MILLENNIUM POST, Delhi, 17.4.2023

Page No. 9, Size:(21.39)cms X (20.48)cms.

Fishing net affects ONGC’s KG
field commissioning operations

Armada Sterling V FPSO vessel, which ONGC will use to produce oil
from its KG-DWN-98/2 or KG-D5 block, got entangled with long nets

OUR CORRESPONDENT

NEW DELHLI: State-owned Oil
and Natural Gas Corporation’s
(ONGC) first deepsea project
in the KG basin was hit when
a floating oil storage vessel got
entangled with fishing nets,
prompting the state-owned firm
to seek help for the Indian Navy.

Armada Sterling V floating
production, storage and offload-
ing (FPSO) vessel, which ONGC
will use to produce oil from
its KG-DWN-98/2 or KG-D5
block, got entangled with long
nets, according to the company’s
social media posts.

The company sought help
from the Indian Navy whose
divers helped remove the nets
after a month-long operation.
Commissioning operations
resumed after that.

“The operations halted as
the FPSO Armada Sterling V
was stranded due to large fish-
ing nets getting entangled in
its fuel-extracting mechanism.
Timely action by @Indianna-
vyMedia / @indiannavy has
completely restored operations
enabling considerable savings
to the exchequer;” ONGC said
in a Tweet.

ONGC via LinkedIn
expressed its “immense grati-
tude” to the Indian Navy “for
extending timely support in
restoring operations at the
KG-DWN-98/2 project off

Fishing nets entangled in the FPSO at
440 meters of water depth. “Indian Navy
ship ‘Gharial’ and 16 divers from the
Command Clearance Diving Team were
deployed to remove entangled nets from

ONGC'’s vessel

Kakinada’

“Timely action by (the)
Indian Navy has completely
restored operations enabling
considerable savings to the
exchequer”

Divers from the Indian
Navy cleared the nets despite
extremely challenging under-
water conditions - on account
of which the salvage efforts took
nearlya month. The Ministry of
Petroleum and Natural Gasina
tweet posted a video explaining
the operation.

Fishing nets entangled in

the FPSO at 440 meters of water
depth. “Indian Navy ship ‘Ghar-
ial’and 16 divers from the Com-
mand Clearance Diving Team
were deployed to remove entan-
gled nets from ONGC’s ves-
sel,” it said.

“Complex underwater fit-
tings and strong currents
made the operation a daunt-
ing challenge”

“After a month of challeng-
ing dives in tough underwater
conditions, the Indian Navy’s
skilled team of divers success-
fully restored the ONGC fuel

extraction mechanism on April
8,2023, it said.

“Undeterred in the depths of
sea, the India Navy's exceptional
skill & determination untangled
@ONGC_s complex fuel extrac-
tion equipment, enabling seam-
less installation of additional
underwater fuel lines”

The FPSO is owned by
Shapoorji Pallonji Oil & Gas’
70:30 joint venture with Malay-
sia’s Bumi Armada.

Armada Sterling V, which
has a processing capacity of
about 60,000 barrels per day
of liquid and 3 million cubic
meters per day of gas, in late
December was hooked up to
ONGC’s Cluster 2 asset, with
commissioning work continu-
ing. The first oil is expected in
May.

Last month, ONGC Direc-
tor (Production) Pankaj Kumar
told PTT that ONGC’s delayed
Krishna Godavari basin KG-D5
project is likely to start crude oil
production in May this year and
gas output a year later.

ONGC was originally to
start gas production from
Cluster-11 fields in block KG-
DWN-98/2 (KG-D5) in June
2019 and the first oil was to flow
in March 2020.

The company blamed con-
tracting and supply chain issues
due to the pandemic for shifting
the start of oil production first
to November 2021, then to the

third quarter of 2022 and now
to May 2023. The gas output
start target was first revised to
May 2021, then to May 2023 and
now to May 2024. The block is
currently producing 1.7 million
standard cubic meters per day
of natural gas.

“We will start with 10,000 to
12,000 barrels per day and reach
the peak of 45,000 bpd in 2-3
months,” he had said, adding
some 2 mmscmd of gas would
also flow with oil but the actual
gas output will start in May 2024
when 7-8 mmscmd production
is expected. The production esti-
mates are much lower than what
was originally projected.

At the time of its launch in
April 2018, ONGC had said
the estimated capital expendi-
ture would be $5.07 billion and
operational expenditure would
be $5.12 billion over a field life
of 16 years.

