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The mystery of the vanishing oil

ONGC’s wells
in the KG Basin
are struggling
toliveup to

the promise

of deepwater
production

SHUBHANGI MATHUR
New Delhi, 30 September

State-run Oil and Natural
Gas Corporation (ONGC) is
struggling to draw oil from its
wells in the vast Krishna-
Godavari (KG) Basin offthe
coast of Andhra Pradesh.
Production is declining at

its flagship deepwater
KG-DWN-98/2 block after an
initial spurt, leaving engin-
eers and scientists looking
for answers.

After the ramp-up of
commercial production in
January 2024, crude oil pro-
duction at the block has
fallen to around 20,000 bar-
rels per day (bpd) currently,
from around 30,000 bpd at
the end of the June quarter
of financial year 2025-26
(FY26). Production averaged
35,000 bpd in 2024.

The continual decline has
raised questions over the
pace at which ONGC can sta-
bilise production and move
towards its targeted peak
output of 45,000 bpd.

Industry insiders
attributed the decline in pro-
duction primarily to the
basin’s complex geology
rather than technological
constraints. The reservoirs
are characterised by poorly
connected pockets, or zones
within the underground res-
ervoir that contain hydrocar-
bons. Production from
individual wells can decline
even when hydrocarbons
remain in adjoining pockets.

This in turn can limit the
flow and drainage of
hydrocarbons and make it
difficult to sustain produc-
tion from individual wells,
said a former ONGC official
closely involved in the pro-
ject’s operations.

“The geology of the basin
is the main issue. The pock-
ets within the reservoirs are
not well connected, which
affects drainage and, in turn,
production. ONGCis also
examining the use of artifi-
cial gaslift as a way to impr-
ove output,” the official said.
These lifts make it easier for
the oil torise from the bott-
om of the well to the surface.

ONGC had expected its
overall oil production torise
by around 11 per cent and gas
output by 15 per cent by the
end of 2024-25, on the
assumption that the KG-98/2
block would reach its tar-
geted peak production. The
company had set a peak
output target of 45,000 bpd
of oil and 10 million
standard cubic metres per
day (mmscmd) of gas from
the block.

These estimates were
themselves significantly
lower than the projections
made in 2017, when
ONGC envisaged peak pro-
duction of 78,000 bpd of oil
and 15.57 mmscmd of gas.
Gas production currently
stands at 1.5-1.7 mmscmd.

To address the shortfall in
production, the company
has brought in British
energy major BP to diagnose
the root cause of the produc-
tion problem and identify
measures that could help
improve output.
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Located about 35 km off the Andhra Pradesh coast, the KG-DWN-98/2 block spans water depths of around 300 metres to 3,200 metres and involves
complex subsea infrastructure and a floating production, storage and offloading vessel (Representative picture)

The Reliance parallel
Reliance Industries Ltd’s
(RIL) experience in the KG
Basin offers a parallel to
ONGC'’s current production
challenges. Reliance’s KG-
D6 block made a major gas
discovery in 2002, with the
company initially estimating
that the block could produce
around 40 mmscmd. The
development plan was sub-
sequently expanded, with
the targeted production
doubled to 80 mmscmd.

However, when Reliance
finally began production
from in April 2009, output
declined sharply, with
unanticipated water and
sand ingress among the
problems reported in the
wells. Reliance and BP later
invested about $5 billion
todevelop three new
deepwater projects, which
helped revive production
from near zero to about 20
mmscmd in 2022-23.

The newer fields lifted
KG-D6 gas productionto a
peak of 30.6 mmscmd in 2025
but there, too, output has
since declined. In FY25, the
block produced about 28
mmscmd of gas and 21,000
bpd of oil and condensate.
By FY26, gas production had
fallen further to nearly 26
mmscmd and oil production
to about 18,000 bpd.

Following a pattern
Experts attribute the sharp
production declines seen

in some of the KG Basin’s
deepwater fields to reservoir
characteristics. The fields
appear to follow a pattern

of relatively strong initial
output and then a steep
decline, suggesting that sus-
taining production over a
longer term could be
achallenge.

“The nature of the
Krishna-Godavari Basin
appears to be such that reser-
voir pressure is not sustained
over time. As pressure
declines, the ability to main-
tain the initial level of gas
production also diminishes.
So, even if you apply the les-
sons from Reliance’s experi-
ence, operate cautiously and
follow the right procedures,
the natural decline profile of
these fields appears to be
much steeper than what we
have seen in fields such as
Bombay High,” said Anish
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De, global head for Energy,
Natural Resources and
Chemicals (ENRC) at KPMG.

