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Dear All,

As we count down to the fi rst anniversary celebrations of IGX, it is encouraging to see and reflect on 

the year gone by. The year has been quite fruitful for IGX with strategic investments, a robust and 

growing ecosystem of our clients and members, as well as favourable regulatory developments. In 

this fi nancial year, we have crossed 3 million MMBtu in terms of traded volume and executed over 

200 trades till date. The steady growth is a validation of our efforts to build India’s gas markets. The 

IGX platform is strategically aligned to the Government’s vision of increasing the share of natural 

gas in the energy mix from 6% presently to 15% by the year 2030.

As volatility in demand continues on the global front, Joey Chua, Associate Editor, LNG, Argus Media, 

shares valuable insights on how efforts by Asian LNG buyers to purchase spot cargoes in advance 

of the peak winter demand season this year failed to stave off an unprecedented rise in prices, as 

Europe exerted a large and formidable influence on the global gas market – a phenomenon unseen 

in previous years.

In India, the challenge of access remains, given that the natural gas pipeline network is yet to reach 

every part of the country. In this scenario, small-scale LNG has an important role to play in the 

development of Gas Sector in India, as Prashant Mandir, Senior Manager–Business Development, 

IGX, writes in his article below. Small-scale LNG solution helps the city gas distribution (CGD) 

companies in seeding the demand where the pipeline supply is going to take signifi cant time.

We hope you fi nd this edition of Gas Connect engaging and useful. Your comments and suggestions 

are always welcome.   

With Regards,

Rajesh Kumar Mediratta

MD & CEO, IGX
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IGX BUZZ

IGX Trade Details in MMBtu

Product Buy Bid Sell Bid Traded Volume

Monthly 6,07,600 32,59,650 6,07,600

Fortnightly 1,27,500 4,68,000 1,27,500

Weekly 40,950 40,950 40,950

Daily 8,950 33,900 8,950

Total 7,85,000 38,07,500 7,85,000

1. Indian Gas Exchange (IGX) Customer Meet: Dahej/Bharuch
26th November 2021

Agenda: Presentation on IGX Model for Dahej region 
industries representatives

Key Speaker: Mr. Prashant Mandir, Senior Manager-
Business Development, IGX

Participants: 30+ Participants across industries from Dahej 
/Bharuch Region
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We are pleased to announce the appointment of

Rajesh K Mediratta
as the Managing Director and 
Chief Executive O�  cer (CEO)

Indian Gas Exchange (IGX) Limited
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 LEADERS SPEAK 

EARLIER WINTER RESTOCKING FAILS 
TO STEM ASIAN SPOT LNG PRICE 
RALLY

By Joey Chua, Associate Editor, LNG, 
Argus Media

Efforts by Asian LNG buyers to purchase spot cargoes in 
advance of the peak winter demand season this year failed to 
stave off an unprecedented rise in prices, as Europe exerted a 
large and formidable influence on the global gas market – a 
phenomenon unseen in previous years.

And, while some Asian buyers have had little choice but to pay 
for costly spot cargoes to meet their downstream requirements, 
other buyers, including those from India, have retreated from the 
spot LNG market and turned to cheaper alternatives, including 
domestic gas and other fuels.

The ANEA price, the Argus assessment for spot LNG deliveries 
to northeast Asia, for the front half-month, rallied to an all-time 
high of $ 42.095/mn Btu on 6 October, ahead of the northern 
hemisphere winter season, eightfold the $ 5.160/mn Btu, 
assessed exactly a year earlier and surpassing the previous 
high of $ 39.720/mn Btu on 13 January this year. The winter 
season typically falls during December-February, when gas 
demand for heating peaks. 

The Argus-assessed price for spot LNG deliveries to India also 
surged to a record high of $ 40.635/mn Btu for the front half-
month on 6 October, standing substantially higher than the  
$ 5.070/mn Btu, assessed a year earlier and topping the  
$ 30.250/mn Btu on 13 January.

