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Preface 

 

Government of India targets to increase the share of natural gas to 15% in the energy 

basket of the country by 2030.  In this process some important steps are being taken to 

make structural changes in the Indian Gas Market to make it more customer friendly. 

Petroleum and Natural Gas Regulatory Board (PNGRB) is continuously working towards 

evolving the regulations to support development of Gas Market in India in order to achieve 

this goal. In this process, based on the request(s) of Pipeline Infrastructure Limited (PIL) 

and Gujarat State Petronet Ltd (GSPL), PNGRB constituted an industry wide committee to 

review the imbalance management services and expand the scope of Imbalance 

Management Services in line with global practices.  Expanding the Imbalance services will 

not only promote the short-term gas market but would also provide more options to the 

shippers for managing their imbalance portfolio. The Committee after studying the global 

practices has suggested customized additional imbalance management services, keeping 

in view the suitability for Indian gas industry and also suggested the principles on other 

related aspects of the Gas Balancing.  
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1.  Introduction:  

PETROLEUM AND NATURAL GAS REGULATORY BOARD ACT, 2006 NO. 19 OF 2006 enabled the Board to 

create regulations for petroleum, petroleum products and natural gas and to ensure uninterrupted and 

adequate supply of petroleum, petroleum products and natural gas in all parts of the country. One of the 

key functions of the Board is to protect the interest of consumers by fostering fair trade and competition. In 

exercise of the powers conferred by section 61 of the Petroleum and Natural Gas Regulatory Board Act, 2006 

(19 of 2006), the Petroleum and Natural Gas Regulatory Board notified the Petroleum and Natural Gas 

Regulatory Board (Imbalance Management Services) Regulations, 2016 to enable the transporter to provide 

Deferred Delivery Service to Shipper subject to availability of pipeline capacity.   PNGRB has decided to 

review the current provisions of Imbalance Management Services (IMS) and related aspects with regard to 

gas balancing on the request of PIL and GSPL.   

 

Gas Imbalance is a phenomenon which occurs when there is a mismatch between the quantity of gas 

delivered at Entry point and injected at Exit Point.  If the shipper off-takes less quantity of gas from the 

pipeline system than injected into it, then, the shipper is creating positive imbalance and if shipper off-takes 

more quantity of gas from the pipeline system than injected into it, then, the shipper is creating negative 

imbalance.  

 

Both type of imbalances, if left unchecked can impact the smooth operation of gas transportation network. 

Therefore, it is very important to maintain discipline in the gas network. Gas Balancing is a critical part of 

gas transportation business as this has implications not only on the operations of the pipeline but also on 

the commercial aspects of the gas business. However, various tolerance levels are provided to manage the 

operational requirement of the shipper. 

PNGRB has presently covered the Gas Balancing rules under its Access Code Regulations and Imbalance 

Management Services under the Imbalance Management Services Regulations.  PNGRB has constituted an 

Industry wide committee to review Imbalance Management Services comprising the following members:  
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Terms of reference for the committee are detailed below:  

i. What are the different options of imbalance management services being followed globally and to 

adopt the same as per Indian environment? 

ii. What are the principles being followed while offering such imbalance flexibilities? 

iii. What other services can be added in Imbalance Management Services in India.  What principles are 

required to be introduced to provide such services in India?  What are the likely issues in the suggested 

services?  Pros and Cons may be deliberated. 

iv. Following aspects of imbalance management may also be suitably addressed in the study 

a. General principles to be followed for gas balancing in gas pipeline. 

b. Periodicity of balancing the imbalances and settlement mechanism. 

c. Penalty provisions if any. 

d. Deliberation whether income from Deferred Delivery Services is to be kept out of or included in the 

preview of tariff. 

e. Details of information required to be shared by transporters and the platform of sharing information. 

f. Acceptance of PNGRB would be subject to compliances required from the check of system/ offline 

preparedness would be required. 

g. Priority of such services in the overall gas transmission obligations. 

h. Amendment required in the current regulations. 

v. Timeline to Submit Committee report is the 6 weeks from the date of this order 

vi. Subsequent to the submission of above report, public consultation and open house, the draft Gas 

balancing code in detail will be prepared by the committee within two months. 

The Committee had several rounds of meeting based on which this report has been developed.  

Name  Designation  Organization 

Mr. Pankaj Bhutani Joint Adviser PNGRB 

Mr. S. C. Gupta Deputy Adviser PNGRB 

Mr. Anant Khobragade GM (Mktg) GAIL 

Mr. Neeraj Pasricha   Head, RA  PIL 

Mr. Rupesh Shah AGM GSPL 

Mr. Ajay Mishra SM GSPL 

Mr. S. Balaji Head, Strategy & Policy Advocacy GMR Energy Ltd 

Mr. Ramamurthy Head, Gas Sourcing GMR Energy Ltd 

Mr. Vipin Chandra Chittoda Senior Consultant NGS 
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2. Global Practice: 

The Committee studied the Regulations related to Imbalance Management of USA (Federal Energy 

Regulatory Commission) and Gas Regulations laid down by European Commission.  As these markets are 

more mature than the other gas markets/practices followed globally, it was felt that closer analysis of these 

would give sufficient direction to crystallize the way forward for the Indian environment. Other countries 

are mainly emulating the regulatory practices followed by these regulators.  

The Committee for this study has referred to the regulations and practice being followed by European 

Commission (EU), Federal Energy Regulatory Commission (“FERC”), United States of America (Regulations 

referred to are placed at Annexure 1 and 2 respectively).  Findings from above on the major aspects of the 

Gas Balancing are deliberated below: 

(i) European Commission:   European Gas Balancing code focuses more towards promoting short term gas 

market, therefore codes prefer settlement of gas imbalances through the transparent short-term products 

like intra-day or day ahead market.  Code resorts to other balancing services only if these short-term 

products are not technically or financially feasible.   

REGULATION (EC) No 715/2009 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on conditions for 

access to the natural gas transmission networks. Principles of balancing rules and imbalance charges were 

laid down under Article 21 of this regulation. The major principles laid down by this article are:  

(a) Balancing rules shall be designed in a fair, non-discriminatory and transparent manner. 

(b) Balancing rules shall be market-based. 

(c) The transmission system operator shall provide sufficient, well-timed and reliable on-line based 

information on the balancing status of network users to enable them to take corrective measures.  

(d) The information provided shall reflect the level of information available to the transmission system 

operator and the settlement period for which imbalance charges are calculated.  

(e) Imbalance charges shall be cost-reflective to the extent possible. 

(f) Any calculation methodology for imbalance charges as well as the final tariffs shall be made public by 

the competent authorities or the transmission system operator, as appropriate.   

(g) Member States shall ensure that transmission system operators endeavor to harmonize balancing 

regimes and streamline structures and levels of balancing charges in order to facilitate gas trade. 
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EU has laid down the Gas Balancing codes within the broad framework of Article 21 of Gas Regulations.  

Major objective of the Gas Balancing code is to facilitate gas trading across balancing zones thus 

contributing towards the development of market liquidity and to give network users the certainty to 

manage their balance positions in different balancing zones throughout the Union in an economically 

efficient and non-discriminative manner.  Major features of Gas Balancing under the code are deliberated 

below:  

a. General Principle of Balancing System: The network users shall be responsible to balance their 

balancing portfolios in order to minimize the need for transmission system operators to undertake 

balancing actions set out under this Regulation.  The transmission system operator shall undertake 

balancing action to maintain network within operation limit and to achieve end of the line pack 

position with economic and efficient operation of the network.  

b. Balancing Period: EU regulations provide for balancing settlements on day end basis.  However, there 

is provision for intra-day (before day end) settlement with the special approval of the national 

regulatory authority. 

c. Imbalance Charges (IMC):  Imbalance charges are linked to the Gas price and shall take account of 

the prices associated with transmission system operator’s balancing actions, if any, and of the small 

adjustment.  The same are calculated on the following principle 

1. Negative Imbalance: For buying gas (by shipper), price would be the higher of the highest price of any 

purchases of gas in the transmission system operator network in respect of the gas day or the 

weighted average price of gas in respect of that gas day, plus a small adjustment. 

