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A strategic pause

Govt is right in avoiding hurried disinvestment,
but privatisation as a policy must continue

WO RECENTSTATEMENTS from the government have encour-

aged the notion that it may be going slow on the privatisation

agendavia “strategic sale” of companies owned by it. Speaking

in Parliament last weel, Prime Minister Narendra Modi waxed
eloquent on PSUs (central public sectorenterprises) gaining in strength
and giving “record returns” to the stakeholders under his stewardship.
Earlier, theinterim Budget was markedly less ambitiousonreceipts from
full or partial liquidation of government stakes in companies, and even
dispensedwith the practice of keepinga separate non-debt receiptshead
for “disinvestment,” effective FY2 4. Ever since 1992, India's disinvest-
ment policyhas been on arollercoasterride,

The peak of disinvestment wasduring the period of the Vajpayee gov-
ernment (1999-2004), which saw the formation of a separate depart-
ment of disinvestment, its elevation to a ministry, and the entry of the
word “privatisation” into the official lexicon. That government presided
over sale of a few PSUs—Videsh Sanchar Nigam, Hindustan Zinc, Balco,
IPCL,Modern Food—as wellas some ITDChotels. It also heralded a process
that culminated in the eventual exit of the government from Maruti
SuzukiWhile the UPA-I regimewas guarded on disinvestment—itdidnot
sell profit-making PSUs, scaled back the ministry concerned to a depart-
ment, UPA-IT was more willing to take the policy forward, but was again
thwarted by adverse market conditions.

TheModi governmentcreated the department of investment and pub-
lic asset management (Dipam)with acomprehensive mandate, including
“privatisation,”and began setting ambitious disinvestment targets dur-
ingits second term. Its privatisation resolve wasin evidenceasit soldloss-
makingnational carrierAir Indiato the Tata Group inearly 2022 forvery
little cash consideration, after several pragmatic tweaks to the bidding
terms, including expunging of the airline’s ¥61,000 crore-plus legacy
debt. The Budget FY22 unveiled a new policy under which the govern-
mentwould have a“minimum presence”in thefourbroad“strategic sec-
tors”. While nearly half of the FY20 disinvestment target of ¥1.05 tril-
lion, was achieved, the later years saw significant under-achievement,
leadingto scaling down of the targets themselves, with the goal for FY25
being set at just ¥35,000 crore,undera nebulous head.

Theapparent rethink on the PSU policy must be seen in the changed
global context,wherethe markethas,at least transiently, ceased tobethe
sole mechanism for resource allocation. There is undoubtedlya pressing
needtowindupperennially loss-making state-owned companies,viathe
insolvency code-based process or otherwise. The languishing physical
assets with them, including the redeemable land parcels, could be effi-
ciently monetised and deployed for more productiveuse. PSUs that have
long enjoyed monopolisticmarket powerwith subparefficiencylike Coal
India and PowerGrid are now being pitted against private players with
lesser privileges, forcing them to shape up. It may be presumptuous to
think that none of themwould survive in an innovation and tech- driven
market, as the recent underground miningventures of Coal India would
testify. All the past disinvestment deals haven't been value-enhancing
either. Thatsaid, there isstill considerable scope forstrategic sale of PSUs,
including many profit-making ones, where privatisation might bring
about synergies. Afew larger ones like ONGC, NTPC, Coal India and SBI
may be allowed to grow into global-sized firms, taking cue from a strat-
egy Chinahas used effectively—"graspthe big,release the small”
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Aramco sees ‘robust’ oil
demand growth in 2024

Global oil demand is set foranother year of “robust” growth,
according to the chiefof Saudi Arabia’s oil company. We see
104 million barrels of demand for thisyear, so a growth of
about1.5 million barrels,” Saudi Aramco Chief Executive
Officer Amin Nasser said on Monday. Nasser's projections are
roughly half-way between forecasts from OPECand its
counterpart representing consuming nations, the
International Energy Agency. BLOOMBERG
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BPCL Plans Internatlonal 0il Trading Desk

KalpanaPathak

Mumbai: State-run Bharat Petroleum
Corporation (BPCL) is planning to open
a trading desk in Singapore or Dubai to
expand its global reach, sourcing and
trade in crude oil as well as finished pro-
ducts, according to industry executives
aware of the development.

