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LPG Federations Reject Strike Call, Favour Talks

Press Trust of India

New Delhi: Major LPG distributors’ fe-
derations have opposed a proposed pro-

test in Delhi and an indefinite strike, fa-

vouring dialogue with state-run oil mar-
keting companies (OMCs) and the petro-
leum ministry to resolve demands for
higher commissions and relief from ope-
rational and commercial pressures.

The Federation of LPG Distributors of
India (FLDI) and the All India LPG Dis-
tributors Federation (AILDF), the two
main bodies that claim membership of
most LPG distributors in the country,
distanced themselves from the proposed
protest and strike call given by a smaller
splinter group.

While FLDI said it did not support the
proposed agitation, maintaining that
distributors’ concerns should be addres-

sed through constructive engagement
and concrete decisions, AILDF said it
would not participate in the proposed
protest announced in Del-
hion October 26.

AILDF said it “believes in
solutions through mea-
ningful discussions” and
that its “member distribu-
tors assure uninterrupted

:ili,sfributors LPG home delivery, whate-
facerising ver the challenge.”

costsas “When the nation needs
commissions Us, we have always delive-
remain red. Every home, every
unchangedfor crisis,everytime,”itsaid.
fiveyears The commission paid to

LPG distributors for the
sale of domestic cooking gas has remai-
ned unchanged for the past five years de-
spite arisein costs.

Distributor associations have been en-

gaged with the OMCs and the petroleum
ministry to raise the commission. A
splinter group, however, has issued a
strike call to pressforthe issue.

The LPG Distributors Association of
India (LDAI) has called for a day-long
dharna on October 26 in Delhi.

“The AILDF has once again met with
the Directors (Marketing) and senior
LPG officials at the head offices of PSU
oil marketing companies, continuing its
sustained dialogue with the oil compani-
es, Ministry of Petroleum and Natural
Gas, and GAIL/IGL officials,” it said.

“Since March 2026, followed by April,
June, August, September and now Octo-
ber 2026, AILDF has consistently taken
up the concerns of LPG distributors at
various levels. Sometimes, due to the
world energy crisis, decisions take time.
Hope for better outcomes for the distri-
butor network.”



Oil politics reeks of hypocrisy

India’s crude procurement must not be guided by foreign political pressures

AJAI MALHOTRA
FORMER AMBASSADOR TO RUSSIA

N March 2000, US Presi-
dent Bill Clinton thanked
Dhirubhai  Ambani  in
Mumbai for contracting
Bechtel to build Reliance
Industries’ Jamnagar refinery,
creating thousands of US jobs.

Twenty-six years later, US Sec-
retary of State Marco Rubio flew
from Mumbai to Jamnagar to
have darshan of Reliance Chair-
man Mukesh Ambani on Octo-
ber 21, underscoring the inter-
section of energy, geopolitics and
electoral caleulations in Wash-
ington. Even as the US contin-
ues to welcome Indian capital, it
now also seeks to dictate India’s
energy choices.

While pressmg India to cut
Russian oil imports, the US is
encouraging Indian refiners to
process more Venezuelan crude
and courting Indian investment
in a new American refinery. Oil
is both a strategic instrument
and a commercial commodity,
with rules increasingly set by
political expediency.

The Rubio wisit brings three
distinet oil streams into focus:
Russian Urals crude, Venezuelan
heavy blendsand Americanlight
shale. Jamnagar, with a capacity
of 1.4 million barrels per day, is
the world’s largest single-site
refinery. Its ability to process
diverse crude grades economical-
ly makes it central to India’s fuel
supply and exports. For Washing-
ton, it is a potential market for
heavy, sulphurrich Venezuelan
crude and a source of diesel.

With high domestic diesel
prices and the November 3 US
congressional midterm elections
approaching, President Donald
Trump eased restrictions on US
imports of Russian diesel to
relieve pressure on fuel markets.
The Rubio visit followed the
Trump-Putin agreement of Octo
ber 9 to import 4.8 million tonnes
of Russian diesel into the US
under a waiver valid till April 7,
2027. Republicans face narrow
congressional majorities, and
diesel affordability remams cen-

STRATEGIC : US Secretary of State Marco Rubio's Jamnagar visit underscored the intersection of energy,
geopolitics and electoral calculations in Washington. Fri

tral to voters. Washington's
strategic objections to Russian
energy appear far less absolute
wihen domestic political costs rise.

The double standard is
unmistakable: Russian energy
purchases are condemned
when serving India’s economic
interests, yet become accept-
able when US consumers face
price shocks. Washington may
distinguish between crude oil,
refined products, licences and
legal structures, but the
hypocrisy is clear.

