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energy transition

Low-carbon intensity pathways are superior strategies
towards net zero for developing countries

der any future energy scenario, India con-

l l tinues to be a net importer of primary
energy, especially oil and gas. The imports

of oil and gas, according to estimates from the
International Energy Agency, consistently exceed
50 per cent. This situation is undesirable for the
health of the macro-economy and it exposes India
to extreme uncertainty, notonly in terms of prices,
but, more critically, also in terms of security of

supply. One must heed the calls of former Prime
Minister Manmohan Singh and Prime Minister
Narendra Modi, who said
“Energy security is national secu-
rity”. To become a superpowerin
the modem times, energy inde-
pendence must be one of our key
policy goals.

Over the last two decades,
India has been progressing well
in the deployment of renewable
energy. There are, however, risks
in relying solely on this single-
pronged solution for all major sec-
tors. India must strategically posi-
tion bets across multiple
technologies and energy sources
over the next couple of decades, a period in which
we have to leverage our “once-in-a-life-time “
demographicadvantage”. The consequent growth
burst will help facilitate a smoother glide-path into
the transition and help us avoid the trap of pro-
longed poverty and consequent social upheavals.
MrModi has provided a pragmatic framework and
bookends for this transition by 2070. One must
use this period strategically and wisely.

Developed countries are advocating for no-
carbon fuels as the only way forward. It should,
however, be recognised that low-carbon intensity
pathways are superior strategies towards net zero
for developing countries. One of the key fuels of
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this glide-path would be natural gas, which is a
“greener”, low-carbon intensity option. The con-
tours and evolution of the sector globally and in
India are a tale of “two distinct cities”: One, where
gas has flourished and occupied the space as a
responsible “bridge” fuel until renewables take
centre stage, and the other, where inconsistent
policy miasma and market signals have hampered
the growth of a gas-based economy.

Unfortunately, India falls in the latter category,
and consequently natural gas today represents a
mere 6-7 per cent of total energy
consumption vis-a-vis the global
average of almost 25 per cent, and
our own stated ambitions of 23-
25 per cent and an intermediate
target of 15 per cent.

One of the key lacunae of
India’s policy approach to gas has
been derived from a mindset of
resource shortage and treating it
as non-tradeable. The consequent
policy choices related to allocation
and under-pricing only reinforce
this scarcity phenomenon, thus
landing India in a perennially
“short” position. It is important to realise that nat-
ural gas is now a traded commaodity experiencing
high growth due to the increasing gas production
globally. A national level debate and a cogent hydro-
carbon and gas policy will go a long way in estab-
lishing and creating comfort in the different con-
stituencies regarding the economic and security
benefits of responsible and sustainable exploitation
of our natural gas resources.

The areas that need immediate attention are
the creation of astable fiscal framework in keeping
with the risk and reward paradigm of India, a pric-
ing mechanism that is market facing, "fairly” pric-
ing our resources, a market structure that exem-

plifies fair competition, governance and admin-
Istrative structures that evoke confidence and pol-
icies that facilitate the creation of an ecosystem
consistent with the spirit of cooperative federal-
ism. To achieve these desirable objectives, we pro-
pose a five-pronged strategy based on interna-
tional best practices and our assessment of their
feasibility in our institutional framework.

Firstly, we must clearly and definitively move
to a production sharing contractual (PSC) system.
This is especially urgent given the concerns
around materiality and risk associated with our
hydrocarbon basins. This is sine qua non to
unfetter the upstream sector and bring in the
much-needed risk capital and expenrtise to explore
and develop our basins, especially for gas. The
experience of Mexico in movingto a PSCis eluci-
dative, with very enthusiastic participation of the
private sector, with many international com-
panies, including supermajors (BP, Total,
ExxonMobil, ENI, etc) in consortia with Mexican
players bidding in onshore, shallow water and
deep-water auctions.

