bulk Sales in abeve analysis
© 2017 KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative ("KPMG International’), a Swiss entity. All rights reserved

127

D t Classification: KPMG Confidential




Annexure Vb- SSGC Comments on 2D

Suis

y Limited

n Gas C

Monthwise Bulk & Retail Sales Comparison with UFG {8CF)
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DISCUSSION PAPER ON THE KPMG UFG REPORT FOR OGRA

& 1.1 Introduction

The purpese of this paper is to provide @ brief high-avel summasy of comments on the UFG Report for
QGRA, The main body of comments an the UFG Report can be fownd in APPENDDCL

2  Overview of the UFG Report
2.1 Comments en body of UFG Report

The UFG Report is robust piece of work gathering information, and analyzing the data in relation o the
challenging probiem of UFG in Pakistan. It sets cut the basic issues cearly and correctly identifying the
rain saurces of UFG in Pakistan, {as highlighted below]. The report has produced a new formula for UFG
wihich in theory is meant to be driven by key perfermance factors, and makes a series of
recommendations for the Sul carmpanies so that they can comply. Mewertheless two Important
questions remain unanswarad:

= Why are the Sul companies not deing better now?
= What Is skopping them daing the right thing. that the propasals in this report will change?

For example is it money, lack of expartise or both? Unless we can understand why the twa Sul
companies have failed to kees UFG undes control over the fast few years, the proposed KPI driven
allcrarances will not change the dynamic.

In addition the repart fails to provide any sort of analysis of the finandal scope of the problem, or the
ralative sizes of the different sources of UFG, it seems to Bgree with the two Sui companies that some
aspects of UFG are uncontroflable including, leaking pipes, minimusm billing, theft and law and arder.
One might accept that law and order |s bayend the control of the Suls, but n practice all of the rest can
be controlled in one way or another,

2.2 ldentification of the main scources of UFG in Pakistan

The UFG Report identifies and categorises the main saurces of UFG in Pakistan. Thece have bean
repradisced here with a brief comment en each as follows:

= Key URG contriuting factors:

o Bulk to Retail switeh in loads = This switch frarm bulk to rezail is more a function of gas
being allocated ta retail due to its scarcity than a change in market bebavisr. Whilst this
does mean that the percentage of UFG might increase it is not an excuse for higher
actual UFG.

@ Thefy—This is clearly an on-going problem, rightly identified in the UFS Report

& Lawand Order — Again this Is an on-gaing problem and is righthy identified

*  Other UFG contributing factars — It is unckear why the following have been categorized as
secondarny mssues.

o Leakages— ldentifled but not adeguately quantified.
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o Minlmum Billing — identified but not quantified, This & one of many sources the Sul
Companies ¢laim to be wncontroliable, yet this is not correct. Possible salutions might
include changlng the meters ar intraducing & new demmand algorithm. The consultants
estirmate that circa 7% of UFG is attributable to minimum billing [ssues.

o Measurement errors — Mechanical faults on meters.

o Other factors — inchedaing that UFG kosses are meesured in valume rather than enargy.

2.3 Other issues

Calewlating UFGE — There Is also a good discussion on the formaeda wsed for calcubating LIRS, where
changes to the formula are suggested in the cantext of the transporters’ own consurmption. ldeally ail
gas used even by the Sui companies and thelr successors should be bilted and allocated to an
appropriate user.

2.4 Summary of proposed solutions

Far the sake of beevity this summary paper shall bullet the key areas of in the UFG Report
Recommendations and briefly comment an them.

100% metering - This is a good aspiration. It might be useful ta havwe astaeedpcoeramdf-
Introducing meters, starting with larger consumers. 0 addition and as an interim step, new
demand algorithms.
MNetwork Segmentation — The concern with this approach is that it will reduce security of supply.
Cylinder Model — A creative idea, but will not solve UFG,
Key Monitoring Indicafars — Thase are a good management practice which should be
introduoed if not already practised. KMis in themssives will not change the Sui companies’
behawior.
Reglonal LIRG Maonagement — A good idea, might get plcked up by the Disco restructering, the
report doss not specify how mall these regions might ba.
Twa-yeardy Meter inspections — Goead idea in principle but whether the Suls have the staff to da
this is unclaar.
Technological Adv —Thisisa ibility with Smart meters and mobile phone
technology.
Cost of service study — This may be needed but why Is It here? it will not affect UFG
Deteet, Monitor, Contral — The ideas hare are alf quite high level, and are good in principle but
shart on detail. The idea of ring fencing certain parts of the system is OK in theory but quite
politically sensitive in practice The idea of Installing bulk reters in law and order affected areas
is a good ane that merits further exploration.
Legkoge Mancgement Plon — This should already be in place, if not why not?

an LIFG and — Adgreed this seems the right way

forward.

fez|

TECHNICAL NOTE
WFG Report for OGRA

3 Conclusions

The UFG Report provides good coverage of UFG and the issues associated with UFG. However, what it
does not do Is propose any insightful and rebust selutions. Key points to note are as fallaws:

= Focus on formula and allfiawances — it would appear that a great deal of discusslon takes place
in relation to the UFG formula and associated allowances. Whilst at ane level this is
understandable it alse rather misses the paint that reducing the physical losses will reduce
argurments over the allowances.

«  Focus on the finandial implications of UFG = It would have been useful to have indication of the
financial pain that the Sul companies are exgeriencing as a result of UFG, 1o scope the potential
east of possibla solutions.

® What are the Sul companies doing now - The UFG Report fails to identify what the Su
companies are doing now, as well as what they should be doing now.
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APPENDIX | — DETAILED COMMENTS ON THE UFG PAPER

JOEE

Comments an KPMG Unaccounted for Gas {UFGE) Stuwdy
= Section: Structure of repart Sulb-section: j Report Sections (Pages 3 to 4}

Mo comments

. Section;

Executive Summany Background, History and Impact

Sul-section:
(Pages 7 1o 12)

Page 7, bullet — The report rightly highlights the potentisl damage that UFG could de to the
g Suls,

Page- 7, buffet 3 = bentioning leakages last in this &t dilutes the importance of maneging
leakage propesly.

Fage 7, bufigt 4 — The report rightly hightights the expansion of the systam as an issue.
Fage ¥, buliet 5 — it maght be useful vo explain the cortext of these graphs highlighting that
dernand i decreasing dee to a lack of gas,

Page 7, Analysis graph — No explariation has been given for the significant jurmp in
UFE from circa 11% to 18%, apart from the switch from bulk sales which seems unlikely.

Section:

| Executive Summary | Sub-section: | WUFG Calculation (Pages & 10 3)
Page 8, UFG Colculation — The farmula which reduces the denceminator is misleading, this is
‘bacause UFRG should simply be any unmetered gas losses divided by tozal deliveries, T reduce
the denominatar by gas used by the T50 creates a perverse incentive nat to Manage own use,
Iri addition, own wsa gas in compressors, watér bath heaters and buildings showld be metered,
Poge 9, Figure E5-2 UG — This diagram is at best misleading and may be Incorrect. There ara no
data to substantiate the ranking of contributing factors. It would hawe been useful i the report
had tried to guantify the different contributing factors.

