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No Impact Seenon Oil
Flows, Only Freight
Rates Up: HPCL Chief

New Delhi: The ongoing attacks
on shipping vessels by Houthi
militants in the Red Sea have not
impacted the flow of crude oil to
India but freight has gone up due
torerouting via the Cape of Good
Hope, Hindustan Petroleum Cor-
poration Ltd (HPCL) chairman
Pushp Kumar Joshisaid.

India, the world’s third-biggest
oil importer, gets a bulk of its
Russian supplies through the
Red Sea. Russian supplies made
up for over 35% of India's total
crude imports in 2023, amoun-
ting to1.7 million barrels per day.

Russian ships and cargoes are
not being prime targets of the at-
tacksatthisstage howeverrerou-
ting of ships around the sout-
hern tip of Africa instead of
transiting through the Suez Ca-
nal and Red Sea has led to ships
taking longer vovages, resulting
in the shortage of ships and rise
in freight charges.

In apost-third quarter earnings
call with investors, Joshi said

Pushp Kumar Joshi

HPCL has tied up crude oil supp-
lies till mid-April and it does not
see any supply disruptions.

HPCL meets 44-45% of its crude
oil needs on term contracts with
national oil companies such as
those in Saudi Arabia and Iraq.
The remaining is on the spot or
from the current market, he said.

“Term crude has not been im-
pacted (due to the Red Sea cri-
sis),” he said, adding the spot im-
ports are on DES basis where the
shippingisarranged by the supp-
lier. “The spot supplies too are
not impacted.” —PTI
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Domestic Gas
Demand to Rise
6%in 2024: IEA

New Delhi: India's natural
gas demand is expected fo
rise by 6 % in 2024 with a rise
in consumption in fertiliser
units, power generation and
industrial sectors, according
to the International Energy
Agency (IEA).

Following the 7% year-on-
year decline observed in 2022,
India's primary gas supply
rose by 5 % in 2023, with
growth primarily driven by
the petrochemical, power
generation, refinery and in-

dustrial sectors.
“Natural gas de-
mand inIndiaisex-
pected to increase
by 6 per cent in 2024, mainly
supported by higher gas use
in industry (including in the
fertiliser sector)and stronger
gas burn in the power sector
amid the development of its
national pipeline grid and
city gas infrastructure," IEA
said Gas Market Report re-
leased last week.

India’s natural gas demand
had risen to 64 billion cubic
meters in 2023.

Liquefied natural gas (LNG)
imports rose by 7 % on the
vear to 29 billion cubicmeters
lastyear, with import depend-
ency at 44 per cent of the na-
tion's natural gas consump-
tion. Domestic production
was up 6 per cent on the vear
to 35 billion cubic meters on
the back of a rise in output
from Reliance Industries' KG-
D6 block. “We expect India to
increase its LNG imports in
2024 by 7 %, fuelled by de-
mand from the power and fer-
tiliser sectors, as the country
plans to stop importing urea
by 2025,” IEA said. -PTI
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Houthi hit on Russian crude
forces traders to assess risks |

missile attack on Fri-
A day on a tanker taking

Russian fuel through
the Gulf of Aden may prove
to be a defining moment for
an oil market that had pre-
viously been somewhat im-
mune to months of Houthi
militants’ attacks on
merchant trade,

Why the calm? Because
much of the oil flowing thro-
ugh the Red Sea and Suez Ca-
nal came from Russia and —
so the theory went — it might
be safe. The Houthis themsel-
ves signaled Russian ships
had nothing to fear, and Mo-
scow is an ally of their spon-
sor Iran. Oil tankers general-
Iy had been largely spared.

But Friday's attack made
one thing clear: whatever as-
surances Yemen's Houthis of-
fer, they don't extend to a
ship’s cargo if the vessel it-
self hasevenatenuouslinkto
the US, UK or Israel. The Ho-
uthis had said they were tar-
geting Israeli assets because
of the war in Gaza, and then
extended their reach to US
and UK vessels after those co-
untries launched airstrikes
in Yemen.