ONGC’s KG-D5 block,
which sits next to Reliance
Industries’ KG-D6 block in the
KG basin, has several discover-
ies that have been clubbed into
clusters. It is situated offshore
the Godavari River Delta in the
Bayof Bengal. It islocated 35 km
off the coast of Andhra Pradesh
in water depths ranging from
300-3,200 metres.

The discoveries in the block
are divided into three clusters —
Cluster-1, 2 and 3. Cluster 2 is
being put into production first.
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‘Ban diesel 4-wheelers in cities
with million-plus population’

TOP PRIORITY. Give more subsidy per EV rather than |lesser for more vehicles: Energy panel

I
Rishi Ranjan Kala
New Delhi

The Energy Transition Advis-
ory Committee (ETAC)
tasked by the Centre to cre-
ate a clean energy transition
roadmap, has suggested ban-
ning diesel-operated four-
wheelers in cities with a mil-
lion-plus population by 2027.

The panel, chaired by
former Oil Secretary and Ad-
visor to Prime Minister
Tarun Kapoor, also suggested
diesel-buses should not be
added to public transport
fleet from 2024 in urban areas
to enable transition over the
next decade. CNG may con-
tinue till 2035. Long-distance
buses will have to be a mix-
ture of electric with battery
swapping and CNG or LNG,”
it has suggested.

There are over 60 cities
with a million-plus popula-
tion. Among them, the most
polluted ones include Delhi
and the NCR region, Mum-
bai, Kolkata, Patna, Kanpur,

VISION 2024. The Energy Transition Advisory Committee
said replacing intra-city transport that is dominated by diesel
vehicles with EVs will also reduce dependence on fossil fuels

and Hyderabad. The govern-
ment has made the transition
of public transport to e-mo-
bility its top priority. It has
created a $1.3-billion corpus
under the Faster Adoption
and Manufacturing of Elec-
tric  Vehicles (FAME)-II
scheme, with 35 per cent for
e-buses and 25 per cent for
electric 3-wheelers in public
transport.

In March, a Parliamentary
panel on EVs urged the gov-
ernment to frame a compre-
hensive national policy on

electric vehicles incorporat-
ing the State-level and inter-
national best practices.

RECOMMENDATIONS
The panel said, “Long-term
focus on transitioning to EVs
with CNG as a transition fuel
(up to 10-15 years). Vehicles
with flex-fuel capabilities and
hybrids may be promoted in
the short and medium terms.
This can be done through the
application of fiscal tools like
taxation.”

The panel stressed extend-

ing the FAME-II scheme bey-
ond March 2024.

Considering public trans-
port offered by state trans-
port undertakings (STUs)
faces challenges of limited
charging infrastructure and
upfront  financing, the
scheme may include suitable
and graded provisioning for
expanding charging infra-
structure for city buses.

“Increase the quantum of
FAME subsidy per EV, rather
than targeting more EVs with
a lesser subsidy, with a focus
on the most sustainable
vehicle segments, to offer vi-
ability gap support and link
the cost parity with ICE
counterparts for accelerated
adoption of EVs other than
low-speed two- and three-
wheelers,” itadded.

Recently, Moody’s In-
vestors Service said that the
government incentives, in-
cluding those to consumers,
local battery manufacturing,
state-level subsidies, and a
cut in GST rates, would help
drive EV penetration in India.
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‘Oil output cut, Ukraine war
biggest risks to India’s economy’

—
Bloomberg

The biggest threats to India’s
economic growth would likely
come from forces outside the
country, Finance Minister
Nirmala Sitharaman said, cit-
ing the risk of higher oil prices
and the impacts from Russia’s
war in Ukraine.

The effect on fuel prices
from the recent surprise
OPEC+ oil-output cut and
“the spillover of all the de-
cisions which are related to
the Russia-Ukraine war” are
“the two main things which I
think I'd be more worried
about than anything in-
ternal,” she said in an inter-
view in Washington on Sat-
urday.

She also said possible re-
cessionsin the US or other de-
veloped countries could be a
drag on India by hurting
exports.

SIGNS OF FATIGUE

India’s economy is showing
signs of fatigue as domestic
and foreign demand gets
clipped by high interest rates.
Growth in the October-
December eased to 4.4 per
cent from 6.3 per cent in the

Finance Minister
Nirmala Sitharaman en

previous quarter, due to wan-
ing  consumption  and
investments.

The IMF had trimmed its
growth outlook for India to
5.9 per cent for the current
fiscal, from 6.1 per cent fore-
castin January.

“The buovancy of the eco-
nomy will continue,” she said.