This 1s not an argument for
India and the US, whose strate-
gic assessments differ, to adopt
1dentical policies towards Rus-
sia. It is an argument against
applying a selective standard to
auniversal commodity. If energy
security legitimately concerns
American households, it cannot
be dismissed for Indian ones.

The sharpest contradiction con-
cerns Russia. Washington has
long criticised India’s discounted
Russian crude purchases, argu-
ing that ol revenues finance
Moscow’s conflict with Ukraine,
while carving out waivers for
itself to import Russian uranium
and now diesel to meet domestic
energy needs. India's crude pro-
curement must be guided by
national interest, affordability
and refining requirements, not
foreign political pressures.

After bringing Venezuela's o1l
under a US-controlled framework
following the abduction of Presi-
dent Nicolas Maduro and his wife
from Caracas in January, the

Oilis both astrategic
instrumentand a
commercial
commodity, with rules
increasingly setby
political expediency.

Trump administration is seeking
investors and markets for
‘Venezuelan crude. Reliance is well
placed to help: its refineries have
handled Venezuelan heavy grades
before and are doing sonow.
Technical compatibility alone
does not determine commercial
viability. Freight charges, refin-
ing costs, payment terms, supply
reliability and price differentials
matter. Restoring Venezuelan
exports requires investment,
infrastructure and time. India
cannot replace Russian supplies
with Venezuelan ol merely
‘because Washingion prefers that
outcome. Diversification makes
sense to reduce concentration
risk and widen refiners’ options.
However, it should serve India’s
energy security, not exchange
dependence on one suppher for
anotherbeholden to US licences.
India’s vulnerability to US
licensing is not theoretical. US
restrictions against state-owned

PDVSA since 2014, escalated to
sector-wide sanctions in 2019, left
over $500 million in dividends
due to ONGC Videsh Limited
{OVL), plus interest, stranded in
Venezuela. These funds related to
OVL's investments in the San
Cristobal and Carabobo-1 ol
fields. In July 2026, the US Office
of Foreign Assets Control granted
OVL a licence to resume full oper-
ations and manage its finances in
Venezuela. OVL s exploring shift-
ing from passive investor to sole
owner-operator, despite limited
experience Inrunning technically
demanding heavy-oil fields.

Reliance’s backing for the
America First Refining project at
Brownsville, Texas, the first new
US Guif Coast refinery in half a
century, adds another facet
Announeing it in March, Trump
in this landmark US energy
investment. The widely cited $300
billion, however, refers to
Reliance’s projected 20-year off-
take value of processed crude and
refined products, not construction
cost or Reliance’s investment.
The refinery is geared to export
US Light shale al products tointer-
national markets, while also serv-
inglocal demand.

The project allows Trump to
present foreign capital as support-
ing American jobs and gives
Reliance a foothold in the world’s
largest ol-consuming economy.
Meanwhile, Essar, which sold its
Vadinarrefineryand port toa con-
sortium meluding Russia’s Ros-
neftin 2017, 1s backing an $18-bil-

lion integrated steel venture in
the US. The contrast is striking:
Indian capitalis creating US jobs
and manufacturing capacity even
as Washington threatens tariff
action against Indian goods.

If Indian investment creating
US jobs 1s welcome, India’s
interest in affordable energy,
secure supplies and independent
commercial choices should be
equally recognised. A relation-
ship cannot be mutually benefi-
cial when investment from India
iscelebrated but its independent
energy choices are a problem.

Rubio’s wisit covered a wider
canvas. Washington wants more
US energy exports, markets for
Venezuelan crude, greater Indian
investment in the US and severed
Indian oil ties with Russia. These
objectives misalign with India's
interests. New Delhi welcomes
opportunities that improve sup-
ply security, expand technology
andinvestment partnerships, and
make energy markets more com-
petitive. Yet no supplier can be
abandoned  without  conse-
quences for prices and refinery
economics. Altering  India’s
importecomposition must becom-
mercially attractive, not merely
diplomatically convenient.

India should resist its energy
procurement being made an
instrument of forced trade or a
test of geopolitical alignment.
Strategic autonomy means hav-
ing the ability to choose among
energy suppliers according to
national requirements, while
complying with applicable laws
and managing disruption risks.

