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Abadi Masela:Redefining Indo-Pacific LNG geopolitics

resident Prabowo Subianto 's

recent groundbreaking of Abadi

LNG Project in the Masela Block,

Maluku is far more than a
long-overdue ceremonial start for an
energy infrastructure venture delayed for
nearly 28 years.

Beneath its US$209 billion price tag
and targeted 2029 operational timeline
lies a tectonic shift in Indo-Pacific energy
geopolitics: Masela offers concrete proof
thatthe regional energy security architecture
is gradually pivoting away from reliance
on Western energy majors toward a more
politically resilient consolidation of
intra-Asian alliances.

To appreciate this strategic shift, one
must examine the drasticevolution of the
project’sownership structure. When British
energy giant Shell exited the Masela Block
by selling its 35 percent stake,
Western observers questioned
the commercial viability of a
complex, capital-intensive
offshore LNG project in the
Arafura Sea.

Shell’s departure was widely
framed asevidence that high-cost
upstream projects in developing
nations were losing appeal amid growing
pressure for global decarbonization.

That pessimistic Western narrative

A Member
Of The

proved short-lived. The project was
reinvigorated when an Asian consortium
stepped in to take over the equity.

The entry of Indonesia's state oil and
gas company Pertamina (20 percent)
and its Malaysian counterpart Petronas
(15 percent),alongside Japan's Inpex
(65 percent) as lead operator, transtormed
Masela from a standard commercial
venture into a pillar of regional
resilience.

This structural shift carries a strong
strategic logic. Western multinationals
often prioritize short-term market volatility
and remain highly sensitive to domestic
political pressures regarding aggressive
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green encrgy timelines.

By contrast, for East and Southeast
Asianeconomies, natural gas is not merely
atraded commodity, it is a critical "bridge
fuel” essential for maintaining industrial
stability and enabling a realistic energy
transition over coming decades.

For Tokyo, Inpex's involvement, fully
backed by the Japanese government, is a
matter of national economic survival.

As one of the world's leading LNG
importers, Japan understands the
extreme fragility of global supply chains,
particularly in light of ongoing geopolitical
friction and heightened tensions across
the Taiwan Strait.
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L.PG-DME blending has downsides of

material compatibili

—
Rishi Ranjan Kala
New Delhi

Even as there are some com-
mercial applications  of
blending dimethyl ether
(DME) with LPG globally,
there are certain downsides
such as material compatibil-
ity, safety and lower calorific
value of the former, Parlia-
ment was informed on
Monday.

The government is aware
of a potential pathway of
blending of DME with lique-
fied petroleum gas (LPG),
said the Minister of State for
the Ministry of Petroleum &
Natural Gas (MoPNG)
Suresh Gopi in a written re-
sponse in the Rajya Sabha.

“While some experi-
ments, pilot projects and
limited commercial applica-
tions of DME-LPG blending
have been undertaken glob-
ally, there are downsides of
material compatibility,
safety, handling, and regulat-
ory requirements and lower
calorific value than LPG,”
the Minister added.

PROCUREMENT PLAN
Presently, there is no pro-
posal under consideration to
formulate a national DME
blending policy or to provide
fiscal incentives or viability
gap funding specifically for
DME production for LPG
blending, Gopi said.
“Similarly, no procure-

ty, safety: Govt
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CAUTIOUS STANCE. MoS Suresh Gopi speaking in the Lok
Sabha during the Monsoon Session on Monday am

ment programme for DME
by PSU oil marketing com-
panies (OMCs) has been fi-
nalised,” the Minister added.

According to the Council
of Scientific & Industrial Re-
search (CSIR), DME is a
promising fuel that is both
sustainable and eco-friendly.
It is a synthetically produced
alternative fuel that can be
directly used in specially de-
signed compression ignition
diesel engines for various
purposes. Under normal at-
mospheric conditions, DME
isacolourless gas.

DME can be considered as
a ‘Second Generation fuel/
bio-fuel’ with a slight ether-
eal odour. It is used extens-
ively in the chemical in-
dustry and as an aerosol
propellant, solvent, fuel, and
refrigerant. DME exhibits

comparable calorific value
and similarity of its thermal
efficiency to traditional
fuels. It is a clean-burning
fuel with low emission and
low particulate matter.

