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BPCL Agrees to Match
Brazilian Cos’ Bids for
Two VOVL Oil Assets

VOTING ON THE PLAN to commence today, most
lenders to VOVL expected to favour BPCL

Sangita.Mehta@timesgroup.com

Mumbai: Bharat Petroleum Corp
(BPCL) consented to match offers
given by Brazilian companies for
two separate oil basins of VOVL,
the oil and gas exploration compa-
ny of Videocon Industries, said two
people aware of the development.

Lenders of VOVL, which is un-
dergoing corporate insolvency,
will start to vote on the BPCL
plan on Monday, the people said.
Most lenders are likely to vote in
favour of BPCL's plan, one of the
persons cited above said.

BPClL'ssubsidiary BPRL Ventu-
res BV had entered into a 50:50 jo-
int venture with Videocon's sub-
sidiary Videocon Energy Brazil
for oil and gas exploration in the
South American country AsaJV
partner, it has the first right to
match any offer that lenders re-
ceive for VOVL oil basins as per
the contractual arrangements
governed by Brazilian law.

During the middle of last month,
90% of VOVL'slenders voted tosell
the Potiguar Basin and Sergipe Ba-
sin to Eneva for $250 million. They
voted to sell the Campos Basin to
PetroRio for $30 million, as repor-
ted by ET earlier.

At the same time, they also voted
to give BPRL Venture BV the first
right to match the offers from Ene-
va and PetroRio. BPCL did not re-
spond to ET'srequest for comment.

After 2018, Videocon failed to pay
its share of cash callsfor gasexplo-
ration that were made good by
BPCL. As a result, BPCL's partici-
pating interest increased to 61%
while that of Videocon dropped to
39%. It was thus natural for BPCL
tomatch the offer, the people said.

MODEST RECOVERY

After undergoing insolvency pro-
ceedings for almost four years, len-
ders of VOVL may recover a little
less than 8%. The RP has admitted
730,640 crore in claims from finan-
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cial creditors. The development co-
mes at a time when lenders areeva-
Inating a revised offer made by the
government-promoted asset re-
construction company for the lo-
ans of VOVL, formerly known as
Videocon Oil Ventures.

Last month, National Asset Re-
construction Co (NARCL) impro-
ved its offer for VOVL by 7100 crore
to%l,200crore. Lendersare conside-
ring the offer given in a combina-
tion of cash and security receipts.

Meanwhile, the resolution of
Venugopal Dhoot-founded Video-
con Industries — with admitted
claims of 58,519 crore from fi-
nancial creditors — has been in
limbo for over a year.

The Supreme Court has stayed a
proposal to restart the sale process
of the consumer durables compa-
ny following an appeal by Twin
Star Technologies, owned by Ve-
danta promoter Anil Agarwal. The
matterreached the apex courtafter
lenders went back on an agree-
ment to sell the company to Twin
Star following criticism that the
price was too low. Lenders’ recove-
ry on the proposed sale of Video-
con Industries to Twin Star stood
at4.15%, while that on VOVL is ex-
pected at 7.5% of admitted claims.
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A notice at a Hyderabad petrol pump says ¥2,000 notes will be accepted only for transactions above

A W,

21,000, after the RBI announced withdrawal of the high-value banknote. Pl

Customers line up to exchange 2Kk
notes; ‘no change’, say fuel pumps

Rajeev Jayaswal
letters@hindustantimes.com

NEW DELHI: Petrol pumps are
facing the heat of the 32,000
banknote withdrawal as custom-
ers are thronging with the high-
value currency notes since Fri-
day evening to buy fuel worth as
little as 100 or %200, forcing
many outlets to put up notices
that they would not be able to
give change for ¥2,000 due to
unavailability of notes of smaller
denominations.

There has been a sudden spike
in cash transactions, at least six
dealers in Delhi, Uttar Pradesh,
Haryana, Jharkhand and Maha-
rashtra said, requesting anonym-
ity. Several pumps in different
regions of Uttar Pradesh have put
up notices that ¥2,000 notes will
be accepted only for purchase of
petrol or diesel of 1,000 or
more. HT reviewed a couple of
such notices.

Delhi-based dealers are
equally hard pressed. “Being in
the capital, we cannot put up
such notices. As 32,000 notes are
legal tender, we cannot refuse
them. But we are also short of
smaller notes. We are consider
requesting customers to take
change through UPI, BHIM and
Paytm,” one dealer said.