Second, one needs to adopt atime-bound pro-
gramme to dismantle the administered pricing
controls, including the multiple consumer prices
for natural gas, and bring it inline with LNG. This
provides a transparent and market-driven signal
to both producers and consumers. Producers and
consumers both benefit from clarity and can “live
and die” by market dynamics.

Third, itis critical tounbundle transportation
and marketing of the key incumbent in the natural
gas sector, create a rules-based “natural” trans-
portation monopoly with an infrastructure-class
risk profile and allow the consumers to benefit
from a liberalised marketing environment. The
creation of a national natural gas pipeline network
will promote stability of the system and enhance

security of supply through domestic sources,
imported (i.e. LNG) or overland pipelines or inter-
national sub-sea pipelines from both the coasts.

Fourth, it is important to ensure the viability
of gas-based power through policy reform in the
electricity markets through the creation of instru-
mentssuch as time-of-day pricingand non-linear
pricing to allow markets to absorb the more flex-
ible gas-based power.

Fifth, we should unleash the power of gas-
based micro-grids that are both efficient and
responsible from the broader perspective of the
climate agenda and simultaneously strengthen
the decentralisation of policymaking.

Finally, it is time to resuscitate the discussion
on creating a sub-sea corridor that connects key
gas producing nations in the Gulf region with
India as one of the largest sink markets of the
future. In a region fraught with complexity, this
will bring much-required symmetric inter-depen-
dence and contribute significantly to national
energy security and regional stability as a “peace-
building” fuel.

Given our promises as part of the Paris Accord,
providing these tailwinds is both an economic
and moral imperative.

Thewritersare, respectively, vice-president ofthe Pune
Intermational Centre, and managing directorand senior
partnerwith the Boston Consulting Group, India. The
views are personal
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‘Govt planning
Z6,000 cr coal
gasificalion
scheme’

NEW DELHI: The government
is considering a Rs 6,000 crore
scheme to promote coal gasifi-
cation in India, an official state-
ment said on Friday.

The adoption of gasifica-
tion technology in India will
revolutionise the coal sector,
reducing reliance on imports of
natural gas, methanol, ammonia
and other essential product, the
Ministry of Coal said.

“The ministry is consider-
ing a comprehensive scheme
to promote coal/lignite gasifica-
tion projects for public and the
private sectors with an outlay of
Rs 6,000 crore,” it added. The
selection of entities for the coal/
lignite gasification scheme will
be carried out through a com-
petitive and transparent bidding
process, as per the statement.

The plan has two segments.
In the first segment, the govern-
ment will provide support to
PSUs, while the second segment
includes the private sector and
PSUs both, with a budget allo-
cation granted to each project.

The selection of at least one
project under this segment will
be determined through a tariff-
based bidding process, with cri-
teria formulated in consultation
with Niti Aayog.

The third segment involves
the provision of budgetary sup-
port for demonstration projects,
utilising indigenous technol-
ogy and/or small-scale product-
based gasification plants, the
statement said. The ministry
further said it is also “consid-
ering an incentive to reimburse
the Goods and Services Tax
(GST) compensation cess on
coal utilised in gasification proj-
ects for a period of 10 years after
the commercial operational date
(COD), provided that the GST
compensation cess is extended
beyond FY277. PTI
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Govt reimposes
windfall tax on
domestic crude

New Dethi: The Union govern-|
ment Saturday reimposed the
windfall gains tax on domestic|
crude oilat a rate of Rs 1,600 per
tonne, an official notification
said. At this level, the tax works|
outtobe around $2.7 per barrel

Thelevy, which is in the form
of acess, wasreduced tonil from
May 16 due to a shump inglobal
oil prices. With prices having
firmed up over the past few
weeks, the levy has been
brought back. Windfall profittax
onfuel exports, however, cantin—
ues to be nil.
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India, France seal key
pacts in defence, UPI

HT Correspondent

letters@hindustantimes.com

NEW DELHI: India and France
on Friday announced a raft of
agreements to deepen defence
cooperation, including pacts for
three submarines for the Indian
Navy and the development of jet
and helicopter engines, and
unveiled plans to roll out the
Unified Payment Interface (UFI)
system in Europe from Septem-
ber.

