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SETTING SLOWDOWN FEARS ASIDE

Expertsseerobustoildemandin FY24

SUBHAYAN CHAKRABORTY

New Delhi, 2 January

Oil demand in India is expect-
ed to remain positive this year
despite worries over an indus-
trial slowdown in China affect-
ing related economies, and a
cut in global crude produc-
tion, experts said.

These factors had been cit-
ed to stress an impending fall
in demand a few months back.
Butmost are now increasingly
pointing to rising economic
activity in the country asa trig-
ger for further increases in
India’s domestic demand.

In its monthly oil report for
December, the Organization of
the Petroleum Exporting
Countries (OPEC) has project-
ed India’s oil demand in 2024
at 5.59 million barrels per day
(b/d), up from 5.37 million b/d
in 2023, resulting in a growth
of 4.1 per cent. The global car-
tel of countries has pegged
India's demand at 5.14 mb/d
in 2022. On the other hand,
demand in China is expected

Russian cargoes
head away amid
payment issues

A numberofvessels hauling
crude from Russia that had
beenidling off India are now
headed away from the country
eastwards, amid concerns
overoil payments to Moscow
thatspurred a slumpin arrivals
last month. Five ships all
carrying Sokol oil from Russia’s
Far East are moving toward

the Malacca Straitat7to 10
knots, according to vessel-
tracking data. BLOOMBERG

to rise by 3.6 per cent.

India’s liquid fuel con-
sumption, which includes
crude oil and refined petrole-
um products, is expected to
grow at an average of 0.3 mil-
lion b/d in 2024, the United
States Energy Information
Administration (EIA)saidina
recent report. “We forecast
India’s demand growth will

increase to 331,000 b/d in 2024
from 268,000 b/d in 2023,
helped by favourable base
effects and only a slight slow-
ing in GDP growth (6.0 per
cent in 2024 from 6.1 per cent
in 2023),” it said.

In 2022, India consumed
4.9 million b/d of oil products
and liquids. According to S&P
Global, this consumption is
forecast to rise to 5.2 million
b/din 2023 and 5.3 millionb/d
in 2024, it said in a report last
week. It expects India's oil
demand to grow by 258,000
barrels per day in 2023.
Demand from South Asia,
which includes India's neigh-
bouring nations, will likely
increase by 3.2 per cent in
2024, exceeding China's 2.9
per cent, it had said.

“The domestic consump-
tion of crude oil is expected to
grow by 4-5 per cent in FY24
(2023-24), over FY23 driven by
economic growth, increased
mobility, and air travel,”
Prashant Vashisht, vice-presi-
dent at ICRA, said.
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Govt hikes
windfall tax
on crude oill

PRESS TRUST OF INDIA
New Delhi, January 2

THE GOVERNMENT HAS
hiked thewindfall tax on crude
oil produced in the country
and cut the levy to nil on
exports of diesel and aviation
turbine fuel (ATF).

The tax, levied in the form
of Special Additional Excise
Duty (SAED), on domestically
produced crude oil has been
raised to 2,300 from ¥1,300
pertonne, accordingto an offi-
cial notification.

The SAED ontheexport of
diesel has been reduced to nil
from ¥0.50a litre.

The levy on export of jet
fuel or ATF has been cut to nil
tfrom ¥1 per litre.

SAED on petrol will con-
tinue to be zero. The new rates
are effective from Tuesday.

India first imposed wind-
fall profit taxeson July 12022,
joining a growing number of
nations that tax supernormal
profits of energy companies.

FINANCIAL EXPR



MILLENNIUM POST, Delhi, 3.1.2024

Page No. 9, Size:(8.60)cms X (10.36)cms.

Govt hikes windfall
tax on crude oil

Howcuver, the govl cut the levy to
nil on exports of diesel and ATF

NEW DELHI: The government
has hiked the windfall tax on
crude oil produced in the coun-
try and cut the levy to nil on
exports of diesel and ATE

The tax, levied in the form of
Special Additional Excise Duty
(SAED), on domestically pro-
duced crude oil has been raised
to Rs 2,300 from Rs 1,300 per
tonne, according to an official
notification.