The attack means that a
greater slice of the 3 million
barrels a day of Russian cru-

‘No disruption in
flows to India’

New Delhi: The Red Sea
attacks have notimpacted the
flow of crude oil to India but
freight has gone up due to
rerouting via the Cape of Good
Hope, HPCL chairman Pushp
Kumar Joshi said. India, the
world's third-biggest oil
importer, gets a bulk of its
Russian supplies through the
Red Sea. aGencies

‘Auto, electronics

mfg vulnerable’

New Delhi: Longer
disruptions atthe Red Sea
trade route may hurt
manufacturing lines of sectors
like electronics, automobiles,
chemicals, consumer goods &
machinery, economic think
tank GTRI has said. It said
companiesrelyingon
just-in-time manufacturing
canbe vulnerable. acencies

de oil and fuel that has been
flowing through the Red Sea
toreach customersin Asiaco-
uld be at risk. And Russian
volumes matter to the global
market — despite sanctions
imposed because of Mo-
scow’s own war in Ukraine.
With oil prices popping about
$2 higher on Friday, here are
some of the questions that oil
traders will be considering
when they return to their
desks on Monday morning.

Will Red Sea Transit Stop?
This is unlikely;, either for
trade in general or to the flow
of petroleum in particular.
Thedecision to transit de-
pends mainly on four things:

the willingness of the owner,
that of the crew and the char-
terer—and profit.

Is Russian Oil aTarget?
Probably not. The inter-
national maritime database
Equasis lists the manager of
the Marlin Luanda — the tan-
ker that got attacked — as a
firm called Oceonix Services
Ltd. in Londen. For the Hout-
his, that may have been eno-
ugh of alink. But fuel on the
Marlin Luanda was different
to a lot of Russian petroleum
in one crucial way: it was be-
ing hauled using western ser-
vice providers as it was pri-
ced within cap allowed by US
sanctions. eLoOMBERG
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‘Gravity-based structures
are the future for offshore
LNG regasification units’

NORWAY'S CROWN LNG, which
planstobuilda 7.2-mtpa(million
tonnes per annum)offshore lig-
uefied natural gas (LNG) regasifi-
cation terminal in Andhra
Pradesh's Kakinada believes that
gravity-based structures (GBS) are
the answer to conventional off-
shore LNG terminals—floating
storage regasification units
(FSRUs)—inharshweather condi-
tions. Kakinada terminal will be
India’s first, and possibly the
world's second, GBS LNG termi-
nal, offering round-the-year op-
erations—something FSRUs can-
notofferin rough waters. Thefinal
investment decision (FID) of the
$1-billion project is expected in
2025and the facilityis likely tobe
commissioned in2028, according
to Crown LNG's Chief Executive
Officer SWAPAN KATARIA.

Ina freewheeling interaction
with SUKALP SHARMA, Kataria
provides insights into the GBS
technology, purported advan-
tages over conventional LNG ter-
minals, and updates on the
Kakinada project’s progress.
Edited excerpts:

Whatexactly is aGBS?

It is essentially a concrete
structure with a ballast section at
the bottomwith empty concrete
blocks. The section acts as a bal-
loon when empty, helping the
structure float. At the location
whereyouwant to baseit, you fill
it up with gravel, making the
structure heavy enoughto sink
and sit on the seabed. So, it isnot
bolted or held by cables, Gravity is
holding it Risengineered inaway
that it sits there for 40-50 years
without budging even an inch,
TheLNG terminal is built over that
GBS. GBSs have been utilised
mostly for upstream oil projects.
Sofar, only onehas been built for
LNG—Adriatic LNG—in Italy. And
the only liquefaction facility
{which converts gas to LNG)
would be Russia's Arctic LNG 2.

Apart from round-the-year
operations,whatare the
advantages of GBS unitsvis-a-
vis FSRUs and land terminals?
Therearequite afew. GBSLNG
units offer a safer working envi-
ronment because sea wave
volatility does notaffectits struc-
tural stability. The other advantage
isnoextrapressure onports. fthas
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anoffshorelandfall point and the
pipeline to land is fromunder the
seabed.So, itdoesn'tneeda large
footprinton land. A GBS unit can
be hauled toanother offshore lo-
cationand handed over to another
operator. So, the economic life of
theassetis much longeranditcan
be evacuated to a new market if,
for any reason, itcannot continue
to operate at the inital location.
For international financiers, that
isanattractive proposition.

Despite advantages, why have
GBSLNG units not taken off in
abigway?

Ithink it is a mix of multiple
factors. LNG is relatively a new
market that has picked up in the
last two decades. It's not some-
thing that has grown over thelast
100 years, like oil. The Koreans
were really fast in developing
FSRUs. Most people took the path
of least resistance and ended up
following that model (FSRUs) or
set up land-based terminals,
Everybodywent after benign wa-
ters or areas where breakwater
could be easily built foran FSRU.
But those vanilla locations are
nowgoneand developers have to
contend with harshweathercon-
ditions,

Interms of project costs, how
doesa GBS regasification unit
compare with other types of
LNG terminals?