BPCL will set up the desk this year, so-
urcesadded.

The desk, they said, will also help the
company trade in energy derivatives and
facilitate international financing. In the
international oil market, products are bo-
ught and sold through trading desks. The
desk is manned by a licensed trader and
trades take place instantly.

BPCL did not respond to ET’s queries
till press time.

"BPCL is planning to set up a trading
desk as being in the centre of action and
knowing the ecosystem helps you clinch
better commodity deals," said an indust-

ISTOCK

ry executive aware of the talks.

A trading desk helps companies procure
crude oil from the international market on
areal-time basis, helping cut import prices
by locking in the best price and quality.

Officials added that the Russia-Ukraine
war disrupted thesupply of crudeoilinthe
market, forcing Indian refiners to look for
crude sourcing options beyond the Middle
East, which has been the major source of
oil supplies to Indian refiners.

"A trading desk will give BPCL the flex-
ibility to enter and exit markets faster as
operations are 24/7. This will enable fas-
ter turnaround on crude oil trading and
ensure flexibility," the official added.

Last fiscal, BPCL procured 38.2 million
metric tonnes per annum of crude for its
three refineries in Mumbai, Bina (Madhya
Pradesh) and Kochi. The refineries proces-
sed five new grades of crudeoil, which were
procured for the first time by BPCL, accor-
ding to the company's FY23 annual report.

Indiais the world’s third-largest consu-
mer of crude oil and depends on imports
to meet over 85% of itsrequirements.

India’s public sector refiners—Indian
0il Corporation (I0C), BPCL and Hin-
dustan Petroleum Corporation (HPCL)
—source 70% of crude oil on term cont-
racts and the rest on a spot basis.

This helps companies diversify their
crude supply basket and address market
volatility.

kalpana.pathak@timesgroup.com
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FROM $4.3B IN 2024, SPENDING TO SHRINK BY A FIFTH BY 2030 IN ABSENCE OF MAJOR DISCOVERIES

Capex on Developing Oilfields
to Drop Below $3.5B in 2030

Would lead to a drop in domestic crude production and raise dependence on imports
Waning Interest in Exploration

Sanjeev Choudhary

New Delhi: India’sannual ca-
pital spending on developing
oilfields will fall from next ye-
ar, shrinking by about a fifth
by 2030 in the absence of ma-
jor discoveries, which will le-
ad to a drop in domestic oil
production and expand de-
pendence on imports, accor-
ding to the International
Energy Agency (IEA).

Capital expenditure on deve-
loping oil projects is estima-
ted to drop below $3.5 billion
in 2030 from around $4.3 bil-
lion in2024. The estimates are
based on the current pipeline
of upstream projects, said To-
ril Bosoni, the head of oil mar-
ketsatIEA.

“It’s possible that there will
befinds, and new project deve-
lopments will come online,
but most of the time, the lag
between discovery and pro-
duction is beyond this time
frame,” said Bosoni, refer-

Oilfield Domestic oil production Output is
development fell to just under 700,000 | expected to
capex rose from | barrels per day (bpd) in | decline to
less than $3 billion | 2023 from a little more 540,000 bpd
in 2021 to a little by 2030

above $4 billion
in 2023

ring to the IEA study which
factorsin capacity till 2030.

Companies have shown in-
terestinrecent exploration li-
cencing rounds, and this may
result in some discoveries but
developing those will take ti-
me, which may stretch be-
yond 2030, she said.

The oilfield development ca-
pex rose from less than $3 bil-
lionin2021toalittleabove $4 bil-
lion in 2023, accordingto IEA.

The domestic oil production
fell tojust under 700,000 barrels
per day (bpd) in 2023 from a litt-

than 900,000 bpd in 2011

DURGA

le more than 900,000 bpd in 2011.
The output is expected to decli-
ne to 540,000 bpd by 2030, accor-
ding tothe IEA. Falling domes-
tic output and increasing de-
mand will increase India’s de-
pendence on foreign oil.
Besides ONGC’'s KG block,
which is expected to add 45-
50,000 bpd at its peak, there
are no other “material pro-
jectsinthequeuethat havere-
ached final investment deci-
sions”, the agency said.
India’s exploration licen-
cing rounds have been domi-

nated by state-run ONGC and
0il India, with limited parti-
cipation by foreign firms. “In
part, the absence of interna-
tional companies may be due
to lacklustre discoveries sin-
ce the turn of the century”
the IEA said.

