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Dear All,

First of all, greetings for the festive season and best wishes for a wonderful year ahead. 

IGX kicked off the festive spirit with a trade of 60,400 MMBTU in the month of October. 
Despite being a difficult year for the world at large, the gas industry witnessed some 
significant developments during this period, which will be key in setting the course for 
the industry’s future, like the introduction of Gas Exchange Regulations by the PNGRB to 
boost the growth of gas markets in India, draft regulations on Access Code and the draft 
regulations on implementation of Unified Tariff Regime for the natural gas pipelines. 

I am pleased to share that IGX has filed its formal application for authorisation of the 
company under Gas Exchange Regulations during the month, which will bring in more 
credibility to the platform, enabling greater penetration of the gas market. 

It was encouraging to hear Prime Minister Narendra Modi at the inauguration of India 
Energy Forum by CERAWeek recently where he laid down seven pillars/drivers to meet 
India’s energy goals and reiterated the Government’s objective of accelerating the efforts 
to move towards a gas-based economy. He also spoke about the IGX platform, India’s 
first automated national-level gas trading platform, in the context of bringing uniformity 
in the market price discovery of gas. It was also heartening that leaders such as BP CEO 
Bernard Looney acknowledged the Gas Exchange and its role in the Indian gas market.  

As the Indian natural gas industry evolves, we should certainly look towards some of the 
more developed global gas markets to understand best practices and learn from some 
of their missteps. As Carlos Barberán, CEO, AC OIL&GAS, writes in this edition, there are 
several parameters that play a role in driving success in gas markets and this is the right 
time to put in place favourable regulations for the future where LNG and natural gas are 
going to play a central role in India. 

We hope you find this edition of Gas Connect interesting and useful. We look forward to 
your continued support, as always. 

With regards,

Rajesh Kumar Mediratta
Director, IGX
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REGULATORY UPDATES
Public consultation draft regulation from PNGRB for amendment of Imbalance Management Services regulations

https://www.pngrb.gov.in/pdf/public-notice/PCD17102020/Annexure%201%20-Industry%20Committee%20Report.pdf

 PNGRB constituted an industry committee to review its Imbalance Management Services Regulations, 2016. 

 The objective is to review the Imbalance Management Services and expand the scope of Imbalance Management Services in line 
with global practices. 

 Expanding the imbalance services will not only promote the short-term gas market but would also provide more options to the 
shippers for managing their imbalance portfolio. 

 The committee after studying the global practices has suggested customised additional Imbalance Management Services, 
keeping in view the suitability for Indian gas industry and also suggested the principles on other related aspects of the Gas 
Balancing. 

Gazette Notification on Natural Gas Marketing Reforms 

 With the objective of increasing domestic production of natural gas, to move towards gas based economy, bring uniformity in 
the process of discovery of market prices of gas, and to promote Ease of Doing Business, the Government of India issued a 
notification on certain Natural Gas Marketing Reforms.

 The notification allows contractors to sell natural gas through e-bidding as per provisions of contracts which require market 
price discovery through transparent means. 

 The process will be as follows: 

• The contractor shall get the bids invited through an electronic bidding portal to discover market price by following a 
transparent and competitive bidding process notified by Government. 

• The bidding will be conducted through an independent agency selected from a panel maintained by Directorate General of 
Hydrocarbons (DGH). The DGH will shortlist the agencies for the panel by following an open and transparent procedure.

 Sale to affiliates will be allowed if affiliates participate in the open competitive process. However, the contractor or its 
constituents shall not be eligible to participate in the bidding process. Therefore, seller and buyer will not be the same entity. 
Further, the bidding process will not be valid if only affiliate(s) of the contractor or its constituents are the participant(s) in the 
bidding process, and there are no bidders other than the affiliate(s) of the contractor or its constituents. In such a situation,  
rebidding will have to be done. 

 Marketing freedom is granted for natural gas produced from Field Development Plans (FDPs) which were approved before 
28th February 2019 pertaining to Production Sharing Contracts (PSCs), where the contractor has pricing freedom but market 
freedom is restricted. The market price of such gas shall be discovered through the process as proposed in para 1.  