Both countries also agreed
work on establishing a partner-
ship to build low and medium
power modular nuclear reac-
tors and adopted a new Indo-
Pacific Roadmap to work
together to secure their eco-
nomic and security interests
and advance the rule of inter-
national law. The develop-
ments came following talks
between Prime Minister Naren-
dra Modi and President Emma-
nuel Macron in Paris.

Defence cooperation is a key
pillar in India-France relations
and the two sides should work
on the co-production of military
platforms to meet not only their
own needs but those of friendly
third countries, Modi said ata
joint media interaction with
Macron ahead of their official
talks.

Security cooperation, ran-
ging from co-development of
defence hardware to space-
based maritime domain aware-
ness and joint steps to ensure
peace and stability in the Indo-
Pacific, formed a crucial part of
Modi’s remarks. He also out-
lined several steps aimed at tak-

continued on-*16
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ing bilateral relations to the
next stage, including a road
map for the next 25 years of the
strategic partnership.

Following the success of the
Scorpene submarine construc-
tion programme or P75, state-
run Mazagon Dockyard Ltd and
France's Naval Group signed a
MoU for the construction of
three additional Scorpene sub-
marines.

After the delivery of 36 Rafale
combat jets to India, the two
sides will extend their coopera-
tion in advanced aeronautical
technologies by supporting the
joint development of a combat
aircraft engine, according to a
joint document titled "Horizon
2047". A road map for this
project will be prepared between
France’s Safran and India's
Defence Research and Develop-
ment Organisation (DRDO) by
the end of the year.

The two sides will support
industrial cooperation for devel-
oping an engine for India’s multi-
role helicopter programme with
France's Safran. A shareholders’
agreement between HAL and
Safran Helicopter Engine was
concluded for the engine devel-
opment. Both countries are also
working on adopting a Roadmap
on Defence Industrial Coopera-
tion. India will also set up a tech-
nical office of the DRDO at its
embassy in Paris.

Lastweek, India’s NPCI Inter-
national Payments Limited
(NIPL) and France’s Lyra Collect

Prime Minister Narendra Modi receives the Grand Cross of the
Legion of Honour from French President Emmanuel Macron. am

signed an agreement to roll out
UFI in France and Europe. The
payment mechanism is in its last
phase of production and will go
live by September, with the Eiffel
Tower in Paris as the first mer-
chant in France to accept UPIL,
the document said.

“Defence cooperation is a key
pillar in our ties that reflects the
two countries’ deep trustin each
other. France is an important
partner in the Make in India and
Atmanirbhar Bharat initiatives,”
Modi said, speaking in Hindi.

“There is scope for increasing
cooperation between our
defence space agencies. We are
moving forward on French com-
panies setting up MRO (mainte-
nance, repair, overhaul) facilities
and producing spare parts and
helicopter engines in India. We
will focus on making this cooper-
ation stronger,” Modi said.

In the civil nuclear domain,
the two sides will discuss the
scope for cooperation on small
and advanced modular nuclear
reactors, he said without giving
details.

Though it had been widely
anticipated that the two coun-
tries would make announce-
ments about India procuring 26
Rafale Marine combat jets, there
was no official word on this mat-
ter.

Macron, who spoke before
Modi, recalled the role played by
Indian soldiers in past wars and
in Friday's Bastille Day Parade, at
which Modi was the guest of
honour. He said the armed forces

of the two sides are in close con-
tact and both countries are work-
ing to maintain peace and secu-
rity and ensure respect for inter-
national laws, including in the
Indo-Pacific.