But, the sharp gains in spot LNG prices this time were hardly 
due to fundamentals within Asia, unlike last winter when a 
combination of strong Asian demand due to an unseasonably 
cold winter and a slew of global liquefaction outages had lifted 
prices to a then high. Many buyers in Japan, South Korea 
and China were caught off guard by the frigid weather last 
winter and scrambled to secure cargoes to meet their heating 
needs at a time when production issues in countries, including 
Malaysia, the US, Qatar and Australia, severely tightened supply 
availability.

Asian LNG buyers buy winter cargoes in advance this year

Asian LNG buyers, particularly from Japan, have sought to 
secure the bulk of their winter requirements in advance this 
year, in order to avoid a recurrence of last winter’s fuel shortage 
and price surge.

Pressure from the respective governments this year also 
contributed to greater compliance among buyers to ensure 
security of supply during the winter season. Japan’s power 
agency – the organisation for cross-regional coordination of 
transmission operators (Occto) – in April, warned utilities to 
take sufficient precautions to ensure stable electricity supplies 
during the peak demand season.

Several northeast Asian buyers, including major state-owned 
Japanese importer Jera, secured most of their basic winter 
requirements through bilateral discussions in the first half of 
the year. And at least six northeast Asian buyers issued strip 
tenders from January-June, covering deliveries across the 
winter months. For instance, China’s state-owned CNOOC 
issued a tender as early as 18 February to buy 10 cargoes for 
deliveries across May to March next year. It likely ended up 
awarding more than 10 cargoes when the tender closed on  
23 February, market participants said.

Such a conservative buying approach is a shift from the 
previous year, when buyers generally waited for a clearer 
indication of weather conditions nearer to winter before 
committing to spot purchases.

Asian spot LNG prices track TTF gains

But, the advanced purchases failed to stem what seemed 
like an inexorable rally in Asian spot LNG prices, as European 
gas hub prices – specifically the TTF – soared to very high 
levels. The TTF is a virtual trading point for natural gas in the 
Netherlands.

The TTF front-month price rose to an all-time high of $ 39.828/
mn Btu on 5 October, up by 131 pc from $ 17.261/mn Btu on  
1 September and over eight times the $ 4.655/mn Btu, 
assessed on 5 October 2020.

The unprecedented TTF price surge essentially narrowed the 
premium of Asian spot LNG prices and intensified competition 
for LNG supplies between Asian and European buyers. This 
encouraged sellers, marketing LNG volumes to Asia, to lift their 
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offers while forcing buyers to raise their bids to secure cargoes 
from a pool of highly sought-after supplies.

This contrasts starkly with previous years, when the TTF 
generally provided a price floor for Asian spot LNG and Asia was 
perceived as the premium market for LNG.

The rally in the TTF was mainly driven by lower-than-usual gas 
inventories in Europe after a colder-than-usual winter last year 
drained stockpiles in many countries, including Germany and 
Spain. Underground gas storage facilities in Europe were 75 pc 
full at 838.5 TWh on 1 October this year, much lower than 95 pc 
full at 1,066.6 TWh exactly a year earlier.

Uncertainties surrounding the start of gas flows through 
Russian state-owned Gazprom’s 55 bn m³/yr Nord Stream 2 
pipeline into Germany, rising carbon emission allowance and 
coal prices, as well as outages at gas fields in Norway also 
contributed to the TTF rally.

High levels price out Indian LNG buyers

The massive gains in Asian spot LNG prices have put them at a 
wide premium to Brent crude oil-linked term prices. 

The ANEA price at $ 42.095/mn Btu for first-half November on 
6 October was nearly four times the oil-linked term contract 
price for November LNG deliveries indexed to Brent crude based 
on a three-month crude average (301) contract, which was 
equivalent to $ 10.540/mn Btu for a 14.5 pc slope on the same 
day.

Still, many northeast Asian buyers have had little choice but 
to purchase costly spot cargoes to fulfil their downstream 
requirements. But typically more price-sensitive Indian buyers 

have mostly stayed away from the spot market, turning to 
relatively cheaper domestic gas supplies or alternative fuels to 
fulfil their requirements.

