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HC seeks RIL response
ongovt’s pleaaccusing
firmof siphoning off gas

BHAVINI MISHRA
New Delhi, 14 September

The Delhi High Court (HC) division Bench on
Thursday sought a response from Reliance
Industries (RIL) and others regarding the gov-
ernment’s appeal against the Mukesh Ambani-
owned conglomerate and others for fraudu-
lently and unjustly enriching themselves by
draining gas from their deposits, amounting to
over $1.5 billion.

The Centre had appealed against the single-
judge Bench order of the Delhi HC on May 9,
which had dismissed its petition.

Justice Anup Jairam Bhambhani had upheld
the international arbitration award of July 24,
2018, in favour of the RIL-led consortium. The
consortium includes UK-based BP Plc and Niko
Resources of Canada. The May order reads, “This
court is accordingly not persuaded to hold that
the conclusions drawn by the arbitral tribunal
aresuch that no reasonable person would reach.
Suffice it to say that the view taken by the arbitral
tribunal is most certainly a ‘possible view’, which
calls for no interference.”

Attorney-General (A-G) R Venkataramani
and former A-G KK Venugopal, both appearing
for the Union government on Thursday, told
the Bench of Justices Manmohan and Mini
Pushkarna that RIL knew about the connectiv-
ity of their gas blocks with the adjoining gas
blocks of Oil and Natural Gas Corporation
(ONGC) as far back as 2003.

The government contended that RIL was
guilty of fraud and unjust enrichment totalling
over $1.5billion. The government told the court,
“Itis contended that the migrated gas alone was
valued at about $1.5 billion as of June 30, 2016”.
The government also argued that RIL had
claimed there was no connectivity between
their block and the government’s, but they had
consciously siphoned off gas from the ONGC
block without the government’s knowledge.
They also argued that the arbitral award they
challenged was “against India’s public policy™.

In May, the court observed that when an
arbitral award is challenged, the court may
interfere only if the award is induced or affected
by fraud or corruption, or if it is in “contraven-
tion of the fundamental policy of Indian law’,
orifitis ‘in conflict with the most basic notions
of morality and justice”.

Theorder read, “In the opinion of this court,
firstly, the aforesaid inferences are factual con-
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clusions arrived at by the arbitral tribunal,
which cannot be second-guessed by this court
in exercise of its powers under Section 34 of the
Arbitration and Conciliation Act, 1996 (grounds
to challenge the arbitral award). Secondly, in
the opinion of this court, the factual conclusions
are perfectly rational, coherent, and logical,
especially considering what was in the produc-
tion sharing contract (PSC), a purely commer-
cial transaction entered into by two contracting
parties.”

On the other hand, RIL told the court that
the same set of issues cannot be argued again
under Section 34 of the Arbitration and
Conciliation Act, 1996 when both the single
judge of the HC and the arbitral tribunal had
examined the issue. The conglomerate also
pointed out that the government could have
looked into the migration of gas between two
blocks in 2009 before one of them was given to
RIL, but it chose not to.

Moreon business-standard.com
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HC Seeks Response from
RIL in Gas Siphoning Case

Govt has appealed against arbitration verdict & single judge ruling in favour of RIL

Indu.Bhan@timesgroup.com

New Delhi: The Delhi High
Court on Thursday sought re-
sponses from Reliance Indu-
stries(RIL)and its partnerson
the government’s appeal in a
case that alleged the company
and its foreign partners sipho-
ned off gas from an adjoining
block belonging to ONGC.

A division bench led by Justi-
ce Manmohan issued notice to
RIL and its two partners UK-
based BP Plc and Niko Resour-
cesof Canada—onthegovern-
ment’sappeal againstan inter-
national arbitration award of
July 24, 2018, that ruled in favo-
ur of the consortium.

Challenging the single jud-
ge’s May order that refused to
interfere with the majority ar-
bitral award, the government
alleged the consortium com-
mitting an “insidious fraud”
and “unjust enrichment of
over $1.7 billion” by “conscio-
usly and deliberately” extrac-

ting and selling the adjoining
ONGC gas without its know-
ledge. They argued that in 2003
itself RIL knew about the con-
nectivity of its block with that
of theadjoining ONGC block.

RIL, through counsel Sameer
Parekh, opposed the govern-
ment’s appeal, arguing that if
there was gas on both sides —
namely RIL block and ONGC
block — then only joint deve-
lopment can be directed.

However, the Directorate Ge-
neral of Hydrocarbons (DGH)
had directed that joint deve-
lopment was technically infea-
sible as the two adjoining
blocks were not at a similar
stage of development, Parekh
argued.

In November 2016, the go-
vernment raised a $1.55 bil-
lion demand with interest as
well as $1.74 billion toward re-
vised additional cumulative
profit petroleum, alleging the
consortium of draining and
selling the gas that migrated
from the ONGC's KG-

DWN-98/2 block to RIL's KG-
DWN-98/3 block.

A three-member tribunal he-
aded by Singapore-based arbit-
rator Lawrence Boo had rejec-
ted the govt’s claim in a 2-1
award in July 2018 ruling the
production sharing contract
didn’t prohibit the contractor
from producing and selling gas
that migrated into the contract
areafrom a source outside it.

The government appealed
against the arbitral award in
the Delhi High Court in 2018.

In 2014, state-run ONGC mo-
ved the HC, complaining that
the Reliance block and ONGC
blocks appeared to be connec-
ted, with possible migration of
gas between them. The court
dismissed the petition, direc-

ting US-based consulting
agency DeGolyer and Mac-
Naughton (D&M) to examine
the issue. D&M said the “integ-
rated analyses indicated con-
nectivity and continuity of the
reservoirs across the blocks
operated by ONGC and RIL."”
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Oil firms mull using
stranded’ $600 mn
to buy Russian oil

Press Trust of India
NEW DELHI

Indian oil companies are
exploring the possibility of
using close to $600 million
of their dividend income
stranded in Russia to buy
oil from that country, offi-
cials said on Thursday.

India’s top four oil com-
panies - Indian Oil Corpo-
ration (IOC), a unit of Bha-
rat Petroleum Corporation
Lid., Oil India Ltd., and
ONGC Videsh Ltd. - have
not been able to repatriate
dividend income they ac-
crue from their invest-
ments in Russian oil and
gas fields.

That money is lying in
their bank accounts in Rus-
sia but could not be
brought to India due to

tough Western sanctions
that followed Moscow’s in-
vasion of Ukraine.

Officials said one of the
options could be to loan
the money lying in Russian
bank accounts to entities
buying oil. These entities
could repay the loan in In-
dia. The entities that buy
oil from Russia include I0C
and BPCL. “We are study-
ing legal and financial im-
plications of such a move,”
an official said.
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0il PSUs want S600 mn
stuckin Russiatobe used
forpayments to Moscow

SUKALPSHARMA
NEW DELHI, SEPTEMBER 14

PUBLIC SECTOR oil companies
want the stuck dividend income
from their Russian investments,
which is piling up in their bank
accounts in that country, to be
used for India's oil purchases
fromMoscow and are exploring
legal options to that end, sources
with direct knowledge of the
matter said.

Nearly $600 million in divi-
dend payments wONGCVidesh
Ltd (OVL), Oil India Ltd (OIL),
Indian Oil Corporation Lid (I0CL)
and  Bharat  Petroleum
Corporation Ltd {BPCL) arm
Bharat PetroResources s stuckin
bank accounts of these firms in
Russia owing to payment chan-
nel-related restrictionsin theaf-
termath of Russia's February
2022 nvasion of Ukraine,

The issue has been taken up
by the Indian companies with
their Russian partners over the
past few months. It hasalso fea-
tured in government-Lo-govern-
ment discussions between New
Delhi and Moscow.

Russia is currently India's
biggest source of crude oil In july
alone, India'sRussian oil imports
were valued at $3.37 billion, as
per data from the Directorate
General of Commercial
Intelligence and Statistics.

“The most practical and vi-
able option would be to use that
money to partly payforoil being
bought from Russia. But there
are many financial and legal
complexaties. Weareworkingon
thoseto find asolution,” asenior
official with one of the domestic
oil companies said, requesting
anonymity. Usingthemoney di-
rectly to adjust against oil dues
might not be feasible as it would
be fraught with challenges re-

PSUINVESTMENTS IN RUSSIA
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BPCL arm Bharat PetroRe sources Lid”

lated to taxation, accounting and
international tax jurisdictions,
and Indian oil companieswould
not want to be in breach of
Western sanctions against
Moscow.