LPG CONSUMPTION

India imports about 60 per
cent of its LPG consump-
tion, out of which about 90
per cent transits through the
Strait of Hormuz. In view of
the conflict in West Asia, the
availability of imported LPG
in the country has been im-
pacted. LPG prices are linked
to its prices in the interna-
tional market. While prices
of commercial LPGare set by
LPG marketing companies
independently, the govern-
ment continues to modulate
the effective price to con-
sumers for domestic LPG.
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MRPIL. seeks crude via
tender avoiding Red
Sea and Hormuz

Thestate-owned Mangalore Refinery & Petro-
chemicals Ltd (MRPL) is seeking crude car-
goes that sidestep the Red Sea and the Strait
of Hormuz. Therefineris looking for1 million
barrels for delivery until early September to
New Mangalore port on the southwestern
coast, according to Bloomberg. Nearly 300
crude grades are eligible under the tender,
including some West Asian varieties, which
may face loading disruptions due to US-Iran
hostilities. Refinersin India, the world’s third-
largest crude importer, are racing to secure
alternative supplies amid uncertainty over
the arrival of West Asiacargoes.  BLOOMBERG




Govt says no study vet on how
many vehicles suit E20 petrol

OUR CORRESPONDENT

NEW DELHI: The government has
admitted it does not know what share
of vehicles on Indian roads can fully
handle E20 petrol, even as it contin-
ues to insist the fuel is safe to use.

Responding to a question in the
Rajya Sabha on Monday, Minister
of State for Petroleum and Natural
Gas Suresh Gopi said the Ministry
of Heavy Industries had confirmed
that no such assessment of vehi-
cle compatibility with E20, petrol
blended with 20 per cent ethanol,
has been carried out.

Despite this gap, Gopi said the
ethanol-blended petrol programme
was rolled out in phases and backed
by scientific testing involving NITI
Aayog, vehicle manufacturers, oil
marketing companies, the Auto-
motive Research Association of
India, the Society of Indian Auto-
mobile Manufacturers, and the
Indian Institute of Petroleum. He
said trials looking at engine durabil-
ity, drivability, corrosion resistance,
material compatibility, emissions
and fuel efficiency had found E20
safe for use, and that older vehicles
showed no unusual wear or perfor-

HE20 PETROL IN INDIA
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mance issues because of the fuel

The E20 rollout has faced push-
back from opposition parties and
consumer groups, who worry about
its effect on older cars not built for
such a high ethanol blend. They have
asked whether all vehicles can truly
run on E20, pointed to possible drops
in mileage and higher upkeep costs,
and demanded clarity on who bears
responsibility if engines or fuel sys-
tems are damaged.

Gopi said E15-plus petrol has
been sold widely for over three and a
half years, and E19-E20 fuel for more
than two and a half Continued on P4
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(Govt says
no study

years, with over 20 crore two-
wheelers and above 3 crore petrol
cars now running on these blends.
“There is no verified evidence
of widespread engine failure or
vehicle breakdown attributable to
ethanol blending,” he said, adding
that carmakers are still honour-
ing warranty claims for vehicles
using E20.

On mileage, the government
said fuel economy depends on
driving conditions, habits and
how well a vehicle is maintained.
Any drop in mileage for vehi-
cles built for E10 petrol is usu-
ally around 3 to 5 per cent, it said,
while E20 brings a higher octane
rating, better anti-knock proper-
ties and smoother engine perfor-
mance, along with about 30 per
cent lower carbon emissions than
E10.

The government also cited
industry figures, saying one major
automaker serviced 2.84 crore
wvehicles in 2025-26, including 1.5
crore not originally certified for
E20, without finding corrosion
or wear tied to the fuel. Another
company tracked 1.4 crore E20-
run vehicles over an extended
period with similar results.

