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SECTOR ASSESSMENT (SUMMARY): NATURAL GAS 

1. Sector Performance, Problems, and Opportunities 

1. Importance of gas sector. Natural gas accounts for 75.4% of Bangladesh’s total 
commercial energy consumption. Out of a total recoverable reserve of 27.12 trillion cubic feet 
(TCF), cumulative production as of June 2016 was 13.1 TCF. If fully exploited, the remaining 
reserve of about 14 TCF can meet gas demand at best for 12 more years, with a modest demand 
growth rate of 5% per year. Notable improvements have taken place in the last decade. Natural 
gas production has increased from 1,744 million cubic feet per day (MMCFD) in 2009 to 2,700 
MMCFD in 2015, with about 1,625 MMCFD (60%) produced from gas fields owned and operated 
by international oil companies (IOCs) and 1,075 MMCFD (40%) from gas fields owned by 
national gas companies (NGCs).  
 
2. From 2010 to 2016, about 920 kilometers of transmission gas pipelines were constructed. 
Three gas compressors financed by the Asian Development Bank (ADB) were also 
installed—two at Ashuganj and one at Elenga—to improve gas flows in the national gas 
transmission network. Prior to this, an IOC (Chevron) installed a compressor at Muchai under a 
production-sharing contract (PSC) to improve gas supply from its Bibiyana gas field. The 
estimated gas demand is 3,155 MMCFD, indicating a shortfall of about 455 MMCFD. This gas 
shortage cannot be met solely by using indigenous sources unless new gas fields are discovered 
and developed.  
 
3. Projected demand and supply gap. Production from operating gas fields will start 
depleting from 2021 onwards, and the gap between demand and supply will continue to widen. 
Considering the actual growth rate of average gas consumption in the last 10 years, the 
projected gas supply gap will be 4,235 MMCFD in the year 2030.  
 
4. Supply constraint. The gas deficit will further exacerbate given the declining reserves 
and fast-rising gas demand. The gas supply constraint causes less power generation, reduced 
industrial production, low supply efficiency, and major economic disruption.1This may eventually 
imperil energy security and constrain national economic growth. Other gas supply sources from 
imports either through an inter-country transmission pipeline or as liquefied natural gas (LNG) 
are planned to partially meet the demand. Large-scale exploration in onshore and offshore areas 
for further discovery, systematic appraisal and development of discovered and producing gas 
fields to prove additional gas, and the import of gas will be necessary to ensure gas supply 
sustainability beyond 2025.  
 
5. Production augmentation. Augmentation of gas production from existing fields is being 
undertaken by NGCs to maintain uninterrupted gas supply. Since January 2009, 706 MMCFD of 
gas production capacity has been added through new wells, workovers, or capacity 
enhancements. The Government of Bangladesh in 2012 established the Gas Development Fund 
(GDF) primarily to support the upstream activities and allow NGCs to be self-reliant to expedite 
the development.2 The GDF’s $900 million in resources finances onshore exploration, gas field 
development, seismic surveys, and transmission pipeline construction for delivery from gas fields 
to the nearest transmission network. An additional 400 MMCFD may be produced when the 
production augmentation programs under the Seventh Five-Year Plan, FY2016–FY2020 are 

                                                 
1
 In 2015, 800–1,000 megawatt generation capacity was not operational because of inadequate gas supplies. 

2
  The GDF will consist of the proceeds, averaging 11.22%, from the revised consumer-level prices approved by the 

Bangladesh Energy Regulatory Commission in 2009. 
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implemented.3 The government is also creating an energy security fund.4 The resource cost 
introduced by the government in FY2015 on natural gas produced in country will constitute this 
fund, estimated at $333 million equivalent, and its proceeds may be used to support the import of 
LNG and liquefied petroleum gas, the construction of LNG terminals, and investments in foreign 
countries to achieve energy security in Bangladesh. 
  
6. Gas transmission infrastructure. The infrastructure coverage is inadequate to service 
the country’s key market areas, as most gas supply points are in the northeast and central 
regions, while delivery points are in the central, south, and west. There is an urgent need to 
expand transmission networks. 
 
7. Offshore exploration. Gas exploration and production in Bangladesh have not kept 
pace with demand growth because of policy complexity and the absence of advanced 
technology. The long lead time from exploration to production and the unfavorable terms of the 
PSCs have impacted the exploitation of gas resources by IOCs, while NGCs have not done 
extensive exploration for many years due to a shortage of public resources and inadequate 
planning. The government signed one PSC for two deep-sea blocks with Conoco Phillips in June 
2011. After doing the seismic survey in their assigned blocks, the company sought to revise the 
PSC terms, which were declined by the government. However, the government has signed two 
PSCs with IOCs since 2012, and a few more are under discussion.  
 