2. Positive Imbalance: For selling gas (by shipper), price would be the lower of the lowest price of any 

purchases of gas in the transmission system operator network in respect of the gas day or the 

weighted average price of gas in respect of that gas day, minus a small adjustment. 

3. For the purpose of determining the applicable price, relevant article is reproduced below: 

Article 22 - Applicable price  

1. For the purpose of daily imbalance charge calculation as provided in Article 23 the applicable price 

shall be determined as follows:  

(a) marginal sell price where the daily imbalance quantity is positive (i.e. the network user’s inputs for 

that gas day exceed its off-takes for that gas day); or  
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(b) marginal buy price where the daily imbalance quantity is negative (i.e. the network user’s off-takes 

for that gas day exceed its inputs for that gas day). 

A marginal sell price and a marginal buy price shall be calculated for each gas day pursuant to the 

following:  

(a) a marginal sell price is the lower of:  

(i) the lowest price of any sales of title products in which the transmission system operator is involved 

in respect of the gas day; or  

(ii) the weighted average price of gas in respect of that gas day, minus a small adjustment. 

(b) a marginal buy price is the higher of:  

(i) the highest price of any purchases of title products in which the transmission system operator is 

involved in respect of the gas day; or  

(ii) the weighted average price of gas in respect of that gas day, plus a small adjustment. 

The small adjustment shall:  

(a) incentivize network users to balance their inputs and off- takes;  

(b) be designed and applied in a non-discriminatory manner in order to:  

(i) not deter market entry;  

(ii) not impede the development of competitive markets;  

(c) not have a detrimental impact on cross-border trade;  

(d) not result in network users’ excessive financial exposure to daily imbalance charges.  

The value of the small adjustment may differ for determining the marginal buy price and the marginal 

sell price. The value of the small adjustment shall not exceed ten percent of the weighted average 

price unless the transmission system operator concerned can justify otherwise to the national 

regulatory authority and have it approved. 

Article 23 - Daily imbalance charge  

 1. To calculate daily imbalance charges for each network user, the transmission system operator shall 

multiply a network user’s daily imbalance quantity by the applicable price determined in accordance 

with Article 22.  

2.  Daily imbalance charges shall be applied as follows:  
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(a) if a network user’s daily imbalance quantity for the gas day is positive then this network user shall 

be deemed to have sold gas to the transmission system operator equivalent to the daily imbalance 

quantity and therefore shall be entitled to receive a credit in respect of daily imbalance charges from 

the transmission system operator; and  

(b) if a network user’s daily imbalance quantity for the gas day is negative then this network user shall 

be deemed to have purchased gas from the transmission system operator equivalent to the daily 

imbalance quantity and therefore shall be obliged to pay daily imbalance charges to the transmission 

system operator.  

d. Principle of Neutrality: The transmission system operator shall not gain or lose by the payment and 

receipt of daily imbalance charges. TSO shall after adjusting its reasonable cost incurred in the 

balancing activities pass on the revenue or cost due to balancing actions to the network users. The 

transporter shall pass on the revenue or cost through the neutrality charge to the network users 

following the principles as laid out in Article 29 of regulations which are reproduced as under: 

The transmission system operator shall pass to network users:  

(a) any costs and revenues arising from daily imbalance charges and within day charges;  

(b) any costs and revenues arising from the balancing actions undertaken pursuant to Article 9, unless 

the national regulatory authority considers those costs and revenues as incurred inefficiently in 

accordance with the applicable national rules. This consideration shall be based upon an assessment 

which:  

(i)shall demonstrate to what extent the transmission system operator could have reasonably 

mitigated the costs incurred when undertaking the balancing action; and  

(ii)shall be made with regard to the information, the time and the tools available to the transmission 

system operator at the moment it decided to undertake the balancing action;  

(c)any other costs and revenues related to the balancing activities undertaken by the transmission 

system operator, unless the national regulatory authority considers these costs and revenues as 

incurred inefficiently in accordance with the applicable national rules.  

Where an incentive to promote efficient undertaking of balancing actions is implemented, the 

aggregate financial loss shall be limited to the transmission system operator’s inefficiently incurred 

costs and revenues. 
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The neutrality charge for balancing shall be paid by or to the network user concerned. The national 

regulatory authority shall set or approve and publish the methodology for the calculation of the 

neutrality charges for balancing, including their apportionment amongst network users. 

e. Tolerance Limits: Tolerance limits are the limits with in which network users are allowed to keep the 

imbalances provided the same is not impacting the pipeline operations. In order to maintain discipline 

among shippers, tolerances may only be applied in the European Context in case network users do 

not have access to the following: 

1. short term wholesale gas market that has sufficient liquidity;  

2. gas required to meet short term fluctuations in gas demand or supply; or  

3. Sufficient information regarding their inputs and off- takes.  

Tolerances shall then be applied:  

4.  with regard to network users’ daily imbalance quantity;  

5.  on a transparent and non-discriminatory basis;  

6. only to the extent necessary and for the minimum duration required. 

f. Imbalance Management Services (IMS): Following are some of the services allowed in EU for 

managing the imbalances. 

1. Line pack flexibility (Article 43): A transmission system operator may offer line-pack flexibility 

service to network users. The line-pack flexibility service shall be limited to the level of line-pack 

flexibility available in the transmission network. Gas delivered to and off-taken from the 

transmission network by network users under this service shall be taken into account for the 

purpose of calculation of their daily imbalance quantity. The revenue neutrality mechanism shall 

not apply to the revenue from line pack flexibility service unless otherwise decided by the 

national regulatory authority. Presently in India, this is being offered a Deferred Delivery 

Service. 

2. Trading of Imbalance Portfolios: Network users can trade their balancing portfolios during the 

day.  They have to provide the information to the TSO with all the required details within the 

specified timelines. 

3. Short term Standardized Product (cash out): TSO plays the role of settling the imbalance 

quantities with the help of the Short-Term Standardized product. The short-term standardized 
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products shall be traded for delivery within a day or on a day ahead basis seven days a week.  The 

transmission system operator has to give priority to short term standardized products for 

balancing actions over the other balancing services  

g. Incentive Mechanism: There is provision to incentivize the TSO for undertaking balancing actions 

efficiently. As per Article 11, the incentive mechanism shall:  

(a) be based on the transmission system operator’s performance via capped payments to the 

transmission system operator for outperformance and by the transmission system operator for 

underperformance, that are measured against predetermined performance targets which may 

include, inter alia, costs targets;  

(b) take into account the means available to the transmission system operator to control the 

performance;  

(c) ensure that its application accurately reflects the allocation of responsibilities between the 

parties involved;  

(d) be adapted to the state of development of the relevant gas market where it is to be 

implemented;  

(e) be subject to a regular review by the national regulatory authority in close cooperation with the 

transmission system operator to evaluate where and to what extent changes thereto may be 

needed.  

This provision may not be relevant under current Indian scenario. 

(f) Information Obligation of Transporter: TSO is required to provide information to its users to 

support the network user in managing its risks and opportunities in a cost-efficient way. 

(ii) USA:  

a) What are the principles being followed while offering such imbalance flexibilities? 

Small imbalances generally do not impact the operations of the pipeline, but large imbalances can have 

a substantial impact on pipeline operations.   For example, if pipeline receives much more gas than it 

redelivers during the day, the pressures on the pipeline can increase to dangerous levels.  

After the Order no. 636 of FERC passed in April 1992, the responsibility for balancing was transferred to 

shippers and pipelines could impose significant penalties on shippers who did not balance receipts with 

deliveries.  The magnitude and disposition of the penalties are not specified and the method of resolving 

imbalances are not set by Order 636, but are left to the pipelines, producers and purchasers to work out. 
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Imbalances in contract deliveries are addressed in requiring pipelines to maintain operational control 

and allowing "appropriate penalties" to encourage proper scheduling. Over time FERC established 

general policies regarding imbalance penalties.  The general policies inter alia include:  

1. A pipeline entity assessing imbalance penalties on its shippers must make imbalance Management 

Services available to the shippers; 

2. Before imposing imbalance penalties, the pipeline entity must allow its shippers to net and trade 

imbalances; 

3. Imbalance penalties are not required, but if they are assessed by a pipeline entity, imbalance 

penalties may only be assessed where necessary to ensure system reliability. 