The SAED on the export of
diesel has been reduced to nil
from Rs 0.50 a litre. The levy
on export of jet fuel or ATF has
been cut to nil from Rs 1 per

litre. SAED on petrol will con-
tinue to be zero. The new rates
are effective from Tuesday.
India first imposed wind-
fall profit taxes on July 1 2022,
joining a growing number of
nations that tax supernormal

profits of energy firms. PTI
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Govt hikeswindfall tax on crudeoil,
reduces tax ondiesel, aviation tu rblne fuel

STATESMAN NEWS SERVICE
NEW DELHI, 2 JANUARY

In a recent move, the gov-
ernment has hiked the wind-
fall tax on crude oil while
reducing the tax on diesel
and aviation turbine fuel.
According to a govern-
ment notification, the wind-

fall taxon petroleum crude oil
has been hiked to Rs 2,300 a
tonne from Rs 1,300.
Ataxondiesel of Rs 0.5 per
litre was eliminated, it said as
wasa Re 1 perlitre windfall tax
onaviation fuel. India imposed
awindfall taxon crudeoil pro-
ducersin July 2022. It extend -
ed thelevy onexportsof gaso-

line, diesel and aviation fuel
as private refiners wanted to
sell fuel overseas to make
gains from robust refining
margins instead of selling
locally.

On November 1, the gov-
ernment had increased the
windfall tax on petroleum
crude to Rs 9,800 per tonne
fromRs9,050 pertonne. [talso
reduced the windfall tax on
diesel to Rs 2 perlitre from Rs
4 per litre. The decision to
impose the windfall tax in
2022 was believed tobe taken
in view of the decline in the
international oil price and
widespread opposition from
the oiland gas indusiry. [twas
also done to curb the coun-
try’s widening deficit amid
sustained high oil prices.

Windfall Taxisa one-time
tax that is imposed on entities
that have made huge profits
duetofavourable market con-
ditions. Government impaos-
s thistaxsothatin return they
can increase their revenue.
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Heightened risks for oil

Downtrend in prices could swiftly reverse if the
Hamas-Israel war escalates to the region

Despite the raging war between
Hamas forces and Israel’s army since
October 7, a noteworthy feature isthat
globaloilprices haveso farnotflared up.
Although in the initial weeks, Brent
crude spot prices remained elevated at
$90 plus a barrel, they settled down to
lower levels of around $79 a barrel inthe
lastweek of December 2023,

The attacks on shippingin the Red
Sea by Yemeni Houthi forces comn-
tributed to upward momentum in the
third week of December, but it petered
out asconcerns eased regarding any dis-
ruption.

The threat, however, still remains.
Overall,in December, pricesat $77-78
a barrel were in fact lower by 17%
when compared to $93.7 a barrel in
September.

The downtrend in oil pricesperhaps
reflected an assumption that the con-
flict will not engulf the West Asian
region that accounts for a major pro-
portion of theworld’s oil production.
While those risks still remain height-
ened,a morefundamental factor isthat
theworld is awash in oil due to rising
supplies from the US—which accounted
forfour-fifths of the increase in 2023—
Guyana and Brazil ata time of weaken-
ing global growth. There is record pro-
duction in the US amidst a wave of
consolidation by Big Oil.

All ofthis has more than offset the
significant cuts in production
announced by OPEC, although allies
like Russia are exporting more in
recentweeks despite pledges to reduce

shipments.

The decline in oil prices despitethe
ongoing war between Hamas forces
and Israel contrasts with earlier
episodes when they have zoomed due
to the so-called “fear premium” or jit-
ters over disruptions in oil supplies.
Notso long ago, there was turmoil in
West Asia, with drone strikes on Sep-
tember 14,2019 targetingoil process-
ing facilities at Abgaiq
and Khurais in east-

Houthis for targeting vessels. [ran has
sent awarship to the Red Sea. Israel’s
defence minister, Yoav Gallant, has
ominouslywarned of the prospect of a
“multi-arena war” notably, in Gaza,
occupied West Bank, Lebanon, Syria,
Yemen,Iragand Iran.

The prospects for seven theatres of
war getting active with missile and
drone attacks near where oil is pro-
duced naturally will
roil oil markets. How

ern SaudiArabia, cut- much prices will
tingthe kingdom’s il The outlook co-u!d get zoom obviously
production by about much worse if iran depends on their
half—representing gets involved. US-led impact on disruption
about5%ofglobaloil  ganctions would take out  tooil supplies.