Sitharaman said some
countries can begin to “some-
what decouple” from the Fed-
eral Reserve, which hasled the
global drive to hike interest
rates to curb inflation.

A pause in tightening “can
help growth momentum” in
certain countries, which can
respond to their economic
challenges “with a bit more
sense of what is most suitable
forthem.”

Sitharaman was in the US
to attend the International
Monetary Fund’s Spring
Meetings and to co-chair the
G20 finance chiefs’ gathering,
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Could buy Russian oil
past $60 price cap: FM

.The government will ex- JUST LIKE THAT  auir saman

plore buying Russian
crude oil near or past

the price cap imposed by the
G7 as it navigates external
risks it sees as the biggest
economic threat, according
to FM Nirmala Sitharaman.

“Yes, because otherwise
I'll end up paying far more
than what I can afford,” the
FM said on Saturday in Was-
hington, when asked if India
would continue importing
Russian oil beyond the $60-a-
barrel cap. “We have a large
population and therefore ha- AR 7]
ve to look at prices which are V- /g_
goingtobeaffordableforus.” _, - -

The stance underscores s Il ki)
the pressing need in the co- | said it'd rise!
untry to curb inflation and sia’s oil revenue. India, along
spur growth amid a surprise  with China, has emerged as
output cut by Opec+ and wes- one of the key buyers of Rus-
tern sanctions to rein in Rus-  siancrude. sLoomeerc
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FM: India may pay
more for Russia oil

To breach G-7 price cap if oil gets costly

New Delhi, April 16: India
will  explore buying
Russian crude oil near or
past the price cap imposed
by the G-7 as it navigates
external risks it sees as
the biggest economic
threat.

“Yes, because otherwise
I'll end up paying far more
than what 1 can afford,”
finance minister Nirmala
Sitharaman said in an
interview on Saturday in
Washington, when asked
if India would continue
importing Russian oil
bevond the $60-a-barrel
price cap. “We have a large
population and we also
therefore have to ook at
prices which are going to
be affordable for us.”

The stance underscores
the pressing need in the
country of 1.4 billion peo-
ple to curb inflation and
spur growth amid a sur-
prise output cut by Opec+
and western sanctions to
rein in Russia's oil rev-
enue following the inva-
sion of Ukraine. India,
along with China, has
emerged as one of the key
buyers of Russian crude.
It is now India's top sup-
plier; above Iraq and Saudi
Arabia.

The South Asian nation
needs to constantly look
for the “best deal” since it
imports almost 80 per cent
of its crude oil require-
ments, Sitharaman said.
“For us, it is a very critical
input for the economy.”

The impact on fuel
prices of Opec+'s output
cut and “the spillover of
all the decisions” related
to Russia’s war in Ukraine
are “the two main things
which 1 think I'd be more

“Yes, because other-
wise I'll end up paying
far more than what |
can afford... We have a
large population and
we also therefore have
to look at prices which
are going to be afford-
able for us.”

— NIRMALA
SITHARAMAN,
Finance minister

worried about than any-
thing internal,” she said.

While Indian officials in
the past said that the
country was unlikely to
breach sanctions on Rus-
sia, including the price
cap, the stance seems to
have changed after
Opec+'s recent decision.

“I think we should look
at it more with humanity
in mind," Sitharaman
said when asked about
these sanctions. “I hope
the intent is not to hurt
economies which have
nothing to do with the
war.” She added that
“unintended Conse-
quences” of these meas-
ures should not be borne
by the global south.

Sitharaman was in the
US to attend the Interna-
tional Monetary Fund's
Spring Meetings and to co-
chair the Group of 20
finance chiefs' gathering,
along with Reserve Bank
of India Governor
Shaktikanta Das.

She also said possible
recessions in the US or
other developed countries
could be a drag on India
by hurting exports, partic-
uwlarly manufacturing.

India’s $3.2 trillion econ-
omy is showing signs of
fatigue as domestic and
foreign demand gets
clipped by high interest
rates. Growth in the
October-December period
eased to 4.4 per cent, from
6.3 per cent in the previ-
ous guarter, due to waning
consumption and invest-
ments.

The IMF last week
trimmed its growth out-
look for India to 59 per
cent for the current fiscal
vear from April 1, from 6.1
per cent forecast in
January

“The buoyancy of the
economy will continue,”
she said, crediting part of
that to policy reforms in
recent vears and digitisa-
tion.

