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April gas price at $7.92 but capped
at $6.5 for consumers: Govt order

PRESS TRUST OF INDIA
New Delhi, April 7

THE GOVERNMENT ON Friday
announced a natural gas priceof §7.92
perunit fortheremainderof Aprilaccord-
ing to the just approved new pricing for-
mula, but rates for consumers have been
cappedat 5 6.5 per unit.

According to an order of the oil min-
istry's Petroleum Planning and Analysis
Cell, the price of natural gas for April 8 to
April 30 period comesto $7.92 per million
British thermal unit going by the new
indexation of pricing it at 10% of
imported cost of crude cil.

However,the Union Cabinet had while

changingthe pricing formula capped the
rates at 56.5 per mmBtu for two years end-
ing March 31, 2025,

“For the gas produced by ONGC/OIL
from their nomination fields, the price
shall be subject to ceiling of $6.5 per
mmBtu,”the ordersaid.

The capped rates which are about a
guarter less than the current prices, will
lead to CNG and piped cooking gas prices
being cut by upto 10%. Followingthedec-
sion, the CNG price in Delhiis likelyto be
cut trom ¥79.56 perkgto ¥73.5%9and that
of PNG from 253.59 per thousand cubic
meters to ¥47.59, In Mumbai, CNG may
cost ¥79 perkginstead of ¥T87 and PNG
maycost 149 per scm instead of T54.
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‘GGas pricing realignment to
help transportation sector’

Press Trust of India
New Delhi

Realignment of the gas pricing
mechanism by insulating the
consumers from the spikes in
global prices will soften prices
and will provide much needed
relief to the transportation
sector, SIAM President Vinod
Aggarwal said on Friday.

In a statement, he noted
that the measure will also help
in re-igniting interest in CNG
vehicles in India and would go
along way in promotinga clean
alternative fuel invarious parts
of the country.

“Incentivising greater pro-
duction of natural gas will res-
ult in reduction in import de-
pendence of conventional
fuels, thereby enabling expan-

sion of CNG infrastructure
across the country and facilit-
ating wider availability of CNG
for vehicles,” Aggarwal stated.

The Union Cabinet on April
6, approved a revision in the
formula for pricing of natural
gas and imposed a cap or ceil-
ing price to help cut CNG and
piped cooking gas prices by up
to 10 per cent.
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New policy mandates monthly revision of natural gas price

Centre caps natural gas

price at $6.5 for 2 years

MADHUSUDAN SAHOO
MEW DELHI, APRIL 7

The Fovernment on
Friday priced natural gas
price at $7.92 per unit for
the remainder of April
according to the just
approved new pricing for-
mula, but the price for
consumers have been
capped at $6.5 per unit,
Following the decision,
consumers will get a big
relief as CNG and piped
cooking gas prices are
going to be cheaper.
According to an order of
the oil ministry's petrole-
um planning and analysis
cell, the price of natural
gas for April 8 to April 30
period comes to $7.92 per

million British thermal
units going by the new
indexation of pricing it at
10 per cent of imported
cost of crude oil,

The capped rates, which
are about a guarter less
than the current prices,
will lead to CNG and piped
cooking gas prices being
cut by up to 10 per cent.

With the decision, the
CNG price in Delhi is like-
ly to be cut from T79.56 per
kg to ¥73.59 and that of
PNG from ¥52.59 per thou-
sand cubic metres to
#47.59. In Mumbai, CNG
may also cost I79 per kg
instead of T8T and PNG
may cost T49 per scm
instead of 254 as well,

As per the new order, the
prices will now be revised
every month, instead of
bi-annual revision. “The
APM prices would be
declared on a monthly
basis by PPAC on the last
day of the month. Besides,
the government will moni-
tor prices of CNG and
piped natural gas or PNG
for household Kitchens to

ensure that the reduction
in input gas price is
passed on to the con-
sumers,” the order said.

“The PPAC has been
mandated to prepare and
maintain a portal for mon-
itoring of CNG/PNG con-
sumer prices on a dynam-
ic basis. The PPAC will
develop a suitable mecha-
nism for receiving regu-
larly updated data from
the CGD entities. The pot-
tal would be made dynam-
ic to reflect the changing
prices without delay”™ it
atdded. However, the Union
Cabinet had while chang-
ing the pricing formula
capped the rates at $6.5 per
mmBtu for two years end-
ing March 31, 2025,
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Centre fixes gas price at $7.92/mmBtu

Sraff writer
m@‘%mint.com
NEW DELHI

he Centreannounced on
T Friday that natural gas

prices will be fixed at
$7.92 per metric million British
thermal unit (mmBtu) for the
8-30 April period.

However, the price of gas
produced from nomination
fields of Oil and Natural Gas
Corp. and Oil India Ltd, used
for piped natural gas (PNG) and
compressed natural gas (CNG),
was capped at $6.5 per mmBtu.

“For gas produced by ONGC
and OIL from their nomination
fields, the price shall besubject
toaceilingof $6.5 permmbBtu,”
itsaid in astatement.

The announcement comesa
day after the Union cabinet
approved the new gas pricing
norms. On Thursday, the cabi-
net committee on economic

Prices for consumers were
capped at $6.5/mmBtu

MINT

affairs approved the new gas
pricing guidelines, paving the
way for linking domesticnatu-
ral gas pricesin India to global
crude rates. According to the
guidelines, price ofnatural gas
willbe 10%ofthe monthlyaver-
age ofthe Indian crude basket,
whichisaweighted average of

Dubai and Oman (sour) and
Brent Crude (sweet) oil prices.
Thecabinet also approveda

floor price of $4 per mmBtu

and a cap of $6.50 permmBtu
under the Administered Price
Mechanism (APM) gas pricing.

Inastatement, the oil minis-
try the move seeks to increase
consumption of natural gas to
achieve the government's tar-
get toraise the share of natural
gas in the primary energy mix
in India from the current 6.5%
t015%by 2030.

The Centre said the move
will also reduce the impact of
rising international gas prices
on domestic gas prices. Inter-
national gas prices havestayed
elevated overthe past year due
tothe Russia-Ukraine war.

Earlier, gas prices in India
was determined by domestic
gaspricing normsapproved by
the government in 2014.. The
2014 pricing guidelines pro-

vided fordetermining domes-
tic gas prices for a six-month
period based on the volume-
weighted prices prevailing at
the gastrading hubs in Henry
Hub, Albena, National Balan-
cing Point (UR), and Russia for
aperiodof12monthsand with
atime lag ofa quarter.

Now the revised gas pricing
guidelineslinkdomestic natu-
ral gas prices to global crude
prices, which is more relevant
and will track prices in real-
time. The earlier guidelines
had significant volatility. Data
on Indian crude basket prices
from the previous month used
todetermine APM gas price.

In November, the Kirit Par-
ikh committee made several
recommendations, including
pricinglocally produced natu-
ral gasat 10% of crude oil prices
and implementinga floor price
of $4 per mmBtu with a cap of
$6.5 permmbBtu.



CNG & piped
gas prices to
get cheaper

hy 10%: Govt

MADHUSUDAN SAHOO
NEW DELHI, APRIL 7

The consumers have
reason to cheer, as the
Union government on
Friday announced a nat-
ural gas price of $7.92
per unit for the remain-
der of April according to
the just-approved new
pricing formula, but
rates for consumers
have been capped at $6.5
per unit.

Following the decision,
consumers will get a big
relief as compressed nat-
ural gas (CNG) and
piped cooking gas prices
are going to be cheaper.