production—and According to the
causing some desta- 2.9% of global crude World Bank,in asmall

bilisation of global oil
markets. The attacks
on January 17,2022,
on fuel tankers in the
United Arab Emirates
resulted in oil prices
spiking upwards toa
seven-year high.
These jitters are similarlybound to
reflect in higher prices as risks rapidly
escalate of the current conflict spilling
over from Israel to Lebanon and Syria
ultimately involving Iran for support-
ing Hamas and other militias like
Hezbollah in Lebanon and the Houthis
in Yemen. Currently, there is intense
shelling from Israel into southern
Lebanon. US forces have retaliated to
attacks by Iranian-backed militias in
Iraq and Syria. US helicopters shot 10
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supplies. But a much more
dismal scenario would be
iflran choosesto
retaliate by blockading
the Strait of Hormuz
=T,

disruption scenario of
global oil supplies
reducing by 0.5-2%,
comparable to the
Libyan civil war in
2011, priceswill go up
to 593 to 5102 a bar-
rel. [n a medium risk
scenario, the disruption in global oil
supplies rises to 3%,as duringthe Irag
war in 2003, raising prices to $109-
121 a barrel. In the large disruption
scenario, global il supplies are down
by 6-8% , like during the Arab oil
embargo of 1973, resulting in a price
spike to $140-157 a barrel, which can
trigger globalstagflation.

The outlook on global oil prices
could be much worse if the Hamas-
Israel conflict involves Iran. As yet,

there is no evidence of its direct
involvement behind Hamas's attacks
in Israel, but the probability of further
US-led sanctions cannot be ruled out,
including curbs onitssale of oil.

Iran is the third-largest OPEC pro-
ducer, generating 2.97 million barrels
perdayin July-September 2023 .These
sanctions would straightaway take out
2.9% of globalcrude supplies. Itistrue
that past sanctions during November
2011 to October 2012 and ongoing
ones since July 2018 led to only small
declines in global oil supplies by 0.9%
and 1.2%, respectively, resulting in
limited price spikes.

But the current situation portends
amore dismal scenario if Iran chooses
to retaliate by blockading the Strait of
Hormuz which is located between
Oman and Iran and connects the Per-
sian Gulf with the Gulf of Oman and
the Arabian Sea. Flows through the
Strait in 2022 and the first half of
2023 made up morethanone-quarter
of total global seaborne traded oil. In
addition, around one-fifth of global
liquefied natural gas trade also tran-
sited the Straitin 2022 according to
the US Energy Information Adminis-
tration.

0il prices then would spike much
more than the risk scenarios outlined
earlierand bringthe world economyto
its knees. International diplomacy
must therefore prevailto end the con-
flict before it spreads to the region and
reverses the current softening of oil
prices.
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India turns to Saudi
as Russia oil buys fall

Reuters
NEW DELHI

India increased Saudi oil
imports in December as
payment problems drove
its Russian oil buys to an 11-
month low, with about five
cargoes of the sweet Sokol
variant heading to other lo-
cations, data from vessel
tracking agencies showed.

Indian Oil Corporation
(I0C), which was set to get
the Sokol oil, had to with-
draw from its inventory
and buy from West Asia to
make up the shortfall,
sources told Reuters last
month. [OC is the only firm
with an annual deal to buy

India’s December
oil imports from
Russia declined
16%-22%, based on
Reuters calculation

several Russian grades
from oil major Rosnetft.

India’s oil imports from
Russia in December de-
clined between 16% and
22%, based on Reuters cal-
culation of data gleaned
from flow tracking agen-
cies Vortexa, Kpler and
LSEG. Its imports of Saudi
oil, rose by about 4%, ho-
wever, data from Kpler and
Vortexa showed.
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‘Initial phaseposed challenges... some enablers (for CBG now) activated’

India's first attempt at converting its
mounting waste, which is choking cities and
the countryside, to cleaner natural gas has
failed — as a standing committee report on
compressed biogas ((BG) has pointed out.
Against the target of installing 5,000 (BG
plants in six years by 2023-24, only 40 have
come up — with only 9,000 tonnes of (BG
sold as against an output target of 15 million
tonnes per year (equivalent to 54 million

‘Whatis the expected CBG volume
from your projects?
Theaimistoreach1,000 tonnes
perdayin five years. By theend of
March, production is anticipated
tobearound 60 tonnes per day.
Specific projects, including those
inSangrurand Patiala, aresetto
commence CBG production,
focusingsolely on paddy straw as
feedstock.

How muchdoes aCBG

plantcost?

Atypical plantwitha
capacity of 10 tonnes per

daywill costZ80-100

crore.

Aftersetting
up plants,
doyousee
investors
taking

: cubic metres of gas a day) by 2023-24. At such

: outputlevels, India could have eliminated

two-thirds of its liquefied natural gas import.
A new crop of entrepreneurs led by

: EverEnviro has emerged, aiming to take

. advantage of changes to the (BG policy,

: easing pricing and offtake.

