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Fuel retailers in catch-22 situation,
delay price cut as market tlghtens

Sanjay.Dutta@timesgroup.com

New Delhi: State-run fuel
retailersaredelayingaprice
cut as oil prices harden to-
wards $80/barrel as the nar-
rative of the market getting
tighter gains momentum
amid demand outlook turn-
ing bullish to coincide with
supply cuts from Saudi Ara-
biaand Russia.

Qil prices posted their
third straight weekly gains
last week, the first since
April, with global benchmark
Brent hovering above $81/
barrel on Friday. The market
drew support from the Inter-
national Energy Agency and
OPEC on Thursday predict-
ing in the second half a re-
bound in demand, particular-
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Oil prices posted their third
straight weekly gains last week,
the first since April, with global
benchmark Brent hovering
above $81/barrel on Friday

ly from China. Hopes of a
pause in US interest rate
hikes on cooling inflation
data as well as disruption in
supply from Egyptand Nige-
riaadded to the sentiment.
Hardening crude has pro-
mpted the government to rei-

mpose windfall gains tax on
domestic crude, which was
cut to zero in May as oil decli-
ned towards $70/barrel mark.
Export tax on refined produc-
tsare also likely to come back
or beraised, as high oil prices
boost refining margins.

The market instability
has created a catch-22 situa-
tion for state-run fuel retail-
ers. The decline in oil prices
had made petrol and diesel
hugely profitable at current
rates, static since May 2022. If
they cut pumpprices nowand
crude hardens towards the
end of the vear, an upward re-
vision will not be possible be-
cause of assembly polls in
states such as Rajasthan, MP
and Chhattisgarh ahead of
the general elections.

Industryexecutivesargue
that the state-run retailers
are not reducing petrol and
diesel prices to recoup past
losses and build a bufferto off-
set losses without burdening
consumers in case crude spi-
kes later. Alternatively, a sub-
stantial cut in petrol and die-
sel prices ahead of the polls
will be politically more desir-
ableforthe NDA. Butthat will
largely depend on some sta-
bility in the oil market.

Petrol and diesel prices
have beenfrozensince May22
last year when the Centre re-
duced excise duty, taking the
total reductionto Rs13and Rs
16 per litre for petrol and die-
sel, to soften the impact of oil
prices surging above $100 per
barrel after the Ukraine war.
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Floating LNG storage terminals to
face more delays on global headwinds

NO SMOOTH SAILING. Tight global supply of FSRU vessels, rising competition from Europe mar India’s plans

—
Rishi Ranjan Kala
New Delhi

India, the world’s fifth-
largest LNG importer, plans
to add 30 mtpa of regasific-
ation capacity in a bid to
import and store larger
volumes to meet rising do-
mestic demand, but going
by available indications, the
commissioning of floating
storage terminals could suf-
fer further delays.

“The 5 mtpa Jafrabad
(Gujarat) FSRU (floating
storage regasification unit)
and 6 mtpa H-Gas LNG
gateway have postponed
their start and may see fur-
ther delays due to tight sup-
ply of FSRU vessels globally
and tepid local LNG de-
mand on high and volatile
prices,” the International
Gas Union (IGU) said in
the World LNG report
2023.

STAKEHOLDERS

In the Jafrabad FSRU, Swan
Energy holds 32.12 per cent
stake, followed by Indian
Farmers Fertiliser Cooper-
ative (30.87 per cent), Mit-
sui Group (11 per cent);
Gujarat Maritime Board (15

AMBITIOUS TARGET. The world’s fifth-largest LNG importer

plans to add 30 mtpa of regasification capacity to store larger
volumes to meet rising domestic demand reuress

per cent); and Gujarat State
Petronet (11 per cent). The
Jaigarh (Maharashtra)
FSRU is controlled by H-
Energy Gateway.

businessline reached out
to Swan Energy and H-En-
ergy Gateway, but the com-
panies are yet to respond.

To increase regasification
capacity, five new FSRUs
and two expansion projects
are under construction in
the country. Of the five new
terminals, three are float-
ing, reflecting the South
Asian market’s preference,
it added.

In October 2022, the In-
ternational Energy Agency

(IEA) had pointed out that
rising demand in Europe
has drawn away not only
flexible LNG volumes from
Asia but also the limited
number of FSRU vessels
available for hire in the
foreseeable future.

“Even projects with firm
FSRUs can see their vessel
commitments withdrawn.
Hoegh LNG, for example,
has recently terminated its
10-year FSRU charter with
the much-delayed Jaigarh
LNG project in India, and is
now expected to redeploy
the vessel to a new
European FSRU terminal
later this year,” it had said.

As the world’s sixth-
largest market by regasific-
ation capacity, India has six
LNG import terminals
totalling 39.5 mtpa as of
April 2023. Its 17.5 mtpa
Dahej LNG ranks as the
fifth-largest terminal by im-
port capacity. India’s LNG
imports saw rapid growth
over 2010-20, transforming
it into one of the top im-
porting markets, the IGU
report pointed out.

