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Dear All,

As we gear up for the launch of the Indian Gas Exchange, we have seen enthusiastic 
support from the community. Already, we have six trader members and over 100 clients 
on board. 

The timing seems opportune as the Government of India is working towards expanding 
the gas market. The Government has eased the rules for gas exploration and production, 
which will improve supply and availability at a lower cost. With the Indian Government’s 
ambitious goals to drive greater adoption of natural gas, IGX will play an important 
role in ensuring that the benefits of gas proliferate - both in terms of affordability and 
accessibility - to reach the audience at large.

 We have seen how a delivery-based platform like IEX has facilitated a shift from rigid 
long-term contracts in electricity to a more dynamic market-based contracting which 
is competitive, flexible, transparent, and reliable. IEX has served to benchmark prices 
for all electricity transactions, provided a transparent mechanism for price discovery, 
and enabled high liquidity on exchange to ensure the lowest cost and assured supply. 
Additionally, IEX has helped operationalise open access in India, which is allowing 
commercial and industrial consumers across the country to source competitively priced 
power, thus increasing their overall competitiveness.  

We believe IGX will create a similar impact on the natural gas industry. With the 
honourable Minister for Petroleum and Natural gas, Mr. Dharmendra Pradhan’s call for 
self-reliance and the efforts to re-energise the economy, the IGX platform will play a key 
role in bolstering efforts to combat the crisis caused by the COVID-19 pandemic.

In this newsletter, we have included some interesting industry updates and commentary 
on the gas industry. Hope you find it informative.

With Regards,

Rajesh Kumar Mediratta
Director, IGX
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GLIMPSE OF NATURAL GAS PRODUCTION, AVAILABILITY AND 
CONSUMPTION – MARCH 2020 
 Gross production for the month of March 2020, was 

77.8 MMSCMD (14.4% YoY decrease)

 Total imports of LNG (provisional) during the month of 
March 2020, were 92.5 MMSCMD (20.4% YoY increase) 

 Natural gas available for sale during March 2020, was 
151.2 MMSCMD (1.9% YoY increase)

 Total consumption during March 2020, was 138.7 MMSCMD 

Major sector-wise consumers included: 

a) Fertilizer (30%)
b) City Gas Distribution (CGD) (18%)
c) Refinery (17%)
d) Power (16%) and 
e) Petrochemicals (7%)
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INDUSTRY AND REGULATORY UPDATES
MAJOR NATURAL GAS PIPELINE NETWORK AS ON APRIL 1, 2020

Nature of Pipeline GAIL Reliance GSPL ARN^ IOCL Total

Natural Gas
Length (Km) 12,160 1,774 2692 215 140 16,981

Cap (MMSCMD) 246 84 43 5 10 387

*Excludes CGD Pipeline Network, Source: PPAC

EXISTING LNG TERMINALS & ITS CAPACITY UTILISATION

Location Promoters Capacity as on March 1, 2020 Capacity Utilisation in % for 
April 2019 - February 2020

Dahej Petronet LNG Ltd. (PLL) 17.5 MMTPA 103.1

Hazira Shell Energy India Pvt. Ltd. 5 MMTPA 98.8

Dabhol RGPPL (GAIL-NTPC JV) 5 MMTPA 28.1

Kochi Petronet LNG Ltd. (PLL) 5 MMTPA 16.6

Ennore Indian Oil LNG Pvt. Ltd. 5 MMTPA 8.0

Total Capacity 37.5 MMTPA

Source: PPAC

SECTION-II

GAS AND ENERGY POLICIES POST NATIONWIDE 
LOCKDOWN – SHRI DHARMENDRA PRADHAN 

Businesswire, May 7, 2020

 Dharmendra Pradhan in conversation with Daniel Yergin, IHS 
Markit Vice Chairman, said, “We are heading towards creating 
a roadmap for a new gas policy, a new tariff policy. We are 
contemplating on having a gas exchange at the earliest, 
which will be liberalising our distribution mechanisms.” 