According to an order
of the oil ministry's
petroleum planning and
analysis cell (PPAC), the
price of natural gas for
the April 8-April 30 peri-
od comes to $7.92 per
million British thermal
units going by the new
indexation of pricing it
at 10 per cent of the
ilnported cost of crude
oil.

The capped rates,
which are about a quar-
ter less than the current
prices, will lead to CNG
and piped cooking gas
prices being cut by up to
10 pér cent.

With the decision, the
CNG price in Delhi is
likely to be cut from
T79.56 per kg to T73.59
and that of PNG from
T53.59 per thousand
cubic metres to 247.59.
In Mumbai, CNG may
cost 279 per kg instead of
BT and PNG may cost
249 per scm instead of
54,

As per the new order,
going forward, the pri-
ces will now be revised
every month instead of
bi-annual revision.

“The administered
price mechanism prices
will be declared on a
monthly basis by PPAC
on the last day of the
month. Besides, the gov-
ernment will monitor
the prices of CNG and
PNG  for household
kitchens to ensure that
the reduction in input
gas prices is passed on to
the consumers,” the
order said.

W More on Page 7
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CNG, PNG prices may tall
9-11%, says Crisil Ratings

The Hindu Bureau
MUMBALI

The prices of compressed
natural gas (CNG) used by
vehicles and piped natural
gas (PNG) used by homes
could be reduced by 9-11%
with the government ac-
cepting the key recom-
mendations of the Kirit Pa-
rikh Committee, Crisil
Ratings wrote in a note.
Had the previous pricing
regime continued, prices
would have risen further.,
“This revised gas pric-
ing norms would lend grea-
ter stability to gas prices
for city gas distributors
and sustained competitive-
ness with alternative fuels,

thus driving demand and
supporting massive capex
plans,” the rating agency
said on Friday.

Till now, the price of gas
produced from fields co-
vered under the Adminis-
tered Price Mechanism
(APM) regime — which ac-

counts for 70% of domestic
gas production — was de-
termined semi-annually
based on a formula that
benchmarks it to average
international prices at four
gas trading hubs.

As per a key recommen-
dation of the committee
accepted by the Govern-
ment, the APM formula is
now revised and deter-
mined as a 10% slope to
crude oil prices, but with a
floor and ceiling price of
$4/mmBtu  and  $6.5/
mmBtu, respectively.

“This would balance the
interests of domestic gas
producers while incentivis-
ing the city gas consum-
ers,” Crisil Ratings said.
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Decision torevise domestic gas pricin

guidelines tobenefit consumers: Modi

STATESMAN NEWS SERVICE
MEW DELHI 7 APRIL

Prime Minister Narendra
ModionFrday hailed the Cab-
inet decision to protect con-
sumers” interests byreducing
the impact of increase in
intemational gas prices on gas
prices in India.

Sharing a tweet by Union
Minister for Petroleum and
Natural Gas Hardeep Singh
Pur, the Prime Minister tweet-
ed: “The Cabinet decision
relating to revised domestic
gas pricing has many bene-
fits for the consumers. Itisa
positive development forthe
sector.”

In his tweet, Mr Puri had
said “Incontinuation to var-
iousinitiatives taken under the
leadership of PM Sh#naren-
dramodi Ji to protect the
interest of consumers by
reducing the impact of
increase ininternationalgas
prices on gas prices in India
#lInionCabinet approves
revised domestic gas pricing
guidelines!”

The

.Gnvernment has tar-

geted to increase the
share of natural gas
in primary energy mix
in India from the cur-
rent 6.5 per cent to
15 per cent by 2030.

The reformswilllead to sig-
nificant decrease in prices
of Piped Natural Gas (PNG)
for households and Com-
pressed N atural Gas (CNG) for
transport. The reduced prices
shall also lowerthe fertilizer
subsidy burden and help the
domestic power sector. With
the provision of afloorin gas
pricesaswell as provision for

Sat, @8 April 2023
i, s NLips://epaper.thestatesman. com/c/72121755

20 per cent premium fornew
wells, this reform will incen-
tivise ONGC and OIL to make
additional long term invest-
ments in the upstream sec-
tor leading to greater pro-
ductionofnatural gasand con-
sequentreductioninimport
dependence of fossil fuels.

The revised pricingguide-
lines will also promote lower
carbon footprint through the
growth of gas-based econo-
my.

The Cabinet Committee on
Economic Affairs, chaired by
the Prime Minister on Thurs-
day approved the revised
domestic natural gas pric-
ing guidelines for gas produced
from nomination fields of
ONGC/OLL, New Exploration
Licensing Policy (NELP) blocks
and pre-NELP blocks, where
Production Sharing Contract
{PSC} provides for Govern-
ment's approval of prices.

The price of such natural
gas shall be 10 per centofthe
monthlyaverage of the Indi-
anCrude Basket and shall be
notified on a monthly basis.

For the gas produced by
ONGC & OlLfromtheirnom-
inationblocks, the Adminis-
tered Price Mechanism { APM)
price shall be subject to a
floorand a ceiling,

Gas produced from new
wells or well interventions
in the nomination fields of
ONGC & OIL, would be
aliowed a premium of 20 per
cent over the APM price.

The new guidelines are
intended to ensure stable
pricing regime for domestic
gas consumers while at the
same time providing ade-
quate protection to produc-
ers from adversemarket fluc-
tuation with incentives for
enhancing production.

Governmenthastargeted
to increase the share of nat-
ural gasin primary energy mix
inIndiafrom the current 6.5
per cent to 15 percent by 2030,

The reforms shall help
expand the consumption of
natural gas and will con-
tribute to achievementofthe
target of emissionreduction
and net zero.

C:0,
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Domestic gasrate
for April notified °
at$7.92/mmBtu

Price for consumers to be
capped at$6.5/mmBtu

SUBHAYAN CHAKRABORTY
New Delhi, 7 April

The government on Friday announced a natural gas price of

$7.92 per metric million British thermal unit (MMBtu) for the
remainder of April, according to the new pricing formula sug-
gested by the Kirit Parikh Committee. However, itsaid the final
rates for consumers have been capped at $6.5 per mmBtu.
According to an order of oil ministry's petroleum planning
and analysis cell, the price of natural gas for April 8-30 period
has been notified as $7.92 per MMBtu going by the new formula
of gas prices being pegged 10 per cent
of the international price of the Indian
crude basket. SN Eie chec
to reduce by
However, the rates have been .

10% the prices
capped at $6.5 per MMBtu for con- ofPNG. sunplied
sumers, according to the latest decision 1 RIPP

: T to households,
ofthe Union Cabinet. “For the gas pro- d CNG used
duced by ONGC/OIL from their nomi- an f:s'e
nation fields, the price shall be subject asautofue
to a ceiling of $6.5 per mmBtu,” the
order said.

The government on Thursday amended the domestic pric-

ing model of natural gas in line with the recommendations of !

the Kirit Parikh committee on gas pricing.

It approved a floor price of $4 per MMBtu for the next 2
years, to cover the cost of gas production by state-run firms
ONGC and OIL. The ceiling price will be set at $6.5 per MMBtu.
Afterwards, both the floor and ceiling prices will be increased
yearly by about $0.5 per MMBLtu, Petroleum Secretary Pankaj
Jain said.

