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CGDentitieslagon
minimum work plan,
saysgasregulator

SUBHAYAN CHAKRABORTY
New Delhi,17March

Only 12 million cooking gas connections
have been extended by city-gas distribution
(CGD) entities so far, which is half of their
total prorated commitments of 22 million
connections, the Petroleum and Natural
Gas Regulatory Board (PNGRB) has said.

In an emailed response to Business
Standard, PNGRB said that this is the
reason for issuing letters to defaulting
entities to complete their minimum work
programme (MWP) commitments and
striving to open up gas infrastructure for
common usage.

“The present progress of CGD entities
is not in keeping with their commitments.
Now, PNGRB is focusing on the rapid devel-
opment of piped natural gas (PNG) connec-
tions, and in this regard, it initiated PNG
drives from January 26 to March 31,” the
regulator said in response to questions
regarding its recent decision not to extend
infrastructure exclusivity to Mahanagar
Gas and Vadodara Gas.

According to existing rules, the MWPs
are mandated by PNGRB and techno-com-
mercial feasibility. Apart from providing a
minimum number of PNG connections,
CGD entities are required to cover all charge
areas through pipelines within their mar-
keting exclusivity periods.

In line with the PNGRB Act and
regulations framed under it, the regulator
takes action if a CGD defaults on its MWP
targets.

“PNGRB is mandated to ensure equi-
table distribution of natural gas across the
country. To fulfil its statutory duty, the reg-
ulatory body has authorised the whole of
India (mainland) for the development of
CGD networks. After the awarding of autho-
risation, the prime function of PNGRB is
to monitor the progress committed by CGD
entities,” the statement added.

Ambitious plans
To ensure the momentum of connections
growth remains high and on-ground infras-
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authorised entities have to provide
by2030, accordingto the ministry's
response in Parliament

1511} Government's
targetof raising India's share of
natural gas, up from current 6%

tructure is laid out quickly, PNGRB has
been strict in enforcing the MWPs, sources
said.

Last year, the ministry informed
Parliament that authorised entities have to
provide 125 million PNG connections by
2030, including in rural and urban areas
based on MWP targets.

Expanding nationwide CGD coverage is
part of the government’s target of raising
India’s share of natural gas in its energy
basket to 15 per cent by 2030, up from the
current 6.8 per cent.

Asaresult, as many as 300 geographical
areas (GAs) covering about 98 per cent of
the population and 88 per cent of the total
GA of the country spread over around 630
districts in 28 states and Union Territories,
including rural areas, have been authorised
by PNGRB by May 31, 2023, data from the
Ministry of Petroleum and Natural Gas
show. This was up from 2.54 million con-
nections across 66 districts in 2013-14.

With the 12th round of CGD bidding
concluding, and letters of intent being
issued on March 4, 2024, CGD licences for
the whole of India, apart from the
Andaman and Nicobar Islands, and
Lakshadweep, have now been issued.



electricity sector. Today, this sector accounts
for a third of India’s carbon-dioxide emission.
Growth demands more electricity, and other parts
of the economy are steadily switching from fossil
fuel to electricity. What will a carbon-free electricity
sector in India look like?
Decarbonisation is a difficult
problem! The fossil-fuel energy
industry and its users have trillions
of rupees in assets and many mil-
lions of workers. All this capital and
labour has normalised a way of life
that induces climate change.
Unimaginable sums of money and
unimaginable inputs of energy are
required to break away from these
ways and build a new world. If
viewed from the central planning

T he path to decarbonisation runs through the
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Climate change:
ogrand challenges

The Indian community needs to develop a shared
consensus on three challenges

how to do energy production or consumption. Such
central planning is not useful for two reasons. India
is vast and complex, and millions of decentralised
optimisations at the level of one person or one firm
have to take place to figure out technologies and
business models. The threat of climate change trig-
gered avast scale of research worldwide, the benefits
of which accrue to India for free.
Researchers worldwide have given
us the bounty where solar panels are
now cheaper than many plastic pan-
els. The flow of research is far from
over. Nobody knows what the tech-
nologies and business models of the
future will be.

Strategic thinking does not
involve determining how solar pan-
els, electric vehicles, or battery tech-
nology will be used. It lies in thinking

lens, obtaining the required change
appears simply impossible, and pol-
icymakers find it hard to imagine an India without
coal, oil, and gas. But once we harness the energy of
millions of firms and individuals, and fix up their
incentives, it is feasible.

A variety of aspirations have been articulated or
agreed upon by the government. We are to get to net
zero in 2070. We are to reduce the emission intensity
of gross domestic product by 45 per cent from 2005
to 2030. Half the installed capacity in electricity is
supposed to become non-fossil fuel. To realise these
aspirations, or to pull back the net zero date to an
earlier date, requires a strategy.

This is not a cue for engineers to jump in and
choose technologies and design business models on

about institutions and incentives
through which the vast forces at play
are channelled into sensible decentralised problem
solving by self-interested actors. Three big challenges
stand out. We do not pretend to have the answers,
but we think these questions are important. We believe
that this quest will lead to the right inquiry and the
right reshaping of institutions and incentives.
Challenge 1 — The Union and the state: The elec-
tricity sector is a complex interlocking arrangement
with prime responsibilities for states and a subsidiary
but important role for the Union. What are the good
methods for both, how can each play its role, how
can each not intrude into the domain of the other?
Lok Sabha elections are not won and lost on elec-
tricity issues, but many state elections are. Many
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states are bedevilled with stolen, free and subsidised
electricity, and have often succumbed into over-
charging commercial users. While there are now
over a dozen distribution companies featuring
private participation, the bulk of the distribution
remains owned and operated by state governments.
The electricity sector imposes inefficiency upon the
state economy with a combination of taxation (high
prices for some) and subsidies (losses at state pub-
lic-sector undertakings and on-Budget transfers by
state governments). In some states, the fiscal
problems associated with electricity have become
material for the medium-term fiscal strategy (e.g.
Tamil Nadu, https://xkdr.org/paper/the-electricity-
chokepoint-in-tamil-nadu-public-finance).

