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Overview

OUR nation has historically
relied on coal to power its

electricity sector, liquid fuels as
feed stock and oil for its transport
sector. As per year statistics, coal
and oil accounts for around 57 and
30 per cent, respectively of total
primary energy supply in 2016. The
share of natural gas is only 6 per
cent. Energy mix of India is shown
in Graph 1.

However, because of
environmental reasons there is
rising need to change this energy
mix by focusing more on cleaner
fuels. Gas is one of the cleanest
fuels with less carbon dioxide per
joule delivered than either by coal

or oil. The development of Natural
Gas industry in the country started
in 1960s with discovery of gas fields
in Assam and Gujarat. After
discovery of South Basin fields by
ONGC in 1970s, Natural Gas
assumed importance. The
exploration activities in India were
earlier carried out only by the
National Oil Companies (NOCs)
like ONGC & OIL under
nomination regime. Later, private
companies were allowed to enter
into exploration through JV with
NOCs under Pre-NELP (New
Exploration & Licensing Policy,
1997) regime. Subsequently, 100
per cent foreign participation in
exploration was allowed in the
current NELP regime.

GRAPH 1

Natural Gas (NG) is one of the
cleanest fuels with less carbon
dioxide per joule delivered than
either by coal or oil. With rising
concerns for environment, NG
is set to play a major role in
energy baskets of many nations
and India is also equally focused
on thing changing trend. To
capitalise the gas market, many
agreements (both Spot & Long
Term) are being done for
sourcing NG at best prices and
new ports are being setup for
LNG imports in India like
Kamarajar Port, Dahej Port, etc.
City Gas Distribution (CGD)
provides the frame-work to
connect the NG being sourced
to common man of the nation.
There are various facets of CGD
like CNG stations for vehicles,
PNG connections for domestic
supply and NG supply to
industries for energy
requirement. This article
deliberates about the new
emerging market of NG and the
role CGD is set to play in
meeting energy demand of our
nation.
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Natural gas available in India
can broadly be classified into two
categories:

(i) Domestic Natural Gas

(ii) Imported Re-gasified Lique-
fied Natural Gas (R-LNG).

Supply and distribution of
domestically produced gas is being
carried out as per the government
guidelines issued from time to
time. The import of R-LNG falls
under the list of Open General
License Item and the marketers are
free to import LNG and sell the R-
LNG to customers.

Today, India’s primary energy
mix is dominated by coal and oil.
But the government wants to make
India a gas-based economy and

raise the share of natural gas in the
energy mix to 20 per cent by 2030.
However, to achieve a 20 per cent
share of natural gas in the primary
energy, it is required to attract and
sustain investments in the gas
infrastructure including the cross
country pipelines. Sector-wise
supplies of natural gas between
April-December 2016 is shown in
Graph 2.

Natural Gas Infrastructure
in India

Natural Gas Infrastructure
consists of the following:

(i) Cross Country Pipelines

At present, country is having
about 16470 km long natural gas

pipeline network in operation. In
order to develop gas grid
infrastructure across the country,
about 15000 km long additional
pipeline network have been
identified. Out of the envisaged
15000 km additional gas pipeline,
Petroleum & Natural Gas
Regulatory Board (PNGRB),
Government of India has already
authorized entities to construct
about 14500 km long pipelines and
same is under development.

(ii) R-LNG Terminals

Currently, 4 LNG terminals
with total regasification capacity of
26.3 MMTPA* (95 MMSCMD)** are
operational on the western coast of
the country, i.e. Hazira, Kochi,
Dahej and Dhabol.

* MMTPA – Million Metric Tonne Per Annum.
** MMSCMD – Million Metric Standard Cubic Meter Per Day.

GRAPH 2

(Figures in MMSCMD).
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(iii) City Gas Distribution (CGD)

City gas is a relatively new and
expanding sector, primarily limited
to urban areas. Households and the
transport segment across the
country are top priority customers
and the GoI is meeting 100 per cent
of their gas requirement through
domestically-produced gas. This
decision has brought down the
price of CNG and PNG for
households across the nation and
has led to an increase in gas
demand. The CGD sector
consumed 5.46 bcm in FY 2015-16
and 7.31 bcm in FY 2016-17.

CGD sector has following
distinct segments:

• Compressed Natural Gas (CNG)
predominantly used as auto-
fuel.

• Piped Natural Gas (PNG) used
in domestic, commercial and
industrial segments.

The details of existing CGD
infrastructure in the country, as on
1 October 2017  is as under:

government push, share of LPG is
increasing and with the domestic
cylinders slowly moving away
from government subsidy, the
PNG market has become lucrative.