The work done by India and
France on renewable energy and
countering plastics are just wo
examples of how their coopera-
tion can lead to success in many
fields, Macron said. India is
France’s second largest trading

in Asia, and the two sides
are exploring new areas in steel,
space, energy, civil nuclear coop-
eration and technology, he said.

Maodi said the presence of an
Indian tri-services contingent in
the Bastille Day Parade was a
“splendid picture” of the growing
bilateral cooperation. At a time
when the two sides are observing
25 years of their strategic part-
nership, this can be used as a
solid foundation for preparing a
roadmap for the next 25 years in
which they can set bold and
ambitious targets, he said.

“Indians are committed to
build a developed country, and
we see France as a natural part-
ner in this journey,” Modi said.
He welcomed another agree-
ment between Indian Qil and
France’s Total company for the
supply of LNG, saying this will
bolster the country’s clean
energy transition goals.

Modi added, “We should work
with like-minded countries for
democratising technology supply
chains. Climate change and pro-
tecting the environment are a

FRANCE CONFERS
MODI WITH ITS
HIGHEST CIVILIAN,
MILITARY HONOUR

NEW DELHI: France conferred
the Grand Cross of the Legion of
Honour, the country’s highest
civilian and military honour, on
Prime Minister Narendra Modi.

The award was presented to
Modi by President Emmanuel
Macron following a private din-
ner hosted by the French leader
at Elysée Palace in Paris on
Thursday evening. Modi
thanked Macron for “this singu-
lar honour on behalf of the peo-
ple of India”, the external affairs
ministry said.

“I thank President @Emma-
nuelMacron and Mrs. Macron
for hosting me at the Elysée Pal-
ace this evening,” Modi tweeted.

Modi is the first Indian pre-
mier to receive this honour.Hrc

AFTER DELIVERY
OF 36 RAFALE
COMBAT JETSTO
INDIA, THE TWO
SIDES WILL
EXTEND THEIR
COOPERATION IN
ADVANCED
AERONAUTICAL
TECHNOLOGIES

shared and important priority.
After setting up the International
Solar Alliance (ISA), which has
become a movement, we now
want to speedily work on a road-
map for the blue economy and
ocean governance,”

As resident powers in the
Indo-Pacific, India and France
have a special responsibility for
region peace and stability and to
give concrete shape to collabora-
tion in this sphere, both sides are
working on an “Indo-Pacific
cooperation roadmap”, he said.

Referring to the successful
launch of the Chandrayaan
moon mission, Modi said there
has been deep cooperation
between the Indian and French
space agencies, and the two sides
had finalised new agreements on
satellite launch services, measur-
ing temperatures, and weather
monitoring. “India and France
have also had deep people-to-
people contacts for long, and this
will become stronger after our
talks,” Modi added.
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Indraprastha Gas,

(Genesis (Gas form

JV for smart meter
manufacturing plant

INFORMIST / Mumbsai

Indraprastha Gas Ltd has incorporat-
ed ajoint venture company IGL Gene-
sis Technologies Litd with Genesis Gas
Solutions Pyt Ltd, according to an ex-
change filing. Indraprastha Gas holds
51% stake in IGL Genesis Technolo-
gies and the balance is held by Genesis
Gas.

In March, Indraprastha Gas and
Genesis Gas Solutions had entered
into a joint venture agreement to set
up integrated smart meter manufac-
turing plant with a capital
expenditure of 1.1 bln rupees,

IGL Genesis Technologies will set
up a plant to manufacture diaphragm
gas meters equipped with Internet of
Things technologies like bluetooth,
low power wide area networking,
among others. These smart meters
will provide much needed solution to
manage consumers' energy dermand
and metering with utmost accuracy
and on real-time basis.
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® INDIA SUPPLIES MAY SEE MUTED IMPACT
Key Russian crude tops G7 price cap

