Adani’s Dhamra
LNG terminal in
Odisha receives 1st
cargo, to start gas
revolution in East

PTI B NEW DELHI

Adani Group and French
company TotalEnergies’
newly built Rs 6,000 crore
LNG import facility at
Dhamra on the Odisha coast
has received its first ever
shipment of liquefied natur-
al gas - a fuel that will be used
to make steel, produce fertil-
izers and turned into CNG
and cooking gas, helping
change the landscape of
Eastern India.

Qatari ship ‘Milaha Ras
Laffan’ docked at Dhamra
Port on April 1 morning,
bringing in 2.6 trillion British
thermal units of natural gas in
its frozen form (LNG) which
will be used to commission
the facility, officials said.
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(NG fuel of choice in green mobility quest

STEPPING ON THE GAS

Though EVs have fast
gainedtraction, (NG
vehiclesalesare up
82% in 5yrs

NITIN KUMAR
New Delhi, 2 April

mid a shift in mobility
Atrends and people increas-

ingly opting for less pollut-
ing energy sources, sales of com-
pressed natural gas (CNG) vehicles
increased more than 82 per cent in
the past five years.

A total of 729,902 CNG vehicles
were sold in 2022-23 against
400,825 in 2017-18, according to
VAHAN Dashboard.

Though the increase in sales of
CNG-powered vehicles has been
significant, their share in overall
vehicle sales remains minuscule as
is the case with EVs. Of total
22,224,702 vehicles sold in India in
FY23, the share of CNG vehicles
stood at just 3.28 per cent.

The share of CNG automobiles
in the four-wheeler category has
more than doubled since in the
past five years — from 4.73 per cent
in FY18 to 9.06 per cent in FY23.
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The share of petrol vehicles in the
overall four-wheeler sales also
increased to 41 per cent in FY23, from
35 per cent in FY18. However, the pie
of diesel shrunk to 41 per cent in FY23,
from 55 per cent in FY18.

The share of EVs, too,
increased to 5.3 per cent in
FY23 in total vehicle sales
from 0.40 per cent in
FY18. However, electric
four-wheeler sales were
around 4 per cent of the
overall EV sales. A total of
49,822 electric four-wheelers
were sold in FY23, against 2,714
sold in FY18.

Though customers increasingly
opted for greener and cleaner vehi-
cles in the past five years, the share
of petrol and diesel automobiles
still remains significantly higher
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N\

despite a decline of 13 per cent and
18 per cent, respectively.

In 2023, the share of petrol and
diesel vehicles was 78 per cent and
10 per cent, respectively, according

to the VAHAN data.

The shift

Lower cost of operation
compared to cars run on
diesel and petrol, new
launches, and higher
cash incentives are pow-
ering the rising demand for
CNG vehicles, experts said.
“The running cost of CNG is
around 2.5 per km as against 35.30
for petrol and diesel vehicles; major
brands have stopped producing
diesel variants,” experts said.
India’s biggest carmaker Maruti
Suzuki has completely discontin-

ued diesel models. Tata Motors,
too, has discontinued smaller-
capacity diesel engines and Honda
India recently said it would most
likely discontinue its diesel-engine
cars. Hyundai also discontinued
the diesel variant in the recently
launched Verna 2023.

Moreover, there is rising interest
in electric vehicles (EV); the seg-
ment is fast gaining traction with
the government’s focus on environ-
ment-friendly, self-manufactured
and sustainable solutions. The
NITI Aayog has set a target of EV
sales penetration at 70 per cent for
all commercial cars, 30 per cent for
private cars, 40 per cent for buses,
and 80 per cent for two- and three-
wheelers by 2030.

Apart from the stricter emission
norms, the surge in electric vehicle

sales has spelled doom for diesel
engine cars.

The narrowing down of petrol
and diesel prices over the last few
years has further reduced diesel
cars’ appeal.

“With CNG one gets more mileage
against gasoline. CNG is gaining trac-
tion in not just commercial but also
in personal mobility. Brands are com-
ing up with their CNG models across
segments,” said Puneet Gupta, direc-
tor, S&P Global.

As people are becoming environ-
mentally conscious, they are prefer-
ring CNG as opposed to petrol and
diesel. Some auto companies are also
pushing CNG penetration as they
believe that CNG is a perfect transi-
tion between the gasoline and the
electric vehicles eras, Gupta said.

The challenge

The rising cost of CNG and lack of
fuel stations are hampering growth
of the CNG segment. CNG cars
largely dominate the taxi segment
in cities and commercial vehicles.
There were 4,679 CNG pumps
across Indian cities as of October
2022, up from 900 in 2014.

The price of CNG has more than
doubled in Delhi to X 79.56 per kg in
2023, from ¥37.65 per kg in 2017 Itis
even higher in other states.
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Dhamra LNG
receives 1st cargo

dani Group and French company
A TotalEnergies’ newly built 36,000 crore

LNG import facility at Dhamraon the
Odisha coast has received its first ever shipment
of liquefied natural gas, which will be used to
make steel, produce fertilizers and turned into
CNG and cooking gas. Qatari ship‘Milaha Ras
Laffan’ docked at Dhamra Port on 1 April,
bringing in 2.6 trillion British thermal units of
natural gas in its frozen form (LNG) which will
be used to commission the facility, officials said.
Commissioning and testingoperations will take
up to 45 days and commercial operations are
expected to start thereafter.

The start of the 5 million tonne per annum
LNG import terminal is crucial to Prime
Minister Narendra Modi’s plan to boost natural
gas use in the country’s energy mix to 15% by
2030 from the current 6.3%.

Dhamrais the only LNG import terminal in
eastern Indiaand only second on the entire east
coaslt. PTI
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Fossil fuel lessons

As transition to clean energy becomes imperative,
India’s tryst with hydrocarbons can offer a roadmap

VIKRAM S MEHTA

FOUR DECADES BACK, Indira Gandhi
walked the upstream (exploration and pro-
duction) petroleum sector down from the
“commanding heights” occupied by public
sectorenterprises to the plains of the mar-
ket and competition. Her decision was
driven by the strategic imperative toreduce
India’s exposure to external supply shocks.
In 2020, PM Narendra Modiintroduced the
production-linked incentive (PLI) scheme
to incentivise investment, inter alia, in the
minerals, components and equipment re-
quired for the generation and consumption
of clean energy. His decision was driven by
asimilar impulse.

