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SUMMARY FOR THE CABINET
Subject: OIL REFINING AND MARKETING POLICY 2020

In October 1997, the Government of Pakistan (GOP) issued Petroleum Policy 1997 which
also provided various policy incentives, including the refinery pricing formula, for upcoming refineries in
the country. However, considerable time has lapsed since the said Policy was framed. Due to the
changing environments for refining business in the world as well as in our country, the policy focus has
shifted in the preceding years to self-sustainability of the refineries based on techno-commercial
viability, quality and standards, optimal value addition and environmental concerns.

2. Accordingly, critical developments such as deregulation and commercialization of the
refining industry occurred which were followed by some important decisions of the Economic
Coordination Committee (ECC) of the Cabinet taken in the recent past. These developments warrant a
thorough revision in the provisions of the Petroleum Poli”® 1997 relating to the downstream oil refining
and marketing sector. Relevant extract from the Petroleum Policy 1997 is placed at Annex-A.

3. Petroleum Division has prepared a draft oil Refining and Marketing Policy 2020 in
consultation with oil industry and other stakeholders. The Prime Minister's Task Force Energy has also

been consulted in the matter.

4, Accordingly, the draft Oil Refining and Marketing Policy 2020 may be approved as per
Annex-B for implementing the reform program pertaining to the downstream oil sector.

5. The Summary is being circulated to the Ministry of Finance, FBR, M/o Planning
Development & Reform, M/o Defence, M/o Industries & Production/Explosives Department, Bard of
Investment, M/o Climate Change, M/o Railways, M/o Communication, M/o Maritime Affairs and OGRA.
Their views/comments are attached at Annex-C (to be added later).

6. Approval of the Cabinet is solicited for proposal contained at para-4 of the Summary.

7. The Minister for Energy (Petroleum Division) has seen and authorized for submission of
the summary to the Federal Cabinet.

MIAN ASAD HAYAUDOIN
SECRETARY
ISLAMABAD
07-07-2020
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3- OIL REFINING AND LUBES
REriNERIES

31

?.2

Urolaum Policy 1997

i1/

No permission is required for setting up new refineries or for expanding the existing
ones.

3.1.2 Import parity price formula for new oil refinery projects has been linked to a market
related mechanism of refined products’ prices based on Singapore Mean FOB spot,
price alongwith all applicable local charges as detailed in Annexure-X. There will be
no minimum Rate of Return guarantee for new refinery projects. In addition the
petroleum refinery investment will be included in the package for facilitation and
incentives in the Investment Policy to be announced shortly.

3.1.3 The limit of 10-40% on the rate of return for existing refineries will be removed
subject to agreements being executed with the Ministry of Petroleum and Natural
Resources covering development and expansion plans.

3./.4 Other income earned from non-refinery operations can be retained by the refineries.

3.1.5 Import of crude oil will be permitted from any source, subject to price economics after
upliftment of local crude oil if so allocated.

3.1.6 Export of surplus products will be allowed freely.

3.1.7 GOP will not give any product offtake right guarantee. Refineries shall be allowed to
sell products to any marketing company or they can setup their own companies.

i./.fV  Custom/relevant authorities will accept instructions for release of equipment on the
basis of the recommendations of Regulatory Authorities.. Import duties and taxes will
be payable as per applicable SROs.

LUBES

3.2.1 Lube products will remain free from price control.

3.2.2 No permission will be required for establishing lube blending, reclamation, grease and

wax plants except registration for quality check based on the following:-

3.2.2(i) Certification of HDIP that plant is technically sound to produce products
of approved specifications.

3.2.2(H) Technical services agreements will be executed with HDIP except in
respect of plants owned by or set up in collaboration with oil marketing
companies/muiti-national oil companies.
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j 23 To have more effective quality control, all existing reclamation plants (other than
those owned by or having collaboration with oil marketing companies or multi
national oil companies) will be required to enter into technical services agreements
with HDIP by 30™ June, 1998.

3.2.4 Investors will be free to procure raw materials from local or foreign sources, if not
available locally.

3.25 Used lubricating oils will be sold only to registered reclamation plants operating in
accordance with the prescribed guidelines.

