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‘Russian Oil Cap Worked
Out Better than Expected’

West delighted that
Russian oil flows to India
haverisen & Moscow's
revenue isincheck:

BP chief economist

Our Bureavu

New Delhi: The price cap on Russi-
an oil has worked far better than
anyone had expected and there was
a delight in capitals from Washing-
ton to Brussels that Russian oil
flows have increased to India while
keeping Moscow's revenue in check,
BP chief economist Spencer Dale
said on Tuesday.

Since the outbreak of the Ukraine
war, Russian oil has been sellingata
deep discount to international
benchmarks, making it a favourite
feed for Indian refiners, which bare-
ly imported from Russia in previous
years. After the G7 countries impo-
sed a price cap of $60 per barrel on
Russian oil in December 2022, the
imports have further accelerated.

“All the capitals in the West I have
spoken to, they have been delighted
by this increase (inIndia’s imports).
Thisisnotaproblematall,” said Da-
le, adding that the whole point of the
price cap was to keep Russian oil flo-
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wing to the global market to avoid
any shortage but to do so in a way
that “Russia wasn’t able to monetise
those flows at very high prices”.

The consensusamong G7countries
was that the price cap had worked
better than anyone had expected, he
said. “The US treasury has estima-
ted that something like 25% of per
quarter of the crude which has been
exported from Russia been transpor-
ted using western transport and in-
surance, which implies thatitishap-
pening below the price cap”, Dale sa-
id, adding that India’s imports of
Russian crude have increased to 1.8
million barrels per day (mbd) from 1
million mbd in September 2022.

But there could be a challenge if in-
ternational benchmark rates rise
and theprice of Russianoil getsclose
tothe cap, said Dale. “We will have to
see how G7respondstothat,” hesaid.

A recent decision by producer club

All the capitals in the West
| have spoken to, have
been delighted by this increase
(in India’s imports). This is not a

problem at all
SPENCER DALE
BP CHIEF ECONOMIST

OPEC+ members to cut output has
led to an increase in oil prices by
about $5 per barrel to $85. This has
also pushed up prices for Russia's
flagship erude Urals to about $65.

The war highlighted the need for
energy security, Dale said, adding
that the countries can’t rely on mar-
Kets alone to provide that and that
government intervention was nee-
ded. “Free markets don’t generate
theoptimallevel of publicgoodslike
energy security,” he said.

No country depends entirely on
market to provide energy security;
Dale said to a query on how India
handled the domesticfuel pricesata
time of global volatility.

Pump prices have been frozenfora
yvear in India, with state-run fuel re-
tailers incurring heavy losses in the
first six months of 2022-23, when
they couldn't raise domestic prices
inline with international rates.
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UNION MINISTER FOR PETROLEUM & NATURAL
GAS AND HOUSING & URBAN AFFAIRS

OMINANT narratives are

often presented as an

objective truth. It is impor-

tant to remember that such
narratives are often set by those with
an agenda and hence the need for
perspective. As British historian EH
Carr famously said, “The historian
without his facts is rootless and
futile; the facts without their histori-
an are dead and meaningless.”

The context and understanding of fuel
prices provide a case in point. Unsus-
tainably low petrol and diesel prices
belong at best to a world of fantasy.

That fuel prices in India are high is
based on a narrative that is deeply
flawed. They are, in fact, among the
lowest in the world largely due to
Prime Minister Narendra Modi's
efforts at ensuring energy availabili-
ty and affordability.

It was PM Modi who had cut the
Central excise duty twice — in May
2022 and November 2021 — amount-
ing cumulatively to Rs 13 per litre on
petrol and Rs 15 per litre on diesel
This cost the Central exchequer
Rs 2.2 lakh crore a year.

Furthermore, the Government of
India even imposed an export cess

CThe Tribune

and windfall tax on domestically pro-
duced petroleum products last year to
prevent exporters from profiteering at
the cost of domestic consumers. 0Oil
marketing companies (OMCs) being
‘good corporate citizens' incurred
huge losses during price peaks for
ensuring the supply of petrol and
diesel at controlled rates to Indian cit-
izens, which have been kept
unchanged by public sector OMCs
since April 6, 2022,

Many state governments also came
forward with VAT (value added tax)
cutsto bring down the prices of petrol
and diesel. However, many, not all,
states are conspicuous by their deter-
mination to not cut VAT and lower
fuel prices in the state.

It is worth highlighting that in the
BJP-ruled states and the states that
have cut VAT, the VAT rates on
petrol and dieselare generally in the
range of Rs 14.5/litre to Rs 17.5/litre,
while in states that haven’t cut VAT,
they are in the range of Rs 26/litre to
Hs 32/litre. This translates into a
huge difference in the common
man's pocket and expenses.