One of the ways for utilising
the stranded money for pay-
ments could be to lend it to
Indian refiners buying Russian
oil, the official said, The refiners
could use the money lying in
Russia to partly pay for their oil
purchases, and then repay the
loan inIndia, Public sector refin-
ers 10C and BPCL are already
amongthe Indian oil companies
with investments in Russia.

OVL, the overseas investment
arm of Oil and Natural Gas
Corporation (ONGC), holds a 20
per cent stake in the Sakhalin-1
project and 26 per cent in the
Vankor project, The consortium
of 10C, OIL and Bharat
PetroResources (BPRL) has 23.9
percent sharein Vankor and 29.9
percentinthe Taas-Yuryakhproj-
ect. Around $450 millionof the
stranded dividends belongto the
consortium of 10C, OIL, and BPRL.
Around $150 million in dividends
belonging to OVLare also stuck.

From being a marginal sup-
plierof crude to India before the

10C,OILAND BPRL"

239%

sharein Vankor project

in Taas-Yuryakh project
$450 mn

Estimated dividend stuck

J

war in Ukraine, Russia has

emerged as New Delhi's biggest
source of oil over the past year,
overtaking heavyweights like
Iraq and Saudi Arabia. Indian re-
finers started snapping up
Russian crude, which was being
offered ata discountbyMoscow
as the West began to shun
Russian barrels.

With the money stuck in
Russig, the only viable options
would have been to use it for
payments there, increasing in-
vestments in Russia, and fund-
ing operational and capital ex-
penditure requirements of
existing projects. However, the
dividend payments being re-
ceived are after deduction of op-
erational expenses and there is
noplan at present to invest more
capital intothe projects. Also, the
companies are currently not ex-
ploring investments inany other
project in Russia, which leaves
using the money for payments
as the only feasible option.

The bank in Russia where the
moneyis parked isundestood to
be Commercial Indo Bank. CIBL
used to be a joint-venture of SBI
and Canara Bank, but the latter
soldits stake in the venture to SBI
afewmonths ago.
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OIL Looks at Ways to
Bring Home $150m

Evesdiplomatic,
legal channelsto
get money stuck
since Feb'22

Our Bureav

New Delhi: State-run Oil
India is exploring legal as
well as diplomatic chan-
nels to repatriate its divi-
dends worth $150 million
from Russia, said its chair-
man Ranjit Rath.

0il India, Indian Oil Cor-
poration, BPCL and ONGC
have participating inter-
ests in multiple oil and gas
projects in Russia from
which they earn dividends
periodically.

Companies have been re-
ceiving dividends but have
been unable to transfer
them out of Russia since
February 2022 due to the
banking restrictions in the
wake of the Ukraine war
and the Western sanctions
on Moscow.

Indian Oil and BPCL have
similar amounts of divi-
dends stuck in Russia, to-
talling up to $450 million
for the three companies,
Rath said.

This is a “temporary phe-

nomenon” and the compa-
ny is “very positive about
investments in Russia”, he
said, adding that the com-
pany 1is exploring legal,
banking and government-
to-government options to
get thedividends back.

The production at Russi-
an fields in which Oil India
has stakes hasn’t been af-
fected by the output cut de-
cisions made by the produ-
cer cartel OPEC+ of which
Russia is a key member,
Rath said.

Oil India will primarily
focus on domestic explora-
tion and production, said
its chairman. Rising oil
prices won't change the
company'’s investment tra-
jectory, hesaid.

A windfall tax since last
year has capped the crude
pricerealisation for Indian
state-run producers. Cru-
de oil is currently trading
above $92 per barrel.
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0il India banking on pipeline
of projects to raise production

Company will drill 60-plus wells in FY24 in Assam and Arunachal Pradesh, up from 45 in FY23

SUBHAYAN CHAKRABORTY
New Delhi, 14 September

T he public sector energy
producer Oil India (OIL)
is expecting a series of
new wells and gas fields to go
into production in Assam and
Rajasthan soon. This develop-
ment will enable the company
to achieve a crude oil produc-
tion of 3.8 million tonnes (mt)
in the current year, said
Chairman and Managing
Director (CMD) Ranjit Rath.
This new target represents a
20 per cent increase over the
3.18 mt of oil produced in
2022-23 (FY23).

Rath said at a media brief-
ing that the company expects
three gas fields under produc-
tion enhancement contracts to
go live. These fields include
Lakwagaon-1, where higher
production is expected from
the Sesabil area (discovered in
January), and the Bagjan gas
field, which will undergo more
intensive exploration. Addit-
ionally, OIL aims to aggr-

essively expand its gas portfo-
lio.

“A new gas pipeline from
the Kumchai field will be con-
nected to the main production
area by December. A number
of additional development
wells will also come onstream,”
Rath said.

Furthermore, 16 wells in
Rajasthan will be put under a
cyclic steam stimulation, a
method for producing heavy oil
by injecting steam into
awell.

The company is preparing
to award contracts for hydro-
fracking, a process that
involves injecting water, sand,
and/or chemicals into a well to
extract oil or gas reserves.

“This  production is
expected to begin in the fourth
quarter of 2023-24 (FY24) or
early next year,” Rath said.

In terms of drilling, OIL
plans todrill up to 60 new wells
in FY24, up from 45 in FY23
and 38 in 2021-22. To support
this increased drilling activity,
the company has awarded con-

.

0il firms mull using stranded

$600 million to

Indian oil companies are exploring the possibility of using
close to $600 million of their dividend income stranded in
Russia to buy oil from that country, officials said on Thursday.
India’s top four oil companies — Indian Oil Corporation (100),
a unit of Bharat Petroleum Corporation, Oil India and ONGC
Videsh — haven't been able to repatriate dividend income
they accrue from theirinvestments in Russian oiland gas
fields. The money islyingin their bank accounts in Russia
butcould not be broughtto India due to tough Western
sanctions that followed Moscow's invasion of Ukraine.

buy Russian oil

PTI

tracts for two additional drilling

rigs and extended the engage-

ment tenure for existing rigs.
“This year, in Assam and

Arunachal Pradesh, we plan to
drill 60-plus wells,” Rath said.

In FY23, OIL expanded its
total acreage to 62,911 square

kilometres and has a total
inventory of 191 mt of oil equiv-
alent (mtoe) in domestic assets
and 51 mtoe of overseas assets,
including both proven and
potential reserves.

Net-zero by 2040

OIL is planning to invest
around 325,000 crore ($3.38 bil-
lion) to achieve a net-zero
status by 2040. In the 2G etha-
nol space, OIL is looking to
invest ¥8,000 crore, Rath said.

The company also plans to
establish 20 kilotonnes per
annum (ktpa) of green
hydrogen production with a
total estimated financial outlay
0f 2,000 crore. Setting up a 2
ktpa production facility takes
about X 200 crore, Rath said.

The company will set up 25
compressed biogas plants with
amodular build-up of 2 tonnes
per day to 20-30 tonnes per day.
Additionally, a 640-megawatt
solar power plant in Assam and
a 150-megawatt solar plant in
Himachal  Pradesh  are
also planned.
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Companies have been recei-

OIL Looks at Ways to Bring Home $150m Payout from Russia

Explores diplomatic
and legal channels;
unable to repatriate
amount since Feb'22

Our Bureau

New Delhi: State-run Qil In-
diaisexploringlegal aswellas
diplomatic channels to repat-
riate its dividends worth $150
million from Russia, said its
chairman, Ranjit Rath.

0il India, Indian Oil Corpo-
ration, BPCL and ONGC have
participating interests in
multiple oil and gas projects
in Russia from which they
earndividends periodically.

ving dividends but have been
unable totransfer them outof
Russia since February 2022
due to the banking restric-
tionsinthe wake of the Ukrai-
ne war and the western sanc-
tions on Moscow.

Indian Oiland BPCL have si-
milar amounts of dividends
stuck in Russia, totalling $450
millionforthethree compani-
es, Rath said.

This is a “temporary pheno-
menon” and the company is
“very positive about invest-
ments in Russia”, he said, ad-
ding that the company is ex-
ploring legal, banking and go-
vernment-to-government op-
tions to get the dividends
back.

The production at Russian fi-

eldsin which Oil India hassta-
kes hasn't been affected by the
output cut decisions made by
the producer cartel OPEC+ of
which Russia isa key member,
Rathsaid.