CNG, another facet of CGD,
got established in market primarily
through the enforcement of
environmental legislation in the
early 2000s to curb air pollution in
city-wide transportation systems.
CNG is now prevalent in around 11
Indian states, with many cities
mandating its use in public
transport (taxis, auto-rickshaws
and buses). Growth in this sector is
severely constrained by
infrastructure – there are roughly
3 million CNG vehicles but only
1,273 CNG filling stations. CNG
infrastructure is also
disproportionately skewed
towards three states: the National
Capital Territory of Delhi (421
stations), Gujarat (396 stations),
and Maharashtra (245 stations).
India’s CNG consumption has been
growing at about 6 per cent per
year in recent years but needs
considerably more infrastructure
for the sector to take off. Sales of
CNG in FY 2016-17 grew by 9.7 per
cent over FY 2015-16. The Indian
Supreme Court gave the sector a
boost when in late 2015, it
mandated that all Delhi taxis must
convert to CNG and registration of
new diesel vehicles in the city will
no longer be allowed. If similar
measures are enacted in other
heavily polluted cities, it would
encourage sector growth.

CGD - PNGRB Bidding

Under the provisions of
PNGRB Act, 2006, PNGRB grants
the authorizations to interested
entities through a competitive bid

selection process for laying a CGD
network (PNG network) in a
specified Geographical Area (GA).
PNGRB has been considering
entire districts, which includes
rural areas, as  GAs for covering in
bidding rounds for grant of
authorization to develop city or
local natural gas distribution
(CGD) networks. The existing CGD
networks are concentrated in the
northern and western regions of
the country.

Recently, to fulfill the aim of
becoming gas based economy,
PNGRB conducted 9th round of
auction of city gas distribution
(CGD) licences. This was the
biggest auction with expected
investments of ̀ 70,000 crore which
is four times the cumulative
`15,000-18,000 crore invested till
fiscal 2018. On offer were 86
geographical areas (GAs) in 174
districts covering 29 per cent of
India’s population, compared with
a cumulative 56 GAs awarded in
the previous 8 rounds in the past
10 years. The new GAs on offer
include Chennai, Coimbatore,
Visakhapatnam, Aurangabad and
Bhopal, which have good demand
potential. Till now, there had
been much criticism of auction
policies; however in this bidding
round the response was way
better than before because of
revised bidding norms, and the
push from the government
through favourable policies.
These include marketing
exclusivity period of 8 years
(extendable by 2 years, compared
with 5 years earlier), tariff floors to
discourage unviable bids, removal
of additional bid bond requirement
and evaluation of bids based on
higher infrastructure creation.

Cooking is an important daily
household activity; it consumes
significant quantities of energy and
human effort. More than 70 per
cent of Indian household energy
use is for cooking and solid
biomass still accounts for about 85
and 25 per cent of rural and urban
cooking fuel. However, with

No. of PNG (Domestic) 3.87 mn
household connections

No. of PNG (Commercial) 25,180
connections

No. of PNG (Industrial) 7,079
connections

No. of CNG Stations 1,273
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With increased government
focus and transparent policies, this
sector is expected to have a great
boost in near future. As per
statistics, the expected cumulative
YoY demand (in MMSCMD) from
CGD sector is shown in Graph 3.

Conclusion
Natural gas is set to secure a

bigger position in the nation’s
primary energy pie. This is
underpinned by the following key
factors:

• Abundant and geographically
distributed gas reserves and
growing global trade of gas.

• Lower pollution and emission
levels, which help in meeting
greenhouse gas (GHG)
emissions commitments.

• Technological advancements
expanding the applications of
gas.

Specifically, CGD with
becoming the focused area by
government will definitely be a
game changer. However, this
growth will be driven by several
critical economic and social drivers
emerging from India’s national
development agenda.

One of the critical factors which
will impact the future of CGD is
securing long-term supply base to
meet the country’s growing energy
demand and address the energy
security agenda.

Following are few of the
initiatives having the potential to
boost overall domestic gas supplies
over the medium-to-long-term
period:

• Development of conventional
and unconventional gas
resources.

• Augmenting LNG import
capacity through brownfield

expansions and commissioning
of greenfield terminals.

• Development of transnational
gas pipelines such as
Turkmenistan-Afghanistan-
Pakistan-India (TAPI) pipeline,
etc.

Another factor, which can play
a conducive role for marketers is
unbundling of pipeline
transportation from natural gas
sales. Many of these initiatives are
already in the agenda of
regulators and expected to soon
get implemented. However, with
perceived benefits of CGD and
rising interest of both public and
private players, this sector is
definitely going to get a big
impetus which will be beneficial
for all  – economy of nation,
environment, industry and
people at large.

GRAPH 3

(Figures in MMSCMD).
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