In Congress-ruled Rajasthan, con-
sumers are paying Rs 108.48/litre for
petrol and Rs 93.8/litre for diesel
which is approximately Rs 12fitre
more on petrol and Rs 4/litre more on
diesel than what consumers pay in
neighbouring BJP-ruled Uttar
Pradesh — Rs 96.57litre and
Rs 89.76/litre, respectively.

Due to the lasting damage done by
the UPA government between 2005
and 2012, under which long-term oil
bonds worth Rs 144 lakh crore were
issued instead of under-recoveries to
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the OMCs, Indian taxpayers are still
paying back Rs 3.2 lakh crore as
interest plus principal.

In YSR-Congressruled Andhra
Pradesh, the prices of petrol and

diesel at Rs 110.48/Mlitre and Rs
98.27litre, respectively, are almost Rs
10 higher than in Karnataka, where
these are Rs 101.94/litre and Rs
87.89/litre, respectively. Andhra
Pradesh holds the record for having
the highest petrol price in India, for
the second year running,

In TRS-ruled Telangana, consumers
pay the second highest rate of petrol
in India at Rs 109.66/litre. This is a
whopping Rs 13/litre higher than in
Uttar Pradesh (Rs 96.57litre). In per-
centage terms, the VAT in Telangana
on petrol is 35.2 per cent, compared to
26.8 per cent in UP. The VAT in Telan-
gana on diesel is 27 per cent, com-

Se narratives on

pared to 17.48 per centin UR

In West Bengal, consumers pay
Rs 106.03/litre for petrol and
Rs 892.76 for diesel, whereas con-
sumers in Assam only pay Rs
97.02/1itre and Rs 88.3, respectively.
If Bengal Chief Minister Mamata
Banerjee cares for her people, then
why doesn’t she bring the petrol
price below Rs 100/litre?

The hypocrisy is bare and blatant
and unhinged for all to see. Even when
it comes to aviation fuel prices, which
are crucial for the hospitality and trav-
el sectors, the blatant greed of certain
statesisclear and visible. In the recent
Maharashtra Budget, the state govern-
ment slashed VAT on jet fuel to 18 per
cent, while India’s biggest hub — Del-
hi — remains among the few states
that still levy a very high tax — 25 per
cent— on jet fuel.

fuel prices

Even as the world acknowledges India’s
phenomenal success in providing
accessible and affordable energy to its
1.4 billion citizens inthese tumultuous
times, a few hypocritical state
governments and political leaders
continue to blare nonsense while hiding
their anti-citizen tactics. Itis time for them
to cut their state’s tax on fuel.

AFFORDABLE: The fuel prices in India are among
the lowest in the world. TRIBUNE PHOTO

While natural gas prices at the
international gas indices (Japan
Korea Marker) have increased by up
to 228 per cent between January 2021
and February 2023, in India the CNG
(compressed natural gas) price rise
(Delhi representative market) was
restricted to about 83 per cent,
thanks to the steps such as increas-
ing domestic gas allocation to about
250 per cent of the allocation since
2013-14 and diverting domestic gas
from other non-priority sectors to
meet the requirement for CNG
(transport) and PNG (piped natural
gas, domestic) segments.

Recently, the PM Modi-led Cabinet
took a major decision to revise the
pricing methodology of domestical-
ly produced natural gas; it contin-
ues to give a fillip to India’s goal of
gas-based economy. This decision,

which determines that Indian natu-
ral gas prices should be 10 per cent
of the monthly average of the Indian
crude basket, is being hailed as a
balanced reform by the industry as
well as consumers. While the indus-
try benefits from a more dynamic
and robust pricing mechanism, con-
sumers are already reaping the ben-
efits which have been passed on in
the form of Rs 7-8 price cuts in
domestic PNG and CNG.

Even as the world acknowledges
India's phenomenal success in pro-
viding accessible and affordable
energy to its 1.4 billion citizens in
these tumultuous times, a few hypo-
critical state governments and polit-
ical leaders continue to blare non-
sense while hiding their anti-citizen
tactics. [tistime forthem to cut their
state’s tax on fuel.
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India and China have snapped
up much of Russian oil so far in
April at prices above the West-
ern price cap of $60 per barrel,
according to traders and Reu-
ters calculations.

That means the Kremlin is
enjoying stronger revenues
despite the West’s attempts to
curb funds for Russia’s military
operations in Ukraine.

A G7 source told Reuters on
Monday that the Western price
cap would remain unchanged
for now, despite pressure from
some European Union coun-
tries, such as Poland, to lower
the cap to increase pressure on
Moscow.