Concerns over weaken-
ing growth and the tur.
maoil in the global banking
sector prompted the RBI
earlier this month to
pause its most aggressive
tightening cycle in a
decade. The central bank
said it will assess the
cumulative impact of 250
basis points in rate increa-
ses so far and will act if
needed. — Bloomberg
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EXPORTS TO EUROPE MORE THAN DOUBLE COMPARED WITH FEBRUARY

Fuelled up: Diesel, ATF exports to
Europe touch multi-yr highin March

SUKALP SHARMA
NEWDELHI APRIL 16

AFTER FALLING to a nine-month
low in February, India’s petro-
leum fuel exports--mainly
diesel and aviation turbine fuel-
-to Europe surged to a multi-
year highin March as the conti-
nent's demand rose due to
refinery disruptions in France
and anticipation of lower pro-
duction during the springtime
refinery maintenance season.

India'srefined fuel exports to
Europe shotup to anaverage of
385,547 barrels perday (bpd} in
March from 169,196 bpd in
February, and 276,068 bpd in
January, as per data shared by
energy cargo tracker Vortexa.

In the run-up to the
European Union's ban on
Russian refined fuels from
February 5, Indian refiners, par-
ticularly private sector players,
rushed to cater to the region.
The same was true for other fuel
exporters like China and Saudi
Arabia, as Russia was the EU's
largestfuel source, anda banon
fuel imports meant that the
lion's shareof thesupplies tothe
region would not be available
anymore.

In February, however, fuel
exportstothe EUfromIndiaand
other suppliers declined due to
lower heating demandand high
fuel inventory build-up in the
region in the months leading up

InFebruary, fuel exports to the EU from India declined. Fie

INDIA’S REFINED FUEL EXPORTS TO EUROPE
MONTH VOLUME* SHR OFPVT | SHROFPSU

REFINERS REFINERS
December | 2,39,598 93.23% 6.77%
January 2,716,068 100% 0%
February 1,69,196 100% 0%
March 3,85,547 B5.57% 14.43%
“{barrels per aay) Source: Vortexa

to the ban on Russian fuels. But
in March, with most of the
French refinery capacity going
offline due to worker strikes
over the controversial pension
reform bill and the continent
gearing up for the spring main-
tenance season, which will see

various refineries in the region
undergping maintenance shut-
downs, traders began ramping
up fuel imports again.

Analysts believe that given
the prevailing situation, the
trend could continue going for-
ward.

“The uptick in volume (of
fuel exports from India) also
aligns with stronger loadings
from Saudi Arabia and the US to
Europe. With the ongoing
French refinery strike and up-
coming refinery maintenance in
the region, higher clean product
(refined petroleum product }im-
ports by theregion is expected,”
said Serena Huang, Vortexa's
head of APAC Analysis.

As per Vortexa data, public-
sector refiners exported refined
fuels to EuropeinMarch after nil
exports in January and February.
Public sector refiners exported
55,636 bpd of refined fuels to
Europe inMarch,accounting for
144 percentof India’s total fuel
exports.

Private sector refiners--
Reliance Industries Ltd and
Nayara Energy Ltd—-exported
329,911 bpd of fuels to Europe
in Mardch. Private-sector refiners
are marginal players in India's
fuel retail market, which public-
sector refiners predominantly
control.

On the flipside, private refin-
ers are major fuel exporters,
while their public sector coun-
terpartsexportonlya fraction of
their fuel output. Over the past
months, robust fuel exportvol-
umes to Europe coincide witha
ramp-up in the import of dis-
counted Russian crude by Indian
refiners.

From being a marginal sup-
plier ofcrude oil to India before

the war in Ukraine, Russia de-
throned heavyweights like Iraq
and Saudi Arabia to emerge as
Delhi's biggest source of crude.

The trend is significant on
various counts, From the global
oil markets perspective, suppli-
ers like India are helping main-
tain a demand-supply balance
while preventing extreme price
shocks.

The EU wants torefrain from
buying crude and refined fuels
and products from Russia.

Countries like India, a major
oil refiner, are playing their part
inbridging the gap by buying
Russianoil on the one hand and
increasing the supply of refined
products to the EU on the other.
That is the primary reasonwhy
much of the West, which
seemed annoyed at India's ris-
ing purchasesofRussian oil, ap-
pears to be largely comfortable
with India's increasing supply of
fuels to Europe.

Under prevailing circum-
stances, India is increasingly
prominent in the global crude
oil and refined products supply
map.

India is a major refiner with
an annual refining capacity of
about 250 million tonnes, or
about 5 million bpd. While it is
also one of the top consumer
and importers of crude oil,
India’s refining capacity is
higher than its domestic de-
mand, making it a net exporter
of petroleum products.