. Inaugurated by Prime Minister Narendra

Modi in February 2022, EverEnviro's Indore

: (BG facility, the country's biggest and located

equity, like what’s happeningin
solar, where companies setup
plants and sell equity? Aresuch

: atalandfill that once contained 200,000

: tonnes of waste, processes 550 tonnes of

: organicwaste daily.

: EverEnviro Resource Management

: Managing Director and Chief Executive Officer
: MAHESH GIRDHAR speaks to S Dinakar on the
: company's and the CBG industry's prospects
¢ inwhat can be called India's second stab at
(BG — after the initial attempt failed, in a

: telephonicinteraction. Edited excerpts:

fortheindustry, and certain
enablers wererequired. Some have
been activated whileothers need

scenarios and valuationsexpected | attention fromapolicy
inthisbusiness? perspective.
We arestillin the early Onecrucial enabler
stages, much earlier isthe CBGoff-take
thansolar. Ibelievein mechanism through
oneor twoyears, we'll city gasdistribution
startseeinga (CGD) and the
significantinterest MAHESH GIRDHAR  @ssociated pricing,a
frominvestorsin India’s MD&o,  [Tecent development
greenenergysector, EverEnviro Resource pushed bythe
especiallyinthe CBG Management government, requiring
industry. CGDcompaniesto
undertakelong-term tieups.
CBG projectsin India were Thesecondenableristhe

initiated in 2018 but did not gain
traction like ethanol ventures
because of offtake and pricing
issues. What has changed, now
that companies such as yours have
come forward to invest?

The initial phase posed challenges

capital subsidy provided by the
centralgovernmentthrough the
MNRE (Ministry of New and
Renewable Energy) and in states
like Uttar Pradesh, wherethereisa
state subsidyon capital.

Thethird enabler addressesthe

gapinfermentedorganic manure.
Thegovernmentrecently
announced marketingincentives
forit, providing1,500 per tonne
forthree years.
Thefourthenableris
promoting agricultural
mechanisation to handle crop
residue in Punjab, Haryana, and
Uttar Pradesh. Additionally, efforts
areunderway for establishing
pipeline connectivity to CBG
plants, which, if successful, will
provide acaptivedemand.

Has the government mandated
CBGblending?

CGD fordistricts needs totake off,
whetherit’s Indian Oil, Hindustan
Petroleum, Torrent Gas, or any
otherprivate or public-sector firm.
The move providesstability for
CBG developers tomake
substantial investment in
infrastructure.

Is the CBG price setby the
government, asithappensin the
case of ethanol?

Underthe CGD-CBG syncscheme,
the CBG priceislinked tothe CNG
price, and the CBG playersreceive
the net priceaftersubtracting the
marketing margin. We have the
optiontotieupeitherunderthe
scheme Sustainable Alternative
Towards Affordable

Transportation (SATAT) or CGD-
CBG. The SATAT price provides a
certain minimum amount,
initially ¥46 akg and now revised
toabovez50. In contrast, the sync
pricing mechanism allows for
realisations up to70 and even
higher, linked to the CNG price. To
sustainordevelop theindustry,a
mechanismof price supportin the
coming yearswould be beneficial.

Doyouthink the government
should intervenein
procurement costs?

Tam notin favour of direct
intervention. Instead, the focus
should be on providing continued
support to farmers for machinery
and processes. Production-linked
incentives work better than input-
linked incentives.

‘Whatis the subsidy? Do you want
some floor price?

The central government provides
amaximum of10 crore,
equivalentto83lakh per tonne of
CBG, witha cap of%10 crore fora12-
tonne plant. In Uttar Pradesh, the
maximumsubsidy cangoup to
%20 crore (X751akh per tonne of
CBG generation), depending on
the plant’soutput. Other than
Uttar Pradesh, no other state
hassignificant policy initiatives in
thisregard.
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{ M.P., BIHAR, J'KHAND, C'GARH }
LPG supply hit, work
at coal mines affected

HT Correspondent

letters@hindustantimes.com

PATNA/RAIPUR/BHOPAL: The
ongoing truckers’ protest dis-
rupted delivery of services in the
states of Bihar, Madhya Pradesh
and Chhattisgarh on Tuesday.