Petroleum Policy 1997
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The commission of the Oil Marketing Companies(OMCs) and dealers will be reviewed and
adjusted annually by the GOP. if necessary, to enable them to invest in the constmction of
commercial POL storages, logistics and allied facilities for which a specific linkage would be
stipulated. Improved margins and infrastructure will also help to eliminate short
measurements, adulteration and other malpractices.

4.2 RETAIL OUTLETS

Development of retail outlets will be left to the OMCs subject to environmental and safety
rules.

43 QUALITY CONTROL

Anti Adulteration Law will be introduced by June,, 1998 for strict quality control and
A, enforcement.

4.4 import duties and taxes will be payable as per applicable SROs.

Petroleum Policy J997 m
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5- INFRASTRUCTURE DEVELOPMENT

Tariff for new white/biack oil pipeline projects will be determined based on competing
options of transporting the products by road or rail.

5.2 A storage surcharge of Rs. 0.10 per liter will be imposed on POL products for construction of
strategic storages through NLC or OMCs for a 45 days cover by the year 2000.

Import duties and taxes will be payable as per applicable SROs.I :

Petroleum Policy 1997

Page 11



Directorate General (OH)
Ministry of Energy (Petroleum Division)
Government of Pakistan



Table of Contents

1 BACKGROUND.......ccutiuititteie st este sttt e st ste e e e e s te e e e st eseeaseeeeeseesbeeseesae s eenseesaeseeenseseenteaneeneeansensnenneneeanens |
2. POLICY OBUECTIVES. ... e ceeiteiieseeiee sttt et ettt e nae st ente s ste e e saeeseestenseesteaseenteensenseentenneeneesneenneanennenns 1l
3. OIL REFINING......oitieieet et se et 1

A)  General Policy FOr Oil ReFINING SECTOT .......cvuuiveevieesessssecsesssess e ssess s ss s s s s st j

B) Incentives for Setting-Up New Oil Refineries and Expansion/Upgradation of Existing Oil Refineries................... 2
5 MARKETING & DISTRIBUTION. ...eiitti ittt ettt sttt sttt sttt a et s e et e e s sea e staessb e e be e e naetaesnaeenteesnee s 10
6 INFRASTRUCTURE DEVELOPMENT ...ccuttiiit ittt et ste ettt ettt et e ae ettt entaesnea e ntaesnneenbaeanaeenneenens 15
7 POLICY APPROVAL, VALIDITY & IMPLEMENTATION. ...ccitit ittt esiee ettt sne e snaeenee e 19
ANNEXURE (1) - PREVAILING PRICING MECHANISM FOR EXISTING REFINERIES.........cccovviviineneviceeeresieerese e 20

PrOAUCT IMAKE UP UNGEE IPP FOIMUIAL cvvv..eeveeeeeeeeeeeeeeeeeseeseeseeeseeeeeeeseeees e eees eeeeessssesesessessseeseses e eseseeeeees s eesseseeseseneeees 22
ANNEXURE (Il) - PROPOSED MODIFICATIONS IN PRICING MECHANISM ......cccoiiiiiiiieniiieieeeeeie e e 23

ANNEXURE (lIl) - CRITERIA FOR ESTABLISHMENT OF OIL MARKETING COMPANIES (OMCS).......covevrerrereiiirnnnnns 24



1. BACKGROUND

About 31% of Pakistan energy requirements are met by oil. The role of the downstream
oil refining and marketing sector in meeting Pakistan's energy needs Is crucial. The refining
sector processes available domestic as well as Imported crude oil to meet the requirements of
refined petroleum products in the country whereas the oil marketing sector ensures availability
of the refined petroleum products to end consumers. A supporting and vertically integrated oil
refining and marketing Infrastructure In the country is also critical as it directly supports oil and
gas Exploration and Production (E&P) activities and value addition utilization of the natural

resource commodities.

In October 1997, the Government of Pakistan (GOP) issued Petroleum Policy 1997 which
also provided various policy incentives, including the refinery pricing formula, for upcoming
refineries in the country. However, considerable time has elapsed since the said Policy was
framed. With the changing environment for refining business in the world as well as in our
country, the policy focus has shifted in the preceding years to self-sustainability of the
refineries based on techno-commercial viability, quality and standards, optimal value addition
and environmental concerns. Accordingly, developments such as deregulation and
commercialization of the refining industry took place which was followed by some important
decisions of the Economic Coordination Committee (ECC) of the Cabinet taken in the recent
past. All these developments warrant a revision in the provisions of the Petroleum Policy 1997

relating to the mid and downstream oil refining and marketing sector.

