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Hope you all are doing well and in good health, especially in these difficult times.
We are pleased to inform that PNGRB has notified the Gas Exchange Regulations
recently. This is certainly a positive development and will help mobilise the market and
accelerate the pace of gas trading.
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The regulations would help in bringing clarity and offer guidelines around different
areas of gas trading. We view this as an important step towards increasing credibility
and trust among participants for gas markets, and thereby for IGX, establishing it as a
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regulated entity. We are also positive about draft regulations being announced related
to transportation tariffs and pipeline access, which will certainly provide a fillip to the
sector’s growth.
There is considerable latent demand for natural gas that can be realised by boosting the
delivery infrastructure and regulatory and tax framework. As this edition’s article from
the IGX team mentions, facilitating greater adoption of natural gas can potentially boost
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overall consumption.
We hope you find this edition of Gas Connect interesting and useful. We look forward to
your continued support, as always.
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Industry Highlights - August
2020
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With regards,
Rajesh Kumar Mediratta
Director, IGX
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REGULATORY UPDATES
PNGRB (Petroleum and Natural Gas Regulatory Board) issues Gas Exchange Regulations, 2020
The Petroleum and Natural Gas Regulatory Board notified Gas Exchange Regulations to regulate the establishment and operation of
the Gas Exchange on September 25, 2020. Key takeaways of the regulations are as follows:
S.
No.
1.

Area

Key Points/Highlights

Market Design
a. Products

The Gas Exchange Regulations shall apply to the following set of contracts:
a. Delivery-based contracts for natural gas or liquefied natural gas (“LNG”) transacted on the Gas
Exchange•

Day-ahead contracts

•

Intraday contracts

•

Term-ahead contracts

b. Pipeline capacity contracts
c. Any contract for trading of natural gas or LNG, including those with price linkage to other
established markets or reported indices either in India or otherwise.
d. Derivative, forward and future contracts for natural gas or LNG as and when PNGRB is
empowered, the Board may extend applicability of these Regulations, with or without
modifications
b.

Price discovery

•

The bidding mechanism can be auction and/or continuous trade process

mechanism

•

Price discovery mechanism shall ensure fair, neutral, competitive, and efficient prices

c. Delivery
procedure

•

Incorporation of System Operator (NGGMS)

•

The scheduling and delivery of contracts on Gas Exchange shall be in accordance with the
Access Code

d. Membership

Membership in Gas Exchange shall be of the following categories:
I.

Trading Members

II. Clearing Members
III. Trading and Clearing Members
IV. Proprietary Members
2.

3.

Shareholding Pattern of Gas Exchange
•

Member shareholding (directly or indirectly) limited to 5%

•

All members aggregated shareholding limited to 49%

•

Promoter/Non-members shareholding at 25%

•

>25% allowed for first 5 years only

Governance Structure
Composition of the Board of Directors:
a. Independent Directors;
b. Other Directors, including Whole-time Directors if any, and
c. A Managing Director.
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•

Independent Directors shall not be less than other Directors

•

No trading member shall be on Board of Directors

•

Appointment of Independent Directors to be approved by the Board

PNGRB issues Draft Regulations for Determination of Transportation Rate for CGD and Transportation Rate for CNG, 2020
As per draft regulations, the CGD entities (whose marketing exclusivity is over) shall publish following two types of tariffs on periodic
basis for the new players intending to book transportation capacity along the network 

Transportation rate for CGD (for supply to non-CNG customers like industries, hotels, etc.)



Transportation rate for CNG in a CGD network (for supply to CNG retail outlets)

