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               31st August, 2019 

 Editorial 
 
 
Gas sector reforms 
THE government has taken some bold decisions in the recently announced reforms of the gas 
sector, though some crucial gaps still remain. Two of the steps announced by the Special 
Assistant to the Prime Minister Nadeem Babar are the elimination of the role of the 
government in future contracts for setting up LNG terminals, and the offer made to the 
industry to pay half of their outstanding amounts due under the Gas Infrastructure 
Development Cess in return for a sharp discount on the remaining amount. Aside from this, 
there is a great deal of emphasis on reforms related to “ease of doing business” to cut down 
the number of approvals and other red tape required to invest in the oil and gas sector. The 
thrust of the reforms is to generate investor interest and unclog the payments pipeline in the 
matter of the GIDC, where outstanding dues have crossed Rs400bn and become the subject 
of a grinding dispute between private power producers and the government. 
 
Now we will wait to see how the power sector responds to the government’s offer, especially 
with the IPPs. If there is uptake on the offer regarding the GIDC payments, it will be a good 
start, since the matter has already gone into extended litigation. But this solution could be 
short-lived. Next, it will be important to note how much interest the five global companies 
that have been cleared to build the next LNG terminal show in the new framework announced 
by Mr Babar. The government is no longer offering any sovereign guarantees, capacity 
charges or off-take commitments for future LNG terminals, and operators have been told to 
arrange their own buyers, as well as third-party access to pipeline capacity. If interest in the 
proposition is weak, we will know that Pakistan’s LNG markets still have a lot of growing to 
do before the sector can stand on its own feet. 
 
Missing in all this is any mention of price reform, especially for domestic gas. The growing 
role of LNG in Pakistan’s economy is forcing some pricing reform of its own, but until a 
more comprehensive shift towards greater market based pricing of the precious resource is 
not brought about, the true potential of private sector investment in the gas sector will not be 
unlocked. Granted this is likely to make gas more expensive, reflecting its true cost rather 
than a subsidised one. But without this price reform, easing the path of approvals for new 
investors, and facilitating one-off settlements of outstanding payments, will have limited and 
short-lived impact. The gas sector is in the midst of a critical transition as LNG imports grow, 
and it is important that the government’s hand is not being driven by the force of 
circumstance when navigating the new terrain it has entered. 