 Implementation of the City Gas Distribution network 
expansion is our focused goal after the lockdown relaxations.

 He further added, “The new gas policy will benefit us in two 
major ways. Firstly, it will create a long-term futuristic energy 
infrastructure in the majority of the country. Second, at this 
juncture we need more job opportunities, more employment 
generation and this is a perfect plan for our gas expansion story.”

GOVERNMENT TO EASE GAS BLOCK PROCESSES

PTI, Economic Times, April 26, 2020

 In perhaps the most far-reaching easing of rules, the 
government has simplified procedures for gas exploration 
and production by providing for self-certification for a host 
of compliance, such as a discovery notification and deemed 
consent for investment in fields in a stipulated time.

 Work programme and field development plan or their 
revisions, will be deemed to be approved on expiry of 30 days 
of submission of documents under self-certification.

 The Directorate General of Hydrocarbons (DGH) has issued 
a detailed notification, simplifying procedures and processes 
under Production Sharing Contract (PSC) for pre-NELP and 
NELP oil and gas blocks.

 “Ease of doing businesses is one of the focus areas of the 
government in the exploration and production (E&P) sector, 
with the objective to increase investment and production,” the 
DGH said.

 “All self-certified documents shall be as per provisions of PSC 
and shall be duly supported with all the relevant documents 
duly attested by the authorised/signatories of the contractor,” 
DGH said.

 A dozen processes, including extension of exploration phase, 
grant of petroleum exploration licenses (PEL) and petroleum 
mining lease (PM), unit development plan, liquidated 
damages on account of cost of unfinished work programme, 
assignment/transfer of participating interest, extension of 
PSC, cost and profit petroleum calculations and audited 
accounts, will require prior approval.

 In case any material deviation is observed in facts/figures and 
substance submitted by the contractor during review by the 
Ministry of Petroleum and Natural Gas/DGH, the contractor 
shall be notified for modification/rectification of the same as 
per provisions of PSC in a time bound manner.
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GAIL ALL SET TO START PROJECT EXECUTION 
POST LOCKDOWN

PTI, Economic Times, April 18, 2020

 GAIL, a state-owned gas utility, said, it is in readiness to 
resume construction of various hydrocarbon infrastructure 
projects of national importance, post lifting of the COVID-19 
lockdown.

 In order to kick start the crucial infrastructure projects to 
enable expansion of the gas-based economy, GAIL, along 
with its subsidiary and joint venture companies, has chalked 
out catch-up plans for various locations and work fronts to 
ensure timely completion and avoid any slippages.

 “Graded measures in the to medium term shall be rolled out 
starting from April 20, with the support of local administrative 
authorities across the states,” the company said.

 Management of the company is in regular communication 
with the nodal ministry to seek guidance on issues requiring 
support for resuming full-fledged activities, post the phase 
of lockdown. Key stakeholders are also kept informed on 
the current developments as well as the proposed line of 
action under GAIL’s complete readiness plan for returning to 
normalcy in the near term.

ONGC AWARDS 49 MARGINAL FIELDS TO 7 
COMPANIES AMIDST THE RAGING PANDEMIC

Sanjay Dutta, TNN, May 15, 2020

 The government had originally planned to farm out these 
fields, but later asked ONGC to induct partners, with a view to 
ramp-up the production from these fields.

 Being small in size, these fields are uneconomical for a large 
company like ONGC.

 The awarded fields make up 13 onshore contract areas 
spread across Gujarat, Andhra Pradesh, Tamil Nadu and 
Assam.

 The winners were selected through an international 
competitive bidding for 17 onshore contract areas.

 ONGC had invited bids for partnership, to raise production 
from 64 marginal fields that were given to the company by the 
government without bidding. 

 The selected contractors will not be required to reimburse any 
expenditure on the fields already incurred by ONGC.

 These contracts will be for a period of 15 years, with an option 
to extend by 5 years.

 Royalty rate will be reduced by 10%, in case of additional 
production of natural gas over and above BAU scenario. 