0Qil India will primarily fo-
cus on domestic exploration

and production, said its chair-
man. Rising oil prices won't
change the company’s invest-
ment trajectory, he said.

A windfall tax since last ye-
ar has capped thecrudeprice
realisation for Indian state-
run producers. Crude oil is
currently trading above $92
per barrel.

0il India is planning to in-
vest 225,000 crore toreach its
net zero goal by 2040. Of this,
78,000 crore would go intoset-
tingupsecond-generation et-
hanol plants. The company is
targeting to significantly cut
its gas flaring to reduce its
carbon footprint. It plans to
lay a new pipeline and set up
compressors in isolated fi-
elds to transfer currently
unused gas to customers.
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Oil India to invest
T8K crin ethanol

mid India’s push for biofuels and the
A recent launch of the Global Biofuels

Alliance, state-run Qil India is looking at
investing around 38,000 crore inthe 2G
(second generation) ethanol space.

The consolidated investment would be
made by Oil India along with its subsidiary
Numaligarh Refinery Ltd, while the latter
would set up the plant.

Speaking to the media here, Oil India CMD
Ranjit Rath said underits 25,000 crore
investment plan to achieve net zero by 2040,
the company would invest in 2G ethanol, green
hydrogen, compressed bio gas (CBG) and solar
power projects.

“In 2G ethanol space, we are looking at an
investment of about 8,000 crore,” he said,
adding thatthe company hasalsoreceived
mandate for setting up about 25 CBG plants.

Further, in terms of solar power, the
company would set up a 640 MW solar power
plant in Assam and 150 MW solar plant in
Himachal Pradesh. STAFF WRITER
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Oil cos may tap stuck funds for Russia oil

Qil firms haven't been able to repatriate
dividend income. BLOOMBERG
ndian oil companies are exploring the
possibility of using close to $600 million
oftheir dividend income stranded in
Russia to buy oil from that country, officials
said on Thursday.
India’s top four oil companies—Indian
Oil Corporation (10C), Oil India Ltd, ONGC

Videsh Ltd and a unit of Bharat Petroleum
Corporation Ltd—haven't been able to
repatriate dividend income they accrue
from their investments in Russian oil and
gas fields. That money is lying in their bank
accounts in Russia but could notbe
brought to India due to tough Western
sanctions that followed Moscow’s invasion
of Ukraine.

Thisisata time when Russia has
emerged as the top crude oil supplier to
India, accounting for more than a third of
all purchases New Delhi makes from
overseas.

Officials said one of the options could be
to loan the money lying in Russian bank
accounts to entities buying oil. These
entities could repay the loan in India.

The entities that buy oil from Russia
include I0C and BPCL.

“We are studying legal and financial
implications of such amove,” an official
said. PTI
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OIL to invest 25K cr to achieve net zero emissions by 2040

SIMONTINI BHATTACHARJEE

NEW DELHI: In a bold move
toward combating climate
change, Oil India Ltd (OIL), a
prominent state-owned energy
company, has unveiled ambi-
tious plans to achieve net-zero
carbon emissions by 2040. This
commitment was confirmed by
the company’s Chairman, Ran-
jit Rath on Thursday here in the
national capital. OILs vision for
a greener future includes sub-
stantial investments in various
clean energy projects, renew-

generation capacity, reducing
gas flaring, constructing green
hydrogen plants, developing
biogas and ethanol facilities,
and commercialising stranded
gas resources. This integrated
move demonstrates OILs ded-
ication to making a signifi-
cant impact on India’s energy
landscape, which includes,
the Maharatna CPSE plans
to allocate around Rs 9,000
crore for the development of
1,800 megawatts of solar and
onshore wind energy projects,
furthering India’s renewable

able electricity g and
innovative Iechnologlcs.

To kickstart its transition
toward OilIndia

energy p ial. A subst:
tial Rs 3,000 crore investment
w:ll be directed towards a green

Ltd intends to invest a stagger-
ing Rs. 25,000 crore in clean
energy initiatives. These proj-
ects encompass the establish-
ment of renewable electricity

gen project, a pivotal step
toward clean energy adoption.
An investment of Rs 1,000 crore
will support CCUS projects,
aiding in the reduction of car-
bon emissions from industrial

processes.

Besides, ina bid to expedite
its net-zero commitment, OIL
is exploring ways to advance
the target to 2038. This proac-
tive approach underscores the
urgency of addressing climate
change. OIL is further plan-
ning to establish 640 megawatts
of solar projects in Assam and
an additional 150 megawatts in
Himachal Pradesh, contribut-
ing to the nation’s clean energy
portfolio.

‘The company aims to lay
an 80-kilometer pipeline, con-
necting natural gas fields in
Arunachal Pradesh to Assam.
This strategic move will help
replace polluting liquid fuels
in transportation and indus-
tries. OIL also intends to con-
vert some of its existing crude
oil pipelines to facilitate the
transportation of natural gas,

demonstrating adaptability
in aligning with clean energy

Oil India Ltd’s commit-
ment to sustainability mirrors
a broader trend in the Indian
energy sector. Other state-
owned entities,

the 4+ mission.” This expansion
will involve increased explo-
ration efforts and the deploy-
ment of advanced technologies
to maximise output from exist-

ing oil fields.
In terms of financial com-
ludi OIL has all da

Indian Oil Corporation (IOC)‘
ONGC, Bharat Petroleum Cor-
poration Ltd (BPCL), and GAIL
(India) Ltd, have also set their
sights on achieving net-zero
carbon Each has

capital expenditure of Rs. 7,500
crore for the current fiscal year,
a significant increase from the
previous year's Rs. 5,500 crore.

Rath reiterated OILS deter-

, saying, “We have
set for Ives an ambiti

articulated unique
and target dates ranging from
2038 to 2046.
Chairman Ranjit Rath
R )

target of lransforming into a
‘net-zero’ emission company
by 2040 through a rangc of

5
gro;nh ambitions, stalin‘g‘ “We
produced 3.2 million tonnes of
crude in 2022-23 and have set
an aspiration target of reach-
ing 3.8 million tonnes this year.
By 2024-25, we plan to achieve

25,000 crores are envnsaged
to be invested by 2040 in this
endeavour”

Inaddition, OIL is exploring
opportunities in green hydro-
gen and compressed biogas

production through its subsid-
iary, Numaligarh Refinery Ltd.
The company is also actively
seeking ways to recover divi-
dend income from its Russian
assets, navigating the complex
process of repatriating funds.

Despite the challenges
posed by the situation in Rus-
sia, Chairman Ranjit Rath
expressed confidence, stating,
“Otherwise, it is safely depos-
ited in an SBI bank in Moscow.
We are not concerned about
repatriation; for us, it’s a tem-
porary phenomenon. Other-
wise, it is yielding us dividends,
which are 80 per cent plus now,
so we are okay with that”

Oil India Ltd’s visionary
plans underscore the energy
industry’s commitment to sus-
tainable practices, positionin,
India as a leader in the glob:
fight against climate change.

15.9.2023
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Oil cos exploring to use stranded
$600 million to buy Russian oil

10C, a unit of BPCL, OIL and OVL — haven’t been able to repatriate
dividend income from investments in Russian oil & gas fields

OUR CORRESPONDENT

NEW DELHI: Indian oil com-
panies are exploring the pos-
sibility of using close to $600
million of their dividend
income stranded in Russia to
buy oil from that country, offi-
cials said on Thursday.

India’s top four oil compa-
nies — Indian Oil Corporation
(IOC), a unit of Bharat Petro-
leum Corporation Ltd (BPCL),
Oil India Ltd (OIL) and ONGC
Videsh Ltd (OVL) — haven't
been able to repatriate dividend
income they accrue from their
investments in Russian oil and
gas fields. That money is lying
in their bank accounts in Rus-
sia but could not be brought
to India due to tough Western
sanctions that followed Mos-
cow’s invasion of Ukraine.

This is at a time when Rus-
sia has emerged as the top crude
oil supplier to India, accounting
for more than a third of all pur-
chases New Delhi makes from
overseas.

Officials said one of the
options could be to loan the
money lying in Russian bank
accounts to entities buying oil.
These entities could repay the
loan in India.

The entities that buy oil from

Russia include IOC and BPCL.