Section: | Executive Summany

Proposed way forward [Pages 10 to

| Sub-saction:
13)

Pege 11, UFG Formula = The summary of the formulais a lithe confusing, Rate 1 = 4%, Rate 2
and Bets are unclear,

Section: | Preamble

Task 3: Factors Contributing UFG

| Sub-section:
[Page 13)

FPoge 15, BTU equivalence = BT equivalance in case of third party scoess is highlighted here but
Is not covered elsewhere, Also, given the close proximity af market refarm in Pakistean amy
changes to UFG should really take account of third party Accass (TRPA)L This report dess nat.

Section: | Background

Histarical parspactives af UFG

Sub-section:
Allowance (Fages 21 to 24)

Poge 23, Tables on SSGC/ SNGPL UFG Profile - It & unclear from these tables if third party gas ts
included in the caleulatizns, In Fact it is unclear if TPA flows have been included in the analysis
and / or the thinking. This Is important bacause ultimately the TS0 and Discos will still have 1o
ménimise LUFG whether simply transporterss or as merchant pipelines.

Poge 24, Snapshot of 5560 ond SNGFL = Since 2013 the rumber of SNEFL commercial
customers has dropped from 56,712 1o 47,913 and Industrial customers 6,561 to 4,648, with
no corresponding drop in 556G
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Camenents on KPMG Unaccountad for Gas (UFG] Study
- Section:

UFG Definition | Sub-section: | WUnaccounted for Gas (Page 26)
Poge 26, Bulier 4 —Highlights that quality is an issue but does not seem to explore this
elsewhere,

_. Section:

UFG Definition, Caloulation
and Methodalogy

Sul-section: UFG Cakculation (Fage 26 o 28]

Page 27, bultet 1 —The point about neading good metaring throughout the gas chainis a goad
arve and i probably a8 precursor to alleviating the LUFG problem,

Poge 27, buller 2 — In tha Eght of Pakstan energy market reform It Is recommended that this
farmula is changed to take sccount of all energy Flows.

UFG % = Gas Avall = Id
Gas Available fer Sale

Papa 27, bufiet 2 — The definition of 'Gas Available for Sale” is the total gas purchased less
metered natural gas used for seif-consumption — This issue here is that removing gas
consumed by the transporter provides the wrang incentive to the transparter. In short ali gas
corsumed in the proviskon of gas ransportation services (compressor usage, watar bath
heaters, office heating) should be metered and included inthe OPEX costs.

Section: | UFG Definition, Catculation |Sub—socthrt [mmlngtmam-mfuum:pim
and Me 2810 29)

28, bullet £ — This section uses the phrase ‘shrinkage” which does not appear tobe
defined in the report. In other jurisdictions the term shrinkage is somerimas usad
inverchangeably with LFG.

Poge 25, bull=t 4 — This bullet states that pipefing leskages, measuramant problams, snd theft
are uncontroliable. This cannot be correct: surely the whole point of the UFG benchmarks is
that these aress are controllable.

Section:

Sub-cection: Contributing Factor 1 - Theft (Fage 31

o 37]

UFG Contributing Factors

Poge 31, Shift of Bulk Sales to Reteill Sectar = In tha graphic it is noted that thers is anncorease in
WUFG due to shift in gas supply from Bulk to Betail ever the period. in fact, what has happened is
that tha shortage of gas has focussed corsumation in the retall sector, In case of SNEPL both
annual gas demand and UFG has decreased, with UFG % staying roughly the same over the last
three years 2013-15.3%, 2014-15.0% and 2015-15.7%. In the case of 55GC gas demand has
begun to increase showly with UFS varying 2013-12 096, 2014-18.1% and 2015-17.9%.

FPoge 37, Toble TT 4 — The karge drog in volumes bocied for SRGPL Industrial and Commercial
customers would benefit from an explanation.

Sectian:

UFG Contributlng Factars Sub-section: Contributing Factor 2— Law and

Order Affected Areas [Fage 38}

Page 28, bullet 7 — It would sppaar from the text that the issue of managing UFG in law and
order affected areas is unresohed with OGERA and the Feders! Govarnment passing the issue
bewwean themsehas.

Jo25%

Section: | UFG Contributing Factors. [ Sub-section: Contributing Factor 3 — Missmum
Zhe
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Commants on KPMG Unaccounted for Gas (UFG) Study
I Billing {Pages 38 ta 40)

Page 39, General commant — The Meue of minimurm billing does seem to be rather large with

2.4 million customers subject to minimum billing, see Table MBE-1, Thic results In cirea 16,000

mimef af miniceem bllling claims, see Table MB-1.

Fage 38, A rough cafoulation — IF 2.4 million cansurmers are 31l assurned to cansume 40m’ per

manth, the annual consumption of manirmwen bill consemers s &= follows:

[1) Cormert 40m” to scf by multiplying by 35.3 = 1,412 scf per rmanth.

[2] Anaual use by mén Billers = 12 months x 1412 scf per month x 2.4 milon customer

3] Annual usage = a0 bef per year

(4] 1fwe assurme a 25% error, UFG attributatle to minimum hillers = 10 bcf.

{5} In 2005 UPG was estimate to be 137 bef, 502 10% error in relaticn to minimum wouid
account for cire 7% of UFG,

Poge 35, 4 claim of Minimurm Billing — Thi2 Sul comgarnies argue that UFG in relation o

minimum billing i uneonteolizble and should thersfors be deamed as sabes fior UFG caloulation.

This is simply not correct these Hills can ba fixed by installing rew meters,

Saection:

UFG Conaributing Factors Subsection: Contributing Factoe 4 — Leakages

o [Pages 40 to 45)

Fage 41, bullet 3, Couses of Fipeline leskage — Apart fram a very miner paragraph this section
rather misses the point. The key issues in relation to leakage are pipaline type, coratruction
method and age. The focus on age is rather misleading since age doss not indicate that a
pipzline will be lesky, For example, 3l cast iren pipes no matter how old have beendeemed as
vraate by the HSE (UE) and are slowly being replaced. This is because they sre subject to brittla
failure. in general PE gas mains are having zerc leakaga in most jurisdictions. afthough tis
noted that PE pipe also appear to have failed due to brittle failure in Pakistan, this should net
e their exparience and warrants further examanation,

Poge 41, bullet 5 — The statement that the bwo Suis have pipelings more than twenty years eld
shows that netwark rehabilitation has not taken place, & perhaps too bold and
unsubstantiated, For exarnple, if 3 gas pipeline is constructed and maintained well, than teenty
years iy net old. The answer is not simply to keap reglacing old and possily leaking gas
plpalines; It is to ensure that they are botter canstrocted and maintained in tma first place.
Page 43, bidlet 1 — Notwithstanding the abowe comment the report rightly highfights the low
level of mains replacarment.