The US must provide Indian
refiners with clear, durable
exemptions under the Sanction-
ing Russia and Iran Act (SRIA)
for handling Russian crude.
Washington itself buys some of
the downstream products,
exploiting the loophole that
crude transformed in a third
country changes 1ts ongin.
Explicit, written exemptions are
needed toend market uncertain-
ty. Similar clarity is needed on
the Chabahar port and the appli-
cation of secondary tariffs.

Washington is entitled to pur-
sueitsinterests, asis India. If the
US wants India as a comprehen-
sive global strategic partner, it
must treat India as one: respect-
ing its sovereign choices and
legitimate interests. Strategic
partnership must never mean
strategic subordination.
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Indias exposure to US policy rises
as \enezuela oil imports hit $3.6 bn

SANGEETHA G
CHENNAI, OCT. 25

India’s oil imports from
Venezuela surged to $3.6
billion in the first five
months of FY27, against
3255 million in the entire
previous fiscal. If pur-
chases continue at this
pace, imports could
exceed $15 billion this
vear, raising con-
cerns over India's
exixn;ure to US

policy shifts and

the risks of fresh
investments in

Venezuela's  oil —

sector, said Ajay
Srivastava, founder of
the Global Trade Research
Initiative (GTRI).

India’s growing reliance
on  Venezuelan crude
comes amid US pressure
on New Delhi to reduce
purchases of Russian oil
and buy more American
and Venezuelan supplies.

Russia’s share of India’s
oil imports, peaked at 51
per cent in July before
declining to 45 per cent in
August.

Srivastava said India
must assess whether the
shift in sourcing serves its
commercial interests
rather than respond to
geopolitical pressure.
India imports around 90

per cent of the oil it
consumes, making
reliable  supplies
and  competitive
prices critical to
energy security
He cautioned
against fresh invest-
ments in Venezuela, cit-
ing India's previous expe-
rience. Subsequent US
sanctions against the
Venezuelan company
affected Indian invest-
ments, while private-sec-
tor companies, including
Reliance, also suffered
losses because of sanc-

tions.

“Buying oil from a sup-
plier is one thing; commit-
ting billions of dollars to
develop oil fields is anoth-
er,” he said, pointing to
the risks of long-term
investments amid uncer-
tain US policies.

Venezuela's oil fields are
in poor condition, with
production estimated at
about one-third of their
potential. Restoring the
sector could reguire
around $100 billion in
investment and take seven
to 10 years, according to
estimates cited by
Srivastava.

Although Venezuelan
crude is cheaper, its heavy,
and low-grade nature inc-
reases processing require-
ments and can reduce
vields. However, refining
costs and product yields
must also be considered
when assessing its overall
economic viability
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Govt to Defray Half Cost of Risky Deepwater Exploration Wells

New Delhi: The government will
pay up to half the cost of risky deep-
water exploration wells under its Rs
84,084-crore Samudra Manthan

iy’s Laboratories Ltd. ‘ ‘
10RTR1QRAPI CNNARNT

scheme, but expects to be repaid out
of revenueif awellfindsoil or gas. If
itfindsnothing, the state absorbs the
loss. That recovery clause, set out in
newly issued operational guide-
lines, is the scheme's central bar-
gain: the government carries early
geological risk and keeps a claim on

any upside. The guidelines say re-
covery starts after seven years of
commercial production, or once the
operator has recouped 50 per cent of
its exploration and development
costs, whichever comes first. Repay-
ment comes in annual instalments,
with no inflation indexation. PTI
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Avg India oil prices hit 15-yr high

Threaten OMC margins, add to Centre’s fiscal strain

KRITY AMBEY, SHUBHANGI
MATHUR & SANJEEB MUKHERJEE
New Delhi, 25 October

Thesurge in the price of India’s
crude oil basket to a nearly
15-year high threatens to
squeeze oil marketing com-
panies’ (OMCs’) margins, stoke
inflationary concerns and add
to the Centre’s fiscal pressures
amid mounting fertiliser sub-
sidy costs. The basket averaged
around $120 abarrelin October
so far, its highest level since
March 2012, when it averaged
$123.61abarrel.

For India, which relies
heavily on imported crude, a
prolonged price surge could
widen the current account defi-
cit (CAD), increase the cost of
shielding consumers from
higher fuel prices and leave the
government with less fiscal
room. OMCs continue to face
under-recoveries despite retail
fuel priceincreasesin May, while
the fertiliser subsidy bill could
exceed the FY27 Budget Esti-
mate by more than 76 per centif
the current trajectory persists.

The extent of the economic
falloutwilldepend on how long
crude prices remain elevated,
particularly over the next three
months, economists said.