LNG PRICES SOAR

Average regasification util-
isation in India has dropped
to 49 per cent in 2022 from
60 per cent in 2021, due to
high spot LNG prices and a
switch to coal-fired genera-
tion, which is more cost
competitive, it added.

“This curbed India’s
LNG imports in 2022. In-
dia’s sensitivity to gas
prices may limit investor
interest and create further
uncertainty for the coun-
try’s regasification con-
struction plans which could
be further delayed,” the re-

port said.
Record high prices of
LNG impacted imports,

particularly among  the
price-conscious consumers
in Asia.

“While prices moderated
closer to historically aver-
age levels at the start of
2023, they remain elevated
with an ongoing risk of a re-
turn to 2022 conditions,”
the report has projected.

The report said that the
Platts Japan-Korea Marker
(JKM) benchmark, which
reflects cargoes delivered
into Northeast Asia, aver-
aged $33.98 per million
British  thermal  units
(mBtu) in 2022, reaching an
annual daily low of $18,945
per mBtu on January 20,
2022, and hitting an annual
high — also an all-time high
for the benchmark — at
$84.762 on March 7, 2022.

Asian demand reduced
significantly in most loca-
tions, with the two fastest-
growing major LNG mar-
kets in recent years —
China, and India — both
taking a major step back in
procurement, reducing im-
ports by 19.3 per cent y-o-y
and 17.7 per cent y-o-y
respectively.

China’s LNG imports
stood at 63.7 million tonnes
in 2022, while India impor-
ted 194 mt. France re-
placed India and emerged
as the fourth-largest LNG
importer in 2022,
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AIMING FOR EQuITY

RBI push for geographic diversity in CSR spending poses a challenge

KETAKI PUROHIT

THE RBI'S LATESI’repuﬂoncmmmdﬁ-
dm\.'lenslsmxtuvelrunsgn 5
zero by 2070, One suggestion is mmuoty
geographic diversificanon of corporate social
mwsbiry(GR)spcrﬂlikﬂIssa
sound recommendation, its implementation
will require a shiftin the ecosystemfor amore
equitable distribution of CSRfunding.

Section 135 of the Companies ACt states
tharcompanies give preference to areas near
where they operate in deploying CSR funds.
This has resulted in morefundingfor social is-
sues but also concentrated spending in the
most industrialised states. As of 2020-21, 10
stares receved 80 per cent of all CSR funding.
1n2021, the Minisury of Corporate Affairs had
clarified thar preference for local areas is not
mandatory, mdd\eqxl of the legislation is
oalign CSRwith national priorities, However,
the concentration of funding in a few states
suggests that companies still prefer to direc
their CSR funding locally.

‘This preference arises froma desire to help
communities that live and work near their
business operations, and within regions
where they are familiar with the challenges.
Local projects allow funders to leverage their
knowledge of the region. urilise existing rela-
tionships and networks, and exert greater in-
fluence over ourcomes through saff visitsand
monitoring This in reumnallows corporates o
obtaina*® mlicrmetome through

?‘mf goodwill and influence they de-
rive from doing good with and for local com-
ml.nunesﬁ]]r'hslmlse 10 Operate is a trong
i i yeasin local areas.
mperus pfef;r;?mm;d
will likely require regulatory change. The

The question is how can
companies diversify their
projects and funding into
unfamiliar sectors and
terrain. Accessing remote
locations, identifying the
needs of local communities,
and trusted implementation
partners are challenges.
Grassroots non-profit
organisations often lack the
means to showcase their
impact on national
platforms, resulting inan
information gap with
funders

questionis how cancompanies diversily their

tifying the needs of local communities, and
rusted implementartion partners are chal-
lenges. Grassroors non-profit organisations
often lack the means to showcase their im-
pact on national plaforms, resulting inanin-
formarion gap with funders.

Achieving anequitable distribution of CSR
funds will require both a regulatory shift and
changes atanecosystem level, where the level
of trust berween companies nrer se, and be-
tween the private, public and social secrors is
high. This will enable companies 1o find
trusted for- profit, social enterprises and non-
profit panmers. Successful pan-India proj
will benefit from collaborations between
larger companies and smaller social enter-

Thmbwmmmmxmfﬂm
equitable fund distribugion. Forinstance,
mmmmmmwmy

and elevate the impac created by their lesser-
known partners. handhold them with com-
pliance, andxlasmmrdmﬂlnmhllda
mediaries and ecosystem- Organisa-
mmmamdamnoaimofmmdin&x—
mation could be leveraged by companies 1o
identify smaller grassroots panmers.
Another srategy is for CSR programmes

1o align with local government through ini-
tiatives like the Aspirational District
Programme and the Aspirational Block
Programme. The ADP emphasises conver-
gence with national and state schemes, fos-
tering collaboration among local, stare and na-
tional governance entities. and with external
agenaes for implementation. Panicipationin
such programmes is awin-win— companies
develop meaningful relationships with gov-
emment departments. influence local gover-
nance practices, and streamline district ad-
ministration work while undertaking
impaciful projects in vulnerable districts,

panmershipswith local govern-
memandmn-pr:ﬁucanalsobe: modus

ance the autonomy of non-profit orga

uons while providing accountability md\e
funders. Companies contemplating remote
projects where staff cannot often make field
visits can rely on rechnology-enabled moni-
toring and evaluation models, The pandemic
has already facilitated some of this shift, with
tools o ransfer and share real-time dara, the
creation of dashboards, sophisticared accouns-
mﬂmnvmfddmnmm
fere More needs to be done 1o enable
nmmnmdnuogy

panners in realising
dal goals will have to establish trusted pan-
nershipswitha more diverse setof non-prof-
itsand local governmenss.