8. Onshore exploration. In the last few years, Bangladesh Petroleum Exploration and 
Production Company Limited (BAPEX) have achieved considerable success in oil and gas 
exploration and development onshore. During 2011–2015, BAPEX drilled five exploratory wells 
and discovered three gas fields, which are under production. The government recently allocated 
additional onshore areas for exploration to BAPEX. Other NGCs, namely Bangladesh Gas Fields 
Company Limited and Sylhet Gas Fields Company Limited, may also undertake exploration 
activities using their own resources. BAPEX is also conducting an ambitious exploration using 
the GDF and other resources, and engaging international drilling contractors and oil and gas 
companies, and may undertake joint venture initiatives with IOCs. After drilling and workovers 
are completed, an additional 460 MMCFD of gas may be brought into production. 
 
9. Gas import. The government and private sector stakeholders are exploring the import of 
LNG as well as pipeline gas from neighboring countries to alleviate gas reserve constraint and 
augment gas supply through the transmission network. A floating storage and regasification unit 
for imported LNG is under construction near Maheshkhali on a build–own–operate–transfer 
basis for 15 years. It would import about 500 MMCFD of gas or about 4 million tons of LNG 
annually and would be operational by 2018. The government would spend $2.7 billion annually, 
including $2.6 billion for LNG import and about $90 million to use the floating unit. Several other 
proposals for the import of gas as LNG or through transmission pipelines are under consideration. 
Progress in this area is essential to alleviate supply constraints. A feasibility study for 
constructing an LNG terminal inland near Pyara is underway. Other initiatives to increase the 
country’s gas supply would include (i) import from Myanmar for supplying natural gas to an 
export processing zone in Chittagong, (ii) import of LNG from India for power generation in both 
public and private sectors, and (iii) import of natural gas from India’s eastern states. The 
government is also examining the possibility of securing natural gas from the ADB-supported 
Turkmenistan-Afghanistan-Pakistan-India transmission pipeline. An interministerial committee 

                                                 
3
 Government of Bangladesh, Planning Commission, Ministry of Planning. 2015. Bangladesh Seventh Five-Year Plan 

(FY2016-FY2020). Dhaka. 
4
 The energy security fund will consist of the resource cost (of Tk1.01 per cubic meter) as determined by the 

Bangladesh Energy Regulatory Commission in 2015. 
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formed in October 2015 to determine the price of gas blending domestic production with 
regasified imported LNG submitted its recommendation to the Energy and Mineral Resources 
Division (EMRD) of the Ministry of Power, Energy, and Mineral Resources in June 2016. The 
committee outlined several options for government consideration.5 The government’s decision 
on this may be expected in 2017. The government will soon announce a policy that would enable 
private importers to import LNG and sell it to the national gas network at a price fixed by the 
government, or to private organizations after negotiation.6 
 
10. Investment requirement. It is estimated that almost $8.6 billion would be required to 
finance the gas sector investment plan for 2016–2025, including $1.7 billion on LNG projects for 
three regasification terminals planned by 2020. The government envisages an investment of 
$1.39 billion in the gas sector during the Seventh Five-Year Plan period, covering production 
augmentation from existing gas fields, enhancement of gas transmission and distribution 
capacity, and exploration and import of LNG. The draft Power System Master Plan 2016 
estimates that an additional 1,088 MMCFD of gas could be produced through production 
augmentation from existing gas fields, at a cost of almost $303 million. 7  Domestic gas 
development costs for the remaining proven and probable (2P) reserves will total $497 million. 
 
11. Coordination in gas sector planning. Recognizing the constrained gas supply arising 
from depleting gas reserves, several government agencies are involved in importing LNG or 
pipeline gas to increase supply. Coordination between gas production and imports and 
investments in gas transmission and distribution are needed to ensure that supporting policy 
measures such as pricing adjustments are introduced in a timely manner.  
 
12. Institutional framework. The government regulates and administers the gas sector 
through the EMRD. The EMRD has authority for policy formulation, the appointment and transfer 
of key officials, and investment decisions and regulation. Created in 1972 as the state 
corporation for oil and gas exploration, production, transmission, and distribution, Bangladesh Oil, 
Gas, and Mineral Corporation (Petrobangla) coordinates gas sector activities and provides 
overall policy direction. Since 1994, when the first round of PSCs was entered with IOCs 
responsible for drilling, Petrobangla has served as supervisor and sole purchaser of IOC outputs. 
The Bangladesh Energy Regulatory Commission is the independent regulating authority, with a 
mandate to regulate the country’s electricity, gas, and petroleum products. However, its mandate 
does not yet cover upstream activities. 
 