“If crude oil prices remain
elevated for the next three
months, the immediate effect
would be visible on wholesale
inflation as manufacturers
would bear the high input
price,” said Madan Sabnavis,
chief economist at Bank of
Baroda. “However, I wouldn’t
expect manufacturers to pass
on the burden to consumers
until the festive season ends.”

Wholesale price index-
based inflation, which had
hovered close to 10 per cent
since May, rose to 11.4 per cent
in September. Sustained input-
cost pressures could eventually

|

THE BASKET AVERAGED
S$120 A BARREL IN OCTOBER
SO FAR, ITS HIGHEST SINCE
MARCH 2012, WHEN IT

AVERAGED $123.61 A BARREL

feed into retail inflation,
dependingoncompanies’ pric-
ing decisions and demand con-
ditions. “Overall, India’s retail
inflation may hoveraround 5-6
percentinthecoming quarter,”
Sabnavis said.

The Reserve Bank of India
(RBI) raised its projection for
consumer price index (CPI)-
based inflation to 5.2 per cent
from 5 per cent this month. The
Monetary Policy Committee
alsohiked the policy repo rate by
25basispointsto5.5percentand
shifted its stance to “calibrated
tightening” from neutral.

OMC losses, fuel prices

add to fiscal strain

OMCs remain caught between
rising international crude prices
and the difficulty of passing on
the higher costs to consumers.
Although petrol and diesel
prices are technically deregu-
lated, state-owned retailers
have at times kept pump prices
unchanged despite sharp
movements in global crude
prices, putting pressureon their
marketing margins.

OMCs raised retail fuel
prices by around X750 a litre in
four tranches in May. However,
with crude prices crossing $100
a barrel after the West Asia war

began, the companies have con-
tinued tofaceunder-recoveries.

“Even after the hikein retail
pricesof fuel, OMCsare record-
ing under-recoveries,” said
Madhavi Arora, chief econ-
omist at Emkay Global. “OMCs
may requireextrasupportifthe
under-recoveries continue in
the third quarter aswell.”

The losses have widened
sinceSeptember. OnSeptember
23, Icra had estimated under-
recoveries of I8 per litre on
petrol and 9 per litre on diesel.
The under-recovery on diesel
hassince doubled toaround 320
per litre, said Prashant Vasisht,
vice-president and co-head of
corporate ratings at Icra.

“OMCs are looking at the
sustenance in crude oil prices.
The geopolitical condition is
very volatile right now and
everyone is waiting for a break-
through. However, if energy
prices remain elevated at these
levels, the firms might have to
consider raisingretail fuel prices
for consumers,” Vasisht said.

Equirus Securities had ear-
lier warned that sustained
crude prices above $100 a
barrel could pressure OMC
finances, particularly if petrol,
diesel and LPG prices remain
unchanged. The impact would
depend on retail-price pass-
through, government policies
and refining cracks.

Among the major OMCs,
Hindustan Petroleum Corpor-
ation is the most vulnerable
because its refining-to-mar-
keting ratio is only 51 per cent,
compared with 74 per cent
for Bharat Petroleum Corpor-
ation and 80 per cent for
Indian Oil Corporation.

Thegovernment has already
cutthespecial additional excise
duty on petrol and diesel by T10
a litre to ease the pressure on
OMCs. But the move has come
at a cost to the exchequer. The

Centre’s excise duty collections
contracted nearly 23 per cent
year-on-year toI86,687 crorein
April-August, according to the
latest available data. The scope
for another duty cut appears
limited amid pressure on rev-
enue collections.

The possibility of further
retail fuel price increases may
also be constrained by the
approaching Uttar Pradesh
Assembly election. Any delay
in passing on higher interna-
tional costs would prolong the
pressure on OMC margins.

Fertiliser subsidies
compound fiscal pressures
The Centre faces a parallel
fiscal challenge from fertiliser
subsidies. More than 58 per
cent of the FY27 Budget Esti-
mate of ¥1.70 trillion had
already been exhausted in the
first five months of the finan-
cial year. If the current trajec-
tory continues, the bill could
exceed the allocation by more
than 76 per cent, reaching
around 3 trillion. This would
be the highest annual fertiliser
subsidy bill on record.

There has been some relief
on the input-cost front, with
urea prices falling from nearly
$950 a tonne to around $390 a
tonne between May and Sep-
tember 2026. However, persist-
ently high di-ammonium
phosphate (DAP) and sulphur
pricescouldlimitthedeclinein
the overall subsidy burden.