“Earlier, 2,000 notes used to
be 1-2% of our total daily sales.
Now this has jumped to 80%. We
are not banks, and our cash-in-
hand is limited, depending on
whatwe get in everyday sales. It

\.I

Earlier, 22,000 notes used to be 1-2% of
our total daily sales. Now this has jumped
to 80%. We are not banks, and our cash-

in-hand is limited...
A PETROL PUMP OWNER

isa practical issue that arose due
to the Reserve Bank of India’s
(RBI) decision to withdraw the
32,000 currency. It seems that
people are not adequately aware
that they have ample of time to
exchange them in banks,” a sec-
ond petrol pump owner said.

The 2,000 banknote has been
withdrawn from circulation but
will continue to be legal tender,
RBI said on May 19, advising peo-
ple to exchange or deposit the
notes by September 30. It has
restricted people wishing to
change the notes for smaller
denominations to 320,000 per
transaction. There is no restric-
tion of depositing the notes in
higher amounts in bank accounts
after following Know Your Cus-
tomer/Client (KYC) norms.

RBI should have prepared
mechanisms to exchange ¥2,000
banknotes before announcing
such a decision, a third dealer
said. The announcement should
have been accompanied by
advertisements and publicity
campaigns so that the common
man was reassured, he added.

“Once bitten twice shy. Even

though general people don't
have many 2,000 notes and
they have time till September 30
to get them exchanged in their
banks, they don’t want to take
any chance, thanks to the night-
marish experience of demoneti-
sation of November 2016,” he
said. While many customers in
Delhi could pay petrol or diesel
bills through 2,000 banknotes,
vehicle owners faced trouble in
other cities and remote areas.
“After heated arguments, I had
to use my credit card to pay the
fuel bill,” a Mumbai-based pro-
fessional said, requesting ano-
nymity.

“Petrol pumps are accepting
22,000 notes provided you fill
fuel for the entire sum, as they
don’t have small notes to return
the balance,” said a Chandigarh-
based entrepreneur.

The 2,000 denomination
banknote was introduced in
November 2016 after the Modi
government had introduced
demonetisation of ¥500 and
1,000 notes. The RBI had
stopped the printing of 32,000
banknotes in 2018-2019.
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banknote withdrawal as custom-
ers are thronging with the high-
value currency notes since Fri-
day evening to buy fuel worth as
little as 100 or %200, forcing
many outlets to put up notices
that they would not be able to
give change for ¥2,000 due to
unavailability of notes of smaller
denominations.
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rashtra said, requesting anonym-
ity. Several pumps in different
regions of Uttar Pradesh have put
up notices that ¥2,000 notes will
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more. HT reviewed a couple of
such notices.
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the capital, we cannot put up
such notices. As 32,000 notes are
legal tender, we cannot refuse
them. But we are also short of
smaller notes. We are consider
requesting customers to take
change through UPI, BHIM and
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(RBI) decision to withdraw the
32,000 currency. It seems that
people are not adequately aware
that they have ample of time to
exchange them in banks,” a sec-
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withdrawn from circulation but
will continue to be legal tender,
RBI said on May 19, advising peo-
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notes by September 30. It has
restricted people wishing to
change the notes for smaller
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transaction. There is no restric-
tion of depositing the notes in
higher amounts in bank accounts
after following Know Your Cus-
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RBI should have prepared
mechanisms to exchange ¥2,000
banknotes before announcing
such a decision, a third dealer
said. The announcement should
have been accompanied by
advertisements and publicity
campaigns so that the common
man was reassured, he added.

“Once bitten twice shy. Even

though general people don't
have many 2,000 notes and
they have time till September 30
to get them exchanged in their
banks, they don’t want to take
any chance, thanks to the night-
marish experience of demoneti-
sation of November 2016,” he
said. While many customers in
Delhi could pay petrol or diesel
bills through 2,000 banknotes,
vehicle owners faced trouble in
other cities and remote areas.
“After heated arguments, I had
to use my credit card to pay the
fuel bill,” a Mumbai-based pro-
fessional said, requesting ano-
nymity.

“Petrol pumps are accepting
22,000 notes provided you fill
fuel for the entire sum, as they
don’t have small notes to return
the balance,” said a Chandigarh-
based entrepreneur.

