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‘Govt cannot be held to ransom™: Delhi HC
clears ONGC takeover of Vedanta oil block

BHAVINI MISHRA
New Delhi, 22 July

State-run Oil and Natural Gas Cor-
poration (ONGC) is now in a posi-
tion totake control of the assetsand
operations of an offshore oil-and-
gas block off the Gujarat coast after
the Delhi High Court upheld the
Uniongovernment’sdecision refus-
ingtoextend Vedanta’s production-
sharingcontract (PSC) for it.

Justice Purushaindra Kumar
Kaurav dismissed Vedanta’s chal-
lenge tothe order of the Ministry of
Petroleum and Natural Gason Sep-
tember 19 lastyear.

The ministry had rejected the
company’s request for a 10-year
extension ofthe PSC, and directed
ONGC to immediately take over
the offshore block, located near
Suvali, Gujarat. An earlier status
quoorder passed by the court now
stands vacated.

The court ruled that Vedanta
was not entitled to an extension
afteritunilaterally adjusted around
88 crore from the government’s
share of profit petroleum to offset
its liabilities arising from special
additional excise duty (SAED).

“Ex facie the said unilateral
deduction was not bona fide. The
petitioner is handling public
resources of the people of India.
The scheme of the PSC is such as
would require the private company
to give the share of the Govern-
ment,” the court said.

The block comprises the Lak-
shmi and Gauri gas fields. It was
awarded in 1998 to a consortium of
Cairn Energy, Tata Petrodyne and
ONGC. Vedanta later became the
operator and currently holds a 40
per cent participating interest,
while ONGC owns 50 per cent and
Invenire Petrodyne (formerly Tata
Petrodyne) the remaining 10 per
cent. The PSC expired on June 29,
2023. Vedanta and the other con-
sortium members had sought a
fresh termtill June2033 by filingan
applicationinJune2021. Whilethe
request remained pending, the
Centre granted five interim work-
ing permits to allow petroleum
operations to continue.

Following the introduction of
SAED in 2022, Vedanta sought to
recover the tax by adjusting it
against the government’s share in
profit petroleum. The proposal was

THE COURT RULED THAT
VEDANTA WAS NOT ENTITLED
TO AN EXTENSION AFTER IT
UNILATERALLY ADJUSTED
388 CR FROM THE GOVT'S
SHARE OF PROFIT PETROLEUM
TO OFFSET ITS LIABILITIES
ARISING FROM SPECIAL
ADDITIONAL EXCISE DUTY

rejected by the ministry, which
said such a course would violate
the PSC. Despite this, the firm
deducted $9.33 million (around
88 crore) between the second
quarter of FY23 and the second
quarter of FY25.

The Directorate General of
Hydrocarbons later asked for a
recovery of $10.13million alongwith
interest. Vedanta repaid the princi-
pal on September 12 last year, a
week Dbefore the government
rejected itsextension request while
reserving its rights in arbitration.
The court held that repaying the
amountdid not canceloutitsearlier
conductor prevent the government
from considering it while deciding
whether Vedanta should continue
operating a public resource.

“The Government cannot be
held ransom to the whims of a
private company, which as per
itsfancies, interpretations, wishful
dreamy adjudications tramples
upon the Union’s share,” the judg-
mentsaid.

The court further observed:
“The petitioner, while unilaterally
deducting the Government of
India’s share of Profit Petroleum,
unfortunately, has utilised India’s
natural resources for its own bene-
fits, rather than for the interestof the
Country. Indoingsoithasbreached
the obligations under the Public
Trust Doctrine, which in turn flow
from the Constitution of India.”

The court also rejected Ved-
anta’sargument that the extension
should be treated as automatically
approved because the ministry did
not decide its application within
the timeframe prescribed under
the 2017 “Extension Policy”.

It held that the policy did not
provide for deemed approval and
that the government was entitled
totake intoaccount developments
occurring after the extension
application was filed while decid-
ingwhether to grant a fresh term.
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Saudi tanker U-turns may
add $10 bn to India’s ol bill

SAURAY ANAND
New Delhi, July 22

INDIA'S ANNUAL CRUDE
import bill could rise by $8-10
billion if Houthi threats force
Saudi oil tankers to avoid the
Red Sea,adding afresh supply
riskalongside tensions around
the Strait of Hormuz. The first
operational response to the
deteriorating security situa-
tion is already visible. Accord-
ing to MarineTraffic data, two
crude tankers carrying Saudi
oil for India and China have
altered their planned voyages
after departing Saudi ports.

Singapore-flagged  Xin
Long Yang,whichleftYanbu on
July 20 with Qinzhou in China
as its declared destination,
turned back in the Red Sea.
Liberia-flagged Rodos, which
departed Al Muajjiz on July 20
carrying crude for New Man-
galore, changed its declared
destination to the Suez Canal
eadier on Tuesday.

According to Kpler, traffic
declined sharply at Bab el
Mandeb down 34% to 29
amid a worsening security
backdrop. Four confirmed U-
turns near the Gulf of Aden
indicate that ship operators
are becoming increasingly
cautious following Houthi
threats against Saudi-linked
shipping. Such diversions

TRADE DISRUPTION
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could delay crude deliveries to
Asia by severalweeks.

India imports around 5.5
million barrels per day, with
40-45% sourced from West
Asia. Hitesh Jain, strategist,
institutional equities research
at YES Securities, estimated
that rerouting around the
Cape of Good Hope would add
10-15daysand $0.75-2abar-
rel to transport costs for avery
large crude carrier carrying 2
million barrels. The increase
could exceed § 3 if tanker avail-
ability tightens.

War-risk insurance is surg-
ing. Jain said premiums for
Hormuz transits had reached
around 5% of vessel value in
March, against a fractionof a

percentage point in normal
periods. For a $160-million
tanker, that translatesinto §8
million pervovage.

The combined freight,
insurance and security burden
could raise India’s landed cost
forWest Asian crudeby §1.5-3
a barrel under a base case and
§3-5 under stress, Jain said.
Every§lincrease adds §2-22
billion to India’s annual
import bill; a sustained $4 rise
could cost 58-10 billion.,

ManasMajumdar,leader,oil
and gas, fuels and resources at
PwC India, estimated shipping
costs could jump 50-80% as
ownersavoid riskyroutes,while
alternative supplies from Rus-
sia, South America and Africa

® Shipping slows: Traffic
via Bab el-Mandeb has
fallen 3ﬁ%l with
multiple tanker U-turns
pointing to growing
caution among

ship operators

u Freight & insurance
surge: Rerouting could
add 10-15days to
voyages, while war-risk
premiums may lift landed

21 crude prices by

$2-5 a barrel

could add 15-20 days. War-risk
premiumsmay risetwo tothree
times, adding $§2.5-5 million
perVLCCvovage.

“ForIndia these costs could
lead to an ad ditionof $2 -4/ bbl
to the landed cost of crude,”
Majumdar said, estimating
50.7-1 billion on the monthly
importbill forevery month the
disruption continues, Higher
gas and downstream costs
could pressure the fertiliser
subsidy, more than 40% of
whose FY27 allocation has
been used in one quarter.

Praveen Rai, director at
Grant Thornton Bharat, esti-
mated that longer mutes could
together add $6-8 abarrel ina
SEVEre SCenario.
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