SUKALP SHARMA
HNew Delhi July 14

THE IMPACT OF Russia's flag-
shipUrals crude breachingthe
$60-per-barrel price cap
imposed by the G7 nations is
expected tobe muted on New
Delhi’s oil trade with Moscow
inthe immediate to near term
withno major bearing seenon
supplies, but a sustained clos-
ing of the gap between prices
of Uralsand otherkey interna-
tional crude oil grades and
benchmarks could take some
sheen off Russian oil for
Indian refiners going ahead,
according to international oil
market watchers,

Asper assessments bylead-
ing pricing firms Argus Media
and S&P Global Platts, Urals
crude topped the key price
level of 560 per barrel this
week. This is the first instance
of Urals breaching the US-led
G7 price cap on Russian
seaborne crude, which took
effect from early December,

B From ashare of less
than 2% in India's ol
imports prior tothe
war in Ukraine, Russian
crude now accounts
for over 40% of Delhi's
cil import pie

The price limit forbids trans-
portation of Russian oil on
Westernships and use of West-
ern insurance services if the
cargoesare priced over 560 per
barrel. It was formulated with
the objective of limiting Rus-
sia’s earnings from oil exports
in the aftermath of its invasion
of Ukraine, while keeping
global oil markets well-sup-
plied. Russia began offering
deep discounts on its oil
exports as major Western
economies started weaning
themselves off Moscow’s
crude. Indian refiners snapped
up the discounted barrels in
huge quantities. From a share

of less than 2% in India's oil
imports prior to the war in
Ukraine, Russian crude now
accounts for over 40% of
Delhi's oil import pie. The
medium sour Urals crude
accounts for over two-thirdsof
India's imports of Russian oil,
as per data from energy market
intelligence firms Kpler and
Vortexa.

Till early this week, Urals
traded below the price cap,
which meant that cargoes
could access Western services
and insurance and Indian
refiners could pay for such car-
goes without any real risk of
inviting Western sanctions.

Now with Urals breaching the
price cap as global oil prices
inch up due to productioncuts
by major suppliersand a dip in
exports from Russia, thatequa-
tion could change.

Even as officials at Indian
refinersare tight-lipped about
the evolving situation, industry
watchersdonot seea major shift
in the Russianoil flows toIndia.
Vortexa's Head of Asia Pacific
Analysis Serena Huang expects
Indian refinersand Russian oil
exporters like Rosneft to man-
age the oil trade and any com-
plication that thehigher price of
Urals mightlead to.

According to Kpler's Lead
Crude AnalystViktor Katona,
the fact that alarge chunk of
Russian crudesupplied to India
is by Russian vessels and "grey
fleet” or shadow fleet tankers,
which do not have much
reliance on Western shipping
and insurance services, means
that it would largely be busi-
ness as usual as far as supplies
are concerned,



INDIAN EXPRESS, Delhi, 15.7.2023

Page No. 19, Size:(7.30)cms X (21.02)cms.

Key Russian crude
tops G7 price cap,
India supplies may
see muted impact

SUKALP SHARMA
NEWDELHI.JULY 14

THE IMPACT of Russia's flagship
Urals crude breaching the $60-
per-barrel price cap imposed by
the G7 nations is expected to be
muted on New Delhi's oil rade
with Moscowin theimmediate to
near term with no major bearing
seen on supplies, but a sustained
closingof the gap between prices
of Urals and other key interna-
tional crudeoil grades and bench-
marks could take some sheenoff
Russian oil for Indian refiners go-
ing ahead, according to nterna-
tional oil market watchers.

As per assessments by lead-
ingpricing firms Argus Mediaand
S&P Global Platts, Urals crude
topped the key price level of $60
per barrel this week. This is the
first instance of Urals breaching
the US-led G7 price cap on
Russian seaborne crude, which
took effect fromeary December.
The price limit forbids transporta-
tion of Russian oil on Western
ships and use of Western insur-
ance services if the cargoes are
priced over $60 per barrel. It was
formulated with the objective of
limiting Russia’s earmings from oil
exports in theaftermath ofitsin-
vasion of Ukraine, while keeping
globaloil markets well-supplied.