The 2,000 denomination
banknote was introduced in
November 2016 after the Modi
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demonetisation of ¥500 and
1,000 notes. The RBI had
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Finmin: Fertiliser subsidy
won’t exceed ¥1.75-trn BE

Contests fertiliser
ministry’s view that
subsidy to surpass BE

PRASANTA SAHU AND
SANDIP DAS
New Delhi, May 21

AFTER A GAP of five years, the
Centre's annual fertiliser subsidy
will be contained below the bud-
geted estimate (BE) in the current
financial year, a senior finance
ministry official told FE, citing the
decline in global prices of the rele-
vant commodities, including nat-
ural gas and urea. The BE for FY24
is T1.75 trillion.

The comment came close on
the heels of fertiliser minister
Mansukh Mandaviya's statement
last week that the subsidy on soil
nutrients this year could exceed
the BE by about 46,000 crore.
The minister noted that it would
take about six months for the
lower global pricestoreflect inthe
actual subsidy expenses, because
of inventories held by the fertiliser
companies.

“We don't think £1.75 trillion
will be exceeded,” the financial
ministry official said.

Analysts are, however, of the
opinion that since these are still
early days, the actual subsidy bur-
den on the exchequerwill depend
on theunfolding of the geopoliti-
cal situations through the year
and supply chain dynamics. How-
ever,long-term gas and urea con-
tracts that have already been
signed at relatively lower rates
might give the government some
comfort.

The subsidy expenses are due
to the policy of making available
urea to farmers at afixed rateand
giving them ahigh level of immu-
nity to fluctuationsin the prices of
phosphatic and potassic (P&K) fer-
tilisers and theirinputs.

In the case of P&K, which too
are partof the nutrient based sub-
sidy regime, the subsidy (rather
than the price to farmer), is fixed

IMPACTOFDIP IN
GLOBAL PRICES

B Some analysts expect
even a sharper reduction
in MBS rates for the kharif
season

W Fertiliser minister
Mansukh Mandaviya's said
last week that the subsidy
this year could exceed BE
by about 246,000 crore

since a 2010 policy change, but a
sharp surgein prices might still
force the government to raise the
subsidy, asitdid in FY23.

According to the finance min-
istry's current assessment, the
subsidy requirement will likely be
around the BE if not lower,
because eventhoughglobalprices
had fallen by more than 20%
around January, the allocations in
thebudgeton February 1 were not
reduced to that extent, Prices have
fallen furtherafter the Budget, the
ministry reckons,

Prices of gas (LNG), used for
urea manufacturing, have almost
halvedto §12-13 per mmBtu now
to about anaverage of $23-24 in
the previous year. Imported urea
prices havedeclined sharply to the
current level of §330/tonne from
$980/tonne in April, 2022,

India meets about 75-80% of
the volume of consumption of
urea from domestic production
while the rest is imported from

Oman, Egypt, the UAE, South
African and Uksaine,

Similarly, plobal prices of DAP
have dropped to §550/tonne cur-
rently from §925 /tonne prevailed
in April, 2022, The country
imports about two thirds of its
annual requirement of 10 million
tonne of DAP. DAP prices are seen
to fall further to around § 300-
350/tonne range prevailed two
years back.

On May 19, the Cabinet
approved subsidy of ¥38,000
crore for PRK fertilisers for the
kharif 2023 season (April-Sep-
tember) under the nutrient-based
subsidy (NBS) mechanism, as
against ¥61,000spent during last
kharif season. Following the Cabi-
netdecision, Mandaviya said that,
including an estimated $70,000
crore subsidyon urea, the govern-
ment will spend ¥1.08 trillion
towards fertiliser subsidy in the
SUMMEer $easoi.

Some analysts were expecting
even asharper reduction in NBS
rates for the kharif season than
announced by the government.“It
ispossible the moderate reduction
(in NBSrates) isaimed atallowing
the fertilizer players to recoup
some of the losses they might have
incurred on DAP and MoP last
year,” a fertiliser analyst, who did
not wish tobe identified, said.

The margin pressure on fer-
tiliser firms in FY 23 was evident
when privately run Paradeep
Phosphates while announcing
Q4FY23 resultssaid its profitabil-
ity and margins were impacted
owing to (low) subsidy rates under
NBS forthe quarter.

“In the second half of the cur-
rent financial year, there maybea
sizeable reduction in NBS subsi-
dies, given the continued moder-
ation in input prices,” the analyst
said,adding that for FY24, the fer-
tiliser subsidy could be around
1.6 trillion. Fertiliser subsidy in
FY23 stood at an all-time high of
%2.53 trillion, owing to the spike
in global commodity prices. The
subsidy was last reined at the BE
level (T0.7 trillion) in FY19.
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Green hydrogen
policy soon: Sukhu

SHIMLA, MAY 21
Chiet Minister Sukhvinder
Sulkhu said a green hydro-
gen policy would be formu-
lated to promote its use and
make the state a leading hub
of its production.

