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“Gas price politics” is ane of the
reasons cited for the defeat of the
Congress-led United Progressive
Alliance government in the recent
general election, and the Bharative
Janata Party-led national Dema-
cratic Alliance government is
playing it safe, It has deferred by
thres months the decision to
increase tha price, which was to

Gas pricing

The new government decides on a policy of wait and
watch on raising gas prices. Y RICHA MISHRA

Natural gas supply in India
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natural gas at the mouth of the
well, It excludes transport and
delvery costs, For LNG, besides the
wiall haad price, liqguefaction,
transportation and re-gasification
costs are taken into account to
arrive at the price.)

GLOBAL PRICES

The current glabal average price
at well head is arcund $4.7 a unit
Igas is measured in million British
thermal units]. Taxes and levies
ameount to about $2/unit. The
average LMNG price is over $12/unit
and the consumer gets it at around
£14-15/unit.

Taneja said India was working on a
price at the “well head” based on a

APM: administered price mechanism; mmbtu: million metric British thermal units
mmscmd: million metric standard cubic metres per day
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* LNG imports of Reliance Industries not included
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sound and transparent policy,
which would be a win-win for
all stakehalders, including
companies, He said India
should consider determining
tha price of domestically
producad gas in rupee instead
of dollar.

THE HIKE IMPACT

So why did the Marendra
Muodi governmant defer tha
decision an implemanting the
naw price?

A price hike will result in
fertilizers, electricity, piped
natural gas [domestic
coaking) and compressed
natural gas (transportation)
becaming mone expensive,
which will directly impact its
vate bank. But, if it chooses to
Inaulate the public from an

incraase, thers will be a
substantial increase in the
subsidy burdan on these
sactors.

Also, there is uncertainty
ower the two public interast
litigation petitions against the
price hike in the Supreme
Court, and the unresatved
arbitration issue with
Reliznce Industries-BP-Nika
Resources.

Basides, there ware
differences of opinion over the
formula suggested by the
C. Rangarajan Cammittee,
which formed the basis of Gas
Pricing Guidelines, Z014. It
was fell that the guidelines,
which were to ba notified
initially fram April 1, but were
deferred awing to the Election
Coemmission’s directive, did
not comply with the require-
ment in the preduction-
sharing contract that gas be
valued on the basis of
competitive arm’s length
sales in the region.

Playing it safe, the Modi
government defarred the
decision, stating that having
Just assumed office, it will be
most appropriate that the
whole issue is re-examined
comprehensively.

India has commissioned 15,340 km of natural
gas pipeline, with a capacity of 395 mmscmd,
across the country as part of national gas grid.
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Piped natural gas
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