The move is expected to reduce by 10 per cent the prices of ¢

piped natural gas (PNG), supplied to households, and com-
pressed natural gas (CNG), used as auto fuel and by various
industries, including petrochemicals and fertilisers.
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Domestic natural gas to
cost $7.92/mBtu from today

L
Rishi Ranjan
New Delhi

Following the Cabinet’s ap-
proval of the Kirit Parikh com-
mittee recommendations, the
government on Friday revised
the price of natural gas pro-
duced from legacy fields of
ONGC and OIL at $7.92 per
mBtu with effect from
Saturday.

The prices have been re-
vised for two time periods —
from April 1,2023 to April 7as
well as another from April 8to
April 30. Legacy fields ac-
count for 70 per cent of the
gas produced in the country.

ON GCV BASIS
“The price of domestic nat-
ural gas for April 8-30 is noti-
fied as $7.92 per million Brit-
ish thermal units (mBtu) ona
gross calorific basis (GCV).
Further, for the gas produced
by ONGC/ Oil India (OIL)
from their nomination fields,
the above mentioned APM
price shall be subject to a ceil-
ing of $6.50 per mBtu on GCV
basis for the same period,”
PPAC said ina notification.
For the April 1-7 period, the
Petroleum Planning And Ana-
lysis Cell (PPAC) said the
price of gas on a GCV basis
will be $9.16 per mBtu.

Sources said that initially
the price of domestically-pro-
duced natural gas will be
higher but will come downina
fewmonths. After the new no-
tification, the prices will be re-
vised monthly, from 26" of
the previous month to 25 of
the current month.

On Thursday, the govern-
ment approved the Parikh
committee recommendation,
which proposed a ceiling of
$6.50 per mBtu and a floor of
$4 per mBtu. Besides, the
price from old fields will be
fixed at 10 per cent of the
monthly average of India’s
crude oil basket.

Previously, the price of gas
from legacy or Administered
Price Mechanism (APM),
fields and from difficult fields,
or Deepwater, Ultra Deepwa-
ter and High Pressure-High
Temperature (HPHT) fields
were revised bi-annually, with
effect from April 1 and Octo-
ber 1.
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Gas price in April at $7.92, capped
for consumers at $6.5: Govt order

PRESS TRUST OF INDIA
MEW DELHI, APRILT

THE GOVERNMENT on Friday
announced anatural gas price of
$7.92 per unit for the remainder
of Aprilaccording to the just ap-
proved new pricingformula, but
rates for consumers have been
capped at $6.5 per unit,

According to an order of the
Oil  Ministry's  Petroleum
Planning and Analysis Cell, the
price of natural gas for April 8 to
April 30 period comes to $7.92
per million British thermal unit
going by the new indexation of
pricing it at 10 per cent of im-
ported cost of crude oil.

However, the Union Cabinet
had while changing the pricing
formula capped the rates at$6.5
permmBtufor two years ending
March 31, 2025,

“For the gas produced by
ONGC/OIL from their nomina-
tion fields, the priceshallbe sub-
ject to ceiling of USD 6.5 per
mmBtu,” the order said.

The capped rates which are
about aquarter less than thecur-
rentprices, will lead to CNGand
piped cooking gas prices being
cut by up to 10 per cent.

The government Thursday
accepted several key recom-
mendations made by the Kirit
Parikh Committee with respect
to the pricing of natural gas pro-

$ThelndianEXPRESS :::,." 120, 00,
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duced from APM fields {that are
legacy fields and largely held by
PSUs like ONGC).

Under thenew pricing mech-
anism, the pricing of gas will be
linked to 10 per cent of India's
average monthly crude import
basket, There would also be a
floor price of $4 per mmBtu and
a ceiling price of $6.5 per
mmBtu, This formula replaces
the old onewhere the rates were
fixed using four international gas
benchmarks. The priceof gasac-
cording to this formula was
$8.57 per mmBtu for six months
ended March 31.

For April 1 to April 7—the pe-
riod prior to the Cabinet deasion
— the price of APM gas would be

“USD 96 per mmbBtuona Gross
Calorific Value {GQV) basis,” the
PPAC order said,

“For the gas produced by
ONGC and OIL from their nomi-
nationfields the APM priceshall
besubjecttoafloorand a ceiling.

“The initial floor and ceiling
prices shallbe USD 4 per mmBru
and USD 6.5 per mmBtu respec-
tively. The ceiling would be main-
tained for the next two years(FY
2023-24 and 2024-25 Jand then
mcreased by USD 0.25 per
mmBtu each year,” a separate
Gazette notification indicating
the decision of the Cabinet said.

The prices will now be re-
vised every monthinstead of bi-
annual revision.

00
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(as price for Aprat $7.92
but price for consumers
capped at $6.5: Govt order

PTI m NEW DELHI

The government on Friday
announced a natural gas
price of $ 7.92 per unit for the
remainder of April according to
the just approved new pricing
formula, but rates for con-
sumers have been capped at
$ 6.5 per unit.

According to an order of
the Oil Ministry’s Petroleum
Planning and Analysis Cell, the
price of natural gas for April 8
to April 30 period comes to $
7.92 per million British thermal
unit going by the new indexa-
tion of pricing it at 10 per cent
of imported cost of crude oil.

However, the Union
Cabinet had while changing the
pricing formula capped the
rates at $ 6.5 per mmBtu for
two years ending March 31,
2025.

“For the gas produced by
ONGC/OIL from their nomi-
nation fields, the price shall be
subject to ceiling of $ 6.5 per
mmBtu,” the order said.

The capped rates which are

about a quarter less than the
current prices, will lead to
CNG and piped cooking gas
prices being cut by up to 10 per
cent.

Following the decision, the
CNG price in Delhi is likely to
be cut from 379.56 per kg to
?73.59 and that of PNG from
353.59 per thousand cubic
meters to ¥47.59. In Mumbai,
CNG may cost 379 per kg
instead of I87 and PNG may
costT49 per scm instead of T54.

The Government on
Thursday accepted several key
recommendations made by the
Kirit Parikh Committee with
respect to the pricing of natural
gas produced from APM fields
(that are legacy fields and
largely held by PSUs like
ONGC).

Under the new pricing
mechanism, the pricing of gas
will be linked to 10 per cent of
India’s average monthly crude
import basket. There would
also be a floor price of $ 4 per
mmBtu and a ceiling price of
$ 6.5 per mmBtu.
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Gas price for Apr fixed at $6.5 a unit

Under new rules, floor and ceiling prices of gas fixed at $4 and $6.5 a unit, respectively

RAKESH KUMAR @New Dethi

A day after announcing the re-
vised gas pricing norms, the
government on Friday an-
nounced the natural gas price
of $7.92 per unit for April 2023,
but as per the new price formu-
la the same will be capped at
$6.5 per unit.

The new gas pricing norms
issued on Thursday (April 6,
2023), under which gas price
will be determined based on av-
erage crude price basket of pre-
vious month’, but with a floor
and ceiling price of $4/mmBtu
and $6.5/mmBtu, respectively.
“For the gas produced by ONGC
and OIL from their nomination
fields, the price shall be subject
toa ceiling of $6.5 per mmBtu,”
a government order said. Ex-
perts opine that city gas dis-
tributors could reduce prices
of compressed natural gas
(CNG), used by vehicles, and
piped natural gas (PNG), used
by homes, by 9-11%. The move
will lead to 9.5 per kg decline

in CNG and ¥6/scm fall in PNG.
For the government, it will help
raise the share of gas in India’s
energy mixko 15% by 2030 from
6.2% at present, and will also
bring down fertilizer subsidy
by about 21,400 crore on a full-
year basis.

“Had the previous pricing re-
gime continued, prices would
have likely risen,” said CRISIL
in a statement.