The transportation tariff shall be calculated based on the principles specified in the regulations, by assuming a post-tax rate of return
of 12% to the service provider, on normative level of capital employed and operating expenses on that CGD network.
METHODOLOGY
The entities must maintain year-wise data for three years, with the following details, for the calculation of Transportation Tariff:
1. Fixed asset and depreciation details against the following heads:
a. City Gas Station (inclusive of Land, Building and Plant & Machineries, etc.)
b. City Gas Distribution Network (inclusive of pipelines up to CNG stations and related infrastructure like SCADA, Cathodic
Protection, etc.)
c. Online Compressors for CNG (inclusive of booster compressors, related equipment and 15% additional land)
This data shall be used for calculation of Average Net Block and Depreciation for the Year.
2. Working capital deployed in the network
3. Operating cost (including consumable, utilities and salaries, etc.) for following two categories:
a. CGD (including City Gate Station and Networks)
b. Online compressor for CNG, separately
4. Volume of Natural Gas Transported in pipeline against the following categories:
a. CGD Network (Residential, Commercial & Industrial)
b. Online Compressor for CNG
The Cost of Service (CoS) by the CGD Entity shall be calculated based on the data related to respective Average Net Block,
Depreciation, Operating Cost and Working Capital, for both CGD as well as CNG facilities. Then the Transportation Tariff shall be
calculated on weighted average basis for both the categories of CGD and CNG, by dividing the relevant Cost of Service with the
respective Volume of Natural Gas Transported.
The comments/suggestions on this draft regulation are to be sent to PNGRB by October 14, 2020. PNGRB plans to conduct an
“Open House” with the entities/other stakeholders, including those who have submitted comments on October 16, 2020, at 3:30 pm,
through video conferencing.
PNGRB (Petroleum and Natural Gas Regulatory Board) signs a Memorandum of Understanding with ASME (American Society of
Mechanical Engineers)
https://www.pngrb.gov.in/pdf/media/PressRelease20082020.pdf


This MoU has been signed as an initiative of the U.S.-India Gas Task Force – Regulations and Markets sub-committee
constituted under the U.S.-India Strategic Energy Partnership between the Ministry of Petroleum and Natural Gas, India and US
department of Energy for the bilateral energy cooperation.
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Speaking on the occasion, Mr. S. P. Garg complemented PNGRB and ASME for finalising the MoU, which would facilitate in
development of world-class pipeline infrastructure as well as creation of pool of certified personnel for its safe and efficient
operations.



This MoU has been established to develop joint collaboration between ASME and PNGRB to:
a) Facilitate communication between two organizations
b) Avoid duplication of work efforts where possible
c) Develop knowledge of the standards/regulations and conformity assessment systems
d) Draw on ASME’s Standards expertise to further standards, certification and regulatory development for conformity
assessment and inspection in Oil & Gas sector within India.

PNGRB issues guidelines for consideration of ‘Force Majeure’ in CGD Networks
A summary of the proposed guidelines:
When an entity authorised in respect of a CGD network is unable to perform its work program due to a force majeure event, as
defined in Regulation 2(1)(ga), it shall take the following steps and the following procedure shall be adopted by the Board:



a) Within 15 days from the date of occurrence of the Force Majeure event, the entity shall inform the Board giving full particulars.
b) Within 15 days of the date on which the event of Force Majeure ends, either in whole of the area where the Force Majeure had
occurred or part thereof, the entity shall inform the Board the date of termination.
PNGRB may ask the entity to submit any further information deemed necessary by it in order to verify the claim of the entity.



 No request for allowing Force Majeure shall be considered for events/occurrences that are not covered in the definition of “Force
Majeure” under relevant bid document or Regulation 2(1)(ga) of CGD Authorisation Regulations.
 It also needs to be clarified that securing permissions from statutory/local/other authorities of any Government or Government
agencies is the prime responsibility of the CGD Entities. Hence, delays on this account cannot qualify as “Force Majeure.”

IGX TRADING UPDATES - SEPTEMBER 2020
IGX Trade Details in MMBTU
Product

Buy Bids

Sell Bids

Daily

131600

70500

Weekday

103500

Weekly

210000

22400

Fortnightly

136400

4500

Monthly

101300

89900

Total

682800

187300
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Cleared Volume

-

3000

3000

REALISING LATENT DEMAND OF NATURAL GAS CAN FURTHER
DRIVE INDIA’S GROWTH
- By Saroj Mohapatra, Indian Gas Exchange Limited
Natural gas is not only a more popular fuel given its many

global average stands at 24%. In fact, in a developed economy

inherent advantages such as lower greenhouse gas emission,

such as UK, natural gas contributes to about 50% to the energy

but also a feedstock for certain segments of the manufacturing

mix. Looking at the examples globally as well as within India,

sector such as fertilizer, chemicals and steel. There is a

adoption of natural gas can contribute to overall economic

considerable latent demand for natural gas that can be realised

growth of a region.

