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further to amend the Natural Gas (Development Surcharge) Ordinance,

1967

WHEREAS it is expedient to amend the Natural Gas (Development Surcharge)

Ordinance, 1967 (l of 1967) for the purposes hereinafter appearing;

it is hereby enacted as under: -

l. Short title and commencement. - (l) This Act may be called the Natural Gas

(Development Surcharge) (Amendment) Act, 2026.

(2) It shall come into force at once.

2. Amendment of section 2, I of 1967.- (l) ln the Natural Gas (Development

Surcharge) Ordinance (I of 1967), hereinafter referred to as "the said Ordinance", in

section 2-

(a) after the word "context" the following new clause shall be inserted, and the

existing clause (l), shall be re-numbered as clAuse (IA), namely:-

"(1) "Authority" means the Oi1 and Gas Regulatory Authority established

under Oil and Gas Regulatory Authority Ordinance, 2002 (XVII of
2002);

(b) in clause (3), for the words "fixcd salc price", the words "sale price" shall

be substituted; and

(c) for clauses (4), (5) and (6), the following shall be substituted, namely:*

(4) "late payment surchargeri means late payment surcharge prescribed

under sub-section (3) of section 3;

(5) "natural gas" means gas obtained frorn bore holes and wclls consisting
primarily of hydrooarbons;
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(6) "negative differential margin" mer*s the amount by which prescribed

price exceeds the salc pricc:

(7) "OGRA Ordinance" means the Oil and Gas Regulatory Authority
Ordinance,2002 (XVil of 2002);

(8) "prescribed price" means a price or the amount which a company is

entitled to receive from its consumer either in order to achieve its totai

revenue requirement or under petroleum concession agreement or any

other gas pricing agreement executed with the Govemment. as

determined and notified by the Authority pursuant to the provisions of
OGRA Ordinance, 2002 and the rules made there under; and

(9) "sale price" means the price, inclusive of all applicable tariffs, as

declared by the Federal Government for specific companies or

categories of consumers, in accordance with the provisions of the

OGRA Ordinance and rules made thereunder.".

3. Amendment of section 3o Ordinance t of 1967:- In the said Ordinance, in

section 3, for sub- section ( l) the following shall be substituted, namely: -
"(l) Every company shall collect and pay to the Federal Govemment a

development surcharge equal to diflbrential margin in respect of natural gas

sold by it to its consumers in a rnanner as prcscribed by rules:

Provided that if the negative differential margin emerges, the amount

of development surcharge shall not becomc payable but, at the close of the

financial year and alter incorporation of final tarilf adjustment determined by

the authority, the Companies shall re-calculate the natural gas development
surcharge liabiliti, r€-asscss thc colicction statiis of final natural gas

development surcharge accrued and deposit thc differential margin into

Government treasury within one month of determination of the final revenue

requirements by OGRA:

Provided further that for the company if the natural gas development
suroharge emerges as negative differential margin, the cornpany shall deposit
the adjusted differential margin calculated by deduction of negative
differential rrargin from the diff'erential marginl
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Provided also that the diff'erentiai margin is available for such

adjustment. However, in the evett there is negative differential margin but
insuffrcient differeotial margin for fuI1 adjustment then such balance of the

negative diflerential margin shall be canied forward by the company in the

next financial year fbr adjustmcnt against differential :nargin.

Notwithstanding anything to the contrary contained in this Ordinance and the

rules made thereunder, the adjustment of negative differential margin made

by a company prior to the date of commencement of the Natural Gas

(Development Surcharge) (Amendment) Act, 2025 ( Of 2025) shall be

deemed to have been validly made arrd adjusted under the provisions of this

Act,".

4. Substitution of section 5, Ordinance No.l of 1967.- In the said

Ordinance, for section 5, the following shall be substituted, namely: -
"5. Notice of default etc.(l) Where a consumer defaults in payment of

development surcharge to the company for a continuous period of six months,

the company shall serve a notice of default, requiring the consumer to pay

the default amount along with late payment surcharge within one month of
receipt of the notice.

(2) In case a consumer fails to pay the amount as provided in sub-section

(l), thc natural gas supply to such consumer shall be disconnected by the

company:

Provided that if such consumcr makes a payment of sixty percent ol
the default amount along with late payment surcharge within six months of
receipt of notice of default, the natural gas supply shall be restored by the

company rvith the condition that balancc forf,v percent amount shall be paid

by the consumer within thirty days.

(3) Where a consumer fails to rnake payment pursuant to sub-section (l)
and (2), the gas supply to such consumer shall remain disconnected till such

time consumer makes payment of default arnount along with late payment
surcharge:

Provided that sub-sections (1) to (3) shall be applicable on thc
consumers of companies listed in the Schedule to this Ordinance.".
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5. Amendment of Schedule, Ordinance I of 1967,- ln the said Ordinance,

in the Schedule-

(a) in entry 2, for the word "Northem" the word "Southern" shall be

substifuted;

(b) in entry 3, for the words "Gas Company" &e word "Energies" shall be

substituted; and

(c) for entry (5), the following shall be substituted, namely:-

u5. Oil and Gas Development Company Limited (OGDCL)".

Statement of Obiects and Reasons

The Natural Gas (Development Surcharge) Ordinance, 1967 was promulgated
to provide for the lely and collection of development surcharge on natural gas,

based on the differential margin between prescribed price and sale_. pgice. Over
time, the regulatory and pricing 

'fraiirework of the gas sector has evolved.
particularly with the establishment of the Oil and Gas Regulatory Authority
(OGRA) under the OGRA Ordinance, 2002, which now determines and
notifies gas sale prices and revenue requirements.

2. In view of the evolving regulatory regime, certain anomalies have emerged
in the implementation of the existing law. These include lack of clarity in
definitions of sale price and prescribed price, absence of provisions to address
negative differential margin where prescribed price exceeds the sale price,
issues relating to recovery of accumulated development surcharge and late
payment swcharge towards the consumers i.e., power plants and enlbrcement
provisions including disconnection ofgas supply in case ofpersistent default in
payment of surcharge. The existing legal framework also does not adequately
cater for adjusffnent mechanisms when differential margin emerges as negative.

3. In order to address the aforesaid issues, it is considered necessary to amend
the Natural Gas (Development Surcharge) Ordinance, 1967 so as to align it
with the prevailing regulatory framework for the reasons stated above.

-il\t [L u,,,,.+
(Mr. Ali Pervaiz Malik1---

Minister for Petroleum Division,
Ministry of Energy

Government of Pakistan

Islamabad, the o,! June, 2026
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