“The state's abundant
renewable energy resources,
including ample sunlight,
water and wind, make it an
ideal location for generating
green hydrogen. The primary
objective of the policy is to
attract investments in large-
scale renewable energy proj-
ects, ensuring a consistent
and sustainable supply of
green electricity for electroly-
sis,” Sukhu said in a state-
ment issued here yesterday.

The CM sad the govern-
ment was actively encourag-
ing young entrepreneurs to
investin the state and the new
green energy policy would
include various provisions to
facilitate their participation.

He said, “By leveraging its
natural advantages, the state
aims to create a favourable
environment for the produc-
tion of green hydrogen. This
will not only contribute to the
global fight agamst chimate
change, but also make the
state a ploneer in sustainable
development.”

The state government has
already signed an MolU with

‘MY CM-MY PRIDE'
INITIATIVE LAUNCHED

B Chief Minister Sukhvinder
Sukhu launched the Wy
CIVHVly Pride’ initiative in
Shimlaon Sunday

B The initiative enables any
individual to download his
photo clicked with the CM

B He said it signified gowt's
commitment to utilising
tech advancements to
establish astronger con-
nection with the public. e

Ol India Limited. This collab-
oration will enable the produc-
tion of green hydrogen and
ammonia on a pilot basis.

Sukhu said the company
had shown mterest in estab-
lishing a plant in Himachal
Pradesh that would produce
green hydrogen for ethanol
production. This alternative
fiuel could be directly usedas a
replacement for petrol, align-
ing with the government's
inthatives  towards flexable
tuels, he added.

Moreover, the NHPC was
also setting up aGreen Hydro-
gen Mobility Projectin Cham-
baon apilot basis. This project
would feature a dedicated
solar plant, an electrolyzer
unit for hvdrogen production
and a hydrogen storage sys-
tem with a dispenser. — PT1

— . Mon, 22 May 2823 o)
Eht@l:lhlmt https://epaper.tribuneindia.
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GreenLine toadd 1,500 liquefied natural
gas—powered trucks toits fleet in FY24

Rishn Ranjan Kala
New Delhi

Green mobility solutions pro-
vider GreenLine willadd 1,500
liquefied natural gas (LNG)
truckstoitsfleetin the current
financial year, ending March
2024,

The company, part of the
Essar Group, aims to decar-
bonize heavy trucking in India
and is paving the way for wide-
spread adoption of LNG-
powered freight transporta-
tion, which offers better
mileage compared to diesel
therebybringing down operat-
ingcosts.

“ByMarch 2024, GreenLine
will deploy 1,500 LNG-
powered trucks. It has around
100-110 wvehicles, about 66
CNG and LNG tankers on
ground,” GreenLine CEO
Anand Mimani told business-
line. Currently, the company

has a total of 160-170 vehicles
running.

DECARBONIZING
Theideabehind Greenlinewas
to decarbonise the entire lo-
gistics value chain, he ex-
plained, adding that the com-
pany first started with CNG
vehicles (Tata 151 and Eicher
vehicles) with the maximum
weight carrying limit for CNG
beingupto 15 tonnes.

“Wewanttomove LNGasa
fuel and we are one of the
biggest  virtual  pipeline
movers on account of LNG in
India. It has been a good learn-
ing curve. We partnered with
Shell and learnt a lot,” Mimani
noted.

On financing for LNG-
powered trucks, he said so far
the vehicles have been pur-
chased through the company’s
equity.

“We are in talks with banks
and NBFC’swhoare into truck

financing. We have just got a
small opening with one of the
NBFCs (TVS Credit), who has
agreed to fund these vehicles.
We are in discussions with
other banks like HDFC, ICICI,
etc,” Mimani said.

He said that a 55-tonne
LNG truck can be used in vari-
ous industry segments such as
chemicals, metals, FMCG, etc.

22.5.2023
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|0C, ONGC
arm call off
Kenya field
stake talks

Sanjay.Dutta
@timesgroup.com

New Delhi: IndianOil (I0C)
and partner ONGC Videsh ha-
ve called off talks for buyinga
stake in Tullow Oil’s Lokichar
oil field in Kenya, a deal that
was estimated last vear to be
worthabout $2billion.