The advocates of the cap say
it reduces revenues for Russia
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India and Chinabought most of
Russia oil in April above price cap

UNSHAKEN. Kremlin enjoying stronger revenues despite West’s attempts to curb funds

NO CHANGE. Western price cap will remain unchanged for
now, despite pressure from some EU countries

while allowing oil to flow, but its
opponents say it is too soft to
force Russia to backtrack on its
activities in Ukraine.

The latest data from Refinitiv
Eikon suggest Russian Urals oil

cargoes that loaded in the first
half of April are mostly heading
toIndia’sand China's ports.
India accounts for more than
70 per cent of the seaborne sup-
plies of the grade so far this

month and China for about 20
per cent, Reuters calculations
show.

The lower freight rates and
smaller discounts for Urals
against global benchmarks
nudged the daily price of the
grade back above the cap earlier
in April from a period of trading
below.

India and China have not
agreed to abide by the price cap,
but the West had hoped the
threat of sanctions might deter
traders from helping those
countries buy oil above the cap.

Average discounts for Urals
were at $13 per barrel to dated
Brent on a DES (delivered ex-
ship) basis in Indian ports and
$9 to ICE Brent in Chinese
ports, according to traders,
while shipping costs were $10.5
a barrel and $14 a barrel re-
spectively for loadings from
Baltic ports to India and China.



India, China
breach G7
price cap on
Russian oil

Moscow, April 18: India
and China have snapped
up the vast majority of
Russian oil so far in April
at prices above the
Western price cap of $60
per barrel, according to
traders and Reufers cal-
culations.

That means the Kremlin
is enjoying stronger rev-
enues despite the West's
attempts to curb funds for
Russia's military opera-
tions in Ukraine.

A GT source said the
Western price cap would
remain unchanged for
now, despite pressure
from some European
Union countries, such as
Poland, to lower the cap to
increase pressure on
Moscow. The advocates of
the cap say it reduces rev-
enues for Russia while
allowing oil to flow, but its
oppone-nts say it is too
soft to force Russia to
backtrack on its activities
in Ukraine.

The latest data from
Refinitiv. Eikon suggest
Russian Urals oil cargoes
that loaded in the first
half of April are mostly
heading to India’s and
China's ports.

India accounts for more
than 70 per cent of the
seaborne supplies of the
grade so far this month
and China for about 20
per cent. Lower freight
rates and smaller dis-
counts for Urals against
benchmarks nudged the
daily price of the grade
back above the cap earlier
in April from a period of
trading below. — Reuters
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India snaps up Russian oil above $60 ‘price cap’

Accounts for over 70% of seaborne supplies of the grade so farin April; China's share is about20%
, ] ) ¢
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i REUTERS
© NewDelhi, 18 April

India and China have snapped up
the vast majority of Russian oil so
¢ far in April at prices above the
i Western price cap of $60 per barrel,
¢ according to traders and Reuters
calculations.

That means the Kremlin is
enjoying stronger revenues despite
the West’s attempts to curb funds
¢ for Russia's military operations in
i Ukraine.

A G7 source told Reuters the
: Western price cap would remain
: unchanged for now, despite pres-
sure from some European Union
¢ countries, such as Poland, to lower
the cap to increase pressure on
: Moscow. The advocates of the cap
¢ say it reduces revenues for Russia
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Kremlin is enjoying stronger revenues despite the West’s attempts to curb
funds for Russia's military operations in Ukraine

while allowing oil to flow, but its
opponents say it is too soft to force
Russia to backtrack on its activities
in Ukraine. The latest data from

Refinitiv Eikon suggest Russian
Urals oil cargoes that loaded in the
first half of April are mostly heading
to India’s and China’s ports.

India accounts for more than 70
per cent of the seaborne supplies of
the grade so far this month and
China for about 20 per cent, Reuters
calculations show.

Meanwhile, lower freight rates
and smaller discounts for Urals
against global benchmarks nudged
the daily price of the grade back
above the cap earlier in April from
a period of trading below.

India and China have not agreed
to abide by the price cap, but the
West had hoped the threat of sanc-
tions might deter traders from help-
ing those countries buy oil above
the cap. Average discounts for Urals
were at $13 per barrel to dated Brent
on a DES (delivered ex-ship) basis
in Indian ports and $9 to ICE Brent
in Chinese ports, according to
traders, while shipping costs were

$10.5 a barrel and $14 a barrel
respectively for loadings from Baltic
ports to India and China.