Foge &4, bullet 1 —The repert rightly highlights the lack of cathodic pratection as anisswe.
Frge 45, bullet &, Overhead leakages — This bullat which soncludes with an astirmate that each
demestic cansumar will experignce 1.8 leaks s mearingiess and should be better eplaired,
Poge 45, bullet 3, Underground leakages — The angarant that the difference batween £.9 leaks
J krm far SS6C and 2.2 leaks / km for SNGPL can be sttributed to the difference in sample slzes
for S56C {16,150 km out of 43,850 ki and for SNGPL (80,370 km out of 97 300 km) is wesk
since bath sarmples chould be sufficent to give a sensivle result. tis suggested thatthe
Corsultants look for other reasons for the difference.

Saction:

UFG Contributing Factors Sub-section: [Cuntrihuting Factor 5 — Measurerment

Errars (Pages 45 to 51)

Pags 45, General = Thnis section rightly hightghts the inportance of goad accurste fiscal

Lige
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Comments on EFMG Unaccounted for Gas [UFG) Study
matering. Howewer, what it fails to address is the need for accurate meters of the fght type

andl sire, Sirmgly, the presence of working reters will not be enough. For example, whilst
acourate maters would, or at least shouid, have been installed at the custody paints a3 gas
anters the network It is quite likely that reeters at SMS and CMS stages will simply be turbine
meters to show a direction of flow and & reugh erder of magnitude rather than an accurate
fiecal measwrement.

Page 48, buliet 1, Nepwork Segmentation — The argument that because the gas networks are
looped it is Impossible ta measere losses Is a concern. in theory it i true that further
segmentation with additional metering might allow the two Sul comgpanies to mone accuratehy
assess leakage and theft. [t will alsa come with a risk, since by reducing looping the two Sui
eamganies will also be reducing security of supply. it iz Bealy to be contentious to imphy that
the only way to reduce theft is to reduce security of supaly.

Poge 50, bullse 3 — Tha number of custamers wha recelve minimurm bills [1.3 million for SNGPL
and 0.7 million for 55600 disagrees with numbears In Tatie MEB-1 on page 40 ~ Which gne is
cofrect?

Page 50, buflet 5, Replecement of industrist and commercin! meters — Whilst it Is imgortant to
hawe accurate and sizge sppropriate maters 2t industrial and commercial instaliations, the
suggested tirmescales for replacement of 1 year {industrial], 7 years [Commercial) and 16 years
[domestic} seem guite short, (MA: Perhaps these ara calibration periods)

Section:

WFG Contributing Factors Contributing Factor & — Other

| Sub-section:
ing Factors 52 to 85}

Foge 53, BTU equivalence ond 3rd Forty Access — The curment absence of ETU equivakence as
wsed in ather jurisdictions will complicate the accurate assessment of UFG.

Paga 57, buitet 5 = The argement put forward by S5GC that the problem of OV difference in
asscciation with the ALNG TPA. loads will go away becsuse a dadicated pipeline will carry the
£31 might be true but it will not help. Onoe Pakistan's gas market refosms are in place all gas
mewing through the gas nebwork will be TRA gas and therefors the need for BTU equivalence
wifl be more acute.

Page 52, bullst 5 — Tha argument here is that a3 gas praducers have increased their costs URG
has incressed due to custemers stealing more gas. However, in the paper |t has been argued
that UFG has risan due to the switch in gas consumption from bulk to retail, during a time
when domestic gas consumers hawe continued to recaive gas st ralatively lowe prices,

Page 52, buflet 7, Shift fram bufk to retal Sector = Whilst it is clear that the ratio of gas
esnsumed between bulk consemers and demestic consumers has increased in favour of the
domestic consurmar, this is because large industriad and commercial customers have
experienced more curtallment. 1t als trué that the teo Suls have been farced by the GoF to
extend a gas network at a time when gas is in short supply. Howewver, as gas becomes mare
available t= Pakistan's industrizl and commersial eustomers this ratio of bulk versus domestic
will mave back In favor of bulk consumers,

Section:

Analysis of UFG Disaliowance | Sub-section: Effect of UFG Disallowance {Pages 57

o 60)

Foge 57, Generol comments — This whole naticn will need to be rethought in the light of TRA,
when tha transmission System cgerator s only & transporter but 55l respons|ble for gas.

Clearly, the transporter whe will be in a low rate of retusn low risk business cannot atford to

e

e
feEe

i a member firm of the KPMG

network of ind

firms affiliated with KPMG Internationa

>2naent membe

Document Classification: KPMG Confidential

133



TECHMICAL NOTE
UFG Report for OGRA

Camments an KFMG Unaccounted for Gas (UFG) Study

walos on @ large UFS commitment. Fortunately, it & quite low. The [ssue will be, where does the
0.5% to 1.0% UFG for gas transmission come from?

Sectian: Conclusion to the Situational | Sub-sectien: Conclusion to the situational
Assessment assessment (Pages 62 to 65]

- Poge 62, General — This saction highlights the key ares of theft, law and order, minkmum billing,
leakages, measurement, and bufic to retail. It is peticeable that no reference has been made in
relation ta the lost BTUS bacause of only measuring volume,

- Poge 65, Canclusions — These conclusions summarise the problem guite well The Suls are not
in contred of the problem, they are reactive not proactive, the businessas ane at risk, they put
thedr efforts into arguing for increased allowances rather than developing systematic solutions

Section: Cur Recommendations Sub-gection: Our Recommendations (Fages 67 to
e

- Fage 67, 100% meeting — This is a good aspiratlon but it might be useful to have a staged
pregramme of introducing meters, In sddition a5 an interim step new demand algorithme
right help.

= Poge 657, Netwark Segmentatian = The concorn with this aggroach s that it will reduce security
of supply.

- Poge 67, Cylinder Mode! — A ereative kdea, but will nat soive LIFG.

- Poge 67, Key Monitoring Indicotars — Good Management practios which should be introduced i
nat already In place.

- Poge &8, Regional UFG Manogement = A good idea, might get picked up by the Disco
restructuring, the réport does mot specify how small thess regions mighs e

- Page &4, Two-yearly Meter Inspections — Gocd Idea In principle although whather the Suis have
tha staff to do this is unclear.

- Page &8, Technological A
technology.

- Poge 68, Cast of 1evvice study — Thiz may be neaded but why is1thera? 1t will not affect UFG.

- Poge 68, Detect, Monitor, Control — The ideas here are afl quite high lewel, and are goad in
principle But short an detail. The idea of ring fencing certain parts of the system Is OK in thessy
it guite palitically sensitive in practice The idea of Installing bulk meters in law and order
affected areas is a good one that merits further exploration.

- - Poge 69, Leakage Management Plan — This should slready be in place, i not why nat?

- Page 65, Aecommendation on UFG cafcultion ong treatment — Agresed this seems the right way
forward.

iiliny with Smart rmeters and mobile phone

—This is a pa:

Section: Our Recommendaticns Sub-section: Recommendsations relating to UFG

Allowance (Page 73)

- Poge 70, buffer 3 — The staterment that the Sui campanies do not have a full measurement
rechaniom Instaibed is shocking if true but net necessarily an cocuse for poor estimation af
UFG figures, For exampbe, wiilst in the UK every home does have a gas meter [red a smart
meter yet), because of TPA each customer type f location has a unique algorithm that
catculates gas demand dally. Similarly, in the Uikraine in the absence of meters on small loads
demand algarithms are also used —these algerithms are in the process of being updated.