The ECC of the Cabinet in its meeting held on 25th October, 2003 approved criteria for
establishment of new Oil Marketing Companies (OMCs). The basic purpose behind this initiative
was to attract Investment, create competition and achieve efficiencies in the oil marketing
sector. Under the ECC approved criteria, about 25 new OMCs have been granted marketing

licenses, while more than 30 applications for marketing licenses are under process with OGRA..
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However, some practical insights gained from the experience in this sector necessitate some

revisions in the criteria for the OMCs.

Strategic Petroleum Reserves (SPR) is an important component of any government
policy package aimed at coping with fuel supply disruptions In the wake of national
emergencies. The issue needs to be seen In a wider context than just supply disruptions. This is
particularly important given that building up of oil stocks require significant capital outlays that
have a high opportunity cost in view of competing economic priorities and limited resources
available to the Government. Therefore, the cost of building and holding strategic stocks needs

to be balanced against the benefits and the risks faced by the country.

Many countries including developing countries such as India, China and Kenya keep
strategic stocks. It is high time for Pakistan to arrange strategic stocks for security of the
supply. Accordingly, there is a compelling need for Pakistan to formulate a specific policy for
maintaining strategic stocks so as to enhance the state of readiness in the event of any major

oil supply crises.
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2.

POLICY OBJECTIVES

The objectives of this policy document are to augment the enabling framework to;

2.1

2.2.

2.3

2.4

2.5

2.6

2.7

Gradually achieve self-reliance in petroleum refining requirements of the country and
reduce dependence on imports by incentivizing local and foreign investment in new

refinery projects

Provide matching oil refining and marketing infrastructure to support enhancing E&P

activities

Facilitate and monitor modernization and up-gradation of existing refining capacity in
the countryfor their long run commercial viability and seIf-sustainabiIity»Qy achieving the

required technological advancements

Facilitate production and marketing of high quality, competitive and environmentally

friendly fuels to end consumers

Attract technically capable and financially sound players in the oil marketing sector of

the country

Introduce policy provisions in order to ensure enhancement in existing oil storage

capacity and corresponding investment therein

Introduce the policyfor development of Strategic Petroleum Reserves (SPR) so as to
enhance the state of readiness and security of supply in the event of a national

emergency.
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3.

A)

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

OIL REFINING

General Policy for Oil Refining Sector

A single license from Oil & Gas Regulatot7 Authority shall be required in
accordance with the Pakistan Oil {Refining, Blending, Transportation, Storage and

Marketing) Rules 2016 for construction and operation of the refinery.

The Import Parity Price Formula of refineries shall be a market related mechanism of
refined products prices based on Arab Gulf Mean FOB spot price or Singapore Mean

FOB price, if not published at Arab Gulf Market.

Existing pricing mechanism for refineries is given at Annex-1. Proposed modifications
in the existing pricing mechanism, to be effected in a gradual manner, are given at

Annex-Il.

There will be no minimum Rate of Return guarantee for new and existing refinery
projects, while capping for payment of dividends by refineries shall continue till the

full deregulation of ex-refinery prices.

In future, no hydro-skimming refinery shall be allowed to be installed in the country as

well as no second hand/relocated refinery projects of any sort will be allowed.

After upliftment of local crude oil suitable for local refinery processing if so allocated,
the refineries, without any GOP obligation, shall be free to import crude oil from any

source except prohibited countries.

Refineries will be allowed export of surplus petroleum products.

GOP will not provide any product off take right/guarantee. Only deficit products will

be imported in the country. Refineries shall be allowed to sell products to any
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3.9

B)

3.10

marketing company or they can setup their own marketing and distribution

companies.

Import duties and taxes will be payable as per applicable SROs.

Incentives  for  Setting-Up New Oil Refineries and
Expansion/Upgradation of Existing Oil Refineries

Investments Package "*Categorv-A"

Greenfield Projects:

The incentives in Package A would be applicable to all new state of the art deep
conversion (not second hand/relocated) oil refinery projects of minimum 100,000 bpd

refining capacity to be set up anywhere in the country.