The purpose of this article is to draw on
the learnings of 40 yearsofeffort todevelop
aself-sufficient fossil fuel energy systemas
guideposts for the current effort to transi-
tion to aself-reliant (atmanirbhar) clean en-
ergy system.

There are four relevant learnings.

First, the liberalisation of upstream pe-
troleum did not bridge the gap between the
domestic demand for petroleum and in-
digenous supply. On the contrary, the gap
has widened. There are many reasons for
this but theone that has relevance for clean
energy is itis not enough to have raw mate-
rials. The surrounding economic, technical
and operating ecosystem must enable their
conversion into commercially-useful prod-
ucts. India has the raw material of oil and
gas. Thatis ageological fact But what itdoes
not have are the enabling conditions to
monetise them. The bulkof its hydrocarbon
resources are located in harsh terrain and
complex geology. They are, therefore, diffi-
cult to locate and even when located they
are difficult to produce on a commercial ba-
sis. Thisis because of the high cost of drilling
and development. In consequence, a large
percentage of discovered hydrocarbons
have not been produced.

Transposed onto the clean energy sec-
tor, the learning is: Do not presume that the
availability of technical talent and capital
will be enough to create aworld-class hub
for the manufacture of batteries, solar cells,
wafers and modules. The system will also
have to minimise the avoidable costs asso-
ciated with procedural red tape — land ac-
quisition, erratic supplies of water and

Thelesson for the clean
energy sectoris two-fold.
One, like oil, clean energy
minerals and components
are internationally traded.
Therecanbe purchased on
the international market.
The country should desist
therefore from building a
high-cost, domestic, clean
energy hub that is forever
dependent on subsidies. And
two, given that China is the
lowest-cost supplier of clean
energy components, India
should continue with its
two-track policy. One track
will pit us eye-ball-to-eye-ball
on the border, the other
should strengthen our
trading relationship.

power and legal redress.

Second, the recovery rate of oil and gas
from India’s producing fields has averaged
between 25-30 per cent. This means that
for every 100 molecules discovered, only
25-30have been brought to the surface. The
recovery rate of fields of comparable geol-
ogy across the world is between 40-60 per
cent.The reason for thisdifference isnot ac-
cess to Enhanced oil recovery ( EOR ) tech-
nologies. These are available mostly offthe
shelf. The reason is the utilisation of these
technologies. These have not been effi-
ciently implemented.

The learning here is that the clean en-
ergy sector must not presume that technol-
ogy is in of itself the sine qua non for man-
ufacturing competitiveness. It has to be
efficiently utilised. China’s dominance of
the clean energy value chain — 90 per cent
oftheglobal market share in silicon wafers;
85percentinPV solarcells,and 80 per cent
in PV solar modules— is because its process
engineers have perfected the implementa-
tion of the several technological steps re-
quired to convert raw material into end
product. Our engineers willhavetoachieve
similarlevels of implementation efficiency.

Third, the liberalisation of EP triggered
the expectation there would be a flood of
investor interest. This did not happen be-
cause international companies regarded
our geology as high risk and because they
did not think our fiscal and commercial
terms were internationally competitive,
Their response to the invitation to bid for
exploration licences was muted.

A similar disappointment might befall
those who believe the PLI scheme has cre-
ated the conditionfor international investor
interest. This is because the incentives of-
fered are small compared to the benefits
provided by the US through the “inflation
reduction act” and Europe throughits “net
zero industry act”, The US offers, for in-
stance, subsidies up to $10billion — the to-
tal amount allocated toPLI — for single fac-
tories.

The learning here is India cannot com-
pete on the size of the incentive package.
Andnor should it. The endeavour shouldin-
stead be to lower entry barriers, ease busi-
nessconditions and remove the perception

that India offers a high-cost operati
vironment

Finally, as indicated, India remai
pendentonthe external market for st
of petroleum. There is no geological
wand by which to reverse this imb
and addressits vulnerability to unex)
supply disruptions, The questionis h
rious isthis vulnerability. Does this de
ence warrant pricing ata strategic pre
tosecure self-sufficiency? My answe
aconcern but given that oil is tradeak
there are multiple sources of suppl
less of a concern today than whe
Middle East had a stranglehold ove
plies. Further, the government hasin
yearsadeptly secured supplies witho
ting embroiledin domesticor region
itics and conflicts. All this gives me
dence that a strategic premium
warranted. And that self-reliance da
have to be built on the bedrock of se
ficiency.

The lesson for the clean energy se
two-fold. One, like oil, clean energy 1
als and components are internati
traded. There can be purchased on 1
ternational market. The country shot
sist therefore from building a high-cc
mestic, clean energy hub thatis fc
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clean energy components, Indias
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Professor Graham Allison has re
tothis contradictory relationship in tt
text of US-China as “rivalry partnei
He credits Sun Tzu whowrote in The
War 1,000years ago that “the people
and Yue were mutual enemies but
they sailed on the same boats and er
tered a storm, they helped each oth
left and right hands". India and Chir
the storm of global warming. Perhag
can help each other meet their net-ze
bon obligations.

The writer is chairm
distinguished fellow, Centre forSoc
Economic Pr
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Fuel sales growth dips in
March on untimely rains

SUBDUED DEMAND FROM FARM SECTOR

Sanjay.Dutta@timesgroup.com

New Delhi: The pace of
growthinIndia'sdiesel and
petrol consumption slowed
to single digits in March as
untimely rains caused by
western disturbances dis-
rupted harvesting in large
parts of the country, affec-
ting demand from the farm
sector and related trans-
portation needs.

Preliminary data shows
diesel sales, considered a ba-
rometer of economic activi-
ties, growing a tad over 2°¢
fromayearagoin the month
under review against 13%
annual growth in February
and 18.5% in January. Petrol
salesgrewat5% from March
2022 against year-on-year
growth of 11.9% in February
and17.6% in January.

The growth rate in jet fu-
el consumption stayed in

17.6
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Year-on-year % growth
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double digits at 25.7% du-
ring the month under revi-
ew but it was far lower than
40.9% year-on-year growth
in February and 18.5% iIn-
crease inJanuary.

