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Anticipating rise in E2o0 fuel demand govt may
create carry over stock of ethanol for next year

NEW DELHI: The government
is planning to create a carryover
stock of ethanol for the next year
anticipating a rise in demand for
E20 fuel in the country, accord-
ing to a senior Food Ministry
official. E20 fuel is a blend of
20 per cent ethanol with petrol.
The government aims to achieve
the 20 per cent ethanol blend-
ing target by 2025.

“Ethanol blending is going
well. Oil Marketing Companies
(OMCs) have started dispens-
ing E20 fuelin about 100 outlets
in 31 cities in the country. We
have started E20 fuel, if it goes
well then the requirement will
be more,” Additional Secretary
in the food ministry Subodh
Kumar said.

Like sugar, the government
“plans to create a carryover

stock of ethanol” with OMCs
and distilleries for 2023-24 eth-
anol year (December-Novem-
ber) and more sugar would be
diverted for the same, he said.

The government has kept
the 12 per cent ethanol blending
target in the ongoing 2022-23
ethanol year, while 15 per cent
for the next year.

“About 120 crore litres has
been blended with petrol till
February-end. We are continu-
ously blending 12 per cent. The
ethanol availability and pro-

duction capacity is sufficient
to meet this year’s target,” the
official said.

For the current year, about 5
million tonnes of sugar is esti-
mated to be diverted for ethanol
production, higher than 3.6 mil-
lion tonnes in 2021-22.

To meet 15 per cent blend-
ing target next vear, the official
said additional 150 crore litres of
ethanol would be required and
the government is encouraging
sugar mills and distilleries to
enhance production capacity.

The ethanol production
capacity has gone up to 1,040
crore litres till February this
year. The government is encour-
aging ethanol capacity creation
under an interest subvention
scheme.

The official said the govern-

ment has approved 243 projects
and banks have already sanc-
tioned Rs 20,334 crore loans and
out of which Rs 11,093 crore has
been disbursed.

Last week, the government
reviewed the upcoming projects
and about 250-300 crore litres
of ethanol capacity will come in
the next 9-10 months, he added.

The Centre had launched
ethanol blended pilot projects
in 2001 and success of field tri-
als eventually paved the way for
launch of the Ethanol Blended
Petrol (EBP) Programme in Jan-
uary, 2003. Last year, 10.02 per
cent of ethanol was blended with
petrol in India. The government
has advanced the target for 20
per cent ethanol blending in
petrol (also called E20 fuel) to
2025 from 2030. PTI
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UNANIMOUS VOTE for resolution plan including revenue share, which equates to 46% recovery for financial creditors

Mercator Petro Lenders Approve 10C’s Offer

Sangita.Mehta@timesgroup.com

Mumbai: Indian Oil Corporation
(IOC)issettoacquire Mercator Pefro-
leum in a rare takeover by a govern-
ment undertaking under the Insol-
vency and Bankruptcy Code (IBC).

Lenders of the Mumbai-based
onshore petroleumextraction com-
pany have unanimously voted for
I0C’s resolution plan, which equa-
tes to a 46% recovery for financial
creditors, two people aware of the
development told ET.

10C has also offered to share the
revenue earned fromoil and gasex-
ploration with lenders for 15 years,
they said.

Mercator Petroleum is a subsidia-
ry of stock exchange-listed ship-
ping container firm Mercator,
which is also undergoing the debt
resolution process under IBC.

Indian Oil has offered an upfront pa-

yment of 2135crore tofinancial credi-
tors of Mercator Petroleum as aga-
inst admitted claims of 292 crore
from them, people cited above said.

Therecoveryforlenders will exce-
ed 46% due to profit sharing agree-
ment, said one person involved in
the resolution process.

IOC has also proposed to pay 5
croretowardsemployees, tradecre-
ditors and government dues. The
total claimed dues under these he-
ads are about %191 crore.

Mercator Petroleum’s resolution
professional Satish Kumar Gupta
had admitted total claims of 3483
crore. Gupta, who also successfully
resolved Essar Steel under IBC, de-
clined to comment.