In Bihar, a shortage of cooking
gas cylinders was reported as only
30% of trucks transporting them
reached the designated stores or
outlets, according to Sudhanshu
Kumar Singh, Bihar state coordi-
nator of the Federation of LPG
Distributors of India. “There isa
shortage of cylinders at several
places as trucks are not reaching
their destination,” he said.

According to state chief secre-
tary Amir Subhani, the Nitish
Kumar-led government is keep-
ing a tab on the ongoing agitation
and instructions have been
issued to district administrations
to ensure supply of essentials is
not affected.

As most filling stations in
Madhya Pradesh reported short-
age of fuel, the state government
started providing police protec-
tion to tankers operated by oil
companies.

“Petrol and diesel have been
sent from Indore to Khandwa
and Burhanpur under police pro-
tection,” a state government offi-
cial said, declining to be named.
To prevent people stocking up on
fuel, district administrations in
Umaria, Satna, Sagar and some
other districts imposed a 10 litre
limit for each vehicle.

In Jharkhand, lifting of coal
from mines in Dhanbad was
affected, with less than 20% of
drivers reporting for work.

In Chhattisgarh, chief minister
Vishnu Deo Sai chaired a meeting
to review the situation and issued
instructions to maintain a
smooth supply of essential com-
modities so that there was no
shortage.
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No purchase of petrol, diesel vehicles
in Himachal: Sukhu on Green agenda

ASHWANI SHARMA

SHIMLA: Chief Minister
Sukhwinder Singh Sukhu has
ordered all government depart-
ments to stop buying diesel and
petrol vehicles in the state and
instead switch over to electric
vehicles.

The chief minister himself
has been using electric cars in
Shimla and also for his travels
in the state.

The green activists are
attaching a lot of importance
to the Himachal Pradesh gov-
ernment move to ban purchase
of diesel or petrol vehicles by
Himachal Pradesh government
from January 1, 2024 on wards.

“If necessary, the depart-
ments will be able to purchase

petrol or diesel vehicles only
after the approval of the Cabi-
net”, he added.

Aiming for ‘Vyavastha
Parivartan, the chief minister
since his first budget speech
took a pledge for preservation
of the green cover of the state
and announced various provi-
sions to promote e-vehicles in
the state.

Already during the year,
the number of e-vehicles pur-
chased in the state for govern-
ment departments reached 185,
while that of private e-vehicles
registered in the state are 2,733,

All the departments will
ensure replacing their fuel vehi-
cles with e-vehicles ina phased
manner. Use of e-vehicles is not
only a new beginning, but also

shows the commitment of the
government towards environ-
mental preservation, he said.

To meet the requirement
of vehicles in departments,
permission has been given to
ply e-taxies on contract basis.
Under the Rs 680 crore Rajiv
Gandhi  Self-Employment
Start-up Scheme, e-taxi per-
mits are being provided to the
vouth by providing them 50 per
cent subsidy on their purchase.

The chief minister said
the government is develop-
ing infrastructure for charging
e-vehicles.

The Transport Department
has finalised 54 locations for
setting up e-vehicle charging
stations in the state, some of
which are almost ready.
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Oil & gas contributes
X3.4 trn to govt Kkitty

ARUNIMA BHARADWAL
New Delhi, January 2
INDIA'S PETROLEUM SECTOR con-
tributed ¥3.41 trillion to the exche-
quer in the first half of the current
financial year, down 4.6% onyear,
accordingtothe latest datareleased
by the Petroleum Planning and
AnalysisCell. Of this, thesectorcon-
tributed ¥ 1.85 trillion to the Centre
and ¥1.5 6 trillion tothe states.

The amounts paid includes
excise duty, customs duty, royalty
rateson crude oil,corporate Jincome
tao, service tax, cess on crude oil,and
such other cess and surcharges on
petroleum products.

“The subsidy burden on petro-
leum products was ¥4,596 crore
during first half of FY24 including
¥30,396 croreduring FY2 3 and the
onetime grant of ¥22,000 crore on
account of under recovery on
domestic LPG (Liquified Petroleum
Gas) to the oil marketing compa-
nies (OMCs),” the report said.

In the first half of the previous
financial year 2022-23, India's oil
and gas sector had contributed
¥3.57 trillion to the exchequer
which included ¥1.97 trillion and
¥1.60 trillion to the central and
state exchequer respectively. In
FY22, the contribution to the
exchequer stood at ¥7.74 trillion.

The exchequer received ¥1.41
trillion assales tax fromacross states
and Union territories in the first six
months of the current fiscal.