“We are studying legal and
financial implications of such
a move,” an official said. “We
are mindful of the sanctions
¢t Ao anething
tto do anything
that may in any way attractany
breach

Indian state oil firms have
invested $5.46 billion in buying
stakes in four different assets in
Russia. These include a 49.9 per
cent stake in the Vankorneft oil
and gas field and another 29.9
per cent in the TAAS-Yuryakh
Neftegazodobycha fields. They
get dividends on profits made
by the operating consortium
from selling oil and gas pro-
duced from the fields.

Soon after Russia’s invasion
of Ukraine in February last year,
several major Russian banks

were banned from the Soci-
ety for Worldwide Interbank
Financial Telecommunication
(SWIFT) financial transaction
processing system, constricting

Mascau's abilite ¢to accass tha

Moscow’s ability to access the
global payments system.

Also, the Russian govern-
ment has put restrictions on
the repatriation of dollars from
that country to check volatility
in foreign exchange rates.

This led to a situation of div-
idend money getting stranded
in Russia.

ONGC Videsh Ltd (OVL),
the overseas arm of state-owned
Oil and Natural Gas Corpo-
ration (ONGC), holds a 26
per cent stake in Suzunskoye,
Tagulskoye and Lodochnoye
fields -- collectively known as
the Vankor cluster in the north-

eastern part of the West Siberia.

Indian Oil Corp (I0C), Oil
India Ltd (OIL) and Bharat
PetroResources Ltd (a unit of
Bharat Petroleum Corp Ltd or
BPCL) hold another 23.9 per
cent in the same project. Rus-
sia’s Rosneft is the operator with
50.1 per cent interest.

The consortium of OIL, IOC
and Bharat PetroResources has
a29.9 per cent stake in TAAS-
Yuryakh Neftegazodobycha.

Separately, OIL chairman
and managing director Ranjit
Rath said about $150 million of
dividend income of OIL is lying
in bank accounts in Russia.

The total for its consortium

IO and BDDRT includad) is
100 and BPRL inGudeq) is

4
\
about $450 million, he said.

OVL has another $130 mil-
lion of dividend income.

“We see this has a tempo-
rary phenomenon,” Rath said.
“We are working at three levels
-- exploring legal options, ana-
lysing banking challenges and
using government-to-govern-
ment to negotiations.”

He, however, refused to
elaborate. Other officials said
the o‘i)tions being explored
includes using the stranded
money to buy oil.

“IOC as well as BPCL
alrcady are big buyers of Rus-

sian oil and perhaps they can
use that money to buy oil,” an
official said. “Legal and financial
issues in doing so are currently
being studied.”

Another official said a solu-
tion is likely to emerge in 2-3
months’ time.

The dividend is lying with
the Commercial Indo Bank LLC
(CIBL), which was a joint ven-
ture of the State Bank of India
and Canara Bank. Canara Bank
in March sold its 40 per cent
stake in CIBL to SBL

The dividend from TAAS
was paid on a quarterly basis,
while Vankornefts earnings
were paid half-yearl

2

Grras ava lasle
are 100K~
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ing at options of how to repa-
triate the money from Russia,
Rath said.

All dividend income prior
to the Ukraine war was repa-
triated but the one that accrued
after that is stuck.

The operations of the fields
have not been impacted and
they continue to produce as
normal, he added.

OVL also has a 20 per cent
stake in the Sakhalin-1 oil and
gas field in Far East Russia,
and in 2009 acquired Impe-
rial Energy, which has fields in
Siberia, for $2.1 billion.
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O1l India to invest 325,000
crore for net zero by 2040

PTI B NEW DELHI

tate-owned Oil India Ltd

plans to invest Rs 25,000
crore in clean energy projects
that will help it achieve a net
zero carbon emission goal by
2040, its chairman Ranjit Rath
said on Thursday.

OIL's net zero plan
includes a combination of cut-
ting down the flaring of gas and
commercialisation of stranded
gas as well as setting up renew-
able electricity generation
capacity, building green hydro-
Ecn plants and constructing

iogas and ethanol plants.

The company plans to lay
an 80-kilometer pipeline to
bring natural gas from fields in
Arunachal Pradesh to Assam to
help replace polluting liquid
fuels in transport as well as
industries, he told a news con-
ference.

It is also looking to convert
some of the pipelines original-
ly built to transport cru‘i' oil,
to help flow gas, he said.

“Our Rs 25,000 crore com-
mitment is for for array of
activities including green
hydrogen, compressed biogas
plants, renewable portfolio.
Geothermal energy. zero flar-

ing initiative, CCUS projects,
and 2G ethanol plants,” he
said.

OIL plans to invest about
Rs 9,000 crore in setting up
1,800 megawatts of solar and
onshore wind energy projects
and Rs 3,000 crore in a green
hydrogen project. Besides, Rs
1,000 crore would be invested
in carbon capture, utilisation
and storage (CCUS) projects.

It already has firmed up
plans for 640 MW of solar pro-
jects in Assam and another 150
MW in Himachal Pradesh, he
said.

“We are looking at ways to
advance the net zero target to
2038,” he said.

OIL joins fellow state-
owned firms who are investing
billions of dollars to help India

as a nation achieve net zero by
2070.

Indian Oil Corporation
(IOC), the nation’s biggest oil
firm, is targeting net zero by
2046 while oil and gas producer
ONGC has announced Rs 2
lakh crore investment to
achieve the same goal by 2038.

Bharat Petroleum
Corporation Ltd (BPCL) and
gas utility GAIL (India) Ltd too
are targeting 2040 to achieve
net zero Cill'bOl'l emissions fl'Ol'l'l.
their operations while
Hindustan Petroleum
Corporation Ltd (HPCL) wants
to do so by 2046.

Rath said OIL is working
on a 4+ mission of raising
crude oil production to over 4
million tonnes and gas output
to 5 billion cubic metres.



FINANCIAL EXPRESS, Delhi, 15.9.2023

Page No. 3, Size:(7.91)cms X (11.62)cms.

PSUs look to use stuck
$600 mn for Russian ol

SUKALP SHARMA
New Delhi, Septemnber 14

PUBLIC SECTOR OIL compa-
nies want the stuck dividend
income from their Russian
investments, which is piling up
in theirbank accountsin that
country,tobeusedforIndia’s oil
purchasesfrom Moscowand are
exploring legal options to that
end, sourceswith direct knowl-
edge of themattersaid.

Nearly 5600 million in divi-
dend payments to ONGC
Videsh (OVL), Oil India (OIL),
Indian Oil Corporation (IOCL})
and Bharat Petroleum Corpora-
tion (BPCL) arm Bharat
PetroResourcesisstuckinbank
accounts of these firms in Rus-
siaowingto payment channel-
related restrictions in theafter-
math of Russia’s February 2022
invasion of Ukraine.

The issue has been taken up
bythe Indian companies with
their Russian partners over the
past fewmonths.[thasalsofea-
tured in government-to-gov-
emment discussions between
New Delhi and Moscow.

Russia is currently India's
biggest source of crude oil. In
July alone, Ind ia's Russian oil
imports were valued at $3.37
billion, as per data from the
Directorate General of Com-
mercial Intelligence and Sta-
tistics.

“The most practical and
viable option would be to use
that money to partly pay for oil
being bought from Russia. But

PSU INVESTMENTS IN RUSSIA

st e AT
20%
in Sakhalin-1 project

inVankor project

Estimated dividend stuck

BRCL arm Bharat PatroRasources®

23.9%
share inWankor project

- 29.9%

i inTaas-Yuryakh project

Estimated dividend stuck

there are many financial and
legal complexities. Wearework-
ingon those tofinda solution,”a
senior official with one of the
domestic oil companies said,
requesting anonymity. Using
the money directly to adjust
against oil dues might not be
feasible as itwould be fraught
with challenges related totaxa-
tion,accounting and interna-
tional tax jurisdictions, and
Indian oil companies would not
want to be in breach of Western
sanctions against Moscow.
One of theways for utilising
the stranded money for pay-
ments could be to lend it to
Indian refiners buying Russian
oil, the official said. The refiners
could use the money lying in

Russia to partly pay for their oil |

purchases, and then repay the
loanin India. Publicsector refin-
ers I0C and BPCL are already
among the Indian oil companies

with investments in Bussia.

OVL, the overseas invest-
ment armof Oil and Natural Gas
Corporation (ONGC), holds a
208 stake in the Sakhalin-1
project and 26% in the Vankor
project. The consortiumof 10C,
OIL,and Bharat PetroResources
(BPRL) has 23.9% share in
Vankor and 29.9% in the Taas-
Yuryakh project. Around 5450
million of the stranded divi-
dends belong to the consortium
of 10C, OIL, and BPRL. Around
5150 million in dividends

belongingto OVLarealsostuck.