People inthe know said the
decision to end discussions
lasting several months was ta-
ken after senior executives
from the two Indian suitors vi-
sited Kenya in July last year.
They, however, did not disclo-
se the reason for pulling out.

Tullow has an Indian con-
nection in company chief ex-
ecutive Rahul Dhir, who hea-
ded CairnIndiaatthe time the
Indian arm of the then inde-
pendent Scottishexplorer ma-
de one of India’s largest on-
land oil and gas discoveries in
Rajasthan’s Barmer district.
Cairn was acquired by Vedan-
ta in 2011 and merged with the
parentin 2017.

WORTH $2BN

IndianOil had in March
2022 shown some interest in
acquiring a stake in the pro-
ject. But those initial contacts
with Tullow withered — per-
haps because of the project
and investment size. Subsequ-
ently, IndianOil roped in
ONGC Videsh, which brings
on the table expertise in ope-
rating oil fields.

Tullow holds 50% stake in
the south Lokichar field and
is willing to give up opera-
torship in favour of a strate-
gic partner. Total of France
and Africa Oil Corporation
hold 25% each.

The fields are located in
blocks10BB and 13T, while oil
production is projected at
120,000 barrels per day (bpd).
Total oil recovery is pegged
at 585 million barrels over
the field’s life.

The Lokichar oil is waxy
just like Barmer crude,
which, like the Indian project,
will have a 825-km heated pi-
peline to transport the crude
to Lamu for shipping. Dhir
was appointed Tullow CEO in
July 2020 close on the heels of
his Delonex, an Africa-focu-
sed company he had floated af-
ter quitting Cairn India, secu-
red $600 million funding from
Warburg Pincus.
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‘Oil supply won’t be affected by
stricter price cap enforcement’

The clean energy transition is happening & much faster
than many think: IEA’s Executive Director Fatih Birol

HIROSHIMA: The Interna-
tional Energy Agency (IEA)
does not expect moves by the
Group of Seven nations to coun-
ter the evasion of price caps on
Russian energy will change the
supply situation for crude oil
and oil products, the IEA’s Exec-
utive Director Fatih Birol said.

The G7, the European
Union and Australia agreed to
impose a $60-per-barrel price
cap on Russian seaborne crude
oil and also set an upper price
limit for Russian oil products to
deprive Moscow of revenues for
its invasion of Ukraine.

The G7 will enhance efforts
to counter evasion of the caps
“while avoiding spillover effects
and maintaining global energy
supply”, the group said on Satur-
day, without giving details, dur-
ing its annual leaders’ meeting.

The IEA, which provides
analysis and input to the G7
on energy, does not see the
enhanced enforcement of the
price caps affecting the global
oil and fuel supply, Birol told
Reuters in an interview on the
sidelines of the summit.

“Any significant changes in
the markets as always we will
reflect in our analysis, in our
reports, but for the time being
I don't see a reason to make a
change in our analysis,” he said.

According to Birol, the price
cap reached two main objec-
tives: it did not trigger tight-
ness in the markets as Russian
oil continued to flow but at the
same time Moscow’s revenues
were reduced.

‘Any significant changes in the markets as
always we will reflect in our analysis, in our
reports, but for the time being | don't see a
reason to make a change in our analysis’

“Russia did play the energy
card, and it did fail. But there
are some loopholes, some chal-
lenges for the better functioning
of the oil price cap,” Birol said.

The G7 has also brought
support for the gas investment
back to the communique on
Saturday in that it said was a
‘temporary’ solution to address
potential market shortfalls and
as nations are trying to de-cou-
ple from the Russian energy.

The move has alarmed cli-
mate activists who warned the
group may fail to deliver on its
goal to achieve net-zero carbon
emissions by 2050 and limit
global warming to 1.5 degrees
Celsius (2.7 Fahrenheit).

“It may have some impact
but countries once again reit-
erated that if there are some
impacts to slow down in that

area, they are going to acceler-
ate in the other areas that it will
not change their determination
of reaching the 1.5 degree Cel-
sius goal,” Birol said.

“The clean energy transition
is happening and much faster
than many think”

The language change was
brought in by Germany, once
a top buyer of Russian gas,
sources have said, and the com-
munique did not have a time
frame for investments into the
gas sector.