Challenge 2 — India and the world: Climate-
change issues will increasingly interact with inter-
national relations. Indian success in financing its
transition to net-zero is essential in the global battle
against climate change. People the world over are
roused and hawkish on stopping climate change,
which is a problem for India as we have overtaken
the European Union as the third-biggest emitter in
the world. India can achieve a leadership position
by proposing concrete, implementable solutions in
the field of climate financing, including by taking
advantage of the frameworks available under the
Paris Agreement and through bilateral arrangement.

Challenge 3 — The state and the market: The
problem of climate change will not be solved by the
state designing solutions and giving orders to the
people. It will be solved by the people doing things
on their own while the state addresses the core mar-
ket failures of the field, e.g. the negative externality
of emitting carbon dioxide. The puzzle lies in finding
the correct balance. The market failures of this field
generate the rationale for the minimal use of the
coercive power of the state. And once this is done,
there is the incentive compatibility of millions of
self-interested people discovering what is best for
them. At present, the bulk of the resource allocation
decisions in the electricity sector are made by officials,
who periodically give out sterile contracts (e.g. long-
term power-purchase agreements) to private persons
to do well-defined tasks. Such an approach does not
harness the creativity, risk-taking, innovation and
energy of private persons. The zone of private persons
imagining and taking risks is limited to the short-
term transactions, which make up only 12 per cent of
the electricity market.

Climate change is too important to be left to
climate experts. It is a grand problem that cuts
across all fields and impinges on the lives of every-
one. Many minds are needed in a process of debate,
criticism, and invention, to develop a sophisticated
consensus on the three challenges. Each of them
requires a distinct expertise. And then, interdisci-
plinary work is required and in it two tests are
applied. Are the ideas employed on each of the
three challenges consistent with the other two?
When the overall strategy is considered in full, how
quickly will it be able to mobilise vast resources
and vast energies in getting to net zero?

Shah is a researcher at the XKDR Forum and
Jaitly is a strategy and policy advisor
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Competition status quo to
stay amid PNGRB notice

AMRITHA PILLAY & SUBHAYAN CHAKRABORTY
Mumbai/New Delhi, 17 March

the industry earlier this month with

an expiry notice of infrastructure
exclusivity for some city gas markets.
Although an unexpected move, industry
experts and executives do not expect it to
upset the current competition status quo.

On March 4, the Petroleum and
Natural Gas Regulatory Board (PNGRB)
issued a public notice stating that the
infrastructure exclusivity granted to geo-
graphical areas (GA) in Mumbai and
Greater Mumbai has expired.

The end of the period for the stated
exclusivity was mentioned as April 2021.

“Marketing exclusivity for city-gas dis-
tribution (CGD) was already under litiga-
tion. However, the March notice has
brought out the issue of infrastructure
exclusivity for the first time,” said Piyush
Joshi, partner with Clarus Law Associates,
who is representing some of the CGD
companies in other litigation against
PNGRB. He added, “Given that PNGRB
doesnot have alegal member on its board
and its earlier notified com-
mon carrier-related regula-
tions are under litigation, the
notice is surprising.”

PNGRB, in an

I ndia’s natural gas regulator surprised

email

response, did not clarify the
legal member aspect.
However, they stated,

“Infrastructure exclusivity for
a few GA has expired.
However, entities have not
applied for further extension
to PNGRB. Accordingly, the
notice dated March 4, 2024, has been
issued toinform that infrastructure exclu-
sivity for such GA has expired. However,
if such entities applied for an extension,
PNGRB may consider in keeping with
PNGRB Actand regulations”.

An email query sent to Mahanagar
Gas (MGL) on Thursday remained unan-
swered.

The notice, among other develop-

The regulator
recently stated that
the infrastructure
exclusivity granted
to geographical

areas in Mumbai
and Greater
Mumbai has
expired

WHAT EXCLUSIVITY MEANS

. ® Marketing exclusivity: Exclusivity from

the purview of a common carrier or
contract carrier

m Common carrier capacity: The extra

capacity in a (GD network over and
above the authorised entity's own
requirements and the capacity
allocated on a firm contract basis

m |nfrastructure exclusivity: No third

party can lay, build, operate, or
expand any infrastructure for the
supply of natural gas to consumers

Source: PNGRB

ments, also took a toll on MGL’s stock
prices, which closed at around 1,264.55
per share on Friday.

Analysts with Nuvamain a report ear-
lier this month termed the decline in stock
prices as a “knee-jerk” reaction and
added, “The PNGRB stated MGL's
Mumbai monopoly ended in April 2021;
this, we argue, can extend by
10-plus years, given prece-
dents. Critically, entrants
cannot market at stations
Mahanagar already dispens-
es at, minimising competi-
tion. And nothing can move
forward until pending court
cases are resolved”.

Executives and analysts
in the industry agree on the
minimised competition
view.

“Technically, third-party marketing
has been open for most CGD markets for
many years now, but there is nothing to
show as competition for any of these cir-
cles. Two main hindrances for new
entrants notopting for itare that this mar-
ket exclusivity is under litigation and sec-
ond, there is unease around the possibility
of non-trade barriers,” said Prashant
Vasisht, senior vice-president and co-

group head, corporate ratings at ICRA.

Indore, Mumbai, Delhi, and
Ahmedabad are where marketing exclu-
sivity ended many years ago.