- Page 70, bullst 4 —This bublet highlights agaln the desire far 2egmentation. Whilst such an

S8

ed in Pakistan and
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approach may produce results it may be af the sk of reduced security of supply.

Section: | ‘Our Recammendations

UFG sitpwsnes 288 rg X | Rato, + Rate, 5 p

Section: |'seum I =The Way Forward | Sub-section:

UFG Banch
(Page BO)

IEL-“ ti and Contral Formula

I'I.Mu ” [ —— I Pardormanca]
Campoenl Canalitions Compenant Facion
Gatus= Gas avallable for sale,
flate, = Benchmark rate based on international best practi i
ice. It appeal

: e, ppears that the repart is
FAaste, = Based on local opersting conditions girea 4.89% over a2k few years.

B = Performance indicator — It would appear that [} is based an the results of KMIs / k9,

However, what is not clear is the range of B it might have & masim i
urm of 1.00 I hi:
would mean that the LUFG allowance i initialy st at 9.8%, Rt ane

UFG Management and Contral
Strategy

E:;E?';'oh pages B3 and 84 were missing from the scan.

General Camments — There is 3 bigger questian thet the repor

which & why are the Sui companias hotdo?fg aﬂ this naw? " KEERRRLTY S
Foge 78— Graphic highlights the following areas:

Reduce Datg and Metering Errors — This is a goed idea In principle.

Mmﬁa&m&.ﬂ- Again a goad idea in principle, however, care needs to be taken how it
is done i peactice. Mot all leaking pipelines need to be replaced, s
Theft contro! — Detect, Manitar srd Control — This invalves tracking theft,

Research and Daveloprment — This is capacity buslding.

Section;

Section Il —The Way Forward | Sub-section: Reduce Leakages and gas losses (Page
8Oy

Page B0, reploce sverage distribution nebwork — there i

now, although the report shows no men:ea‘.?:;issumei ol

mlﬁmm “;alnpem“ e m:ﬂsl—.laam.k i, wihy is this not happening now? If the Sul
SuErTenkly ing for leaks it s quite fikely that if t

thanumbers of leaks /km will go up. Perhaps a u&ammﬁemﬁcﬁmrwmd

Poge 80, Corry out above ground leak surveps — [NB: See previous comments about 1.8 leaks par

customer]. Reviewing 20% of domestiz customers each year seems ambitiogs,

Piege 80, Cathogic Protection — Whilst increasing OF is clearly 3 good thing increasing CF

coverage to 100% of the network (s tos bread Brush, It needs to be targeted more affectively.

Section:

Section Bl — The Way Forward | Sub-section; Detect, Monitor and Cantrol [Page

81}

S.é‘fa‘!ﬂx«-@ T TR

SRR PER P T T Y.
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Annexure V.7 - World Bank Group Comments on 2" Draft Repo

TECHRICAL NOTE
UFG Report for OGRA

Comments on KPMG Unacoounted for Gas (UFG] Study

- Poge 81, Deveiap systems to identify odd behowiour ~ Yes this will be a good approach, although
itis not clear why is it not already baing done {and thus the barriers to its future adoptian)

- Poge 81, Re-inspect oll disconnected meters — Yes agread.

= Poge 81, increose turnarcund time for dealing with thelt — Yes agreed,

Sectior: | Section ill - The Way Forward | Sub-section: Increase and enhance capacity (Pege |
32} # 5
- Poge 82, Generol ~ in general all the suggestions hére are good practice but do not add valve to
e regort.

- Poge 82, Mandatory Training — Yes capacity building is 3 good Idea, but in what?

*  Page 82, Establish Research and Develop Cells ~ Again in pringiple a good idea but in pracrace
what does this mean?

= Page 82, Environmental Audits — A good thing 10 do, but how does this help UFG?

= Page 82, Impyove systems — A goad thing te do but lacks Facus.,

10~
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Annexure V.8 - APTMA Comments on 2 Draft Repo

—_ apTiMa

apRTMA /o

L I o s TERALE RS ssacivmion
=i = o the principal robons d'etre of OGRA as clearly spelled out in its statute is protection of the
| 1 . :‘mﬁg:f;? consumer wha ultimately is to bear the price of CHG." [applicable to natural gas by implcation)
y : N i = “DGRA, it may be reiterated, has been envitaged 25 an independent bady which i supposed o
¥ s T - ¥
The Registrar, {j‘m i Tl w - 2o | 2 protect the public interest. s failere 1o pratect the ardinasy consumers from olipopalizstic and
Ol and Gas Regulatory Autharity, [ —— b - o e of purl £
| N 54, Fazal-e-Hag Road, (L#‘ I{\slfn(':’u; ; monepolistic a ities cannot be condoned.”™ (Corsumers' interest is of primany importanca.]
| Islamabad. e | . =  “Section 21 and Rule 24 imgfy only that DGRA must inclede the policy guideBnes of the Federal
| Dear Sir, 4 | Eomrnrg_ent‘ in its consideration and decision-making process; it is not, however, bound by the
| Submissions in respect of | samg”
Diraft Report, UFS Benchmark Study by KPRMG Taseer Hadi & Co., \ 6. It iz pointed out that the consultants bave prepared the draft of the stody after extensive

Ref: DGRA Press advertisarnent dated February 17, 2017,/

| '

| 1 Commissioned by Ol and Gas Regulatory Authority iz | mteraction with S5GCL, SMGPL and OGRA as can be seen from Annesure C - “Chronology of
| events” and Annexure — D “Key persons interviewed”™, The prémary interesied. party-the
| : . X

i 1. ‘We make the foliowing submissions an the above mentioned draft Stwdy Report for kind | CONSUMEr Broups- were left aut. Resultantly, their analysis and recommendations ane overhy and
|

consideration of the Hon'able Autharity. unjustifiably tilted in favour of the utility companies. If accepted, these would burden the

~—imarenial The price of gas is, tharafore, & vis! importanca 1o keep vs viablea

APTMA's stake in the matter i subatantial being one of the largest gas conswmer groups with
kang standing record of largest foresign exchange eamings for the country.

Gwer the years, the cost of doing busingss has Been climbing up quite sharply for various reasons
including increasing prices of utiities. As of teday, energy cost B our top input cost after ras

We have studied the draft carefidly and hawe serious reservations with regard to all the thres
alements of the recommended formula besides some of ts other contents.

We bagin our submissions by emphasizing complete independence of DGRA in decision miaking
on all regulatory matters and its legal obligation to give primary importanca to congumers’
interest In this regard we beiefly quote hereunder from fudgment dated 12.12.3012 of the
Hon‘able Supreme Court of Pakistan In Const. peftions Mo. 33, 34 of 2005 and HRC No.
5337/2006 & CMA No. 4567 of 2012, filed by three individualy against Federation of Pakistan,

consismers for the negative consequences of the acts of commission and omission of the utllity
COMpanies,

The consuftants have noted “the absence of a mindset that owns the prablem and puts a
cohesive and coordinated strategy In place” but have not gone on to Investigate and discover

_____ =5 af the malsh

-2 formola for alteviaticn of th
facilitate, we give below our views an this fnportant aspect.