Russia began offering deep dis-
counts on its oil exports as major
Western economies startedwean-
ing themselves off Moscow's
crude. Indianrefiners snapped up
the discounted barrelsin huge
quantities. From a share of less
than2 per cent in India's oil im-
ports prior to the warin Ukraine,
Russian crude now accounts for
over40 per cent of Delhi's oil im-
port pie. The medium sour Urals
crude accounts forover two-thirds
of India'simports of Russianoil, as
per data from energy market in-
telligencefirms Kpler and Vortexa.

Till early this week, Urals
traded below the price cap, which
meant that cargoes could access
Western services and insurance
and Indian refiners could pay for
such cargoes without any real risk
of inviting Western sanctions.
Now with Urals breaching the
price cap asglobal oil prices inch
updue to production cuts by ma-
Jorsuppliers and a dipin exports
from Russia, that equation could

Banks may

stepup
@ scrutiny

EXPLAINED

PAYING FOR Russian oil at
prices above the G7 cap s,
at leasttheoretically, a
challenge for Indian refin-
ers, given that Indian
banks are reportedly re-
luctant to get involved in
such payment settle-
ments. With the pricecap
breach, Indian banks are
now expectedto step up
the scrutiny of Russian oil
purchases and insistence
on proof that the cargoes
are priced below the price
ceiling isexpeded to rise.

change. Even asoffidals at Indian
refinersaretight-lipped about the
evolving situation, industry
watchersdonot see amajor shift
intheRussianoil flows tolndia, at
least for the time being.

Vortexa's Head of Asia Pacific
Analysis Serena Huang expects
Indian refiners and Russian oil
exporters like Rosneft to manage
the oil trade and any complica-
tion that the higher price of Urals
might lead to.

According to Kpler's Lead
Crude Analyst Viktor Katona, the
factthata large chunk of Russian
crude supplied to India is by
Russian vessels and “grey fleet”,
or shadow fleet tankers, which
do not have much reliance on
Western shippingand insurance
services, means that it would
largely bebusiness asusual asfar
as supplies are concerned.

Going beyond near-termsup-
plies and the nuts and bolts of
payment for Russian aude, there
is a likelihood of Russian barrels
becoming less attiactive.

“The most straightforward
consequence of Russian crude
prices rising is that Russian bar-
rels lose their advantage over
comparable grades for Indianre-
finers... Refiners will buy the
most cost-competitive grade
available, period," said Vandana
Hari, Founder and CEO of
Singapore-based energy market
intelligence firm Vanda Insights,

FULLREPORTON
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List of outcomes: Prime Minister’s visit to France

Political/strategic areas
#® Roadmap on Indo-French Strategic
Partnership Horizon 2047

# Roadmap India-France Cooperation
in the Indo-Pacific

@ NSIL and Arianespace intent to work

together in commercial launch services

Scientific cooperation
@ Letter of intent in health and medicine

® Moll between NIOT, MoES, Chennai and
IFREMER

Cooperation strategic areas

#® Head of Agreement (Hol) between
Indian Qil and Total Energies to
establish a long-term LNG Sale and
Purchase Agreement (SPA)

Institutional cooperation

® Letter of Intent (Lol) on New National
Museum and Cooperation on Museology

® Moll in Digital Technologies between
MeitY and French Ministry of Economy

® Technical cooperation between
Direction-Générale d"Aviation Gvile,
France and Airports Authority of India

# Technical arrangements for Civil Aviation
Security between India and France

# Lol between Prasar Bharati and France
Media Monde

Sustainable development
® Joint Commitment on Eliminating
Single-use Plastic Pollution

AGREEMENTS ALSO ANNOUNCED...
Cooperation in area of space and for
people-to-people exchanges, welfare
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