“CGD companies are conscious not to
aggressively push for clients in another
incumbent’s market, for fear of being met
with the same in their circles,” said an
executive from a CGD company.

Joshi from the law firm also highlight-
ed there is a push from the new entrants
in the gas trading space instead.

“The gas sector has over the past few
years seen the emergence of traders who
wish to be asset-light. This will jeopardise
infrastructure creation and give higher
importance to volumes traded,” he said.

Vasisht from ICRA expects more liti-
gation around infrastructure exclusivity,
given there is already one underway about
common carriage. He said, “We do notsee
any change in the status quo of competi-
tion, until and unless there is a clear and
strong stand from either the judiciary or
PNGRB. Current circumstances make it
economically unviable for new entrants
o procure new customers, without access
to the existing compressed natural gas
infrastructure, which lies with incum-
bents besides which cost-competitive gas
is a scarce resource in the country.”
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GOVT MOPUP TOPS FY24's REVISED ESTIMATES

CPSE Dividend Payout
at Record 761,149 cr

Banikinkar.Pattanayak HANDSOME GAINS  Dividend
@timesgroup.com Fy22 in,zer
*As of

New Delhi: The government'’s di-
vidend mopup from non-financial
central public sector enterprises
(CPSEs) and entities in which it
holds minority stakes has touched
a record 761,149 crore, 22% higher _ —
than the revised estimate for 2023- ?::ﬁ. rf;:'-,‘:ﬁ':;:f hr?;nn.f,,'::m;f 'sf;i? 2nd
24, with almost a fortnight to go

g e MARCH INFLOWS
this fiscal, according to the latest Dividend by key CPSES, z cr

finance ministry data. -
Dividend receipts in the first half PowerGrid _ Py EE)
of March alone totalled nearly Coal India  pAiLk]

10,000 crore. Therevised estimate  [NTPC 1,115 |

in the interim budget last month

: P : HAL 1,054 | =
estimated the dividend collection =
for 2023-24 at 250,000 crore, higher ~ |NMDC 1,024 | =
than initial target of 243,000 crore. NHPC g
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“The dividend collection has sur-
passed all expectations this fiscal.
CPSEs across sectors have been
performing well, and the strong di-
vidend flow is the clearest sign of
that,” said an official, who did not
wish to be identified. “Also, global
crude oil prices didn’t quite surge
as was feared after the Israel-Ha-
mas war in October last vear. So,
the profitability of oil companies
didn’t quite take a beating, which
augurs well for dividend flow. Po-
wer sector companies, too, have be-
endoing well.”

Higher dividend would offset any
potential shortfall in the govern-
ment’s miscellaneous receipts,
which include disinvestment and
monetisation, from the revised esti-
mate of Rs30,000 crore for this fiscal.

This month, the go
vernment has received
dividends of Rs2,149cro-
re from Power Grid Cor-
poration of India, Rs
2,043 crore from Coal In-
dia, Rs 1,115 crore from
NTPC, Rs 1,054 crore
from Hindustan Aero-
nautics, Rs 1,024 crore
from NMDC, Rs 948 from
NHPC, Rs 647 crore from
Power Finance Corpora-
tion, Rs 188 crore from
National Aluminium
Company and Rs 67 cro-
re from Cochin Shipy-
ard, according to the offi-
cialdata.

The total receipts by

the Department of Investment and
Public Asset Management (DI-
PAM), which comprise disinvest-
ment and dividend collection, have
touched Rs 75,886 crore. The disin-
vestment revenue so far this fiscal
stands at Rs 14,737 crore.

The DIPAM’s dividend receipts
had hit a record Rs 59,533 crore last
fiscal, driven significantly by the
payment of about Rs 9,000 crore by
Hindustan Zinc Ltd (HZL) for the
government’s 29.54% holding in
theminer,

The CPSE dividend flow has been
fairly broad-based this fiscal, even
though HZL's payout hasn'tbeen as
generous, said officials.

The DIPAM had issued an adviso-
ry on a consistent dividend policy
in 2020, which has also served to
nudge CPSEs not to hold back on
such payouts for no reason.
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Fuel prices costliest in Andhra &
Kerala, MP & Bihar close hehind

Three state-owned fuel retailers - Indian Oil Corp, Bharat Petroleum
& Hindustan Petroleum - last week cut fuel prices by Rs 2 a litre each

OUR CORRESPONDENT

NEW DELHI: Petrol and die-
sel prices are the costliestin the
country in Andhra Pradesh,
Telangana and Kerala while it
is cheapest in smaller states and
U'Ts like Andaman & Nicobar
Islands, Delhi and those in the
North East, mainly due to dif-
ferential in local sales tax or
VAT rates, oil industry data
showed.

The three state-owned fuel
retailers - Indian Qil Corpora-
tion (IOC), Bharat Petroleum
Corporation Ltd (BPCL) and
Hindustan Petroleum Corpo-
ration Ltd (HPCL) - last week
cut petrol and diesel prices
by Rs 2 a litre each, ending a
nearly two-year hiatus in price
revision.

That reduction brought
relief to fuel users but rates
continue to be above Rs 100 a
litre mark in some states due to
higher Value Added Tax (VAT).

Y S Jagan Mohan Reddy’s
YSRCP-ruled Andhra Pradesh
has the costliest petrol at Rs
109.87 a litre, followed by Left
Democratic Front (LDF)-ruled
Kerala, where a litre of petrol
comes for Rs 107.54. Congress-
run Telangana is close behind
with petrol costing Rs 107.39
a litre.