Over the past 23 years, 2,000
million barrels (mb) of com-
mercial liquid resources have
been discovered in India, com-
pared to 10,000 mb in Angola,
Norway and Guyana, and
40,000mb in Brazil, it said.

“Major players may be wai-
ting on the sidelines for a
world-class find before estab-
lishing operations and cost
centres in the country,” the
IEA said.

The exploration budget of
overseasfirmsisshrinkingas
a percentage of total outlays,
having slipped to 9% last year
from 21% in 2000, the report
said, explaining their waning
interest in exploration.

sanjeev.choudhary@timesgroup.com
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1sinvestmen

from the Budget

"There 1s a need for a paradigm shift in the approach to disinvestment; the
Government must detach it from budgetary constraints and tackle legacy 1ssues

n a briefing following the presentation

of the interim Budget for the finan-
cial year (FY) 2024-25 by the Finance
Minister, Nirmala Sitharaman on

February 1, 2024, Finance Secretary !

TV Somanathan stated that the "govern-
ment no longer views disinvestment - fancy

nomenclature for sale of Union government |
shareholding in central public sector under-

takings (CPSUs) - from the perspective of
balancing the budget". The statement is out
of sync with Sitharaman setting a target of

Rs 50,000 crore as proceeds from disinvest- |

ment for the FY 2024-25 though it wasn't
mentioned in her speech.

If, the government's intent was not to view |
it as an exercise in balancing the budget - !

as stated by the finance secretary - then, it
made no sense to fix a target. Yet, settinga
target for boosting non-tax revenue receipts
means that it hasn't shed its age-old stance
of linking this exercise with the budget.

To plan for garnering resources from the

sale of government shares in CPSUs is |
inherently flawed. This is because unlike tax |
revenue, which can be projected with a !
degree of certainty based on the existing tax :
rate and a reasonable assessment of the !
growth in nominal GDP, the same cannot |
be said about proceeds from disinvestment. :
In this case, a lot depends on the market :
scenario and, in particular, the perception |
of investors about the company in which |

share-sale is contemplated.

In cases where the strategic sale (it reduces
the government's holding in the CPSU to :
below 50 per cent or privatization) is moot- |
ed, the Government faces a bigger challenge
as apart from a favourable market, it needs |
bidders with deep pockets. The lengthy and :

cumbersome process of approval and
bureaucratic red tape further undermines

the chances of its kicking the ball rolling just !
around the time when the strategic investors |

are ready to put in their bets.
The Niti Aayog identifies companies for dis-

investment which are then considered by !

the Core Group of Secretaries on
Divestment (CGD), a long-drawn process

by itself, which takes it to the Alternative |
Mechanism (AM) - a group of ministers, |

including finance, road transport & high-
ways, administrative reforms, etc., - for

approval. After AM's approval, the |

~ THE MAJORITY
~ OWNERSHIP AND
~ CONTROL BY THE
GOVERNMENT

DECADES
HAS INGRAINED
IN THE

EXERCISING
COMMAND

OVER THE
MANAGEMENT OF
THE PSU

Department of Investment and Public ¢

FOR SEVERAL:

BUREAUCRAT A
FEELING OF

Asset Management (DIPAM)
moves a proposal for in-principal
approval of the Cabinet Committee
on Economic Affairs (CCEA).

It is therefore not surprising that the
Modi - government has missed its
disinvestment targets ever since it
started the process in 2015-16 with
a particular focus on 'strategic’
sales. Only during two years viz.
2017-18 and 2018-19, it achieved
the target. That was primarily
because, in those years, it had con-
ducted two big-ticket sales of its
shares from one CPSU to another.
During 2017-18, the government
sold 51.11 per cent of its sharehold-
ing in Hindustan Petroleum
Corporation Limited (HPCL) to the
Oil and Natural Gas Corporation
(ONGC) yielding Rs 37,000 crore.
In the following year, it undertook
the sale of its 52.63 per cent stake
in the Rural Electrification
Corporation (REC) to the Power
Finance Corporation (PFC) yield-
ing Rs 13,000 crore. But, those sales
can't be termed as strategic as the
purchaser being another CPSU
namely ONGC/PFC, the
Government continues to have
effective ownership over the divest-
ed entity viz. HPCL/REC.