The central government has
levied an excise duty of ¥1.24 tril-
lion on the sector from April to
Septembercompared tothe excise
duty of ¥2.88 trillion in FY23,the
data showed.

In May 2022, the central gov-
ernment had reduced the excise
duty onpetrol by 8 perlitre and on
diesel by ¥6 perlitre tokeepa check
on the high fuel prices.

It has also levied an additional
basic excise duty of ¥2 per litre on
unblended petrol intended for
retail sale from November2022.

Even aftera surge in the global
crude oil prices post the Russia-
Ukraine war,the oil marketing com-
panies had kept the auto fuel prices
unchanged. However, latest reports
suggest that the government is
likely to cut the prices of petrol and
diesel to thetune of T4-6 perlitre
owing to lower crude prices in the
global markets presently.
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OVL works on oil-
for-dividend deal

with Venezuela

Utpal Bhaskar
utpal. b@livemint.com
NEW DELHI

NGC Videsh Ltd
(OVL) is in talks with
its Venezuelan part-

nertosecure oil cargoesin lieu
of unpaid dividends totalling
5600 million, two people
aware of the development
said. This follows the US eas-
ing sanctions on Venezuela,
where India’'s overseas
explorer has partnered state-
owned Petroleosde Venezuela
SA (PdVSA) forthe San Cristo-
bal project.

Any oil flowingin from Ven-
ezuela holds significance for
India, the world's third largest
oil buyer that once counted
the Latin American country
among its largest oil suppliers.

A spokesperson for OVL
confirmed in response to a
query that the San Cristobal
project owes dividends of
around $600 million to the
company. “Post easing of US
sanctions, OVL isin continu-
ous dialogue with PdVSA for
recovery of accrued dividend
by various mechanisms
including allocation of crude
cargoes in lieu of accrued divi-
dend,” the spokesperson said.

OVL, the overseasarmof Oil
and Natural Gas Corp. Litd

Any oil flowing in from
Venezuela holds significance
for India. BLOOMBERG

(ONGC), acquired 40% in San
Cristobal in 2008, with PAVSA
owning the balance. OVL
holds 40% through ONGC
Nile Ganga (San Cristobal) BV,
a wholly owned subsidiary of
ONGC Nile Ganga BV

While declared dividends
add up to $400 million, unde-
clared dividends account for
another $200 million. The
dividends have remained
unpaid since Venezuela's late
president Hugo Chavez appro-
priated PdVSA's earnings for
populist spending.

In October 2022, the US
announced a political agree-
ment with Venezuela, now led

TURN TO PAGE 6
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Oil-for-dividend deal with
Venezuela in the works

FROM PAGE 1

by Nicolas Maduro. Following
this, the US treasury depart-
ment temporarily authorized
“all transactions prohibited by
the Venezuela Sanctions Reg-
ulations, 31 CFR part 591 (the
VSR), related to oil and gas sec-
tor operations in Venezuela,
including transactions with
PdVSA, subject to certain con-
ditions.”

The authorization sus-
pended sanctions covering
most oil and gas sector opera-
tionsin Venezuela, including
energy sales to the US and
others, as well as the payment
oftaxes, royalties, costs, fees,
dividends and profits related
to oil and gas sector opera-
tions or transactions involving
PdVSA.

Queries emailed to the
spokespersons of India’s min-
istries of petroleum & natural
gas and external affairs on
Thursday remained unan-
swered, While a PdVSA
spokesperson couldn'tbe con-
tacted, queries emailed to the
Venezuelan embassy in New
Delhion Tuesday were unan-
swered till presstime.

“Weare trying tosecure oil

OVL has been investing in
overseas oil and gas assets as
part of India’s energy security

strategy. BLOOMBERG
cargoes in lieu of these stuck
dividends. Venezuelan oil is
back only for six months with
a lot of caveats. Also, they
don’t have the capacity to
rapidly ramp up production,”
one of the two people cited
above said on condition of
anonymity.

Analysts concur with this
assessment. S&P Global Com-
modity Insights in a note post
the easing of US sanctions said
“it expects little change in

Venezuelan oil production
capacity in the nextsix months,
as PAVSA haslittle to no invest-
ment capital and much of the
oil-related infrastructure isina
poor state of repair.”
“Venezuela's current capacity
lies between 800,000-850,000
b/d (barrels per day), with cur-

. rent production sitting around

750,000 b/d,” the S&P report

* said and added, “India used to be

a regular buyer of Venezuelan
crude oil grades prior to the
impositionof USsanctions. Dur-
ing the pre-sanctions period

&= from 2017 to 2019, India

imported approximately
300,000 b/d of Venezuelan
crudegrades, with private refin-
erslike Reliance Industries being
the key buyers.”