For almost a decade, ©GRA has been fixing benchmarks demanding from the gas utilities to
imprave their cperational efficlency and redwce WFG. For the year 2005-D5 it fised the
benchrmark for the first time at 06 %. Actusl UFG achieved that year was §.85 by S5GCL and
&.61by SMGPL It was alto made known 1o them that over the next five years the nurnber wauld
be brovght down graduadly ta 4.5%. From 2011-12 onwards OGRA has kept the benchmark
frozen at 4.5%. However, during last few years it has acceded 10 some of the utilities” requests

neeived 71

and provided refief by allowing some other allowances. S5GCL and SNGFPL, in the meantime,
took the oppasite route and are now hovering around 14-15%.

OGRAgnd othess. y . -
f\kf‘{yw,\)“:}‘i&:‘; %?\WN
l%‘{'.)

ALL PARISTASM ALL PAKIETAR

TEXTRE MRLS ASSOCIATION TEXTILE MELS ASSOCIATION
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APTHA Moo, 444 Lalxrr Houd TR s,

Tamizuddin Kraz Az Karachs. 14000 |
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reservec pende : -

Document Classification: KPMG Confidential



Annexure V.8 - APTMA Comments on 24D

dpimvia o7

ALL PAKETAN
TEXTILE MILLS ASEDCIATION

. Tha anpual loss bo the nation based on substitution cost of the lost energy is 1.5 to 2.0 billion
dollars varying with global oil prices. There also is-lndlrect cost in terms of wery significant
environmental degradation caused by leaked gas.

10, Undenisbly, it is the controlling shareholder (the Federal Government), and the BOD of the
wtilitles who are responsible for this persistent downslide in operational efficiency of the
petitioner, and not the consumers,

- It is stressed that fedwting UIFG was not an impassible task. In roughly the same period, K
Efectric, operating in Karachi and suburbs, has achieved reversal in power losses. Its lomses have

« come dewn from 35-36% to 23.7% and their target is to achleve 15% in next 5 years

12. The reasons for the predicament af gas utilities appear to be cutdated technology, peor quality
of material, bad warkmanshig, lax supervision, sub-standard .mdn!ennnce. lack of kil
upgraging effort, lack of employes discipline, dwindling ethical environment, ever increasing
involvement of company employees in helping the gas thieves, and increasing incidence af
corrugel pracrices,

13. The prime cause of this unfortunate condition has been deficient human resource palicies and

practices {recruitment, training, performance evaluation, promotion, acesuntability stc.]. Merit

is befiewnd to hawve been sacrificed on the altar of patrenage, succumbing to pressures from

warisars powarful quarters, The companies are alsa belisved to bo loaded with a sizable number
of sub-par and not reguined employees who were known to be political sppointess.

14. This being the position on ground of the human resource coupled with orfthadax engineering
practices and violation of engineering codes/standards in the distribution function, the averall
capabllity and capacity of the companies suffered badly resulting In reverse progress in many
areas of oparation, Mounting UFG i anly its reflection,

ALL PAKISTAN
TEXTILE FILLES ASSCCINTION

EINEH-BALOCHISTAN REDION
RETEAA Howrm, 448, Esianae Mo
Tamdnidsin 0w e farectd 74000

TEL + SRLI MEITI0
FAS %20 356000
E-FAiL s baporaigreadcees

g tmaargp
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15, tack of capacity and willingness of the companies in dealing with the mengce of UFG can be
gouged from the way S5GCL let the opportunity of 3 major breakthrough stip, when they failesd
10 Geliver on the World Bank funded Natural Gas Efficiency Project during Z012-1I5. it was
approved by the BOD at a ¢ost of Rs. 5.4 billion including US $ 200 milfion from WB, aimed 2t

reducing UFG significantly over a peried of 5 years, It could not make headway due 1o SSGCL's

lukewarm Ial in effgctive implementation and was abandoned by WB.

16. Alf through these years, the companies, instead of doing the required work with determination
to bring UFG down, took the easy. route and ipent their enargles in finding innovative ways to
set the benchmark softenad. They indulged in Etigation and obtained £G support.

17. In all fairness, the impact of their poor performance should have been borme by their majerity
owner and centrolles, the FG, and not the honest and faw sbiding consumers. However, just the
opposite has been happening for a faw years. To help its companies, the FG.Bsued pobicy
guidelines encroaching upan the regulatory domain of OGRA, supporting unjustified, arbitrary
and illegal increases to the UFG benchmark. OGRA partially- accepled the governments view

despite consumers’ protestations.

18. In face of a lamentable record of the utilities’ performance over the Jast decade and their
grievous internal weaknessas, as brought out above, the key question s whether reducing

____pressure oa them will being the UFG down.

19, The consultants’ recommendations are. designed to soften the regulatery benchmarking. In our
humble opinion, this approach will onty embolden the regulated utilities. The ceguistor has not
been not been able 10 moave e utilities in the right direction and 3 softer regime cannot be
expected to motivate them to'brace up and put their house in order by workiog for reform-in a
biz way and taking the needed hard decisions based on merit and objectivity. Their performance
may, hopefully, improwe anly if their Boards and the FG feel increased pressure, Therefore, we

vehemently oppose the benchmark formula recommended by the ceasultants.

ALL PAKSTAN
TEXTIE MILLS ASECTATION

DH-BALOCHISTAN RESION
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Annexure V.8 - APTMA Comments on 24D

LA

apTivia =

20.

i 2L

T
FEXTILE MELLEASSCICH

As far as we could search, the three-element dasign of the consultants is an inaovation without
precedent. A singla percentoge is prescribed in almest all jurisdictions taking into sccaunt all
relevant facters judiciousty including unisual local challenges, i any. The consultants” loving
care fermuta has inherent probiems. :
Regarding the first element of the formula ie. Techrical component, it may be noted that in a
properly lasd, well maintained and efficiently operated gas systems, the quantum af UFS |5 less
than 1% which eszentially covers uncontrollaile gas g arising from measuremant errors and
unaveidshble loss of gas during operational wark on gas lines. There is a large number of
efficiently run ga: comganies in the world whoss UFG says within 1%. The controllable loss
arises from Inefficient operational mansgement and has three main sources. These sre pipeline
taaks, awidable metering efrors and theft. The perceniage penchmark includes allowance for
these cantrollable causes af UFG as well as any other unusual cavse, goading the uility 21l the
time to take timely :.uner:tiue actions and tha long term goal Is to eliminete or minimize the
same. There i no scope for creating an incremental menchmark by adding any adjustments
whatsgever ta the percentage benchmark. Therefore, our suBmission is 19 have one benchmark

expressed as a pereentage in accordance with Interanational hest practice and reject the proposal

to intraduce a bocal challenges component.