Gopi said ethanol supply has
been planned to also support
future petrol demand growth and
higher blends down the line, and
that foodgrain use for ethanol
is calibrated carefully, with food
security and public distribution
needs given top priority.
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MRPL seeks crude via tender
avoiding Red Sea and Hormuz

New Delhi/ SingaporeMangalore Refinery and Petrochemicals
Ltd (MRPL) is seeking to import oil via a spot tender and has, for
the first time, asked suppliers to avoid using the Red Seaand the
Strait of Hormuz, a tender document showed on Monday. Red
Sea traffic has been disrupted off the coast of Yemen since last
week by the Tehran-aligned Houthis, who want to blockade
Saudi exports, expanding the US-Iran conflict. REUTERS
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Beyond compliance, India’s road to cleaner mobility

he debate over India’s proposed

Corporate Average Fuel Efficiency

(CAFE) Il norms comes at a crucial

time for the global automobile industry
as it transitions from internal combustion engines
(ICE) to electrified powertrains. It also highlights
India’s vulnerability to imported crude oil amid
renewed geopolitical tensions. The framework
India adopts today will influence investment,
technology choices and energy security for
decades.

CAFE 111, compliance or transformation

The Power Ministry’s July 16 draft notification
marks the third iteration of CAFE III after months
of industry lobbying. While some manufacturers
pushed for stricter norms, others sought
flexibility. The proposal attempts a compromise,
but the question remains whether it prioritises
compliance over transformation.

CAFE norms set annual sales-weighted average
fuel-efficiency targets for manufacturers’
passenger vehicle fleets rather than individual
models. Introduced in the United States in 1975
after the 1973 Arab oil embargo, they aimed to
reduce oil dependence and protect consumers
from high fuel costs. The rules caused
automakers to adopt smaller, more efficient
vehicles. This also helped accelerate the rise of
Japanese manufacturers.

From the 1990s, fuel-efficiency regulations
gained a second purpose: reducing
greenhouse-gas emissions. In the United States,
the EPA’s Endangerment Finding brought
greenhouse gases under the Clean Air Act, with
later emissions standards aligned closely with
CAFE rules, While technology-neutral, the rules
encouraged innovation in hybrids and electric
vehicles (EV). Ironically, the Obama
administration’s $465 million Department of
Energy loan to Tesla in 2010 helped accelerate an
EV industry now dominated by China.

China’s experience is even more instructive. It
introduced mandatory fuel-consumption
standards in 2004, initially regulating individual
vehicle models by weight rather than fleet
averages. As car ownership surged, concerns over
oil imports and urban air pollution grew. The
standards tightened over time before China
changed direction in 2018 with the introduction
of its Dual Credit System.

Under this framework, manufacturers must
meet both Corporate Average Fuel Consumption
(CAFC) standards and New Energy Vehicle (NEV)
credit requirements. Fuel-efficiency compliance
alone is insufficient. Companies that fail to earn
enough NEV credits through EV or plug-in hybrid
production must purchase credits from those
with surplus EV production, creating a market
that rewards innovation and penalises delayed
electrification. For example, in India, Maruti
Suzuki could remain NEV credit-deficient by 18%

Kunal Shankar

Weak fuel
efficiency
norms risk
keeping the
country
dependent on
imported oil

despite having highly fuel-efficient ICE models if
it had no EVs in its portfolio. It would need to buy
credits from companies such as Tata Motors or
Mahindra, which generate NEV credits through
their EV portfolios. While CAFC credits can be
banked, carried forward or transferred within
corporate groups, NEV credits cannot be offset in
the same way. The results are evident. According
to the International Energy Agency’s Global EV
Outlook 2026, China sold more than 13 million
electric cars in 2025, accounting for almost 55%
of new passenger vehicle sales. Comparable
figures were about 27% in the European Union,
nearly 10% in the U.S. and around 4% in India.

India’s own debate has centred on differences
between Maruti Suzuki, Tata Motors and
Mahindra & Mahindra. An earlier proposal
effectively carved out lighter small cars from the
full stringency of CAFE II1. That exemption has
since been removed. The current proposal seeks
to reduce average emissions from around 113
gC0z/km to 77 gCOz/km by FY2031-32. On paper,
that appears ambitious. Yet, the headline target
tells only part of the story.