However, it would be too
simplistic to attribute the KG
Basin’s production chal-
lenges to geology alone, par-
ticularly after years of
reservoir studies and devel-
opment work by energy
behemoths such as Reliance
Industries and ONGC.

The Comptroller and
Auditor General of India
(CAG), inits audits of
Reliance’s KG-D6 block,
repeatedly flagged the failure
of the company to meet its
approved 80 mmscmd pro-
duction target and the result-
ing under-utilisation of
gas-handling facilities. The

2016 CAG audit report also
found several instances
where it believed Reliance
had claimed cost recovery in
excess of what was permis-
sible under its production-
sharing contract.

Revising strategies

In the case of ONGC, the
company has acknowledged
challenges in its KG-DWN-
98/2 block. In a recent post-
results analyst call, the
management said it is study-
ing the complexity of the res-
ervoir, including the
interconnection between dif-
ferent reservoirs, with the
help of an international geo-
logical study centre. Based
on the study's findings,

ONGC may re-enter some
wells and revise its develop-
ment strategy. Each such re-
entry could cost more than
3500 crore, which would
mean assessing the econ-
omics of the intervention
against revenue from the
additional oil recovery
expected from the wells.
“Blaming geology entirely
for the under-performance
of the block would not be
correct. Evaluation of
reservoirs, development and
appraisal of wells are also
necessary to understand the
reason behind the sharp
fall in output from the
basin,” said another former
ONGC official, on the condi-
tion of anonymity.

Alongjourney
ONGC’s KG-DWN-98/2jour-
ney hasbeen alongone.
After acquiring a 90 per cent
participating interest and
operatorship from Cairn in
March 2005, the state-run
explorer gradually took full
control of the block, acquir-
ing the remaining stake in
September 2012. Nearly two
decades later, the deepwater
asset began producing crude,
with oil production com-
mencing on January 7,2024.
Located about 35 km off
the Andhra Pradesh coast,
the block spans water depths
of around 300 metres (m) to
3,200 m and involves com-
plex subsea infrastructure
and a floating production,

KG-DWN-98/2
BLOCK’S OUTPUT
MISSES TARGET

m Crude oil production
from the block is currently
around 20,000 barrels per
day (bpd), less than half of
its estimated peak output
of 45,000 bpd

® Gas production from
the block stands at
1.5-1.7 million standard
cubic meters per day
(mmscmd), well below the
estimated peak output of
10 mmscmd

m [ndustry insiders attribute
the decline in production
primarily to the basin’s
complex geology

m ONGC expected its oil and
gas output to rise 11% and
15%, respectively, by end-
FY25, led by the block
reaching peak production

storage and offloading
(FPSO) vessel.

The block comprises
three development clusters.
The company’s current pro-
duction from the block
comes from Cluster-II, which

approved the Cluster-II
development project with
an estimated investment
0f334,012 crore, or
$5.076 billion, in 2016.
ONGC had counted on
the project to provide a sig-
nificant boost to its overall
oil and gas production and
help reverse a prolonged
decline in domestic output.
The sharp fall in produc-
tion since the initial ramp-
up, however, has confoun-
ded calculations. For ONGC,
the performance of KG-
DWN-98/2 now hinges on
whether reservoir studies
and well interventions —
such as re-entry of underper-
forming wells and the use of
artificial gas lifts — can arrest
the decline and enable the
company to recover a larger
share of the resource it has
spent years developing,.
India’s domestic oil and
gas production hasbeen on a
prolonged downward trajec-
tory, increasing its reliance
onimports even as energy
demand continues to grow.
Output has remained con-
strained by the natural decl-
ine of mature fields and
delays or weaker-than-
expected production from
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newer assets such as the KG
Basin. With ONGC’s wells
accounting for around 60 per
cent of India’s oil production,

began producing gas in 2020
and crude oil in January
2024. Cluster-I remains
under development, while

Cluster-III, which contains turning the trickle at

an ultra-deepwater gas dis- KG-DWN-98/2toagush
covery, is yet to be monet- could help boost the

ised. ONGC’s board had country’s energy security.
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NOTICE OF POSTAL BALLOT