22,

23,

intraduction of Perdormance Factar toa has.surne fundamental canceptual problems. |t would
irwolve the regulator in what have been caied “pdutually agreed key pPerformance indicators” of
“UFG Control Framewaork™. The wiility campanies have ample technical resources and
experlence of operating the system. They make long term amec short term UFG control plans 2l
the time. The sparse technlcal human resaurcs base of DGRA will nat ba a meaningful addition,
Further, by signing the plan, OGRA will becorme a party to the plan design, which may be Failty.
1 at the end of the year, it is claimed to have been substantially implemented without reducing
UFG appreciably, ©ERA may find itsell in an uncomiortable position. If past is & guide this is a
mare lkely outcome. Even othenwise, tha regulator should have an asms-length relationship
with the regulated maintaining separation af regulation from execution.

ALL PAETETAN

TEMTILE FaLLS ASSCHESTION

FIHDH-BALOCHEETAN RECHEEE
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R
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o
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TEMTILE HILLE ASDCL

. What OGRA needs to do according to the intermational practics is to get technical audin of the
t;iﬂitics conducted an yearly. basis fram third garty suditers t3 ensure that the technical
srandards, performance standards and license condi are faithfully plied. This will heip
to obtain improvement In the operatsons] performance of the regutated entithes without
compromiding the regulstor’s ststus.

. Tha dats presented in Table B = 1 of the Study Report pertainkng to UFG benchmark in 12
countries nesds 1o be expanded to add more countries and may also ba ghven far major

eompanies. W balieve that UFG in Bracil, Basnia, Japan, Holland, France and itafy is less than
01%. There are ather cowntries too with low UFG 2nd their data sheuld be Inchudead.

The said Ialﬂe-alsn neseds to be rechecked for aocuracy. For e’lcartm_ie. wa have come across, in
Maturzl Gas annual of US Energy Information Adménistration, UFG data for LISA State-wises for
2015, showing the weighted average far USA as 1.1% with a maximum of 4%. As opposed to
this, inthe sakd Tabla A - 1, USA UFG bevel i shown a5 141 to 500 % and 5% i ascribed 10 Texas
Stare. The data that we hawe seen shows the UFG For Texas as 2%. Therefore, we contend that
this table i inadequate and may alse be inaccurate; therefore not reliable anough o base
decisions an,

27. Qne of the & repeated arguments advanced by the petitioner has been the changs over time in

btk sake 1o retail sale ratia @ favouwr of the latter. This argument s hollow and self-defeating. It
amounts tz saying that there {5 none or negligible loss in bulk sale ard the retadl safe & highly
UFG-peane. This means that while the old distribution fines continwe to leak pretty badly and are
infected with thelt and sfow meters, new distribution and service Enes also develop these
deficiencies saon encugh. This amounts 1o admitting that nat anly the ald lines but slse the new
pipelines and service connections, are not constructed, monitored and maintained sccording to
the standards prescribed by OGRA. Therafore, DGRA has corsistently rejected this reguest and

woe urge that this pasition may be maintaired.
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Annexure V.9 - Gove

Sindn Comments on 2 Draft Repo

We are not rising this issue in isolation, the plain reading of the comments of one

' utility company at Annex- T.1 of the report clearly hints that the utility company in

north is least interested in taking any seriows effort for the reduction of UFG in its
licence area and ]'.nstead mare content in hiding behind one not so proper 2013 letter
of a new Chief Minister and the controversial and unconstitutional order of the
Economic Coordiration Commities (E,C?} of the Cabinet.

We have time and again submitted before the Authority that Government of Sindh
does not recognize ECC as a competent forum to issue policy guidelines on matters

related to oil & gas, Moreover, the power of Federal Government o issue policy

guidelines under Section 21 of the OGRA Ordinance is not absolute rather Federal
Government, on oil & gas related matters, is subservient to the dﬂ:isiﬂ.ﬂ of the
Council of Common Intersst. So, any so called policy guidelines issued to OGRA
by ECC has no legal or constitutional weightage. Recently, Sindh High Court has
declared GIDC Act 2015 as unconstitutional despite the fact that it was passed by
both Matiopal Assembly and Senate but it was not referred to CCL It is our advice
to the utility companies not to take the back deor recourse of ECC in future.
Moreover, the Autherity may also do not consider any direction of Federal
Government under Section 21 of GGRA Ordinance if specific CCI decision is not

attached with it

Page 2ol 6
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T-1

In the entire report and comments of the utility companies on 1* draft of the report
an impression is being created that expansion of the distribution network under
socio-econoemic agenda of the Government which has changed the bulk to retail ratio

is one of the major contributory factor of UFG. And this expansicn is commercially

unviable and prone to losses and thefi of gos is rampant in new urban and rural areas.

Madem Chairperson, Government of Sindh reject this argument. Provision of
indigenous natural gas is not the right of only few urban centers. The benefits of
natural gas should be extended to rural areas that are actually producing, this

resouree. 83GC in the case of Sindh is the enly licensee to provide gas infrastructure

to entire Sindh. How can a oas ulili;:y company deny expansion of network and

provision of gas infrastructure to new areas when it is ensured 17% retums on fixed
asset? Sul companics, as far as our understanding is concerned, are on cosf plus-
JSixed rate ofrzl'urﬂformnfa s0 we expect Sui companies to stop complaining and
develop capabilities to cater expansion and growing clientele. The Sui companies

shall devise mechanism for proper maintenance, control and monitoring. Presently

their approach is not professional.

Page3of6

KPMG Taseer Hadi &
ative ('KPMG Internatic

e

Sindn Comments on 2D

mber firm of t

RENO

st

Government of Sindh, therefore, does not support any allowance for UFG under the

plea of expansion of network to new areas or shift in bulk to retail.ratio. =

It is bit surprising that Sui Companies have been claiming allowance for gas leakages
from their poorly maintained aging pipes, multiple measurement errors and
minimum billing charges approach. This refllects inefficiency and incompetence.
Government of Sindh alse does not support any sllt-:wanec_-under these heads for

UFG. These are controllable.

Madam, the study has hinted that the entire UFG elaim of Sui Companies is based

on assumptions on some of the factors which they presume are responsible for losses.
In this respect the consultant has suzgested netwerk segmentation and use of bulk
meters to identify potential problematic areas. This is a good practical suggestions.
K- Electrie has extensively used this methodaology in Karachi and greatly controlled

their losses and system failures.
As far as any allowanee for UFG under Law & Order in Sindh is concerned we do

not support it as there is no region in Sindh where S5GC’s cannot operate, maintain

or control its infrastructure, Theft of natural gas is a separate issue and can be bettes

Page a4 of 6
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——
-
195"
handled if the pockets are identificd properly through network segmentation. We

recog_nizze S5GC's right to disconnect supply of gas if someone is found stealing gas.