4. A pipeline entity that assesses imbalance penalties must provide to shippers, on a timely basis, as 

much information as possible regarding the imbalance and overrun status of each shipper and the 

entire pipeline system imbalance; and  

5. A pipeline entity that assesses imbalance penalties may not retain the penalty revenues, but must 

credit the penalty revenues (net of costs) to the non-offending shippers. 

FERC’s general policy is that a pipeline entity is entitled to recover its costs in providing service, plus a 

reasonable return.   

b) FERC regulations regarding Penalty Provisions, state:  

A pipeline with imbalance penalty provision in its tariff must provide, to the extent operationally 

practicable, parking and lending or other services that facilitate the ability of its shippers to manage 

transportation imbalances.  A pipeline must also provide its shippers the opportunity to obtain similar 

imbalance management services from other third party service providers (like storage operators) and 

shall provide those shippers using other providers access to transportation and other pipeline services 

without undue discrimination or preference.   

c) Imbalance Management Services:  

FERC regulations permit certain services to be provided to manage the imbalance in the system. FERC 

has also approved a variety of other imbalance management services such as Deferred Delivery Services, 

Auto Balancing services, and Storage in Transit services for various pipelines over time. Charges for such 

imbalance management services are mutually agreed between the shipper and transporter, however 
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FERC approval for these charges is required. FERC allows transporter to retain IMS charges over and 

above the tariff revenue. Some of these are: 

1) Parking & Lending Service: The primary imbalance management service pipelines offer is Parking and 

Lending service, which is essentially short-term storage service available through the use of the pipeline’s 

line pack.  “Parking” service is a service where shippers may deliver additional gas during specified 

period, which gas the pipeline will hold for the shipper for use in the future.   “Lending” service is a 

service where a pipeline will lend gas to a shipper during a specified period, with the gas to be repaid in 

future. 

FERC regulations require a pipeline to offer parking and lending services to the extent operationally 

practicable. 

If Parked quantities are withdrawn or Loaned quantities are paid back to a point other than the original 

point(s), Shipper shall be responsible for arranging Transportation Service to or from the original point(s) 

and for paying all applicable charges and surcharges. 

Unless otherwise agreed by Shipper and Transporter:  

(a) any Parked quantity not Nominated for withdrawal by the end of the term of an Agreement shall become 

the property of Transporter at no cost to Transporter free and clear of any adverse claims;  

(b) any Loaned quantity not paid back pursuant to the end of the term of an Agreement shall be sold to 

Shipper at 150% of Transporter's Cash Out System Index Price.  

In the event Gas is confiscated, Transporter will credit the value of such Gas (less Transporter’s costs) to 

Shippers (non-offending shippers). 

2)  Netting and Trading Imbalances 

 Even if pipeline offer imbalance management services, as required by FERC regulations, the pipeline still 

cannot impose imbalance penalties on shippers unless the pipeline allows its shippers to net and trade 

imbalances.  The FERC regulations state:  

A pipeline entity must establish provisions permitting shippers and their agents to offset imbalances 

accruing on different contracts held by the shipper with the pipeline and to trade imbalances with 

other shippers where such imbalances have similar operational impacts on the pipeline’s system. 
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Thus, even if an imbalance remains for a shipper, after such shipper has taken advantage of available 

imbalance management services (or elected to not take advantage of such services), the shipper will 

have another opportunity to avoid imbalance penalties through netting or trading the imbalance.  

“Netting” is the practice of offsetting imbalances on different contract held by the same shipper.   

Imbalance Trades: The term "Imbalance Trade" shall mean the reallocation of imbalances from one 

Shipper to another Shipper in order to reduce the imbalances of both Shippers. 

(i) A Shipper, acting without the assistance of Transporter, may negotiate an Imbalance Trade 

arrangement with another Shipper. 

(ii) Upon Shipper's designation, Transporter shall post on its electronic bulletin board the Shipper's 

availability to Trade imbalances. Such posting shall include the imbalance quantity available to be 

Traded, the Shippers' contact name(s) and phone number(s) and any special conditions.   

(iii) Shippers shall negotiate the terms of any Trades among themselves. 

(iv) Only Trades which have the effect of reducing a Shipper's imbalance quantity under a specific 

Agreement are permitted. 

(v) After completion of all Trade transactions, Transporter shall apply the Traded imbalance quantities 

to Shipper's Agreement imbalance quantity.  After all successful imbalance trades have been 

completed, the remaining imbalance will be cashed out. 

3) Cash Out:   All remaining imbalances shall be subject to the following Cash Out provisions:  

(i) Determination of Cash Out Quantities:  The term "Cash Out" shall refer to the application of a 

market-related rate for the period as approved by FERC for imbalance quantity. Application of the 

Cash Out process will result in a monetary value due to the Shipper or Transporter which upon 

payment, will result in reduction of the imbalance to zero. Transporter shall determine the 

imbalance quantity applicable to each agreement through the last Day of the period as allowed by 

FERC. 

(ii) Shippers shall have the opportunity to cure the imbalances to the extent practicable till such 

allowed period.  Such reductions, if any, shall determine a final imbalance for each agreement.  

(iii) Transporter and Shipper shall Cash Out by applying the Cash Out linked to the Index Price to the 

final imbalance quantity. 

   Cash Outs shall be priced at the following premium or discount from the Cash Out Index Price. 
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S.No. Imbalance Percent daily allocated 

quantity 

Cash Out Index Price 

Premium/Discount Percent 

1 0% -  5% 0% 

2 > 5% - 10% 10% 

3 >10% - 15% 15% 

4 >15% - 20% 20% 

5 >20% 25% 

      Shipper's final imbalance on any agreement shall be Cashed Out at a price calculated by multiplying the       

final imbalance by the applicable rate as determined above.         

Upon payment of the appropriate Cash Outs amounts, the final imbalance under the affected agreement 

will be reduced to zero effective at the end of the Month in which the imbalance occurred.    

Many of the cash out provisions are tiered so that higher penalties are imposed on larger imbalances.  

“Cash Out" pays the shipper for "excess delivery" at a discounted price, or the shipper must purchase at 

premium the "short delivery" from the pipeline at indexed market price like Average Monthly Index Price 

published in “Natural Gas Week”. This makes the delivery of the correct volume financially profitable for 

all parties. 

 
4) FIRM DAILY BALANCING SERVICE (Source: FERC Gas Tariff Third Revised Volume No. 2) 

 Firm service that provides for the daily balancing of flow variations between the daily scheduled quantities 

and the daily flowing gas quantities at  the  Qualified  Point(s)  of  Delivery. This is available to any “Shipper” 

for the daily balancing of natural gas under the following conditions:  

(a) Transporter has determined that it has (or will secure) sufficient available uncommitted capacity and 

has the physical capability to provide the firm daily balancing service requested by Shipper, as well as 

all of Transporter’s other firm service commitments;  

(b) Shipper has made a valid and complete request for service pursuant to the General Terms and 

Conditions of the Agreement;  

(c) Firm daily balancing service (“FDBS”) is available only at Qualified Delivery Points on Transporter’s 

system. A Qualified Delivery Point may be an individual location or an aggregation of locations. 
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(d) Information related to imbalances: FERC also requires that “A pipeline with penalty provisions in its 

tariff must provide to shippers, on a timely basis, as much information as possible about the imbalance 

and overrun status of each shipper and the imbalance of the pipeline’s system. 

(e) Ensuring System Reliability: In addition to required imbalance management services and the 

requirement that a pipeline must allow shippers to net and trade imbalances prior to imposing 

imbalance penalties, FERC will only allow a pipeline to charge imbalance penalties “to the extent 

necessary to prevent the impairment of reliable service.” 

(f) Crediting of imbalance penalties: If Transporter is allowed to charge penalties for imbalances to prevent 

impairment of reliable service.  The pipeline has to give the imbalance penalties back to its shippers.  