The bank in Russia where
the money is parked is under-
stood to be Commercial [ndo
Bank (CIBL).

BEV
USERS OF FRAUDULENT CER]
QUALITY

It has come to our notice that fraudalent
the lnen and/ne mark of the nrdanizats
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PSUs look to buy oil with
$600mn stuck in Russia

Dividend Can’t Be Transferred Due To Bank Curbs

Times News NETWORK

New Delhi: India’s state-
run oil companies are ex-
amining the option of utili-
singabout $600 million divi-
dend income from invest-
ments in Russia to buy Rus-
sian oil, as they are unable
bring the money home due
to western banking curbs
on Moscow.

“We are examining legal
and financial implications
of options to utilise the
stranded money. We are
mindful of thesanctionsand
do not want to do anything
that may in any way amount
toabreach,” anofficial inthe
know said on Thursday.

Oneof theoptionsistolo-
an the money lying in Russi-
an bank accounts to entities
buying oil. These entities co-
uld repay the loan in India.
IndianOil and Bharat Petro-
leum —both publicsector re-
finer-fuel retailers — are

OIL unveils 725,000cr net zero roadmap

New Delhi: Oil India, the second-largest state-run explorer,
planstoinvest Rs 25,000 crore inclean energy projects with the
aim of achieving net-zero status by 2040, company chairman
Ranjit Rath said on Thursday. The net zero strategy is based on
acombination of reducing gas flaring, commercially exploiting
stranded gas, building green power generation & hydrogen
capacities as well as setting up biogas and ethanol plants. n

among the largest Indian bu-
yersof Russian crude.

The loan option aims to
capitalise on Russia beco-
ming India’s top oil supplier
after the Ukraine conflict.
Indian refiners began lap-
ping up Russian crude at dis-
counts as the sanctions ma-
de those barrels too hot to
handlefor Americanand Eu-
ropean buyers.

IndianOil, Oil India and
ONGC Videsh have inves-
ted nearly $5.5 billion in bu-
ying 49.9% stake in Vankor
and another 29.9% in Tas-
Yuryvakh fields in Siberia.

In addition, ONGC Videsh
also has a 20% stake in Sak-
halin-Iproject, whichithad
acquired in 2001.

None of these compani-
es have been able to repatri-
ate to India dividends on
profits from those invest-
ments since the Ukraine
conflict. The money islying
in their accounts in Russia.
Initially, the thinking was
to use the money for mee-
ting local expenses and
cash calls. But with the
amount rising as the con-
flict drags on, they are now
looking at other options.
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PSUs look to buy oil with
$600mn stuck in Russia

Times News NETWORK

OIL unveils 25k cr net zero road map

New Delhi: India’s state- ey pelhi: Ol India, the country’s second-largest state-run

run oil companies are ex-
amining the option of utili-
sing about $600 million divi-
dend income from invest-
ments in Russia to buy Rus-
sian oil as they are unable
bring the money home due
to western banking curbs
on Moscow. “We are exami-
ning legal and financial im-
plications of options to ut-
ilise the stranded money. We
aremindful of thesanctions
and do not want to do anyt-
hing that may in any way
amount to a breach,” one of-
ficial in the know said on
Thursday.

One of the options on the
table is to loan the money ly-
ing in Russian bank accounts
to entities buyving oil. These
entities could repay the loan
in India. IndianOil and Bha-
rat Petroleum, both public
sector refiner-fuel retailers,
are among the largest Indian
buyers of Russian crude.

The loan option aims to
capitalise on Russia beco-

explorer, plans toinvest Rs 25,000 crore in clean energy
projects with the aim of achieving net-zero status by 2040,
company chairman Ranjit Rath said on Thursday. The net zero
strategy is based on a combination of reducing gas flaring,
commercially exploit stranded gas as well as building green
power generation and green hydrogen capacities as well as
setting up biogas and ethanol plants. tnn

mingIndia’s top oil supplier
after the Ukraine conflict.
Indian refiners began lap-
ping up Russian crude at
discounts as the sanctions
made those barrels too hot
to handle for US and Euro-
pean buyers.

IndianOil, a Bharat Pet-
roleumsubsidiary, OilIndia

and ONGC Videsh have in-

vested nearly $5.5 billion in
buying 49.9% stake in Van-
kor and another 29.9% in
Tas-Yuryakh fields in Sibe-
ria. In addition, ONGC Vi-
desh also has 20% stake in
Sakhalin-I project, which it
had acquired in 2001.

None of these companies
have beenable to repatriate to

India dividends on profits
from those investments since
the Ukraine conflict. The mo-
ney is lying on their accounts
in Russia. Initially, the thin-
king was to use the money for
meeting local expenses and
cash calls. But with the amo-
unt rising as the conflict
drags on, they are now loo-
king at other options.

Russia was removed
from SWIFT, the platform
for settling international
banking transactions, after
Moscow sent troops into Uk-
raine in February 2022. Mo-
scow in turn put restric-
tions on dollar repatriation
from Russia to check volati-
lity Rouble exchange rates.



BPCL plans 49,

PM lays foundation
stone of Bina refinery,
petchem complex

MANISH GUPTA
New Delhi, September 14

PRIME MINISTER NARENDRA
Modi on Thursday laid the founda-
tion stone ofa petrochemical com-
plex and refinery expansion project
at Bharat Petroleum’s (BPCL) Bina
refineryin Madhya Pradesh.

The refinerywill bedeveloped at
a cost of about 49,000 crore,and
will produce about 1,200 kilotonne
per annum of ethylene and propy-
lene,which are components forsec-
tors like textiles, packaging and
pharma.

This will reduce the country’s
import dependence and will be a
step towards fulfilling the PM’s
vision of ‘Aatmanirbhar Bharat | the
ministry of petroleum and natural
gas said in a statement.

“ft is our continuous effort that
Madhya Pradesh reaches new
heights of development, the life of
every family in Madhya Pradesh
becomes easy and every home
brings prosperity,"Modisaid,as per
the statement.

The megaprojectwillalso create
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Prime Minister Marendra Modi at a ceremony to lay foundation
stones for the Bina refinery project and 10 other industrial projects,
in Bina, Madhya Pradesh, on Thursday PTI

employment opportunities and
spur the development of down-
stream industries inthe petroleum
sectorin the state,whichis heading
forassemblyelectionslate thisyear.

Modi said the petrochemical
complexis aimed at self-reliancein
the petrochemical industry. He
emphasised the crucial role of
petrochemicalsinthe production of
pipes, paint, car parts, packaging
material and medical and agricul-

tural equipment, amongothers.

Petroleum and natural gas min-
ister Hardeep Singh Puri said the
complex will promote several
downstream units in plastic and
packaging material andotheritems
of domestic and industrial use.

Globally,Indiaranks sixth in the
field of petrochemicals with a mar-
ket potential of about ¥15.58 tril-
lion, likely to reach ¥82 trillion by
2040, the ministry said.

000-cr project in MP

Modialsolaid foundation stones
for 10 projects including the Power
and Renewable Energy Manufac-
turing Zone in Narmadapuram,
Mega Industrial Parkin Ratlam, two
IT parks in Indore, and six new
industrial areas across the state.
Altogether, the PM launched pro-
jects worth over ¥50,700 crore.

Modi said the Centreis spending
50,000 crore on these projects,
which is more than the budget of
many states. “This indicates the
enormity of our resolutions for
Madhya Pradesh,” he added.

The Power and Renewable
EnergyManufacturing Zone in Nar-
madapuram will be developed ata
cost of morethan ¥460 crore.The T
parks in Indorewill be built at a cost
ofabout ¥5 50 crore, the Prime Min-
ister’s Office said ina note.

The Mega Industrial Park in Rat-
lamwill be built formorethan 460
crore. Connected to the Delhi-
MumbaiExpressway,itis envisaged
tobecome a major hub for textile,
automobile and pharmaceutical
sectors.