BJP-ruled states are not far

Petrol is the cheapest in Andaman &
Nicobar Island where it comes for Rs 82

a litre, followed by Silvassa and Daman
where it comes for Rs 92.38-92.49 a litre.

behind - petrol costs Rs 106.45
a litre in Bhopal, Rs 105.16 in
Patna (BJP in coalition with
JD-U), Rs 104.86 in Jaipur and
Rs 104.19 in Mumbai.

Mamata Banerjee’s TMC-
ruled West Bengal has petrol
priced at Rs 103.93 a litre. Other
states with over Rs 100-a-litre
petrol are Odisha (Rs 101.04
a litre in Bhubaneswar), Tamil
Nadu (Rs 100.73 in Chennai),
and Chattisgarh (Rs 100.37 in
Raipur), industry pricing data
showed.

Petrol is the cheapest in
Andaman & Nicobar Island

where it comes for Rs 82 a
litre, followed by Silvassa and
Daman where it comes for
Rs 92.38-92.49 a litre. Other
smaller states too have local
VAT, leading to cheaper petrol
- Delhi (Rs 94.76 a litre), Panaji
(Rs 95.19), Aizawl (Rs 93.68),
and Guwahati (Rs 96.12). Most
North Eastern states are among
the lower-end of the petrol
price band.

Diesel prices have almost a
similar story with Amaravati
in Andhra Pradesh selling the
fuel at Rs 97.6 a litre, followed
by Rs 96.41 a litre in Kerala’s

capital Thiruvananthapuram,
Rs 95.63 in Hyderabad and Rs
93.31 in Raipur.

The fuelisin the Rs 92-93 a
litre range in BJP-ruled sales of
Maharashtra, Chhattisgarh and
Bihar. It is also in that range in
Odisha and Jharkhand.

Diesel is the cheapest in
Andaman & Nicobar Island
where it comes for about Rs 78
a litre. Delhi - which has the
lowest VAT among metro cities
- has diesel priced at Rs 87.66
a litre, while in Goa it costs Rs
87.76 per litre.

Commenting on the price
cut, Goldman Sachs said the
net marketing margin of the
three oil marketing companies
will decline to Rs 08-09 a litre
from Rs 1.7-2.7 a litre.

Morgan Stanley said
the price cut “should finally
remove a key overhang for fuel
retailers”

“The Rs 2 per liter price cut
(our estimate was for Rs 2-3 a
litre) brings India’s fuel basket
to $85 per barrel Brent crude
(i.e. breakeven fuel market-
ing profitability at this crude
price). However, the implied
integrated fuel margins for
retailers will average 30 per
cent above mid-cycle consid-
ering the strength in refinery
margins,” it said.

JP Morgan said the effect of

the reduction is equivalent to
about a $3.5 a barrel increase
in crude oil prices. “Although
small on headline, a Rs 2 per
liter cut will reduce oil mar-
keting companies revenue /
EBITDA by about Rs 30,000
crore annualized”

A retail price cut, it said, was
expected as the three compa-
nies had become highly profit-
able in the last three quarters,
and ahead of general elections
due ina few weeks.

“That prices have been cut
one-time, and without any sig-
nal that pricing goes back to
being crude linked (with peri-
odical revisions) can be seen as
a negative for these businesses,
in our view. Yet, the price cut
is relatively modest and seems
unlikely to be followed by more
(at least near term) - crystalliz-
ing the risk for these compa-
nies” Emkay Global Financial
Services said the price cut
translates to a reduction of Rs
1.6-1.7 a litre in gross market-
ing margins.

“In our view, this cut will be
effective for next 2-2.5 months
and once national elections
are over, we would return to
a normalized margin scenario.
Deepening deregulation with
resumption of daily pricing
should likely pass any $5-10 a
barrel movement in oil prices.”



HIGH

AND DRY

India's high demand for
oil and low domestic
output are increasingthe
dependence onimports.
The 'supportive'
upstream policy, if
backed by lower taxes,
could turn things around

S DINAKAR
Amritsar, 17 March

supercharged economy, growing

at 8 per cent, is fuelling India’s

thirst for more oil, but domestic

production has been declining.
That leaves 2 $200 billion fuel import market
open for suppliers such as Russia, Saudi
Arabia, and Iraq, and global traders Vitol, BP,
and Trafigura.

Industry officials say there just isn’t
enough on the table for state-run behemoth
ONGC or private companies to make large
investments in field development. Foreign
oil companies, which possess advanced dril-
ling technologies, prefer to drill in countries
such as Guyana and Brazil, which offer high
prospectivity.

During the last decade, India’s depend-
ence on foreign oil has climbed by around 10
percentage points to 88 per cent. Very soon,
analysts say, of every 10 barrels consumed
by India, nine will flow from West Asian
countries, a region not immune to turmoil,
and Russia, which remains engaged in awar.

High demand, low exploration
Paris-based International Energy Agency
expects India to be the single largest source
of global oil demand growth from 2023 to
2030, larger than China. During this seven-
year period, says the IEA in its latest report
released last month, Indian oil products con-
sumption will surge by almost 1.2 million
bpd, accounting for more than a third of the
increase in global demand.

But domestic crude oil output, which has
slumped by more than 30 per cent from a
peak of close to 800,000 bpd in 2011 to
587,000 bpd in the period between April 2023
and January this year, is expected to fall
further to 540,000 bpd by 2030, according to
the TEA. That is a conservative estimate —
barring ONGC’s east coast discovery, there
are no major finds. Also, large discoveries typi-
cally take six to 10 years for development.

International oil companies have
shunned India’s upstream sector partly due
to the country’s fiscal terms. Annual explo-
ration spending in India fell toaround $1 bil-
lion last year from a high of $3 billion in 2010,
when Reliance Industries was developing a
huge discovery in the Krishna Godavari
basin, the IEA said. Foreign investment in
the entire oil and gas sector was a measly
$108 million last financial year — just 0.2 per
cent of the total foreign direct investment of
$71 billion flowing into the country — and
has remained at these levels since the pan-
demic, the oil ministry says.

