No. ASTO/CWC/Performance/2018-22

02.08.2022

To,
CMD
ONGC
New Delhi - 110001
Sub: Enhancing ONGC’s Production and Performance
Respected Madam,
This is with reference to the meeting held on 21st July 2022 with ASTO at New Delhi
where the agenda submitted by ASTO was discussed in detail where enhancing
production was one of the main agendas.
ASTO had brought out that it had submitted an approach paper to MoPNG which is
under active discussion with ministry. You had advised that the same be submitted
again to EC members also. ASTO in its approach paper had made some suggestions
in the letter in order to achieve the Government’s vision of reducing the Oil imports
and enhancing the domestic production.
This approach paper was prepared after ASTO had invited suggestions from all the
Ongcians and after detailed deliberations compiled the recommendations which are
enclosed as Annexure-1. We have made suggestions that need to be taken up by the
government and also by ONGC. From the deliberations it can be concluded that
ONGC’s performance is at the point of inflexion and the suggestions given by us can
definitely help in moving up the performance curve.
It is felt that a detailed discussion in this regard be held with ASTO where the
suggestions can be deliberated in detail for implementation.
With warm Regards
Sanjay Varshney
General Secretary -CWC
Copy to:
1. Dir (HR)/Dir(Expl)/Dir(T&FS)/Dir(Onshore)/ Dir(Offshore)/ Dir(Finance)
2. ED-Chief ER
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ANNEXURE-1
1. BACKGROUND
Association of Scientific and Technical Officers (ASTO) is a registered society
representing the Officer’s community of ONGC since 1967. Since its inception, ASTO
has been always in forefront to suggest ways and methods to ensure ONGC be the
market leader in upstream Oil and Gas Industry and sustain its contribution to our
country’s economy. ASTO has been a motivator to bring about policy changes that
have played its part in ONGC becoming the biggest contributor on the hydrocarbon
map of India.
Thousands of Ongcians have contributed to ensure that ONGC continues to be the
market leader in upstream sector and steadily produce annually nearly 58 MMTOE of
oil and gas from ONGC operated fields, PSC/JVs fields and from overseas assets
through its subsidiary, ONGC Videsh Ltd (OVL). ONGC on standalone basis accounts
for nearly 73% of the total production (O+OEG) in India. ONGC is also credited for
finding and establishing seven out of the eight basins of India and shortly the ninth
basin also. ONGC has proven reserves of 580 MMTOE at the end of FY-2021and has
been continuously delivering Reserve Replacement Ratio (RRR) of more than one
(source ONGC Annual Report 2021).
ASTO vide letter no. ASTO/CWC/ONGC/MoPNG/2018-21 dated 11.11.2021 addressed
to Hon’ble Minister of Petroleum and Natural gas substantiated ONGC’s role in India
becoming a five trillion dollar economy. This was in response to a letter from MoPNG
where suggestions had been made by MoPNG to ONGC for increasing the Oil and Gas
production in India.
ASTO had made following suggestions in the letter in order to achieve the
Government’s vision of reducing the Oil imports and enhancing the domestic
production:
1. The mechanism of determining the price of natural gas be reviewed, in order
to make the Gas production viable.
2. Freedom to market small pools of Natural Gas which in present scenario
economically unviable and the mechanism is very cumbersome.
3. Optimize the number of statutory clearances and authorities.
4. Rejig procedural aspects to enable ONGC to take faster decisions.
Detailed deliberations between representatives of Central Working Committee
(CWC) of ASTO and Additional Secretary (Exploration), MoPNG were held during the
first meeting held on 20th December 2021 and second meeting on 10th January 2022.
During the meeting on 10th January 2022, ASTO made a presentation on Enhancing
Domestic Production of Oil & Gas. ASTO also brought out that participation of private
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operators in operating fields may not lead to the desired result as some of them left
the operator ship of prolific fields like Panna, Mukta & Tapti and did not renew their
leases despite the recovery factor not even crossing 10-20%. All these fields were
brought back to production by ONGC and also started producing more than what was
being produced by the private E&P operators.
The private E&P operators’ response to bidding rounds under OALP is also very tepid
as they may be giving priority to commercial aspects, prevailing business
environment for Oil and Gas Sector. ASTO brought out following challenges faced by
domestic E&P Sector:
1. Lack of participation by Private domestic and International E&P Operators in