Besides 10C, the company’s len-
ders had received expressions of
interest from Invenire Energy, Sun
Petrochemicals, and UTI Capital, a
person cited above said. Only Sun
Petrochemicals and IOC submitted
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firm bids, the person said. Lenders
rejected Sun Petrochemicals’ plan,
which offered an upfront payment
of ¥32 croretosecured lenders.
Mercator Petroleum’s financial
creditors are UTI Capital and Bank
of Baroda with debt holdings of
41.2% and 58.8%, respectively. Sin-
ce the Bank of Baroda has superior

security, it would receive 60% of the
upfront payment, as per the appro-
ved plan.

Mercator Petroleum owns one ex-
ploration block in the Cambay ba-
sinin Gujarat.

Investment phases of the block
are complete and it is ready for de-
velopment, as per a document cir-

culated tobidders on the company.
It had said the winning bidder co-
uld quickly commence commerci-
al production from the two exis-
ting wells.

Government-owned entities have
rarely submitted resolution plans
for bankrupt companies undergo-
ing debt resolution under the direc-
tion of the National Company Law
Tribunal (NCLT).

Past examples of state-owned
companies acquiring stressed as-
sets under the IBC route include
NTPC's takeover of Jhabua Power,
an Avantha group company, and
the successful bid by Power Finan-
ce Corporation and REC for electri-
city generation firm Lanco Amar-
kantak Power.

ONGC was intalks withlendersto
acquire VoVL, an oil and gas explo-
ration company of Videocon Indu-
stries, but eventually did not sub-
mit aplan.
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OIL to subscribe its
subsidiary’s rights issue

Government-owned Oil India Ltd on
Tuesday said it will subscribe 200.3 min
shares in the rights issue of its subsidiary
Numaligarh Refinery Ltd at 110 rupees
per share. That sums up to 2.2 bln
rupees for the subscription, The payment
would be made on the basis of the calls
as and when received from the company
towards the right issue offer, Oil India
said in an exchange filing.
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ONGC identifies 70 locations for exploration

—
Richa Mishra
Hyderabad

Public sector oil giant ONGC
is becoming more collabor-
ative in its exploration and
production activities. To har-
ness the benefits of interna-
tional expertise, risk sharing,
and technology and skill en-
hancement, ONGC has
entered into agreements
with names like ExxonMobil,
Chevron, TotalEnergies,
Equinor and Shell.

In an interview with Busi-
nessLine, Sushma Rawat, the
first woman Director (Ex-
ploration) of ONGC, said,
“Our focus for 2023 is clear...
to provide a fillip to explora-
tion and achieve the govern-
ment’s mandate of reducing
import dependency. Three
years’ action [plan], from
2022-23 to 2024-25, hasbeen
adopted.

“The Exploration Portfo-
lio Management Board
(EPMB), at its recent meet-
ing, for 2023, has recommen-
ded 70 locations for release
targeting close to 150 million
tonnes of oil equivalent
(mmtoe) of vyet-to-find
(YTF) resources with a pro-
posed investment of 2,700
crore. Also, some of the re-
leased locations will be tar-
geted for reserve upgrada-
tion as per ONGC’s
commitment towards in-
creasing production and to
bring the Bengal Basin to
Category-I status.”

Category-I basins are
those which have reserves
and are already producing;
category-II basins have con-
tingent resources pending
commercial production; and
category-I1I basins have pro-
spective resources awaiting
discovery.

PACTS WITH GLOBAL COS
On the status of ONGC’s
agreements with interna-
tional giants, she said the
agreement with ExxonMobil
was inked on August 17,
2022, for collaboration in
deepwater exploration in the
KG-Cauvery and Kutch off-
shore basins. The technical
discussions have taken place
between the exploration
teams and a joint examina-
tion is underway for the
Kutch basin.