Brownfield Projects:

Expansion/upgradation projects of existing oil refineries for conversion to Deep
Conversion Refineries with the addition of 100,000 bpd or more in the existing refining
capacity. The applicability of the incentives under Incentive Package "Category A" to

the expansion/upgradation shall be subject to following conditions:

a.  To avail the duties/taxes exemption or waiver, as provided in this Category, the
expansion projects of existing refineries shall be based on new state of the art
(not second hand/relocated), plant, machinery equipment, other materials
and spares etc.

B The incentives shall only be applicable to the extent of the expansion
project/investment and not on the existing/old units.

C. The incentives for expansion/up-gradation projects of existing refineries are time

bound and must be availed within five (5) years from the announcement of this
Policy.

Draft Pakistan Downstream Petroleum Policy 2020
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Incentives Package "Categorv-A”

3.10.1

3.10.2

3.10.3

3.10.4

3.10.5

3.10.6

3.10.7

3.10.8

20 years' income tax holiday

New refinery projects and upgradation/ expansion of existing refineries under this
category shall be exempt from the application of the Companies Profits (Workers'

Participation) Act 1968 and Workers' Welfare Fund Ordinance 1971.

Exemption from all duties, taxes, surcharges and levies on import, by the refinery
project, its contractors or any other persons, of all machinery, vehicles, plant and
equipment, other materials and spares and consumables for setting up, operation,

maintenance and repair of the refinery.

Exemption from withholding tax and all other duties, taxes, surcharges, levies and
impost relating to foreign contractors/subcontractors and their personnel in
connection with engineering, procurement, construction, commissioning, operation,

maintenance and repair of the refinery.

Exemption from leviable sales tax and excise duty on supply of locally manufactured

building and construction material, equipment and services for setting up of refinery.

Provision of a pricing mechanism which shall be no less favorable than the prevailing

mechanism.

Facilitation in project infrastructure such as Single Point Mooring (SPM), jetties,
subsea/land pipelines etc. in coordination with various concerned Ministries/

Government entities.

Waiver of applicable Development Surcharge on the value of exports under the
EPZA Rules 1981 in case the refinery project is set up in an Export Processing

Zone.
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3.10.9

3.10.10

3.11

Temporary imports by contractors/sub-contractors of all machinery, vehicles, plant
and equipment, other materials and spares in connection with engineering,
procurement, construction, commissioning, operation, maintenance and repair of the

refinery shall be exempted from all duties, taxes, surcharges and levies on import.

In case of establishing a project in upcountry locations, the imported crude oil
transportation pipelines and Its storages will be an integral part of the refinery project

and will also be eligible to avail all incentives as given above.
Investments Package "Categorv-B”

Greenfield Projects:

The incentives in Package B would be applicable to all new state of the art deep
conversion (not second hand/relocated) oil refinery projects of less than 100,000 bpd

refining capacity to be set up anywhere in the country.

Brownfield Projects:

Expansion/upgradation projects of existing oil refineries for conversion to deep
conversion refineries with the addition of less than 100,000 bpd in the existing
refining capacity. The applicability of the incentives under Incentive Package

"Category B" to the expansion/upgradation shall be subject to following conditions:

a. To avail the duties/taxes exemption or waiver, as provided in this Category, the
expansion projects of existing refineries shall be based on new state of the art
(not second hand/relocated), plant, machinery equipment, other materials
and spares etc.

b. The incentives shall only be applicable to the extent of expansion
project/investment and not on the existing/old units.

c.  The incentives for expansion/upgradation projects of existing refineries are time
bound and must be availed within five (5) years from announcement of this

policy.
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incentives Package "Categorv-B"

3.11.1

3.11.2

3.11.3

3.11.4

3.11.5

3.11.6

3.11.7

Only one time exemption from all duties, taxes, surcharges and levies on import, by
the refinery project, of all machinery, vehicles, plant and equipment, other
materials and spares and consumables for engineering, procurement, construction
and commissioning of the new refinery project or expansion/upgradation of existing ol

refineries.

Only one time exemption from withholding tax and all other duties, taxes, surcharges,
levies and impost relating to foreign contractors/subcontractors and their personnel in
connection with engineering, procurement, construction and commissioning of the

refinery project or expansion/upgradation of existing oil refineries.

Exemption from leviable sales tax and excise duty on supply of locally manufactured
building and construction material, equipment and services for setting up of new

refinery or expansion/upgradation of existing oil refineries.