FERC views penalty revenues as additional revenues on top of the pipeline’s cost of service and return.  

Therefore, FERC does not allow pipelines to retain the penalty revenues, rather FERC requires pipelines 

to refund all penalty revenues (net of costs) to their shippers who did not create the imbalance. 

During the meeting of Indo US GTF subcommittee, the FERC team informed that the mechanism of 

crediting of penalty amount is also required to be approved by FERC. 

3. Power Transmission in India:  

(i) As the nature of commodity and the level of market maturity is different in Power and Gas sectors in 

India, therefore, committee discussed the Power sector transmission with respect to the rules for 

imbalance management in Principle and deliberated briefly in the following paras: 

(ii) Similar to gas balancing rules, in Power sector there is deviation settlement regulations.  However, 

responsibility of the transporter is to make available the transmission system in return the fixed monthly 

charges are paid to the transmission entity based on the commitments. Nodal Dispatch Centre (NDC) 

play the role of maintaining the balance in the power transmission. NDC, based on the drawl and 

generation situation decides the responsibility of Generation or drawl by the entities. 

(iii) In power sector there are both regulatory and commercial provisions to maintain the imbalances.  Power 

can be purchased on real time basis to cure the difference in actual vis-vis scheduled. 

(iv) In Power sector, frequency of Power is a critical factor and likewise with Gas one can compare it with 

the pressure of the Gas, both being critical for transportation of the commodity. 

(v) The equipment in our home, factory or office is designed to operate at 50hz within a tight tolerance so 

it’s very important to keep the frequency of power supply stable. The margin for error is very small. In 
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fact, any power with a frequency as little as one per cent above or below the standard 50Hz risks 

damaging equipment and infrastructure if it persists 

(vi) Power sector has linked the deviation rules with the quality of the Power i.e. frequency.  Frequency band 

specified by regulation is 49.85 - 50.05(Hz) 

(vii) Like in Gas Transportation, transporter has to ensure that the quality of gas should be within CV band as 

specified by the transporter anything outside the band, transporter has the right to reject. 

(viii) Deviation Settlement Mechanism (DSM) provides for deviation for both the generator as well as 

beneficiaries (network users). 

a. Deviation for Generators   = Actual Generation – Scheduled Generation  

b. Deviation for Beneficiaries = Total Actual Drawl – Total Scheduled Drawl 

(ix) Balancing Period: There is 15 minutes balancing period. 

(x) Tolerance Limits: 

a. If frequency is in the band 50.05 > f >=49.85 H Deviation (UD/OD/UI/OI) is allowed up to 12% of 

schedule or 150 MW, whichever is lower; 

b. If frequency is -  f< 49.85 Hz – beyond tolerance limit – No over drawl or under Injection is allowed-  

c. If frequency is - f >=50.05 Hz – beyond tolerance limit, no under drawl or over injection is allowed. 

(xi) Imbalance Charges:  

a. There are charges for different slabs of variation with the cap rate. These charges are for the 

commodity. 

b. Apart from deviation charge there are charges for not starting taking corrective action in set time 

lines. Corrective action is in terms of sign change in every 6 time blocks, which means entity has to 

demonstrate the steps, for example, if entity is under drawing/over drawing then entity has to 

demonstrate by changing the drawl rate which demonstrate his drawl will be within schedule. Each 

violation of this requirement shall attract an additional charge of 10% on the time block DSM 

payable / receivable as the case may be. 

(xii)Payment of Power units: Beneficiary make the payment for the power for the schedule quantities based 

on the commitment made. That is why in case of under drawl or under injection beneficiary receive the 

charges. 

(xiii) Treatment of Charges: Charges will be received and given to Generators or Beneficiaries. In case of over 

drawl/Under Injection Utilities/Generator will have to pay the applicable DSM charges to the pool. CERC 
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has now entrusted that most of the surplus charges created due to various charges like Congestion 

charge, surplus DSM charges, RLDC reactive energy charges, etc. shall all be credited to one account 

already in place called Power System Development Fund (PSDF). CERC has already formulated PSDF 

regulations.  

Congestion amount realized from the difference in the market prices of different regions because of 

market splitting in power exchanges as per power market regulations will be credited to the PSDF. 

The deviation settlement charges will be made to DSM pool called regional deviation pool account fund 

according the claims under the DSM regulation. The entities which needs to be paid based on over 

injection, under drawl etc. will be settled from this pool account. Later the Surplus deviation settlement 

charges will be credited to the PSDF. 

“All payments on account of Charges for Deviation including Additional Charges for Deviation levied 

under these regulations and interest, if any, received for late payment shall be credited to the funds 

called the “Regional Deviation Pool Account Fund”, which shall be maintained and operated by the 

concerned Regional Load Despatch Centre (RLDC) in each region” 

The Regional Load Despatch Centre (RLDC) shall, on monthly basis, prepare and publish on its website 

the records of the Deviation Accounts, specifying the quantum of over-drawl/ under-injection and 

corresponding amount of Charges for Deviation payable/receivable for each buyer and seller for all the 

time-blocks between certain prescribed frequencies.  

A statement of Charges for Deviations including Additional Charges for Deviation levied shall be prepared 

by the respective Regional Power Committee (RPC) on weekly basis based on the data provided by the 

concerned RLDC(s). 

Based on the Deviation accounts, the settlement will be carried out by the respective RLDCs 

The surplus amount, if any in the Deviation Pool Account Fund as on last day of the month, shall be 

transferred to a separate fund namely "Power Systems Development Fund (PSDF)" in the first week of 

the next month and shall be utilized, for the purpose as specified in the PSDF regulations. 

PSDF will be maintained and operated through the Public Account of India. PSDF be utilized for funding 

transmission infrastructure projects to relieve congestion in interstate and intrastate transmission 
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systems affecting the inter-state transmission systems, renovation and modernization of transmission 

and distribution systems for relieving congestion etc.  

The funding for projects from PSDF to the entities shall be in the form of grant, and the grant amount 

would be reduced from the capital cost of the project.  

The process for approval of funds: There is a nodal agency NLDC which in turn will study all the proposal 

submitted which in-turn will recommend to the Appraisal committee under CEA chairman and once the 

committee approves, Secretary MoP will under an Inter-ministerial committee will approve the sanction 

of funds.  

4. Comparison at a Glance: 
Balancing 
Principle 

European Union United States Indian Power Transmission 

Balancing 
Period 

Daily (1) 
(With special 
approval within 
day balancing and 
charges is also 
allowed) 

Daily (Firm Daily Balancing Service is available 
only at Qualified Delivery Points on 
Transporter’s system) 

15 minutes 

Tolerance Limits 
for Imbalance 
Quantities 

 Flexible; no fixed 
range Code 
specifies 
principles for 
Tolerance Limits 
 

 

 Applicable only in 
case network 
users do not have 
access to short 
term wholesale 
gas markets or gas 
to meet daily 
fluctuations. 
 
 

Flexibility to Transporter, subject to regulatory 
approval. One such example is as below: 
 Range Defined for penalty: 
0 – 5% 
> 5% - 10% 
> 10% - 15% 
> 15% - 20% 
> 20% 

a. If frequency is in the 
band 50.05 > f >=49.85 H 
Deviation (UD/OD/UI/OI) is 
allowed up to 12% of schedule 
or 150 MW whichever is lower 

b. If frequency is -  f< 
49.85 Hz – beyond tolerance 
limit – No over drawl or under 
Injection is allowed-  

c. If frequency is - f 
>=50.05 Hz – Beyond tolerance 
limit, No under drawl or over 
injection is allowed.  
 

Type of 
Imbalance 
Services 

 Netting & Trading 

 Cash settlement  

 Line pack 
flexibility 

 Netting and Trading imbalances 

 Cash Out  

 Parking and lending 

 Deferred Delivery services 

 OBAs 

 Firm Daily Balancing 

The Cash out through exchange 
does not happen but for 
settlement purposed the 
average clearing price(ACP) is 
taken from the Exchange but 
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Balancing 
Principle 

European Union United States Indian Power Transmission 

 Overrun 

 Automatic Nomination Service 

settled by RLDCs (regional load 
dispatch center) 

Charges for 
Providing 
Imbalance Mgt. 
Services(IMS) 

Respective 
regulator 
approves the 
imbalance 
management 
service charges 

I 
No fixed rates, FERC approves rates for each 
pipeline. (Similar to Indian practice of fixing 
ceiling for IMS charges) 

 
Sale and Purchase at exchange 
price directly by network users 
and generators.  