“There is no determination
of any time frame there, but I
think the main issue is because
of the reliance of especially
European countries on Russian
gas almost for decades. Now it
is not easy to change everything
from one day to another,” Birol
said. AGENCIES
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Oil tanker
overturns on
highway, traffic
disrupted

PRESS TRUSTOFINDIA
PALGHAR. MAY 21

AN OIL tanker overturned on
Mumbai-Ahmedabad highway in
Maharashtra’s Palghar district on
Sunday morming and the oil spilled
from it on the road, affecting traf-
fic movement on the busy route
for about two hours, officals said.
No casualty was reported in
the accdent which took place at
around 5.30 am, Charoti police
outpaost’s sub-inspector Irshad
Sayyed said. Asthe tanker carrying
33 tonnes of a vehicle engine raw
material oil overturned, the oil
spilled on about one-km lengthof
the highway near the RTO check
postin Dapchon limits, he said.
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Smoke ‘em out

tile the Ministry of Petroleurmn and Natural
WGas has distanced itself from the recommen-

dations of a government panel that sought
from 2027 a ban on diesel cars in large cities, those
with populations of over one million, the apprehen-
sions of those who own such vehicles and those who
plan to acquire them will not go away. Certainly, the
direction of government policy has been clear for
quite some time. The gap between petrol and diesel
prices, which made vehicles powered by the latter
attractive, has narrowed; poor air quality levels rou-
tinely see diesel vehicles being asked to stay off roads,
and the life of diesel vehicles has been pegged at 10
vedrs in the National Capital Region while petrol vehi-
cles can be used for 15. In addition, the country must
keep to international commitments on controlling
emissions and there is little doubt that diesel vehi-
cles especially contribute to air pollution. Worldwide,
there is an increasing trend to ban vehicles using fos-
sil fuels, but that is not confined to diesel vehicles
alone. More than 30 countries have announced plans
to ban vehicles using internal combustion engines.
Before 2027, the date set by the government panel,
three countries ~ Norway, South Korea and Belgium -~
will have restrictions in place, with many more poised
to follow suit in the years until 2050. In short, there is
much to support the proposition of controlling vehic-
ular emissions, but whether an outright ban on the
use of diesel cars four years from now is feasible in
Indian cities is quite another matter. There are sever-
al things that the government will have to do, working
with the automotive sector, if'it wants to implement
the suggestion. First, it will have to announce a time-
bound plan to stop manufacture of diesel-powered
cars. [t must then allow those who own such vehicles
a reasonable period of time to plan replacements.
Alternatively, it must put in a place a generous
scheme to buy back these cars, or to subsidise their
replacements. To ensure that diesel vehicles are not
replaced with less noxious but nonetheless polluting
petrol vehicles, the government must firm up its elec-
tric vehicles policy. Electric cars must be more afford-
able and operating them must be less of a challenge
than it presently is, with the absence of charging sta-
tions being the most obvious shortcoming. Govern-
ment policy on subsidy to electric vehicles must be
consistent, and not haphazard as it presently is. The
socialistic notion that big ticket investments in public
transportation will reduce the need for private vehi-
cles may be a fanciful one in a country as aspirational
as India. People will want their own vehicles, and the
need to control emissions must accommeodate this
desire. Finally, the government would do well to begin
by stricter monitoring of emission levels. As previ-
ously argued in these columns, a well-maintained 15-
vear-old car pollutes less than a poorly-run, three-
year-old does.
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Stalled refinery expansion
proposal on PMO radar

Move setto boost domestic crude output and meet the rising demand

SUBHAYAN CHAKRABORTY
New Delhi, 21 May

udged by the Prime Minister’s
N Office (PMO), the petroleum and

natural gas ministry is seL Lo expe-
dite discussions with stakeholders on half
a dozen expansion and greenfield devel-
opment plans of stalled oil refinery proj-
ects.

These units have been facing road-
blocks due to land hurdles, lack of envi-
ronmental clearances or funds. This move
is set to boost domestic crude output and
meet the rising demand.

One of the projects under consideration
is the contentious West Coasl Refinery in
Ratnagiri, Maharashtra.

The government will soon form a core
team to look into the hurdles, revive talks
and bring multiple stakeholders to the dis-
cussion table, officials said. This will
include officials from the ministry and oil
marketing companies (OMCs), among
others.

“Even for those projects in the public
seclor, the execuling agency is OMCs, stale
governments or private participants. The
ministry often acts as a bridge, and that is
what we will do,” an official said.

The government is working to raise the
total crude oil refining capacity in the
country o 450 MMTPA (million metric
tonnes per annum) from the current 250
MMTPA orabout 5 million barrels perday
(bpd). Meanwhile, fuel demand is
expected to double 1o 10 million bpd by
2050.