Finally, we propose that the gas companies should only be 5r=r|l‘.cd allowance for
UFG contributing factors that are unaveidable as these form a part of the normal
business activity and cannot be eliminated. The remainder should be disallowed and
bomne by the gas companies as a consequence of failure or inability to control the
factors rendering gas to be unaceounted for. In this respect the study has suggested
fixed 5% for unavoidable factors and an additional allowance of up to 4.05% of
avoideble factors. These are very high percentages and if allowed would encourage

inefficiency and corrupticn in the companies. We propose maximum limit of 5% for

UFG for all types of contributory factors.

With this [ conclude

| And thank you all for patient listening.

| Page S of &
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Annexure V10 - Ex-Auditor General Pak- Comments on 2™ Draft Repor

_bEs - 2007 e

af J 4!1'1:&-—-(

f'll,-Lu' g Se By ot

GRA ¢

— . fes 3
PROVISION OF GAS TO VILLAGES OF DISTRICT KARAK IN
THE THREE SUB-DIVISION ALONGWITH INSTALLATICN

OF METERS ON PRICRITY BASIS

Provision of Gas to 19 Villages ef Tehsil KARAK, 19 Villages of Tehsil Takhti
Masrati and 36 Villages of Tehsil Banda Daud Shah, District Karak.

Fo

A) Original estimated cost for the Villages of Tehsil Karak and Tehsil
Takhti Nasrati was Rs.922.530 million.

B)  Costcoverad under criteria Rs.249.848.

C) Cost not covered under criteria RS.673.142 million. This was to be
shared by FEDERAL GOVERMNMENT and KP¥ Gowernment on fifty fifty
percent i.e. Rs.336.571 each. The Faderal Government paid its 5ha|_1=.
in one go however KPK Government was allowed to pay the share in
four equal installments. It paid three installments equal to R5.252.426

million but couldnt pay the fourth one. If we add all these, SNGPL,
FEDERAL, KPK, it would be Rs. E million. The estimake was

revised and new one came to Rs.B37.046. (This was _shated blx
concerned minister in the Mational Assembly to a Question in the 19
Session dated 4" March, 2015. (Copy enclosed).

o) If seen in this perspective, SNGPL was having more money than the
estimated.

[ 5] Question was raised by the then MNA ™Will the Minister of Petrofeum
and Natural Resources State”,

a. Whether there is any proposal to supply Sui Gas to the localities of
District Karak.
b. 1If s0, the time by which it will be implemented?

Reply was, Karak City by 30.04.2009, Tehsil Banda Daud Shah by
30.06.2 , Tehsil Karak by 30.06.2011, Tehsil Takhti MNasrati by
20.06.2010. (Copy enclosad)

Howewver the work is still not complieted.

F) Today the people of District Karak are punished for the negligence
and inefficiency of different Departments and Institutions and blame
is put on the shoulders of people of KARAK,

|t

|5

G)

H)

1052

It wouldnt be out of place to mention that in financial year 2015/16
Annual SMS put in 10 SMSs of Karak was 10.447 billion c.f. and
SNGPL lost revenue to the tune of Rs.3969 million. :

Besi}:fe the above, every day there are strikes, Roads blockade and
closing of Oil wells. This is a huge loss to the country. One thing
maore, Industrial Zones have been created but gas connections are

-not give although thousands of people are employed.

All these problems are producing hatred among the Inhabitants and it
is not in favour of the nation. Looking at the problems and losses, it is
requested that SNGPL either from its own resources or FEDERAL
GOVERNMENT may give money for the repairs of damaged lines and
complete the laft over work, supplying Gas to the people and allow
gas connections to Industrial Zones with installation of meters. This
will be helpful .in sabisfaction of people and would also reduce the
fossas which are now in billions.

It may also be noted that many DISTRICTS hawve been gasified which
are not even producing gas without Provindal share.

5t

Ex-Additional Auditor General of Pakistan
Cell# 03339111176
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NWFP Finance Departmen

HATIONAL ASSEMBLY OF PAKISTAN J(?:ﬂ'
. STARRED QUESTION Olary Moz 27 5o
i T ro o
Session No: 10 Group Mo: §h
- Division: Pelroleum and Nalual Resqurces Reply Date: 2101/2099
Maowver:  Multi Ajmal Khan ‘

Sl T e R e e

e R R W E R

Wil the Minister for Patrolewm and Matural Resources be pleasead to state:

a) whether there is any proposal to supply sui gas to the localities of Distarict Kark;

b if so, the time by wihich it will b implemented?

Reply:
Minister for Petroleum and Matural Resources: (B] Y5,
(&) The expectsd complation dales of tha projecis are as undar.
Froject Nems Expectad Dale af Complelion
Karak City 30-04-2002
TehsH Barda Daud Snah A0-06-2009
— Tehsil Karak 30-06-2011
30-06-2010

__ Tehsil Takhi-p-Husrall
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Annexure V1T- Governmen

—

with the concemed DCOsD!

1. *Ms. Naseemas:

' {19th Session)

NATIONAL ASSEMBLY SECRETARIAT

“QUESTIONS FOR ORAL ANSWERS AND THEIR REPLIES”

16 be asked at a sitiing of the National Assembly fa be heldon

Wednesday, the 4th March, 2015

tarural Resources be pleased o

Wil the Minister for Petrolerm arid N
state:
. > — a v M

(@. the criteria adopted to callect the amount from oll and gas
exploration companies under social welfare obl igation for
development of jocal communifics; 2

(b) the criteria adopted Jor < isBirsement of the collecied ot
to respective provinces where such exploration companies
are operating a! present; ¥

(c) the year-wise omount paid 1o _each province rernde

during the fast five years: and

£ that the exploration comparies

saich heads in leter and spirit;

regard?

rsaid head

(d) -whether if is a fac hdve nat
been contributing urder if 50, the
steps being raken in thiz

Minister for Petroleum and Natural Resou
Abbasi): (8) Aspet existing criteria, the Explomation
are required 10 degposit the felfare Obligatory

roes (Mr Shahid Kiaqza
and Production companies
Social W funds ipi!_lcjéim accounts
s of respestive districts, :

entifies the schemes in consultation with the
inistcation. The schemes are endorsed by

(&) The E&P compeny id
ed by the concercd DCOsDCs ofthe

focal cotnrnunities and civil adm
concerncd MNA of the areas wd mondtor
coacemed district. .