India’s state-controlled Gujarat State Petroleum (GSPC) and 
IOC’s failure to award their respective buy-tender this month, 
reflects unwillingness among Indian buyers to meet high offer 
levels.

GSPC did not award its tender which closed on 16 November, 
to buy two cargoes for deliveries on 26 December-5 January 
and 26 January-5 February to the 5 mn t/yr Mundra terminal in 
Gujarat after it received offers in the low-$ 30s/mn Btu range, 
market participants said. The lowest offer for one of the two 
cargoes was around $ 32/mn Btu, they added.

GSPC may have instead purchased 30 mn m³ of re-gasified 
LNG (RLNG) for delivery in December from various sellers, 
paying the lowest price of $ 23.79/mn Btu for part of the volume 
and a $ 24-25/mn Btu price level for the remaining December 
volumes, market participants said. It also purchased a smaller 
gas volume for delivery in January at over $ 27/mn Btu, they 
added. The firm had sought 30 mn m³ of RLNG, to be delivered 
each month across December-January, in a tender that closed 
on 15 November.

Similarly, IOC did not award its LNG tender which closed on 
17 November to buy an 8-20 December delivery to its 5 mn t/
yr Ennore terminal due to higher-than-expected offers, market 
participants said. They suggest that IOC may have ramped up 
its production and purchase of products such as naphtha and 
high-sulfur fuel oil (HSFO) to meet its demand, a substantial 
portion of which is for captive power generation, they added.
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EXPERT SPEAK

ROLE OF SMALL-SCALE LNG IN 
DEVELOPMENT OF GAS SECTOR IN 
INDIA

By Prashant Mandir,  
Senior Manager-Business 
Development, IGX

Challenges in the development of gas sector in India  

India has witnessed a major shift in the primary energy basket 
after introduction of natural gas in the early century. Natural gas 
has played a key role in reducing carbon footprints to address 
climate change goals of major global economies. However, 
natural gas has so far not contributed notably to the primary 
energy supply in India. Natural gas holds a share of only a 6.3% 
in the primary energy mix. Government of India has set up an 
ambitious target of increasing the share of natural gas to 15% 
by the end of 2030. 

Natural gas is transported and distributed through a widespread 
network of pipelines which connects the demand centers to the 
various gas sources.

The pipeline network has not reached every part of the country 
and many regions shall have to wait for many years to be 
able to get access to the network. There are several pipelines 
which are still under construction phase and many of them 
have been delayed due various challenges. The pipeline 
construction requires significant time and money, and even after 
construction, the pipeline operator may not enjoy full capacity 
utilisation in the initial period due to a longer gestation period for 
development of the downstream market.

Small-scale LNG Model

A conventional LNG supply chain and small-scale LNG supply 
chain is shown in the Figure-1, where there are multiple ways 
suggested to supply LNG to the end users. LNG is unloaded into 
the cryogenic tankers, further transported up to the consumer 
site and regasified for ultimate use by the consumer. The LNG 
can be filled into the LNG fueled trucks directly at the terminal or 
at LNG dispensing stations through LNG dispensers.

Small-scale LNG solution helps the City Gas Distribution (CGD) 
companies in seeding the demand where the pipeline supply is 
going to take significant time. The Small-scale LNG can be a 
very good option for the customers who are in remote location 
or who are outside of the GAs of any CGD company.

Small-scale LNG for the long-haul heavy duty trucks are already 
being used in many countries like China, Indonesia, Europe, 
etc. Ministry of Petroleum and Natural Gas (MoPNG) is also 
promoting the use of LNG as a fuel in the mining, transport, 
shipping, and other such sectors where they can reduce the use 
of diesel or other fuel oils.

Most recently, MoPNG has floated a public consultation 
document on the draft LNG policy for increasing the use of 
LNG in different sectors and to reduce the carbon footprints, 
in line with India’s COP21 commitments in the UN Framework 
Convention on climate change, extended in the Paris 
Agreement.