Natural gas, a key raw
material for urea production,
hasbecome substantially more
expensive, rising from around
$10 per million British thermal
units (MMBtu) before the West
Asiawar to more than $28-29 per
MMBtu afterwards. This could
offset some of the relief from
lower urea prices, limiting the
scope forasignificant reduction
inthe fertiliser subsidy bill.

More on business-standard.com




US courting
RIL’s refining
muscle to keep
oil flowing

US Secretary of State Marco
Rubio last week spent half a
day in a town most
Americans cannot find on a
map.

The vwisit to Jamnagar,
Gujarat, home to the world's
largest single-site oil refinery,
is being seen as Washington's
bid to leverage Reliance
Industries’ refining capacity
to process more Western
Hemisphere crude and safe-
guard global fuel supplies,
rather than forcing India off
Russian oil, analysts said.

Sumit Ritolia, senior man-
ager for modelling at Kpler,
said Washington's “immedi-
ate interests appear increas-
ingly aligned with maintain-
ing energy flows, expanding
bilateral trade and ensuring
market stability rather than
forcing a rapid reduction in
Russian crude purchases.”

The stakes are as much
American as Indian With a
processing capacity of 14 mil-
lion Dbarrels per day,
Jamnagar is a major diesel
exporter to the United States,
Europe, Africa, Asia and
Australia, and US diesel
prices are under pressure
ahead of the midterm elec-
tions.

"Any significant disruption
to its operations or crude
spurcing could have implica-
tions for diesel availability,
regional product balances
and refining margins,” Ritolia
said.

The visit brought into focus
the Trump administration’s
wider push w deepen energy
ties with India -PTI
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West Asia crisis: Govt ready
with energy, fertiliser stocks

Higher Oil Prices Likely To Hit Currency And Deficit Levels
FREIGHT RATES A CONCERN

Sidhartha@timesofindia.com

New Delhi: As war clouds
gather over West Asia once
again, govt seems better pre-
pared with energy and ferti-
liser stocks, but higher oil
prices will hurtthe currency
and deficit levels, apart from
foreign portfolio invest-
ment, which is already un-
derstrain.

Besides, the already-ele-
vated freight rates — nearly
10 times the pre-war level on
certain routes — will spike
further as insurance premi-
ums rise in an environment
when finding vessels and
crew to go into the Strait of
Hormuz is often difficult.
This will have an impact on
exports as well as the entire
supply chain when contai-
ner shortages are seen in the
eastern hemisphere, along
with port congestion in cer-
tain parts of the world.

On Oct 22, the Drewry
World Container Index was
at $4,585 for a 40-feet contai-
ner, compared with $1,746 on
Oct 25, 2025.

“It is already pushing fre-
ight rates beyond a point.
Right now, buyers are mana-
ging because they were short
of inventory Now, that they

> Freight rates (nearly 10
times the pre-war level on
certain routes) will rise fur-
ther with increase in
insurance premiums

> This will have an impact
on exports and entire supply
chain, amid container short-
ages and port congestion in
certain parts of world

> Any uncertainty, mainly a
war which has implications

on global energy -~
supplies, should be avoided,
say most businesses

> Govt has limited headroom
for fiscal concessions

are stocked up, it is unclear if
they can absorb higher fre-
ight. Fresh disruption in
West Asia will have an adver-
se impactfor rest of the world
too,” said AjaiSahay, director
general at ieo. He said conta-
inerratesto West Asian ports
have shot up from $800 to
$8,000 to $10,000 now.

“The East-West contai-
ner freight market remains
uncertain. Security risks
and attacks on ships conti-
nue to affect vessel move-
ments through the Gulf, with
only two containerships sai-
ling into the Gulf in Week 42,
down from five the previous
week. Meanwhile, sailings
through the Suez Canal in-
creased slightly, from 54 in

Week 41 to 55 in Week 42,
Drewry said.

There are also concerns
over crew and vessels ente-
ring the Strait of Hormuz,
which has emerged as the
epicentre of the conflict. In
any case, most businesses
reckon that any uncertainty,
especially a war that has im-
plications on global energy
supplies, is best avoided.

Oil is the biggest concern
with crude price for Indian
refiners averaging$120abar-
relin Oct, the highestmonth-
ly average in 12 years. And,
with petrol averaging $140 a
barrelanddiesel at over $154,
the pressure on state-run re-
tailers in mounting as they
incur losses, given that

pump prices arelinked tothe
import price of the product.

Although govt had shiel-
ded them through duty cuts
and permission to raise pri-
ces subsequently, the Centre
has limited headroom for fi-
scal concessions. Already, fu-
el andfertiliser subsidiesare
well pastlast year’slevel and
it will have to provide extra,
if theneed arises.