LPG, mostly consumed
as household cooking gas,
showed a negative growth of
2.9% in March against 2.4%
annual increase in February
and amere0.18% inJanuary.

Sequentially, however,
the growth pattern was in
the positive, except LPG.
March diesel consumption
was 4.5% more than Febru-
ary, while petrol sales were
3.4% higher. Jet fuel sales
too notched up a 4.5%
monthly increase. LPG, ho-
wever, recorded a deg-
rowth of 6.5% in March
versus February.
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Getting out of fossils

‘ % 7hy differentiate between coal and natural
gas when both are fossil fuels? I had asked
this in my last column because it is a ques-

tion of climate justice and, most importantly, the fea-

sibility of moving at speed and scale to reduce fossil-
fuel emissions responsible for heating up the planet.

The fact is, roughly 70 per cent of the world’s popula-

tion have not contributed to the stock of emissions in

the atmosphere but are today highly dependent on
coal for energy. Richer countries have made the tran-
sition from coal to natural gas, which is somewhat
cleaner — it emits roughly half the carbon dioxide
emitted by coal, in addition to methane. But given
their enormous appetite for energy, these countries’
past and current emissions are high

— totally disproportionate to their

share of the global carbon budget.

Now, the burden of transition to clean

energy has been shifted to countries

thatare least responsible for the stock
of emissions and least capable of
making the switch. This is not only
unjust but also unrealistic. It makes
the fight against climate change even
more intractable and difficult.

The current global efforts are
twofold: One, to stop financing coal-

DOWN TO EARTH

tionate to the need, the transition to clean energy is a
tough proposition, especially in countries where energy
affordability is critical.

What, then, are the options ahead? Let me discuss
this in the context of India, where we need to address
the issue of toxic air pollution because of coal burn-
ing. We cannot become defenders of coal, however
bad global politics may be. Reducing local air pol-
lution and combating climate change are in our
interests. But we need to do this based on our imper-
atives. The strategy should be to vastly increase the
rates of electrification in the country so that we can
reduce coal combustion in millions of industrial
boilers that are inefficient and highly polluting, and
to move towards electrification of
vehicles, which in turn will reduce
air pollution in our cities.

The zillion-dollar question then
is: How will this electricity be pro-
duced? This is where we should
engage with JET-P. Our first task is
to reduce dependence on coal even
J as we vastly increase our energy sup-
i ply. This means doing more of what
the Indian government is also com-
mitted to doing — limiting coal and
investing in cleaner natural gas and

based thermal power projects in
countries of the South, and, two, to
provide funding to close down coal
thermal plants and to make the switch to renewable
power. The Just Energy Transition Partnership (JET-
P) of the G7 countries now includes South Africa,
Indonesia, and Vietham. The jury is still out on whether
JET-P will provide the enabling funds for the scale of
the transition. The cost of building new renewable
power projects is still two to three times that of a new
coal-based project in spite of the reducing costs of
solar and wind energy. So, unless finances are propor-

SUNITA NARAIN

renewable energy. Reducing India’s

coal-power dependence in the elec-

tricity mix to 50 per cent from over
70 per cent now would mean upping our target for
renewable energy from 450 Gw to 650-700 Gw by
2030. This scale of transformation will need financ-
ing, especially if we want to keep the cost of new
renewable-energy capacity low. This is where inter-
national partnerships must be sought, both to reduce
the cost of finances and to provide additional money.
This should be the focus of JET-P — to quickly ramp
up cheaper finance so that new energy is clean.

The question that remains is what we do with
the existing coal plants. We should “clean” them;
there should be no further procrastination on enforc-
ing the 2015 new emission standards notification of
the Union Ministry of Environment, Forest and
Climate Change. This will reduce local air pollution
from existing power plants. We should also push
towards natural gas-powered plants — India has
stranded assets of 20 Gw that need to be fired up.
For this, we need natural gas at affordable rates and
this should be our ask. In addition, examine what
can be better done to this existing coal fleet to make
it climate-smart. The older generation plants that
cannot be refurbished need to be phased out; but
this needs a plan so that labour and land assets can
be redeployed for clean energy generation. This
should be a package deal with clear milestones for
emission reduction and energy access.

The global community needs to rework its pro-
posals. First, JET-P needs to be an enabler of the clean
energy transition; instead of being the stick on coal,
it must become the carrot for the new infrastructure
to be clean and climate-smart. This means focusing
on making the cost of finances to the emerging world,
which is two-six times higher than that of the devel-
oped OECD (Organisation for Economic Co-operation
and Development) countries, much lower and more
accessible. Second, the global energy transition path-
way has to be for all fossil fuels — coal and natural
gas. This would not only show that richer countries
have exhausted their quota for using natural gas, but
also make gas available at affordable costs to emerging
countries that face the twin problems of local and
global emissions. Let’s be clear, the science of climate
change is also the politics of inclusion and responsi-
bility. This is where we must get it right.

Thewriter is at the Centre for Science and Environment
sunita@cseindia.org, Twitter: @sunitanar
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Govt. stays
with export
curbs on
petroleum

The Hindu Bureau
NEW DELHI

The government has ex-
tended export curbs on pe-
troleum products that
compel oil refiners to sell a
significant chunk of their
export volumes in the
domestic market, as per a
notification issued on April
1 by the Directorate Gener-
al of Foreign Trade (DGFT).

These restrictions had
been first put in place in Ju-
ly 2022, along with the levy
of windfall taxes on the
profits of oil producers on
crude oil, petrol, diesel
and Aviation Turbine Fuel
(ATF), amid a surge in in-
ternational oil prices.

“The exporter is re-
quired to submit a self-de-
claration to the concerned
Customs authority at the
time of export confirming
that 50% of quantity men-
tioned in the Shipping Bill
has been/will be supplied
in the domestic market
during the relevant finan-
cial year,” the DGFT notifi-
cation dated April 1 stated.
A slightly lower commit-
ment of 30% of exports to
be supplied in the Indian
market has been set for
diesel exporters.

While exports to Bhutan
and Nepal are excluded
from the calculations of
outbound shipments un-
der this norm, 100% Ex-
port Oriented Units as well
as firms located in Special
Economic Zones have also
been left out from these
quantitative restrictions.