The Chevron MoU is for
potential collaboration in
the Tripura fold belt, Bengal
offshore as well as KG-
Cauvery; a confidentiality
agreement has been signed
with TotalEnergies, France,
for Andaman & Mahanadi
offshore. An MoU has been
signed with Equinor, Nor-
way, for various works in-
cluding upstream, mid-
stream, marketing, renew-
ables (offshore wind), and
carbon capture, utilisation
and storage (CCUS). An
MoU with Shell is towards
CCUS studies, focusing on
carbon dioxide storage and
enhanced oil  recovery
screening for key basins in

Our deepwater
exploration is likely to
see large capex
allocation. So, in a
nutshell, ONGC’s
deep-/ultra-deepwater
exploration is very
much in the forefront
and will intensify in
the vears to come.
SUSHMA RAWAT,

Director (Exploration) of ONGC

India, including depleted oil
and gas fields and saline
aquifers.

On the action plan to
achieve the target, she said,
“ONGC has in place a rapid
acreage expansion plan,
which is an accelerated sur-
vey plan: Two-fold increase
in quantum of 3D seismic
data acquisition; to probe
significant YTF resources by
2025; enhancing data cover-
age through 2D and 3D seis-
mic surveys in deepwater
and other promising areas,
and drilling close to 350
wells to probe YTF potential;
increasing CAPEX by 150 per
cent for exploration; and di-
versifying the data coverage
through government-funded
project in three sectors,
namely, West Coast, East
Coast and  Andaman
offshore.”

Significant YTF is locked
in the frontiers of our sedi-
mentaty basins and deepwa-
ters, she added.

“Going forward, for next
few years our strategy would
be based on maintenance of
current level of production...
quick monetisation of un-
monetised discoveries. Fur-
ther, we need to achieve pro-
duction growth by tapping
into high pressure-high tem-
perature, deepwater and ul-
tra-deepwater  resources,”
she said.

“Future thrust will con-
centrate around improving
exploration efficiency pro-
cesses and workflows, re-ex-
ploration in mature basin
where, I believe, there can be
a basin within basin, fast-
tracking of drilling in new
prospective areas of cat-
egory-1I basins and consolid-

ation of new finds with faster
monetisation, maximising
recovery, increasing produc-
tion through upgradation of
lower category reserves and
conversion of YTF resources
to producible volumes, and
conversion of 15 per cent of
undiscovered into  dis-
covered in-place (around 4
billion tonnes).

SECOND DISCOVERY

On the successes achieved,
she said recent exploration
successes in Bengal and
Vindhyan basins have been
encouraging. “We have made
second discovery at Bengal
Basin. In Vindhyan basin too,
ONGC [has had] commer-
cial success in the Hatta. We
are again venturing into
high-risk, high-gain deep-ful-
tra-deepwater exploration in
east and west coast of India.
For that, ONGC has already
acquired a few deep-fultra-
deepwater exploration acre-
agesunder the Open Acreage
Licensing Policy in Cauvery
basin, Andaman basin and
Mahanadi basin.

“More new deep-/ultra-
deepwater areas (prospect-
ive) have been identified in
Kerala-Konkan basin, Saur-
ashtra and Mumbai offshore.
Our deepwater exploration
is likely to see large capex al-
location. So, in a nutshell,
ONGC’s deep-/ultra-deep-
water exploration is very
much in the forefront and
will intensify in the years to
come,” she said.
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ONGC identifies 70 locations for exploration

—
Richa Mishra
Hyderabad

Public sector oil giant ONGC
is becoming more collabor-
ative in its exploration and
production activities. To har-
ness the benefits of interna-
tional expertise, risk sharing,
and technology and skill en-
hancement, ONGC has
entered into agreements
with names like ExxonMobil,
Chevron, TotalEnergies,
Equinor and Shell.

In an interview with Busi-
nessLine, Sushma Rawat, the
first woman Director (Ex-
ploration) of ONGC, said,
“Our focus for 2023 is clear...
to provide a fillip to explora-
tion and achieve the govern-
ment’s mandate of reducing
import dependency. Three
years’ action [plan], from
2022-23 to 2024-25, hasbeen
adopted.