To illustrate the new pricing
mechanism, if crude basket in

March 2023 was $78.54 a barrel,
then as per the new formula,
the administrative price mech-
anism (APM) price for April
will be $7.85/mBtu. Since it is
higher than the cap, ONGC and
0Oil India will get $6.5/mBtu.
“While the provision of acap
in gas prices is positive from a
consumer’s perspective, the
provision of a floor and 20%
premium for production from
new wells will incentivise ad-
ditional investments by up-

CNG, PNG prices may
go down by 9-11%

The new gas pricing norms issued
on Thursday (April 6, 2023),
under which gas price will be
determined based on average
crude price basket of previous
month of a month’, but with a
floor and ceiling price of $4/
mmBtu and $6.5/mmBtu,
respectively. Experts opine city
gas distributors could reduce
prices of CNG, used by vehicles,
and PNG, used by homes, by
9-11%

stream producers. The gas
price fall should lead to a 29.5/
kg fall in CNG rates and 26/scm
fall in PNG(d) rates if fully
passed on to consumers,” said
Prashant Vasisht, vice-Presi-
dent and co-head, ICRA.

Last year, the government
had formed a panel headed by
Kirit Parikh to review gas
pricing. Earlier pricing formu-
la was fixed using four global
gas benchmarks.
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‘Gas price for April at $7.92, rates
for consumers capped at $6.5’

‘For the gas produced by ONGC/OIL from their nomination fields, the
price shall be subject to ceiling of $6.5 per mmBtu.’ the govt order said

OUR CORRESPONDENT

NEW DELHI: The govern-
ment on Friday announced a
natural gas price of $7.92 per
unit for the remainder of April
according to the just approved
new pricing formula, but rates
for consumers have been
capped at $6.5 per unit.

According to an order of
the Oil Ministry’s Petroleum
Planning and Analysis Cell, the
price of natural gas for April
8 to April 30 period comes to
$7.92 per million British ther-
mal unit going by the new
indexation of pricing it at 10
per cent of imported cost of
crude oil.

However, the Union Cab-
inet had while changing the
pricing formula capped the
rates at $6.5 per mmBtu for
two years ending March 31,
2025.

“For the gas produced by
ONGC/OIL from their nomi-
nation fields, the price shall be
subject to ceiling of $6.5 per
mmBtu,” the government order
said.

The capped rates which
are about a quarter less than

The capped rates which are about a
quarter less than the current prices, will
lead to CNG and piped cooking gas
prices being cut by up to 10 per cent

the current prices, will lead to
CNG and piped cooking gas
prices being cut by up to 10
per cent.

Following the decision, the
CNG price in Delhi is likely to
be cut from Rs 79.56 per kg to
Rs 73.59 and that of PNG from
Rs 53.59 per thousand cubic

meters to Rs 47.59. In Mum-
bai, CNG may cost Rs 79 per
kg instead of Rs 87 and PNG
may cost Rs 49 per scm instead
of Rs 54.

The Government on Thurs-
day accepted several key rec-
ommendations made by the
Kirit Parikh Committee with

respect to the pricing of natu-
ral gas produced from APM
fields (that are legacy fields
and largely held by PSUs like
ONGC).

Under the new pricing
mechanism, the pricing of gas
will be linked to 10 per cent of
India’s average monthly crude
import basket. There would
also be a floor price of $4 per
mmbBtu and a ceiling price of
$6.5 per mmBtu.

This formula replaces the
old one where the rates were
fixed using four international
gas benchmarks. The price of
gas according to this formula
was $8.57 per mmBtu for six
months ended March 31.

For April 1 to April 7 - the
period prior to the Cabinet
decision - the price of APM gas
would be “$9.16 per mmBtu on
a Gross Calorific Value (GCV)
basis,” the PPAC order said.

“For the gas produced by
ONGC and OIL from their
nomination fields, the APM
price shall be subject to a floor
and a ceiling.

“The initial floor and ceiling
prices shall be $4 per mmBtu
and $6.5 per mmBtu respec-

tively. The ceiling would be
maintained for the next two
years (FY 2023-24 and 2024-
25) and then increased by
$0.25 per mmBtu each year,”
a separate Gazette notification
indicating the decision of the
Cabinet said.

The prices will now be
revised every month, going
forward, instead of bi-annual
revision.

“The APM prices would be
declared on a monthly basis
by PPAC on the last day of the
month,” the notification said.

The government will moni-
tor prices of CNG and piped
natural gas (PNG) for house-
hold kitchens to ensure that the
reduction in input gas price is
passed on to the consumers.

“PPAC has been man-
dated to prepare and main-
tain a portal for monitoring of
CNG/PNG consumer prices
on a dynamic basis. PPAC will
develop a suitable mechanism
for receiving regularly updated
data from the CGD entities.
The portal would be made
dynamic to reflect the chang-
ing prices without delay,” the
notification said.
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GreenLine deploys its LNG-powered trucks
at UltraTech Cement’s Pune Bulk Terminal

NEW DELHI: GreenLine
(Green Planet Logistics Pvt
Ltd.), India’s first and only
LNG-fueled heavy truck-
ing logistics company, has
announced the deployment
of its LNG-powered trucks
at UltraTech Cement’s Bulk
Terminal located in Pune,
Maharashtra.

UltraTech is making strides
in its commitment to sustain-
ability and decarbonization
of its operations with this sec-
ond deployment of Green-
Line’s LNG-powered fleet of
trucks, after the first deploy-
ment at its Awarpur Cement
Works near Nagpur. The use
of LNG trucks is a significant

step towards achieving the
company's sustainability tar-
gets. This development under-
scores UltraTechs commitment
to scaling up its LNG fleet at its
plants across the country in the
coming months.

The trucks were flagged
off by Tanmay Pradhan, AVP
Logistics, UltraTech Cement,
Nisha Jain, Plant Head, Ultra-
Tech Pune Bulk Terminal,
alongwith Anand Mimani,
CEQ, GreenlLine, and other
key officials.

Speaking on the associa-
tion, Tanmay Pradhan, AVP
Logistics, UltraTech Cement
said, “At UltraTech, we are ded-
icated to creating a sustainable

future, and we are fully com-
mitted to collaborating with
our partners and stakeholders
to achieve our goal of a cleaner
environment. Our association
with GreenLine is a step for-
ward on our ongoing efforts to
decrease emissions, enhance
energy efficiency, and promote
sustainability.”

GreenLine’s LNG-powered
trucks reduce CO2 emissions
by 28 per cent, translating to
emission reduction of 24 ton
CO2 per truck per annum,
compared to conventional
diesel trucks. In addition,
these LNG trucks signifi-
cantly reduce other dangerous
emissions - SOx emissions by

upto 100 per cent, NOx emis-
sions by upto 59 per cent and
Particulate Matter by upto 91
per cent.

Commenting on the occa-
sion, Anand Mimani, CEQ,
GreenlLine, said, “We are proud
to again be the chosen green
mobility partner for UltraT-
ech Cement in their endeavor
to reduce carbon emissions
from their heavy trucking,
Reducing toxic, polluting
emissions from road logis-
tics is crucial for businesses,
and GreenLine is actively sup-
porting corporations in this
endeavor through our fleet
of LNG-powered heavy-duty
trucks” MPOST
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Mahanagar Gas
Lowers CNG
and PNG Prices

Mumbai: Mahanagar Gas
Ltd (MGL) has reduced the
priceof compressed natural
gas (CNG) by 78 per kg and
domestic piped natural gas
by %5 per standard cubic
metre (SCM) in and around
Mumbai, the company said
on Friday. Frommidnight of
April 7, CNG will cost 79/
kg and domestic PNG will
costT49/SCM.