Exploration & OALP Rounds.
2. Enhancing Domestic Exploration Activity.
3. Augmenting domestic production of Oil & Gas to meet the aggressive target of
producing domestically 40 MMT of Oil and 50 BCM of Gas by 2024-25
4. Unviable Natural Gas Prices
5. Procedural framework
Various suggestions to address these challenges were also discussed. After detailed
deliberations it was agreed that ASTO shall be submitting an approach paper on the
suggestions made by them. ASTO invited suggestions from all the Ongcians and after
detailed deliberations compiled the recommendations. One thing that emerged from
the deliberations was that government needs to further strengthen ONGC so that it
can deliver more than what it is doing right now. ONGC’s performance is at the point
of inflexion and it is going to only move up from FY 2022-23 onwards.
2. SUGGESTIONS
India produced nearly 30.49 MMT of Crude Oil and 28.67 BCM of Natural Gas
indigenously in the year 20-21. The annual consumption of petroleum products is
averaging approximately 200 MMT. In the year 2022-23 the consumption is expected
to be around 214 MMT. The consumption of natural gas is averaging 62 BCM. The
import dependence of crude oil is nearly 85% and for natural gas is nearly 55%. The
average R/P ratio for the year 2020, for the world is 53.5 and for India it is 16.1.
(Source PPAC report for Year 2020)
If we take FY 2021 data into consideration, out of the 15% of the domestic crude oil
that is contributed by indigenous production in the overall consumption, ONGC on
standalone basis produces nearly 66% of the crude oil and nearly 77% of natural gas.
Therefore, in order to achieve the target of enhancing the domestic production of
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Oil and Gas, ONGC shall continue to be the prominent force in enhancing the
domestic production. However, there are certain policy changes that need to be
reviewed in order to address the challenges as brought out above. Following are the
suggestions:
1. Enhancing participation by Private Domestic and International E&P Operators
in Exploration & OALP Rounds
1.1 Challenges
From the data available in public domain, India is not considered very
prospective. Despite several efforts, no other company than ONGC and to some
extent OIL, has been very aggressive in exploring the acreages allotted to the E&P
operators. As exploration is a very high risk endeavour hence commercial
decisions, lack of marketing freedom, frequent & multiple bidding rounds in a
year and tedious process of clearances resulting in delays and cost overruns may
be the factors that may be deterring companies in venturing into exploration in
India.
The OALP bidding rounds are too frequent where the companies are not able to
finalize their commercial bids in time due to factors that are beyond their control.
The moment one OALP bidding round gets over, DSF bidding round starts.
Simultaneously, NOCs are inviting bids for production enhancement contracts. It
is but natural that the E&P operators would not be able to make such investment
decisions in a hurry. As per Annual Report of DGH there are 176 companies
operating in upstream Oil and Gas business. But barring ONGC, OIL and one or two
more none of them are participating regularly in the bidding process.
There is a lack of an Independent regulator in Upstream E&P Sector which has
statutory powers to ensure timely clearances and exercise regulatory authority.
Directorate General of Hydrocarbon (DGH), as such does not have its own cadre,
it is dependent on either ONGC or OIL for providing the manpower on deputation
and on MoPNG for all their requirement. This gives rise to conflict of interest.
There is lack of empowerment in absence of regulatory authorization. The
awardee after signing of contract has to deal with multiple government and nongovernment agencies, different regulators.
DGH was formed after a committee in 1992 recommended the establishment of
an independent regulatory body called the Directorate General of Hydrocarbons
(DGH) for discharging the regulatory functions of leasing and licensing, safety and
environment and also development, conservation and reservoir management of
Hydrocarbon resources in India. Accordingly, Directorate General of Hydrocarbons
was set up through GOI resolution No. O-20013/2/92/ONG-III dated 08.04.1993
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under the administrative control of the Ministry of Petroleum and Natural Gas.
DGH as such has been working as an administrative council headed by Secretary –
MoPNG (source DGH website).
1.2 Suggestions:
DGH needs to be empowered by statutory provisions similar to PNGRB. Therefore
following suggestions are made:
1. DGH should be made E&P regulator with statutory powers.