Treatment of 
amount 
received from 
IMS 

Transporter retain 
over and above 
transportation 
charges i.e. 
allowed to retain 
over and above its 
entitled returns 
from tariff  ( 
Article 43) 

Transporter retain over and above 
transportation charges i.e. allowed to retain 
over and above its entitled returns from tariff.  

there are two charges (i.e) DSM 
charges based on under 
injection or over-injection 
which gets settled between the 
generators and utilities but 
also penal charges if you 
deviate more than the 
prescribed norms which is 
retained in the pool account 
and later transferred to PSDF 
(Fund for improving 
Transmission Infrastructure) 

Type of 
Penalties for 
Imbalance 

Daily basis 
Positive 
&Negative 
The daily 
imbalance charge 
shall be cost 
reflective and 
shall take into 
account  the prices 
associated with 
transmission 
system operator’s 
balancing actions 
plus  the small 
adjustment(6) . 

 Imbalance penalties only assessed where 
necessary to ensure system reliability 

 Different type of penalty mechanism, fixed 
charges, cash out linked to gas price with 
premium or discount, etc.  

 Ex: any Loaned quantity not paid by the end of 
the term of an Agreement and PAL RO shall be 
sold to Shipper at 150% of Transporter's Cash 
Out System Index Price. 

 Any Parked quantity not Nominated for 
withdrawal by the end of the term of an 
Agreement and PAL RO shall become the 
property of Transporter at no cost to 
Transporter free and clear of any adverse 
claims 
 
 

Slabs based variation charges 
with the cap rate for the 
commodity   
 
Additionally, 10% charges for 
not initiating corrective 
measures. 

Treatment of 
Penalties( 
Equivalent to  
amount 
deposited in 
Escrow account 
in India) 

There is concept 
of Neutrality 
arrangement 
wherein 
imbalance charges 
received by the 
transporter is 

 Before imposing penalties, shippers must be 
allowed to net & trade imbalances 

 No retention of net penalty revenues by 
Pipeline entities but they must credit the 
penalty revenues (net of costs) back to 
shippers who are not offenders 

Charges will be received and 
given to Generators or 
Beneficiaries as the case may 
through a pool account 
mechanism. 
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Balancing 
Principle 

European Union United States Indian Power Transmission 

distributed back 
to the network 
users after 
adjusting for cost 
incurred by the 
transporter. 
(Article 29/30)  

 Penalty revenues considered as additional 
revenue on top of the pipeline’s cost of 
service & reasonable return 

 FERC doesn’t allow pipelines to retain such 
revenues 

 FERC require pipelines to refund all penalty 
revenues (net of cost) to shippers. Pipeline 
may only net the costs that incurred in gas 
management. 

Details of 
Information to 
be shared by 
Transporter to 
enable shippers 
to manage 
imbalance 

 Transporter 
provide all 
information to 
shippers 
required to 
manage their 
imbalances. 

 Transmission 
system provide 
such 
information on 
operator’s 
website or other 
system 
providing the 
information in 
electronic 
format. 

 Pipeline must provide to shippers, on a timely 
basis, as much information as possible about 
the imbalance and overrun status of each 
shipper and the imbalance of the pipeline's 
system. 

 Advance notice and applicability of penalty in 
case of difference in scheduling w.r.t intra-day 
nomination 

 Shipper’s actual cumulative receipts and 
actual cumulative deliveries during the month  

Power System Operation 
Corporation Limited (POSOCO) 
in co-ordination with CTU is 
providing information on real 
time basis.    

 

 

5. Suitability for Indian Scenario:  

In India, PNGRB has introduced Deferred Delivery Services in 2012 under the Imbalance Management 

Service regulations, which is being implemented successfully.  As per these regulations, transporter shall 

provide, to the extent it is technically and operationally feasible, imbalance management services being 

deferred delivery services to facilitate shippers to manage transportation imbalances. For this purpose, a 

deferred delivery service is one under which a transporter and a shipper, under a separate agreement, agree 

on a day-wise plan for receipt of the shipper’s natural gas quantities into the pipeline and for its delivery by 

the transporter to shipper on a deferred basis after a few days’ subject to pipeline capacity availability.  

Committee deliberated the following additional Imbalance Management Services considering the global 

practices keeping in view the Indian context. 
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(i) Parking & Lending: In Parking Facility, entities can leave gas into the pipeline system and in Lending, 

shipper can take gas from the system on loan. This would provide the opportunities to the shippers in 

managing their gas portfolios and avoid imbalance penalties. This would also create some liquidity in the 

short-term gas market and would be useful for development of the gas market. 

These services can be availed through a separate agreement as per mutually agreed terms including time 

period. In case, Parked quantities are withdrawn or loaned quantities are paid back to a point other than 

the original point(s), Shipper shall be responsible for arranging Transportation Service to or from the 

original point(s) and for paying all applicable charges. Clarity about the gas priority allocation, entry exit 

points, etc. needs to be defined in the agreement. Further, it is proposed to keep the 10% as maximum 

cap for gas price adjustment subject to approval by PNGRB.. Notwithstanding the typical configuration of 

a parking and lending agreement between transporter and shipper, the following condition should 

necessarily be made part of the agreement;   

(a) Any Parked quantity not nominated for withdrawal by the end of the term of an Agreement shall be 

deemed to be settled by the Transporter at up-to 90% of lowest price of the market price of gas on the 

day of imbalance settlement, in the transportation network in which shipper is transporting the gas. The 

transporter then, becomes the owner of the gas, which is remaining in the system.   

(b) Any Loaned quantity not paid back pursuant to the end of the term of an Agreement shall be deemed to 

be sold to Shipper at up-to 110% of highest price of the market price of gas on the day of imbalance 

settlement in the transportation network which is being used by the shipper. The shipper then becomes 

the owner of the gas that is not settled within the contract period (Working of parking and lending services 

is depicted in Annexure 3 a, 3 b). 

These clauses are inserted into the IMS agreement to act as a deterrent and to encourage the shipper to 

settle the Imbalances at the end of the agreement.  

(ii) Netting and Trading: Netting will facilitate shippers to adjust their imbalance portfolios under different 

Gas Transmission Agreements with the transporter. Similarly, in trading option, Shipper can trade their 

imbalance portfolios with other shippers on the network or on gas exchange. These activities should result 

in the reduction in the overall imbalances of the shippers. However, being multi-owner pipeline scenario 

in India, this would be possible in the specific network or in case connected network owned by the same 

entity. In case of unified network tariff regime on a pan India level, this facility would be governed by the 
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operational contract between the transporters. This facility will provide opportunities to the shippers to 

cure their imbalances instead of paying penalties (Working placed at Annexure 3 c and d). 

(iii) Line Pack Flexibility: This service is similar to Parking and Lending; however, this service is restricted to 

only the shippers of the network and is carried out between transporter and individual shippers by 

allowing shippers to avail of the line pack of the transporter to the extent it does not impact the 

operational integrity of the pipeline. As this is similar to parking and lending, therefore the same will be 

considered under Parking and Lending for all practical purposes.  

(iv) Operational Balancing Arrangement (OBA): An OBA is signed between the interconnected gas pipeline 

transporters, wherein all properly scheduled quantities are deemed as delivered and any difference 

between scheduled and measured quantities at points, are covered by the OBA between the 

interconnecting parties at that point. All imbalances at the interconnect point are operational imbalance 

and needs to be cured only by the parties of OBA. This is useful for the seamless transportation of gas 

from the procurement point to the consumption point. This would be useful for shippers, as once their 

volumes are properly scheduled, there would be no need to bother about the imbalances at the inter-

connect point. Further, this would also be helpful to the shippers in netting off their imbalances across 

different networks. Interconnecting Transporters can enter into the OBA agreement and once the 

quantities are properly scheduled then the same will be deemed as delivered so that at shipper would be 

insulated from any imbalance charges at the interconnection point. Any imbalance quantity would be 

settled in kind as operational arrangement between the parties. The benefit of such insulation from 

imbalance charges would be available to the shippers who will be availing these services from the 

interconnected transporters.  OBA services would be between two interconnected transporters; however, 

charges would be applicable to only those shippers who would like to avail the benefit of OBA services. 