by boosting the delivery infrastructure and regulatory and tax
framework. Facilitating greater adoption of natural gas can
potentially boost overall consumption.
Gujarat is a great example of a state that has successfully
leveraged natural gas as a growth engine, with 2.1 million
PNG connections, 636 CNG filling stations, and a close to
million natural gas vehicles running on its roads. In 2007, the
Government of India declared four locations in the country as
Petroleum, Chemicals and Petrochemicals Investment Regions
(PCPIR). These were Dahej (Gujarat), Paradeep (Odisha),
Visakhapatnam (Andhra Pradesh) and Cuddalore (Tamilnadu).
The PCPIR set up in Dahej acts like an anchor customer for the
gas infrastructure in Gujarat. The units housed in the region
are either connected to the trunk pipelines or CGD companies
for their gas requirements. The region has become one of the
fastest growing industrial hubs of the country, having attracted
more than INR 1 lakh crore investments.
The other PCPIRs, namely Paradeep, Visakhapatnam and
Cuddalore are yet to replicate this success. However, we can
expect this to change once they get the required infrastructure
in place to access natural gas, like in Dahej. For example, the
Paradeep PCPIR, which houses a big petroleum refinery, apart
from other industrial units, will benefit from the supply of natural
gas once the proposed RLNG terminal at Dharma in Odisha is
commissioned. Similarly, the proposed gas supplies from KG
Basin as well as the proposed RLNG terminal in Kakinada can
serve the refinery and industrial units in Visakhapatnam. The

LATENT DEMAND ACROSS SECTORS
Just like chemicals and petroleum, other sectors too have a
considerable latent demand for natural gas. For instance, glass
and ceramics are very energy intensive industries, requiring
heat application across their production process. Natural gas
is always preferred over furnace oil in this industry segment
because of operational advantages like uniform heating, as
well as cost advantages. Most of the ceramics and glass
production units of India are based adjacent to gas pipelines
with high concentration at Morbi (ceramics) in Gujarat and
Firozabad (glass) in Uttar Pradesh. This goes to show that the
development of LNG terminals and gas pipeline assets in the
South and East regions of India can bring new investments in
those geographies for domestic as well as export purposes, and
thereby boost gas consumption.
It is already a well-known fact that natural gas is preferred by
individual households, hotels, breweries, bakeries, automobiles,
ets., (CNG and LNG) over liquid fuel or LPG because of cost
advantages as well as remarkable and appreciable operational
flexibilities. At present, CGD is consuming around 28 MMSCMD
of gas, with its presence only in few geographical areas (eg.
the State of Gujarat and GAs like Mumbai and NCR, etc.). Last
year, PNGRB launched 9th and 10th round bidding in India, in
which 53% of Indian population (42% of geography in India) are
incrementally covered under CGD. Growing the CNG network is
bound to drive the consumption, drastically.

commissioning of the Kochi-Mangalore pipeline by next quarter

There is also plenty of scope for conversion of light vehicles

will ensure increased natural gas consumption by the big

from high-speed diesel (HSD)/petrol to CNG, and in case of

refinery and other petrochemical companies at Mangalore, with

heavy vehicles from HSD to LNG. Small industrial units too

supply of gas from Kochi RLNG Terminal.

could potentially shift to natural gas from their existing fuel

Natural gas adoption in India is just 6% currently, while the

source of FO/electricity.
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In the power sector too, India consumed only 30 MMSCMD of

infrastructure in those areas. It shall increase the overall

gas against the maximum potential of around 110 MMSCMD in

performance of fertilize plants (conversion from naphtha to

FY 2019-20. Natural gas has a big role to play in boosting the

gas), and commissioning of new fertilizer plants shall also

use of renewables in the Indian energy basket. Renewables can

reduce the import of fertilizer to a great extent.

be bolstered by restarting idle gas-based power plants. Natural
gas can effectively complement renewables such as wind and
solar, to meet the demand for sustainable and uninterrupted
power. To ensure uninterrupted power as and when required,
none of the power sources, except gas-based power peaking
station, is reliable.
Like the developed world, small electronic manufacturing units
or data centres in India may explore setting up of a gas turbine
for their individual units. Small textile or chemical units in
Gujarat region have already set up micro gas turbines for their
captive requirements and take the advantages of natural gas, as
and when applicable. The spread of CGD companies across the
industrial geographies can ensure maximum usage of gas for
production or power at such small units.

