
INCENTIVE BASED REGULATION (IBR) is a framework for gas facility tariff with built-in incentive to improve 

efficiency without sacrifiying quality of service utilities and the effectiveness of gas facility tariff 

determination proses.

1. Tariff regulation method (Primary Philosophy)
Hybrid Approaches: A revenue cap and volume risk 
sharing is used.

2. Length of regulatory period
Regulatory period – 3 year

3. Revenue requirement approach 
Building block model

4. Tariff changes within regulatory period
Yes

5. Tariff design
Postage stamp

6. Regulatory Asset Base Calculation
Historical cost

▪ Based on 
efficiency 
carry-over 
scheme

Base Tariff Annual Revenue 
Requirement

Demand                                  
(Reserved Firm Capacity)

▪ Return sets at cost of capital
▪ Costs are subject to stringent review by the 

regulator

▪ Incentives and penalties apply for 
efficiency gains and losses

▪ Efficiency sharing mechanism between 
licensees and customers

Allowed 
return

Regulated 
asset base Opex Depreciation Tax & 

Others

Fair and reasonable return to 
enable continued investments in 

the system 

Increase efficiency

Efficiency carry 
over amount
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7. Incentive Mechanism 
Provisions
Yes

Gas Facility Tariff Regulation

Section 13, Gas Supply  Act 
1993 [Act 501]

Empower Suruhanjaya Tenaga
to review and determine the
gas facility tariff with approval
by the Minister.

Current Policy

Incentive-based Regulation
framework for gas facility tariff 
is to review, determine, 
implement and enhance the 
effectiveness of gas facility 
tariff determination process.

Objective

To determine, regulate and 
implement an effective tariff 
determination process in order 
to achieve reasonable pricing of 
gas facility, as well as ensuring 
financial viability of licensees in 
accordance with rules and 
regulations under the Gas 
Supply Act 1993.
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