Small-scale LNG around the world

The largest small-scale LNG market is in China, with an 
estimated capacity of tentatively 20 MTPA, predominantly 
in the northern and western provinces. The major drivers 
for development of the small-scale LNG market in China 
was government policy for reducing air pollution which had 
mandated switching from coal to gas. China had 582,000 LNG 
heavy-duty trucks operating in 2020, up 26% year on year, which 
consumed 18.50 MTPA of LNG, as per data from state-owned 
China Automotive Information. This accounted for 7.8% of the 
country’s total natural gas consumption.

Countries such as the USA and Japan consume large quantities 
of natural gas. In both Japan and the USA, LNG is partially 
transported by train, using either cryogenic railway wagons or 
ISO containers. Similar developments are taking place in South 
America, with limited small-scale distribution in countries like 
Argentina. Small-scale LNG is used in Indonesia to support gas 

Figure-1: Source: IGU Report
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power plants and in the mining sector, and in Europe to reach 
remote demand centres.

Small-scale LNG Supply Chain

The Small-scale LNG supply chain unlike pipeline supply 
consists of the following.

1. LNG regasification Terminal.

2. Transportation of LNG through trucks, rail, or ships. 

3. Storage and Regasification station at the end-user location.

The station has following components as shown in the Figure-2.

a.   Stationary storage tank

b.   Vaporizers 

c.   Cryogenic Pumps

d.   PLC — SCADA

The below Figure –3 shows the typical small-scale LNG supply 
chain and how it differs from the traditional natural gas pipeline 
supply chain.

Economics of Small-Scale LNG 

Considering the average import price range of LNG as 8-10 $/
mmbtu, add terminal loading charges of 1.20 $/mmbtu and the 

transportation and regasification charges of 2.3-2.5 $/mmbtu, 
the delivered price of regasified LNG comes to around 11.5-13.7 
$/mmbtu. The price range of the regasified LNG is competitive 
as compared to other competing fuels such as LPG, LDO 
and other fuel oils. The capital expenditure involved with the 
establishment of the storage and regasification infrastructure 
is offset by the potential savings from the small-scale LNG 
system. 

Figure-2 Customer End Station

Figure-3: SsLNG Supply Chain
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Existing Market Participants and Contract Structure

Table–2 below shows the market participants and contract structure. CGD Companies and industrial users have different 
mechanism for sourcing of LNG. For LNG transportation from the LNG terminal to their end-use location, they tie up with the service 
providers or sometimes may own the fleet. The customer end storage and regasification system are normally purchased by the 
buyers. However, recently sellers have started providing leasing option for customer end station to secure long-term business with 
the buyers.

Type of Buyer LNG LNG Loading at    
Terminal

LNG              
Transportation

Customer End      
Regasification

CGDs
Medium Term/Short 
Term GSA one or multiple 
sellers.

Seller takes care of 
LNG delivery to Buyer/
Service Provider 

Own the fleet or rent 
the service.

Ownership of the CGD 
company.

Industrial User
Medium Term/Short 
Term GSA from one/two 
sellers.

Seller takes care of 
LNG delivery to Buyer/
Service Provider.

Mostly on rental basis.
End users buys the 
equipment or take the 
service of regasification.

Table-2: Contract Structure

Way Forward

It is evident that India holds a large potential for increasing the share of natural gas in the primary energy portfolio and one of the 
major contributors shall be small-scale LNG in the time to come. Many CGDs have already started using the small-scale LNG as an 
intermittent and in some cases permanent solution to meet their downstream demand. PNGRB has recently launched the 11th round 
of CGD bidding, and in the coming years more remote GAs shall have to be covered by the CGDs. The demand for small-scale LNG 
solution is slated to increase exponentially due to the lack of trunk line connectivity to farther locations. 