GLOBAL GAS DEMAND TO SHRINK BY 2% THIS 
YEAR DUE TO COVID-19

Reuters, May 19, 2020

 The reduction in industrial and commercial activities amid the 
lockdown can result in the shrinking of demand for natural 
gas this year.

 Global gas demand could total 3,878 billion cubic metres 
(bcm) in 2020, down from 3,951 bcm last year.

 Before the coronavirus outbreak, demand was expected to 
grow to 4,038 bcm.

 However, gas remains competitive to other sources of energy, 
especially in the power sector where gas use has remained 
relatively stable in most countries, said Rystad Energy’s head 
of gas and power markets Carlos Torres-Diaz.

 Natural gas production is estimated at around 4,000 bcm this 
year, based on lower investment activity in the exploration and 
production industry.

NATURAL GAS DEMAND RISES BY A THIRD 
AS COMPARED TO START OF NATIONWIDE 
LOCKDOWN

The Economic Times, May 18, 2020

 Natural gas sales by GAIL has risen to 74 million metric 
standard cubic meters a day (MMSCMD) as of May 18,  from 
56 MMSCMD in the last week of March, when the nationwide 
lockdown started, severely restricting mobility and shutting 
most industries

 The volumes are still much lower than the 86 MMSCMD GAIL 
supplied before the lockdown began.

 The biggest jump in demand has come from fertilizer plants, 
which had slowed at the beginning of the lockdown, but 
are now operating at full capacity or more to quickly deliver 
supplies to farmers for the current sowing season.

Key Appointments
 Tarun Kapoor, IAS, Appointed Secretary, Ministry of Petroleum 

and Natural Gas

 Manoj Jain, CMD GAIL, Appointed CMD, Mahanagar Gas Ltd.

MEDIA NEWS
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IGX UPDATE
IGX AWARENESS BUILDING

The IGX Webinar held on April 29, saw an overwhelming 
response, with over 400 registrations. The participation by 
the attendees from the corporates belonging to the gas value 
chain, such as GAIL, Adani, Torrent, GSPL, Gujarat Gas Limited, 
HPCL, Essar, Reliance Industries Limited, Petronet LNG 
Limited, Aavantika Gas Limited, AGP CGD India Private Limited, 
Haryana City Gas, Indraprastha Gas Limited, was enthusiastic. 
Representatives from investment firms and media houses, such 
as Axis Capital ICF, S&P Global Platts, UBS, Times Group and 
Business Standard, attended the event.

SECTION-III

WEBINAR FOR FERTILIZER ASSOCIATION

On May 6, IGX conducted an exclusive webinar for members 
of the Fertilizer Association of India. The webinar focused 
on giving attendees an overview of IGX including proposed 
products, bidding mechanisms and types of auction, 
membership structure and onboarding processes, among 
others. The webinar was extremely well-received, with about 20 
participants from IFFCO, NFL, SFC, Kribhco, Indo Gulf Fertilisers. 

A similar webinar is also planned with the members of All 
India Glass Manufacturing Federation (AGIMF), which has 
representation from all key Indian glass manufacturers.

IGX WELCOMES ON BOARD NEW MEMBERS AND CLIENTS 
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NATURAL GAS TRADING IN INDIA IS COMING OF AGE
Over the last few years, we are seeing a resurgence of natural 
gas, with an increased focus by the government to move 
towards a sustainable, gas-based economy. Policy makers 
are tilting towards cleaner and greener sources of fuel, moving 
away from Coal and Crude Oil and towards natural gas, with a 
thrust on increasing its consumption by enhancing natural gas 
production, imports, and distribution.  In line with their clean 
energy aspirations, government is planning to increase natural 
gas consumption, as part of energy mix, in the next decade to 
15% from the current level of 6.2%.  Estimates suggest that daily 
consumption should increase to 600 MMSCMD from the current 
levels of around 160 MMSCMD.  Accordingly, an estimated USD 
60 billion is being invested in expansion of gas infrastructure, 
such as in building LNG import terminals, pipelines, city gas 
distribution, etc., moving the economy towards ‘low carbon’ 
future. This should put us on the path towards reaching the level 
of 25% of the country’s energy use in line with the global energy 
basket, while taking advantage of the economic efficiency of 
natural gas. Demand for natural gas in India is expected to see 
a 66% rise in the next five years, as it finds various applications 
in industrial, domestic, transportation and power generation.