Pallavi Jain, the new head of the country's
upstream regulator, Directorate General of
Hydrocarbons, told Business Standard at the
India Energy Week in Goa last month thatshe
was notunduly concerned over the lack of par-
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ticipation from foreign oil companies.
Aatmanirbharta, or self-reliance, she said,
envisaged participation from domestic drillers.

According to the TEA, “The Indian explo-
ration and production sector boasts a sup-
portive policy regime, low surface risk, and
high data availability.”

However, the supportive policy is not
translating into participation, if the eighth
drilling round was an indication. Awards
under India’s eighth open acreage licensing
policy (OALP) drilling round, launched in
July 2022, were delayed, with ONGC even-
tually bagging most of the 10 areas in
January. Bid submissions for the 28 blocks
offered in the ninth round have been delayed
by around 75 days to May 15. The ninth and
10th rounds offer more than 1 million square
kilometres of acreage in locations previously
barred for national security reasons, accord-
ing to Jain.

The non-negotiables

The absence of international companies
could be due to lacklustre discoveries since
the turn of the century, the IEA said. Over
the last 23 years, 2 billion barrels of commer-
cial liquid resources have been discovered in
India, with close to half associated with
Cairn’s onshore Rajasthan RJ-ON-90/1 proj-
ect. By comparison, Angola, Norway, and
Guyana have all seen around 10 billion bar-
rels of il resources discovered over the same
period, while explorers in Brazil have found
amassive 40 billion barrels.

Past disputes with foreign explorers such
as Cairn Energy over retrospective taxes have
also upset foreign drillers, said an official
from one of the world's top oil companies,
pointing out that policy certainty and stable
fiscal regime were non-negotiable.

‘Waning investor interest leaves India very
few choices, the most attractive of them
being to focus on enhancing production from
the existing areas held by ONGC and private
sector Vedanta.

India’s oil production is concentrated in
mature, declining areas, or in pre-NELP
blocks, with the Mumbai offshore basin
accounting for 60 per cent of its output and
the onshore Rajasthan basin nearly 20 per
cent, the IEA said. (NELP is short for New
Licensing and Exploration Policy.) But,
industry officials at the India Energy Week
said these areas required billions of dollars
in investments, advanced technologies, and

alonger licence duration for revival.

Though India has an attractive fiscal
regime for areas offered under NELP and
HELP (Hydrocarbon Exploration and
Licensing Policy), foregoing a cess on crude
and adopting lower royalty rates, the most
prolific, older areas carry much higher taxes.
After adding the special additional excise
duty on crude oil output, the government’s
share of most of India’s production, industry
officials say, comes to around 69 per cent of
revenues, leaving a net of 7 per cent for devel-
opers after accounting for production costs.
The government’s share drops Lo 55 per cent
and the explorer’s net share rises to 21 per
cent in blocks offered after the introduction
of NELP and HELP.

The government increased the windfall
tax on crude oil by 3300 to 4,900 rupees
($60) a tonne (or, $8.1 a barrel) from March
15, adjusted every fortnight where the tax
kicks in when global crude oil prices cross
$75a barrel. An industry official said windfall
tax was more understandable in 2022, when
crude oil was above $120 a barrel.

“India would need to make its exploration
and production economics drastically more
attractive to lure western supermajors,” says
Narendra Taneja, a Delhi-based oil expert.

An 18 per cent GST (goods and services
tax) on exploration makes it more onerous;
companies cannot adjust it because oil and
gasis outside the GST, says Prashant Vasisht,
senior Vice President and Co-Group Head-
Corporate Ratings, at rating agency ICRA, a
Moody’s affiliate. But the cess and windfall
taxes on crude and fuels have helped the gov-
ernment manage the deficit better. India
budgeted receipts 0fX18,500 crore in the cur-
rent financial year (2023-24) and 19,400
crore next year from a cess on crude oil.
Revenues accruing from Special Additional
Excise Duties were budgeted at 145,000
crore this year and 152,080 crore next.

Put together, that is sufficient to fund a
major portion of the food subsidy. Moreover,
taxes on fossil fuels have helped bolster the
country’s argument at international forums
that it planned to curtail their consumption,
in the interest of the environment.

“If thewindfall tax was used to offset extra
spending elsewhere, in volatile circum-
stances like in 2022, it should be lifted as soon
as the market normalises,” says Singapore-
based oil expert Vandana Hari, founder of

Vanda Insights.
]
— —
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Kerosene consumption declines
26% CAGR during FY14-23: Govl

Petrol and pet coke have witnessed a growth of

5.3

2% and 28.68%, respectively, over the last year

OUR CORRESPONDENT

NEW DELHI: Kerosene con-
sumption in the country has
declined sharply by 26 per cent
CAGR between 2013-14 and
2022-23, mainly due to gov-
ernment policies to promote
clean energy.

The latest ‘Energy Statis-
tics India 2024 of the National
Statistical Office (NSO) stated,
“The impact of energy policies
of recent time is evident on the
consumption of kerosene as a
fuel in the country”.

The data showed that the
consumption of kerosene has
seen a steady decreasing trend
with a compounded annual
growth rate (CAGR) of (-)
25.78 per cent from 2013-14
to 2022-23.

The report stated thatamong
all the petroleum products the
HSD (diesel), which has the
highest share of consumption
(38.52 per cent) during 2022-23,
experienced a positive growth of
12.05 per cent over the last year.

Petrol and pet coke have wit-
nessed a growth of 13.38 per
cent and 28.68 per cent, respec-
tively, over the last year.