“Such exporters are also
required to file a quarterly
return to the Ministry of
Petroleum and Natural
Gas,” as per the DGFT not-
ification, which does not
specify a sunset date for
these provisions.
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India extends export
curbs on petrol, diesel

REUTERS
BENGALURU AFRILZ

INDIA HAS extended restrictions
on the export of diesel and gaso-
line, the govemmeent said ina no-
tification, asNew Delhi tries toen-
sure the availability of refined
fuels for the domestic market.

The governmenthad imposed
the curbs on gasoline and gasail
exportsthroughthe end of the fi-
nancialyearonFriday.

The latest notification, issued
late on Saturday, did not specify
how long the curbs would remain
in the place. It asked refiners to
comimit to selling 50 per cent of

their annual volume of gasoline
exports and 30 per cent of their
diesel exports in the domestic
market.

Theextension may discourage
some Indianrefiners, mainly non-
state companies, from buying
Russian fuel forre-export toother
countries, including to European
importers that have stopped pur-
chases of refined products from
Russia due to its invasion of
Ukraine. India imposed the re-
strictions after non-state refiners
Reliance Industries and Nayara
Energy began reaping substantial
profits by aggressively boosting
fuel exports instead of increasing
domestic sales.

$ThelIndianEXPRESS |7, 201! &5
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Iraq to ask Turkey to restart northern
oil exports alter initial KRG deal

LONDON: Iraqs federal gov-
ernment and the Kurdistan
Regional Government (KRG)
have reached an initial agree-
ment to restart northern oil
exports this week, a KRG
spokesman said on Sunday,
and Baghdad will write to Tur-
key to request a resumption in
pipeline flows.

Turkey stopped pumping
about 450,000 b/d of Iraqi crude
from a pipeline from the Fish-
Khabur border area to its Cey-
han port on March 25 after Iraq
won an arbitration case. Bagh-
dad had argued that Turkey had
violated a joint agreement by
allowing the KRG to export oil
to Ceyhan without its consent.

“Following several meet-
ings between the KRG and

federal government, an initial
agreement has been reached
to resume oil exports through
Ceyhan this week,” Lawk Gha-
furi, head of foreign media
affairs for the KRG wrote in a
Twitter post. “This agreement
will remain in effect until the oil
and gas law bill is approved by
Iraqi Parliament,” Ghafuri said.

The halted flows only
account for about 0.5% of
global oil supply, but the stop-

page, which forced oil firms

operating in the region to halt
output or move production into
rapidly-filling storage tanks, still
helped boost oil prices last week
back to near $80/bbl.

The agreement states that
Iraqs northern oil exports will
be jointly exported by Iraq’s
state-owned marketing com-
pany SOMO and the KRG’s
ministry of natural resources
(MNR), sources told Reufers
on Saturday.

The resumption of pipeline
flows from Iraq’s semi-auton-
omous Kurdistan region will
still need approval from Turkey.

“A letter of request to
resume oil flows will be sent
by Baghdad to Ankara)” a
KRG official told Reuters on
Sunday. AGENCIES
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ONGC Videsh to Focus on
Buying Operational Assets

Aim is to reduce energy transition risks that may lead to stranded investments: MD

Sanjeev.Choudhary
@timesgroup.com

New Delhi: ONGC Videsh Limited
(OVL), the overseas arm of Oil and
Natural Gas Corporation, will focus
on acquiring assets that are produ-
cingorwilldosointhenearterm,and
onenhancing partnerships with fore-
ign firms for global opportunities
with an aim to reduce energy trans-
itionrisks that could lead to stranded
investments, said itsmanaging direc-
tor Rajarshi Gupta.

“The global energy crisis has ebbed
with oil and gas prices stabilising,
but the transition risks remain high,
and producers must align their stra-
tegies with those. This is the time to
collaborate and partner,” Gupta, who
assumed charge in the middle of a
full-blown global energy crisis, told
ET inan interview.

OVLwillstay “lean” and “nimble-fo-
oted” as it faces transition uncertain-
ties and operates in the international
arena dominated by global majors,
said Gupta, underlining that quicker
decision-making is crucial to suc-
cess. With just about 270 employees
and supported by local staff in its 32
projects spread across 15 countries,
OVL produces about a quarter of the
parent ONGC’s output, he said.

The Ukraine war and the Western
sanctions disrupted production last
year at Russia’s Sakhalin 1 field, in
which OVL has a 20% stake. Produc-
tion at Sakhalin 1 has returned to ne-

ar normal, said Gupta. Sakhalin tro-
uble contributed to OVL’s production
decline in 2022-23 to 10 mmtoe from
12.2 mmtoe in the previous year.

“With Sakhalin back, and our pro-
jects in Colombia and South Sudan
showing resilient production, the
output will rise in 2023-24,” he said,
adding that the capex will also pick
up in 2023-24.

OVL is yet to repatriate about $100
million of dividends from Russia.
“This is not amatter of concerntous
as part of this can be used in our pro-
jectsin Russia,” said Gupta.

He said OVL is evaluating invest-
ment opportunities in West Asia,
Africaand Latin America, and is cau-
tious about not getting its invest-
ments stranded when demand shifts
away from fossil fuels in the future.

“In countries we are already opera-
ting and are familiar with the fiscal,
legal, socio-political regime and the

In countries we are already
operating and are familiar with
the fiscal, legal, socio-political
regime and underlying geology,
we may acquire exploration
assets to consolidate

RAJARSHI GUPTA
Managing Director, ONGC Videsh

underlying geology, we may acquire
exploration assets to consolidate,”
Gupta said, describing his invest-
mentstrategy. “Butinnew areas with
unfamiliar geology and fiscal regi-
me, thefocus will be onacquiring pro-
ducing or near-term producing as-
setsand partnering withlike-minded
national oil companies or internatio-
nal oil companies for sharing risks
and opportunities.”

Amid the uncertainties caused by the
transition, companies need to be able
to make economic returns on their in-
vestments, Gupta said. “The whole in-
dustry has to follow a shorter business
cycle. We can’t have a situation where
monetisation is after 15 vears,” he said.