(Working placed at Annexure 3 e)  

6. Issues needing special attention:  

There are certain issues which need to be addressed before implementing imbalance management services. 

These are: 

(i) Gas Balancing Zones: Gas balancing zone: The length of the pipeline(s) over which the quantity of gas 

will be accounted for, under the respective GTA’s for the purpose of reconciliation of gas quantities to 

work out imbalances or the lack thereof.  
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Keeping in view the geographical, ownership, technical and operational uniqueness in each gas pipeline 

network there would be a need to define the Gas Balancing zones.  Within Gas Balancing zone, shipper 

would be free to mitigate its imbalance portfolios by using the available opportunities. However, from 

the Gas Infrastructure point of view, there two major issues need to be addressed:  

(ii) Multi Ownership Pipeline:  Gas pipelines are owned by different entities in the country. Gas balancing 

may involve gas accounting across different plants of the same shipper or with different shippers which 

may have operational, administration and gas title issues. This issue in case of interconnected network 

can be addressed by entering into OBA. 

(iii) Trunk Pipeline and Regional Network: Natural gas pipelines are mainly divided into two categories i.e. 

Trunk Pipeline and Regional Networks in the country. There is a need to examine whether these two 

categories can be covered under the same or separate gas balancing zone.  From the shippers’ point 

of view, it would be better if all integrated networks are covered under the one gas balancing zone. 

This would give more flexibility to the shippers to cure imbalances for most of the shippers last mile 

connectivity is through the regional networks. However, the pressure or other operational issues need 

to be examined before combining the trunk pipeline and regional network in single gas balancing zone. 

It is pertinent to mention that, in case of GAIL, the regional networks which are not connected with 

the transporters own network like Cauvery basin are dealt on regional basis because the demand & 

supply of these networks are maintained on regional level and operate at different pressure profiles.  

The Interconnected trunk pipeline and regional pipeline network connected to entities trunk network 

could be considered for IMS and tariff for calculation imbalance charges could be weighted average 

tariff in case of multiple delivery points falling under different zones.  In such a case allocation of 

revenue in respective pipeline can be apportioned on the basis of tariff of the respective pipeline. 

(iv) Tax Complications: Presently there is different tax regime for gas as commodity and for gas 

transportation.  Some of the imbalance services involve receiving or giving gas to other shipper for 

short term which is recognized as gas sales in the country and such transaction would attract VAT. Till 

the time necessary considerations are given by the relevant authorities, the entities should take care 

of tax implications if any, while providing these services.  

(v) Exemption from Affiliate Code:  As explained under the tax implications para above, some transactions 

of imbalance management services can be considered as a transaction of sale or purchase.  However, 

as per the Affiliate code of conduct regulations if transporter is also engaged in activities of marketing 
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of natural gas, this regulation would apply to them also.  The committee therefore, requests PNGRB to 

exempt the IMS of the transporter for the purpose of Affiliate code of conduct regulations. 

7. Other Principles for Indian Scenario-  

(i) Balancing Period: As per the current Access code regulations 13, transporter at the end of every day , 

tallies and totals the gas balances portfolio  of every shipper , which are then communicated to the 

shippers on D +1(“D” is the gas day – the day of gas flow on the basis of which accounting of gas balancing 

is being done ) . Present daily basis is also in synchronization with the gas day; therefore, it is suggested 

to continue the current system of Balancing Period over a day which can be reviewed considering the 

maturity of the gas market.  

(ii) Tolerance Limit: Currently the access code regulations provide tolerance limit of 5% for negative 

imbalance and 10% for positive imbalance.  As per the regulation’s tolerance limits are to be applied 

uniformly for all category of shippers.  This tolerance limit is in vogue since beginning and neither 

transporters nor shippers have faced any issue. Therefore, the committee is of the view that same 

tolerance limits may be continued. 

(iii) Imbalance Charges:  The Access code provides for the imbalance charges if the imbalance quantities are 

beyond the tolerance limits. Presently the regulations provide for following imbalance charges: 

 

S.No Item Particular Charges 

1 Positive 

Imbalance 

Cumulative imbalance beyond 

10% of booked Capacity 

½  natural gas 

pipeline tariff 

2 Negative 

Imbalance 

Cumulative imbalance beyond 

5% of booked Capacity 

½  natural gas 

pipeline tariff 

 

Shipper, in case imbalance quantity exceeds tolerance limit continue to pay the imbalance charges till it 

is cured. The Committee observed that the current imbalance charges are linked to tariff only and 

provide shippers time to cure the imbalances and till then they can use the commodity.  Therefore, 

committee also proposes that settlement of imbalances be linked to the gas price, however, a certain 

period, say X days, as decided by transporter can be given to cure the imbalance before the imbalance 

is settled through cash out. Shipper will be informed about its imbalance quantities at D+1 day and 
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shipper will be given (X-1) days to settle imbalance in intra-day or day ahead transaction or can avail the 

Imbalance Management Services to avoid any penalty provisions or cash out treatment.   

(iv) Basis for taking Value X days as time frame for curing of Imbalances: The value of X for imbalance curing 

days in (D+X) days formulation can be based on the past practice, the administrative and operational 

convenience to shipper and transporter. It would be appropriated to keep the value of X on non-

discriminatory basis by the respective transporter. The positive Imbalance in system can be cured by 

nominations at redelivery point and for negative imbalance the shipper will be required to arrange gas 

molecule at delivery point. Further, it is pertinent to mention that the gas markets are price sensitive 

and dynamic. If a longer duration is provided the price of gas may vary to a large extent and may lead 

difficulties in balancing at that point of time. 

As can be seen globally, the imbalance charges (IMC) are linked to the commodity price plus/minus some 

margins and this mechanism not only maintains discipline in the system but also promote short term gas 

market. Further, committee also felt that this will incentivize shippers who are maintaining gas balance 

as per the agreement.  There needs to be some additional margin in the imbalance charges over and 

above the gas prices as a deterrent to shipper to manage the gas balances themselves. In mature market, 

there can be market linked gas price, however, in India since the Gas Exchange are yet to start and would 

be in its early stages for some time.  Therefore, there can be a scenario when gas price at exchange may 

not be available, then in that case the price of gas as paid by transporter for procurement of gas can be 

allowed. 

(v) Proposed scheme for IMC: Gas balancing will be done on daily basis and imbalances will be worked out 

over the Gas Balancing zones.  In case of imbalances beyond the tolerance limits, shipper will be given 

(D+X) days to cure the imbalances, failing which the imbalances will be settled through a market price 

linked mechanism (cash out - Detailed working placed at Annexure 3 f).  Positive and negative 

imbalances will be cashed out in the following manner: 

i. In case of positive imbalance: Gas price can be lowest market price of the gas for the previous fortnight 

in which the imbalance quantity is cash out less margin.   

ii. In case of negative imbalance: Highest price of the market price of the gas for the previous fortnight, in 

which the imbalance quantity is cash out plus margin. 



Page 27 of 35 
 

(vi) Market Price of Gas:  Market Price of gas is the daily average settlement price(s) of gas for the applicable 

period available in the Gas Exchange(s). In case more than one exchange is functioning, then the 

weighted average price of the daily settlement gas will be calculated and used accordingly. In case 

settlement price of gas from any gas exchange(s) is not available for the applicable period then the price 

paid/received/applied by the transporter in a transparent and non-discriminatory manner for the gas 

used for the purposes of curing imbalances will be considered; This margin for the sake of consistency 

may be kept as per the margins detailed for parking and lending operations as detailed in Para no: 5 (i), 

a and b above i.e. 10% and is subject to approval of the PNGRB Board. The committee is suggesting the 

above mechanism, in place of current practice of Imbalance Management Charges as levied by PNGRB 

presently. 