India already has the fourth-largest
crude refining capacity in the world.

However, the rapidly growing domestic
demand has made the government prior-
itise capacity addition.

Fuel consumption reached a 24-year
high in February 2023 10 4.82 million bpd.
Consequently, the country’s petroleum

product consumption may touch a new
high of 233.81 million tonnes in 2023-24,
according to government estimates.

Stalled projects

Complex and capital-intensive refinery
projects generally have a long gestation
period. But a slew of challenges has held
up the industry’s growth in India.

The largest such project is the planned
West Coasl Mega Relfinery, which is set to
come up in the Nanar area of Ratnagiri
district.

First announced in 2015, the $44-bil-
lion project had targeted an unprece-
dented refinery capacity of 60 MMTPA.

But a lack of cooperation between the
then Shiv Sena-controlled Maharashtra
government and the BJP-led central gov-
ernment had held up the mega project.
In 2018, Saudi Aramco and the UAE’s
ADNOC had signed a framework agree-
ment 1o jointly develop the Ratnagiri
refinery.

The foreign partners were to hold a 50
per cent stake in the project, while Indian
0il Corporation (10C) would have a 25
per centstake. The remaining 25 per cent
would be divided equally between Bharat
Petroleum Corporation (BPCL) and
Hindustan Petroleum Corporation
(HPCL).

Butdelays over acquiring the massive
15,000 acres required for the project had
tested the resolve of the parties, sources
said.

As of end-2022, while the state govern-
ment had managed to acquire 2,900 acres,
land acquisition hurdles and stiff opposi-
tion continue over the rest of the land.

“There has been serious thought of
breaking up the project into several refin-
eries in different areas. This is because
the initial plans now seem too big to be
sustainably executed,” an official said.

Announced in 2013, India’s largest
upcoming integrated refinery and petro-
chemical project, the Rajasthan Refinery
Project (RRP), is also behind schedule.

The HPCL Rajasthan Refinery
(HRRL), a joint venture between HPCL
and the Rajasthan government had also
faced severe cost overruns.

The initial estimate of the project —
coming up near Pachpadra town in
Barmer district — was 343,129 crore. And,
this has skyrocketed to 72,000 crore.
Touted as the single-biggest investment
at one location in the country so far, the
project had set a new deadline of 2022 in
2018.

IIRRL had then also stated that the
project will be mechanically completed
within four years from the last date of
receipt of all statutory approvals.

A major poll issue in the region, the
state government has repeatedly pointed
out spiralling cost overruns and delays.
It sought the Centre’s help to quickly fin-
ish the project.
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Stricter Caps Won't
Hurt Oil Supply IEA

Hiroshima: The International
Energy Agency(IEA)doesnotex-
pect moves by the Group of Seven
nations to counter the evasion of
price caps on Russian energy
will change the supply situation
for erude oil and oil products, the
IEA's Executive Director Fatih
Birol said.

The G7, the European Union
and Australia agreed to impose a
$60-per-barrel price cap on Russi-
anseabornecrudeoilandalsoset
an upper price limit for Russian
oil products to deprive Moscow
of revenues for its invasion of
Ukraine.

The G7 will enhance efforts to
counter evasion of the caps "whi-
le avoiding spillover effects and
maintaining global energy supp-
ly", the group said on Saturday,
without giving details, during its
annual leaders' meeting.

The IEA, which provides analy-

sis and input to the G7 on energy,
does not see the enhanced enforce-
ment of the price caps affecting
the global oil and fuel supply, Birol
told Reuters inan interview on the
sidelines of the summit.

"Any significant changes in the
markets as always we will reflect
in our analysis, in our reports,
but for the time beingIdon'tseea
reason to make a change in our
analysis," hesaid. Reuters

22.5.2023



Kirit Parikh

he recommendations of the

Kirit Parikh committee on

gas pricing have given rise to

some unnecessary

misgivings. Before allaying
these misgivings, [ summarise the main
recommendations of the Parikh
committee for natural gas pricing
reforms.

*The price of APM (administered
Price Mechanism) gas, i.e, gas produced
by public sector companies, ONGC and
OIL, which were allotted the gas fields
without any competitive bidding, should
be within a floor price and a celling price.
The floor price of $4/MMBTU would
cover at least the marginal cost of
production of gas by ONGC and OIL.
The ceiling price of $6.5/MMBTU was
fixed so that it will remain below the cost
of regassified imported LNG.