To promote balanced regional
development, six new industrial
areas will also be developed at Sha-
japur, Guna, Mauganj,Agar Malwa,
Narmadapuram and Maksiin Mad-
hva Pradesh ata cumulative costof
about ¥ 310 crore.
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Fuel for thought

Mr Gadkari's statement reflects a valid policy concern

oad Transport and Highways Minister Nitin Gadkari sent automobile

stocks into a tailspin when he suggested that the government might

increase goods and services tax (GST) on diesel vehicles by 10 percentage

oints, only to retract the statement 90 minutes later on X. Clearly, senior

ministers should be more careful while speaking in public. But more serious thought

should be applied to the intent behind Mr Gadkari’s statement. Speaking at the

Society of Indian Automobile Manufacturers (Siam), he pointed out that the auto-

mobile industry must reduce the production of high-carbon-emitting vehicles.

“Say goodbye to diesel... Please stop making them, otherwise we will just increase

the tax so much that it would become difficult to sell diesel cars,” he said. But if

auto-stock investors panicked, manufacturers should not have, not least because

the taxation option on diesel cars or pump prices has reached its limits. Nevertheless,

the policy direction towards dis-incentivising the traditional consumer preference
for diesel vehicles has been clear for some years.

First, the government has imposed the highest GST rate of 28 per cent on
cars, both diesel and petrol. Further, sports utility vehicles (SUVs), mostly diesel-
guzzling and a favourite of India’s middle class, attract an additional 22 per
cent cess, taking the total tax on a vehicle up to 50 per cent. Second, the gov-
ernment’s early attempts at fuel price reform have narrowed the differential
between diesel and petrol prices from 16.78 a litre in April 2014 (for Delhi, the
country’s largest car market) to 7.1 per litre. The upshot has been a shrinking
share of diesel car sales from 48 per cent to about 20 per cent today. Third,
three months ago, a committee under the Ministry of Petroleum and Natural
Gas had recommended a ban on diesel four-wheelers in cities with a population
of more than one million. There is no indication yet that the government has
accepted this recommendation, but it aligns with its policy thrust. Indeed,
several vehicle majors in India read the tea leaves soon after the Bharat Stage-
VI emission norms were mandated in April 2020 and announced that they
would stop manufacturing diesel vehicles, including India’s largest car maker
Maruti, Hyundai and Honda.

India is the world’s third-largest emitter of carbon dioxide and the road sector
accounts for the bulk of those emissions. Diesel engines emit more fine particles
and air pollutants than petrol variants, though research & development efforts
have been made to reduce these harmful emissions. So the broader step to encourage
the transport sector —including freight — to move away from fossil fuels to biofuels
or electric options (Which are admittedly still limited for trucks) must be considered
unexceptionable. Accelerating this trend may require reorienting electric-vehicle
subsidies to consumers rather than manufacturers and recalibrating green energy
policies to reduce the paradoxical dependence on thermal energy to power the
green-energy revolution. In short, India needs a more coordinated and universal
energy policy to make the kind of meaningful transition to clean transport solutions
for which Mr Gadkari manifestly hopes.
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Govt moves
HC against

order in RIL
gas dispute

Privanka Gawandle
pri-yan_kagawanaé@_live mint.com
MUMBAI

he Centre on Thursday
T fileda petition challeng-

ing a Delhi high court
order in favour of Reliance
Industries Ltd (RIL) regarding
a gas dispute in the Krishna
Godavari Basin.

The court has asked RIL to
filearesponse, acounsel aware
of the matter said. A division
bench of the Delhi high court
has agreed to hear the matter
onl2 February.

The dispute began in 2013,
when state-owned Oil and
Natural Gas Corp. (ONGC) Ltd
wrote to the director general
of hydrocarbons, alleging
there was evidence of ‘lateral
continuity’ of gas pools
between the Reliance block
and the adjacent blocks allo-
cated to ONGC. This meant
that the gas pools of the Reli-
ance block and the ONGC
blocks appeared to be con-
nected with possible migra-
tion of gas between the two
blocks.

After an independent con-
sultant verified the claim, the
ministry sought $1.55 billion
from RIL. The company went
forarbitration, resultinginan
order favouring it in 2018. In
May, while upholding the
arbitral tribunal’s 2018 order,
an high court bench led by
Justice Anup Jairam Bhamb-
hani had said: “...the view
taken by the arbitral tribunal
is most certainly a possible
view which calls for no inter-
ference.”
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Firms explore using stranded USD 600 million to buy Russian oil

PTI M NEW DELHI

Indmn oil companies are
exploring the possibility of
using close to USD 600 million
of their dividend income
stranded in Russia to buy oil
from that country, officials
said on Thursday.

India’s top four oil com-
panies — Indian Oil
Corporation (10C), a unit of
Bharat Petroleum Corporation
Ltd, Oil India Lid and ONGC
Videsh Ltd — haven't been able
to repatriate dividend income
they accrue from their invest-
ments in Russian oil and gas
fields. That money is lying in
their bank accounts in Russia
but could not be brought to
India due to tough Western
sanctions that followed

Moscow’s invasion of Ukraine.
This is at a time when
Russia has emerged as the top
crude oil supplier to India,
accounting for more than a
third of all purchases New
Delhi makes from overseas.

Officials said one of the
options could be to loan the
money lying in Russian bank
accounts to entities buying oil.
These entities could repay the
loan in India.

The entities that buy oil
from Russia include 10C and
BPCL.

“We are studying legal and
financial implications of such
a move,” an official said. “We
are mindful of the sanctions
and do not want to do anything
that may in any way attract any

breach.

- 2, : .
get dividends on profits ma
by the operating consortium
from selling oil and gas pro-
duced from the fields.

Soon after Russia’s inva-
sion of Ukraine in February last
year, several major Russian
banks were banned from the
Worldwide

Indian state oil firms have
invested USD 5.46 billion in
buying stakes in four
assets in Russia. These include
a 49.9 per cent stake in the
Vankomneft oil and gas field and
another 29.9 per cent in the
TAAS-Yuryakh
Neftegazodobycha fields. They

Society for

Interbank Financial
Telecommunication (SWIFT)
financial transaction processing
system, constricting Moscow’s
ability to access the global pay-
ments system.

Also, the Russian govern-
ment has put restrictions on the
repatriation of dollars from
that country to check volatili-
ty in foreign exchange rates.

This led to a situation of
dividend money getting strand-
ed in Russia. ONGC Videsh
Ltd (OVL), the overseas arm of
state-owned Oil and Natural
Gas Corporation (ONGC),
holds a 26 per cent stake in
Suzunskoye, Tagulskoye and
Lodochnoye fields — collec-
tively known as the Vankor
cluster in the north-eastern
part of the West Siberia.

Indian Oil Corp (10C),
Oil India Ltd (OIL) and Bharat
PetroResources Ltd (a unit of
Bharat Petroleum Corp Lid or
BPCL) hold another 23.9 per
cent in the same project.
Russia’s Rosneft is the operator
with 50.1 per cent interest.

The consortium of OIL,
10C and Bharat
PetroResources has a 29.9 per
cent stake in TAAS-Yuryakh
Neftegazodobycha.

Separately, OIL chairman
and managing director Ranjit
Rath said about USD 150 mil-
lion of dividend income of
OIL is lying in bank accounts
in Russia,

The total for its consor-
tium (IOC and BPRL included)
is about USD 450 million, he
said.
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Higher crude to hurt
key macro numbers

PRIYANSH VERMA
New Delhi, September 14

WITHTHEAYERAGE price of Indian basket
of crudelikelytosignificantly overshootthe
budgetary projection of $85 /barrel, official
estimates of key macroeconomic numbers
may go awry. The impact will be higher for
the current account and “imported infla-
tion"while implications for the estimated

budget deficits would

belimited.
WPl in The relentless rise
deflation in the brent crude pri-
e again ces,which crossed $93-
g ey Lo a-barrel mark for first
W PAGE2 timein 202 3 onThurs-

day, if sustained thro-
ughMarch 2024, the current account deficit
(CAD) could end up being significantly
higher than level analysts expected earlier.

As a fraction of the gross domestic
product (GDP), the CAD for FY24 might
cross 2%, even crude averages at $ 95 /bar-
rel intheyear. The CAD would still remain
under control, as a contraction in exports
may continue to be accompanied by an
equally sharp fall in imports.

However, if imports of other com-
modities like edible oils and coal, besides
capital equipment for an industry on the
cusp of an investment cycle turn to be
buoyant, the merchandise trade deficit

OILIS NOTWELL

Macro numbers for FY24 at different
levels of crude prices

CADFY24

$30 §$95

Source: IDFC FIRST Bank
Ecanomic Research

CPIFY24

$85 $90 $95 $100

Source: FE Research

could widen, causing significant pressure
on thecurrent account.Costlier crude will
impact inflationary pressures, in terms of
imported inflation. However, the effect
would be muted, as pass-through of the
spike to retail level may not materialise.