For the current FY, while present-
ing the budget on February 1,
2023, Sitharaman had set a target of
Rs 51,000 crore for proceeds of dis-
investment. This has since been
revised downwards to Rs 30,000
crore. Against this, as of February
1, 2024, the government has raised
only about Rs 12,500 crore, and it
is unlikely that even the revised
divestment target will be met.

At a fundamental level, disinvest-
ment of the government's share-
holding in a PSU is in effect sale of
its assets. Therefore, receipts arising
therefrom can only be treated as
‘capital receipts’ (CRs). While
preparing the budget, it won't be
logical to plan for receipts from this
source in the same manner as it is
done for revenue receipts (RRs)

¢ which are receipts generated from

the day-to-day business activities e.g.
dividends on shares held by the gov-
ernment. The government should
change the track. It should unequiv-
ocally fall in line with what the
finance secretary has indicated. It
should pursue share sales indepen-
dent’ of the budget exercise.

The government's tax revenue is
buoyant (for three years in a row
since 2021-22, these have exceeded
the BE) and it is getting higher div-
idends from CPSUs as also higher
dividends from the Reserve Bank of
India (RBI) and state-run banks.
These positive trends should be
good enough for managing fiscal
deficits. Hence, its budget need not
have to depend on proceeds from
disinvestment.

The FM has referred to the
approach to share sales outlined in
her Budget speech for 2021-22.
Under it, CPSUs are divided into
two broad categories i.e. strategic
and non-strategic. The strategic
group covers atomic energy, space
and defense; transport and telecom-
munications; power, petroleum,
coal and other minerals; and bank-
ing, insurance and financial services.
The non-strategic category includes
all other sectors such as industrial
and consumer goods, hotel and
tourist services, trading, and mar-
keting.

While, the government wants to sell
CPSUs in the strategic sector with
the caveat that at least one (and a
maximum of four) will be retained
in the public sector, it will privatize
‘all' undertakings in non-strategic
sectors. All loss-making undertak-
ings in the latter category will be
closed. However, it needs to
unshackle the process from a host
of legacy issues.

Foremost, the majority ownership
and control by the Government for
several decades has ingrained in the
bureaucrat a feeling of exercising
command over the management of
the PSU. Although things have
improved under the Modi - dispen-
sation (courtesy of its focus on a

-

]

UTTAM GUPTA

"

‘policy-driven state, and increase in
‘transparency’), the basic ingredients
remain intact. This mindset has to
go.
Second, even after strategic sales, the
government wants to remain in the
driver's seat. This is amply reflect-
ed in a statement in Sitharaman's
budget speech for FY 2019-20. She
had stated the intent was to change
the existing policy from "directly”
holding 51 per cent or above in a
CPSU, to one whereby its total hold-
ing, "direct” plus "indirect”, is main-
tained at 51 per cent. This stance
remains intact.
Third, it remains inclined to use
CPSUs for achieving other unrelat-
ed objectives. For instance, it uses
fertilizer PSUs to ensure adequate
availability of this politically sensi-
tive agri-input in every nook and
corner of the country. This has come
in the way of taking up the strate-
gic sale of nine CPSUs in the fertil-
izer sector (it falls in the non-strate-
gic category) recommended for
sale by the Department of Public
Enterprises (DPE) and Niti Aayog
Despite, the deregulation of petrol
and diesel prices way back in
2010/2014, the government contin-
ues to regulate their prices.
For this purpose, it rides piggyback
on oil PSUs which control over 90
percent of the total sales. For this
reason, the strategic sale of Bharat
Petroleum Corporation Limited
(BPCL) hasn't happened nearly
four years after it was initially
mooted in 2019-20.
Fourth, the government wants to
use CPSUs to build infrastructure
and invest in green transition to
meet climate mitigation goals.
While the argument is tenable, this
doesn't undermine a case for vigor-
ously pursuing strategic sales to
maximize asset value besides involv-
ing the private sector in achieving
climate goals. Modi should remove
all legacy obstacles and de-bureau-
cratize the process of share sale.
(The writer is a policy analyst;
views are personal)
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ONGC arm
looks to pay
in roubles
for Sakhalin 1
project stake

REUTERS
NEW DELHI, FEBRUARY 12

INDIAN OIL company ONGC
Videsh Ltd (OVL)is in talks with
the Russian government to pay
its contribution to the Sakhalin-
1abandonment fund inroubles,
a company official said on
Monday.