The decision comes after
the government on Thurs-
day revised the pricing met-
hodology of domestically-
produced natural gas to pro-
moteitsusage.

“This step of the govern-
ment will help to increase
the consumption of natural
gas in domestic and trans-
portation segment, which is
an additional step towards
making India cleaner and
greener,” MGL said in a sta-
tement, adding that it is pas-
singon the benefit of thisre-
duction in domestic gas cost
to its domestic PNG and
CNG consumers.

In February, MGL reduced
price of CNG by 22.5/kg. The
company said in Mumbai, its
CNG now offers savings of
about 49% and 16% when
compared with petrol and di-
esel. Also its domestic PNG
will offer around 21% saving
ascompared with thecurrent
price of domestic LPG, the
company said.— Our Bureau
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REVISED GAS PRICING NORMS

Natgas Price Fixed
at $6.5 per mmBtu
for Rest of April

Price almost one-fourth less than last month

Our Bureau

New Delhi: Domestic natural
gas price for the rest of April will
be $6.5 per million British ther-
mal unit (mmBtu), almost one-fo-
urth less than its price last
month, the oil ministry notified
on Friday.

The new rate follows the Cabinet
approval on Thursday of a new
pricing mechanism for gas produ-
ced by ONGC and 0il India from
their so-called nomination fields.

The new gas price is to be calcu-
lated every month and will be
10% of the previous month's av-
erage price of Indian basket cru-
de. As per this formula, the price
of gas from Saturday until the

end of April is
I $7.92 per mmBtu,
Thesharpfall according to the
in price will ministry’s notifi-
help city gas cation. But the
companies new guideline
cutrates for applies a floor of
the gas they $4 and a ceiling
seliforusein of  $6.5 per
transportand mmbBtu on the
cooking gas price. There-

fore, the effective
price will be $6.5 per mmBtu, the
ministry said.

The sharp fall in price will help
city gas companies cut rates for
the gas they sell for use in trans-
portand cooking.

For the April 1-7 period, the pri-
ce has been revised to $9.16 per
mmBtu. This has been done ac-
cording to the government's 2014
guideline on pricing, which has
now been replaced by the new gu-
ideline. Asitwasawaitingthe Ca-
binet nod for its new pricing me-
chanism, theministry had notre-
vised the price on April 1. Under
the 2014 guideline, prices werere-
vised every Apriland October.
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Natural gas price fixed at $7.92 for
April, capped at $6.5 for consumers

NEW DELHI, APRIL 7
The government on Friday
announced a natural gas
price of $7.92 per unit for the
remainder of Aprilaccording
to the just-approved new
pricing formula, but rates for
consumers have been
capped at $6.5 per unit.
According to an order of the
Oil Ministry's Petrdeum Plan-
ning and Analysis Cell, the
price of natural gas for Apnl 8
to April 30 period comes to
$7.92 per million British ther-
mal unit going by the new
indexation of pricing it at 10%
of imported cost of crude oil.
However, the Union Cabinet
had while changing the pric-
ing formula capped the rates
at $6.5 per mmBtu for two
years ending March 31, 2025.
“For the gas produced by
ONGC/OIL from their nom-
ination fields, the price shall
be subject to ceiling of $6.5
per mmBtu,” the order said.
The capped rates which
are about a quarter less
than the current prices, will

NEW PRICING MECHANISM

®The capped rates which are about a quarter less than
the current prices, will lead to CNG and piped cooking
gas prices being cut by up to 10%.

®The CNG price in Delhi is likely to be cut from ¥79.56
per kg to ¥73.59 and that of PNG from ¥53.59 per
thousand cubic meters to ¥47.59

®|n Mumbai, CNG may cost T79 per kginstead of Y87
and PNG may cost 49 perscm instead of T54

lead to CNG and piped
cooking gas prices being
cut by up to 10%.

Following the dedision, the
CNG price in Delhi is likely

to be cut from Rs 79.56 per
kg to Rs 73.59 and that of
PNG from Rs 53.59 per thou-
sand cubic meters to Rs
47.59. In Mumbai, CNG may

cost Rs 79 per kg instead of
Rs 87 and PNG may cost Rs
49 per sam instead of Rs 54.

The government on Thurs-
day accepted several key
recommendations made by
the Kirit Parikh Committee
with respect to the pricing of
natural gas produced from
APM fields (that are legacy
fields and largely held by
PSUs like ONGO),

Under the new pricing
mechanism, the pricing of
gas will be linked to 10% of
India’s average monthly
crude import basket. There
would also be a floor price of
$4 per mmBtu and a ceiling
price of $6.5 per mmBtu.

This formula rephces the old
me where the rates were foed
wsing four intemational gas
benchmarks. The price of gas
according tothis frmukbiwas $857
permmBtu far six monthsended
March 31. For April 1 to April 7,
the price of APM gas wauld be
“$9.16 per mmBtu on a Gross
Calon fic Value (GCV) basis,” the
PPAC order said — P11

8.4.2023
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THE GOVERNMENT on Friday notified key
changes inthe pricing regime for domestic
natural gas under the administered price
mechanism (APM), which mainly applies to
gas produced by legacy ( or ‘nomination’) fields
of national oil companies Oil and Matural Gas
Corporation Lid (ONGC) and Ol India Ltd {OIL).
Nomination fields are acreages that ONGC
and OIL got before 1999, after which oil and
gasblodks began to be awarded throughauc-
tons. Since November 1, 2014, the price of
APM gas(which is about two-thirdsof India's
natural gas production) has beendetermined
by the ‘modified’ Rangarajan formula — the
Narendra Modi government's tweaked ver-
sionof the formula devised by a committee
appointed by the UPA government under C
Rangarajan, then chairman of the PM-EAC.
The changes in the pricing regime, which
will be implemented from Saturday, include

$ThelndianEXPRESS

benchmarking the price of APM gas tothe price
ofimported crudeinstead of prices in four in-
ternational gas trading hubs, and monthly,
rather thanbiannual, revisionsin prices.
Thegovernment expects the new pricing
systemtoleadto asignificant reduction in the
retail price of piped natural gas (PNG, the
household cooking gas) and compressed nat-
ural gas (CNG, the auto fuel), which became
costlier after international gas prices surged
following Russia'sinvasion of U kraine,
Following the Cabinet clearance for the
new pricing regime on Thursday, IRB Minister
Anurag Thakur had said that as soon as the
newformulaisimplemented, PNG prices will
fall by about 10%, and CNG prices by 7-9%.
Consumers will have to wait for the compa-
nies o announce the new prices, however,
The new regime is also expected to re-
duce the government's fertiliser subsidy bill,
and aid gas-based power generation units.

Policy fine print and math
The price of APM gas will henceforth be
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New domestic gas pricing formula: the what and the why

10% of the average price of the Indian crude
basket in the preceding month, subject to
floor and ceiling prices.

The floor price will be $4 per million
British thermal units {mBtu), which means
DONGC and OILwill get thisprice for APM gas
even if the price as per the formula falls lower.

Theceiling has been fixed at $6.5 permBtu
—which means no matter how high the for-
mula-based price goes, the most thecompa-
nies canrealise for APM gas will be $6.5 per
mBtu. The ceiling shall not be revised for two
vears; the capwill then rise by 25 cents yearly.