Provision of a pricing mechanism which shall be no less favorable than the prevailing

mechanism.

Facilitation in project infrastructure such as Single Point Mooring (SPM), jetties,
subsea/land pipelines etc. in coordination with various concerned Ministries/

Government entities.

Waiver of applicable Development Surcharge on the value of exports under the

EPZA Rules 1981 in case Refinery Project is set up in an Export Processing Zone.

In case of establishing a project in upcountry locations, the Imported crude oil

transportation pipelines and its storages will be integral part of the refinery project and will also

be eligible to avail all incentives as given above.

Draft Pakistan Downstream Petroleum Policy 2020
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4.1

4.2

4.3

4.4

4.5

4.6

4.7

LUBES

Lube products will remain free from any price controls.

A license from Qil & Gas Regulatory Authority (OGRA) shall be required in accordance
with the Pakistan Qil {Refining, Blending, Transportation, Storage and Marketing)
Rules, 2016, for construction and operation of a lube oil blending, reclamation, grease

and white oil manufacturing plant.

Lubricant blending/ reclamation/ grease Plants will sell/market their products through
licensed Lubricant Marketing Companies (LMCs). Such lubricant plants will only be
allowed for bulk sale to Industry. In case, they intend to carry out retail sale of their
product or imported finished lubricants, they need to obtain a separate license as a
LMC. All existing OMCs and blending plants with OGRA license for lube blending and

retail sales of lubricants shall be exempted from this separate licensing requirement.

For a LMC, a license from Oil & Gas Regulatory Authority (OGRA) shall be required in
accordance with the Pakistan Oil (Refining, blending. Transportation, Storage &
Marketing) Rules, 2016, for marketing of finished lubricating oil.

A LMC will be allowed to import finished lubricants and base oil (for provision to
licensed lubricant plants), whereas lubricant blending and grease plants will be

allowed to import base oil, if not available locally.

Used lubricating oils will be sold only to licensed reclamation plants operating in
accordance with the prescribed guidelines provided such licensed reclamation plants

are available across the country.

Specifications of finished lubricating oils to be produced by any lubricant oil blending,
reclamation, grease and white oil production plants shall relate to international
standards (such as SAE, ACEA, EMA, JAMA, APl and ILSAC), whose application in the
country would be laid down by the Ministry of Energy (Petroleum Division) from time
to time in consultation with all stakeholders.
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4.8

4.8.1

4.8.2

4.8.3

4.8.4

4.8.5

4.8.6

Renewable Base Oil-Used Lubricant Oil Refining

Used lubricant oil sale, collection, logistics, storage and refining processes in Pakistan
are affecting its air, water and soil leading to severe health issues / diseases. These

processes will be improved / upgraded as per best international practices.

Foreign/local companies shall be encouraged to make investment in building
technically advanced eco-friendly, renewable and sustainable Base Oil/Lubricant
Refineries utilizing the toxic waste oils as major feed stock to be converted into the

highest quality Group 2 & 3 Base Oils and Lubricants for local and export markets.

All sales of used lubricant oil will strictly be prohibited in the open market by
individuals and all public and private legal entities that generate or possess used

lubricant oils.

Used lubricant oil sales shall only be allowed to the proposed Renewable Base
Oil/Lubricant Refineries or new specialized collection and storage companies, duly
licensed by the Ministry of Climate Change. These specialized collection companies
must have a valid used lubricant oil supply contract with the new Renewable Base
Oil/Lubricant Refineries in order to qualify for license from the Ministry of Climate

Change.

OGRA shall notify specific technical standards and refining processes in accordance
with best international practices to be followed by Renewable Base Oil/Lubricant

Refineries.

Existing Lube Oil Refineries and Reclamation Plants shall be given reasonable
timeframe by OGRA to upgrade their facilities for compliance of the notified technical
standards and refining processes. Plants which do not comply with notified standards

after the prescribed timeline shall be forcefully shut down.
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4.8.7

4.8.8

4.9

49.1

49.2

49.3

49.4

4.9.5

4.9.6

Petroleum Division shall notify the specifications of the base oils and other products to

be produced by the Renewable Base Oil/Lubricant Refineries, as per usual practice.

