Ref: RA-LNG-035-15

Registrar

Oil and Gas Regulatory Authority,
54, ZTE Plaza, % azal -e- Hag Road,
Near PI1A Building, Blue Area,
Istamabad

Dear Sir,

REVIEW PETITION FOR
DETERMINATION OF RE-GASIFIED LIQUEFIED NATURAL GAS (RLNG) PRICE

Kindly refer to your letter No, OGRA-10-11{8)/2013-SNGPL dated chm%}u 02, 2013 on the

above cited subject. The Company is filing a petition under section § 3 of Oil and Gas Regulatory

’\iﬁhom”* (OGRA) Ordinance 2002 against the above referred decision dated October 07, 2015,
ection 13 of the OGRA Ordinance 2002 states that:

Quote:

e, alter or vary any decision, or mayv rehear an

ent of a change in circumstances or the discovery of
en discovered at the

time of the decision, or (in the case of a rehearing) at the time of the original hearing if

mimts&“z!fsm of the change in circumstances or of the new evidence would materially alter the

decision”

Unguote

“The Authority may review, rescind, chang
application before deciding it in the e
evidence which, in the opinion of the . wz‘ﬁ@rzii could not have reasonably be

In this regard, following observations need to be addressed:

Administrative Margin

The €I‘f{}§z‘§g}mw is taking additional financial risk by transporting RLNG, which as compared to
local gases is way %mf*e expensive, The Company is exposed to zgpﬂmtam take or pay risk in
respect Q% supply of gas from Qatar Gas and / or PSO, due to non recognition of the force majeure
events of the gas companies.

OGRA is aware of the present financial crunch being faced by the Company owing to non-
issuance of FRR of previous year. In order for the Company to bridge the financial gap, l%za:
Company will have to arrange finances, cost of which is non-operating as per the present tarifi

regime,

In view of the above additional significant costs as well as risks involved in relation 1o the import
and sale of LNG having no nexus to the previous revenue requirement mechanism, it is requested
that Administrative ;\i&rgm to the tune of U.S.$ 0.5/ MMBTU be allowed to the Company, which
may kindly be treated as non operating income. These costs and exposures are beyond the
-easonable control of the Company and may kindly be entertained as such by the Regulator.

Cost of Service
The Company agrees that the disallowance of cost of service in LNG prices may not financially
affect the Company. However, it is of the view Tﬁi‘m{ as per the Generally Accepted Accounting
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Principles (GAAP), cost should be allocated to areas for which it was incurred. As already
indicated in our letter No, RA-LNG-028-15 dated September i};& ;?,{}ES, that Transmission &
Distribution costs were as per Actual Accounts for FY 2014-15 in respect of Punjab and was
allocated to LNG consumers on the basis of Punjab volumes. The same mix also been decided by
ECC in its decision no NG(11)-12(62)/12 LNG-Interim dated September 29, 2012 (copy enclosed)
in which it is clearly stated that the cost of RLNG will not be passed on to i}i?“ﬁ%? consumers,
Notwithstanding the above, the Company amended its FRR petition for FY 2014 %\ based on this
OGRA decision. However, as already indicated in our above referred letter, cost of gas inten mi% f
consumed was as per actual booking for LNG consumers iﬂmmd on LNG costs. We are of the vie
that this GIC costs should have been made p;iﬁ of the LNG prices. These are, however, also §*x: 11
claimed in the Revenue Requirement now since the Company cannot afford to go out of pocket.

Unaccounted for Gas Volume
The Authority in its price determination has only accounted for UFG cost of transmission based
consumers. Price has not been notified keeping in view the retail consumers such as CNG and
others. It is once again requested that separate {ié ce of LNG consumers on retail network be
notified and UFG cost may please be allowed at actual UFG %, since the same had already been
agreed by OGRA pursuant to the OGRA Natural i}g‘;s* {Regulated Third Party Access) Rules,
0, sale of RLNG to retail consumers % ;;,mn to ‘%:v‘*: a ring fenced transaction while the
G for the same has to be borned by the respective consumer to which such supply is
being made as per policy

G sector while including UFG

In view of the above, OGRA may kindly issue RLNG prige for U]
il I(G consumers which are being

for the same an actual basis, The same will have no bearing on C
provided natural gas.

bl

b Metropolitan Bank Ltd. Islamabad Branch (10},

¥

essing charges for the above mentioned petition

Bank draft No, 01248039-3011 drawn on Habib
Islamabad of Rs. 100,000/ being payment of proc
is enclosed.

Thanking you.

Yours Sincerely
orghern Gas Pipelines

v AKRAM

§? ief %u.oimmm {(RA)Y
\ aging Director
Encl: As above \,
Cc: Managing Director — Sui Southern Gas Company Limited
Ce: Managing Director — Pakistan State Oil
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Wagar Masood Khan ‘
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