For the moment, top offi-
cials said, fertiliser compa-
nies took advantage of a fal-
ling price window tostock up
for the next season and the
fertiliser ministry had some
surplus cash with it due to
thesavings.

Thereis some cushionfor
the Centre due to higher-
than-budgeted disinvest-
ment receipts and dividends
from state-run financial in-
stitutions and RBI, with tax
collections holding up so far,
which is expected to keep the
fiscal deficit within the tar-
getof 4.3% of GDP. But, a spi-
ke in the import bill due to
higher commodity prices
will have impact on the trade
deficit and the current acco-
untdeficit. And, a weakerru-
pee will make it less attracti-
ve for foreign funds to invest
inIndian stocks.
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‘Crude nears $120 as war risks
collide with Fed rate decision’

NEW DELHI: Crude oil prices are heading into
another volatile week, with escalating geopoliti-
cal tensions in West Asia keeping supply fears
alive and the US Federal Reserve's monetary policy
decision expected to dictate market direction, ana-
lysts said. With Brent crude already crossing USD
117 per barrel, investors will track developments
around the Strait of Hormuz, threats to energy
infrastructure, and weekly US inventory data for
cues on the next move. Any disruption to energy
infrastructure or shipping through the Hormuz
could drive crude towards USD 120 per barrel.
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CENTRE TO BANKROLL UPTO HALF OF DEEPWATER DRILLING COSTS

Samudra Manthan: Govt to

bearlossesond

SAURAV ANAND
New Delhi, October 25
THE GOVERNMENT IS offer-
ingoiland gas explorers a new
financial arrangement to
encourage drilling in India's
deep seas: itwill pay up to half
the costofan exploratorywell
andbearits share of theloss if
no commercially viable oil or
gasis found.

However, companies mak-
ing profitable discoveries will
have torepay the money, under
the Centre's ¥84,084-crore
Samudra Manthanscheme.

The move is aimed at tack-
ling one of the biggest hurdles
in offshore exploration: com-
paniesmustspend hundredsof
crores searching foroil and gas
without anyguaranteeofa dis-
covery.Under thenewarrange-
ment, the government will
share that financial risk, while
companieswillremain respon-
siblefordrilling operations and
the remaining expenditure.

According to the petro-
leum ministry's operational
guidelines, the Centre will
fund up to 50% of the actual
drilling cost, subject to a ceil-
ing of ¥675 crore per well. If
drilling fails to find oil or gas,
ordiscovers reserves thatcan-
not be commercially pro-
duced, the government will
not recoverits contribution.

RISK SHARING

B Government
assistance is

capped at commercially viable
675 crper reserves remain
eligiblewell | undiscovered

m Successful wells trigger
repayment after seven years
or 50% cost recovery

For successful wells,
repayment will begin after
seven years of commercial
production or when the com-
pany hasrecovered 50% of its
explorationand development
costs,whicheverhappens ear-
lier. The money will be recov-
ered through annual install-
ments from company
revenue, without any adjust-
ment for inflation or the time
value of money.

The arrangement means
companies will not have to
repay government assistance
merely because oil or gas has
been discovered. Recovery is
linkedto the discovery becom-
ing commercially viable and

o Failed wells attract
no repaymentif

enteringregular production.
Petroleum Secretary Neeraj
Mittal described Samudra
Manthan as a"structural break
inIndia's approachto offshore
exploration”,  saying it
addresses the financial diffi-
culties that earlier policy
reforms could not resolve.
The scheme comes against
the backdrop of India's heavy
dependence on imported
crude oil. The country's
annual oil import bill is
around $144 billion,or ¥13
lakh crore, according to gov-
emment estimates.
Deepwater exploration is
particularly expensive. Drilling
asingle exploratory well costs

awinew, Y

oil wells

#m Scheme allocates
43 200 crore for 60
deepwater and ultra-
deepwater wells

mFour seabed
rock-study
wells qualify for
100% funding,
capped at

; 1,350 crore

W'a

=W

around $125-150 million,
while developing an explo-
ration block into a commer-
cially producing field typically
takes five to ten years.

Of the scheme's total out-
lay, ¥43,200 crore has been
allocated for drilling 60 deep-
water and ultra-deepwater
wells. Of these, 56 wells will
qualify for funding of up to
50% of drilling costs.