017 KPMG Taseer Hadi & Co
~ooperative ("KPMG Internationa

), a Swiss entity. All rights reserved

NWFP Finance Departmen

32

(&) whe raral
number of meters i
58 far? o & fnstalfed in eack of the
Faid villager

Minister for Petroje
Abbasi) ; (3) No. m and Natural Res :
) No. SNGPL s reparted that the diveetive has bomn oo oan
plemented

to the i
tune of approved cost of the project i e, Rs, 37046 mitfiom,

(b) _143.90 Kms supply means was approved as per the plan of the

e - s
_wr“p project, out of wiich 11 7.30 Kme suppl i
2, 117 5 ly.mains (87 & 6" di £
BEPETH ., (c) 36851 ICms. : Tem T -
= 0 Krns distribution petwork prorved s por e B
Rafse. the project, out of which 188 Kms b s ?
T 158 has been laid. . *'"u ;.{:m.;
{d) Thclmllllcu:lsl based on prefimi sllnqvﬁ%-g
; wmm'glsmﬂﬁh;gmt::;ﬁﬂwwm;;ﬁwmms
| yo: tecllmu fieasil o P‘rqu!wnsappmﬂadu&!.d’.}?.#ﬂ
: (_t.) mm&lmhwﬁmisﬂdhuhofﬁeaﬂﬂméu .
Consimer Categary Takbt-c-tdusrati Karak
Dqlm&_ﬂ ) 1;{[6 4140 i
Special Domestic ™l 29z - - '
Total ; 1216 am :
RMOHAMMAD R1AZ,
G : . Secretary 4
The Ird March, 2015, ' )

PCEPI—2RITCIGI5) MA—03:60-208 57— 535p,

artnership firm registered in Pak
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Annexure V12 - Governmen

KPK Comments on 2D

Gopafm

131

GOVERNMENT OF KHYBER PAKHTUNKHWA
ENERGY & POWER DEPARTMENT

17 Floor, Biczk-A, Abdul Wall Khan Sl
PHONE: - 0918223628 Fax” 081-8223624

Hexj

Mo, CPOEAP TOGOGRAMNS-17 _ng" 5 L(’

Dated GBOI201T
iﬂ. ——
The Charpersan,

Qil & Gas Regulatory Authority (DGRA),
Islamabad.

2 L

Subject -

Dear Madam,

| have bean directed to rofor to OGRA fetter No. GGRA-S(ISTN2014,
Dated 20M2/2017 {Annex-&} on the subject noted abowe and to state that the
‘Govermment of Khyber Pakhiunkhwa has serfous concerns over the 2™ draft of UFG
report submitted by KPMG which contains a lot of ambiguities.

2 Rafarence o Clause 4 (v} of the TORs {Annex-B), KPMG was
obfigated to meet all the stakeholders which includes the Provincial Government
KPMG has not hetd any mesting with the Previncial Government, hence violated the
TORs of the report. Therefore, the report may ba rejected wunless KPMG lakos
Gowvernment of Khyber Pakhtunkbwa on board and addressad our concemns.

3 Refarence to Page:11 of the 2™ Draft UFS Report (Annex-C), KPAG ie
suggesting an allowance of 4.05% against local changing conditions on the basis of
UFG claim made by the Sui Companizs over the past four (4) years Instead of
suggesting afowances on the figures provided by the Sui Companies. KPMG should
hawve wisited the areas of local challenging condilions and had suggested the
aflowances on actual grounds backed by their cwn shudies

4 Reference to Page:22 of tha 2™ Draft UFG Report (Annex-D). KPMG
has claimed that since FY 2002, the UFG has increased from 7% of 16% In FY 2015
On the other hand SNGPL has claimed a dedlining trend of UFG. in the Public
hearings of FY2015-18, SNGPL hes claimed to decreased the UFG to 9%,
Therefore, |t is suggested thal the nmcentive Portion (Beta) of KPMG,s proposed
formiula may alsc be neglected by the Authosity for at least the next five. -

GOVERNMENT OF KHYBER PAKHTUNKHWA
ENERGY & POWER DEPARTMENT

1 Fioar, Biock-A, Abdul Wall Kban Multiples  Chil Secrotariat, Peshawar
PHONE: - (91-5223828  Fax” 0915223624

s, Reference to Page: 23 of the 2™ Draft UFG Report (Annex-E), the UFG
profile is based on the figures provided by the Sui Companies. Instead of using the
Sui Companies data, KPMG should have visited the UFG loss areas to take the
actual figures from on ground realities.

3 Reference to Tabla: TT-1 & TT-2, Page: 25 of th 2™ Draft UFG Report
{Annex-F), the data of theft by consumers & non-consumess |5 based on the figures
provided by the Sui Companies. Instead of using the Sui Companies data, KPMG
should have visited the UFG loss areas to take the actual figures from on ground
realities,

7. Reference o Table: TT-3, Page: 36 of the 2™ Draft UFG Report
(Annex-G), tha amalysis of theft volumes allowed and disaflowed is based on the
figures provided by the Sui Companies. Instead of using the Sul Companies dats.
KPMG should have visited the UFG loze aress to take the actual figures from on
ground realties,

8. Referance to Page: 38 of the 2™ Draft UFG Report (Annex-H), the KPK
letter of 1911272013 was based on the law & order situation of Khyber Pakhtunkhwa
in 2013. As of today the reality is that the law & order situation is much improved as
compared to 2013, Chinese Expats are residing in campsa in District Karak & Kohat.
Foreigner experts & invesiors are coming to Khyber Pakhtunkhwa to invest in Oil &
Gias Sector. It is proposed that KPMG shall visit the UFG loge ancas and examine
the law & order situation itself,

a, Reference to Page: 41 of the 2™ Draft UFG Report {(Annex-J), the main
cause of pipefing leakagaidamage in the Districts of Karak, Kohat & Hangu |5 zero
infrastructure of gas from network of 2 mmcfd capacity in District Karak. Utilization af
high pressurs o inject biggest volumes of gas has caused the pipelines o get
damagad.
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nnexure V12 - Government of KPK Comments on 2™ Or

REDON

EOWERRMMERNMT OF FHHY BER PO e T IU N CHWa,
ENMNERGY & POWER DEPARTMERMMT

A Foor, Eoecsic -, o8 P Wass 1T O s B Hol e o i ] o e, e e
FEaNME: - GEA-BEEIIETE FaxT oET-SEEeeaa

L =N FRaforance o FPodge: 47 bo 5S4 of the 279 Draflt RS FReagoet (S -5,
the tables/fAguresianaiysis s based on the dala provided by e S Companses.
prsbteoed ofF aasireg the SuEs Cormparrees ciata, PG should hawee wisibed tihe UEG Boss
ESrema o takse Hea actual figunes from on groossd e alities.

i [ e Sagtivorily S recguesa el o

=) FRepect thee draft WIS Report.

By Dot RS o Peobd eeatbhinogs wwithe the Gaoresrrrresnt of Khoybeer
Pakbhiusnk brreva ancdd acddrnes s thee ProssimcE sl oormces s

= Rake LIS Study @ flekd stady ratheesr than a deskbop sy

= Posiporrss the Stakehoddasrs Sommraresss Sesmiors e the FOP RS
dosssryt meapoaed o Hhe oo rresscpaaries. of Goreasrrareeryl [~ 8
HEnywheaer Pakhiunkbrewva.

H a= Sesliwrmibbeal, Elems e
1
| 5 B
(= o kST Shabn)
et Flamming Offecer
L

4. FPrimncipal Secoetary bo Chief fdeni=ster, Kihvybheaer Pakirbunkboess
= S bo PMlEnistar, Ersergy S Posesr. Fbnyises r P akkivboarbs Peeees

= S b S Secretmry, Hhvyioeer FProak b e

B S b Secratmry . Eneasrgy & FPowsesr Daepartement, Feshaeesr,

ket Flansing OffhRcer
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