The cost of flexibility

The revised framework introduces several
flexibility mechanisms that, taken together,
substantially reduce its effective stringency.

The first is the Carbon Neutrality Factor, which
awards compliance benefits for vehicles
compatible with higher ethanol blends and other
fuels. Yet, the government has informed
Parliament that no decision has been taken to
move beyond E20 blending (20% plant-based
ethanol with 80% regular petrol). Manufacturers
therefore receive compliance advantages for
technologies whose long-term policy trajectory
remains uncertain. Ethanol is also more
expensive than petrol, and has lower energy
density, and therefore delivers lower mileage — a
fact belatedly acknowledged by the Centre after it
drew severe criticism.

The second is the use of super credits. Battery
EVs, plug-in hybrids, strong hybrids and flex-fuel
vehicles receive additional weight in fleet
calculations. While this encourages cleaner
technologies, it also means that fewer actual
low-emission vehicle sales are required to offset
higher-emission models. Strong hybrids, which
generally rely primarily on the ICE while using
electric propulsion over relatively short distances
and at lower speeds, also receive super-credit
benefits despite offering only partial
electrification.

The third mechanism is banking and trading of
compliance credits. Manufacturers
outperforming their targets can accumulate
credits and sell them to others. In addition, the
draft allows companies to buy credits directly
from the Bureau of Energy Efficiency (BEE) at
administratively fixed prices if deficits remain

after trading. The BEE is therefore not a market
exchange but effectively a seller of last resort.

In theory, this introduces efficiency into the
system. In practice, it allows companies that are
lagging to meet compliance requirements without
upgrading their own technology. Moreover, the
draft notification allows manufacturers to buy
compliance credits from the BEE at 2,500 per
gram of COz/km in FY2028, rising to 34,500 by
FY2032. By comparison, the Energy Conservation
Act prescribes additional penalties of 325,000 or
350,000 per vehicle depending on the extent of
non-compliance. Expressed in CAFE terms, the
lower penalty threshold is broadly equivalent to a
little over 35,000 per gram of CO:/km, implying
that the proposed buyout price begins at less
than half that level.

Finally, compliance is assessed over three-year
blocks before shifting to two-year blocks, allowing
manufacturers to average performance across
multiple years rather than meeting targets
annually. Therefore, delays in one year can be
compensated in another.

The case of CNG

Taken together, these mechanisms significantly
alter the stringency of these regulations. Which
raises a fundamental question: What is the
purpose of a regulation?

Regulation should shape markets rather than
simply accommodate prevailing market
preferences. India’s own experience with
compressed natural gas (CNG) illustrates the
point. Once policy support aligned with
regulatory certainty, manufacturers rapidly
introduced CNG variants. Regulation can create
markets as much as respond to them.

To put this in perspective: manufacturers’
voluntary commitments already average nearly
20% EV share by 2030, with several original
equipment manufacturers aiming for 30% or
higher. In effect, the revised regulation attempts
only half of what the industry itself has
committed to. The timing also matters. India
remains heavily dependent on imported crude,
exposing the economy to geopolitical shocks,
imported inflation and currency pressures.
Strengthening fuel-efficiency standards is
therefore not merely an environmental objective.
It is an energy-security strategy, an industrial
policy and a macroeconomic imperative.

These developments highlight the urgency and
significance of revising India’s CAFE norms, as
they offer an opportunity to address a
macroeconomic vulnerability while helping meet
India’s Glasgow commitment on energy
efficiency.

India should seize this opportunity to position
itself alongside the world’s leading automotive
markets in the transition to low-carbon mobility.

kunal.shankar@thehindi.co.in



While global refining capacity has continued to expand, nearly all
of the new plants have been built in Asia and the Middle East. ar

Global fuel markets
out of slack as wars
push prices higher

feedback@livemint.com

assive metal towers
rising more than 100
feet are pumping out

gasoline, diesel and jet fuel at
break-neck rates around the
world. Those refineries now
have little margin for error.
The fuels that drive the
global economy
inglyinshortsupply as warsin
the Middle East and
roil marketsandrefineriesare
pushed to the limit, increasing
therisk that even brief outages
send prices soaring to new

eareinshort supply glo-
there roslackin the
system,” said Amrita Sen,
co-founder and director of
marketintelligenceat London
consultancy Energy Aspects.
“Wedon'thave enough refin-
ing capacity. The only way to
balance is through supply and
demand.”
The US and Israel’s war on
Tran ushered in the biggest oil
isruption in history.

happening even as refining
capacity has shrunk by almost
600,000 barrelsaday over the
same period.