2. DGH should have its own cadre drawn with relevant experience from the
private and public upstream sector etc. DG and ADGs (or the board members)
may be allowed to work till the age of 65 years and should be selected and
appointed as is being done for other regulatory bodies.
3. The mechanism of single window clearances at DGH should be implemented.
The operators shall submit all the relevant documents with DGH that are
required for the statutory clearances. This shall help the operators in ensuring
faster clearances.
4. It has been seen that safety plays a very important part in upstream E&P
sector. The recent incident of Baghjan blowout has shown that non adherence
to safety practices and safety management system can result in loss of a
prolific reservoir, loss of hydrocarbon which are irrecoverable and leads to
unnecessary delays in future projects. Multiple regulators for safety create
further problems. It is also evident that E&P operations cannot be typically
classified into mining and therefore should not be under the purview of Mines
Act. Hence, DGH should have an effective safety and environment wing with
regulatory powers. The E&P wing of OISD can be merged with DGH making it
a more effective department having statutory powers.
5. OALP Bidding should be once a year for all the acreages that are ready for
bidding. This shall give DGH as well as prospective operators’ time to analyse
and review the acreages and make informed investment decisions. This way
DGH shall have adequate time to have better organised road shows in India
and abroad.
6. Effective timelines need to be defined for ensuring the award of block to the
winner as it is seen that award of block after the bidding itself takes time.
7. The period for carrying out the agreed exploration program is defined. It has
been seen that number of dry wells over the years have increased
substantially. Therefore, to provide impetus to accelerate the exploration
program, an incentive for early completion of exploration plan needs to be
introduced. This incentive could be in the form of reduced cess and royalty in
case the block goes into development or some % of investment made by the
operator is reimbursed.
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2. Enhancing Domestic Exploration Activity
2.1 Challenges
The hydrocarbon sector plays a vital role in the economic growth of the country
as oil and gas continue to play a pre-eminent role in meeting the energy
requirements of the nation.
India has 26 sedimentary basins covering an area of 3.36 million square
kilometres. The sedimentary basins of India, on land and offshore up to the 400m
isobaths, have an aerial extent of about 2.04 million sq. km. In the deep water
beyond the 400m, the sedimentary area has been estimated to be about 1.32
million square kilometres. These basins are supposed to hold conventional
hydrocarbon resources of approximately 42 billion metric tonnes of Oil + Oil
equivalent gas (O+OEG). Out of which discovered conventional hydrocarbon inplace are around 12.076 billion metric tonnes of O+OEG. DGH Report of 2021 also
brings out that for India, Oil R/P is 15.59 and RRR is 0.39 and for gas (except CBM)
R/P is 38.19 and RRR is 1.08.
In-place hydrocarbon volume of 11159.33 MMT of Oil and Oil Equivalent Gas
(O+OEG) have been established by ONGC, OIL and Pvt/JVs under Nomination.
Ultimate reserves are 4374.70 MMT O+OEG and accretion in ultimate reserves in
the year 2020-21 is 41.61 MMT O+OEG. Balance recoverable reserves are 1599.69
MMT O+OEG. These reserves have been established in eight basins and CBM so far.
Details are as below (Source DGH Report on India’s Hydrocarbon Outlook for 2020-21):
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The last few years have seen significant policy reforms and progressive decisions
in the domestic upstream sector. Some of the key reforms have been introduction
of new licensing policy – Hydrocarbon Exploration and Licensing Policy (HELP) –
allowing for Open acreage system of bidding with marketing and pricing freedom.
ONGC played a major role in enhancing exploration activities in the country.
Bengal Basin became category-1 basin. Vindhyan Basin became category-2 basin
(shortly shall be upgraded to category-1 basin). Majority of the blocks in all seven
OALP bidding have been picked up by ONGC. Similarly in DSF Blocks also ONGC
has picked up 19 blocks so far. ONGC has also led the NSP campaign from the
front. ONGC holds the largest exploration acreage of 1,25,017 sq. Kms in India as
operator ONGC has been consistently drilling more than 100 exploratory wells per
annum which is one of the highest by an E&P company (source ONGC Annual
Report 2020-21).
Some areas of concern are:










Category-2 Basins: To make production commercially viable by induction of
new technologies and upgrading them to Category-1 basin.
Category-3 Basin: The major challenge is to expedite the exploration of nearly
50% area comprising of these 14 category-3 sedimentary basin to convert it
into category-2 and subsequently to category-1 basin.
Exploration is uniquely uncertain and highly cost intensive, especially the
deep and ultra-deep water. Reservoirs are becoming geologically complex
and highly heterogeneous. RRR is above 1 but size of discoveries has been
consistently reducing.
Exploration now faces environmental perception headwinds, thus there is
challenge of new investment and talent infusion word wide.
The exploratory location release mechanism for drilling exploratory wells
needs to be streamlined with expeditious timelines.
Private E&P operators in the country are not taking the risk to explore the
sedimentary basins as was envisaged.
International E&P operators are also not willing to invest in India’s upstream
E&P sector.

2.2 Suggestions
1. Strengthening National Data Repository (NDR) by enhancing the scope of
National Seismic Program (NSP), Currently NSP includes 2D seismic data
acquisition that too spatial. Inclusion of 3D data acquisition for both on land
and offshore areas in NSP. This shall further improve the data available for
the prospective blocks and shall help prospective bidders to take informed
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2.

3.

4.

5.

6.

7.

8.
9.

decisions. The cost of 3D acquisition can be recovered from the E&P
Companies whom the block is awarded or can be passed on as incentive.
The statuary clearances required can be obtained by DGH prior to the bidding
process. The process can be streamlined in collaboration with state
governments under the single window clearance.
ONGC and other NOCs to bid jointly with international E&P operators for OALP
blocks. The JV can be such that technical knowhow, competencies and
experienced manpower can be provided by the international E&P operators.
In case of commercial discovery, the development can be carried out as per
the terms and conditions of JV.
To attract international E&P operators, the government can develop an
Exploration Incentive fund from where it can incentivize such operators who
participate either on their own or as part of JV with ONGC/other NOCs.
ONGC may prioritize its exploration strategy in following areas:
 Re-exploration in mature basins
 New finds consolidation
 Establishing new basins
 Fast track Marginal Field development (cluster-8 in Mumbai offshore etc.)
 Collaboration with global E&P players for technology and knowledge
sharing for enhancing exploration efficiency in deep, ultra-deep and HP-HT
reservoirs.
 Commercial exploitation of locked up reserves like HP-HT, tight reservoirs
etc.
Majority of resources should be put into re-exploration of mature basins, as
lot of area still need to be explored and can be monetized much faster than
new finds.
For API (Acquisition, Processing, and Interpretation) cycle, ONGC has to carry
out frequent tendering for seismic data acquisition as per the timing of
handing over the block to ONGC for exploration. Long-term rate contract(s)
acreage/block wise can be finalized to optimize the time used for this activity
and the work can start immediately on award of the block.
Location releasing mechanism needs to be optimized. MDT approach for faster
clearance of locations with parallel approval process needs to be put in place.
Area wise long term rate contracts needs to be in place to ensure timely EIA
studies etc. for environment clearances. Hiring of EIA service provider through
tendering process for EIA study for every block/project, delays the process of
getting ECs.

3. Augmenting domestic production of Oil & Gas to meet the aggressive target
of producing domestically 40 MMT of Oil and 50 BCM of Gas by 2024-25
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3.1 Challenges
In the coming decades, India’s role will become central to global energy demand.
India’s energy consumption growth has been quite impressive and grown by 5.05
% CAGR during 2000-2019.
The country’s energy mix is highly dependent on fossil fuels, which cater to over
90 percent of the domestic energy needs. India’s energy demand is expected to
double by 2040 (CAGR of ~3% to 4%), driven by increase in current per capita
energy consumption and strong future economic growth.

From the above figure it can be inferred that oil shall continue to be 24-25% of
the energy basket and gas would be around 7-8% by 2040. Though there is major
emphasis on renewables and India has become the fifth largest renewable energy
market but still the fossil fuels shall be the primary driver of energy demand. This
effectively translates into the need for all upstream E&P companies to enhance
the domestic production. Government also aims to increase the percentage of gas
in energy basket to 15%. However, these are based on the present data but the
way energy transition is taking place the scenario may change leading to reduction
of percentage of fossil fuels in energy basket.
During the last two years there has been an overall impact on the economy in
general and industry in particular due to Covid-19 pandemic. E&P sector is no
different. As E&P is in essential services, hence the operations continued in order
to keep the energy pipelines running but few major E&P development projects
got delayed due to non-availability of services/equipment during this period. On
pandemic front, it looks like the worst is behind us.
Page 9 of 16