Partnering with foreign firms such
as ExxonMobil, Chevron, Total, Shell
and BP can help OVL identify global
opportunities and jointly participate
in them while spreading risks, said
Gupta.
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{ BUSINESS } MARKET STABILITY

OPEC+ announces
surprise output cuts

Saudi Arabia and other OPEC+ oil producers on
Sunday announced voluntary cuts to their
production amounting to around 115 million barrels
per day ina surprise move they said was aimed at
supporting market stability. The group had been
largely expected to stick toits already agreed 2
million bpd cuts when its ministerial panel meets
virtually on Monday. The US hasargued that the
world needs lower prices to support growth and
prevent Russian President Vladimir Putin from
earning more revenue to fund the Ukraine war. The
cuts, which start from May, come in addition to the
ones already agreed in October. REUTERS
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OPEC+ Announces Surprise Production
Cuts from May; Oil may Rise by $10/bbl

Reuters

Dubai: Saudi Arabia and other OPEC+
oil producers on Sunday announced furt-
her cuts in their production amounting
toaround 1.16 million barrels per day ina
surprise move they said was aimed at
supporting market stability.
Thedevelopment comesaday beforea
virtual meeting of an OPEC+ ministe-
rial panel, which includes Saudi Ara-
biaand Russia, and which had been ex-
pected to stick to 2 million bpd of cuts
already in place until the end of 2023.
0il prices last month fell towards $70 a

barrel, the lowest in 15 months, on con-
cern that a global banking crisis would

hit demand. Still, further action by
OPEC+ tosupport the market was notex-
pected after sources downplayed this pro-
spect and crude recovered
towards $80. The latest re-
ductions could lift oil prices
by $10 per barrel, the head of
investment firm Pickering

Energy Partners said on Sunday:
Sunday’s pledges bring the total volume
of cuts by the Organization of the Petro-
leum Exporting Countries, Russia and
other allies to 3.66 million bpd according
to Reuters calculations, equal to 3.7% of

global demand.

“OPEC is taking pre-emptive steps in
case of any possible demand reduction,”
Amrita Sen, founder and director of
Energy Aspects, said on Sunday.

Last October, OPEC+ had agreed to an
output cut of 2 million bpd from Novem-
ber until the end of the vear, a move that
angered Washington as tighter supply
boosts oil prices. The US has argued that
the world needs lower prices to support
economic growth and prevent Russian
President Vladimir Putin from earning
morerevenue tofund the Ukraine war.

Sunday’s unexpected voluntary cuts
startfrom May.
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Opec+makes surprise 1 million-barrel oil production cut

Bloomberg

feedback@livemint.com

pec+ announced a
surprise oil produc-
tion cut that will

exceed 1 million barrels a day,
abandoning previous assuran-
ces that it would hold supply
steady to maintain a stable
market.

That’s a significant reduc-
tion for a market where—
despite the recent price fluctu-
ations—supply was looking
tight for the latter part of the
year. Oil futures weren't trad-
ing when the cut was
announced on Sunday, butthe
inevitable price reaction could
add to inflationary pressures
across the world, forcingcen-
tral banks to keep interest

rates higher for longer and
amplifying the risk of reces-
sion.

Saudi Arabia led the cartel
by pledgingits own 500,000
barrel-a-day supply reduction.
Fellow members including
Kuwait, the United Arab Emir-
ates and Algeria followed suit,
while Russia said the produc-
tion cut it was implementing
from March to June would
continue until the end of
2023,

The initial impact of the
cuts, starting next month, will
adduptoabout Ll million bar-
rels a day. From July, due to
the extension of Russia’s exist-
ing supply reduction, there
willbe about 1.6 million barrels
aday less crude on the market
than previously expected.

Until recently, delegates from OPEC and its allies had been
indicating that there would be no change in production.

The move could once again
flare tensions between US and
Saudi Arabia, a regional part-
ner whose relationship with
President Joe Biden'sadmin-
istration has been tense.

In October last year, when
Opec+ made a surprise pro-

REUTERS

duction cut ofabout 2million
barrelsa day just weeks before
the US midterm elections,
Biden vowed there would be
“consequences” for Saudi Ara-
bia.

But the administration did
not follow through after and

the White House has recently
praised several Saudi initia-
tives, including its decision to
supply Ukraine with $400 mil-
lion in energy and financial
assistance.

The White House did not
immediately respond to a
request for comment.

Asrecently as Friday, dele-
gates fromthe Organization of
the Petroleum Exporting
Countries and its allies had
beenindicating privately that
there was no intention to
change their production lim-
its.

Oilfell toa 15-month low last
month due to the turmoil
caused by the banking crisis,
but prices had recovered asthe
situation showed signs of sta-
bilizing. Brent crude, the

international benchmark,
closed just below $80 a barrel
on Friday, up 14% from its
March trough.

All 14 traders and analysts
polled last week by Bloomberg
predicted no change. They
were taking their lead from
SaudiEnergy Minister Prince
Abdulaziz bin Salman, who
had said last month that the
current Opec+ production tar-
gets are “here to stay for the
rest of the year, period.”

From time to time, the
princedelightsin wrong-foot-
ing speculators with unex-
pected supply changes. Dur-
ing one such intervention he
warned that short-sellers
would be “ouching like hell,”
and for crude bears this latest
move may be similarly painful.
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OPEC+ makes
surprise
1mn bpd oil
production cut

DUBAI: OPEC+ announced a
surprise oil production cutthat
will exceed 1 million barrels
per day (bpd), abandoning pre-
vious assurances that it would
hold supply steady to maintain
a stable market.

Saudi Arabia led the cartel
by pledging its own 500,000
barrel-a-day supply reduc-
tion. Fellow members includ-
ing Kuwait, the United Arabia
Emirates and Algeria followed
suit, while Russia said the pro-
duction cut it was implement-
ing from March to June would
continue until the end of the
2023, Bloomberg reported.

That adds up to a produc-
tion cut of about 1.1 million
barrels a day starting next
month, a significant reduction
for a market where — despite
the recent price fluctuations —
supply was looking tight for the
latter part of the year. Oil fell
to a 15-month low last month
due to the turmoil caused by
the collapse of Silicon Valley
bank and the rescue of Credit
Suisse AG. Prices had recov-
ered the worst of those losses as
the banking crisis showed signs
of stabilizing, with Brent crude
closing just below $80 a barrel
on Friday, up 14 per cent from
its March trough.