Continuved on Page 10
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Higher crude
to hurt key
macro

numbers

HOWEVER, AS CRUDE is not
only linked to pump prices of
auto fuels but also to naptha,
gas other industrial feeds, its
price rise will also affect a
broad range of products in
the petrochem-to-plastics
value chain, fertilisers like
urea, metals and so forth.
Indiaimports 20%of its urea
requirement, and since the
prices of this commonly used
fertiliser at the retail levels
are fixed, higher costs could
jack up the fertiliser subsidy.
India’s CAD fell sharply to
0.2% of GDPin Q4FY2 4 from
2% in the previous quarter
and 1.6% in the year-ago
period, thanks to a steep
sequential reduction in mer-
chandise trade deficit and
buoyant services exports. The
key external deficit, which
expanded to a worrisome
4.4% in the second quarter of
last fiscal, has since moder-
ated, primarily because mer-
chandise imports too began
contracting since December,
somewhat counterbalancing
the contraction in outbound
shipments.

Goods trade deficit stood at
an elevated $57.6 billion in
the April-June quarter, and at
$20.67 billion in July.

The WPI inflation data
released on Thursday already
showed rising price pressures
of petroleum products. The
inflation of fuel and powerrose
to (-)6,03% in August from (-
}12.79%in July, and sequen-
tially the index rose by 3.0%,
“Fuel and power inflation
came in at (-) 6% y-o-y,
almost half of what it was in
July. However, higher global
oil pricesat $$91/bblin Sep-
tember should impart
upward pressure in coming
months,” ICIC] Bank econo-
mists said in a research
report.“While retail inflation
may be insulated because of
no change in pump prices,
non-controlled prices should
have a pass-through on
domestic margins and infla-
tion,"they added.

The Reserve Bank of India has
projected the Consumer Price
Index inflation to average
5.4%in 2023-24, For its pro-
jection, the central bank has
assumed the price of India's
crude oil basket to average
$85in FY24.The Indian bas-
ket of crude oil representsa
derived numeraire compris-
ing sour grade (Oman and
Dubai average) and sweet
grade (Brent) crude oil.
According to RBI's Monetary

Policy Report for April, every
10% increase in crude oil
price above the baseline
pushes CPI inflation by 30
basis points. Based on the
data, FE has projected CPI
inflationfor FY2 4 indifferent
scenarios (see chart).

As 85% of India's domestic
crude oil consumption needs
is met through imports, sus-
tained price rise may effect
the country's current account
deficit. “India  heavily
depends on the import of
crude oil to meet its needs,
higher crude oil prices can
lead to a higher import bill.
This will negatively impact
the trade balance as India will
have topaymaore for the same
quantity of crude oil," said
Nirpendra Yadav, Senior
Commodity Research ana-
lyst, Swastika Investmart.
Icra's senior vice president
Prashant Vasisht has pro-
jected crude oil price to stay
between $85 and $95 in Sep-
tember-March.

Economists at IDFC FIRST
Bank have projected CAD in
the current fiscal year based
ondifferent crude oil projec-
tions. In FY22, the country's
CAD was 2% of the GDP.
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Why Saudi Arabia matters

The relationship between New Delhi and Riyadh has been improving steadily. Saudi Arabia is a critical
partner, and India is not wasting any opportunity to engage Crown Prince MBS, the country’s de facto ruler

SHUBHAJT Roy

IN HIS book MBS: The Rise to Power of
Mohammed bin Salman, journalist Ben
Hubbard described the Saudi Crown Prince
as “one of the mostdynamicand scrutinised
leadersin the world.., praised by supporters
as a..game-changer and dismissed by foes
asa brutal dictator in the making...",

Prince Mohammed visited New Delhi
over the weekend for the G20 Leaders'
Summit, where he, along with Prime
Minister Narendra Modi and President Joe
Biden, announced the India-Middle East-
Europe Economic Corridor, a massive infra-
structure project that would connect India
to Europe via West Asia, and could rival
China's Belt and Road Initiagve.

MBS stayed back after the Summit fora
State Visit,and co-chaired with Modi thefirst
meeting of the India-Saudi Arabia Strategic
Partership Council. The twosides signed
eight agreements, including on upgrading
their hydrocarbon energy partnership toa
comprehensive energy partnership for re-
newable, petroleum and strategic reserves,
and tocreate a joint tas k force for $100 billion
inSaudi investment. They also discussed the
possibility of trading in local currendes, and
expediting ne gotiations fora free trade agree-
mentbetween India and the GulfCooperation
Coundil of which Saudi Arabia is a member.

PM Modi described Saudi Arabia asone of
India's mostimportant strategic partners,

Old ties, getting stronger

The two countries established diplomatic
relations in 1947, and Indian officials say they
have always enjoyed cordial and friendly re-
lations that reflect their socio-cultural and
economic ties going back centuries.

The visit of King Abdullah to India in
January 2006 was a watershed moment in
the relationship. The royal visit resulted in
the signing of the Delhi Dedaration, which
was followed in 2010 by the Riyadh Dedar-
ation that elevated bilateral ties to a strate-
gic partnership,

Prime Minister Modi's visit to Rivadh in
April 2016 captured the spirit of enhanced
cooperation inthe political, economic, secu-
rity, and defence realms. King Salman con-
ferred on the Prime Minister the kingdom's
highest dvilian honour, the King Abdulaziz
Sash, indicating the importance Saudi Arabia
attached to its relationship with India,

Thevisitef Crown Prince Mohammed to
India in February 2019 took this momen tum
further. It was announced that the kingdom
would invest approximately $100billion in
India, and six MoUs/ Agreements were

PM Narendra Modi and Saudi Arabia’s Crown Prince Mohammed bin Salman
AlSaud at the first meeting of the India-Saudi Arabia Strategic Partnership
Council, at Hyderabad House, New Delhi, on Monday. rii

signed inarange of fields. Anagreementwas
also signed to pave the way for Saudi Arabia
to join the Intemational Solar Alliance (ISA)
launched by the Prime Minister.

Modi visited Rivadh againin October
2019. The Strategic Partnership Coundl {(SPC)
Agreement was signed during the visit,
which established a high-level council to
steer the Indo-Saudi relationship. The SPC
has separate subcommittees on Political,
Security, Sodal and Cultural Cooperation, and
on Economy and Investments. Twelve pacts
were signed during the PM's visit,

Four pillars of the relationship

For India, there are four key elements of
the strategic ties with Saudi Arabia.

ECONOMIC TIES: Indiais Saudi Arabia's
second largest trade partner; Saudi Arabiais
India’s fourth largest trade partner. Bilateral
trade in FY2022-23 was valued at $52.76 bil-
lion. Trade with Saudi Arabia accounted for
4.53% of India's total trade in FY23.The joint
statemnent issued during MBS's visit said,
“Both sides praised the burgeoning trade ties
and noted that bilateral trade has increased
to more than US$52 billion in 2022-23,
markinga growth of more than 23%."

As of January 2022, there were 2,783
Indian companies registered as joint ven-
tures| 1008 ownedentities with investme nts
waorth approximately 32 billion in the king-
dom. Indian companies and corporate
groups such as L&T, Tata, Wipro, TCS, TCIL,
and Shapoorji Pallonji have established a
strong presence inSaudiArabia.

