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gas suppliers including its own Special Purpose Vehicle to do marketing of gas if it so 
desires to create such a SPV. It can recover the mandated or quoted gas 
transportation tariff from each one of above gas suppliers including its own SPV. 

PNGRB should, therefore, recuse itself from conferring any regulatory recognition on 
a term like "marketing exclusivity" which has been planted into the thought process of 
the regulatory body by a lobby of such entities who have won lucrative CGDs in the 
past by quoting Network and CNG compression tariff of Re 0.01 per MMBtu and per 
kg respectively. Nearly 50 (fifty)_ CGD projects have been won by these bidders by 
virtue of extremely low quotes of 0.01 Re /unit during the past 6/7 years. Accordingly, 
such bidders cannot demand more than 0.01 Re /MMBtu towards network tariff or 0.01 
Re /kg towards CNG compression from a third entity that may like to use the network 
for supplying gas to the consumers identified by it. Revenue to the authorized entity 
from third party access will be virtually insignificant for which it has to blame itself for 
quoting so low figures just to win a CGD area. Therefore, this lobby has its own vested 
interest to ensure that third party accesses to their networks are delayed as long as 
possible by introducing marketing exclusivity. Obvious motive behind seeking 
"marketing exclusivity period' is not based not any merit - it is to deny a consumer its 
right to purchase gas at a reasonable price by choosing a gas supplier of his choice 
from a lot of gas suppliers entitled to have access to a CGD network on a non
discriminatory basis as soon as network becomes functional. "Marketing exclusivity" 
will therefore encourages a non-competitive regime in CGD sector. It will give rise to 
'restrictive trade practice' as spelt out u/s (2) (zip) of PNGRB Act. 

Therefore, marketing exclusivity cannot be introduced just to protect the interest of 
such irrational bidders who have in the past committed the folly of quoting minuscule 
tariff and have won the CGDs by virtue of that very folly. PNGRB should refrain from 
pursuing the agenda of these irrational bidders and disallow any sort of marketing 
exclusivity. 

As may be seen from the following table, revenue of the CGD entity (network builder 
& operator wing) from tariff stream is no way affected if the business of the CGD entity 
is effectively unbundled to prevent cross- subsidization. Referring to the table, revenue 
as accruing to the CGD entity as a network operator is not affected any way even if 
there are more than one entities making use of the network for distributing gas. The 
CGD entity has got two different streams of revenues - one from quoted tariff 
(regulated) and other from marketing margin from sale of gas as a commodity (non
regulated). Of course, separate accounts are required to be maintained for both to 
prevent cross -subsidization. 

It may be noted that once marketing business is effectively unbundled, say, through 
creation of a suitable Special Purpose Vehicle by the authorized entity, then this SPV 
will be treated as a virtual Third party and so liable to pay to its network operator wing 
transportation charges at mandated tariff for gas volume distributed by it through the 
network. The said SPV will enjoy freedom to maximize its gas sale volume by keeping 
delivered cost to the consumers at an attractive level as compared to other competing 
entities in the loop (E-1 &E-2). Same way, entities E-1 & E-2 will strive to maximise 
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their revenues by way of marketing margins by selling more and more gas by attracting 
more consumers to them by offering gas at a more reasonable cost. Such an access 
to the network will foster a healthy competitive environment in CGD sector and benefit 
the consumers. 

This approach which is indeed based on the basic objectives and principles enshrined 
in PNGRB Act has, for some unknown reasons, not been practiced in CGD space as 
yet but CERC, the regulator for distribution and transmission network for electricity, 
has been following this practice for quite some time as quoted above. PNGRB must 
follow now. EU Third Energy Package that has been in force since 2009 and which 
has already been adopted by most of the nations under the European Union, accords 
lot of importance to unbundling of businesses of network operator and Energy supplier 
/traders to bring about greater transparency and benefits to the consumers. 

Table -1: REVENUE FROM NETWORK TARIFF ACCRUING TO AUTHORIZED 
CGD OPERATOR 

Entities using CGD Network 

Gas marketing wing created 
by authorized entity as a SPV. 

Authorized Entity Network operator wing of 
authorized entity 

Access to third party -
Entity, E-1 

Access to third party -
Entity, E-2 

Annual 
Gas Sale 
volume 

A 

Not 
applicable. 

B 

c 

Tariff per unit as 
quoted by 

authorized entity 

T 

T 

T 

Total Annual 
Revenue to 

Network operator 
from tariff 

A"T + B"T + C"T 

Accordingly, there is no such thing as market exclusivity under the Act • any 
authorized CGD area is a common carrier from the date of authorization and its 
network is entitled for an unbridled access by third parties as soon as a network 
becomes functional. PNGRB should therefore remove a term like "marketing 
exclusivity" from the draft regulation. 

"Marketing Exclusivity" as appearing anywhere in other sections in the draft 
regulation should be removed appropriately to conform to the comments herewith. 
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