5 . Mon, 17 April 2023
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India may buy Russia
oil above G7 price cap

Bloomberg

feedback@l ivemint.com

Russian crude oil nearor past

the price capimposed by the
(7asit navigates external risks
it sees asthe biggest economic
threat.

“Yes, because otherwise I'll
end up paying far more than
what I can afford,” Union
finance minister Nirmala
Sitharaman said on Saturday,
when asked if

I ndia will explore buying

emergedasoneofthe key buy-
ers of Russian crude. It is now
India’s top supplier, above Iraq
and Saudi Arabia.

India needs to constantly
look for the “best deal” since it
importsalmost 80% ofits crude
oil requirements, Sitharaman
said. “For us, itisa very critical
input forthe economy.”

“Theimpacton fuel prices of
OPEC+’s output cut and the
spillover of all the decisions
related to Russia’s war in

Ukraine are the

India would con- FM said since two main things
tinue importing India imports which I think I'd
Russian oil  80% ofits crude Pe more worried
beyond, (he  oilrequirements, ~giout than any:
PR DR it needs to 8 4
price cap. she said.

“We have a conStamly look L While Indian
large population for the "bestdeal”  icialsin the past
andwealso there- said that the coun-
fore have to look try was unlikely to

atprices which are goingtobe
affordable forus.”

The stance underscores the
pressing need in the country of
L4 billion people to curb infla-
tion and spur growth amid a
surprise output cut by OPEC+
and westernsanctions toreinin
Russia’s il revenue following
the invasion of Ukraine,

India, alongwith China, has

breach sanctions on Russia,
including the price cap, the
stance seems to have changed
after OPEC+'s recent decision.

“I think we should look at it
morewithhumanityinmind,”
Sitharaman said when asked
about these sanctions. “1hope
the intentis not to hurt econo-
mieswhich have nothingto do
with thewar.”
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OPEC+, Transparently Flexing

Sanjeev Choudhary

Avolleyof criticismgreets Opec+,a
group of about twodozen oil-produc-
ingcountriesled by Saudi Arabia
and Russia, every time it decides to
cut production. The producer clubis
accused of being greedy and output-
cutdecisionsareportrayedasa
selfish pursuitof high pricesthat
would end updestroyingdemand
and harmingthe global economy
already faced with many dangers.

Sinceoilis central totheeconomy
and hard toreplace intheshortterm,
politicians inoil-importing coun-
tries protest any output cut. They
often feel powerless beforea pro-
ducer cartel that controls 40% of the
global supplies. As the world
emerged from the pandemic, the
power inthe oil market has truly got
concentrated in thehands of Opec+.
Butall the blame the group receives
for the world’s woes may not neces-
sarily belongat itsdoor.

Tworecent Opec+ output cuts
haven't been as catastrophicas
predicted. In early October, when the
oil price wasaround $90 per barrel,
the cartel announced a production
cut. This triggered the usual warn-
ingsof apricestormand the conse-

quentdamage to thefragileglobal
economy. The pricesdid rise margin-
ally, but soon stabilised and re-
mained below $90 for more than four
months.

Again, on April 2, when prices were
around $80, Opec+announceda
fresh output cut, prompting another
howlof protest. Oil jumped about 5%
the nextday. The supply curb's
impact would beclearer over the
next few months.

Buttwothingsare evident:

» Opec+ hasafairassessment of
the market, and many analysts
might bejust exaggeratingthe
impactof production cuts.

P Opec+’s price expectations have
risen, and the group would act to pull
prices above $80 whenever they slide.
So, until thereisa global recession,
don'texpect pricestodropto$57, the
averagerate between 2015-19.

Thegrouping’s higher price expec-
tations stem from twofactors:

Piping hot

P Producing countries need more
funds tosteer their economies away
from heavy reliance on fossil fuels.
Saudi Arabia plansto invest$3.2
trillion todiversify its economy by
2030.

P> Afteralongtime, the producer
group thinks it's in control of theoil
market given the weakened USshale
challenge, the global energy crisis of
the past two years, and the changing
geopolitical equation that has glued
Russiato Opectighter thanever.

Theshalefrenzy appears to have
tapered off, with US producers
preferring toreturn cash toshare-
holders than reinvest significantly
innew capacity the way they did in
the previous decade. The energy
crisis hasreinforced the need for
reliable suppliers and weakened the
bargaining power of consuming
countries vis-a-vis producers. The
Ukraine war and the West's efforts at
isolating Russiaand placingcapon
its oilhave meant Moscow needs
Opecalliesmorethanevertorealise
enoughrevenues tobalanceits
budget.