Saudi direct investments in India
amounted to $3.15billion {as of March 2022),
Among the major investors are Aramco,
SABIC, Zamil, e-holidays, and the Al Batterjee
Group, Saudi Arabia's Public Investment
Fund (PIF) has invested in several Indian
startups such as Delhivery, FirstCry, Grofers,
Ola, OYO, Paytm, and PolicyBazaar through
SoftBank Vision Fund,

In June 2020, PIFannounced an investment

of $149 billion (2.32% stake) in Reliance
Industries’ Jio Platforms, and in November
2020, an investment of $1.3 billion (2 .04%
stake) in Reliance Retail Ventures Ltd. In May
2020, Saudi Agricultural and Livestock
Investment Company ( SALIC) acquired a
29971% stake in Daawat Foods Ltd withanin-
vestment of $17.23 million. In July 2021, PIFin-
westedinindia-based healthtech Healthifyme's
$75 million Series C funding round.
Amongthe major proposed investments
is the $44 billion West Coast Refinery &
Petrochemicals Project in Maharashtra,
whichis being jointly built by Saudi Aram o,
Abu Dhabi National Dil Company, and an
Indian consertium that includes Indian Oil
Corporation, Hindustan Petroleum Corp-
oration, and Bharat Petroleum Corporation.
ENERGY COOPERATION: Saudi Arabia
is a key partner for ensuring India's energy
security, and was its third largest crude and
petroleumn products source for FY23. India
imported 39.5 million metric tonnes (MMT)
of arude from the country in FY23, amount-
ing to 16,7% of India's total crude imports.
India's LPG imports from Saudi Arabia
stood at 7.85 MMT, and 11.2% of its total pe-
troleumn productimports, in FY 23,
DEFENCE PARTNERSHIP: The defence
partnership has witnessed tremendous
growth in recent years. Then Army Chief
General Manoj Mukund Naravane made a
landmark visit to Saudiin December 2020.
There is extensive naval cooperation be-
tween India and Saudi Arabia, and two edi-
tions of the bilateral naval exerase, Al Mohed
al Hindi, have been concluded so far. Both
sides also cooperate closely in the domain of
defence industries and capacity-building.
On defence ties, the joint statement said
that the two sides commended their deep-
ening cooperation, and agreed to continue
work including joint exercises, training and
high-level visits, and to“consider possibilities
of jointdevelopment and production of
defence equipment”,

INDIANS IN SAUDI: The Indian commu-
nity in the kingdom is more than 2.4 million
strong, widely respected forits contributionto
the development of Saudi Arabia, andseen as
aliving bridge between the twocountries. The
joint statement said the Indian side thanked
the Saudi side for taking excellent care of the
Indiandias pora, supporting theevacuation of
Indian nationals stranded in Sudan through
Jeddah underOperation Kaven, and for facili-
tating Indian Hajj and Umrah pilgnms.

The importance of MBS

After being named Prime Minister, a post
traditionally held by the King, Crown Prince
Mohammed bin Salman has consclidated
his power. At age 38, he is Saudi Arabia's de
facto ruler, and has been first in line to suc-
ceed his ailing father as King since 2017,

Through his Vision 2030, MBS has posi-
tionedhimselfas Saudi Arabia's reformer-in-
chief. He has ensured significant changes in
the country's ultra-conservative society,
where women have got the ight todrive, and
where cinemas have been opened, foreign
tourists are welcomed, and pop stars and
high-profile sports matches have beenhosted

But he has a reputation for being ruthless
with critics— he has beenaccused by US intel-
ligenceofhaving ordered the killingofthedis-
sident journalist Jamal Khashoggiin2018, an
allegationthat the Saudis have denied. In 2017,
Saudi authoritie sdetained about200 princes
and businessmen in Riyadh's Ritz-Cariton ho-
tel ina sweeping anti-corruption arackdown.

MBS hasengaged with China, heis moving
towards rapproche ment with Iranand lsrael,
andis also now consolidating the Saudi part-
nershipwiththe US, India, and Europe, Riyadh
still helps Pakistan with economic aid, even
while strategically engaging with New Delhi,

India and Saudi Arabia have stressed the
importance of strengtheéning security coop-
eration in the field of combating terrorism
and its financing. “Both sides emphasized
that terrorism, in all its forms, remains one
of the gravest threats to humanity. They
agreed that there cannotbe any justification
forany act of terror for any reason whatso-
ever. They rejected any attempt to link ter-
rorism to any particular race, religion or cul-
ture, Both sides called on all States to reject
the use of terrorism against othercountries,
dismantie terrarism infrastructure where it
exists and bring perpetrators of terrorism to
Jjustice swiftly," the joint statement said.

The statement also “stressed the impor-
tance of achieving security and stability in
Afghanistan and forming an inclusive gov-
eernment that repre sents all spectrums ofthe
Afghan people, and not allowing Afghanistan
1o be used as a platform or safe haven forter-
roristand extremist groups”,

"He isdetermined to give Saudis a shining,
prosperousfuture, and exercisesan unflinch-
ingwillingness tocrush his foes. Combinedin
different doses, those attributes will likely
guidehisactions farinto the future,” Hubbard
‘wrote. New Delhi is not wasting any opportu-
nity to engage the young Crown Prince,
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Indian o1l firms explore using stranded
$600 million to buy Russian oil

PT1/ New Delhi

Indian oil companies are explor-
ing the possibility of using close
to USD 600 million of their divi-
dend income stranded in Russia
to buy oil from that country, offi-
cials said on Thursday

India's top four oil companies -
- Indian Oil Corporation (I0C), a
unit of Bharat Petroleum Corpo-
ration Ltd, Oil India Ltd and
ONGC Videsh Ltd - haven't been
able to repatriate dividend in-

come they accrue from their in-
vestments in Russian oil and gas
fields. That money is lying in
their bank accounts in Russia but
could not be brought to India due
to tough Western sanctions that
followed Moscow's invasion of
Ukraine.

This is at a time when Russia
has emerged as the top crude oil
supplier to India, accounting for
more than a third of all
purchases New Delhi makes
from overseas.

Officials said one of the
options could be to loan the mon-
ey lying in Russian bank ac-
counts to entities buying oil
These entities could repay the
loan in India.

The entities that buy oil from
Russia include I0OC and BPCL.

"We are studying legal and fi-
nancial implications of such a
move," an official said. "We are
mindful of the sanctions and do
not want to do anything that may
in any way attract any breach.”
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Indian firms look
to use $600m
stuck in Russia
tobuy crude

—
Press Trust of India
New Delhi

Indian oil companies are
exploring the possibility of
using close to $600 million
of their dividend income
stranded in Russia to buy
oil from that country, offi-
cials said on Thursday.

India’s top four oil com-
panies — Indian Oil Cor-
poration, a unit of Bharat
Petroleum Corporation
Ltd, Oil India Ltd and
ONGC Videsh Ltd —
haven’t been able to repat-
riate dividend income they
accrue from their invest-
ments in Russian oil and
gas fields. That money is
lying in their bank ac-
counts in Russia but could
not be brought to India
due to tough Western
sanctions that followed
Moscow’s  invasion of
Ukraine.
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With an eye on over 4 mt output, Oil India to drill over 60 wells

Rlshl Ranjan Kala
MNew Delhi

State-run Oil India (OIL) is
gearing up to increase
drilling operations with the
exploration and production
(E&P) major planning to
drill more than 60 wells in
the current financial year
from 45 in FY23.

The company, which was
accorded the Maharatna
status last month, aims to
surpass 4 million tonnes
(mt) in crude oil produc-
tion and 5 billion cubic
meters (BCM) of gas out-
put by FY25.

Speaking to reporters,
OIL CMD Ranjit Rath said
that a target is always aspir-
ational. If a target is not as-
pirational, then it is not a

target. Oil India’s aspira-
tion aided it to raise pro-
duction to 3.2 mt in FY23.

RAISING OUTPUT

In FY23, its cumulative oil
production rose 5.5 per
cent y-o-y to 3.176 mt
against 3.010 mt in FY22,
which is the highest in the
last four years.

“What we are looking at
is a couple of things. First,a
year before FY23, we had
undertaken  drilling of
about 38 in number. In
FY23, we drilled 45 wells.
That’s a healthy mix of ex-
ploratory and production
or development plans. This
vear (FY24), in the main
producing area, Assam and
Arunachal Pradesh, we plan
to drill 60 plus wells,” he
added.Indicating that oil

Ranjit Rath, Chairman and Managing Director, Oil India Ltd ani

exploration takes time,
Rath pointed out that re-
cent discoveries, depend-
ing on size of the field,
would have a gestation
period of 5-6 years, for off-
shore fields or 3-4 years for

on-shore. Very small fields
can get into production in
about 24 hours.
Elaborating on the com-
pany’s strategy to increase
output, the CMD said that
OIL has already placed the

letter of award (LoA) for
two additional drilling rigs
and has extended the cur-
rent tenure of the rigs
already in operation. Be-
sides, the company has also
gone to the market to
source more drilling rigs.
“We are now looking at

near field exploration,
which we strongly believe
will create more pro-

spectivity and more wells.
We are also looking at in-
field locations within the
producing fields, which
would be a sure shot pro-
duction possibility and that
will add to output,” he ad-
ded.

For its hydro-fracking
initiative, OIL is about to
place the LoA and the initi-
ative will come on-stream
by Q4 FY24 or early-FY25.
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