If aland-basedterminal costs
$120,aGBSunitwould cost $100,
and an FSRU's core cost would be
$70-80. For an FSRU, there will be
additional costs like breakwater.
All costs, including those needed
to make conditions benign for
FSRUSs, would be much higher. For
land-based terminals, dredging
may be required from time to
time—anadditional ongoing cost.
GBS units don't have these over-
heads.

Eadieryou had planned to
closethe FID by 2022-end, but
it has been delayed.What is
thecurrentstatus and
estimated timeline?

It hasbeena moving target as
approvals took more-than-ex-
pected ime. We are completing
the remaining part of the engi-
neering, withwhich we will fi-
nalise thedesign and the EPC (en-
gineering, procurement,
construction) contract. That will
be followed by final negotiations
with potential users. All this will
take 15-18 months and we are
hoping to get this(FID)done by
mid-2025. The construction
would thenstart Itisa30-month
construction withanother three-
sixmonths forcommissioning So,
2028 iswhatweare targetting for
project completion

Which companies have shown
interestin using the terminal?
Atwhat stageare the
negptiations?

Icannot name any potential
customer at this stage, just that
they include India's oil and gas
majorsand we would have amix
of government and private com-
panies. Talks with government
companies could take longer as
there may be some approvals re-
quired Weareobligated to main-
tain 15 per cent capacity for spot
and short-term cargoes, which
means we can offer about 6.1
mitpa. Weplanto place about 3.5-
4 mtpaon 20-year contracts,and
the rest on 10-year contracts.

Weare only giving regasifica-
tionas a service, and not buying
themolecule(LNG) and thensell-
ingit FULLINTERVIEW ON

www.indianexpress.com

Hon, 29 January 2024
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The ongoing attacks on
shipping vessels by
Houthi militants in the Red
Sea have not impacted the
flow of crude oil to India but
freight has gone up due to
rerouting via the Cape of
Good Hope, Hindustan
Petroleum Corporation Ltd
(HPCL) chairman Pushp
Kumar Joshi said.

India, the world's third-
biggest oil importer, gets a
bulk of its Russian supplies
through the Red Sea.
Russian supplies made up
for over 35 per cent of
India's total crude imports
in 2023, amounting to 1.7
million barrels per day.
Russian ships and cargoes
are not being prime targets
of the attacks at this stage
however rerouting of ships
around the southern tip of
Africa instead of transiting
through the Suez Canal and
Red Sea has led to ships
taking longer voyages,
resulting in the shortage of

No disruption in oil
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ws
to India, only freight up due
to Red Sea crisis: HPCL

ships and rise in freight
charges.

In a post-third quarter
earnings call with investors,
Joshi said HPCL has tied up
crude oil supplies till mid-
April and it does not see
any supply disruptions.
HPCL meets 44-45 per cent
of its crude oil needs on
term  contracts  with
national oil companies such
as those in Saudi Arabia
and Iraq.

The remaining is on the
spot or from the current
market, he said.

"lerm crude has not been
impacted (due to the Red
Sea crisis),” he said, adding
the spot imports are on
DES  basis where the
shipping is arranged by the
supplier. "The spot supplies
too are not impacted.”
HPCL, he said, has "already
tied up crude requirements
till fiscal year end (in
March) and the first couple
of weeks of April." "Crude
oil supplies have not seen
any disruption as of now.
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India gas demand to rise b per

PTI B NEW DELHI

expected to rise by 6 per cent

in 2024 with a rise in
consumption in fertiliser units,
power generation and industrial
sectors, according to the
International Energy Agency
(IEA).
Following the 7 per cent year-on-
year decline observed in 2022,
India's primary gas supply rose
by 5 per cent in 2023, with
growth primarily driven by the
petrochemical, power
generation, refinery and
industrial sectors.
"Natural gas demand in India is
expected to increase by 6 per cent
in 2024, mainly supported by
higher gas use in industry
(including in the fertiliser sector)
and stronger gas burn in the
power  sector amid  the

Indiaf; natural gas demand is

development of its national
pipeline grid and city gas
mhastruuture IEA said Gas

Market Report released last week.
India's natural gas demand had
risen to 64 billion cubic meters in
2023. Liquefied natural gas
(LNG) imports rose by 7 per cent
on the year to 29 billion cubic
meters last vear, with import
dependency at 44 per cent of the
nation's natural gas
consumption. Domestic
production was up 6 per cent on
the vear to 35 billion cubic
meters on the back of a rise in
output from Reliance Industries’
KG-D6 block.