Incentivized by record prof-
its, refineries have been run-
ning so hard for so long that
they're increasingly vulner:
ble toequipmentbreakdowns,
storms and heat waves.

The pace is unsustainable,
analystsand trader

While global refining cay
ity has continued to expand,
nearly all of the new plants
have been builtin Asiaand the
Middle East. These sprawling
industrial complexes run
use
ing

X to
towering processing units that
ctively heat up crude and
turn itintoarange of fucls.

Since tart, nearly 1
million barrelsof crude capac-
ity were lost to the market
from plant closures in the US
and Europe. Adding to that,

Russia and China’s export
quotas since the Iran war
began took 2.5 million 1o 3 mil-

sitwasthe | lionbarrelsofproduct exports
refined products off the market,
made from crude Demand is according  to
oil that saw an  outstripping  Energy Aspects.
outsizedjump.  supply, especially here’s no
he global fuel when it comes to real solver that's
crisis has shown diesel the waitin in“me
upinmany ways, ¢ win Mac-
from depleted WOrkhorseofthe .5l o 0y,
inventories to globaleconomy  giohlgilandg

rationing. In the
US, gas prices in
manystatesare back above $4
dollarsa gallon and rising. Die-
selisabove $5.In Russia, peo-
ple canwait in line for gasoline
for hours. The French govern-
ment even suspended week-
end driving restrictions for
fuel tankers to keep diesel and
gasflowing to service stations.

Now, more obstacles. The
anding, Ukraine
ishammering Russian refiner-
ies and global fuelmakers are
running plants flatout, risking
outages. Demand is outstrip-
pingsupply, especially whenit
comes todiesel, the workhorse
of the global economy. To
rts, that means a tipping
ither the Iran conflict
endsorfuel prices spike, spur-
ring a pullback in buying
known asdemand destruction.

For fuelmakers, it’s been a
profit bonanza. In the US,
refineriesare turning more oil
into fuel than they have at this
timeof yearsince 2018. That i

strategist Vikas
Dwivedi said of
gasoline. “There’s nobigsurge
of imports, there’s no big
refinery out that's going to
come back and help resupply
the market, and demand has
held up exceptionally well.”

A refinery’s profit is com-
monly measured using what's
knownasthe “crack spread.” It
compares the cost of buying
threebarrels of crude oil with
the revenue from selling the
fuel made from it—typically
two barrelsof gasolineand one
barrel of diesel. The difference
is the refinery’s theoretical
profit margin.

In the middle of July that
margin in the US came just shy
0f$70, the highest levelink
tory and more than double
than before the start of Iran
warin late February.

Indiaisrunning refineriesat
full capacity, flush with Rus-
sian crude good for diesel and
with domestic demand cut by
the seasonal monsoon.
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3D SEISMIC SURVEYS MAY ALSO BE PARTLY FUNDED

Deepwater Expertise

I80ker Sops Likely to
Push Foreign Flows inte
il & Gas Exploration

Govt may bear up to 50% of cost of drilling wells

Breaking Cost Barriers
High costs, modest L,Drilling a single
exploration success | deepwater
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ONGC spudded its ST jjtra-deepwater

first deepwater X blocks being

exploratory well auctioned

on Saturday under OALP

Sanjeev Choudhary

New Delhi: The petroleum
and natural gas ministry is
drawing up an %80,000-crore
incentive package to attract
foreign investment into Indi-
a’'s deepwater oil and gas ex-
ploration by bearing up to
half the cost of drilling explo-
ratory wells, according to peo-
plefamiliar with the matter.
The initiative, under the Na-
tional Deepwater Exploration
Mission, goesfurther than the

series of upstream reforms
over the past decade, which fa-
iled to attract significant in-
vestment from global oil
firms, by directly funding part
of exploration costs.