“The Exploration Portfo-
lio Management Board
(EPMB), at its recent meet-
ing, for 2023, has recommen-
ded 70 locations for release
targeting close to 150 million
tonnes of oil equivalent
(mmtoe) of vyet-to-find
(YTF) resources with a pro-
posed investment of 2,700
crore. Also, some of the re-
leased locations will be tar-
geted for reserve upgrada-
tion as per ONGC’s
commitment towards in-
creasing production and to
bring the Bengal Basin to
Category-I status.”

Category-I basins are
those which have reserves
and are already producing;
category-II basins have con-
tingent resources pending
commercial production; and
category-I1I basins have pro-
spective resources awaiting
discovery.

PACTS WITH GLOBAL COS
On the status of ONGC’s
agreements with interna-
tional giants, she said the
agreement with ExxonMobil
was inked on August 17,
2022, for collaboration in
deepwater exploration in the
KG-Cauvery and Kutch off-
shore basins. The technical
discussions have taken place
between the exploration
teams and a joint examina-
tion is underway for the
Kutch basin.

The Chevron MoU is for
potential collaboration in
the Tripura fold belt, Bengal
offshore as well as KG-
Cauvery; a confidentiality
agreement has been signed
with TotalEnergies, France,
for Andaman & Mahanadi
offshore. An MoU has been
signed with Equinor, Nor-
way, for various works in-
cluding upstream, mid-
stream, marketing, renew-
ables (offshore wind), and
carbon capture, utilisation
and storage (CCUS). An
MoU with Shell is towards
CCUS studies, focusing on
carbon dioxide storage and
enhanced oil  recovery
screening for key basins in

Our deepwater
exploration is likely to
see large capex
allocation. So, in a
nutshell, ONGC’s
deep-/ultra-deepwater
exploration is very
much in the forefront
and will intensify in
the vears to come.
SUSHMA RAWAT,

Director (Exploration) of ONGC

India, including depleted oil
and gas fields and saline
aquifers.

On the action plan to
achieve the target, she said,
“ONGC has in place a rapid
acreage expansion plan,
which is an accelerated sur-
vey plan: Two-fold increase
in quantum of 3D seismic
data acquisition; to probe
significant YTF resources by
2025; enhancing data cover-
age through 2D and 3D seis-
mic surveys in deepwater
and other promising areas,
and drilling close to 350
wells to probe YTF potential;
increasing CAPEX by 150 per
cent for exploration; and di-
versifying the data coverage
through government-funded
project in three sectors,
namely, West Coast, East
Coast and  Andaman
offshore.”

Significant YTF is locked
in the frontiers of our sedi-
mentaty basins and deepwa-
ters, she added.

“Going forward, for next
few years our strategy would
be based on maintenance of
current level of production...
quick monetisation of un-
monetised discoveries. Fur-
ther, we need to achieve pro-
duction growth by tapping
into high pressure-high tem-
perature, deepwater and ul-
tra-deepwater  resources,”
she said.

“Future thrust will con-
centrate around improving
exploration efficiency pro-
cesses and workflows, re-ex-
ploration in mature basin
where, I believe, there can be
a basin within basin, fast-
tracking of drilling in new
prospective areas of cat-
egory-1I basins and consolid-

ation of new finds with faster
monetisation, maximising
recovery, increasing produc-
tion through upgradation of
lower category reserves and
conversion of YTF resources
to producible volumes, and
conversion of 15 per cent of
undiscovered into  dis-
covered in-place (around 4
billion tonnes).

SECOND DISCOVERY

On the successes achieved,
she said recent exploration
successes in Bengal and
Vindhyan basins have been
encouraging. “We have made
second discovery at Bengal
Basin. In Vindhyan basin too,
ONGC [has had] commer-
cial success in the Hatta. We
are again venturing into
high-risk, high-gain deep-ful-
tra-deepwater exploration in
east and west coast of India.
For that, ONGC has already
acquired a few deep-fultra-
deepwater exploration acre-
agesunder the Open Acreage
Licensing Policy in Cauvery
basin, Andaman basin and
Mahanadi basin.