The remaining four wells,
intended to study rock forma-
tions beneath the seabed, can
receive full funding, capped at
¥1,350 crore each. Only cen-
tral publicsector companiesor
consortiums led by them can
seek assistance for thesewells.
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‘Crude nears USD 120 as
West Asia risks collide
with Fed rate decision’

NEW DELHI, Oct 25:
Crude oil prices are heading
into another volatile weelk,
with escalating geopolitical
tensions in West Asia keep-
ing supply fears alive and the
US Federal Reserve's mone-
tary policy decision expected
to dictate market direction,
analysts said.

With Brent crude already
crossing USD 117 per barrel,
investors will track develop-
ments around the Strait of
Hormuz, threats to energy in-
frastructure, and weekly US
inventory data for cues on the
next move.

The American Petroleum
Institute and the US Energy
Information Administration will
release their weekly stock es-
timates, while Cushing crude
inventories and the Federal
Open Market Committee’s
October 27-28 meeting will be
in focus, they added.

Any disruption to energy
infrastructure or shipping

through the Strait of Hormuz
could drive crude towards
USD 120 per barrel in global
markets, while credible
progress towards de-escala-
fion could trigger a sharp cor-
rection, said Ajyit Mishra, SVI-
Research at Religare Broking.

On the Multi Commodity
Exchange, crude oil futures for
MNovember delivery climbed
Rs 406, or 4.32 per cent, dur-
ing the holiday-shortened
week, to close at Ks 9,800 per
barrel.

The gains in domestic mar-
kets came as escalating US-
Iran tensions, fears of renewed
military action, Houthi attacks
on Saudi infrastructure and
threats to critical shipping
routes sustained the geopolit-
ical risk premium, Mishra said.

For India, a prolonged spell
of elevated crude prices could
mean mounting pressure on
the rupee, inflation, the cur-
rent account and corporate
margins, he added.

In overseas trade, Brent oil
futures for the December de-
livery climbed USD 7.52, or
nearly 7 per cent, over the
past week to settle at UsD
117.38 per barrel on the In-
tercontinental Exchange.

West Texas Intermediate
(WTI) futures for the same
month contract advanced UsD
4.25, or 4.3 per cent, to settle
at USD 103.27 per barrel on
the New York Mercantile Ex-
change.

“The rally gathered pace as
attention returned to escalat-
ing attacks around the Hor-
muz and Saudi Arabia, reviv-
Ing Concerns over energy in-
frastructure and export secu-
rity,” said Navneet Damani,
Head of Research - Commodi-
ties at Motilal Oswal Finan-
cial Services Ltd.

The Fed's meeting will pro-
vide another test for oil prices,
as investors assess how poli-
cymakers view inflation amid
rising energy costs, — PTI
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Crude nears $120 as
West Asia risks collide
with Fed rate demsmn

Crude oil prices are heading
into another volatile week,
with escalating geopolitical
tensions in West Asia keeping
supply fears alive and the US
Federal Reserve monetary pol-
icy decision expected to dictate
market direction, analysts said.
With Brent crude already
crossing $117 per barrel, imves-
tors will rack developments
around the Strait of Hormuz,
threats to energy infrastruc-
ture and weekly US inventory
data for cues on the next move.

The American Petroleum
Instinite and the US Energy
Information Administration
will release their weekly stock
estimates, while Cushing crude
inventories and the Federal
Open Market Committee
October 27-28 meeting will be
in focus, they added. The near-
term bias remains bullish but
highly headline-drivern; traders

should avoid chasing sharp
rallies and monitor geopoliti-
cal developments, Fed gui-
dance and weekly inventory
data for directional confirma-
ton, Ajit Mishra, senior vice
president for research at
Religare Broking, said

Any disruption to energy
infrastructure or shipping
through the Strait of Hormuz
could drive crude towards
$120 per barrel in global mar-
kets, while credible progress
towards de-escalation could
trigger a sharp correction, he
added. -PTI



Centre to recover deepwater
drilling funds if cos strike oil

New Delhi, Oct. 25: The
government will pay up to
half the cost of risky
deepwater  exploration
wells under its ¥84,084-
crore Samudra Manthan
scheme, but expects to be
repaid out of revenue if a
well finds oil or gas. If it
finds nothing, the state
absorbs the loss.

That recovery
clause, set out in
newly issued opera-
tional guidelines,
is the scheme's cen-
tral bargain, the
government carries
early geological risk
and Keeps a claim on any

upside.
The guidelines say
recovery starts after seven

vears of commercial pro-
duction, or once the oper-
ator has recouped 50 per
cent of its exploration and
development costs,
whichever comes first.
Repayment comes in

annual instalments, with
no inflation indexation.