The Petroleum Planning & Analysis Cell
{PPAC) of the Ministry of Petroleum & Natural
Gas on Friday notified $792 per mBtu as the
priceof domesticnatural gas as per the revised
formula for the remainder of April. As per PRAC
data, the average priceofthe Indian crude bas-
ket in March was$78.54 per barrel. However,
ONGC and OIL will get $6.5 per mBtu.

The price of APM gas was $8.57 per mBtu
for the six months ended March 31, The gov-
ernment kept on hold the scheduled price

https://epaper.indianexpress.com/c/72121675

revision for APM gas for April-September
2023 as itwasinthe processof changing the
pricing formula. Itisestimated that the price
of APM gas as per the modified Rangarajan
formula would have risen to over $10.5 per
mBtu for the six months starting April.

Toencourage ONGCand OIL to raise out-
put from legacy fields, the new pricing
regime allows the companies a premiumol
20% over the APM price for gas produced
from new wells, and for technology inter-
ventions in existing wells.

The changes in the pricing formulado not
apply to gas production from difficult
acreages — deep water, ultra-deep water,
high-temperature, and high- pressure fields.

Rationale for the changes

Under the 2014 pricing guidelines, the
APM gas price was set for siv-month periods
based on volume-weighted prices prevail-
ing at four international gas trading hubs —
Henry Hub (US), Alberta (Canada), National
Balancing Point (UK}, and Russia — for 12

months, and with a lag of a quarter.

According to the government, “the need
for this rationalisation and reform was felt”
because of the significant time lag and high
volatility. Linking APM gas pricesto crude oil
prices is now the prevalent practice in most
natural gas contracts internationally; it is
maore relevant to India’s consumption bas-
ket, and has deeper liquidity in global trading
markets on a real-time basis.

Over the last few years, ONGC and OIL,
who have been forced tosellatalossfor pro-
longed periods as prices stayed below their
cost of production, have been asking for a
floor price. Atthe same time, gasconsuming
industries haveurged the government toen-
sure domestic gas remains affordable, The
new pricing formula attempts tobalancethe
demandsofboth consumersand producers.

What Parikh panel suggested
Therevised pridngmechanismis based on

recommendations of a panel headed by econ-

omist Kirit Parikh. The panel was constituted

last year tolook atextant gas pricing guidelines
and recomimend changes to balance the inter-
ests of consumers and producers, help India
achieveitsaimof increasingdomestic gas out-
put,and substantially increase the share of nat-
ural gasinthe country's energy mix.

Thegovernment accepted the panel's rec-
ommendations to benchmark the APM gas
price to crude oil price, introduce floor and
ceiling prices, provide a 20% premium for gas
from new wells, and leave the pricing system
for gas from difficult fields unchanged.

The panelrecommended raising the ceil-
ing by 50 cents per year, but the government
has decided to keep the annual increment at
25cents. Also, the government has decided to
start raising the ceiling price after two years.

The government has so far not com-
mentedon one of the Parikh panel'skey rec-
ommendations — that APM gas prices be
made market-determined by 2027, The de-
tails of the new pricing regime released by
the government has no mention of deregu-
lation of APM gas prices.

ey
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New Gas Pricing Formula: CNG, piped gas
prices to be cut but no clarity on deregulation

PTI W NEW DELHI

CNG and piped cooking gas
prices will be cut by 9-11
per cent after the government
revised the formula for pricing
of natural gas, but there is no
clarity on deregulation of the
fuel, analysts said.

While the Union Cabinet
accepted an expert committee
report to price bulk of domes-
tically produced natural gas at
10 per cent of month average
import price of crude oil with
a floor of $ 4 per million
British thermal unit and a cap
of $ 6.5, tinkering with the
panel’s suggestions will help the
government avoid prices going
up right in the middle of gen-
eral elections next year.

“City gas distributors could
reduce prices of compressed

natural gas (CNG), used by
vehicles, and piped natural gas
(PNG), used by homes, by 9-11
per cent, with the government
accepting the key recommen-
dations of the Kirit Parikh
Committee,” Crisil Ratings said.
“Had the previous pricing
regime continued, prices would
have likely risen”

But the government has
not acted on the panels rec-
ommendation to fully deregu-
late prices in 2027.

Asked about the deregula-
tion of gas prices, Oil Secretary
Pankaj Jain, briefing reporters

late on Thursday evening, had
stated that the decisions taken
by the Cabinet have been com-
minuted.

“We don't know if the
deregulation has been post-
poned or stalled for now,” an
industry official said.

Also, the government tin-
kered with the recommenda-
tion of a $ 0.50 per mmBtu
annual increase till full dereg-
ulation in 2027.

The Cabinet decided that
rates will not change for two
vears and will be increased by
$ 0.25 annually thereafter.

This, analysts said, has
helped the government avoid
an increase in CNG and piped
cooking gas (PNG) prices in
April 2024 — when the coun-
try would have been in the
midst of general elections.
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OMC marketing earnings

expected to rise in Q4

Public sector OM(Cs saw cumulative losses of 18,622 crin first 9 months of FY23
PLUGGING THE LEAKS rar(inz

SUBHAYAN CHAKRABORTY
New Delhi, 7 April

ontinuing volatility in internation-
al crude and product prices is likely

1o benefit marketing earnings of
oil marketing companies (OMCs) in the
fourth quarter of 2022-23, analysts said.

State run-companies such as IOCL,
BPCL and HPCL are expected to see a
strong sequential improvement in oper-
ating earnings in Q4, results of which are
set to be released in the coming days. As
a result, margins on diesel are set to turn
positive for the first time in the past five
quarters, a report by ICICI Securities said.

“Post record-high losses of 174 per
litre on petrol and X27.7 per litre on diesel
for the week ended 24th Jun’22, margins
have steadily improved over the past 6
months,” it said.

Blended marketing margins rose to a
10-month high of about 2.5 per litre in
December, multiple analysts said. The
marketing margin on petrol has improved
to nearly 10 litre in the third quarter of
FY23, after posting alossin the preceding
two quarters.

However, for the domestic refiners,
diesel accounts for 45 per cent of refining
volumes where spreads are down $14 per
barrel bbl quarter-on-quarter. “So, while
refining profits will be lower, sharp recov-
ery in marketing margins will drive Q4
profit after tax to ¥115.7 billion (X11,570
crore) from 3274 billion (k2,740 crore) in
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Q3,” Avishek Datta, research analyst at
Prabhudas Lilladher, said.

Higher GRMs

In recent months, lossesin the marketing
segment have also been partially offset by
record high gross refining margins
(GRMs) in FY23. GRM is the amount that
refiners earn from turning every barrel of
crude oil into refined fuel products.

“We expect OMCs’ results to be opera-
tionally better, owing to recovery in mar-
keting gains of blended margins by 3.3
per litre (versus loss of ¥3 in Q3 despite
lower GRMs,” Datta said.

Benchmark Singapore margins were
higher at $8.2 per barrel in Q4, compared
to $6.1 per barrel in Q3 due to improve-
ment in petrol refining spreads to $19 per
barrel, he added.

Public sector OMCs reported cumula-
tive losses 0f 18,622 crore during the first
nine months of FY23 against a profit
before tax of 328,360 crore in the same
period of FY22, the government said. This
was primarily due to under-recoveries or
the difference between the retail selling
price and the international rate, for petrol,
diesel and LPG.

Crude prices have faced unprecedent-
ed volatility following the Russia-Ukraine
war in February 2022 and the freeze on
the pump prices of both the auto fuels
since April 6, 2022, the government said.