Nodoubtenergy priceshave beena
key contributor toglobal inflation.
But compared tonatural gas, which
hasno producers’ cartel, oil has been
farless volatileand pricey. And the
bigoil spikes witnessed last year
were more areaction tothe geopolit-
icalevents than Opec+’s supply
management. Qil neared $140 per
barrelin theearly daysof the war
last year aided by widespread fears
that unprecedented Western sanc-

tions on Russia could deeply dis-
locate themarket.

Thereal causeof the four-decade-
highinflation inthe developed world
could be traced back to the unparal-
leled financial stimulus offered by
their governments and central
banks tocombat the impact of the
pandemic, which also broke global
supply chains, inducingsupply-
driven inflation.

Whatalsodeservesattention isthe
hightaxation by consumingcoun-
tries that keeps pump prices high
and increases the cost of living.

When crude pricesfall, the benefits
donotalways flow to theend con-
sumerasgovernments inthe con-
suming countriesraise taxestofill
their chests. This ends up transfer-
ring wealth from the producing
country to the consuming country.

Theroleof geopolitics hasn’t been
small. US sanctionson oilexportsby
Iranand Venezuela, two key pro-
ducers, have limited global supplies
for years. Atthesametime, piling
pressure toprevent an output cut by
Opec+ ahead of USelectionsshines
alighton how Washington mixes
domestic politics with international
energy dynamics.

AsChinaseekstochallenge the
US-led global order, Saudi and other
largeoil producersalsoseeinitan
opportunity toreposition them-
selves. So,expect Opec+toretainits
power and use it toitsadvantage
goingforward.

sanjeev.choudhary@timesgroup.com
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Singapore’s AG&P in Talks
to Acquire 70% in H-Energy

Set to buy into Hiranandani
subsidiary too in deal worth
fraction of initial investment
planned for integrated project

Kalpana.Pathak@timesgroup.com

Mumbai: Hiranandani Energy, which once
had ambitions to build multi-billion dollar
integrated energy infrastructure projects
such as two LNG terminals and a pipeline
for end-to-end natural gas solutions, is in
talks with Singapore-based Atlantic, Gulf
and Pacific Company (AG&P) to sell a majo-
rity stake in the company and its units for a
few hundred crores of rupees, two industry
sources aware of the development told ET.

AG&P is close to picking up a 70% stake in
H-Energy and one of its subsidiaries, while
Darshan Hiranandani will hold on to the re-
maining 30%. “AG&P plans to buy 70% in H-
Energy and one of its subsidiariesasitislo-
oking to expand its LNG and CNG opera-
tions in India,” said the first source cited.

AG&P and H-Energy did not respond to an
email sent on April 11. Darshan Hirananda-
ni did not respond to calls and a WhatsApp
text message sent last week.

Sourcesadded that the transaction value is

Deal in Pipeline

Darshan Hiranandani will Last May,
hold on to 30% in H-Energy | FSRU Hoegh
Giant's 10-yr

Co planned to
build LNG terminals
in Maharashtra,

ﬁ West Bengal

Last June,
PNGRB
encashed 25%
of HEPL's BG for
pipeline delay
‘l_l_.
AGEP looking
for LNG
terminals on

the east & west
coast of India

contract was

terminatei

worth only a fraction of the initial invest-
ment envisaged, as H-Energy could develop
only two assets — the 56-km R-LNG pipeline
from Jaigarh port to Dabhol, linked to the
national gas grid, and a jetty at Jaigarh Port
in Ratnagiri district of Maharashtra, to
berth a floating storage and regasification
unit (FRSU) for R-LNG unloading.

Energy Infrastructure Projects »» 10
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H-Energy had plans to build two
LNG terminals at the cost of $3 bil-
lion — one in Jaigarh, Ratnagiri,
Maharashtra and the second, a flo-
ating LNG import terminal off
Haldia, West Bengal. But plans did
not take off as envisaged due to fi-
nancial and on-ground challenges.

“There is only a jetty and a pipeli-
ne, which would have cost the com-
pany a few hundred crores. So the
transaction value would be com-
mensurate with that," said the se-
cond person aware of develop-
ments. According to the Registrar
of Companies’filings, as of March
31, 2022, H-Energy had a net worth
of Rs 295 crore and free reserves of
Rs 56 crore.

H-Energy Pvt Ltd (HEPL) was
formerly known as Salus Develo-
pers Pvt Litd. It primarily engaged
in the businessof investing in sha-
res, debentures and other securiti-
es of the companies. In December
2010, the company changed its na-
me to H-Energy.