"We expect India to increase its
LNG imports in 2024 by 7 per
cent, fuelled by demand from the
power and fertiliser sectors, as
the country plans to stop
importing urea by 2025," 1EA
said.

Natural gas extracted from below
surface and seabeds is used to

make fertiliser, generate
electricity, convert into CNG to
run automobiles, piped to

households for cooking purposes

and used as fuel and feedstock in
industries.

India's domestic production is
insufficient to meet demand and
so the fuel is imported as LNG in
cryogenic ships.

Power companies imported 2.32
billion cubic meters of LNG in
2023, making up around 9 per
cent of total imports and up by 76
per cent on the year.

In  November 2023 India

approved mandatory blending of

compressed biogas into the
domestic  gas supply. The
mandate will be set at 1 per cent
of total compressed natural gas
and domestic piped natural gas
consumption from 2025, and
raised gradually to 5 per cent
from 2028-29.

On reforms, IEA said, "India
continued to advance gas market
reforms in 2023. The country
introduced a unified pipeline
tariff system on April 1, which
could benefit consumers located
far from domestic gas supply
sources and/or LNG terminals.
In addition to the market
reforms, India is considering

ent in 2024: IEA

establishing strategic gas reserves
to enhance gas supply security".
The Petroleum and Natural Gas
Regulatory Board (PNGRB)
introduced the Unified lariff
(UFT) policy in April 2023 to
create a single, consistent and fair
tariff structure for natural gas
transport across the country. The
UFT policy will apply to a
network of 21  pipelines,
representing around 90 per cent
of pipelines in operation or
under construction. The price of
transporting gas consists of two
components - a fixed unified
taritt based on the levelised cost
of service of the entire pipeline
network, and a variable zonal
factor depending on distance.
"The UFT policy aims to create a
more stable, competitive and
transparent pricing regime,
which should benefit both gas
supply and demand.
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India's gas
demand to
rise 6% in
2024: |IEA

INDIA'S MNATURAL GAS
demand is expected to rise by
6% in 2024 with arisein con-
sumption in fertiliser units,
power  generation and
industrial sectors,according to
the International Energy
Agency (IEA).

Following the 7% year-on-
year decline observed in 2022,
India’s primary gas supply rose
by 5% in 2023, withgrowthpri-
marily driven by the petro-
chemical, power generation,
refinery and industrial sectors.

“Matural gas demand in
India is expected toincrease by
6% in 2024, mainly supported
by highergas use in industry
(including in the fertiliser sec-
torjand stronger gasburn in the
powersector amidthe develop-
ment of its national pipeline
gridandcity gasinfrastructure,”
IEA said Gas Market Report
released last week. India's nat-
ural gasdemand hadrisento 64
billion cubic meters in 2023.

Liguefied natural gas (LNG)
imports rose by 7% on the
year to 29 billion cubic meters
last year, with import depen-
dency at 44% of the nation’s
natural gas consumption.
Domestic production was up
6% on the year to 35 billion
cubic meters on the backofa
rise in output from Reliance
Industries'KG-D & block. —PTI
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Sanctions on Russian shipping firms worry Indian refiners

Enhanced enforcement of sanctions by Western
powers may increase procurement costs and
reduce the appeal of discounted Russian crude

S DINAKAR
Amritsar, 28 January

Fresh US sanctions on Russian shipping
companies threaten to hurt supplies of
oil this year to Moscow’s second-biggest
customer — Indian refiners.

Enhanced sanctions enforcement by
western powers will eventually increase
procurement costs and
reduce the appeal of dis-
counted Russian crude,
which accounts for a third of
India’s oil imports, industry
officials said.

For now, Indian oil com-
panies are staring at uncer-
tainty after Washington
placed Dubai-based shipping
operators Sun Ship Management and
Hennesea Holdings under fresh sanc-
tions. These are over violating the $60 a
barrel price-cap rule imposed by the G-7
in December 2022, industry officials said.

China has escaped unscathed
because oil trade between Moscow and
Beijing is marked in yuan, whereas
Indian refiners are hard pressed to con-
vince Indian banks to process payments
in UAE dirhams or US dollars for sup-
plies on sanctioned ships. Russia is not
accepting Indian rupees.