 This policy will not apply to those contracts/PSCs where contractor is required to get the formula or basis of sale approved from 
the Government or the contractor is required to sell the gas as per the specific conditions of the contract.
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Price Deregulation of Natural Gas - Key for Success of Unified Tariff Regime

IANS, October 14, 2020

https://energy.economictimes.indiatimes.com/news/oil-and-gas/price-deregulation-of-natural-gas-key-for-success-of-
unified-tariff-regime/78656320

	 The downstream regulator, Petroleum and Natural Gas Regulatory Board (PNGRB) has released draft regulations pertaining to 
implementation of Unified Tariff Regime (UTR) for the natural gas pipelines on 29th September, 2020.

	 The new regime moves away with the additive nature of the tariff to a large extent wherein earlier a consumer receiving natural 
gas flowing through multiple pipelines had to pay tariff for all the pipelines leading to the additivity of the tariffs. 

● The draft regulations will remain revenue neutral for the gas pipeline operators although there will be redistribution of the 
transmission tariffs being paid by the consumers post the implementation of these regulations.

● The rating agency ICRA said, while moving towards a Unified Tariff Regime is a positive step towards increasing the share of 
natural gas in the overall energy mix of the country, several other steps will have to be implemented till we see a meaningful 
uptick in natural gas consumption in the country.

● Some of the other steps that have also remained under consideration, including the unbundling of marketing and transmission 
business of GAIL (India) Limited and an independent system operator for pipelines, the agency added.

● The board has sought comments/views from various stakeholders by 20th October and will be holding an open house on 
29th October for discussing the same.

IGX TRADING UPDATES - OCTOBER 2020

IGX Trade Details in MMBTU

Product Buy Bids Sell Bids Traded Volume

Daily 8700 16400 6400

Weekly 49700 152600 16100

Fortnightly 72400 228500 25500

Monthly 66500 42400 12400

Total 197300 439900 60400

3



LESSONS FROM EUROPE TO BUILD INDIA’S GAS MARKETS 
- By Carlos Barberán, CEO, AC OIL&GAS

The recent launch of the Indian Gas 
Exchange (IGX) is an important step 
towards building a robust framework to 
boost gas trading activity in India. However, 
there are still a number of challenges that 
need to be addressed in order to facilitate 
this growth. 

India can certainly learn from geographies 
such as Europe to understand best practices and also avoid 
some of the missteps that have caused challenges in these 
markets. There are several parameters that play a role in driving 
success of gas markets.

Firstly, there needs to be enough LNG import terminals to match 
demand. Also, there should be enough international LNG players 
and LNG importers who are keen to participate in LNG and 
natural gas trading.

Similarly, there needs to be a clear and transparent grid code 
and TPA (Third Party Access) that allows any marketer to 
supply to any customer in India. The exchanged gas volume 
must be large enough such that there is sufficient liquidity. In 
addition, there needs to be provisions for physical and financial 
transactions, financial instruments for OTC, Futures, etc.

It needs flexibility to account for logistical/shipping problems 
(such as due to monsoons) impacting negotiated transactions. 
It also needs provisions built in for potential international future 
exchanges (LNG and pipeline gas), swaps for technical balance, 
and hedging instruments for seasonality.

REGULATORY FRAMEWORK TO EASE DISTRIBUTION

 

These will also help attract all kinds of players and allow them 
to compete fairly without entry barriers. While the Government 
is working in this direction, there is a lot of effort needed to 
enable any player to buy or sell natural gas inside the grid and 
have access to any delivery point in the network.

In Europe, despite the 1998 EU directive, we suffered due to the 
non-availability of any delivery point, even though the global 
framework was in place. For instance, any transport/distribution 
player has the power to block a gas transaction denying access 
to an end-user or any entry-exit point from its grid. We expect 
the new TPA (Third Party Access) rules in India in the coming 
few weeks and a clear and transparent Grid Code in order to 
avoid such issues.

UPPING INDIA’S LNG GAME 

Because of the huge expected gas demand in the coming years, 
India needs LNG. In addition to new regasification terminal 
projects, this greater demand also means that the system and 
the hub must bring liquidity and operational flexibility in order to 
be attractive to LNG players.

International prices and spark spreads among international 
hubs will always be an important tool for arbitrage to be played 
by important LNG players (IOC, NOC and also traders). We 
cannot (and need not) avoid this because it is intrinsic to the 
LNG trading game. Instead, there needs to be an effort to make 

A clear and transparent Hub Pricing 
Reference is a must for both imported 
LNG and RLNG available on the grid. 
Pricing engineering is required to 
‘translate’ oil indexed formulas (and 
others) into Hub Pricing Reference. The unbundling of commodity prices 

from transmission prices will help 
the liquidity of gas markets and bring 
a clear transparency, allowing more 
players to participate in the Indian gas 
and Gas-to-Power market, which is 
crucial for India.