Last May, HEPL's Jaigarh plans
were further delayed when Oslo-
based Hoegh LNG announced that
it was terminating FSRU Hoegh

Giant's 10-year contract, citing
“the charterer’s default of the
contractual terms.” The contract
was signed in December 2020.

In March 2016, HEPL was awar-
ded authorisation for laying the
Jaigarh-Panjim-Karwar  Udupi-
Mangalore natural gas pipeline
spanning 635 km.

Last June, the oil sector regula-
tor, the Petroleum and Natural Gas
Regulatory Board (PNGRB), en-
cashed Rs 5 crore, or 25%, of H-
Energy’s bank guarantee for dela-
ys in laying a pipeline from Jai-
garh to Mangalore. The pipeline
was to be completed by June 2019.
H-Energy's appeal against this
PNGRB order is pending.

AGE&P'SINDIAPLANS

Sourcessaid AG&P hasbeensco-
uting for LNG terminals on both
the east and west coasts of India
to expand operations by 2024-25.
Its proposed 1-million tonne per
annum terminal at the Karaikal
Port in Puducherry is facing
challenges and may take longer
tocomplete.

FOR FULL REPORT, GOTO
www.economictimes.com
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The slippery slope
of oil exploration

Poor policy design and unpredictable fiscal terms have
discouraged investment by global majors, keepingIndia
heavily import-dependent

SDINAKAR
16 April

uccessive Indian governm-
S ents have formulated polic-

ies that tended to nurse con-
sumers of energy at the expense of
producers. The current dispensa-
tionis nodifferent. Motorists have
taken comfort in frozen pump
prices and gas price caps but pro-
ducers face high taxes, and restric-
tions on pricing freedom.

The government is focused on
revenue generation rather than
production maximisation. But pro-
tecting the interests of consumers,
and imposing high costs on upstr-
eam operators, may work in nati-
ons with copious oil reserves and
relatively negligible domestic de-
mand, such as Saudi Arabia, Qatar
or Russia. Not so in case of energy-
deprived countries like India — it
only makes the nation increasingly
dependent on foreign oil and gas,
weakening energy security.

Check out these numbers. Do~
mestic production of crude oil has
declined 23 per cent to an estimat-
ed 29 million tonnes last fiscal
from nearly 38 million tonnes or
763,000 barrels aday (b/d) in 2013-
14, according to oil ministry data.
India’s oil product demand rose
over 40 per cent during the period,
driven by higher GDP, subsidies
and lower-than-market prices of
transport and cooking fuels.

Crude output in February dip-
ped toalow of 575,000 b/d. To put
itin perspective, domestic produc-
tion met 24 per cent of our oil dem-
and backin 2014. Today that figure
has shrunk to 13 per cent. State-
run explorers lack the heft, finance
and expertise of oil majors to arrest
declines from ageing fields, and for
deep-water developments.

The impact on energy security
is glaring. India’s dependency on
imported crude as a percentage of
consumption was at an all-time
high of 89.2 per cent in February
against 84 per cent in2020-21, and
77 per cent in 2014, government
data shows. This is despite Prime
Minister Narendra Modi’s call in
early 2016 to reduce crude imports
by 10 per cent by 2022.

The decline in India’s oil output
has turned structural in spite of de-
cades of toil by ONGC and Oil Ind-
ia, and a slew of exploration polic-
ies, beginning 1991. The results of
two decades of oil sector reforms
reveal the following results. Neit-
her producers nor fuel marketers
have pricing freedom, key to facili-
tating investments. No oil major is
drilling in India. Reliance Indust-
ries, which has the distinction of
discovering the world’s biggest gas

India’s crude and product profile
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find in early 2000 in the Krishna
Godavari basin, hardly participates
in auctions. State-run ONGC, Ind-
ia’s biggest oil and gas producer, is
staring down the barrel of declini-
ngoutput from its fields, unable to
draw majors or make enough mon-
ey to risk expensive developments.

Submission of bids for the eigh-
th drilling round of the open ac-
reage licensing policy, announced
last July, under the latest Hydro-
carbon Exploration Licensing
Policy, for 26 oil and gas blocks,
was postponed for the third time
to May 2023 for lack of interest.

Policy and fiscal unpredictabil-
ity coupled with lack of investor
protections and arbitrations have
kept the most technologically adv-
anced drillers — ExxonMobil, Che-
vron, Shell and Total — out of Ind-
ia. They have ignored India despite
several policy measures since the
1990s, like a New Exploration
Policy, a Hydrocarbon Exploration
Policy, an open acreage policy and
numerous roadshows.