OVL also owns 11% in Venez-
iela’s Carabobo Project 1, where
1dian Oil Corp. Ltd and Oil India
td own 3.5% each, with PAVSA
1d Spanish energy major Repsol
holding 71%and 11%, respectively.

OVL has been investing in
verseas oil and gas assets as part
fIndia’s energy security strat-
cgy. The overall investment by
tate-owned companies in oil
nd gas assets abroad stands at
$36.555 billion across 55 assets
in25 countries,
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OVL, Venezuela

work on oil-for-
dividend deal

Utpal Bhaskar

utpalb@livemint.com

NEW DELHI: ONGC Videsh Ltd
(OVL) s in talks withits Venez-
uelan partner to secure oil car-
goes in lieu of unpaid dividends
totalling $600 million, two peo-
ple awarc of the development
said. This follows the US easing
sanctions on Venezuela, where
India’s overseas explorer has
partnered state-owned Petro-
leos de Venezuela SA (PAVSA)
for the San Cristobal project.

Any oil flowing in from Ven-
ezuela holds significance for
India, the world’s third largest
oil buyer that once counted the
Latin American country among
its largest oil suppliers.

A spokesperson for OVL con-
firmed in response to a query
that the San Cristobal project
owes dividends of around $600
million to the company. “Post
easing of US sanctions, OVLisin
continuous dialogue with
PAVSA for recovery of accrued
dividend by various mecha-
nisms including allocation of
crude cargoes in lien of accrued
dividend,” the spokesperson
said.

OVL, the overseas arm of Oil
and Natural Gas Corp. Ltd
(ONGC), acquired 40% in San
Cristobal in 2008, with PAVSA
owning the balance. OVL holds
40% through ONGC Nile Ganga
(San Cristobal) BV, a wholly
owned subsidiary of ONGC Nile
Ganga BV

While declared dividends add
up to $400 million, undeclared
dividends account for another
$200 million. The dividends
have remained unpaid since
Venczuela's late president Hugo
Chavez appropriated PAVSA's
earnings for populist spending.

In October 2022, the US
announced a political agree-
ment with Venezuela, now led
by Nicolas Maduro. Following
this, the US treasury depart-
ment temporarily authorised
“all transactions prohibited by
the Venezuela Sanctions Regu-
lations, 31 CFR part 591 (the
VSR), related to oil and gas sec-
tor operations in Venezuela,

Any oil flowinginfrom
Venezuela holds significance
for India. AF

including transactions with
PAVSA, subject to certain condi-
tions.”

The authorisation suspended
sanctions covering most oil and
gas sector operations in Venez-
uela, including energy sales to
the US and others, as well as the
payment of taxes, royalties,
costs, fees, dividends and profits
related to oil and gas sector
operations or transactions
involving PAVSA.

Queries emailed to the
spokespersons of India’s minis-
tries of petroleum & natural gas
and external affairs on Thurs-
day remained unanswered.
While a PAVSA spokesperson
couldn’t be contacted, queries
emailed to the Venezuelan
embassy in New Delhi on Tues-
day were unanswered till press
time.

“We are trying to secure oil
cargoes in lieu of these stuck
dividends, Venezuelan oll is
back only for six months with a
lot of caveats. Also, they don’t
have the capacity to rapidly
ramp up production,” one of the
two people cited above said on
condition of anonymity.

Analysts concur with this
assessment. S&P Global Com-
modity Insights in a note post
the easing of US sanctions said
“it expects little change in Ven-
ezuelan oil production capacity
in the next six months, as
PdVSA has little to no invest-
ment capital and much of the
oil-related infrastructureisin a
poor state of repair.”
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Russian crude oil cargoes head away
from India amid payment issues

STATESMAN NEWS SERVICE

MNEW DELHI, 2 JANUARY

Reportssuggest thatanum-
ber of vessels hauling crude
from Russia that had been
idlingoff Indiaare nowhead -
ed toeastwards away from the
country.

The development comes
amid concerns over oil pay-
mentsto Moscow that spurred
aslump inarrivalslast month.

Citing vessel-tracking data,
the reports said five ships, all
carrying Sokol oil from Rus-
sia's Far East - the NS Com-
mander, Sakhalin Island,
Krymsk, Nellis, and Liteyny
Prospect— are moving towards
the Malacca Straitat 7 to 10
knots,

A sixth, also holding Sokol,
the NS Century, is still close
to Sri Lanka, they added.