Both Sun Ship and Hennesea oper-
ate a combined 110 ships, which supply
to Chinese and Indian crude buyers,
and product markets. And, over 50
ships from both shippers have dis-

Indian oil firms
arestaringat
uncertainty after
US placed shipping

operators Sun Ship
and Hennesea
Holdings under
fresh sanctions

charged crude cargoes at Indian ports
over the last few months, according to
research based on shipping records and
industry officials.

“Definitely an issue,” said Vandana
Hari, a Singapore-based energy expert.
“Whether this worsens or becomes a
constant hurdle will depend entirely on
whether the US keeps up with the crack-
downs,” added Hari, the
founder of Vanda Insights.

India received Russian oil
cargoes via 51, 58 and 55
tankers in October, November
and December, respectively,
according to data from
Vortexa. Several cargoes were
supplied by ships owned by
Sun Ship and Hennesea.

The question that New Delhi faces is
if Washington’s policing will disrupt the
growing oil ties between Russia and
India. India has raised its share of
Russian crude to around 39 per cent in
2023 from 16 per cent in 2022, disregard-
ing Washington’s pressure. “In the
Russian case, it’s a question of price cap,
and it’s also a question of some of its
shipping entities coming under adverse
notice of others,” oil minister Hardeep
Singh Puri recently told Bloomberg
Television in Davos.

The oil ministry and Sun Ship
Management did not reply to a Business
Standard mail seeking comments.
Hennesea could not be reached. The
impact of sanctions is somewhat visible

SUN SHIP AND HENNESEA
TANKERS DELIVERING
CRUDE OILTO INDIA
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on trade flows. Companies led by
Reliance Industries and Rosneft-owned
Nayara Energy bought 1.56 million bar-
rels a day of Russian crude this month.
This is around 32 per cent of the coun-
try’s total imports, data from market
intelligence agency Kpler show.

That compares to a 37 per cent share
in November, prior to the two new sanc-
tion notifications by the Office of
Foreign Assets Control (OFAC), an arm
of the US Treasury Department, and a
record 46 per cent in May 2023.

State-run refiners like Indian Oil and
Bharat Petroleum are facing a dwindling
share of Russian crude this month. It is
because they have less flexibility with

Russian imports compared to private
refiners, refining officials said.
Hennesea is the latest major shipping
company to come under Washington’s
radar for sanctions violations on
January 18, with 18 vessels carrying
crude and products under investiga-
tions by the OFAC, the US agency said.
Of them, at least eight vessels were used
to supply Indian refiners in the last few
months, according to calculations based
on data from market intelligence agen-
cies Kpler and Vortexa. That number
rises if you add the 42 tankers under
Sun Ship that were also used to supply
oil to India in the past one year.

Last month, eight of Sun Ship’s

tankers, including Kazan, Ligovsky
Prospekt, NS Century, Krymsk and
Sakhalin Island, among others, had to
turn back from Indian destinations and
move towards China and Singapore
after OFAC imposed sanctions on
December 20.

Dubai-based Sun Ship, owned by
UAE and Russian nationals, owns, man-
ages and operates a fleet of 92 0il, crude
oil, LNG and chemical vessels, accord-
ing to the company’s website.

Indian Oil, the ultimate beneficiary
of the premium grade, light, sweet Sokol
cargoes aboard those tankers, was
forced to buy much more expensive
crude of a similar grade from Nigeria. It
was to substitute Sokol, according to
ship tracking data and industry officials.

Nigerian oil costs at least $8/bbl over
Sokol, according to pricing data. The
trading and operations desks of state
refiners are increasingly concerned over
renewed efforts by Washington to police
the trade, two refining sources said.

Indian refining officials said that
OFAC must give an advance notice of a
month or two before enforcing sanc-
tions. Otherwise, it causes inconven-
ience to buyers as ships are left stranded
on high seas because banks refuse pay-
ments. An issue over payments is not
just related to lighter and sweeter grades
like Sokol and ESPO that typically trade
over the G-7 mandated $60/barrel price
cap. They are also related to cheaper,
sour and higher sulphur oil like Urals,
which trade below $60/bbl. Indian
banks refuse to process payments for
any tankers that fall under OFAC, a
refining official said. Moreover, if sever-
al tankers go offline, then freight costs

increase, placing more pressure on
Russian trade and discounts, another
official said. He added that shipping
costs have firmed up over the week.
Clarksons Securities said the Red Sea
conflict has already sent rates higher by
a third on the week.