Prices for petrol and diesel in India
(Delhi) increased by 1.37 per cent and 3.4
per cent, respectively, over the period of
January 2022 to January 2023, data com-
piled by Petroleum Planning and Analysis
Cell (PPAC) showed.
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® NEW PRICING NORMS EFFECTIVE TODAY
Piped gas, CNG prices
to fall by up to 11%

MANISH GUPTA
New Delhi, April 7

THE GOVERNMENT'S NEW
gas pricing formula may
result in city gas distributors
(CGDs) lowering the prices of
compressed natural gas
(CNG), used by vehicles, and
piped natural gas (PNG), used
byhomes,byupto 11% early
next week

“APM (Administered Price
Mechanism)pricesdecliningto
S$6.5/mmBtu could mean a 9-
11%cutin CNGand PNG prices,
assuming companies pass on
the benefit to end-consumers,”
said Naveen Vaidyanathan,
Director, Crisil Ratings.

On Thursday, the Cabinet
approved a new gas pricing
regime that links it to crude
but binds it within a range of
$4 to $6.5 permmBtu for the
next two years, in effect pre-
venting any volatile move-
mentof gas prices during the
general electionsnextyear.

The revised price will be
announced on Saturday.

As per the earlier pricing
regime, gas prices would have
risen further to S$10-
11 /mmBtu for the firsthalf of
fiscal 2024 from
§8.57/mmBtu for the six
months ended March 2023,
he said.

This would have forced the
CGDs to increase prices to
maintain profitability.

Prashant WVasisht, wvice
president and co-head, Cor-
porate Ratings, ICRA, said
that the decision to base the
price at 10% of the monthly
average of Indian crude bas-
ketis pragmaticand judicious
as globally liguified natural
gas sales are mostly priced
basis crude.

Further, it removes the
linkage to trading hubs in gas

surplus regions where prices
remained low even as crude
prices were elevated leading
to prolonged periods of low
and unremunerative domes-
tic gas pricing hurting the
profitability of upstream pro-
ducers, he said.

“The gas price decline
should lead to a ¥9.5/kg
decline in CNG rates and
¥6/scm decline in PNG rates
if fully passed on to the con-
sumers,” said Vasisht. He,
however, believes that the
entire benefit may not be
passed to the consumers.

“Itis difficult to say if the
CGDs will pass the full benefit
to the consumers. Many had
not passed on the full price
rise, taking a hit on margins
and so pass through may be
lower," he said.

Sources inform  that
Indraprastha Gas (IGL),distrib-
utor of both CNG and PNG, is
working outthenew price they
will charge to their customers

% .¢ Sat, 08 April 2023
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and are likely to announce the
new rates on Monday.

Joanne Gonsalves, associ-
ate director, Crisil Ratings,
said, *With APM prices now
benchmarked to crude oil, it
would ensure sustained com-
petitiveness of CNG and resi-
dential PNG with alternative
fuels suchaspetrol, diesel,and
liquefied natural gas (LNG).

“The CNG discount over
petrol and diesel, and resi-
dential PNG over LNG will
increase to 25-40% under
the new regime from 20-
3506 currently.

This can accelerate and
sustain adoption of city gas
and supportdistributors that
have planned capex of about
90,000 crore over the next
4-5 fiscals”

Automobile manufactur-
ers believe that the decision
to insulate the Indian con-
sumers from the spikes in
global prices will promote the
use of CNGvehicles in India.
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Revised natural gas pricing norms
to benefit consumers, CGD firms

—
Our Bureau
New Delhi

The government accepting
Kirit Parikh committee re-
commendations is likely to
bring down prices of com-
pressed natural gas (CNG)
used in vehicles and piped
natural gas (PNG) used by
households.

Analysts said the revised
pricing will benefit city gas
distribution (CGD) compan-
ies, but upstream firms
could see a cut in their mar-
gins initially.

The government on
Thursday approved the re-
vised domestic natural gas
pricing guidelines for gas
produced from nomination
fields of state-run ONGC
and OIL, New Exploration
Licensing Policy (NELP)
blocks and pre-NELP blocks.

Previously, the price of
gas produced from fields
covered under the Admin-
istered Price Mechanism
(APM) regime, which ac-
counts for 70 per cent of do-
mestic gas production, was
determined semi-annually
based on a formula that
benchmarks it to average in-
ternational prices at four gas
trading hubs.

Under this, gas is
provided to city gas distrib-
utors for supply to CNG and
residential PNG segments,

PR —

MIXED IMPACT. The new pricing will help city gas distribution
firms but upstream firms could see a cut in margins reuters

which together account for
60 per cent of their sales
volume.

END CONSUMERS
According to government’s
estimate, CNG prices in
Mumbai can decline by 9.2
per cent to ¥79 per kg, while
PNG prices can ease by 9.3
per cent to I49 per kg.

Similarly, in Delhi, the
prices of CNG can decline by
7.5 per cent to ¥73.59 per kg,
whereas PNG can come
down by 11.2 per cent to
T47.59 per kg,

Crisil Ratings Director
Naveen Vaidyanathan said:
“APM prices declining to
$6.5 per mBtu could mean a
9-11 per cent cut in CNG
and PNG prices, assuming
companies pass on the bene-
fit to end-consumers.” In

contrast, as per the earlier
APM regime, gas prices
could have risen further to
$10-11 per million British
thermal units (mBtu) for the
first half of FY24 from $8.57
per mBtu for the six months
ended March 2023, necessit-
ating a price increase, in
turn, for city gas distributors
to maintain profitability, he
added.

ICICI Securities said that
prima facie, the step would
be beneficial for domestic
gas consuming companies
like Indraprastha Gas (IGL)
and Mahanagar Gas (MGL)
(80 per cent, 85 per cent
volumes sourced from APM,
respectively), while Gujarat
Gas (GGL) would benefit up
to a limit (around 25 per
cent of volumes largely
sourced from APM).

“With APM prices now
benchmarked to crude oil, it
would ensure sustained
competitiveness of CNG
and residential PNG with al-
ternative fuels such as pet-
rol, diesel, and liquefied nat-
ural gas (LNG).

“The CNG discount over
petrol and diesel, and resid-
ential PNG over LNG will in-
crease to 25-40 per cent un-
der the new regime from
20-35 per cent currently,”
Crisil Ratings Associate Dir-
ector Joanne Gonsalves said.

This can accelerate and
sustain adoption of city gas
and support distributors
that have planned capex of
around ¥90,000 crore over
the next 4-5 fiscals, Gon-
salves added.

UPSTREAM FIRMS

On the upstream front,
ICICI Securities said “A revi-
sion in gas prices would re-
duce both ONGC and Reli-
ance Industries’ gas
realisation when compared
to the previous six months
but is still remarkably higher
than what they were earning
historically. This pricing
mechanism would provide
stability to their realisations
aswell.”

With this pricing coming
into effect, ICICI Securities
expects sourcing costs to go
down by at least ¥6 per
standard cubic metre.
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Russian oil imports set to spike

MANISH GUPTA
New Delhi, April 7

SHARE OF RUSSIAN crudein India’s
oil importbill, whichsawahuge spike
sincetheoutbreak of Russia-Ukraine
conflict in February 2022, from less
than 1% toabove 20%, islikelyto rise
turther in the current financial year,
analystsand sources fromoil compa-
nies said. Indian oil marketing com-
panies (OMCs)still makeanet saving
with sour crude from Russia despite
high refining costs.