The market should enable spot buys 
and short-midterm exchanges with 
potential resales/reloading. 

Regulations are key to allow for 
credible and transparent natural gas 
and LNG trading in India.
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IGX trading attractive to foreign LNG players with clear hub 
pricing references. This is true both for importing LNG and also 
natural gas, all along the downstream chain inside the Indian 
gas network.

The same trend that contributes to LNG’s challenges also 
creates an opportune landscape. Lower wholesale gas prices in 
end-use markets, for instance, mean the economics of gas use 
are increasingly favourable when compared with alternatives 
such as oil, fuel oils, and coal. Recent investments in terminals 
and pipelines to connect gas to consumers have also increased 
gas availability. Whether taken in combination or on their own, 
these and other factors create an opportunity for accelerated 
demand growth, particularly in Asia, and of course in India.

And this also true for plenty of project development in Gas-to-
Power, which is crucial in many countries in Africa and Asia. 
That will bring more liquidity and more players to the table, 
enhancing competition and allowing the LNG and NG 
trading game.

EMPOWERING INDIAN PLAYERS 

Indian players, both old and new ones, must face this LNG/NG 
wave preparing a strong task force in order to be ready to trade 
LNG and NG inside India. It is not just a question of negotiating 
good LNG SPA contracts or being aware of the international 
price (as we can see in the graph below as an example). Indian 
companies must also prepare themselves for things such as:

● Structuring and building up a Trading Floor.

● Arbitrage among different markets and hubs, even if they 
want just to play the game in India.

● Logistical optimisation, including shipping and LNG storage, 
and all the swapping (LNG and RLNG).

● Hedging strategies (physical and financial ones) and 
pricing engineering.

● Being able to negotiate not only price but also flexibility on 
the conditions of the contracts, that are sometimes even 
more valuable than price itself.

As country, India is facing four key issues in the LNG game: 
Volume + Security of Supply + Diversity + Contracts’ Flexibility. 

For all players to be able to start and run their LNG and RLNG 
trading activity, India needs to put in place global frameworks, 
including regulation and legislation. India can learn from 
Europe when it comes to regulation for increasing liquidity 
of gas exchanges. For instance, promote new LNG receiving 
terminals and make all procedures more flexible and easy in 
order to speed up projects that are awaiting for green light from 
concerned authorities.

While the latest draft regulation, which will likely be passed in 
November 2020 after hearing comments from the stakeholders 
has some good measures, I am concerned about the point 
about only 20% CGD network capacity being allowed. This 
would pose a clear entry barrier for end-users and new 
marketers to participate in gas trading and would impede 
transparent and fair development of gas exchanges inside India.

The Indian Prime Minister recently spoke at the India 
Energy Forum where he announced that India is likely to see 
investments worth USD 206 bn in the oil and gas sector in the 
next 8-10 years. He also mentioned the Government’s plan to 
achieve ‘one nation, one grid’, and shift towards a gas-based 
economy.

This is the right time to put in place favourable internal rules for 
the challenging future where LNG and natural gas are going to 
play a central role. What is done now, good or bad, will shape 
the future of the energy sector in India in the next 30 years.

DISCLAIMER: The opinions expressed in the article are those of 
the author. They do not purport to reflect the opinions or views of 
the Indian Gas Exchange.

ASIAN LNG PRICES: OIL-LINKED VS JKM VS US
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There needs to be an effort to make 
IGX trading attractive to foreign 
LNG players with clear hub pricing 
references. 

In my almost 30 years of experience in 
the energy sector, I have never seen a 
stronger declaration of political intent 
than this.
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MEDIA PULSE
INDIA LOOMS AS ONE OF THE MAJOR GROWTH DRIVERS IN 
NATURAL GAS 

BW Online Bureau, October 22, 2020

http://www.businessworld.in/article/India-IS-Set-To-

Emerge-As-One-Of-The-Primary-Drivers-Of-Growth-

In-Natural-Gas-Owing-To-Consistent-Policies-By-

Government/22-08-2020-311799/

PHD Chambers Hydrocarbon Committee organised a webinar 

on “Expanding Natural Gas Footprints in Indian Economy.” 

The objective of the Webinar was to bring together all relevant 

stakeholders of natural gas value chain.