Arefining official in Delhi explained
the modus operandi of a typical Russian
trade. Once the crude trading depart-
ment at a state refiner agrees to a trade,
the operations department contacts the
shipper for documentation on the ves-
sel. Typically, the shipper provides an
1Q-88 form, a 5-6 page document where
details on ownership, operators and
physical details of the ships are men-
tioned. These details are vetted by the
operations department, including
details of sanctions imposed by the US,
UK and EU, and any sanction violations
will be green flagged to the supplier. The
tankers are rejected if they are under
any form of sanctions, because Indian
banks will not honour payments for
deliveries on sanctioned ships, the offi-
cial said.

In the past, Indian refiners and
Russian traders have found a way out of
supply issues and sanctions. For
instance, when oil prices surged to
$90/bbl and Urals traded over $70/bbl,
traders adjusted invoices to show that
trades were done below $60/bbl on free-
on-board (FOB) terms to receive pay-
ments. Similarly, when Mumbai-based
Gatik Ship Management, which had
over 40 tankers supplying crude to
India, came under sanctions, the com-
pany dissolved. However, the tankers
continued plying under different flags
and ownership structures.
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Natural gas demand to increase 6% in 2024

New Delhi, Jan. 28: India’s
natural gas demand is
expected to rise by 6 per
cent In 2024 with a rise in
consumption in fertiliser
units, power generation
and industrial sectors,
according to the interna-
tional energy agency
(IEA).

Following the 7 per cent
vear-on-yvear decline obse-
rved in 2022, India’s pri
mary gas supply rose by 5
per cent in 2023, with
growth primarily driven
by the petrochemical,
power generation, refin-
ery and industrial sectors.

“Natural gas demand in

India s expected to
increase by 6 per cent in
2024, mainly supported by
higher gas use in industry
{including in the fertiliser
sector) and stronger gas

burn in the power sector
amid the development of
its national pipeline grid
and city gas infrastruc-
ture,” IEA saild Gas
Market Report released
last week.

India’'s natural gas
demand had risen to 64
billion cubic meters in
2023.

Liguefied natural gas
(LNG) imports rose by 7
per cent on the vear to 29
billion cubic meters last
year, with import depend-
ency at 44 per cent of the
nation's natural gas con-
sumption.

“We expect India to
increase its LNG impaorts
in 2024 by 7 per cent,
fuelled by demand from
the power and fertiliser
sectors, as the country
plans to stop importing
urea by 2025, ITEA said.

On reforms, IEA said,
“India continued to
advance gas market
reforms in 2023, The coun-
try introduced a unified
pipeline tariff system on
April 1, which could bene-
fit consumers located far
from domestic gas supply
sources and/or LNG ter-
minals,” — PTI
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India’s gas demand to rise 6% in
2024, says Int’l Energy Agency

India’s natural gas demand had risen to 64 billion cubic meters in 2023

OUR CORRESPONDENT

NEW DELHI: India’s natural
gas demand is expected to rise
by 6 per cent in 2024 with a
rise in consumption in fertil-
iser units, power generation
and industrial sectors, accord-
ing to the International Energy
Agency (IEA).

Following the 7 per cent
vear-on-year decline observed
in 2022, India’s primary gas sup-
ply rose by 5 per cent in 2023,
with growth primarily driven
by the petrochemical, power
generation, refinery and indus-
trial sectors.

“Natural gas demand in
India is expected to increase
by 6 per cent in 2024, mainly
supported by higher gas use in
industry (including in the fer-
tiliser sector) and stronger gas
burn in the power sector amid
the development of its national
pipeline grid and city gas infra-
structure;” IEA said Gas Market
Report released last week.

India’s natural gas demand
had risen to 64 billion cubic
meters in 2023.

Liquefied natural gas
(LNG) imports rose by 7 per
cent on the year to 29 billion
cubic meters last year, with
import dependency at 44 per
cent of the nation’s natural gas
consumption.

Domestic production was

Following 7% decline observed in 2022,
India’s primary gas supply rose by 5% in
2023, driven by the petrochemical, power
generation, refinery and industrial sectors

up 6 per cent on the year to 35
billion cubic meters on the back
of arise in output from Reliance
Industries’ KG-D6 block.