An Inter-Ministerial/Stakehoiders Committee shall develop a regulatory framework for

implementation of policy relating to Base Qil/Used Lubricant Qil market.
Incentives Package for New Renewable Base Oil/Lubricant Refineries

Following incentives would be applicable to all new Renewable Base Oil/Lubricant
Refineries, having minimum 20 million liters/annum refining capacity, to be set up

anywhere in the country.
20 years' income tax holiday

Exemption from all duties, taxes, surcharges and levies on import, by the refinery
project, its contractors or any other persons, of all machinery, vehicles, plant and
equipment, other materials and spares and consumables for setting up, operation,

maintenance and repair of the refinery.

Exemption from withholding tax and all other duties, taxes, surcharges, levies and
impost relating to foreign contractors/subcontractors and their personnel in
connection with engineering, procurement, construction, commissioning, operation,

maintenance and repair of the refinery.

Exemption from leviable sales tax and excise duty on supply of locally manufactured

building and construction material, equipment and services for setting up of refinery.

Facilitation in project infrastructure Including land acquisition in coordination with

various concerned Ministries/ Government entities.

Facilitation for Water, Gas and Electricity Connections along with load requirement.
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4.9.7

4.10

4.10.1

4.9.3

4.9.4

4.9.5

Facilitation for acquiring licenses from OGRA, Ministry of Climate Change, Ministry of
Industries/Explosives Department, Ministry of Defence and Local/Provincial

Government Authorities etc.

Incentives Package for Existing Lubricant Refineries & Reclamation Plants

Following incentives would be applicable to all existing lubricant refineries and
approved reclamation plants for up-gradation and expansion of their facilities for
enabling themselves to comply with government approved product specifications and
technical standards/refining processes within specified timeline. These incentives shall
only be applicable to the extent of expansion project/investment and not on the

existing/old units.

Only one time exemption from alt duties, taxes, surcharges and levies on import, by
the refinery project, its contractors or any other persons, of all machinery, vehicles,
plant and equipment, other materials and spares and consumables for setting up,

operation, maintenance and repair of the refinery.

Only one time exemption from withholding tax and all other duties, taxes, surcharges,
levies and impost relating to foreign contractors/subcontractors and their personnel in
connection with engineering, procurement, construction, commissioning, operation,

maintenance and repair of the refinery.

Exemption from leviable sales tax and excise duty on supply of locally manufactured

building and construction material, equipment and services for setting up of refinery.

Facilitation in project infrastructure in coordination with various concerned

Ministries/ Government entities.

Draft Pakistan Downstream Petroleum Policy 2020



5.1

511

5.1.2

5.2

5.2.1

522

5.2.3

MARKETING & DISTRIBUTION

Marketing Companies" Margins and Dealers" Commission

The process for deregulating the marketing companies’ margins and dealers"
commissions will continue in a gradua | manner with a view to enable them to invest in
the construction of commercial POL storages, logistics and allied facilities for which

OGRA will develop a suitable monitoring mechanism.

Till the complete deregulation of cil marketing companies' and dealers'margins, the
dispensation shall be reviewed on an annual basis inline with the inflation rate /CPlpublished
by the Government of Pakistan. The revision should be effective July 1st i.e. start of each

financial year without further ratification from the ECC/Cabinet.

Retail Outlets

Linkage between retail development and mandatory storage capacity shall be
discontinued. Accordingly, the ban imposed by OGRA on retail development by OMCs
in relation to lack of storage capacity in the regional context shall be lifted. However,
OMCs shall be obligated to work out their storage development plans on regional

requirement and national coverage basis.

Oil Marketing Companies and dealers will maintain an online inventory system in a
phased manner in order to review and monitor stock levels at oil depots and retail
outlets. OGRA will develop a suitable monitoring mechanism In consultation with the

industry.

Safety standards for retail outlets applicable through the Pakistan Petroleum Rules,
1937 shall be revised in accordance with current international standards being

followed.

Draft Pakistan Downstream Petroleum Policy 2020



5.3

54

54.1

5.4.2

54.3

Deregulation

Deregulation process in the oil marketing sector will continue in the gradual and

phased manner. The following steps are envisaged in the next phase:
a. Deregulation/ price rationalization of kerosene 0il/JP-1/JP-8 and light diesel oil.

b. Deregulation of ex-refinery prices and margins of HSD/MS for local refineries and

OMCs in a phased manner.

c. Inorder to encourage competition and efficiency, the IFEM system will be phased
out at a time when the pipeline backbone of the country is completed from
Karachi to Peshawar along with multiproduct movement (Diesel + Gasoline)

leading to substantial reduction in primary freight costs. .

d. Marketing of differentiated products shall be allowed and import of same will be
subject to approved product specification by the competent forum on case to case

basis.