That means the Urals price on a
free on board (FOB) basis in Baltic
ports, allowing about $2 per barrel
of additional transport costs, has
been slightly above $60 per barrel
so far in April, Reuters calculations
show. Shipping costs have come
down significantly in recent weeks
as Russian port ice conditions eased
and more tankers became available.

Freight rates for Urals cargoes
loading in Baltic ports for delivery
to India have eased to $7.5-$7.6 mil-
lion from $8-$8.1 million two weeks
ago, two traders said. The cost of
tanker shipment from Baltic ports
to China was $10 million, down
from nearly $11 million a couple of
weeks ago, they added.
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India, China snap up Russian
oil in April above ‘price cap’

India has accounted for more than 70% of seaborne supplies of Urals grade so far this month,

China for about 20%; average discounts were at $13 per barrel to dated Brent in Indian ports

Reuters
MOSCOW

ndia and China have
lmapped up the vast

majority of Russian oil
so far in April at prices
above the Western price
cap of $60 per barrel, ac-
cording to traders and Reu-
ters calculations.

That means the Kremlin
is enjoying stronger reve-
nues despite the West’s at-
tempts to curb funds for
Russia’s military opera-
tions in Ukraine. India ac-
counts for more than 70%
of seaborne supplies of the

In full flow

The West fears that Kremlin is enjoying stronger revenues despite
attempts to curb funds for Russia’s military operations in Ukraine

= India and China have not agreed to
abide by the GT’s price cap

= West had hoped threat of sanctions
might deter oil purchases

Urals grade so far this
month and China for about
20%, Reuters calculations
show. Lower freight rates
and smaller discounts for

= Lower freight rates, smaller discounts
= for Urals against global benchmarks
®® nudged the daily price of the grade

| back above the cap earlier in April

Urals against global bench-
marks nudged the daily
price of the grade back
above the cap earlier in
April from a period of trad-

ing below. India and China
have not agreed to the
price cap, but the West had
hoped the threat of sanc-
tions might deter purchas-
es above the cap. Average
discounts for Urals were at
$13 per barrel to dated
Brent on a DES (delivered
ex-ship) basis in Indian
ports, according to traders.

The Urals price on a
free-on-board basis in Bal-
tic ports, allowing about $2
per barrel of transport
costs, has been slightly
above $60 per barrel so far
in April, Reuters calcula-
tions show.
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India’s goal of raising natural gas’ share
to 15% by 2030 seems too ambitious

BP ENERGY OUTLOOK. In primary energy mix, share of natural gas projected to grow to just 7-11% by 2050

I
Rishi Ranjan Kala
New Delhi

The bp Energy Outlook 2023
projects that the share of
natural gas in India’s
primary energy mix, which
currently stands at around
6.5-6.7 per cent, is expected
to grow to just 7-11 per cent
by 2050.

This means that the
world’s third largest energy
consumer may fail to achieve
its target toraise the share of
natural gas in the total en-
ergy mix to 15 per cent by
the end of the current
decade.

“The share of natural gas
in total primary energy
grows in all scenarios, in-
creasing from 5 per cent in
2019 to 7-11 per cent in
2050, supported by industry
and heavy road transport de-
mand,” the bp Energy Out-
look - 2023 report said.

THREE SCENARIOS
Natural gas is the only fossil
fuel that grows (in absolute

ENERGY ESTIMATE

o India’s natural gas
consumption projected at

235 BCM under ‘accelerated’
scenario, and 177 BCM and

286 BCM under ‘net zero’
and ‘new momentum’
scenarios, respectively.

© Gas production grows under
all scenarios, up to 59-132
BCM in 2050 (from 27 BCM

in 2019)

o India consumed 55.54 BCM of gas during
April-February in FY23, a decline of 5.4% on an annual

basis

terms) throughout to 2050
in all scenarios, it added. The
outlook’s three main scen-
arios are designed to explore
a range of possible outcomes
for the global energy system
over the next 30 years.

The ‘accelerated’ and ‘net
zero’ scenarios explore how
different elements of the en-
ergy system might change in
pathways that achieve sub-
stantial reductions in carbon

emissions by 2050 by around
75 per cent in accelerated
and over 95 per cent in net
zero. While the ‘new mo-
mentum’ scenario is de-
signed to reflect the current
broad trajectory of the
world’s energy system, it
explained.

The outlook projects In-
dia’s natural gas consump-
tion at 235 billion cubic
meters (BCM) under ‘accel-

erated’ scenario as well as
177 BCM and 286 BCM un-
der ‘net zero’ and ‘new mo-
mentum’ scenarios, respect-
ively. Besides, gas
production grows under all
scenarios, up to 59-132 BCM
in2050 (from 27 BCM in
2019).