(vii) Treatment of Imbalance Charges (IMC): 

Transportation Rate is defined in the Act as, in relation to common carrier or contract carrier or a city or 

local natural gas distribution network, means such rate for moving each unit of petroleum, petroleum 

products or natural gas as may be fixed by regulations. Imbalance Management Service is an additional 

value-added service being provided by the Transporter over and above normal transmission of gas. For 

providing IMS services, the Transporter has to do additional efforts on account of various fronts such as 

-operational, storage, gas accounting and documentation. Hence, these charges should be over and 

above the allowed return to the transporter as per the existing regulations allowed for Deferred Delivery 

services under IMS. As per the current regulations, all charges received by the transporter on account of 

imbalance charges and overrun charges are required to be deposited in Escrow account maintained by 

the PNGRB.  The transporter may claim from the escrow account maintained by the Board the amounts 

incurred by it towards its contractual obligations with reference to supply or pay and extra efforts to 

compress gas in case of negative imbalances and system management of the pipeline system due to such 

imbalances created by the shippers. 

(viii) Committee opined that as these margins / discounts / premia are loaded to deter the shipper from not 

maintaining the discipline and creating imbalances, therefore, these should not result in additional 

revenue to the transporter.  IMC revenue, after allowing the adjustment of cost, if any, incurred by the 

transporter for such balancing services, should be credited back to the non-offending shippers in line 

with the international practices. The following principles would be used while distributing the IMC 

amount on a monthly basis.  



Page 28 of 35 
 

1. The cost incurred by the transporter in curing such imbalances would be reduced on provisional 

basis from the same pending its approval from PNGRB. The regulatory approval for the claimed 

amount would be sought on quarterly basis by the transporter.   

2. The remaining amount would be apportioned to the non-offending shippers for the month being 

considered as per Sr no 1 above, in the ratio of booked capacity with the transporter.  

3. This amount would be remitted to the non-offending -shippers for that particular month at the end 

of each month by the transporter. In case there is no non-offending shipper then the amount will be 

carried forward for the next month and distributed along with the amount to be apportioned for the 

following month. 

4. Once the cost claimed by the transporter is approved by the PNGRB as mentioned at 1. Above, the 

difference amount (claimed amount less approved amount of cost incurred), if any, would also be 

remitted to the non-offending shippers in the ratio of booked capacity with the transporter as per 

Sr no. 2 above. 

(ix)  Imbalance Management Services (IMS) Fees:  

As per the PNGRB Imbalance Management Service Regulations, transporter can charge imbalance 

management service charges up to 25% of the tariff and transporter can retain such imbalance 

management service charges over and above the tariff.  Committee is of the opinion that allowing IMS 

w.r.t this service is a win-win for both as this will provide an opportunity to the shippers to mitigate their 

imbalance in a cost-effective manner and will also motivate transporter to provide additional services. It 

is pertinent to mentioned here that EU and US regulations exclude such charges from the neutrality 

concept and even PNGRB as per current regulations also allows the same in India.   

a. Information sharing: Presently, there is no uniform template for sharing of information, transporters 

are providing information to the shipper on daily basis as agreed under the GTAs. Committee is of 

the opinion that transparent, timely and relevant information sharing with the shippers is very 

important for allowing shippers to manage their imbalance portfolios. Committee suggests that 

transporter should provide following information at their website or through a separate online 

customized software platform provide access to individual shippers wherein the individual shipper 

could access data: 

a. Total intake and off-take volumes on daily and cumulative monthly basis. 

b. Shippers’ Imbalance portfolios on daily and cumulative monthly basis. 
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c. Gas Price along with their network, if available. 

b. Imbalance Quantity:  Presently access code regulation 13 deals with the imbalance quantities and 

tolerances. The relevant provisions are quoted below:  

1) If the shipper off-takes less quantity of gas from the pipeline system than injected into it, then, the 

shipper is creating positive imbalance and it shall be allowed a cumulative positive imbalance of 

ten per cent of allocated capacity as tolerance limit.    

2) Positive imbalance up to ten per cent of the booked capacity shall not attract any positive 

imbalance charges and the shipper shall be charged by the transporter for positive imbalance 

charges in a transparent manner on non-discriminatory basis if it exceeds ten per cent.    

3)  If shipper off-takes more quantity of gas from the pipeline system than injected into it, then, the 

shipper is creating negative imbalance and the shipper shall be allowed a cumulative negative 

imbalance of five per cent of allocated capacity as a tolerance limit.    

4) Negative imbalance of five per cent of the allocated capacity shall not attract any negative 

imbalance charges and the shipper shall be charged by the transporter for negative imbalance 

charges in a transparent manner on non-discriminatory basis if it exceeds five percent.    

5) Charges for the system indiscipline, that is, for unauthorized overrun positive imbalance and 

negative imbalance shall be on daily basis in terms of maximum daily quantity.    

 

Further as per regulations “allocated capacity “means the scheduled maximum daily quantity agreed 

between the shipper and the transporter; 

and   "booked capacity" means maximum daily quantity (MDQ) of gas on any day to be delivered at an 

entry point or off taken at an exit point as per the contract between the shipper and the transporter 

As can be seen the booked capacity and allocated capacity are different quantities whereas these in the 

sub clause 2 and 3 have been used for positive imbalance. Committee is of the view that imbalance 

quantities are to be derived from the allocated quantities which is used for the actual measured 

quantities of the shipper. Therefore, committee proposes to make necessary changes in the definition 

of allocated capacity as well as sub clause 3 of regulation 13 of Access Code to bring clarity to work out 

the imbalance quantities based on the allocated quantities on daily basis.    

8. Recommendations:  

(i) Additional Imbalance Management Services in India :  
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Committee recommends that following additional imbalance management services may be introduced 

in India.   

(a) Netting and Trading 

(b) Parking and Lending 

(c) Operational Balancing Agreement 

Transporter can provide all or any of the services on non-discriminatory basis, keeping in view its pipeline 

network configuration and line pack flexibility.  Transporter must ensure that these services should not 

impact transporters obligation towards other shippers of the network as well as the efficiency and 

integrity of the pipeline network. In case, Transporter offers more than one IMS, shipper should have 

freedom to choose amongst the offer services. Detailing about these services and their related 

conditions to be covered under the agreement as per the Regulations. 

(ii) General Principles for IMS: 

(a) Such services would be provided by transporter under a separate agreement. 

(b) To manage the imbalances, Transporters shall provide Imbalance Management Services (IMS) on charges 

as provided under the regulations. 

(c) Such services would be provided on non-discriminatory basis. 

(d) Transporter should provide proper information about such services on its website or through an online 

customized software platform with access not only to shippers who have booked capacity on the pipeline 

but also traders who may wish to avail of IMS services on the pipeline along with the charges. 

(e) Gas Balancing Zone: Keeping in view multi-ownership nature of the pipeline(s), as of now gas Balancing 

zone can be kept as respective pipeline network. Further, the transporter may provide the Balancing 

zone covering the adjacent regional networks or trunk pipeline owned by the same entity keeping in 

view the pressure and other technical aspects of the network, but the same should be provided on non-

discriminatory basis and displayed on the website.  Further, in case two interconnected parties have 

entered into OBA then transporter can consider the two network as single gas balancing zone for 

measuring the imbalance quantities of the shipper who has availed the services of the OBA from both 

the transporters. However, the Pipeline Operator should decide whether they are interested to enter 

into OBA with other interconnected pipeline for provide gas balancing on multi ownership pipeline basis. 

Such provision of service will be purely voluntary and not compulsory. 

(f) Tax Simplification:  
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Committee request PNGRB’s support in taking up with the appropriate authorities to exempt the 

imbalance management services from the ambit of tax implications as the title of the gas remains with 

the shipper. It is only when the title of the gas is changed to transporter i.e. in cash out scenario, then 

there would be attendant tax implications. Till the necessary considerations are given by the relevant 

authorities, entities can mutually agree between the shipper and the transporter, with regard to tax 

implications if any, while entering into an agreement for these services. 