HSD (diesel) has also regis-
tered a 12.05 per cent growth to
85.90 MTs during 2022-23(P)
compared to 76.66 MTs during
2021-22. Thereport stated that
the consumption of natural gas
has experienced a fluctuation
over time.

During 2022-23, the con-

HSD (diesel) has
also registered a
12.05 per cent
growth to 85.90
MTs during 2022-
23(P) compared to
76.66 MTs during
2021-22

sumption against energy pur-
pose has experienced a negative
growth of -7.7 per cent (from
39,414 BCM during 2021-22
to 36,383 BCM during 2022-23,
according to the data. The non-
energy purpose, the report said,
experienced a meagre growth of
1.1 per cent (from 22,077 BCM
during 2021-22 t0 22,319 BCM
during 2022-23).

It noted that the maximum
use of natural gas is in the fertil-
isers industry (32.35 per cent),
followed by city or local natu-
ral gas distribution network,
including road transport (20.06
per cent).

Industry-wise off-take of
natural gas shows that, out of
the total consumption (Avail-
ability Basis (Net Production

Highlights

» Among all petroleum
products the HSD
(diesel) experienced
a positive growth of
12.05% over last year

» HSD (diesel) has also
registered a 12.05%
growth to 85.90 MTs
during 2022-23(P)
compared to 76.66 MTs
during 2021-22

» The consumption
of natural gas has
experienced o
fluctuation over time

+ LNG Imports)), while 62 per
cent of natural gas has been
used for energy purposes, 38
per centis used for non-energy
purposes, it added. The esti-
mated electricity consumption
increased from 8,24,301 GWh
during 2012-13 to 12,96,300
GWh during 2021-22, showing
a CAGR of 5.16 per cent.

Out of the total consump-
tion of electricity in 2021-22),
the industry sector accounted
for the largest share (41.16 per
cent), followed by domestic
(25.77 per cent), agriculture
(17.67 per cent) and commer-
cial sectors (8.29 per cent).

The Domestic sector has
experienced the highest CAGR
of 6.87 between FY2012-13 to
FY2021-22.
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Petrol costliest in Andhra

Pradesh & Kerala; BJP-ruled
MP and Bihar close behmd

PT1/ New Delhi

Petrol and diesel prices are the
costliest in the country in Andhra
Pradesh, Telangana and Kerala
while it is cheapest in smaller
states and UTs like Andaman &
Nicobar Islands, Delhi and those
in the North East, mainly due to
differential in local sales tax or

VAT rates, oil industry data
showed.

The three state-owned fuel re-
tailers - Indian Oil Corporation
(10C), Bharat Petroleum Corpora-
tion Lid (BPCL) and Hindustan
Petroleum Corporation [Ltd
(HPCL) - last week cut petrol and
diesel prices by Rs 2 a litre each,
ending a nearly two-year hiatus in
price revision.

That reduction brought relief
to fuel users but rates continue to
be above Rs 100 a litre mark in
some states due to higher Value
Added Tax (VAT).

Y S Jagan Mohan Reddy's YSR-
CP-ruled Andhra Pradesh has the
costliest petrol at Rs 109.87 a litre,
followed by Left Democratic
Front (LDF)ruled Kerala, where
a litre of petrol comes for Rs

l
\

i

diesel

107.54. Congress-run Telangana is
close behind with petrol costing
Rs 10739 a litre.
BJP-ruled states are not far be-
hind - petrol costs Rs 106.45 a litre
in Bhopal, Rs 105.16 in Patna (BJP
in coalition with JD-U), Rs 104.86
in Jaipur and Rs 10419 in Mum-
bal. Mamata Banerjees TMC-
ruled West Bengal has petrol
priced at Rs 108.93 a litre. Other
states with over Rs 100-a-litre
petrol are Odisha (Rs 10104 a litre
in Bhubaneswar), Tamil Nadu
(Rs 100.73 in Chennai), and Chat-
tisgarh (Rs 100.37 in Raipur), in-
dustry pricing data showed,
Petrol is the cheapest in An-
daman & Nicobar Island where it
comes for Rs 82 a litre, followed by
Silvassa and Daman where it
comes for Rs 92389249 a litre.
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PETROL COSTLIEST
IN ANDHRA, KERALA
& TELANGANA

PETROL AMD DIESEL
prices are the costliest
in the country in
Andhra Pradesh,
Telangana and Kerala, while it is
cheapest in smaller states and
UTs like Andaman & Nicobar
Islands, Delhi and those in the
Morth East, mainly due to
differential in local sales tax or
VAT rates, oil industry data
showed. The three state-owned
fuel retailers — 1OC, BPCLand
HPCL — last week cut petrol and
diesel prices by 22 a litre each
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Reliance on oil imports up in Apr-Feb

SUKALP SHARMA
Mew Delthi, March 17

GROWING DEMAND FORfuel
and other petroleum products
amid stagnant domestic crude
oll output resulted in India’s
reliance on imported crude
increasing to nearly 88% in
April-February,indicating that
oilimport dependency for the
full financial year 2023-24
(FY24) could breach the all-
time-high FY23 levels.

As perlatest data released
bytheoil ministry’s Petroleum
Planning & Analysis Cell
(PPAC), the country’s oil import
dependency was 87.7% in the
11 months to February, up
from 87.2% in the corre-
sponding period FY 23,

For full FY23, reliance on
imported oil was 87.4%.
According to industry insiders,
like in the last financial year,
import dependency incrude oil
for the entire FY24 could be a
tad higher than the April-Feb-
ruary level GivenIndia's rapidly
growing energy demand,
reliance onoilimportshasbeen
rising continuously over the
past fewyears, except for FY21,
when demand was suppressed
due to the Covid-19 pandemic.
Reliance on imported crude to
meet domestic demand stood
at 85.5% in FY22, 84.4% in
FY21,85%inFY20,and83.8%
in FY19.