“More new deep-/ultra-
deepwater areas (prospect-
ive) have been identified in
Kerala-Konkan basin, Saur-
ashtra and Mumbai offshore.
Our deepwater exploration
is likely to see large capex al-
location. So, in a nutshell,
ONGC’s deep-/ultra-deep-
water exploration is very
much in the forefront and
will intensify in the years to
come,” she said.
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is becoming more collabor-
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production activities. To har-
ness the benefits of interna-
tional expertise, risk sharing,
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hancement, ONGC has
entered into agreements
with names like ExxonMobil,
Chevron, TotalEnergies,
Equinor and Shell.

In an interview with Busi-
nessLine, Sushma Rawat, the
first woman Director (Ex-
ploration) of ONGC, said,
“Our focus for 2023 is clear...
to provide a fillip to explora-
tion and achieve the govern-
ment’s mandate of reducing
import dependency. Three
years’ action [plan], from
2022-23 to 2024-25, hasbeen
adopted.

“The Exploration Portfo-
lio Management Board
(EPMB), at its recent meet-
ing, for 2023, has recommen-
ded 70 locations for release
targeting close to 150 million
tonnes of oil equivalent
(mmtoe) of vyet-to-find
(YTF) resources with a pro-
posed investment of 2,700
crore. Also, some of the re-
leased locations will be tar-
geted for reserve upgrada-
tion as per ONGC’s
commitment towards in-
creasing production and to
bring the Bengal Basin to
Category-I status.”

Category-I basins are
those which have reserves
and are already producing;
category-II basins have con-
tingent resources pending
commercial production; and
category-I1I basins have pro-
spective resources awaiting
discovery.

PACTS WITH GLOBAL COS
On the status of ONGC’s
agreements with interna-
tional giants, she said the
agreement with ExxonMobil
was inked on August 17,
2022, for collaboration in
deepwater exploration in the
KG-Cauvery and Kutch off-
shore basins. The technical
discussions have taken place
between the exploration
teams and a joint examina-
tion is underway for the
Kutch basin.

The Chevron MoU is for
potential collaboration in
the Tripura fold belt, Bengal
offshore as well as KG-
Cauvery; a confidentiality
agreement has been signed
with TotalEnergies, France,
for Andaman & Mahanadi
offshore. An MoU has been
signed with Equinor, Nor-
way, for various works in-
cluding upstream, mid-
stream, marketing, renew-
ables (offshore wind), and
carbon capture, utilisation
and storage (CCUS). An
MoU with Shell is towards
CCUS studies, focusing on
carbon dioxide storage and
enhanced oil  recovery
screening for key basins in

Our deepwater
exploration is likely to
see large capex
allocation. So, in a
nutshell, ONGC’s
deep-/ultra-deepwater
exploration is very
much in the forefront
and will intensify in
the vears to come.
SUSHMA RAWAT,

Director (Exploration) of ONGC

India, including depleted oil
and gas fields and saline
aquifers.

On the action plan to
achieve the target, she said,
“ONGC has in place a rapid
acreage expansion plan,
which is an accelerated sur-
vey plan: Two-fold increase
in quantum of 3D seismic
data acquisition; to probe
significant YTF resources by
2025; enhancing data cover-
age through 2D and 3D seis-
mic surveys in deepwater
and other promising areas,
and drilling close to 350
wells to probe YTF potential;
increasing CAPEX by 150 per
cent for exploration; and di-
versifying the data coverage
through government-funded
project in three sectors,
namely, West Coast, East
Coast and  Andaman
offshore.”

Significant YTF is locked
in the frontiers of our sedi-
mentaty basins and deepwa-
ters, she added.

“Going forward, for next
few years our strategy would
be based on maintenance of
current level of production...
quick monetisation of un-
monetised discoveries. Fur-
ther, we need to achieve pro-
duction growth by tapping
into high pressure-high tem-
perature, deepwater and ul-
tra-deepwater  resources,”
she said.