“We expect India to increase
its LNG imports in 2024 by 7
per cent, fuelled by demand
from the power and fertiliser
sectors, as the country plans to
stop importing urea by 2025,
IEA said. Natural gas extracted
from below surface and seabeds
is used to make fertiliser, gen-
erate electricity’, convert into
CNG to run automobiles, piped
to households for cooking pur-
poses and used as fueland feed-
stock in industries.

India’s domestic production
is insufficient to meet demand
and so the fuel is imported as
LNG in cryogenic ships.

Power companies imported
2.32 billion cubic meters of LNG
in 2023, making up around 9
per cent of total imports and
up by 76 per cent on the year.

In November 2023 India
approved mandatory blending
of compressed biogas into the
domestic gas supply. The man-
date will be set at 1 per cent of
total compressed natural gas
and domestic piped natural gas
consumption from 2025, and
raised gradually to 5 per cent

Highlights

» Liquefied natural gas
imports rose by 7% on
the year to 29 billion
cubic meters last year

Domestic production was
up 6% on the year to
35 billien cubic meters
on the back of a rise

in output from Reliance
Indlustries’ KG-Dé block

Power companies
imported 2.32 billion
cubic meters of LNG
in 2023, making up
around 9 per cent of
total imports

from 2028-29.

On reforms, IEA said, “India
continued to advance gas mar-
ket reforms in 2023. The coun-
try introduced a unified pipeline
tariff system on April 1, which
could benefit consumers located
far from domestic gas supply
sources and/or LNG termi-
nals. In addition to the market
reforms, India is consider-
ing establishing strategic gas
reserves to enhance gas supply
security”.

The Petroleum and Nat-
ural Gas Regulatory Board
(PNGRB) introduced the Uni-
fied Tariff (UFT) policy in April

2023 to create a single, consis-
tent and fair tariff structure for
natural gas transport across the
country. The UFT policy will
apply to a network of 21 pipe-
lines, representing around 90
per cent of pipelines in opera-
tion or under construction.

The price of transporting gas
consists of two components - a
fixed unified tariff based on the
levelised cost of service of the
entire pipeline network, and a
variable zonal factor depending
on distance.

“The UFT policy aims to
create a more stable, compet-
itive and transparent pricing
regime, which should benefit
both gas supply and demand.
It is expected to assist the gov-
ernment in achieving the ‘One
Nation One Grid One Tarift”
model,” it said.

The IEA said India has
approved a National Green
Hydrogen Mission in January
2023. The mission sets a tar-
get for at least 5 million tonnes
a year of green hydrogen pro-
duction by 2030, “with poten-
tial to reach 10 million tonnes
with growth of export markets”.
It proposes two distinct finan-
cial incentive schemes to sup-
port domestic manufacturing
of electrolysers, as well as the
production of green hydrogen.

The initial outlay of the mis-
sion is around $2.4 billion.
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‘No disruption in

oil tlows to India, only freight up’

Russian supplies made up for over 35 per cent of India’s total
crude imports in 2023, amounting to 1.7 million barrels per day

OUR CORRESPONDENT

NEW DELHI: The ongoing
attacks on shipping vessels by
Houthi militants in the Red Sea
have not impacted the flow of
crude oil to India but freight
has gone up due to rerouting
via the Cape of Good Hope,
Hindustan Petroleum Corpo-
ration Ltd (HPCL) chairman
Pushp Kumar Joshi said.

India, the world’s third-big-
gest oil importer, gets a bulk of
its Russian supplies through
the Red Sea. Russian supplies
made up for over 35 per cent
of India’s total crude imports in
2023, amounting to 1.7 million
barrels per day.

Russian ships and cargoes
are not being prime targets of
the attacks at this stage how-
ever rerouting of ships around
the southern tip of Africa
instead of transiting through
the Suez Canal and Red Sea
has led to ships taking longer
voyages, resulting in the short-
age of ships and rise in freight
charges.

In a post-third quarter
earnings call with investors,
Joshi said HPCL has tied up
crude oil suppliestill mid-April
and it does not see any supply
disruptions.