With incessant increase in the demand from city gas and transport sector, the existing LNG loading, transportation, and inventory 
management methods shall have to be optimised for better efficiency. The existing contractual arrangement between buyers, 
sellers and service providers are also not consistent throughout the sector. There is an opportunity to bring standardised contracts 
for trading of LNG through exchange. The buyers or sellers may execute the transportation agreement separately, with the 
transportation service provider to take LNG from terminal to its end-user location. Both parties shall be benefitted if they trade 
through exchange due to the transparency of the price discovery process, the flexibility of supplying LNG from any terminal and 
hassle-free commercial process, since both parties shall not have to sign sales agreements and open payment security for every 
transaction with individual parties.

This shall further help the participants to streamline trade by reducing time, effort, and inefficiencies, enabling scalability and bringing 
visibility, transparency, and trust in LNG trade.
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MEDIA PULSE 

GOVT SETS UP COMMITTEE FOR STABLE GAS PRICE FOR 
POWER UNITS: OIL SECRETARY
PTI, November 25, 2021

https://energy.economictimes.indiatimes.com/news/oil-and-gas/
govt-sets-up-committee-for-stable-gas-price-for-power-units-oil-
secretary/87910797

 The government has set up a committee to work out 
measures needed to make natural gas available to power 
plants at “reasonably stable prices”, Oil Secretary Tarun 
Kapoor said on Thursday.

 India has 24,900 megawatts of gas-based power generation 
capacity. But of this, 14,305 MW is stranded due to the 
non-availability of reasonably priced gas. “We have set up 
a committee to look to see how we can make natural gas 
available to the power sector at a reasonably stable price,” he 
said at ETEnergyworld Gas Conclave.

 “If the price of natural gas goes up, power generators cannot 
increase the price of electricity they produce,” he said. “So we 
are looking at ways and means of how we can increase the 
penetration of natural gas in the power sector.”

 The average domestic gas supplied to gas-based power 
plants is just over 25 million metric standard cubic meters per 
day (mmscmd), which is 70 per cent short of the allocation or 
the requirement.

INDIA’S GAS CONSUMPTION TO JUMP MORE THAN 3 TIMES 
BY 2030: GAIL DIRECTOR
PTI, November 25, 2021

https://economictimes.indiatimes.com/industry/energy/
oil-gas/indias-gas-consumption-to-jump-more-than-
3-times-by-2030-gail-director/articleshow/87911549.
cms?utm_source=contentofinterest&utm_medium=text&utm_
campaign=cppst

 India’s natural gas consumption is projected to rise to as 
much as 550 million standard cubic meters per day by the 
end of the decade from about 174 mmscmd now, as the user 
base expands with the inclusion of newer industries such 
as steel, GAIL Marketing Director E S Ranganathan said on 
Thursday.

 Speaking at the ETEnergyworld Gas Conclave virtual event, 
he said the revolutionary move to commit to a net-zero 
carbon emission by 2070 has strongly showcased the 

Indian economy’s reorientation towards a cleaner and lower 
emission economy.

 “We now have a definitive policy direction towards phasing 
down of coal from primary energy mix with our targets 
carefully calibrated to account for India’s energy needs. 
Against this background, gas along with derived products 
such as blue hydrogen.

 While the government is targeting to increase the share of 
natural gas in the primary energy basket to 15% by 2030 from 
the current 6.2%, the share of the environment-friendly fuel in 
the total energy demand is only 2%.

 Gas consumption presently is around 174 mmscmd, largely 
by fertiliser plants, city gas networks and power units. Of 
this, 49% is met by domestic production and the rest through 
imports in form of liquefied natural gas (LNG).

GOVT AIMS TO SET UP 1,000 LNG STATIONS IN NEXT THREE 
YEARS
Financial Express, November 16, 2021

https://www.financialexpress.com/industry/govt-aims-to-set-up-
1000-lng-stations-in-next-three-years/2369861/

 The ministry of petroleum and natural gas, along with Society 
of Indian Automobile Manufacturers Association (SIAM), 
has identified 1,000 locations across India to set up liquefied 
natural gas (LNG) outlets over the next three years, in a bid 
to replace diesel and petrol with cleaner fuel in long-haul 
vehicles and to achieve the target of a 15% share for natural 
gas in India’s total energy mix by 2030.