India consumed 55.54
BCM of gas during April-
February in FY23, a decline
of 5.4 per cent on an annual
basis.

CHALLENGING ENDEAVOUR
Last month, in a podcast
with businessline, former
Planning Commission Mem-
ber Kirit Parikh had also said
that the target to reach 15
per cent share of natural gas
is challenging. Last month,
the government accepted re-
commendations of the
Parikh committee on fair
pricing of natural gas.

“As far as gas is con-
cerned, it  constitutes
around 6.5 per cent of our
energy basket. Out of which
nearly 45-50 per cent of gas
is imported. So, domestic

production constitutes less
than 4 per cent. Now to in-
crease the share of natural
gasto 15 percentby 2030isa
veryveryambitious goal,” he
pointed out.

Similarly, Fitch Ratings in
a January report said that
price volatility and infra-
structure constraints will
challenge India’s target of
increasing natural gas’ (NG)
share of energy to 15 per
cent by 2030 despite resili-
ent demand from city gas
distribution (CGD) and
rising domestic production.

“Fitch Ratings believes
that India’s target to in-
crease the share of natural
gas in energy mix to 15 per
cent by 2030, from 6 per cent
in 2017, remains exposed to
risks of lower demand from
price volatilities, and infra-
structure constraints on im-
porting and distributing NG.
Progress on the target has
been minimal - 6 per cent
sharein 2021 -as NG growth
has not managed to outpace
total energy growth,” it
added.



India, China
buy Russian
oil above G7
price ceiling
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snapped up thevastmajority

of Russianoil sofarin Aprilat
pricesabove the western price
cap of $60 per barrel, according
to traders and Reuters calcula-
tions. That meansthe Kremlin
is enjoying stronger revenue
despite the West'sattemptsto
curb fundsfor Russia’s military
operations in Ukraine.

AG7 official told Reuters on
Monday the western price cap
would remain unchanged for
now, despite pressure from
some European Union coun-
tries such as Poland to lower
the cap to increase pressureon
Moscow.

Advocates of the cap say it
reduces revenue for Russia
while allowing oil to flow, but
itsopponentssayitistoosoftto
force Russiato backtrackonits
activitiesin Ukraine. The latest
data from Refinitiv Eikon sug-
gests Russian Urals oil cargoes
that loaded in the first half of
April are mostly heading to
Indian and Chinese ports.

India accountsfor more than
70% of the seaborme supplies of
the gradeso farthismonth and
China for about 20%, Reuters
calculations show.

Meanwhile, lower freight
rates and smaller discounts for
Urals against global bench-
marksnudged the daily price of
the grade back above the cap
carlierin April froma period of
trading below.

India and China have
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Russia to
continue
oll supplies
to India

FE BUREAU
New Delhi, April 18

RUSSIA WILL CONTIMUE to
supply crude oil to India this
year, Russian deputy prime
minister Denis Manturovsaid,
adding that both countriesare
also in talks to increase bilat-
eral trade using their national
currencies.

“We have supplied (oil) to
India for a long time and
increased supplieslastyear.We
will continue to supply this
year,” Manturov said after
meeting finance minister Nir-
malaSitharaman in New Delhi.

Russia’s share in India’s
crude oil import basket rose to
arecord 28% in January, com-
pared to just 0.2% before the
Russian invasion of Ukraine on
February 24,2022, Asa result,
India's imports from Russia
more than quadrupled to
around S46 billionin FY 23,

“It is one of the aspects that
was discussed and is beneficial
tor both countries,” Manturov
said. India has been keen on
increasing the use of its rupee
currency fortradewith Russia.
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Windfall Tax Reimposed on Local Crude

Oil; Duty on Diesel Exports Scrapped

New Delhi: India Tuesday re-
imposed windfall tax on do-
mestically produced crude oil
at 6,400 per tonne and scrap-
ped export duty on diesel.

The export duty exemp-
tionfor petrol and aviation
turbine fuel (ATF) will
continue.

In the last revision the
Centre had reduced the wind-
fall profit tax on domestically
produced petrol tozero while it
has halved the levy on the ex-
port of diesel to 20.50 per litre.

The duty will be effective

from April19,accordingtoano-
tification issued by the Central
Board of Indirect Taxes and
Customs.

In the last revision the go-
vernment had cut the tax on

the export of diesel to .50
per litre from 1.

The latest revision comes
on the back of rise in oil pri-
ces, which have climbed up

following a surprise cut in pro-
duction Opec plus.

The tax rates are reviewed
every fortnight based on avera-
ge oll prices in the previous two
weeks. —Our Bureau