Under the proposal, the go-
vernment will reimburse up to
50% of the cost of drilling de-
epwater exploratory wells, the
people said. The proposal is be-
ing discussed with other mini-
stries and could change before
it isplaced before the cabinet.

Deepwater Expertise »» 12

»» From Page 1

Funding per well will be capped to
prevent cost overruns. The govern-
ment may also partly fund 3D seis-
mic surveys, according to one of
the persons, who did not wish to be
identified.

The support is aimed at reducing
exploration risk and attracting glo-
bal companies with deepwater ex-
pertise and advanced technologies.

High costs and India’s modest ex-
ploration success have long kept fo-
reign firms away. Drilling a single
deepwater well can cost Rs 1,000-
1,200 crore, depending on geologi-
cal complexity An ultra-deepwater
well can cost a few hundred crore
more. The incentives will be avai-
lable to both state-run and private
explorers.

ONGC on Saturday spudded its
first deepwater exploratory well
under the Samudra Manthan pro-
gramme.

India is also auctioning 18 deep-
water and ultra-deepwater blocks

underthe Open Acreage Licensing
Programme. The bid deadline has
been extended to September 17, by
when the government expects to fi-
nalise the incentive package.

The proposal marks a significant
departure from the existing explo-
ration regime where companies
with awarded blocks are required
to complete a minimum work pro-
gramme, including seismic surve-
vsand exploratory wells, orface pe-
nalties.

Explorers sometimes choose not
todrill after seismicdatapointstoa
low probability of a commercial
discovery. Many surrender blocks
rather than invest hundreds of cro-
res in a high-risk well.

Alongside the incentive scheme,
the government has been impro-
ving the quality of geological data
available to explorers. It has inves-
ted heavily in acquiring offshore
2D seismic data and is now looking
tobring in private companiestore-
process legacy datasets using ad-
vanced technologies.
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Crude oil eases on US-Iran
pause, but India remains edgy

Decline eases immediate concerns over oil import bill, but supply risks persist

RiturajBaruah
rituraj.baruah@livemint.com
NEW DELHI

ndianrefiners got some breathing room on

Monday after crude prices tumbled more

than 9%, slipping below $90 abarrel as the

US and Iran paused strikes over the week-

end following two weeks of attacks. The
decline eases immediate concerns over India’s
oil import bill, although traders and analysts
caution that supply risks across key shipping
routes remain unresolved.

Brent crude for September delivery fell to an
intraday low of $87.64 a barrel. By around
5.15pm, the September Brent contract on the
Intercontinental Exchange was trading at
$89.21, down 7.6% from its previous close. The
September West Texas Intermediate contract
on the New York Mercantile Exchange
(Nymex) was at $83.17 a barrel, down 6.87%.

The price decline reflected signs of a tempo-
rary de-escalation in the conflict, with no
attacks reported by either side for the third
straight day on Monday. A Reutersreport, citing
an Iranian official, said Iran would halt its
attacks as long as the US does the same. Mike
Waltz, the US ambassador to the United
Nations, said the US president decided to pause
attacks to allow more time for diplomacy.

Markets also drew comfort from Russian
deputy prime minister Alexander Novak’s
statement on Saturday that curbs on diesel
sales from the country would be lifted, helping

preventsurplus build-up at Russian refineries.

Lower crude prices are positive for India,
which imports nearly 90% of itsrequirement.

Ponmudi R., CEO of Enrich Money, said,
“Crude prices have retreated sharply from their
recent highs easing concerns over global infla-
tion and providing a favourable backdrop for
major oil-importing economies such as India.”

The conflict hasalready raised concerns over
inflation and higher import costs. India’s crude

oilimport bill for April-June has hit $49.8 bil-
lion, up 61% on-year, 40% of FY26 oil bill. The
recentrelief has, however, not eliminated con-
cerns over physical supplies. Refinersand trad-
erswarn that slower deliveries, freight cost rise
and lower discounts on Russia crude could still
inflate India's oil import bill, especially with the
rupee remaining weak against the US dollar.

For an extended version of the story, gotolive-
mint.com.
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