The scheme will support
60 wells in deepwater
(deeper than 400 metres)
and ultra-deepwater
(deeper than 1,500 metres)
areas. Of these, 56
exploratory wells get up to
50 per cent of actual cost,

capped at 675 crore per
well, the guidelines

said, adding that
four stratigraph-
ie wells, drilled to
study rock layers,
get up to 100 per
cent, capped at
#1,350 crore each.

Only state-run firms or
consortia they lead can
apply.

Payment is milestone-
based, 40 per cent when
drilling reaches 40 per
cent of the approved
depth and 60 per cent on
completion and approval
of the well report.

— PTT
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Gas reserve ‘could blow away $330bn’

EXCLUSIVE

NOAH YIM

One of Australia’s largest mining
groups says Labor’s domestic gas
reservation plan threatens about
$330bn in undeveloped WA gas
despite the bill being ostensibly
designed to “fix structural prob-
lemsin the east coast gas market”,

The Cook Labor government
saysit will seek an “effective carve-
out” for WA, setting up another
test for federal Labor in the state
that handed Anthony Albanese
majority government in 2022. The
Chamber of Minerals and Energy
WA said the bill risked the state’s
relatively successful gas reser-
vation policy which it said had

“delivered a balanced market and
comparatively low and stable pri-

ces”.

“CME estimates the bill puts at
risk 25444 (petajoules) of WA's
undeveloped gas.” it said. “That
gas is worth around $330bn.
Developing it would return
around $89bn to the Australian
government and support around
3800 W A construction jobs.

“Many of WA’s undeveloped
gas resources are already mar-
ginal. The bill adds a new layer of
cost and uncertainty to every one
of them. Investors have no short-
age of options for where they de-
ploy the capital. If WA projects
don’t stack up, the investment will
go to competing LNG projects
overseas.”

Chief among its concerns is

that under the bill, the minister
has the power to grant an exemp-
tion. “The provisions for a carve
out are neither guaranteed nor en-
during, creating real or perceived
risks that broad ministerial direc-
tion could be exercised in a way
that undermines WA's market
and the WA government's role in
administering it,” CME WA said.
“Section 23 does not require the
minister to set the domestic supply
obligation to zero. Anything
above zero means two schemes
regulating the same gas: double
regulation, extra compliance re-
quirements for producers.”

When contacted for comment,
WA Premier Roger Cook’s office
said the state government would
seek a carve-oul from its federal
counlterparts.

“Industry has expressed their
concerns about the bill to the fed-

eral government, but proposing
constructive amendments is a sign

‘If WA projects
don't stack up, the
investment will go
to competing LNG
projects overseas’

THE CHAMBER OF MINERALS
AND ENERGY WA

of co-operation,” a government
spokesman said. “The Cook Labor
government has been consulting
with industry and will be putting
our own detailed suggestions on

amendments that would achieve
an effective carve-out for WA, so
that we can continue to attract the
investment needed to create jobs
and secure future ... supply.”

Labor’s push for a gas reser-
vation marks the biggest inter-
vention into the industry in
decades, and proposes forcing
LNG exporters to supply up to 20
per cent of their volumes to dom-
estic consumers.

CME WA also said that under
the bill as proposed, that exemp-
tion could lapse after just one year
and that the minister could revoke
the exemption “with short notice™.
Further, it said the new rules
would amount to investment bar-
riers. “Joint ventures, selldowns
and acquisitions are normal over
the life of an LNG project,” it said

in its submission to a parliamen-
tary inquiry. The bill makes all of
them harder, with no benefit to
domestic supply or prices,

“Export licences are non-
transferable. A buyer would need
to apply for a new licence, and the
seller would have to surrender
theirs.

“It is also unclear whether or
how a new licence holder would
keep any (domestic supply obli-
gation) variation granted to the
previous holder.”

It said the rules gave the
minister “effective veto over
transactions”.

Resources Minister Madeleine
King said, introducing the bill ear-
lier this month, that the proposed
changes were motivated by a
“simple proposition”™.

“Exporters that benefit from
Australia’s gas resources should
make an appropriate contribution
to the domestic markets connec-
ted to those resources,” she said at
the time.

“The framework does not limit
the amount of LNG that may be
exported. It instead establishes a
predictable and proportionate
domestic contribution while al-
lowing exporters to continue par-
ticipating in international
markets.”

Industry has previously voiced
concern at the proposed design of
the reservation. Woodside has
warned this could delay a decision
on four proposed gas wells and
Origin has demanded more infor-
mation on how the scheme would
work during times of abundance.



