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MISIF Strongly Objects To Natural Gas Price Hike  

Over Next Three Years by Gas Malaysia Berhad 

 

The announcement by Gas Malaysia Berhad on 28 December 2016 on the 

revision in the base tariffs for natural gas for the Peninsular Malaysia’s non-

power sector from 1 January 2017 to 31 December 2019 has reference. The 

announcement highlighted that the Government has prescribed the Incentive 

Based Regulation framework which sets the Base Tariffs for a Regulatory 

Period of three years and allows changes in the gas costs to be passed 

through via the Gas Cost Pass Through mechanism every six months. 

 

The Malaysian Iron and Steel Industry Federation (MISIF) is of the view that 

the tariff rebate of RM0.40/MMBtu applicable for the January-June 2017 period 

which translates to an average effective tariff of RM26.31/MMBtu is just a 

meagre reduction of 2.74% from the previous average tariff. More worrisome 

is the fact that there would be an overall increase of about 23% over the next 

three years. This is certainly a very discouraging decision by the Government 

on high energy-consuming manufacturing entities in the iron and steel 

industry. 

 

We wish to recall our press statement issued on 1 July 2016 whereby we 

highlighted that over the last two years (May 2014 – July 2016), the natural gas 

tariff had increased five times, from RM16.07 per MMBtu to RM27.05 per 

MMBtu, a staggering increase of RM10.98 per MMBtu or 68%. The new average 

base tariff as announced would effectively mean that come July 2019, the 

natural gas price would have increased by an astounding 104% over a five-

year period. 

 

This overall and unprecedented steep increase in natural gas price would 

invariably impose more pressure on production cost and affect the viability 



and competitiveness of the domestic iron and steel industry. The domestic 

iron and steel industry is still facing intense competition and high influx of 

imported steel products from all over the world.  

 

Malaysia, like the rest of the world, could not avoid the pressure of iron and 

steel imports from China. For the domestic iron and steel industry, 2016 has 

again been marked by intense competition from cheap imports, particularly 

from China. The total Malaysian iron and steel imports this year is expected 

to reach a record 8.60 million MT (7.92 million MT in 2015) with China alone 

contributing 40% (3.45 million MT) of the imports. The increase in natural gas 

price will continue to adversely affect our competitiveness in the international 

markets and severely jeopardize our exports of steel products which is also 

expected to continue with its declining trend (2.34 million MT in 2015 to 2.10 

Million MT in 2016). 

 

The reduction in the average tariff rebate for January-June 2017 offers token 

relief to the steel industry. This could not compensate our disappointment on 

the overall increase over the next three years as announced by Gas Malaysia 

Berhad. We strongly object to this increase and reiterate our call to the 

Government to adopt a moratorium of any increase in natural gas price for at 

least the next two years.  
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