FACILITATING GROWTH OF NATURAL GAS
For the first time in India, a Gas Trading Platform that offers
a transparent marketplace for both the buyers as well as
sellers for discovery of competitive market price, has become
operational.
With the right infrastructure and regulatory support, natural
gas consumption will go up significantly. In the process, it
will help boost the economy and ensure fewer greenhouse
gas emissions, resulting in well-rounded socio-economic
development in India. Based on this, we need to address
uniform taxation (GST), uniform and affordable transportation
tariff model, and need for greater transparency in capacity
booking in pipelines as well as RLNG terminals. Right
framework will help build a well-functioning competitive

Similarly, conversion of three left-out fertilizer units in south

market of Gas Exchange. Lower prices in International market

India from naphtha to gas, as well as supply of natural gas

is another catalyst for increasing gas demand in the country.

to new fertilizer units will become a reality, only after the

IGX expects to receive authorisation from PNGRB and that will

commissioning of connecting pipeline or production/re-gas

create the way-forward to push gas usage in India.
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MEDIA PULSE
NATURAL GAS SHARE IN INDIA TO GROW BY UP TO 10% BY
2025 SAYS E S RANGANATHAN, GAIL DIRECTOR
PTI, August 21, 2020
https://economictimes.indiatimes.com/industry/energy/
oil-gas/india-to-see-natural-gas-share-rise-to-10per-cent-by-2025-gail-director/articleshow/77674229.
cms?utm_source=contentofinterest&utm_medium=text&utm_
campaign=cppst








Currently, natural gas makes up about 6.2 per cent of the
entire energy consumption in the country. Prime Minister
Narendra Modi has set a target of raising the share of
natural gas in the energy basket to 15% by 2030 to cut
carbon emission in the economy.
India may see the share of natural gas in its energy basket
rise to 10% by 2025 as a result of massive investment push
in the creation of infrastructure to take the environmentfriendly fuel to consumers, said E S Ranganathan, GAIL
Director (Marketing).
He said the contribution of gas in the transport sector
stands at a mere 3.2 per cent in 2019, providing a huge
potential for alternative fuels like natural gas and LNG to
increase their share.
With the commissioning of two new liquefied natural gas
(LNG) terminal (one in the east coast and another in the
west coast of India), regasification capacity of India has
reached 39 million tonnes per annum.



“This capacity is expected to cross 60 million tonnes in the
coming years with another four greenfield LNG terminals
which are currently under construction and planned
expansion in Dabhol terminal,” he further added.



India has been the fourth largest importer of LNG in 2019
catering about 55 per cent of gas demand.



Various pilot projects are being launched to study the scope
of LNG usage as a transport fuel focusing mainly in the
heavy-duty trucking segment with long haulage and the
commercial buses.



He also added that new and innovative applications of
gas are likely to emerge going ahead in areas like LNG for
transport, tri-generation of power, heating and cooling for
industrial and commercial loads, and small-scale LNG.
Expansion of gas infrastructure and offering affordable
supply will be the key to unlock the gas demand in India.

THE GOVERNMENT OF ANDHRA PRADESH AMPLIFY TAX ON
NATURAL GAS BY 10%
PTI, September 12, 2020
https://economictimes.indiatimes.com/industry/energy/

oil-gas/andhra-pradesh-govt-enhances-tax-on-naturalgas-by-10-percent/articleshow/78076705.cms?utm_
source=contentofinterest&utm_medium=text&utm_
campaign=cppst


Citing the fall in revenues due to the COVID-19 induced
lockdown, the Andhra Pradesh government on Saturday
enhanced the tax rate on natural gas by 10 per cent,
estimating that it could fetch an additional revenue of about
Rs 300 crore per annum.



Less than a month ago, the government revised the tax
structure on petrol and diesel to earn an additional Rs 600
crore per annum.