“Future thrust will con-
centrate around improving
exploration efficiency pro-
cesses and workflows, re-ex-
ploration in mature basin
where, I believe, there can be
a basin within basin, fast-
tracking of drilling in new
prospective areas of cat-
egory-1I basins and consolid-

ation of new finds with faster
monetisation, maximising
recovery, increasing produc-
tion through upgradation of
lower category reserves and
conversion of YTF resources
to producible volumes, and
conversion of 15 per cent of
undiscovered into  dis-
covered in-place (around 4
billion tonnes).

SECOND DISCOVERY

On the successes achieved,
she said recent exploration
successes in Bengal and
Vindhyan basins have been
encouraging. “We have made
second discovery at Bengal
Basin. In Vindhyan basin too,
ONGC [has had] commer-
cial success in the Hatta. We
are again venturing into
high-risk, high-gain deep-ful-
tra-deepwater exploration in
east and west coast of India.
For that, ONGC has already
acquired a few deep-fultra-
deepwater exploration acre-
agesunder the Open Acreage
Licensing Policy in Cauvery
basin, Andaman basin and
Mahanadi basin.

“More new deep-/ultra-
deepwater areas (prospect-
ive) have been identified in
Kerala-Konkan basin, Saur-
ashtra and Mumbai offshore.
Our deepwater exploration
is likely to see large capex al-
location. So, in a nutshell,
ONGC’s deep-/ultra-deep-
water exploration is very
much in the forefront and
will intensify in the years to
come,” she said.
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Proposed age norms for rigs
to hit ONGC oftshore output

Sanjay.Dutta@timesgroup.com

New Delhi: Proposed inclu-
sion of modular offshore
drilling units (MODU),
commonly referred as jack-
uprigs, underthe definition
of “vessel” entailing age
restriction in the Merchant
Shipping (Amendment) Bill
and the Coastal Shipping
Bill, will hit oil and gas pro-
duction in the western off-
shore, which accounts for
bulk of thedomestic output.

MODUs are mobile plat-
forms with buoyant hull fit-
ted with a number of mo-
vable legs capable of rai-
sing the structure above the
sea surface. The buovant
hull allows MODUs to be ea-
sily shifted to various loca-

tions for drilling oil and gas
wells or using as offshore
production units.

The definition of vessels
in the Merchant Shipping
Actof 1958 currently inforce
do not include MODUs,
which are globally governed
under MODU Code of 1979,
1989 and 2009. Generally,

BULK IS OFF
WEST COAST

MODUs last for a long time
as they are constantly upda-
ted and validated by the re-
cognised bodies.

State-run ONGC recent-
ly converted its 1973 vintage
jack up rig Sagar Samrat,
which discovered the Mum-
bai High field in 1974, into a

mobile oil production unit
atacost of Rs1,800crore.
Both the Bills, however,
have included MODUs and
“offshore mobile units” in
the definition of “vessels”,
which will entail applica-
tion of age restrictions for
ships. Industry players said
this will disqualify 63%
MODUs in western offsho-
re. ONGC will be hit the har-
dest since out of 33 rigs
chartered by the company,
13 confirmtothe1979MODU
Code and 8 to the 1989 Code.
The company has only four
rigs confirming to MODU
Code 2009, which will meet
the conditions in the Bills.
Its proposal to expand the
fleet to 39 will also be hit,
company sources said.



ILLUSTRATION: BINAY SINHA

IR -

- LR R

e

BUSINESS STANDARD, Delhi, 8.3.2023

Page No. 9, Size:(33.69)cms X (37.11)cms.

.

L I I I I I

The challenge
from Urals

India's oil pricing policies must be fine-tuned to reflect the

new Russian reality

‘x 71th imports of Russian crude oil rising

rapidly in the last few months, the contours

of India’s oil economy have altered in sig-
nificant ways. However, these changes do notappear
to have triggered a debate, as yet, within the gov-
ernment and oil companies on how various existing
pricing arrangements and systems should be adjust-
ed to reflect the new reality.