Fuel Specifications

The drive to improve quality/specification of petroleum products in the country will
continue and keeping in its environmental impact, specifications of petroleum
products will be laid down from time to time to keep pace with international

standards.

A road map for improvement of different product specifications shall be developed by
the end of 2021 in consultation with all stakeholders especially refineries as it entails
process up-gradation which is capital intensive in nature requiring necessary

incentives.

In line with the drive for fuel quality improvement, import of Euro-IV (0.005 wt %) /
Euro -V (0.00Ilwt %) HSD and PMG shall be considered as per the regional and global

availability, while the local refineries may gear up production of the same after
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5.4.4

5.5

5.5.1

55.2

553

554

555

55.6

provision of necessary incentives for up-gradation preferably by 2025.

Anti-adulteration laws and competition oriented marketing rules may be introduced in

consultation with the industry.
Petroleum Products' Transportation

Petroleum products' transportation through pipelines will be preferred / encouraged
as per the specified/ applicable standards and economics. OMCs and refineries may

invest in pipeline systems provided that market competition is not compromised.

The Government shall endeavor to increase POL movement through railways on a cost

competitive basis.

All HSE (Health, Safety & Environment} and road transport concerns, especially for
sites in far flung areas shall be addressed in consultation with the industry/ oil

marketing companies.

IFEM system shall be phased out to encourage competition and efficiency.
Furthermore, any increase in the pipeline network would also change the
transportation cost dynamics. Various supply clusters/depots jointly operated nnay be

developed for cost effectiveness and optimization.

The Ministry of Energy (Petroleum Division), in consultation with the Planning
Commission and Ministry of Communications, shall encourage railways for intercity
mass transportation of passengers and cargoes to shift towards fuel efficient

transportation and reduce heavy reliance on Petroleum Products by buses and trucks.

The Ministry of Energy (Petroleum Division), in consultation with the Planning
Commission and Provincial Governments, shall encourage intra-city metro bus /
subways for mass transportation of passengers to shift towards fuel efficient
transportation and reduce heavy reliance on Petroleum Products by buses, cars and

motorcycles.
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5.6

5.6.1

5.6.2

5.6.3

5.7

5.8

New Oil Marketing Companies

Establishment of new oil marketing companies in the private sector will continue in
accordance with the Government approved Criteria, as spelled out at Annexure-Ill

subject to following modifications:

New companies shall make investment of Rs 4 billion or more, in infrastructure
development within the first three years. They shall have minimum upfront equity of

Rs 500 million in the shape of Paid-up-Capital, at the time of the application.

New companies must construct minimum storage of 20,000 MT each for diesel and
petrol or storage equivalent to 20 days' sale (average of last 12 months on country
level basis) at/around IFEM locations, whichever is higher, for a confirmed marketing
license. A mechanism may be developed to complement the above mentioned
requirement by accounting for stocks held by each OMC in pipeline, rail tank wagon,
tank lorry in transit to depots and retail outlets across the country at any point in time
to determine cumulative stocks and days' cover. New companies, after developing
storage can start marketing activities to the extent of the province/area, where they

have completed the said facility. This will be applicable to existing companies as well.

OMCs shall be encouraged to develop retail outlets across the country based on
market dynamics along with facilities for public in accordance with applicable

laws/rules for retail outlets and/or specific regulations issued by OGRA.

Inter OMC sales of petroleum products will not be permitted without prior approval of

the Regulating Authority.

All OMCs shall maintain stocks equivalent to 20 days' sale (average of last 12 months
on country level basis) of petroleum products or as may be specified by the authority
from time to time. A mechanism may be developed to complement the above

mentioned requirement by accounting for stocks held by each OMC in pipeline, rail
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tank wagon, tank lorry in transit to depots and retail outlets across the country at any

point in time to determine cumulative stocks and days' cover.

5.9 Import duties and taxes will be payable as per applicable SROs.
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