“Considering the fact that the revenues of the state are
plummeting on one hand and the requirement for finances
to implement the pro-poor schemes is escalating on the
other, it has become imperative to augment the revenues,”
said, the Special Chief Secretary, Rajat Bhargava.

INDIA-US STRATEGIC ENERGY PARTNERSHIP GROWS
STRONGER
PTI, September 18, 2020
https://energy.economictimes.indiatimes.com/news/oil-andgas/india-us-strategic-energy-partnership-takes-deep-rootsamb-sandhu/78181553


In the 2020 Natural Gas Summit organised virtually by
the US Department of Energy, India’s ambassador to the
US Taranjit Singh Sandhu said, “Observing that energy
security is vital to India’s national security, the United States
is abound in energy resources and leading technologies,
including natural gas.”



“In a short span of two years, it is gratifying to know that
our strategic energy partnership has taken deep roots. India
offers a huge market. Our energy requirement would only
increase as we move up the development trajectory under
the visionary leadership of Prime Minister (Narendra) Modi,”
he further added.



India is now the fourth largest international market for US
crude oil and the fifth largest for US LNG. The bilateral
hydrocarbon trade has touched USD 9.2 billion during 201920, marking a 93 per cent increase over 2017-18 figures.



Investment opportunities of over USD 60 billion in
developing gas infrastructure and associated industries
have been created, as the government strives towards a gas
based economic system in the country.



The ambassador said that given the pandemic led supply
and demand distortions, the commercial contracts between
LNG exporters and importers entered earlier need to be
resilient and adaptive to market realities.
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INDUSTRY HIGHLIGHTS – AUGUST 2020


Major sector-wise consumers included:

Gross production for the month of August 2020, was
78.5 MMSCMD (decrease of 9.5% YoY)





a) Fertilizer (32%)

Total imports of LNG (provisional) during the month of
August 2020, were 96 MMSCMD (increase of 5.4% YoY)

b) Power (21%)

Natural gas available for sale during August 2020, was

c) Refinery (14%)

155.8 MMSCMD (decrease of 1.9% YoY)


d) City Gas Distribution (CGD) (14%) and

Total consumption during August 2020, was
148.9 MMSCMD

e) Petrochemicals (7%)

DOMESTIC NATURAL GAS GROSS PRODUCTION
Pvt./JVs

In MMSCMD

Oil

ONGC

LNG IMPORTS
In MMSCMD
96

91

86.7
78.4

64.7

5.4%

9.5%

61.9

7.6

6.1

14.3

10.4

Aug 2019

Aug 2020

Aug 2019

Aug 2020

SECTORAL CONSUMPTION OF NATURAL GAS
R-LNG Consumption

Qty. in MMSCMD
32%

21%

14%

14%

11.1

Domestic Gas Consumption
12%

7%

7.4

30.6

9.8

18.1
9.2
18%

19.6

13.3

8.8

16.9
2.9
Fertilizer
Source: PPAC
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Power

Refinery

CGD

0.4
Petrochemicals

Others

LNG TERMINALS (OPERATIONAL)

*

Location

Promoters

Capacity as on
September 1, 2020

Capacity utilisation in %
April-June 2020 (P)

Dahej

Petronet LNG Ltd. (PLL)

17.5 MMTPA

80.7

Hazira

Shell Energy India Pvt. Ltd.

5 MMTPA

87.8

Dabhol

Konkan LNG Limited

5 MMTPA

39.3

Kochi

Petronet LNG Ltd. (PLL)

5 MMTPA

14.3

Ennore

Indian Oil LNG Pvt. Ltd.

5 MMTPA

8.0

Mundra

GSPC LNG Limited

5 MMTPA

29.3

*

To increase to 5 MMTPA with breakwater. Only 2.9 MMTPA is commissioned

Source: PPAC

MAJOR NATURAL GAS PIPELINE NETWORK AS ON SEPTEMBER 1, 2020
Nature of Pipeline

Natural Gas
^

GAIL

Reliance & PIL

GSPL

ARN^

IOCL

Total

Length (Km.)

11,656

1,784

2,696

215

140

16,491

Capacity (MMSCMD)

230

71

43

6

10

360

Excludes CGD Pipeline Network

Source: PPAC
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