The era of easy oil was over long time back. For ONGC, the production is now
from depleting reservoirs, more complex in nature, more cost intensive and
requires faster clearances/decisions. The risk is also increasing as recently it is
seen that few development wells are also going dry. There is declining well
productivity with poor pressure support. The Infrastructure has not kept pace with
the changing times leading to loss of integrity of assets like pipelines, vessels etc.
Equipment have functioned beyond their service life and may need to be
replaced.
During the present FY21-22 it is expected that ONGC may produce around 19.9
MMT of oil on standalone basis and for gas the production would be around 21.5
BCM (source CS&P-ONGC, presentation to ASTO in December 2021). Despite the
pandemic, ONGC has been able to sustain the production levels.
In order to meet the aggressive target of producing domestically 40 MMT of Oil
and 50 BCM of gas by 2024-25, ONGC’s contribution are extremely important for
boosting the supply from present levels. If we take ONGC’s contribution of nearly
65% in the domestic production then ONGC shall have to produce nearly 26 MMT
of oil and 35 BCM of gas annually on standalone basis. At present, ONGC is
producing around 4, 20,000 BOPD. This has to be ramped up to nearly 5, 20,000
BOPD in order to produce 26 MMT of Oil annually by 2024-25. Similarly for gas,
ONGC is presently producing at around 58 MMSCMD would be required to be
ramped up to 85 MMSCMD (1 BCM = 2.74 MMSCMD). Though the task is challenging
but possible. It would require not only extra efforts by Ongcians but also support
from the government in the form of policy initiatives and incentives.
3.2 Suggestions
1. Field Development should have a long term plans (based on the reservoir data)
i.e. advance plan for next ten years especially for offshore fields and five years
for onshore fields. The developments should be planned with clear cut stage
gate process and defined EDCs. The tendering process needs to be initiated for
hiring of services for the same, during FY 2022-23 itself. This may require
additional/redeployment of manpower in Engineering Services, Offshore
Assets, enhancing powers of Asset Managers and Key Executives to take
operational and post contract decisions at their level. In order to fast track
implementation of FDPs, it may require to empower Asset Managers to take up
capital projects upto certain value at the Asset level itself.
2. Key executives need to be empowered to carry out temporary hiring of
manpower at Asset/Services level as per the requirement of the operations for
a period of maximum one year. A policy may be put in place to empower key
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3.

4.

5.

6.

7.

8.

9.