Russia has now become the single-largest sup-
plier of crude oil to India, relegating Iraq, Saudi
Arabia and the United Arab Emirates
to the second, third and fourth spots,
respectively. The United States, which
had inched up to the fourth position,
is now only the fifth largest supplier of
crude oil to India.

The increase in the supplies of
Russian crude oil or Urals to India
began in the wake of the Ukraine-
Russia war that started in February
2022. Sanctions against Russian oil by
the US and European countries meant
that Urals had to look for alternative
markets. For India, this was an oppor-

RAISINA HILL

such supplies accounted for just about 1.4 per cent
of India’s total crude oil imports. In December 2022,
the month up to which the latest Indian government
data on crude oil imports is available, the share of
Russian Urals rose to about 28 per cent of India’s
total crude oil imports.

This has substantially diversified India’s sources
of procuring crude oil, compared to what they were
ayear ago. Policy experts will certainly see this as a
necessary enhancement of India’s energy security.
A reduction in India’s dependence
on West Asia, which accounted for
about two-thirds of India’s total
crude oil imports, should be a wel-
come development. What's more,
it was becoming clear that Russia’s
share in Indian crude oil imports
was not likely to decline in the nor-
mal course.

V4 But has this diversification also
r 4 led to a reduction in India’s total
y cost of procuring crude oil?

Remember that Russian Urals cost
20-30 per cent less than the price

tunity as the price of Urals was reported
to be 20-30 per cent lower than that of
the Indian basket of crude oil. India took
full advantage of the situation with smart diplomatic
initiatives — increasing oil supplies from Russia
even as it tactfully avoided any retaliatory action
from the West for ignoring the sanctions.

How has India benefitted by securing a larger
share of its crude oil supplies from Russia? In March
2022, when India began importing Russian Urals,

A K BHATTACHARYA

of the Indian basket of crude oil.

Expectations of Indian refineries
benefitting from a reduction in the
imported cost of crude oil, therefore, were quite
high. That hope, however, has been dashed, as the
latest government data on imports shows.

The fact is that India’s cost of importing Russian
crude oil has been consistently higher than the pre-
vailing international price of Urals by a substantial
margin — ranging from 11 per cent to over 50 per

VUL LILN1IVUIN
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cent. Moreover, there is hardly any difference
between the cost of importing Urals by Indian refiner-
ies and the price of the Indian basket of crude oil.

The obvious question is whether the cost of trans-
portation and insurance for importing Russian Urals
could be so high as to completely neutralise the price
advantage. Or are there other factors responsible for
the denial of an obvious price advantage to Indian
oil refineries? It is both a puzzle and a cause for con-
cern that Russia today is India’s largest supplier of
crude oil and yet, no refiner has as yet clarified why
its landed cost of Russian crude oil is much higher
than its internationally-quoted sale price.

Unfortunately, such opacity also exists in the way
prices are determined in the oil sector. For instance,
on paper, Indian oil refiners are free to fix the retail
prices of major products like petrol and diesel. But
in reality, these prices are often influenced by the
government’s assessment and calculations. Thus,
even when the price of the Indian basket of crude
oil fell from $116 a barrel in June 2022 to $78 in
December 2022 and went up slightly to $83 a barrel
in March 2023, the retail prices of petroleum prod-
ucts did not adequately reflect the decline in their
crude oil cost.

1t was argued that the benefit of lower retail
prices was not extended to consumers in an attempt
to help refiners and marketers recoup some of the
past losses they incurred when they could not fully
pass on the impact of higher crude oil prices. It
would appear that the idea of a market-linked free
retail pricing of petrol and diesel still remains only
on paper!

Equally important, how do the Indian refineries
explain why their processing cost saw no significant
decline in spite of the rising share of Russian Urals
in the total volume of the crude oil refined by them?
Clarity on this issue is necessary to ascertain if the
refineries’ claims of continued under-recoveries
are justified.