The NS Century hauls
about 700,000 barrels, and was

o

-

- -

sanctioned by the US Trea-
sury last year. Fouroftheother
vessels carry similar volurmes,
while the fifth, the Nellis, can
hold twice as much.
According to the recent
datareleased byenergycargo

o t — - -

-

Lomn Paeia
trackerVortexa, in December,
India’s crude oil imports from
Russiaincreased around 3 per
cent compared to lastmonth
at 1.52 million barrels per
day (bpd) of Russian crude oil.

Last month, the impont was

il - - -

1.48 million bpd. Notably,
Russia retained the position
of top supplier of crude oil to
India in the lastmonth ofthe

year.
However, when compared
with January 2023, India’s

oil imports from Russiafellin
December to their lowest.
The fallwasdue tolocal refin-
ers not receiving a single
Sokol cargo due to payment
issues, according to Kpler.

“China seems to have
stepped in to save the idling
Sokol cargoes,” said Viktor
Katona, lead crude analyst at
data intelligence provider
Kpler.

The USand its allies have
imposed sanctions on enti-
ties deemed to have breached
the USD 60-a-barrel cap on
Russian crude exports, which
cameintoeffectlatein2022,

It is worth highlighting
that for India, Russia has
become a major source of
crude oil since Moscow sent
troops to Ukraine in Febru-
ary 2022. It has overtaken
Saudi Arabia and lraq to
become the biggest supplier
of the commodity.
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Windfall Tax
Hiked on
Local Crude

ISTOCK

Press Trustof India

New Delhi: The government has hi-
ked the windfall tax on crude oil pro-
duced in the country and cut the levy
tonil on exportsof diesel and ATFE

Thetax, levied in the form of Special
Additional Excise Duty (SAED), on
domestically produced crude oil has
been raised to Rs 2,300 from Rs 1,300
per tonne, according to an official no-
tification.

The SAED ontheexportof diesel has
beenreduced tonilfromRs0.50alitre,

The levy on export of jet fuel or ATF
has been cut tonil from Rs 1 per litre.

SAED on petrol will continue to be
zero. The new rates are effective from
Tuesday.

India first imposed windfall profit
taxes on July 12022, joining a growing
number of nations that tax supernor-
mal profits of energy companies.

The tax rates are reviewed every
fortnight based on average oil prices
inthe previous two weeks.
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Windfall tax on crude hiked; no
levy on diesel, ATF for export

FUELLING FACTORS. To be effective from Jan 2, changes follow a surge in crude prices

L
Shishir Sinha
New Delhi

The Finance Ministry has
raised the Special Additional
Excise Duty (SAED), better
known as windfall gain levy
on domestically-produced
crude, to 2300 per tonne
from T1300. However, such
levy on export-bound diesel
and jet fuel has been re-
duced tonil .

To date, windfall levies on
diesel and jet fuel (aviation
turbine fuel or ATF) were
¥0.50and ¥1. All the changes
are effective from January 2.
Such a levy on export-bound
petrol will continue at nil.

IMPACT

This decision has been taken
as crude prices saw some
rise earlier. This will likely
impact oil exploration com-

HOW IT WORKS. The tax rates are rewewed every fortmght
based on the average oil prices in the previous two weeks

panies such as ONGC and
Oil India. Product prices
have come down, so the
windfall gain tax has been
revised downward. Cutting
the windfall levy on diesel
and ATF for export will im-
pact primary fuel exporters
Reliance Industries and

Rosneft-backed
Energy.

India first imposed wind-
fall profit taxes on July 1,
2022, joining several nations
that tax supernormal profits
of energy companies. At that
time, export duty of 36 per
litre ($12/bbl) was levied on

Nayara

petrol and ATF, and 13 a
litre ($26/bbl) on diesel. A
¥23,250 per tonne ($40/bbl)
windfall profit tax on do-
mestic crude production
was also levied. The tax
rates are reviewed every
fortnight based on the aver-
age oil prices in the previous
two weeks.

The domestic producers
of petroleum crude, like
ONGC, sell their crude at
international parity price.
As  international crude
prices rose sharply, these
producers made supernor-
mal profits. The prices of
diesel, petrol and ATF rose
even more sharply, which
led to extraordinary crack-
ing margins (difference
between the product price
and the crude price) on ex-
ports of these products. The
cess/duties were imposed in
this background.
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