executives to hire temporary, experienced work force as per the guidelines of
the policy. They need not have to come to corporate level for the same.
Normally monetization of new finds takes nearly 7-8 years in offshore and
around 4-5 years in onshore. The processes for the same needs to be
streamlined, shortened so that we can cut this timeline by at least 40%.
Fast monetization of finds in matured fields like WO-5-13 discovery in south
main of Mumbai High field. Similarly, accelerated action plan needs to be in
place for development of KG-DWN-98/2 Clusters, Ashoknagar in Bengal Basin,
Hatta in Vindhyan basin and other recent finds in matured fields. Targets should
be set to start producing from them from FY22-23 onwards.
Mechanism for implementation of Capital Projects may be reviewed. For e.g.
some major EOR/IOR projects can be implemented on Open Book Estimate
(OBE) concept for faster monetisation.
Production Linked Incentive (PLI) schemes for enhancing production from
matured fields, marginal fields, usage of production enhancement techniques
like smart wells, digital well completions, horizontal multifracing, low salinity
polymer usage, new technology/innovations etc. should be introduced in order
to provide impetus for enhancing production.
Establishing Technology Management Centres (TMC) – Exploration may be led
by IRS, Production may be led by IOGPT and for Equipment & Engineering may
be led by IEOT. Technology induction programs needs to be on fast track giving
requisite powers to the Asset Managers and the concerned TMC for pilot
implementation and in case successful then take it forward for large scale
implementation. This may also require having strategic partnership to access
key capabilities with oil field service (OFS) companies, technology providers,
Institutes and universities especially for areas such HPHT, ultra-deep water,
EOR technologies etc. The identification of such strategic partnership can also
be for production enhancements especially with OFS companies rather than
inviting bids for the same.
A Well Analysis group at one of the Institutes – like IOGPT/IRS may be set up
on similar lines as at some of the multinational E&P companies. This group shall
be a multi-disciplinary group that shall examine and analyse all the dry wells,
sick wells and wells closed due to productivity problems. This analysis may help
in preparing plans for either abandoning the wells, re-entry in such wells and
also re-calibrate our exploration strategy in such fields.
For onshore fields land acquiring has become a very cumbersome and expensive
process. Therefore more and more cluster and pad drilling needs to be
encouraged in order to optimize the land usage and also enhance the
operational efficiency. It is also suggested that installations may be designed
as decks in onshore also like in offshore. This has already been implemented
by some E&P operators in India. This shall reduce the requirement of land and
enhance operational efficiency.
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10. Asset Integrity Management plays a very important role in ensuring sustained
production and efficiency in the long run. It is therefore important that we
carry out turn around maintenance of our Installations. During such turn around
maintenance activities, asset maintenance, revamping jobs can be carried out
that shall enhance the life of the asset and improve overall efficiency.
11. Engage experts to assess reserves and production potential in order to develop
the way forward for bringing into production the proven reserves. The R/P ratio
can be brought down to ~10-11.
4. Foray into Renewable and Alternate Energy Sources:
Renewables are expected to reach a share of ~8% in the energy mix by 2040.
However with the rapidly improving cost economics, regulatory headwinds
supporting clean energy and government’s push to support renewables may
change the scenario and therefore this percentage share may rise. Tightening
regulations are another key driver of shift towards clean energy. These include
multilateral frameworks such as the COP-21 agreement and national targets set
by governments to drive compliance to emission norms.
The uncertainty and speed of energy transitions makes it critical for ONGC to
strategically enhance its clean energy portfolio. Globally also the energy
companies are doing the same and are investing in renewables in order to de-risk
their fossil fuel business. It is also possible that funding for fossil fuel projects
may be stopped by financial services as it has been done in some parts of the
world.
There is an increasing trend towards investment in new energy resources by global
oil companies. In 2018 it was approximately ~3% of their total capital expenditure.
In some case it rose to ~6% of total capital expenditure (source BCG report on
ONGC’s ES-2040).
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With primary focus on upstream E&P business, it becomes very important for ONGC
to develop the capability in renewable energy space just like global energy
companies which are investing in renewables to hedge their portfolio against the
disruptions in energy mix, reduce their carbon foot print, take advantage of being
in energy business, handling large scale capital projects and experience of handling
offshore operations. ONGC has the same capabilities and is in fact needs to fast track
its foray into renewable energy as it will be required keeping the long term strategy
into consideration.
India has identified offshore wind potential in Tamilnadu and Gujarat estimated to
be around 160 GW. Government is expected to auction 5GW offshore wind energy
during this year as per MNRE. Therefore, ONGC has the right experience and capacity
to develop the offshore wind value chain.
ONGC needs to start working on this opportunity in this year itself. This shall require
forming partnership with experienced global service providers, developers,
equipment suppliers.
There should be a well-defined target and a director in-charge to drive the same. It
is suggested that ONGC should have a target of achieving 10-12GW of installed
capacity of renewable energy by 2040 with at least 3GW by 2027.
5. Monitoring the Performance of NOCs - MOUs:
5.1 NOCs especially in Upstream E&P sector cannot be treated just like any other
manufacturing/ refining company. E&P business is highly risky and returns
unpredictable. ONGC is an Integrated Oil & Gas company having all the
upstream functions including exploration, production, drilling and workover.
Further, it is making forays into renewables and oil to chemicals businesses
also. It already has a large foot print in refining and marketing through MRPL
and HPCL. The operations are highly hazardous, requiring continuous
attention and strict adherence to laid down procedures.
5.2 The MOU parameters should not be seen from the micro lens of performance
related payments but holistically in ensuring performance enhancement and
regular monitoring. The parameters should be such that can be managed and
controlled by the company and not dependent on external forces like market
capitalisation, share prices and other market dependent ratios.
5.3 Therefore the system of monitoring the performance through MoU between
ONGC and the administrative ministry needs to be oriented completely
towards enhancing the productivity and performance as an E&P company by
taking into consideration parameters based on Production, Exploration,
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Capital Projects, Financial parameters, R&D/technology induction and
Safety.
5.4 Keeping the above in view, following is proposed:
Sr. No.
1.

2.
3.
4.
5.
6.
7.
8.
9.