HPCL meets 44-45 per

HPCL meets 44-45% of its crude oil
needs on term contracts with national

oil companies such as those in Saudi
Arabia and Irag. The remaining is on the
spot or from the current market, HPCL
chairman Pushp Kumar Joshi said

Highlights

» In a post-third quarter
earnings call with
investors, Joshi said
HPCL has tied up crude
oil supplies till mid-April
and it does not see any
supply disruptions
HPCL, he said, has
‘already tied up crude
requirements till fiscal
year end (in March) and
the first couple of weeks
of April’

On Russian imports, he
said Russian oil made

up for 30 per cent of dll
crude oil imported by
HPCL in 2023

cent of its crude oil needs on
term contracts with national
o0il companies such as those
in Saudi Arabia and Iraq. The
remaining is on the spot or
from the current market, he
said.

“Term crude has not been
impacted (due to the Red Sea
crisis);” he said, adding the spot
imports are on DES basis where
the shipping is arranged by the
supplier. “The spot supplies too

are not impacted.”

HPCL, he said, has “already
tied up crude requirements
till fiscal year end (in March)
and the first couple of weeks
of April” “Crude oil supplies
have not seen any disruption
as of now. This has definitely
impacted the freight rates and
freight rates have travelled
northward?”

Spot imports include
opportunity crude such as Rus-

sian oil which is sold at a dis-
count because some western
nations have shunned it due to
Moscow’s February 2022 inva-
sion of Ukraine.

“So far as supply is con-
cerned, [ am quite confident
that supply requirements are
being met. We also have to see
how this situation unfolds in
the next few weeks, basis that
we will have to take a call but
as far as the procurement side

is concerned, I am already in
a comfortable situation till
March 31 and two weeks of
April,” he said.

Joshi said HPCL has tied
up both term and spot sup-
plies including opportunity
crude till mid-April. “We are
not experiencing any disrup-
tion there .

On Russian imports, he said
Russian oil made up for 30 per
cent of all crude oil imported
by HPCL in 2023.

While the supplies are not
being impacted, the rerouting
of ships could inflate insur-
ance costs and crimp refining
margins.

Shippers are avoiding the
Red Sea and Bab al-Mandab
Strait after a US-led coalition
struck Iran-backed Houthi
militants in northern Yemen.
This however has impacted die-
sel exports to Europe. Longer
voyages have hit diesel cargo
cost, which has increased by
$850,000-1 million.

Due to the rerouting of a
voyage through the Cape of
Good Hope instead of going
through the Suez Canal, ship-
ments from India to the US will
take an additional 10-14 days,
while shipments from Europe/
the Mediterranean will take
20-25 days.
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Red Sea crisis: No impact on crude
supply to India, says HPCL head

ENS ECONOMIC BUREAU i@ New Delhi

THE ongoing attacks on ship-
ping vessels bv Houthi mili-
tants in the Red Sea have not
impacted the flow of crude oil
to India but have elevated the
price of freight, said Pushp Ku-
mar Joshi, the chalrman of
Hindustan Petroleum Corpora-
tion Lid. (HPCL).

During a post-third gquarter
earnings call with investors,
Joshi attributed the inerease in
freight costs to the need to re-
route shipping vessels via the
Cape of Good Hope.

However, he also assured that
the company doesn't anticipate
any supply disruptions, as
HPCL has secored crude oil
supplies until mid-April 2024,
Joshi explained that the com-
pany flfills 44-45% of its crode
oil requirements through term
contracts with national oil com-
panies like those in Sandi Ara-
hia and Trag, while the remain-
der is sourced from spot
purchases or the current
market.

“Crude oil supplies have not
seen any disruption as of now
This has definitely impacted

the freight rates, and freight
rates have traveled northward,”
gaid Joshi.

Regarding supply, he said
that the company 18 quite con-
fident that its requirements are
being met. “We also have to see
how this situation unfolds in
the next few weeks; based on
that, we will have to make a de-
cision. But as far as the pro-
curement side is concerned, 1
am already in a comfortable
situation till March 31 and two
weeks into April,” he added.

Following a US-led coalition
strike on Iran-backed Houthi
militants in northern Yemen,
shipping companies are avoid-
ing the Red Sea and Bab al-

Mandab Strait, Due to the pe-
routing af vovages through the
Cape of Good Hope instead of
the Suez Canal, shipments from
India to the US will take an ad-
ditional 10-14 davs, while ship-
ments from Europe and the
Mediterranean will take 20-25
days.

Regarding Russian imports,
he mentioned that Russian oil
accounted for 304% of all crude
oil imported by HPCL in 2023,
Meanwhile, HPCL posted a
standalone net profit of 3529
crore in the third guarter of
the financial yvear 2023-24,
marking an increase of more
than three times compared to
the zame period last vear

29.1.2024
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