As recently as Friday, del-
egates from the Organization
of Petroleum Exporting Coun-
tries and its allies had been
indicating privately that there
was no intention to change
their production limits.

All fourteen traders and
analysts polled last week by
Bloomberg predicted no
change. They were taking their
lead from Saudi Energy Min-
ister Prince Abdulaziz bin
Salman, who had said last
meonth that the current OPEC+
production targets are “here
to stay for the rest of the year,
period” AGENCIES
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Opec+ makes surprise 1 mn
barrel/day oil production cut

SaudiArabialeads ABANDONING PREVIOUS ASSURANCES

the cartel with a
500,000 bpd cut

MATTHEW MARTIN &
GRANT SMITH
April 2

OPEC+ ANNOUNCED A sur-
prise oil production cut that
will exceed 1 million barrels a
day, abandoning previous
assurances that it would hold
supply steady to maintain a
stable market.

That'’s a significant reduc-
tion for a market where —
despite therecent price fluctu-
ations — supply was looking
tight for the latter part of the
year, Oil futures weren't trad-
ing when the cut was
announced on Sunday, but the
inevitable price reaction could
add to inflationary pressures
across the world, forcing cen-
tral banks to kee pinterest rates
higher for longer and amplify-
ing therisk of recession,

Saudi Arabia led the cartel
by pledging its own 500,000
barrel-a-day supply reduc-
tion. Fellow members includ-
ing Kuwait, the United Arabia
Emirates and Algeria fol-
lowed suit, while Russia said
the production cut it was
implementing from Marchto
Junewould continue until the
end of the 2023,

Size of cut (barrels per day)
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The initial impact of the
cuts, starting next month, will
add up to about 1.1 million
barrels a day. From July, due to
the extension of Russia’s exist-
ing supply reduction, therewill
be about 1.6 million barrels a
day less crude on the market
than previouslyexpected.

The move could onceagain
flare tensions between the US
and Saudi Arabia, a regional
partner whose relationship
with President Joe Biden's
administration hasbeen tense.

In October last vear, when
Opec+ made a surprise pro-
duction cut of about 2 million
barrels day just weeks before
the US midterm elections,
Biden vowed there would be
“consequences” for SaudiAra-
bia. But the administration
did not follow through after
and the White House has

recently praised several Saudi
initiatives,including itsdeci-
sion to supply Ukraine with
5400 million in energy and
financial assistance,

The White House did not
immediately respond to a
request for comment.

Arecently as Friday, dele-
gates from the Organization of
Petroleum Exporting Coun-
tries and its allies had been
indicating privatelythat there
was no intention to change
their productionlimits.

Oil fell to a1 5-month low
last month due to the turmoil
caused by the banking crisis,
but prices had recovered as the
situation showed signs of sta-
bilizing, Brent crude, theinter-
national benchmark, closed
just below S80 a barrel on Fri-
day, up 14% from its March
trough. —BLOOMBERG

3.4.2023
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Petrol, diesel sales rise
as agri season picks up
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PTI M NEW DELHI

ndia’s fuel demand rose in
IMarch as a pick-up in agri-
culture activity helped reverse
aslowdown that was witnessed
in the first half of the month,
preliminary industry data
showed on Sunday.

Fuel sales soared to the
highest levels in February on
the back of robust demand
from the agriculture sector as
well as transport picking up
after the winter lull. Buta sea-
sonal slowdown kicked in dur-
ing the first half of March.

However, there was a pick-
up in the second half, which
helped sales rise even month-
on-month despite the high
base of February. Petrol sales
rose 5.1 per cent to 2.65 million
tonne in March when com-
pared with the same period of
last year. Sales were up 3.4 per
cent month-on-month, the
data showed.

Diesel, the most consumed
fuel in the country, saw
demand rise by 2.1 per cent to
6.81 million tonne during
March when compared with
6.67 million tonne sales in the
same period a year back.

Month-on-month the
demand was up 4.5 per cent. In
the first half, petrol sales had
fallen 1.4 per cent and diesel
10.2 per cent year-on-year.
Consumption of petrol in
March was 16.2 per cent more
than COVID-marred March
2021 and almost 43 per cent
more than in the same period
of 2020.
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Petrol, diesel sales rise as agri season picks up

NEW DELHI: Indias fuel
demand rose in March as a
pick-up in agriculture activity
helped reverse a slowdown that
was witnessed in the first half of
the month, preliminary industry
data showed on Sunday.

Fuel sales soared to the high-
est levels in February on the
back of robust demand from
the agriculture sector as well
as transport picking up after
the winter lull. But a seasonal
slowdown kicked in during the
first half of March.

However, there was a pick-
up in the second half, which
helped sales rise even month-
on-month despite the high base
of February. Petrol sales rose 5.1
per cent to 2.65 million tonne in
March when compared with the
same period of last year. Sales
were up 3.4 per cent month-on-
month, the data showed.

Diesel, the most consumed
fuel in the country, saw demand
rise by 2.1 per cent to 6.81 mil-
lion tonne during March when
compared with 6.67 million
tonne sales in the same period

Diesel, the most consumed fuel in country,
saw demand rise by 2.1% to 6.81 million
tonne during March against 6.67 million
tonne sales in same period a year back

a year back.
Month-on-month  the
demand was up 4.5 per cent.
In the first half, petrol sales had
fallen 1.4 per cent and diesel
10.2 per cent year-on-year. Con-
sumption of petrol in March
was 16.2 per cent more than

COVID-marred March 2021
and almost 43 per cent more
than in the same period of 2020.

Diesel consumption was up
13.5 per cent over March 2021
and 41.8 per cent higher than in
the same month of 2020. With
the continued opening of the

aviation sector, India’s over-
all passenger traffic at airports
inched closer to pre-COVID
levels.

Reflecting the trend, jet fuel
(ATF) demand jumped 25.7 per
cent to 614,000 tonne during
March when compared to the
same period last year. It was 41.9
per cent higher than March 2021
and 34.8 per cent more than
March 2020. Month-on-month
sales were 4.54 per cent higher.