 India is all set to emerge as one of the primary drivers 

of growth in natural gas owing to a combination of 

Government’s pursuance of consistent policies and 

initiatives, as well as fast developing pipeline infrastructure. 

 Natural Gas under ambit of GST would also help in driving 

investments and will help in increasing the share of Natural 

Gas in the overall energy basket, said Rajeev Mathur– 

Chairman PHD Chamber Hydrocarbon Committee.

 E.S Ranganathan, Director Marketing GAIL, emphasised 

on various Government reforms towards moving India 

to a gas-based economy such as Discovered Small Field 

Policy, Hydrocarbon Exploration and Licensing Policy, Policy 

for Extension of Production Sharing Contracts, CBM. Gas 

Producers are given pricing and LNG marketing freedoms.

 These policies and reforms will help increase the share of 

natural gas from 6% to 15% in India’s Energy Basket.

 VK Misha, Director Finance Petronet, LNG said that in FY 

2019-20 NGC was 153 MMSCMD as compared to 147 

MMSCMD in the previous year registering a growth of 4%.

 CDG Mr. Mishra mentioned that CNG & PNG penetration 

across nation, including tier three towns, will take us closer 

towards the cleaner India and further gave the detailed 

structure of the CGD network. He further added that the 

share of natural gas can be enhanced if gas-based power 

plants are revived.

INDIA’S GAS POLICY REFORMS NEED TO GAIN MOMENTUM 

TO LIFT CONSUMPTION

S&P Global Platts, October 15, 2020

https://www.spglobal.com/platts/en/market-insights/videos/

market-movers-americas/101920-us-midstream-2020-

elections

 Singapore’s natural gas and energy experts think that an 

e-bidding mechanism for natural gas sales from newly 

discovered fields announced earlier in October is not big 

enough to make help the country see a substantial rise in 

domestic gas output.

 “Additional reforms to India’s current domestic gas price 

and ceiling price are needed to drive the increase in output. 

The “difficult gas” fields already enjoy marketing freedom 

but their prices are capped at fuel import prices – basket of 

LNG, coal, fuel oil, and naphtha – that were seen a year ago,” 

said Poorna Rajendran.

 James Waddell, senior global gas analyst at Energy Aspects 

said, India needs to find a way of making domestic pricing 

attractive to encourage its own production.

 “Demand from price sensitive buyers, especially where 

substitutes are available for gas, is likely to be affected with 

the change in pipeline tariffs. The impact will likely be felt 

by those closer to the gas source who might end up paying 

higher than their current tariffs under the unified tariff plan,” 

said Chinmayee Atre, LNG analyst at S&P Global Platts 

Analytics.

 Oil and gas companies have highlighted that the move 

to keep the five products out of the GST list could affect 

investments in infrastructure, as their input costs would 

rise but they won’t be able to pass on the tax burden to 

consumers.
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DHARMENDRA PRADHAN ANNOUNCES A DIFFERENT 
MARKETING STRATEGY TO HELP PRODUCERS

Reuters, October 7, 2020

https://uk.reuters.com/article/india-gas/india-introduces-

new-gas-marketing-mechanism-to-help-producers-

idUKL4N2GY21J

 India will let companies producing gas from new local fields 

sell the cleaner fuel on e-bidding platforms, Oil Minister 

Dharmendra Pradhan said on Wednesday, in a move 

expected to help them get better prices and boost output.

 Pradhan said the new, more transparent price discovery 

mechanism would help raise daily gas production from the 

Krishna Godavari basin on the east coast and other parts of 

the country by 40 mmscm.

 Gas producers will not be allowed to participate in the 

e-bidding because of conflicts of interest, Pradhan said, 

though affiliated firms would be able to compete with other 

gas buyers.

 “Pricing obtained through the e-bidding platforms will be 

applicable to the gas discoveries whose field development 

plan was approved after February 2019,” Pradhan told a 

news conference.

 India slashed prices of gas from those blocks last month by 

about a quarter to $1.79 per million metric British thermal 

units (MMBTU), the lowest since 2014.