(iii) Other aspects of Imbalance Management (TOR 6(d)) 

(a) General Principle to be followed for Gas Balancing in Gas Pipeline: 

1. The Imbalance Management Service will be subject to operational flexibility and pipeline hydraulics and 

shall be offered on non-discriminatory and first come first serve basis. If the Pipeline operator is unable 

to provide the IMS services, the same would be informed with reasoning. 

2. Shipper shall be responsible to balance their balancing portfolios in order to minimize the need for 

transporter to undertake balancing actions.  

3. Transporter shall undertake balancing action to maintain network within operational limit.  

4. Transporter to provide to required information to shipper on imbalances and facilitate shipper to cure  

its imbalances.     

5. Agreement for gas transportation will have priority over the Imbalance Management Services.  In case 

of non-availability of capacity in the pipeline, transporter shall cancel the IMS, if any provided in its 

pipeline, to accommodate request for capacity in the pipeline.  

6. Gas Balancing will be done on the daily basis as per the existing provisions. 

7. Tolerance Limits: The current tolerance limits of 10% for positive imbalance and 5% of negative 

imbalance may be continued.   

8. The imbalance quantities may be worked out with respect to the Allocation Quantity instead of Booked 

Quantity. 

(iv) Imbalance Charges and Settlement Mechanism (Penalty Provisions): Committee recommends that 

Imbalance quantities beyond certain days may be settled through cash out mechanism linked to the 

market price of gas plus/minus the margins. Committee opined that to avoid sudden changes in the 

charging system we may implement the hybrid of the current system of penalty linked with tariff to be 

paid by shipper for certain day (D+X) to allow the shipper to cure the imbalances or opt for any imbalance 

management services, however, if imbalance curing is not done within D+X days the transporter has the 
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right to settle imbalances by cashing out the imbalance quantities at the pre-defined Market price of gas 

plus/minus margins.    

Value of X for (D+X) formulation: Every Transporter will make the value of “X” non-discriminatory and 

this value will be applicable for all shippers (“X” can vary from transporter to transporter).   

(i) Settlement Mechanism:  Committee suggested imbalance quantity beyond tolerance limit as on end of 

D+X days can be subjected to imbalance charges as discussed above under Chapter 7 “Other Principles 

for Indian Scenario”. If the shipper has not availed any of the IMS.  The transporter will settle the 

imbalance outside of tolerance limits beyond D+X days through Cash out Mechanism.  The imbalance 

charges will become applicable if within D+X days, the shipper has not availed any IMS to bring his 

imbalance (which is beyond the tolerance limits) to within tolerance limits. 

  The same is detailed below again:  

a) In case of positive imbalance: Gas price shall be lowest Market price of the gas less margin (margin will 

be as approved by PNGRB) for the fortnight, prior to the fortnight, in which the imbalance quantity is 

cashed out. In case of positive imbalance, shipper will have the first option to offload gas from exchange 

or market (within D+X days as per agreement between shipper and transporter) and cure the 

imbalance(s), 

b) In case of negative imbalance: Gas Price shall be highest Market price of the gas plus margin (margin 

will be as approved by PNGRB) for the fortnight, prior to the fortnight, in which the imbalance quantity 

is cashed out. In case of negative imbalance, shipper will have the first option to source gas from 

exchange or market (within D+X days as per agreement between shipper and transporter) and cure the 

imbalance(s). 

(ii) Market Price of Gas: Market Price of gas is the daily average settlement price(s) of gas for the applicable 

period available in the Gas Exchange(s). In case more than one exchange is functioning, then the 

weighted average price of the daily settlement gas will be calculated and used accordingly. In case 

settlement price of gas from any gas exchange(s) is not available for the applicable period then the price 

paid/received/applied by the transporter in a transparent and non-discriminatory manner for the gas 

used for the purposes of curing imbalances will be considered; 

a. GSPL Comments:  

Upon circulation of finalized report to committee members, GSPL made the following submissions with 

respect to the recommendations on “Market Price of Gas” placed in this report:  
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“Market Price of Gas: The gas exchange has yet to record volumes which can form the basis for 

determining the price of gas for daily settlement / cash out options. Only after the gas exchange(s) attain 

maturity and acceptability across the industry on the trades executed, it can be considered for 

determining market price.  Till then a suitable benchmark which is acceptable and accessible to all should 

be the basis for determining the price for gas settlement.  Hence, we propose as under: 

Market Price of gas will the price for the period available in the Gas Exchange(s) or a benchmark which 

is accessible & acceptable to all.  In case gas price from any gas exchange(s) is not available then the 

gas price paid by the transporter to procure/sell the gas should be considered. Till the time the 

exchange attains a size in volumes and price of the trades reflect the market situation, a suitable 

benchmark accessible & acceptable to all the operators should be 

considered. In case more than one exchange is functioning and subject to the above, then the 

weighted average price of the gas (for the previous fortnight) will be calculated and used accordingly.” 

b. In response, it was stated that, as this (Gas exchange) is an independent benchmark that is easily 

accessible, and agreed to, therefore GSPL was asked to agree for the same to which GSPL has not given 

any further replies /consent. 

c. Comments of GAIL - GAIL expressed its dissent on the changes suggested by GSPL after the changes 

agreed in the final meeting held on 26th August 2020. 

(iii) Treatment of Imbalance Charges (IMC): Imbalance charges should not result in additional profit over 

and above the allowed return to the transporter following the principles of neutrality that are covered 

under Article 29 of EU regulations. To that end the following is suggested: 

The transmission system operator shall pass on to network users:  

(a) Revenue arising from the imbalance activities after deduction of costs incurred for settlement of the 

same.   

(b) Entity will submit the certified documentation clearly indicating the debits and credits, relevant price 

and other supporting documentation showing the costs incurred for imbalance settlement activities. This 

would be subject to the approval of PNGRB on a quarterly basis.   

(c) Imbalance charges after allowing the adjustment of cost, if any incurred by the transporter for such 

balancing services, should be credited back monthly to the non-offending shippers of the month. In case 



Page 34 of 35 
 

there is no non-offending shipper then the amount will be carried forward for the next month and 

distributed along with the amount to be apportioned for the following month. 

(d) Transmission system operators shall publish the relevant data regarding the aggregate charges 

received, cost deducted and the aggregate neutrality amount credited back to the shippers every month. 

Detailed mechanism of credit to the shippers would be designed at the time of preparation of detailed 

regulations. 

(iv) Imbalance Management Service Fee: Committee recommends that the existing regulations with regard 

to Imbalance Management Service Charges ceiling may be continued and such charge in EU and USA are 

allowed to be retained by the transporter over and above the tariff revenue. Therefore, committee also 

recommends that fees for these value added services may be allowed to be retained by the transporter 

in line with the current provisions of the IMS regulations. This would motivate the transporter to provide 

such services to the shippers which would benefits the shippers in mitigating their imbalance penalty 

risk and provide flexibility to manage their gas portfolio. 

(v) Information Sharing: As shipper will be given X days to cure the imbalances, it is proposed that 

transporter will provide following information or any part thereof that is sufficient to facilitate IMS (while 

protecting confidentiality of data/information) to the shipper on D+1 day by 1300 hours(time)  

a. Total intake and off-take volumes. 

b.  Shipper’s Imbalance portfolios. 

c. Gas Price along with their network, if available.  

d. Transporter shall provide this information on their website or through an online customized 

software platform with access not only to shippers who have booked capacity on the pipeline 

but also traders who may wish to avail of IMS services on the pipeline along with the charges.  

e. Priority of Imbalance Management Services: Priority of IMS will be after the services of delivery 

and redelivery of gas provided under the Gas Transportation Service. 

GSPL Comments 

“Further on the making of information available to GSPL, we can make only that information available 

which is relevant for IMS Services and to those who are genuine shippers/traders.  Rest of the 

information as well as that pertaining to those shippers who may not avail IMS Services is confidential.   If 

this essence is captured, we agree.” 
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(vi) Regulations required Amendments: Committee is of the view that Access code, Affiliate Code and 

Imbalance Management Service regulations would require amendments to incorporate above 

recommendations.  

**** 