Thewriter ts cenmre head, Cene for Asian

Phianthropy Inda (with mputs from Research
Associare Khyart Dharamsht)
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‘Pet Bottle Recycle Machine’ Installed at
Film City Vending Zone, Noida under OIL's
CSR Initiatives

In alignment with Swachhta Pakhwada2023, which is being
celebrated from 1st to 15th July 2023 across India as a part of
India’s clarion call towards making Swachh Bharat Mission a Jan
Andolan this year, Oil India Limited in association with Noida
Authority installed and commissioned a ‘Pet Bottle Recycle
Machine’ at the vending zone of Film City area, Sector 16(A),
Noida. The machine was ceremoniously inaugurated today by
Ranjan Goswami, CGM (PR), Oil India Limited in presence of
senior officials of OIL; Noida Authority; Guided Fortune Samiti -
the implementing agency of the project and general public.
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ONGCtohave
Director for
New Energy
and Petchem

New Delhi: Oil and Natural
Gas Corporation (ONGC) will
have a new director to spear-
head its new energy, petrochem-
icals and corporate strategy, as
part of a board revamp aimed at
breathing fresh life into the
state-controlled behemoth. A
new director for strategy and
corporate affairs has been creat-
ed, according to an office order
from the company. This will be
besides a newly consolidated
production division following a
board-level reorganisation.
ONGC aims to draw synergies
from the merger of its onshore
and offshore divisions in creat-
ing a director for production,
which is headed by Pankaj Ku-
mar. The post of Director (Pro-
duction) has been created after
merging Director (Onshore),
who is in charge of all oil and
gas fields located on land, and
Director (Offshore) who looks
after all offshore assets such as
Mumbai High fields. PTT
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New director to head
ONGC new energy biz

ONGC WILLHAVE a new
A director to spearhead its

é New energy,
petrochemicals and
corporate strategy, as part ofa
board revamp aimed at breathing
freshlife intothe state-controlled
behemoth.Apositionof new
director for strategy and corporate
affairs has been created, according

toan office orderfrom the
company. PTI
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Oil surge to $80 shows long-awaited market tightening is here

Bloomber 23
feedback@livemint.com

etting on a tighter oil
B market has been a bad

trade for most of this
vear. But there are signs it's
finally paying off.

After languishing for
months, crude surged above
$80 a barrel in London last
weelkas fueldemandin China
and elsewhere recovers from
pandemicto reach new highs.
That's happening as produc-
tion cutbacks by Saudi Arabia
and its OPEC+allies are set to
drain storage tanks globally.

“We're expecting a sharp
tightening of the market,”

Toril Bosoni, head of oil mar-
kets at the International
Energy Agency in Paris, said in
a Bloombergtelevisioninter-
view. “As demand increases
seasonally, we think there’s a
risk that prices will continue to
increase into third quarter.”
Besides rewarding bullish
traders, that would boost
energy producers from Texas
to Moscow. [twould also end-
anger global economy, which
hasbenefited from easing fuel
costs and cooling inflation,
and affect fortunes of political
leaders—fromre-election bid
of Joe Biden, to war waged in
Ukraine by Vladimir Putin.
It’s still far from clear

set to rapidly drain storage tanks around the world.

whether Brentcrude’s return
to $80 a barrel is a turning
point that marksa major price
rally. Economicstorm clouds
still darken the horizon, from

REUTERS

shaky Chinese indicators to
risinginterest rates, and barr-
elsofcut-price crude continue
toflood fromIran and Russia.

Butat the very least, market

appears to have found a floor,

Oil-watchers spent the first
halfofthe year lowering their
price expectations. They aban-
doned initial calls forareturn
to $100 a barrel in the face of
lackluster economic growth,
even as Saudi Arabia made
repeated efforts to juice prices
with production.

Yet analysts held onto the
view that coming six months
would deliver a stronger mar-
ket, and last week the pieces
began fallinginto place. Brent
futures, the main international
benchmark, soared to the
highest since May.

“It is the tipping point the
market was expecting,” said

Jorge Leon, senior vice presi-
dent of oil market research at
consultant Rystad Energy A/S.
“It looks like the startofthe hot
summerin the crude market.”
Thecrunch comes as output
cuts made by the Saudis and
others in Organization of the
Petroleum Exporting Countr-
iesare having an impact.
Pricedifferentials for crude
grades chemically similar to
those shipped by Riyadh are
climbing in the cargo market.
The kingdom gave markets
another boost last week by
announcingthat anextra, uni-
lateral cut of 1 million barrelsa
day launched this month
would continue into August.
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