India’s recovery has contin-
ued to gain momentum in recent
months but has been accompa-
nied by elevated inflation. The
country’s oil demand had been
rising steadily since the easing of
COVID-19 restrictions.

Cooking gas LPG sales fell
3 per cent year-on-year to 2.37
million tonne in March. LPG
consumption was 9 per cent
higher than in March 2021 and
5.8 per cent more than in March
2020. Month-on-month, the
demand dropped 6.54 when
compared to 2.54 million tonne
of LPG consumption during
February, the data showed. 1
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Russia pulls off revolution
in Indian crude basket

Oil supplies from Russia surged after G7's stringent sanctions, relegating
traditional suppliers — Iraq and Saudi Arabia — to second and third place

S DINAKAR
2 April

f the US-led G7 nations thought that
I tightening the screws on supplies of

Russian crude oil would hurt shipments
of discounted fuel to India and China, they
were mistaken. Russian crude supplies are
turning what were initially opportunistic pur-
chases into a permanent fixture for India.

India imported 57 million barrels of
Russian crude oil in March (1.8 million barrels
a day), on a par with record February pur-
chases, according to data from Paris-based
market analytics firm Kpler. Russia led the
pack of crude suppliers to India in March,
supplying twice as much crude to India as
Iraq, once India’s biggest crude supplier. The
gap between both nations was as low as 9 mil-
lion barrels in December — when the G7 first
announced a price cap on Russian oil exports.
That gap has since widened to around 28 mil-
lion barrels last month, demonstrating the
increasing clout of Russian grades.

Russia has been the top draw for Indian
refinerssince June, relegating Iraq to second
place, and Saudi Arabia to third spot.

The share of Russian oil in India’s overall
crude import basket jumped to 35 per cent
in the January-March period from 16 per
cent for calendar 2022, and from 2 per cent
in pre-war 2021 — it was a record 38 per cent
in March. During the same period, the com-
bined share of the top three West Asian sup-
pliers to India —Iraq, Saudi Arabia and UAE
— declined to 43 per cent this year from 50
per cent last year. The share of US oil nearly
halved to a little over 5 per cent this year
from 2021, and the share of Nigeria, a sup-
plier of sweet grades, dropped by two-thirds
1o 2 per cent.

What is more surprising is that a surge in
Russian oil supplies has come after the G7
imposed stringent sanctions on Moscow. On
December 5, a $60-a-barrel price cap on
Russian crude oil exports came into force,
with a grace period for older shipments until
January 19. The US also introduced a provi-
sion that importing nations such as India
cannot avail of Western tankers and insur-
ance facilities if the price of Russian oil
exceeded the cap.

That condition was much more troubling
for India than China, which is self-sufficient
in tankers to ferry crude to its refineries. On
the other hand, India lacked shipping and
storage infrastructure to bring in spot crude,
a top official from a state refiner said.
Typically, India buys spot crude on a deliv-
ered basis, and all Russian supplies are sold
on spot terms.

“There is no reason to believe that Russian
oil flows to India are only temporary,” said
Tilak Doshi, a London-based international
oil expert with senior level stints in Saudi
Arabian think tank KAPSARC and state-oil
company Aramco. Doshi referred to the
crude supply contract signed last week
between Russian state Rosneft and state
refiner IOC. “This is an indication that oil
trading between Russia and India is robust
and will remain sointo the future,” he added.

Last week, Rosneft said that shipments to
10C would grow significantly, accompanied
by a diverse supply of crude grades. The
agreement builds from an initial agreement
in December 2021, when the two companies

per
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signed a deal to supply 40,000 barrels a day
of Urals in 2022. IOC bought 425,000 barrels
aday of Russian crude in March.

Russian Deputy Prime Minister
Alexander Novak has said that Russian crude
exports to India increased 22-fold last year.

Prime Minister Narendra Modi’s govern-
ment’s open backing for buying discounted
oil from Russia, defying US pressure, is a key
reason for India’s growing appetite for
Russian oil. But for New Delhi’s support, state
oil companies led by I0C could not have
bought 89 million barrels of Russian oil, or 58
per cent of total Russian purchases, in the
January-March period. At 13 million barrels
in March, I0C’s purchases were second only
to Reliance’s 17 million barrels, and more than
twice that of Rosneft-operated Nayara Energy.

The government has also gained from this
exercise. Ithas kept pump prices of diesel and
petrol steady for over 10 months to control
inflation. It felt no need to subsidise diesel
and petrol sales of state oil companies, asking
the refiners to adjust theirlosses by increasing
purchases of discounted Russian oil.

But political backing was only part of the
reason for surging Russian crude flows.
Indian refiners had to jump several banking
hoops to keep the oil flowing.

India diversified its basket of Russian
crudes from Urals, a medium, sour grade, to
lighter oils including Novy Port, Sokol, ESPO,
CPC and Siberian Light, enabling more
Indian refineries to process the crude. That
helped increase the share of discounted
Russian supplies in the crude basket, and
also hedge sanction risks. For instance, BPCL
and HPCL's Mumbai refineries are designed
for sweeter crude grades; other plants can
absorb high-sulphur Urals if blended with

Total (Volume in million barrel)
153

46.9
IETE 31.0

Bl 2.0

sweeter grades.

Urals, which accounts for a bulk of India’s
Russian purchases, trades below the Western
price cap, exempting it from sanctions. But
the State Bank of India is asking for a break-
up of the delivered price of Urals in the invoice
to make sure that the FOB, or loading value,
of Urals is below the $60-a-barrel mark, indus-
try officials said. Such break-ups are being
provided, and in cases where other sweet
grades are involved that trade above the cap,
Indian state refiners are using smaller banks
such as UCO Bankor Indian Bank, which have
little exposure to the US, to make payments,
atop government official said.

Some trades are also being settled in dir-
hams because Russian oil companies prefer
the UAE currency, said a Novatek official, the
largest independent natural gas producer in
Russia. Reliance has extensive trading oper-
ations in Dubai and Singapore, and is able to
settle oil trades in dirhams. Indian state
refiners are able to pay for Sokol crude, which
comes from ONGC’s share of a 20 per cent
stake in the Sakhalin-1 area, in rupees, an
industry official said.