Parameter
Weightage
Financial (Revenue from Operations,
25
Asset Turnover Ratio, EBITDA as a % of
Revenue, Return on net worth and
return on capital employed)
Production of Crude Oil
30
Production of Natural Gas
20
Exploration – Reserve Replacement
5
Ratio (RRR)
Total number of Exploratory Wells
5
Drilled & completed
CAPEX
7
rd
CAPEX achievement till end of 3
3
quarter
Expenditure on R&D/New Technology
5
Induction
Safety – Ensuring LTIF <= 0.4
5

6. Unviable Natural Gas Prices:
6.1 Challenges
GOI has targeted to enhance the use of Gas in the energy basket from the existing
6-7% to 15% by 2030. This would require ramping up the production of domestic
gas as much as possible. However, the present system of determining the natural
gas price is out of sync with the market dynamics. Current notified gas price of
USD 2.90/MMBTU (GCV basis) for the period October 21 to March 22 is not enough
to cover the huge cost of investments that domestic companies have to make in
order to increase the domestic production.
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Trend of Natural Gas Price since November - 2014

The pricing formula has further following shortcomings:





Out of the four hubs in the pricing formula, three are in the countries with
very low wholesale gas prices (Canada, Russian Federation and USA).
No consideration to the imported LNG prices. The spot prices are much higher.
The average price of LNG DES West India, for FY 21-22 is USD $ 22.67/MMBTU.
The spot price on 25th March was USD 32.24 /MMBTU (source ONGC daily price
report of 25th March 2022).
The formula ignores cost of alternate liquid fuels as considered in the past.

(Source BP’s Statistical Review of World Energy 2021)







It can be seen from the above graph that US Henry Hub is the lowest of the
all gas price indices and is not in sync with India’s gas market conditions which
is more aligned to German and Japan price indices.
The formula deducts USD 0.50/MMBTU from the hub prices towards Transport
& Treatment (T&T) to arrive at well-head prices. As per the current pricing
formula, wellhead price for three hubs and Russia is determined by deducting
USD 0.50/ MMBTU towards transportation and treatment charges. But the sale
actually does not happen at well head. The sale happens after the gas is
transported to an Installation and treated (i.e. reducing the water content
etc.). So there is loss of USD 0.50 / MMBTU to all such E&P operators.
ONGC is incurring continuous losses and finding it difficult to sustain gas
business as more than 95% of its gas is sold at formula derived price.
Considering average gas prices, ONGC gas business is expected to remain in
loss as breakeven price of major ongoing/planned projects are in the range
of USD5 to USD9 /MMBTU. Same is the case for other NOCs.
Ceiling price for Gas produced from Deepwater, Ultra deep water and HPHT
areas. As per the MoPNG vide notification dated 21st Mar 2016 the producers
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have been allowed marketing freedom including pricing freedom subject to a
ceiling price. None of such project are commercially viable. The ceiling price
for the period October 2021-March 2022 is USD 6.13/MMBTU.
6.2 Suggestions:
1. Pricing mechanism needs to more Indian market centric, as the prices are
from the hubs of the country which are gas surplus and gas exporting nations,
making profits on exports especially LNG but having low wholesale gas prices.
Therefore the formula should include a factor of cost of imported LNG.
2. Providing a ceiling for difficult gas produced from Deepwater, Ultra
Deepwater and HPHT areas is making all such projects unviable resulting in
keeping the potential of such gas locked. It is therefore suggested that the
price ceiling on natural gas from these areas be removed and be made market
dependant.
3. The present rise of natural gas prices for the period April 2022 – September
2022 are an abrupt increase due to the geo-political scenario and sudden spurt
in demand. The same may not sustain in the long run. India has established
IGX – Indian Gas Exchange, this can be used as a regional Hub to discover the
prices for natural gas for Asian Region. Asia alone accounts for 70% of the
world’s liquefied natural gas market. In September 2013, India and Japan –
signed an agreement to work towards “rationalizing of LNG prices in Asia
Pacific” and “towards the development of a market environment that would
enable effective, stable and globally competitive LNG procurement”. This will
enable the mechanism to derive the natural gas price from the IGX. Further,
the Government can think of having all the deals on IGX only.
4. The T&T cost should not be deducted from the E&P operators as the sale does
not happen from well head.
5. The prices to consumers can be further rationalized if we can bring natural
gas under GST regime. This shall bring down the input cost of producing and
treating natural gas and thereby bring down the overall cost to the consumer
and also enhancing the usage percentage in the energy basket.

Page 16 of 16