The contribution is arequire-
ment for OVLto takea 20% stake
in the project, which isoperated
by a new Russian entity.

"We are at an advance stage
oftrying to pursue Rosneftto ac-
cept the abandonment obliga-
tion of OVL for getting back its
20% share (in the Sakhalin 1
project),” Vinod Hallan, a fi-
nance executive at OVL, told an
analysts' call.

An abandonment fund is
used for decommissioning ac-
tivities to ensure that wells are
properly shut in and that the
process would not affect theen-
vironment in future,

OVL, the overseas invest-
ment armof India’stop explorer
0il and Natural Gas Corp, and
other state-run Indian compa-
nies have not been able to repa-
triate their dividends for stakes
in producing Russian energy as-
sets due to sanctions.

The overall pending divi-
dends of Indian companies

OVLis looking at using
pending dividend to
pay for its sharein the
abandonment fund

amount to around $500-%600
million,

OVL is looking at using the
pending dividend to pay for its
share in the abandonment fund
in roubles, Hallan said on
ONGC's post-earnings call for
analysts,

"Our application with
Russian authorities is expected
to be heard very soon and we
hope toclose the transaction of
meeting the abandonment ob-
ligation,” he said.

A raft of Western sanctions
have madeit difficult to transfer
funds to Russia in dollars and
payment in roubles require ap-
proval from the Russian author-
ities.

Last April ONGC got back its
$600 million contribution made
to the previous abandonment
fund for Sakhalin 1 from the for-
eign party administrator after
ExxonMobil's exit from the proj-
ect, ONGCsaid in May last year.

TheRussian government has
agreed togrant OVL a 20% stake
in the new project operator
Sakhalin-1 LLC provided it
makes the contribution to the
new accumulated fund.
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ONGC sees oil production rising 6% next fiscal

ARUNIMA BHARADWAJ
New Delhi, February 12

STATE-OWNED OILAND Nat-
ural Gas Corporation (ONGC)
expects a 5-6% increase in oil
production for FY25, attrib-
uted to elevated production
from the KG 98/2 basin, the
company said inananalyst call
on Monday.

Italso seesimprovementin
oil output in its fourth and
final quarter, concluding the
year with production levels
slightly higher than FY23.

At present, the company is
producing 12,000 barrelsofoil
per day from its KG basin and
1.75 million metric standard
cubic meters of gas perday.

The companyalsosaid that
it expectsfull-fledged produc-
tion from the basin to come
intoeffect in FY26.

Further, ONGCis eyeing a
capex target of ¥33,000-
35,000 crorein FY25.

Italsosaidthatatotalcapex
of ¥28,000 crore has been
incurred onthe KG basinand it
will be spending ¥60,000 crore
on ongoing projects over the
nexttwotothreeyears.

The company’s share price
fell 1.3% on Monday moming
afterit reporteda weakerset of
numbers for the October-
December period.

It had opened 1.5% lower
intraday.

The company's consoli-

ONGC

Intra-day on BSE (Z), Feb 12
2467

Open

Close

dated net profit fell by 7.9%to
¥10,748.5 crore in the
reviewed quarter,comparedto
¥11,665 crore last fiscal, pri-
marily due to decreased rev-

enue. Sequentially, the profit
dropped by 35% from
¥16,553.32 crore.

This decline was driven by
lower price realizations, down
6.4% to $8 1.59 perbarrel,and
a 24.2% decrease in gas prices
to $6.5 permmBtu. Moreover,
its total crude production
declined by 3% to 5.2 million
tonnes in Q3FY24 compared
tothe same period a yearago.

Over the first nine months
of the current financial year,
crude production decreased by
2.9%.