The chances of furt her accelera-
tion in imports of oil from Russia
have increased atter the decision of
OPECanditsallies, including Russia,
last Sunday to reduce crude oil pro-
duction that has resulted in Brent
crude going up by $ 5/barrel to above
$85/barrel. A negative fallout is
Indian OMCs that are likely to have
come out of thelosses last quarterare
againfacing uncertain times.“Earlier
therewere apprehensionsabout lim-

THEAPPEALOF DISCOUNTED OIL

Discount $/bhbl for Russian crude
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itations of processing sour crude by
Indian refineries, but not any more.
The import of crude oil from Russia
has shot up very significantly in the
lastyear,"formerpetroleum secretary
RS Pandey said,adding that the only
issue going forwardis about pricing.

In FY23 till January 2023, oil
imports from Russia stood at 38

million tonne (mt),whichis 20%of
India's total import of 194 mt,
Kotak Institutional Equities said in
areport. In terms of value, Russia's
import cost was 52 5 billion,or 18%
of total 513 8 billion oil billfor India
till January 2023,

Continuved on Page 2



FINANCIAL EXPRESS, Delhi,

8.4.2023

Page No. 1, Size:(20.85)cms X (15.12)cms.

Russian oil imports set to spike

“Russian crude oil is not
absolutely suitable for Indian
refineries. It is costlier to process
that crude but on net value, they
(refiners) may still save a bit of
maoney. Therefore, thereis a contin-
uation,” said Deepak Mahurkar,
partnerand leader, oiland gas, PwC
India. Though most analysts are of
the view that share of Russia in
India'scrude oilimportwill rise sub-
stantially from the elevated levels
seen in the past few months, they
believe thatitwillinch upinthe cur-
rent fiscal. As peran Icra study, Rus
sia's share stood at 29.4% of total
India's crude oil import in three
months till Febraury 2023,

“In case the discounts remain
and we expect them to,the share of
Russian crude import to India will
remain at 20-25% this fiscal," said
PrashantVasisht, vice president and
co-grouphead forcorporateratings
atlcra. Suggesting thereisstillroom
for processing additional Russian
crude oilin India, asenior official of
a state-run OMC, on the condition
of anonymity, said that though
there are multiple issues related to
i from Russia, including the
price cap of $§60/ barrel on sale of
Russian crude imposed by the G7
group of nations, The OMCs'
imports from Russia is now 25-
28% and is likely to remain at this
level, the official added.“As forour
ability to process Russian sour
crude,there's an additional mainte-
nance cost of §1 to $1.5 at the
refineriesbut stillthereis a net sav-
inginusing Russian oil,"he said.

However, irre of whether
India will lock for more Russian
crude oil ornot,all agree that in the

OILTURMOIL

(million tonne) ggg Oil imports from Russia  ggg Total crude oil import

s RUssia's share in India's crude basket (%)
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Source: ICRA, PPAC
absence of free pricing regimethe  tough tomanage cargoesfrom Rus-
costs for OMCs will beunderpres-  sia.Thereisalso alimitation that is
surein2023-24. due to the term contracts of Indian
“Weknowthat thereisverylittle  OMCs with West Asian producers
flexibility on pump prices at this  that fixes the quantity to be lifted
juncture. It willhavea pressure on  though notat a fixed price,and this
costs,”said Anish De,globalhead-  isusuallyinthe rangeof70%.
energy and natural resources, Indian Oil, Bharat Petroleum
KPMG.Hesaid thereisalimitwhere andHindustanPetroleum,thethree
India can takesourcrudeandthatit  state-run OMCs, which suffered
hasalready been reached. negative margins in the first three
There is also some uncertainty  quarters of the last fiscal and are
related to the continuation of dis-  expectingtoreportimprovementin
counts, an important factor for operating performance in the
Russian oil imports, that Indian  fourthquarter,are againconcerned.

companies received in the range of
11-16%lastfiscal. With more coun-
tries,includingjapan, part of G7,not
honouring the $60/barrel cap in
purchasing Russian oil, there isa
likelihood of discounts narrowing
down. Analysts also highlighted the
fact that Indian public sector oil
companies are finding itlogistically

“Q4 may be profitable for the
OMCs because of lower prices of
crudefora good part.On HSD front,
we had calculated they had turned
profitable. With this (OPEC's deci-
sion and prices rising), the impact
wouldbe that HSD could again turn
tonegative marketingmargin prod-
uct for OMCs,"said Vasisht of Icra.
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Striking a balance

New gas pricing policy addresses concerns
of both producers and consumers

HENEW GUIDELINES for natural gas pricing seekto insulate con-

sumers against priceshocks,and offerincentives to producers to

multiply output, with massive investments in both exploration

and production technologies. The share of gasin India's energy
mixneeds torise much faster to reach the goal of 15%in about a decade,
from 6% now. The revised policy alsorecognises that India's gas market
would need to mature and stabilise before complete pricing freedom can
be allowed. Domestic supplies of gas are still a far cry from demand (1:2),
Consumption, therefore, is artificially constricted, necessitating priority
allocation to the “city gas” sector, for its direct interface with end con-
sumers, and somewhat at the cost of other users like power producers.
Imports of liquefied natural gas (LNG) are a capital-intensive affair, with
fiscalaswell as balance of paymentsimplications forthe country, but that’s
unavoidable,giventhe paucityofproven,extractabledomesticassets and
inadequate investments. FY 23 bore testimony to the extreme volatility
of landed cost of LNG. Cost-based pricing is archaic, and import-parity
pricing, even if adjusted for tax and freight, could prove to be inimical to
consumer industries.

Considering all this and the irrationality of determining domestic gas
prices on the basis of the volume weighted prices at remote gas trading
hubs and that too with a time lag, the government has chosen tolink the
price of gas from “legacy APM fields” accounting for 70% of current pro-
duction, to the Indian basket of erude, which is at least a more familiar
variant for the country. Effective Saturday, the price of APM gas will be
linked to a 10% slope of the monthly average of the new benchmark, but
subject to aband of $4-6.5/unit. This gives protection to user industries
rightfrom the start,given that Indian crude basketis now hoveringaround
alevelwhere,absent the band, the newpolicy wouldn't have resulted inan
immediate reduction in the price. The government struck a careful bal-
ance, as it endorsed the spirit and tenet of the Kirit Parikh report, which
laid the road map for aseamlesstransition to market-determined pricing,
but deferred full deregulation. The proposed price band,coupled with the
provisiontoraiseits upperend by 25 centseach yearafter twoyears,allows
sharper alignment of the administered regime with the market.It is also
creditable that state-run ONGC and OILwill get a 20% premium for gas
produced from newwells orwellinterventionsin their nomination fields.

However, Thursday's policy announcement was silent on the price of
gas from the geologically difficult fields, including the high-potential
assets in the 50,000 sq-km Krishna Godavari (KG) basins, off the Andhra
Pradesh coast. The silence is eloquent, given that this gas has been priced
at$12.46/mmBtu since last September,and this priceis incongruous with
the latest market trends. Clearly, the government wants the producers to
remain interested in taking out more gas from these offshore assets and
fast-track cost recovery. As the holders of several KG assets, Reliance-BP
and ONGC would do well to reciprocate the government's generous ges-
ture, by scaling up investments and drilling efforts in their respective
blocks.The good news is that Reliance-BPisslated to produce 30 mmscemd
of gas from Kg-D6 block in 2023-2024, up over a third on year, with the
promising M] field going on stream.

reanto tesn Mttps://epaper.financialexpress.com
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