 Automobile manufacturers have shown interest in 
manufacturing LNG-compliant vehicles to ride the benefits 
of efficiency and lower emissions, Tarun Kapoor, Union 
Petroleum Secretary, told FE.

 LNG trucks/buses have a fuel carrying capacity that is 2.5 
times of CNG trucks/buses and can travel around 700 km in 
one refill, according to experts.

LNG TRADE: IGX VOLUME ON THE RISE, WITH PRICES UP TO 
30% BELOW SPOT RATES

Financial Express, November 24, 2021

https://www.financialexpress.com/market/commodities/lng-
trade-igx-volume-on-the-rise-with-prices-up-to-30-below-spot-
rates/2374809/
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 As global LNG prices are ruling high, industrial fuel consumers 
in India are mitigating the adverse impact on them to some 
extent by increasing the volume of purchases on the platform 
of IGX, the country’s fledgling natural gas exchange.

 “In a year since trading started on IGX, the gas prices 
discovered have been on average 10-30% lower compared 
with global spot LNG prices,” Rajesh Kumar Mediratta, CEO 
& MD of IGX told FE. IGX offers contracts in day-ahead, daily, 
weekdays, weekly, fortnightly and monthly modes.

 The prices on IGX dropped to a low of $6.1/mm Btu in April 
2021, when spot LNG was at $ 10/mm Btu. IGX contract 
prices have since consistently increased in tandem with the 
rise in crude oil price and LNG in international markets, but 
have remained lower than the spot LNG prices in the range of 
$ 5 to $ 20/mmBtu.

 In October when spot LNG prices touched a high of $ 35/mm 
Btu in line with the increase in Brent crude price, IGX prices 
remained considerably lower at $ 18.7/mm Btu. In November, 
the spot LNG prices have dropped to $ 31/mm Btu and the 
IGX prices were at $ 27.4 per mm Btu.

 According to the ministry of petroleum and natural gas 
(MoPNG), India has an LNG regasification capacity of 42.5 
million metric tonnes per annum (mmtpa) out of which 24.3 
mmtpa is utilised and about 50-60% capacity is booked on 
a long-term basis, which leaves close to 40% of capacity 
for spot RLNG. In comparison countries such as Japan and 
South Korea have 80% of LNG contracted in long term.

DOMESTIC NATURAL GAS OUTPUT RISES; 24.3% INCREASE 
IN PRODUCTION IN OCTOBER AMID SURGING LNG COST

FE Bureau, November 14, 2021

https://www.financialexpress.com/market/commodities/
good-yield-domestic-natural-gas-output-rises-24-3-increase-in-
production-in-october-amid-surging-lng-cost/2368711/

 Domestic natural gas production increased by 24.3% on year 
to 3,007 million standard cubic metre (mscm) in October, 
mainly due to higher production from Reliance Industries 
(RIL) and from BP’s ultra-deep-water field in the KG-D6 Block 
of the Krishna-Godavari basin on the east coast.

 The output had fallen 8.1% YoY to 28,670.6 mscm in FY21, 
but had subsequently increased 21% YoY to 16,890.9 
mscm in the April-September period of the ongoing fiscal. 
Production also commenced on August 31 from state-run Oil 
and Natural Gas Corporation’s (ONGC’s) U1B deep-water gas 
well located in KG-DWN 98/2 block, which has an estimated 
peak production of 1.2 million standard cubic meter per day 
(mscmd).

 The rise in domestic production coincided with a substantial 
jump in international liquefied natural gas (LNG) prices, 
resulting in import dependency of natural gas reducing from 
54% in April-September 2020 to 49% in the corresponding 
period this year. In the first six months of the fiscal, LNG 
import volumes fell 0.8% on a YoY basis to 15,678 mscm. 
However, the value of imports in the same time frame 
increased 71% YoY to $ 5.3 billion.
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Source: PPAC
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