The declineinoutput inthe
nine months was due to the
shutdown of Panna-Mukta
offshore platforms for the
commissioningof anew crude

oil pipeline, the company said.

Moreover,cyclone Biparjoy
and the natural decline of
mature fields resultedin lower
output.

“To counter the decline in
production from some of the
matured and marginal fields,
ONGCistaking proactivesteps
by implementing well inter-
ventions and advancing new
well drilling activities,” ONGC
said.
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Permian rivals reach deal to create $50 billion
oil-and-gas behemoth

fe_edbac @ii?en;ih-t'.com

ivals  Diamondback
R Energy and Endeavor

Energy Resources are
merging to create an oil-and-
gas behemoth worth more than
$50 billion, as higher oil prices
and arush to grab prime acre-
age fuel consolidation in the
energy sector.

Diamondback announced
the deal with the closely held
Endeavor on Monday morning.
The Wall Street Journal
reported on Sunday that a
mergerwas likely.

Endeavor, founded by wild-
catter Autry Stephens, haslong
been one of the most prized
businessesinthe consolidating
Permian Basin, the largest U.S.
oil patch that straddles West
Texas and New Mexico.

In striking a deal for
Endeavor, Diamondback
fended off competition from
other parties including Cono-
coPhillips, according to people
familiar with the matter,

Thestock-and-cashdeal val-
ued Endeavor at around $26
billion, and Diamondback
shareholders would own the
majority of the combined com-
pany after it closes. Diamond-

back, based in Midland, Texas,
has a market value of around
$27 billion.

Apairof megadealsby Exxon
Mobil and Chevron late last
year helped prompt a flurry of
dealsinthesector. Itisanother
sign that the U.S. economy is
proving surprisingly resilient
and that formany companies, it
is business as usual even amid
elevated interest rates.

Already, dealvolumesinthe
U.S. are up 78% compared with
ayearearlier, according to Dea-
logic. Pricierdebtand a tighter
regulatory  environment
crimped merger and acquisi-
tion activity in 2023, but many
advisers expecta busier 2024-as
companies put theirextra cash
towork andrates appear poised
to come down.

Diamondback went publicin
2012 and has been one of the
fastest-growing frackers, with

Diamondback will buy rival
Endeavor Energy ina deal
valued at about $26 billion. ar

top-tier status in the Permian,
endowing it with nearly as
much acreage in the basin as
rival ConocoPhillips, and crude
production likely eclipsing

its crude 400,000
production THE WM I STREEI‘JOURNAL barrels per
growing © day

around 50 Endeavo

times in the past decade to
reachmorethan 260,000 bar-
rels of oil per day. It has been
addingtoitsinventory of wells
through acquisitions.

A tie-up with Endeavor
grantsthe combined company

r's Stephens is an 85-year-old
billionaire who has drilled
ageressively in West Texas for
decades. He formed asole pro-
prietorshipand drilled his first
well in 1979 and turned that
proprietorship into Endeavor

Energy Resourcesin 2000.

He has since built it to have
one of the most sought-after
land positions of any oil-and-
gasconglomerate in the world.
Its operations cover roughly
350,000 net acres across the
Midland Basin counties.

Endeavorhas explored sell-
ing itself on and off for years,
attracting interest from the
likes of Shell , Exxon and Pio-
neer Natural Resourcesat vari-
ous times, people familiarwith
the matter have said.

Stephens himselfis known
for his intense work ethic, fru-
galspending and encyclopedic
knowledge of his company’s
deals. He has been known to
worl late, showupto hisoffices
on weekends and walk the
building’s staircases for exer-
cise. He sometimes flies on
commercial flights despite his
estimated fortune of nearly $15
billion.

While many American
frackers have seen oil-well pro-
ductivity decline as they have
drilled through theirbestloca-
tions—a big factor in recent
deals—Endeavor has the larg-
estremaininginventory oftop-
tier oil acreage of any private
Permian company, according
to energy-analytics firm Flow

Partners.

It has also been one of the
most active producers in the
region. The company was
among private operators that
kept drilling through the Cov-
id-19 pandemic and helped U.S.
crude production recover rap-
idlyaftera lull.