NATURAL GAS EXCHANGE – AN INDICATION OF GROWTH 
OF INDIA’S GAS SECTOR ACCORDING TO RAJNISH GUPTA 
(ASSOCIATE PARTNER, TAX AND ECONOMIC POLICY, EY 
INDIA)

ET Energy World, October 21, 2020

https://energy.economictimes.indiatimes.com/news/oil-and-

gas/opinion-natural-gas-exchange-and-growth-of-indias-

gas-sector/78780082

 There are two primary drivers for setting up a natural gas 

exchange in India. The primary driver is the aspiration of 

the Indian policy makers to increase the share of natural 

gas in India’s primary mix from 6% to 15%. Due to past 

policies and formulae, India has multiple prices for natural 

gas (different for domestic and imported gas), even though 

the commodity is the same. Therefore, for India to move 

towards higher gas usage, a spot-market for natural 

gas with the ability to hedge risks through derivatives is 

imperative.

 The second driver relates to incentivising domestic natural 

gas production. After the Supreme Court ruled in May 2010 

that natural gas prices should be subject to Government 

control, the Indian upstream sector has been pushing for 

market determined prices, which was also the intent of the 

NELP contracts. 

 The Gas Exchange has a better probability of functioning 

like a perfectly competitive market only when there are 

large number of buyers and sellers. Besides giving depth, 

inclusion of domestic gas on the exchange will reduce also 

price volatility and reduce the demands on the Government 

to allocate cheaper gas.

 The gas trading guidelines do provide for the buyer or the 

exchange to have a gas transportation agreement. However, 

the larger question is whether carriage and selling of gas 

should be totally separated or pipelines should continue to 

operate on the basis of third-party access for part of the 

pipeline capacity. Separation of transportation and marketing 

has worked very well in the largest gas market - USA.
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INDUSTRY HIGHLIGHTS – SEPTEMBER 2020 
 Gross production for the month of September 2020 was 

76.4 MMSCMD (decrease of 10.7% YOY).

 Total imports of LNG (provisional) during the month 
of September 2020 were 99.06 MMSCMD (increase 
of 6.2% YOY).

 Total consumption during September 2020 was 
142.6 MMSCMD. 

 Natural gas available for sale during September 2020 
was 157.3 MMSCMD (decrease of 2.2% YOY)

Major sector-wise consumers included: 

a) Fertiliser (19%)

b) Power (33%)

c) Refinery (15%)

d) City Gas Distribution (CGD) (18%)  

DOMESTIC NATURAL GAS GROSS PRODUCTION
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99
93.2
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SECTORAL CONSUMPTION OF NATURAL GAS

Power Fertiliser CGD Refinery Petrochemicals Others 

  R-LNG Consumption     Domestic Gas Consumption    Qty. in MMSCMD
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LNG TERMINALS (OPERATIONAL)

Location Promoters Capacity as on 1.10.2020 Capacity utilisation in % 
Apr -Aug 2020 (P)

Dahej Petronet LNG Ltd. (PLL) 17.5 MMTPA 87.6

Hazira Shell Energy India Pvt. Ltd. 5 MMTPA 95.3

Dabhol Konkan LNG Limited *5 MMTPA 25.1

Kochi Petronet LNG Ltd. (PLL) 5 MMTPA 14.6

Ennore Indian Oil LNG Pvt. Ltd. 5 MMTPA 10.2

Mundra GSPC LNG Limited 5 MMTPA 33.9

Total Capacity 42.5 MMTPA

*To increase to 5 MMTPA with breakwater 

Source: PPAC

 

MAJOR NATURAL GAS PIPELINE NETWORK AS ON 30.06.2020  

Nature of 
Pipeline 

Operational Partially Commissioned Total 
Operational Under Construction

Future 
Estimated 

Length

Length Capacity 
(in MMSCMD) Length Capacity 

(in MMSCMD) Length Length Capacity 
(in MMSCMD)

GAIL 8241 171.6 3533 - 11744 6352 - 18126

GSPL 2265 43.0 - - 2265 - - 2265

PIL 1460 85.0 - - 1460 - - 1460

IOCL 132 20.0 23 - 155 1398 - 1553

AGCL 105 2.4 - - 105 - - 105

RGPL 312 3.5 - - 312 - - 312

GGL 73 5.1 - - 73 - - 73

DFPCL 42 0.7 - - 42 - - 42

ONGC 24 6.0 - - 24 - - 24

GIGL - - 442 - 442 2335 - 2777

GITL - - 364 - 364 1678 - 2042

Others* - - - - - 3780 - 3780

Total 12654 337.3 4362 - 17016 15543 - 32559

^Source: PNGRB, PPAC; *Others-APGDC, HEPL, IGGL, IMC, Consortium of H-Energy; #Operating length
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