FINANCIAL EXPRESS, Delhi, 13.4.2023

Page No. 3, Size:(14.60)cms X (15.37)cms.

New gas pricing formula to
aid profit stability: Fitch

PRESS TRUST OF INDIA
New Delhi, April 12

THE GOVERNMENT'S DECI-
SION to limit prices of domestic
natural gas from legacy fields to
between $4-6.5 per million
British Thermal Unit (mmbtu)
will support margins for city gas
distributors, encourage the use
of gas, and reduce cash flow
volatility for upstream produc-
ers, Fitch Ratings said on
Wednesday.

“We expect a partial pass-
through of the lower adminis-
tered price mechanism (APM)
gas prices, at which domestic
upstream producers supply gas
to city gas distributors, in the

The APM price under the
new regime was calculated
at $7.92, but is capped at
$6.5 for the rest of April

pricesof CNGanddomestic PNG
to add to the distributors’mar-
gins inthe nearterm,"itsaid. City
gas retailers like Indraprastha
Gas and Adani Total Gas last
weekend announced ¥6-8 cutin
CNG and PNG prices, reflecting
the cut in input gas prices. The
APM price underthe newregime
was calculated at $7.92, but is
capped at $6.5 for the rest of
April, 24% below levels in Octo-
ber2022-March 2023.
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Oil holds near 11-week high as
Russia, US see tighter supplies

Bloomberg
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il held nearthe highest
closing level since Jan-
uary as slowing flows

from Russia, production cuts
by Opec+ and falling USinven-
tories pointed to a tightening
market.

West Texas Intermediate
traded above $81 a barrel after
rallying by 2.2% on Tuesday.
Russianshipments slid below 3
million barrels aday for the first
timeineight weeks, after Mos-
cow vowed to reduce produc-
tion in retaliation for interna-
tional sanctions, tanker-track-
ingdata show.

Inthe US, crude stockpilesat
the national storage hub in

15-month low in March. AFP

Cushing, Oklahoma, fell by 1.4
million barrels last week,

according to people familiar

with data from the industry-
funded American Petroleum
Institute. If confirmed by gov-
ernment figures later on

Wednesday, that would be a
sixth consecutive drawdown.
Crude hasrebounded froma
15-month low seen in March
after the Organization of Petro-
leum Exporting Countries and
its allies cut output, US crude
holdings declined, and traders
stuck to the view that Chinese
demand will pick up. In the
Middle East, pipeline flows
from Iraq’s semi-autonomous
Rurdistan region remain
halted. “The petro-nations’
somewhat surprising supply
cut last week triggered a shift in
sentiment,” said Norbert
Ruecker, head of economicsat
Julius Baer Group Ltd. in
Zurich. “Beyond the geopoliti-
cal noise, the ongoing funda-

mental trends seem robust.”
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Revised ga oricing

The government's decision
to limit prices of domes-
tic natural gas from legacy
fields to between USD 4-6.5
per million British Thermal
Unit (mmbtu) will support
margins for city gas distribu-
tors, encourage the use of gas,
and reduce cash flow volatil-
ity for upstream producers,
Fitch Ratings said on
Wednesday.

“We expect a partial pass-
through of the lower admin-
istered price mechanism
(APM) gas prices, at which
domestic upstream producers
supply gas to city gas distrib-
utors, in the prices of com-
pressed natural gas (CNG)
and domestic piped natural
gas (PNG) to add to the dis-
tributors” margins in the near
term,’ it said in a statement.

City gas retailers like
Indraprastha Gas Ltd and
Adani Total Gas Ltd last
weekend announced Rs 6-8
cut in CNG and PNG prices,
reflecting the cut in input gas
prices.

The APM price under the
new regime was calculated at
USD 7.92, but is capped at
USD 6.5 for the rest of April,
24 per cent below levels in
October 2022-March 2023,

“We expect such price
cuts by city gas distributors
and the fixing of a price ceil-
ing to add certainty to domes-

formula
to aid demand, praofit
stability for producers: Fitch

PTI B NEW DELHI

tic natural gas’ price advan-
tage relative to alternative
fuels, supporting gas usage for
transportation and house-
holds, and overall demand in
the medium term,” Fitch said.

The revised mechanism
dovetails with India’s target of
increasing natural gas’ share
in its energy mix.

“We expect the price floor
and ceiling to reduce the
volatility in cash flows from
gas production for Oil India
Limited (OIL) and Oil and
Natural Gas Corporation
Limited (ONGC). The floor is
higher than APM prices over
2015 to 2021 while the ceiling
is below current market
prices,” it said.

Gas sales accounted for 9-
11 per cent of OILs and
ONGC’s standalone revenues
in the financial year ended
March 2022 (FY22), and the
legacy fields account for the
majority of their gas produc-
tion.

Financial buffers built by
OIL and ONGC over the last
18 months, when industry
conditions were favourable,
will help them to absorb the
near-term reduction in APM
prices, Fitch said, adding that
it expects the cut in gas prices
to ease inflationary pressure
in the economy, with domes-
tic gas accounting for 55 per
cent of India’s gas consump-
tion in the first nine months
of 2022-23 fiscal.
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Revised gas pricing formula to aid demand,
proﬁt stability for producers: Fitch Ratings

Press Trust of India
New Delhi

The government’s decision
to limit prices of domestic
natural gas from legacy
fields to $4-6.5 per million
British  Thermal  Unit
(mmbtu) will support mar-
gins for city gas distribut-
ors, encourage the use of
gas, and reduce cash flow
volatility for upstream pro-
ducers, Fitch Ratings said
on Wednesday.

“We expect a partial
pass-through of the lower
administered price mechan-
ism (APM) gas prices, at
which domestic upstream
producers supply gas to city
gas distributors, in the
prices of compressed nat-
ural gas (CNG) and do-
mestic piped natural gas
(PNG), to add to the dis-
tributors’ margins in the

near term,” it said in a
statement. City gas retail-
ers like Indraprastha Gas
Ltd and Adani Total Gas Ltd

last weekend announced
¥6-8 cut in CNG and PNG
prices, reflecting the cut in
input gas prices.
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