13. At present, one gas exploration company, two NGCs, four IOCs, one gas transmission 
company, one liquefied petroleum gas processing and marketing, and six gas marketing 
companies are in operation with Petrobangla as the coordinating authority under EMRD. The 
Hydrocarbon Unit is the ministry’s technical arm. Titas Gas Transmission and Distribution 
Company Limited, being the oldest and largest NGC, operates in Dhaka division’s franchise area. 
Bakhrabad Gas Distribution Company Limited and Karnaphuli Gas Distribution Company Limited 
serve the market in Chittagong division; Sylhet Gas Fields Limited and Jalalabad Gas 
Transmission and Distribution Systems Limited serve Sylhet division. Paschimanchal Gas 

                                                 
5
 According to an estimate, the current average production cost of $1.60 per cubic meter would increase to $4.39 per 
cubic meter after mixing with LNG. (Report of the Committee on Price of Blended Gas Comprising Regasified 
Liquefied Natural Gas Blended with National Gas. 2016). 

6
 The government will blend the price of regasified LNG imported by the public sector (Bangladesh Oil, Gas, and 

Mineral Corporation [Petrobangla]) with the production cost of gas produced by the NGCs to determine the price of 
gas to consumers. (EMRD. 2016. Draft Policies for the Import of Liquefied Natural Gas in the Private Sector. 
Dhaka). 

7
 Japan International Cooperation Agency. 2016. Study on Power System Master Plan (draft). Tokyo.  
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Company Limited operates in the country’s northwest, and Sundarban Gas Company Limited 
operates in the southwest. 
 
14. Gas sector reforms. Approved in 2005 and reiterated in 2009, the gas sector reform 
roadmap, supported by ADB’s ongoing loans, covered (i) institutional and financial restructuring 
of gas sector companies to ensure long-term financial sustainability; (ii) strengthening public–
private partnerships to create an environment for private sector-led growth; (iii) transforming gas 
companies to diversify ownership involving private investors; (iv) restructuring and unbundling 
gas sector institutions and enterprises; and (v) developing market-oriented energy pricing to 
reflect energy parity and equate gas prices from state-owned gas producing companies with 
those from IOCs. However, although separate gas companies have been incorporated for 
production, transmission, and distribution, these are not fully autonomous. Progress on 
market-oriented pricing reflecting energy parity has been slow, and needs to be expedited given 
gas supply constraints and the potential import of LNG. Other factors that influenced reform 
implementation include a lack of clarity in the role of different agencies in introducing specific 
measures for energy policy update, regulatory framework, corporate governance, commercial 
orientation, operational performance, and market-based energy pricing. Furthermore, with the 
impending gas shortfall, the government’s priorities shifted to energy crisis management and 
policy approaches aimed at improving gas supply, including the import of LNG. 

2. Government’s Sector Strategy 

15. Addressing the energy constraint remains a priority to achieve the high growth envisaged 
in the Seventh Five-Year Plan. The strategy aims for a balanced approach between supply 
increases through new investments and demand management through policy interventions. 
Energy supply from domestic sources will be complemented with energy trade, including for LNG. 
The government’s stated policy objectives are to make the gas sector financially viable, improve 
its efficiency and quality of supply, and increase private sector participation and investment. The 
government has given continuing attention to the sector’s overall development, through survey, 
exploration, exploitation, production, transmission, and distribution, and will allocate adequate 
resources to develop gas infrastructure. 

3. ADB Sector Experience and Assistance Program 

16. ADB has been a key multilateral development partner in the gas sector, providing eight 
loans totaling $677 million since 1993.8 In recent years, ADB operation in the gas sector focused 
on (i) increasing gas production capacity, (ii) improving the gas transmission and distribution 
network, and (iii) improving the governance and regulatory framework. ADB has two ongoing 
projects, and both are behind schedule by several years due to various implementation and 
procurement issues. Major changes in scope during implementation led to a shortfall of funds, 
requiring additional ADB financing as government financing was not available. The executing 
agency (Gas Transmission Company Limited) had limited experience in the new compressor 
technology, and more time was required to prepare and evaluate bids. Several packages were 
rebid because of inadequate participation. Lessons learned from these operations have been 
considered in the proposed project. Introducing advanced action based on the agreed 
procurement plan and providing ADB-led training for the executing agencies’ personnel on 
procurement, financial management, and reporting and monitoring will help improve their 
knowledge of ADB procedures and guidelines and ensure timely project implementation.  
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 Development Coordination (accessible from list of linked coordination in Appendix 2). 
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Problem Tree for Natural Gas Sector (Production and Transmission) 
 

 
 

                 

 