ONGC is unable to take its me-
morandums of understanding
with ExxonMobil and TotalEner-
gies forward because of demands
by the majors. For instance, Exxon
hasdemanded a “clear and practi-
cal framework to administer the
laws and the frameworks and the
contracts”, Melinda Dillingham,
commercial manager, ExxonMob-
il, said at a recent event. Exxon has

also sought guarantees from New
Delhi, an industry official said.
There will be no windfall taxes or
new taxes imposed on crude prod-
uction; arbitration will be interna-
tional and not involve local courts;
and, finally, no criminal charges
will be slapped on Exxon officials
in case of any incidents.

The majors are less flexible vis-
a-vis Indian investments because
unlike, say, Guyana or Mozambi-
que, where they also operate, Ind-
ia’s prospectivity needs to be prov-
ed. And policy risks are high. Take
the case of UK explorer Cairn Ene-
rgy. India’s reputation among pet-
roleum investors was severely
dented after New Delhi’s attempts
to tax Cairn Energy, violating inter-
national investor protection agree-
ments, ended in years of arbitrat-
ion. New Delhiended up losing the
case in December 2020, prompting
the Centre to scrap the retrospect-
ive tax law, a key to many disputes.

Arbitration with Reliance and
BP over cost and other issues at
India’s biggest gas discovery, and
a festering dispute with Vedanta
over extending a contract for its
Rajasthan area have also made for-
eign investors pause.

Vedanta, India’s second biggest
oil producer after ONGC, deducted
around $90 million from the gov-
ernment’s profit share in Mangala
Area, claiming the 10-month-old
windfall tax violates the contract’s

fiscal terms. The production-shar-
ing contract for the Barmer basin
doesn’t have any provision for a
windfall tax; in fact, it prohibits
any new levies that upset fiscal sta-
bility, an industry official said. The
extension for Barmer is still mired
indispute with the Supreme Court
asking New Delhi last November
to reconsider raising its revenue
share from the Barmer block by 10
per cent. A previous ruling by the
Delhi High Court saying that the
government has a right to change
contract terms as long as they are
in public interest and serve the
purpose of maximising revenue
generation also caused concern
among investors.

India already takes away 70 per
cent as its share from older areas,
which contribute to most of India’s
output, an industry official said.
Vedanta has said it will invest $5
billion in Rajasthan to treble out-
put to 500,000 barrels a day — eq-
uivalent to 85 per cent of India’s
575,000 barrels a day production.
Butitis demanding a much longer
extension than the 10 years offered
now because of huge costs involv-
ed in polymer flooding techniques
forenhanced oil recovery, with ex-
pensive chemicals enhancing ope-
rational costs, company CEO Nick
Walker has told reporters.

ONGC and 0il India have also
been affected by the windfall tax,
which when first imposed in July
was around $40 a barrel. The
wildly fluctuating levy makes it
impossible for private explorers to
plan multi-year, multi-billion dol-
lar long gestation deep-water proj-
ects, and leaves less with ONGC for
investing in rejuvenating ageing
areas, industry officials said.

A floor of $4 per metric million
British thermal units (mmBtu) on
domestic gas extracted from older
areas provides earnings stability
for ONGC and Oil India, said Pras-
hant Vasisht, vice-president, ICRA,
in response to the government co-
ming out with a new gas pricing
policy this month. There is no rea-
son provided for a $4 floor or a
$6.50/mmBtu cap, a fertiliser ind-
ustry official said. Gas discoveries
and revival of ageing fields need
humongous investments, and
pricing freedom, the official said.

India could take a leaf out of
Bangladesh’s upstream policies.
Bangladesh, a prolific gas producer
faced with dwindling output after
explorers like South Korea’s
POSCO and ConocoPhillips back-
ed out of contracts citing unfavou-
rable terms, revamped its policies.
Now, ExxonMobil has joined han-
dswith Dhaka to explore untapped
deep-water areas in the Bay of Ben-
gal. Dhaka’s new terms propose
reducing its share of profit gas, tre-
bling the purchase price of the fuel
to $10 per million cubic feet a day
from less than $3/million cubic
feet a day, and permitting exports.

The Directorate General of
Hydrocarbons is hoping to see
reforms on investor protection
codified by Parliament soon, said
S L Das, asenior DGH official, at a
recent event. Higher legislative-
level guarantees, which are also at
an advanced stage and expected
to be passed soon, perhaps by the
next parliamentary session,
should help.
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