*The price of APM gas is to be fixed
based on the average cost of import of
Indian crude oil in the previous month
with a slope of 10 per cent subject to the
floor and ceiling prices. Thus if the
import price was US$70/barrel, the gas
price should be $7/MMBTU. Since this
exceeds the ceiling price, APM gas price
will be fixed at the ceiling price.

*There are other fields given through
bidding with different pricing regimes,
some with cost sharing, some profit
sharing and some product sharing.
Producers from these fields are free to
set the price of gas within a ceiling price
that the government revises every six
months. The committee had
recommended that this limit be
removed from January 1, 2026, The
reason for delaying the removal was that
many contracts are linked to it and that a
sudden removal will cause disruption
and legal tangles. In fact, such a delay
was argued for by the gas producers.

CRITICS ARE WRONG

A number of questions have been raised
with respect to these recommendations.
I shall spell them out and answer them:

* Why revise APM prices when the world
market price of gas has come down to
$2/MMBTU at the Henry hub in USA?

The APM price was $8.57/MMBTU
and the revision brought it down to
$6.5/MMBTU, which reduced the price
for PNG (piped Natural Gas supplied to
households) and CNG (Compressed
Natural Gas for transport) users by 8-10
per cent. If the APM pricing mechanism
was not revised in April 2023, the price
of APM gas would have been
$9.16/MMBTU.

It is untenable to argue that price
should not have been revised and on the
other hand, object tolower price for
PNGand CNG users!

* Some critics are intrigued by the floor
price of $4 and ceiling price of $6.5 for APM
gas and also ask why it is applicable to only
APM gas.

The reason for treating APM gas
differently is that they do not have any
cost, profit or production sharing
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Why the new gas
pricing policy works

The varied price band for APM and new gas fields will incentivise domestic output

obligations as the other gas producers.
The reason for the floor of $4 is that it
will cover the marginal cost of
production of gas by ONGC and OIL.
The ceiling price of $6.5 is fixed because
it will be lower than the cost of landed
and regassified imported LNG even
when the price of gas on the
international marker falls to $2. Since
2017-18, the import price of LNG has
not fallen below $6/MMBTU.

*Some also question the price of
$12.12/MMBTU set for difficult fields as
this is only marginally below the well
head price in the previous six months.
They do not seem to have appreciated
that the price is only a ceiling and if gas
can be imported at a lower cost the
domestic producers cannot charge a
price above it.

* Also the linking of APM gas price to
average price of imported crude in the

The reason for treating
APM gas differently is
that they do not have any
cost, profit or production
sharing obligations as the
other gas producers

previous month is questioned.

The reason for this linkage is that the
main alternative fuels of PNG and CNG
users are LPG (liquefied petroleum gas)
and diesel, respectively. The linkage
assures that the consumers of PNG and
CNG will find gas price to be
economically attractive compared with
their alternatives.

The APM gas pricing mechanism was
changed because the earlier formula that
linked APM gas producer price to the
weighted average price of international
hubs in US, Canada, Europe and Russia,
led to some anomalies, For example, the
price from October 20 to September 21
was $1.79, way below the marginal cost
of production of ONGC and OIL. Also in
acompetitive and efficient market the
consumer prices of domestic gas and
imported gas should be equalised and
not producer prices. The upper ceiling of
$6.5is also based on long-term cost of
Indian crude imports over many years.

ROAD AHEAD

Finally, there have been questions as
how these policies will lead to
government’s target of having 15 per
cent share of gas in the country’s energy
basket by 2030 from 6.5 per cent today.
Even today our import of gas constitutes

45-50 per cent of consumption. Thus we
need to increase domestic production
from existing fields as well as from new
fields.

The removal of ceiling price and
complete pricing and marketing
freedom by January 1, 2027 as
recommended by the committee would
create incentives to invest in E&P
(exploration and production). While the
government has delayed decision on this
recommendation, it has provided
incentive of 20 per cent price premium
to ONGC and OIL for increasing
production from their non-APM fields.

Also, to reach the government’s target
itis necessary to increase domestic
demand. The demand for PNG and CNG
can contribute to this. The suggested
pricing will ensure healthy growth in
this demand. To increase demand for the
power sector in the face of dramatic cost
reductions of solar powerand battery
technologies and net zero target of 2070,
gas price would have to fall significantly.

I have described the rationale of the
Parikh committee suggestions and none
of the comments made by the critics are
persuasive.

The writer is Chairman, IRADe, and head of the
committee set up to review gas pricing formula
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