A well-functioning, liberalised market regime is necessary for 
promoting private investments in the sector. While domestic gas 
is sold at a price through a predetermined formula, the imports 
of LNG had been happening based on long-term contracts at 
prices mostly benchmarked to crude oil prices and sold to gas 
consumers on a contractual basis based on predetermined 
pricing formula. Consumers, with surge in demand or facing 
lower than planned gas consumption, do not have a way by 
which they can either access gas or sell gas on short notice.  
Existence of a gas trading platform not only enables the transfer 
of ownership of gas to those who need, but also provides a way 
for a flexible business environment in response to the emerging 
demand scenario, as in the power sector. It was in the 1990s 
when the UK first tried to liberalise its natural gas market. 
Similarly, gas trading hubs in continental Europe came into 
being in the late 2000s in response to the need for producers 
to plan their domestic sales and LNG exports.  Henry hub in 
the US - world’s largest natural gas hub supported by deeper 
participation of multiple stakeholders and a well-functioning 
infrastructure-is the major benchmark for the region.     

GROWING PROMINENCE OF NATURAL GAS IN 
INDIA’S ENERGY MIX

India is well-placed to harness the true potential of natural 
gas. Gas trading will enhance usage and support private 
investments in infrastructure development. The country has an 
advantageous position with vast coastlines dotted by various 
ports and connected to various trading routes which will aid in 
the development of trading in natural gas. The Government of 
India has taken a few steps in the direction. The recent Union 

Budget proposal to expand the national gas grid from 16,200 
km to 27,000 km, would be a major enabler for development of 
gas trading in India, connecting various consumers across its 
length and breadth. 

TIME FOR A TRANSPARENT MARKET PLACE FOR 
GAS IN INDIA

To grow the gas market sustainably and efficiently in India, 
providing a robust mechanism for gas trading is important. 
Therefore, there is a real need to develop a local price discovery 
mechanism that provides competitive gas pricing for Indian 
markets. 

Gas markets are poised for growth, taking advantage of 
transparent prices and flexible consumption requirements. 
Currently, 60-70% of LNG imports to India happen via long-
term contracts and the rest via medium and short-term/
spot markets. The prices are largely driven by international 
hub prices, with little relevance for the forces of local demand 
and supply. The spot contracts are currently driven by global 
benchmarks, with no consideration for local economics. This 
underlies the need for development of a transparent platform 
for trading in gas. 

Emergence of a trading platform for natural gas not only 
enables vibrant trading in natural gas, but also provides 
benchmarks after inculcating the information on local demand 
and supply, for pricing various gas transactions in a more 
efficient and transparent manner.  

Development of a well traded market hub would require right 
regulatory framework that will achieve the balance between 
safeguarding the interests of pipeline operators, pricing 
expectations, delivery and billing mechanisms. It should 
address the challenges of the ecosystem partners thus, 
bringing in more efficiency by offering flexibility, transparency, 
ease of access, competitiveness, and payment security/risk 
management. 

As evident across the globe, there has been rapid 
transformation in major gas consuming economies in terms 
of the evolution of gas pricing practices with respect to gas 
price indexation and coming up of trading hubs that provide 
transparent pricing based on domestic fundamentals. 

With gas demand at an inflection point in the Indian 
sub-continent,  Gas Exchange for India and its evolution will 
help in making gas an important part of the energy basket in line 
with policy ambitions, besides promotion of private investments 
in infrastructure and exploration.

Deepak Mehta
Head – Business Development

SECTION-IV
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