Notice is hereby given that pursuant to the provisions of Sections 108
and 110, and other applicable provisions of the Companies Act, 2013, as
amended (“the Act”), read with Rule 20 and Rule 22 of the Companies
(Management and Administration) Rules, 2014, as amended (“the
Management Rules”), General Circular Nos. 14/2020 dated April 8,
2020, 17/2020 dated April 13, 2020, 20/2020 dated May 5, 2020, 22/2020
dated June 15, 2020, 33/2020 dated September 28, 2020, 39/2020 dated
December 31, 2020, 10/2021 dated June 23, 2021, 20/2021 dated December
8, 2021, 3/2022 dated May 5, 2022, 11/2022 dated December 28, 2022,
09/2023 dated September 25, 2023, 09/2024 dated September 19, 2024 and
03/2025 dated September 22, 2025 issued by the Ministry of Corporate
Affairs, Government of India (“the MCA Circulars”), Regulation 44 of the
Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015, as amended from time to time (‘SEBI
Listing Regulations’), Secretarial Standards on General Meetings issued
by the Institute of Company Secretaries of India (“SS-2") and any other
applicable laws, rules, circulars, notifications and regulations (including
any statutory modification(s) or re-enactment(s) thereof, for the time
being in force), the Postal Ballot Notice dated Monday, 28" September,
2026 has been sent by e-mail on Wednesday, 30" September, 2026 to those
Members of the company, who have registered their e-mail address with the
Company/ Depository Participant/Depository/KFin Technologies Limited,
the Company’s Registrar & Share Transfer Agent (“RTA”) as on the cut-off
date i.e. Friday, 25" September, 2026 (‘cut-off date’), for seeking approval
from the members for passing the following resolution through remote
e-voting (“e-voting”) only :

Sr. | Particulars Type of
No. Resolution
1. |To consider and approve re-appointment of Mr. Special

Bhaskar Sen (DIN: 03193003) as a Non-executive | Resolution

Independent Director for a second term of 1 (one)
year

In accordance with the provisions of the MCA Circulars, shareholders can
vote only through the remote e-voting process. Physical copies of the Postal
Ballot Notice and pre-paid business reply envelopes are not being sent to
shareholders for this Postal Ballot. Shareholders whose names appear on the
Register of Members/List of Beneficial Owners as on Friday, 25" September,
2026, will be considered for the purpose of e-voting and voting rights of a
Member/Beneficial Owner shall be in proportion to his/her/its shareholding
in the paid-up equity share capital of the Company as on the Cut-Off Date. A
person who is not a member as on the cut-off date should treat the Notice for
information purpose only.

Shareholders are requested to note the following:

Commencement of E-Voting Saturday, 3" October 2026 at 9.00

period a.m. (IST)

Conclusion of E-Voting period Sunday, 1" November 2026 at 5.00
p.m. (IST)

Members desiring to exercise their vote should cast their vote during the above
mentioned period, to be eligible for being considered. Members who have not
registered their e-mail address are requested to register the same with the
Depository through their Depository Participant(s). The Board of Directors
of the Company has appointed Mr. Atul Kumar Labh, Practicing Company
Secretary (Membership No. 4848, CP No.3238) and Partner of M/s. LABH &
LABH Associates, Company Secretaries as the Scrutinizer for conducting the
Postal Ballot process through e-voting, fairly and transparently.

The Scrutinizer will submit his report to the Chairperson, or any person
authorised by the Chairperson. The result will be announced on or before
Tuesday, 3 November, 2026.

The Scrutinizer’s decision on the validity of votes will be final. The results
along with the Scrutinizer’s Report will be available on the website of the
Company at www.sencogold.com, the website of Central Depository Services
(India) Limited (“CDSL”), at www.evotingindia.com and on the websites of
the Stock Exchanges i.e. National Stock Exchange of India Limited (“NSE”)
and BSE Limited (“BSE”) at www.nseindia.com and www.bseindia.com,
respectively. Additionally, the results will also be placed on the notice board
at the Registered & Corporate Office of the Company.

Members facing any technical issue in login can contact CDSL helpdesk by
sending a request at helpdesk.evoting@cdslindia.com or call at toll free no.
1800 21 09911.

By Order of the Board

For Senco Gold Limited

Sd/-

Mukund Chandak

Company Secretary & Compliance Officer
ICSI M. No.: A20051

Place: Kolkata
Date: 30" September 2026
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