Following Exxon's nearly
$60billionall-stock deal tobuy
Pioneer last fall, Chevron
announced a $53 billion all-
stockdeal to purchase Hessthe
same month. Occidental Petro-
leum late last year revealed a
$10.8 billion agreement tobuy
West Texas producer Crown-
Rock. Lastmonth, energy com-
pany APA agreed to buy
smaller peer Callon Petroleum
in a deal valued at about $4.5
billion including debt.

Elsewhere in the energy
space, Southwestern Energy
and Chesapeake Energy agreed
toamergerin January thatcre-
atedone ofthe largest natural-
gas producersinthe U.S.,

Reuters reported in Decem-
ber that Endeavor was again
exploring a sale.

Write to Lauren Thomas at
lauren.thomas@iwsj.com and
Laura Cooper at
laura.cooper@ivsj.com
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‘Rouble payment for Sakhalin 1stake’

The overall pending dividends of Indian
firms amounts to $500-600 mn.  BLooMBERG

(OVL)isin talks with the Russian

government to pay its contribution to
the Sakhalin-1 abandonment fund in
roubles, a company official said on
Monday.

The contribution is a requirement for

I ndian oil company ONGC Videsh Ltd

OVLto take a 20% stake in the project,
which is operated by a new Russian entity.

*Weareat an advance stage of trying to
pursue Rosneft to accept the
abandonmentobligation of OVL for
getting back its 20% share (in the Sakhalin
1 project),” Vinod Hallan, a finance
executive at OVL, told an analysts’ call.

Anabandonment fund is used for
decommissioning activities to ensure that
wells are properly shutin and that the
process would not affect the environment
in future,

OVL, the overseas investment arm of
India’s top explorer Oil and Natural Gas
Corp. and other state-run Indian
companies have not been able to
repatriate their dividends for stakesin
producing Russian energy assets dueto
sanctions.

The overall pending dividends of
Indian companies amounts to around
$500-600 million. REUTERS
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Saudi Arabia cites energy
transition for oil capacity U-turn

Reuters
feedback@livemint.com

S audi Arabia’s U-turn on
itsoil capacity expansion
plans was because of the
energy transition, its energy
ministersaid on Monday, add-
ing that the kingdom has plenty
ofspare capacity tocushion the
oilmarket.

The Saudi government on 30
January ordered state oil com-
pany Aramco to halt its oil
expansion planand target max-
imum sustained production
capacity of 12 million barrels per
day (bpd), 1 millionbpd below a
targetannounced in 2020 and
settobereached in 2027,

“I think we postponed this
investment simply because ...
we're transitioning,” Prince
Abdulaziz bin Salman said at
the IPTC petroleum technol-
ogy conference in Dharan, add-
ing that Aramco has other
investments to make in areas
including oil, gas, petrochemi-
calsand renewables.

Saudi Arabia hassaid itaims
toreach net zero emissions by
2060, with Aramco targeting
netzeroemissions fromitsown
operations by 2050.

Prince Abdulaziz said that
the kingdom had a “huge cush-

Saudi Energy Minister Prince Abdulaziz bin Salman.

ion” ofspare oil capacity in case
of major disruptions to global
supplies caused by conflict or
natural disasters.

Aramco chief executive
Amin Nasser told reporterson
the sidelines of the same con-
ference that the state oil giant
remained ready toraise capac-
ity should it be needed.

“We have adequate spare
capacity of about 3 million bar-
rels,” Nasser said.

“And asacompany - because
thisisadecision forthe govern-
ment-weremain ready when-
everthey wanttoincrease MSC
(maximumsustained capacity);
we arealwaysready toexpand.”

REUTERS

Under cuts agreed by the
Organization of the Petroleum
Exporting Countriesand allies
led by Russia, together known
asOPEC+, Saudi oil production
isabout 3 millionbpd belowits
12 million bpd maximum sus-
tainable capacity, makingitthe
world’s biggest holderofspare
capacity. “We are ready to
tweak upward, downward,
whateverthe market necessity
dictates,” Prince Abdulazizsaidl.

He criticised a decision coor-
dinated by the International
Energy Agency in 2022 to
release oil from emergency
reserves to cool global prices
after Russia’s Ukraine invasion,
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