There is a larger question that India’s policy mak-
ers need to address. The price of the Indian basket
of crude oil is the basis on which retail prices of
petrol and diesel are fixed by the refiners. Now, this
basket is composed of the prices of only two types
of crude oil —sour grade (Oman and Dubai average)
and sweet grade (Brent Dated). An average of these
two varieties is worked out based on their use in the
ratio of 75.62 and 24.38.

Note that there is no mention of Russian crude
oil or Urals in such calculations. It is true that the
Russian Urals became the single largest variety of
crude oil in India’s import basket only in the last
one year. But isn’t it time for rejigging the way the
price of the Indian basket of crude oil is arrived at?
Ideally, this should be a dynamic basket, reflecting
the evolving composition of crude oil varieties that
Indian refineries import for processing,.

Oil pricing reforms should always be high on the
government’s agenda. Indeed they should be even
higher on the agenda when a major development
such as Russia emerging as the single-largest sup-
plier of crude oil has taken place.
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Unison Buy Gives Mahanagar Gas Wider

Footprint,

Acquisition price looks
steep, but long-term
benefits would lead to
rerating of the stock

Ashutosh.Shyam
@timesgroup.com

ET Intelligence Group: The ac-
quisition of Unison Enviro will
help Mahanagar Gas (MGL), a city
gasdistribution company havinga
major presence in Mumbai, to ex-
pand operations in other cities in
Maharashtraand Karnataka. This
is likely to alleviate concerns over
the future volume growth of MGL
and may help in stock rerating.
MGL’s stock gained 8.8% at the end
of Monday’s session on the BSE.
MGL plans to acquire Unison for
a cash consideration of 531 crore.
With 8,800 domestic gas custo-

mers, Unison has a city gas distri-
bution network in Ratnagiri, La-
tur and Osmanabad in Maharash-
tra; and Chitradurga and Davana-
gere in Karnataka. It operates 41
CNG stations. After the acquisi-
tion, MGL'stotal geographical are-
asof operation will double to six.

The cash consideration of Uni-
son would be nearly 253 per share
for MGL. The gas distributor had
cash and cash equivalent of 2198.6
crore or 220.1 per share at the end
of September 2022. The deal impli-
es the enterprise value of Unison
at5.9times sales, which appears to
be expensive but in the long term,
it will help in improving MGL’s
scale of operations.

The newly acquired geographi-
cal areas may add around 1-1.2 mil-
lion standard cubic meters per day
(mmscemd) of gas volume in the
long term, which is higher than
the analysts’ expectation of 0.2-0.3
mmscemd of volume addition in
the next two-three years. Given
MGL's execution experience over

MGL: Volume Growth
S (Fig in mmscmd; year in FY)
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the years, the volume ramp-up at
the newly acquired facilities may
also be faster.

Among the cities where Unison
has operations, Ratnagiri holds
the highest volume visibility given
the access to two major gas pipeli-
nes Dabhol-Bengaluru, and Dab-
hol-Panvel, andone LNG terminal.

Puts to Rest Growth Concerns

MGL sold a gas volume of 3.4
mmscmd in the third quarter of
FY23. Of this, 72% was from CNG
while the balance was from the pi-
ped natural gas segment. Given a
higherdependence on asingle city,
Mumbai, MGL's volume growth
over the past few years has trailed
thelisted peers such asIndraprast-
ha Gasand Gujarat Gas.

MGL's annual sales volume has
been in the range of 2.83.2
mmscmd in the last five fiscal ye-
ars.In FY22, the MGLadded 24 new
CNG stations to take the total tally
to 290. It brought 2.6 lakh domestic
households on board taking the to-
tal PNG household connections to
18.6 lakh, according to the compa-
ny's annual report.

At Monday's price of 986.4,
MGL'sstock traded at 10 times one-
year forward earnings compared
with the long-term average valua-
tion of 15. The valuation gap is ex-
pected to narrow in the medium
termgiven the improved prospects
after Unison's acquisition.
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