The government wants to
reduce India’s extreme
reliance onimported crude oil

FINANCIAL EXPRESS on. 18 March 2024

weantoien https://epaper.financialexpress.com/c/74758664

but sluggish domestic oil out-
put in the face of incessantly
growing demand for petro-
leum products has been the
biggestroadblock.In 2015, the
governmenthad setatargetto
reduce reliance on oil imports
to 67% by 2022 from 77% in
FY14,but the dependency has
only grown since. Heavy

reliance on imported crude oil
makes the Indian economy
vulnerable to global oil price
volatility, apart from having a
bearing on the country’s for-
eign trade deficit, foreign
exchange reserves, rupee’s
exchange rate, and inflation.
Cuttingcostly oil imports is
alsoa ftundamental objective of
the government's push forelec-
tricmobility, biofuels,and other
alternative fuels for transporta-
tionaswell asindustries.
Overthe past few years, the
government has also intensi-
tied efforts to raise domestic
crude oil output by making
exploration and production
contracts more lucrative and
opening vast acreages for
hydrocarbon exploration.

&
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INDIA’'SOIL IMPORT DEPENDENCY WAS 87.7% IN THE 11 MONTHS TO FEBRUARY

Reliance on oil imports up in Apr-Feb,
may hit fresh full-year high in FY24

SUKALPSHARMA
NEW DELHI, MARCH7

GROWING DEMAND for fuel
and other petroleum products
amid stagnant domestic crude
oiloutput resulted inIndia's re-
liance on imported crude in-
creasing to nearly 88 per centin
April-February, indicating that
oil import dependency for the
full financial year 2023-24
{FY24) could breach the all-
time-high FY23 levels.

As perlatest data released by
the oil ministry's Petroleum
Planning & Analysis Cell (PPAC),
the country's cilimport depend-
encywas 87,7 percent inthe 11
months to February, up from
87.2 per cent in the correspon-
ding period FY23.

For full FY23, reliance on im-
ported oil was 87.4 per cent.
According to industry insiders,
like in the lastfinancial year, im-
portdependencyin crude oil for
the entire F¥24 could be a tad
higher than the April-February
level

Given India's rapidly grow-
ing energy demand, relianceon
oilimports has beenrisingcon-
tinuously over the past few
years, except for FY21, whende-
mand was suppressed due to
the COVID-19 pandemic.
Reliance onimported crude to
meet domesticdemand stood at
85.5 per cent in FY22, 844 per

Total production of petroleum products from domestic crude
oilwas 261 million tonnes in April-February. Fie

RISING OIL IMPORT DEPENDENCY (%)

MpeMar D 19 (1Y)

Apr-Feb 2022-23 —' 872
AprFb202324 N
Source: PPAC

ﬁprﬂéi"ﬁtiﬁﬁﬁ’{ﬁﬁ'ﬁ)_'_ﬁ" =
Apr-Mar 2020-21 (FY21) ‘_’ 2 844
Apr-Mar 2021-22(FY22) '_'3'5'.'5'
Apr- Mar2022-23 (FY23) f— 874

centinFY21,85 per centin FY20,
and 83.8 per centin FY19.

The govermnment wants tore-
duce India’s eireme reliance on
imported crude oil but slugzish

domestic oil output in the face
ofincessantly growing demand
for petroleum products has
been the biggest roadblock. In
2015, the govemment had seta

target to reduce reliance on oil
imports to 67 per cent by 2022
from 77 per centin FY 14, but the
dependency has only grown
since; Heavy reliance on im-
ported crude oil makes the
Indian economy vulnerable to
global oil price volatility, apart
from having a bearing on the
country's foreign trade deficit,
foreign exchange reserves, ru-
pee's exchange rate, and infla-
tion.

Cutting costly oil imports is
also a fundamental objectiveof
the govemment's push for elec-
tricmobility, biofuels, and other
alternative fuels for trans porta-
tion as well as industries. Over
the past few years, the govern-
ment has alsointensified efforts
to raise domestic crude oil out-
put by making exploration and
production contracts more lue-
crative and opening wvast
acreages for hydrocarbonexplo-
ration. While there has been a
pick-up in electric mobility
adoptionand blending of biofu-
els with conventional fuels, itis
not enough to offset petroleum
demand growth.

The calculationof the extent
of import reliance is based on
the domestic consumption of
petroleum products and ex-
cludes petroleumn product ex-
ports as those volumes do not
represent India’sdemand.

With arefining capacity of a
little over 250 million tonnes per

annum, India—the world's
third-largest consumer of crude
oil and also one of its top im-
porters—is anet exporter of pe-
troleum products.

India‘'s domestic consump-
tion of petroleum products in
April-February rose over 5 per
cent year-on-year to 212.2 mil-
lion tonnes, underscoring robust
demand, particulary for trans-
portation fuels petrol and die sel.
However, domestic crude oil
production for the year was
nearly flatat26.9 million tonnes,
Crude oil imports in the first 11
months of FY24 rose 04 per cent
year-on-year to 212.6 million
tonnes, Additionally, petroleum
product imports increased to
43.8 million tonnes from 40.2
million tonnes a year ago.
Petroleum product exports in
April-Februaryrose 4.2 per cent
t0 573 million tonnes.

Total production of petro-
leum products from domestic
crude oil was 26.1 million
tonnes in April-February, which
means thatthe extent of India's
self-suffidency incrude oil was
just 12.3 per cent, down from
12.8 per cent in the correspon-
ding period of the last financial
year.