However Russian companies are not keen
on accepting rupees for oil payments, con-
cerned that they will be left with a pile of
Indian currency to manage. Sberbank, VIB
Bank and Gazprombank have opened vostro
accounts to facilitate rupee trade but there
is less appetite for Indian goods in Russia.

Where western ships and insurance can-
not be used, companies such as Mumbai-
based Gatik Ship Management are helping
ship Russian oil. The company has spent $1.3
billion to secure over 45 tankers to ship oil,
according to reports by shipping trade pub-
lications Tradewinds and Splash 247.
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Saudi, UAE,
others cut oil
production in
surprise move

Dubai: Saudi Arabiaand other
OPEC+ oil producers on Sun-
day announced voluntary cuts
to their production amounting
to around 1.2 million barrels
per day (bpd) in a surprise mo-
ve they said was aimed at sup-
porting market stability.

The group had been large-
ly expected to stick to its alre-
ady agreed 2 million bpd cuts
when its ministerial panel,
which includes Saudi Arabia
and Russia, meets virtually
on Monday. Last October,
OPEC+, which comprises the
Organization of Petroleum Ex-
porting Countries (OPEC) and
alliesled by Russia, agreed out-
put cuts of 2 million bpd from
November until the end of the
year, angering Washington as
tighter supply boostsoil prices.

The US has argued that
the world needs lower prices
to support economic growth
and prevent Russian Presi-
dent Vladimir Putin from
earning morerevenue tofund
the Ukraine war.

Sunday’s voluntary cuts,
which start from May, come in
addition to the ones already
agreed in October.Rivadh said
it would cut output by 500,000
bpd while Iraq will reduce its
production by 211,000 bpd. The
UAE said it would cut produc-
tion by 144,000 bpd, while Om-
an announced a cut of 40,000
bpd. reuters
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What it will take to shift from fossil fuel to EVs

NEED OF THE HOUR. For the country to transition, there is a need for long-term government backing and more financing for organisations

—
V Rishi Kumar

o cut emissions in the

country, the trans-

port sector is in a

phase of transition.
The endeavour is to shift as fast
as possible from fossil-powered
vehicles to electric vehicles
(EVs). For this, government
support is critical in several
areas, including the settingup of
a pan-India charging
infrastructure.

While these may seem early
days, EVadoption is slowly gain-
ing traction with sales expected
to top two million during 2023-
24. The government’s support
for start-ups and original equip-
ment manufacturers (OEMs) in
an import-dependant segment
could play a significant role in
the effort to electrify 70 per cent
of all commercial cars, 30 per
cent of private cars, 40 per cent
of buses and 80 per cent of two-
and three-wheelers by 2030.

GOVERNMENT SUPPORT
Economics of scale and localisa-

tion are expected to reduce
manufacturing costs and make
EVs more affordable, while the
rise in fossil fuel costs could dis-
incentivise the purchase of in-
ternal combustion engine (ICE)
vehicles. Though higherupfront
cost differential between EVs
and ICE vehiclesis a keybarrier,
early parity could be atrigger for
growth,

“The electric vehicle adop-
tion and setting up of charging
infrastructure currently face a
chicken and egg situation where
vehicle owners fear range anxi-
ety and charging point operat-
ors fear poor utilisation due to
low adoption,” notes Rohan
Rao, Partner, KPMGinIndia. He
adds: “In this transition, two-
wheelers and three-wheelers
are at the forefront of EV adop-
tion. The EV adoption in two-
wheelers for the next two-three
years shall be contingent on
government support till parity
isachieved.”

Commercial users are cur-
rently at the forefront of EV ad-
option. However, significant
penetration can only be

SLOW, BUT STEADY.EV adoption is slowly gaining traction with
sales expected to top two million during 2023-24 stockenoto

achieved with large scale EV ad-
option for personal use which is
expected to pickup once battery
and component prices go down.
Given the reducing cost curves
across battery, motor and other
major vehicle components, and
more OEMs entering this space,
EV adoption in India is likely to
see significant tailwinds in the
comingyears.

The good newsisalso that the
Central and State governments
are now prioritising replacing
their ageing public transport

fleets with electric buses to de-
carbonise intra-city transport.
Under the National Electric Bus
Programme, about 50,000 elec-
tric buses are expected to be de-
ploved in the next 7-8 years. Tri-
als on high density inter-city
routes are also expected with
the introduction of buses with a
400-450km range per charge.

At present, there are barely
5,000-6,000 charging units. But
things are changing. Innovative
models for private and public

charging, on-the-go charging

stations at fuel stations are hap-
pening. A whitepaper by Alvarez
and Marsal in 2022 pointed out
that India has to set up 46,000
EV charging stations by 2030.
With a large automotive in-
dustry, India is ripe for innova-
tion and rapid adoption of EVs.
Some industry sub-segments
can grow at 50-100 per cent an-
nually over the next five years if
supply chain, product safety,
product and battery innovation,
charging infrastructure and fin-
ancingobstaclesare removed.

INTER-CITY TRAVEL
“All the oil and gas majors in In-
dia are aggressively setting up
EV charging stations. IOCL,
HPCL and BPCL have set up a
number of charging stations
and these companies have tie-
ups with multiple OEMs, char-
ger manufacturers and fleet op-
erators for support and techno-
logy transfer. These OMCs have
plans of installing 20,000-plus
charging stations by 2027, pur-
suing EV as a serious opportun-
ity,” says Rao.

For electric two-wheelers

and cars plying within cities,
range anxiety is not a major
challenge with intra-city travel
limited to 30-50 km a day. How-
ever, itisa concern for inter-city
travel. Therefore, both the gov-
ernment and companies are
planning EV fast-charging cor-
ridors along national highways.
The effort is to upgrade existing
highways to integrate one EV
charging station per 50-100 km.
The EV segment needs
longer-term government sup-
port to encourage organisations
and end-customers. Manish
Saigal, Managing Director at Al-
varez & Marsal India, says:
“While the government is de-
termined to make India the
global hub for EVs, consumers
are seeking cleaner options for
mobility; e-commerce and
other progressive freight busi-
nesses have already announced
aggressive sustainability targets
for electrification of their
fleets.” The stage is set and all
stakeholders are awaiting the
big push. If all goes well, the tar-
gets set for EV penetration are
likely to be achieved by 2030.
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