In FY23, consumption of pe-
troleum products sourced from
indigenous crude oil was 25.8
million tonnes, while total do-
mestic consumption was 201.8
million tonnes.
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SC::PE '™
Taking its Green Skilling endeav-
our to the next mile, the Stand-
ing Conference of Public Enter-
prises (SCOPE) in association
with GIZ, Germany successfully
organised a Workshop on “De-
carbonisation of India's Public
Sector Enterprises and the Role
of Green Hydrogen' at SCOPE
Complex in New Delhi.
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US-Venezuela
tensions may
spoil crude
import plans

S DINAKAR
Chennai, T7March

Indian imports of cheap
Venezuelan oil, the country’s
fifth-biggest crude supplier in
2019, may face disruptions
from April as the US and the
South American country are
embroiled in a dispute over
renewing a six-month per-
mission for crude exports.

Uncertainty over
Venezuelan supplies for
Indian refiners comes amid
reduced discounted Russian
flows also targeted by the US,
and the Indian government’s
move to slash diesel and
petrol prices by ¥2/litre. Brent
crossed $85 per barrel for the
first time since November on
Thursday.

According to analysts, all
these factors may hurt the
finances of the state-run oil
marketing companies.

0Oil marketing companies
(OMC) are project-
ed to achieve a
gross marketing
margin of ¥5/litre N E
on petrol and
X1/litre on diesel,
which after
deducting marketing costs of
2/litre works out to a 1/litre
loss on diesel sales,
Swarnendu Bhushan, co-
head of research Prabhudas
Lilladher, said, adding that
Brent will continue to trade
in the $80/bbl range as OPEC
manages output.

The value of Venezuelan
oil for Indian refiners is
reflected in the delivered
average prices of $61/bbl in
January, $26/bbl cheaper
than Saudi oil and $18/bbl
lower than Russian crude,
according to Indian customs
data. Estimated discounts to
ICE Brent on Venezuelan
heavy grades have narrowed
to between $5/bbl and $14/bbl
versus $20/bbl before sanc-
tions were lifted, the UK-
based agency  Energy
Intelligence reported.

Discounts on the Urals are
in the $3/bbl range, an Indian
refining official said.

In recent weeks,
Venezuelan President Nicolas
Maduro’s government has
arrested opposition cam-
paign officials and stifled civil
society organisations while
preventing opposition lead-
ers from contesting polls. Tn
January this year, the US
threatened to reinstate sanc-
tions on Venezuela’s oil sector
after the country’s Supreme
Court upheld the disqualifi-
cation of an opposition pres-
idential hopeful. The easing
of sanctions, put in place by
the previous Trump admin-
istration in 2019, came with
conditions of conducting free
and fair polls. Targeting
opposition leaders lends
uncertainty to a proposed
renewal by Washington.

India was an active buyer
of Venezuelan crude, which
accounted for nearly 12 per

FAIR DEAL

ANALYSIS

centof the country’s supplies
in 2015, before US sanctions
were imposed in late 2020.
Volumes reached a record
481,000 barrels per day (bpd)
in November 2014, with
Venezuela becoming India’s
fifth biggest crude supplierin
2019 having a7 per cent share
of the Indian market.
Delivered rates of Venezuelan
oil into India averaged as low
as $48/bbl in FY20, the
cheapest among all crudes.

Supplies of Venezuelan oil
reached a high of 185,000 bpd
this month until the 15th -
higher than average ship-
ments in 2020, according to
ship tracking data from Paris-
based market intelligence
agency Kpler.

Venezuela's heavy, sour
Merey crude is mainly
shipped to Reliance
Industries, which accounted
for all of India’s Venezuelan
purchases in March, Kpler

data show. Indian

refiners expected

cheap Venezuelan
l oil to provide an
alternative to
Russian Urals, two
Mumbai-based
refining officials said. Merey,
a heavy, high sulphur grade
sought by Indian refiners, is
tough to process but the state-
run refiners led by Indian Oil
have upgraded their facilities
to profitably process such
grades.

OMCs made a gross mar-
keting margin of %7.8/litre on
petrol and %5.3/litre on diesel
during the fortnight ended
14th March 2024 (prior to
cuts), the brokerage said.

But expansion in global
refining capacity led by 2.5
million bpd capacity added
in China last year will weigh
on margins later this year,
Bhushan said.

He was more sanguine
about near-term refining
margins because drone
attacks on Russian refineries
have eliminated some prod-
ucts from the market.

Mumbai-based  rating
agency ICRA said that OMCs
may achieve breakeven on
marketing margins on diesel,
and petrol will be in positive
territory.

Prior to the cuts, the mar-
keting margins were healthy
for both petroland diesel and
on the refining side they are
making very healthy mar-

gins, said Prashant Vasisht,
senior vice president & co-
group head - corporate rat-
ings, ICRA Limited. He said
diesel cracks were over
$16/bbl and gasoline was
around $11/bbl.

Availability of Venezuelan
crude, with many fields shut
down because of the sanc-
tions, has proved a constraint
for India as it has to compete

with Chinese and US refiners.
Venezuela produced around
786,000 b/d in October,
Energy Intelligence said, cit-
ing OPEC numbers.

India’s oil import from Venezuela (in barrels per day)

RIL 10C HMEL Nayara Total
2018avg 249,300 0 0 68,000 324,400
2019 avg 210,000 0 0 92,600 306,000 BN
2000avg 11,500 0 0 29,200 167,500
Jan "2 65,800 0 0 0 658000
Feb "2t 106,000 40,700 28,300 0 175,000 I
March™24 185,000 0 0 0 185,000

Note: 0Cis Indian 0il Corporation; HMEL is HPCL-Mittal Energy Limited; no imports
i S

during 2021-2023 due to US sanctions

ource: Kpler
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