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Aramco-Chinaink refinery deal

Bloomberg
feedﬁack@li'vem int.com

audi Aramco., the world’s
S biggest energy company,

has signed agreements
with Chinese partnersto build
astate-of-the-art refining com-
plex in the northeast region of
the Asian nation.

Aramco agreed to the deal
with North Huajin Chemical
and Panjin Xincheng to start
construction on the refinery
and petrochemical complexin
Liaoning Province, Amin Nas-
ser, the Saudi company’s presi-
dent and chief executive offi-
cer, said at the China Develop-
ment Forum in Beijing on
Sunday. “We see a major win-
win opportunity to build a
world-leading, integrated
downstream sector in China,
with special emphasis on the
high conversion of liquids
directly into chemicals as part
of our broader liquid-to-chem-
icalsbusiness expansion plans,”

Amin Nasser, Saudi Aramco

president and CEO REUTERS
Nasser said.

Aramco wantstobe anall-in-
clusive source of energy and
chemicals for China’s long-
term energy security and
China’s high-quality develop-
ment, he said.

Aninitial framework agree-
ment for the Liaoning refinery
was first signed during Saudi
Arabian King Salman bin
Abdulaziz’s visit to Beijing in
March 2017.

In a separate statement,

Aramco said construction is
duetostartin thesecond quar-
terand it expectsthe project to
be fully operational by 2026.
Aramcowill own 30%, Norinco
Groupsl%throughits subsidi-
ary North Huajin Chemical,
and Panjin Xincheng19% of the
jointventure.

The refining complex will
include 300,000 barrels-a-day
refinery and 1.65 million tons
steam cracker and Aramco will
supply up to 210,000 barrels
perday of crude oil feedstock to
the project.

In 2019, Aramco agreed to
set up a venture with two Chi-
nese partners when Crown
Prince Mohammedbin Salman
wasin Beijing in what was seen
as a landmark deal with a key
ally. However, the Saudis
briefly paused investment in
the refinery venture in 2020
amidan uncertainmarketout-
look when Covid lockdownsin
China throttled downstream
demand.
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M Cabinet to Consider Price
Caps on Majority of Natgas

NEW DELHI The Union Cabinet is

likely to soon consider imposing

capsoraceilingon price for major-

ity of natural gas produced inthe
country to keep input costs for users ranging
from CNG to fertilizer companies in check,
sources said. The government bi-annually
fixes prices of locally produced natural gas --
whichisconverted into CNG for use in automo-
biles, piped to household kitchens for cooking
and used to generate electricity and make
fertilisers. Two different formulas govern
rates paid for gas produced from legacy or old
fields of national oil companies like Qiland
Natural Gas Corporation (ONGC) and Qil India
Ltd (OIL), and that for newer fields lyingin
difficult totap areas such as deepsea.
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Ceiling on price
of gas on cards
to keep fertiliser
rates in check

The Union Cabinet is likely to soon consider imposing caps or
a ceiling on price for majority of natural gas produced in the
country to keep input costs for users ranging from CNG to fer-
tiliser companies in check, sources said.

The government bi-annually fixes prices of locally produced
natural gas — which is converted into CNG for use in automo-
biles, piped to household Kitchens for cooking and used to gen-

erate electricity and make fertilisers.
Two different formulae govern rates
paid for gas produced from legacy or
old fields of national oil companies like
Oil and Natural Gas Corporation
(ONGC) and 0il India (OIL), and that
for tapping newer fields lying in diffi-
cult areas such as deepsea. The global
spurt in energy prices after Russia's
invasion of Ukraine have led to rates
The government of locally produced gas climbing to
bi-annually record levels - $8.57 per million British
fixes prices of thermal unit for gas from legacy or old
locally produced fields and $12.46 per mmBtu for gas
natural gas from difficult fields.
These rates are due to revision on
April 1. Going by the current formula, prices of gas from legacy
fields are slated to climb to $10.7 per mmBtu with minor changes
in rates for gas from difficult fields, two sources with knowledge
of the matter said. Rates of CNG and piped gas for kitchens
have already jumped 70 per cent because of previous gas price
hike and would climb further, if April 1 rate revision happens.

Sources said the government had last year constituted a
committee under Kirit Parikh to look at revision in gas prices
thatbalances both local consumer and producer interest, while
at the same time advances the country's cause of becoming a
gas-based economy. The committee has recommended chang-
ing the indexation for gas from legacy fields to 10 per cent of
prevailing Brent crude oil prices instead of current practice of
using rates of gas in surplus nations to decide their price. This,
however, would be subject to a floor or base price of $4 per
mmBtu and cap or ceiling price of $6.50, they said. PTI
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Govt to consider price caps on gas
to keep users’ mput costs in check

These rates are due to revision on April 1. Going by the current formula,
prices of gas from legacy fields are slated to climb to $10.7 per mmBtu

OUR CORRESPONDENT

NEW DELHI: The Union Cab-
inet is likely to soon consider
imposing caps or a ceiling on
price for majority of natural
gas produced in the country to
keep input costs for users rang-
ing from CNG to fertilizer com-
panies in check, sources said.

The government bi-annu-
ally fixes prices of locally pro-
duced natural gas — which is
converted into CNG for use in
automobiles, piped to house-
hold kitchens for cooking and
used to generate electricity and
make fertilisers.

Two different formulas
govern rates paid for gas pro-
duced from legacy or old fields
of national oil companies like
Oil and Natural Gas Corpo-
ration (ONGC) and Qil India
Ltd (OIL), and that for newer
fields lying in difficult to tap
areas such as deepsea.

The global spurt in energy
prices post Russia’s invasion
of Ukraine have led to rates of
locally produced gas climbing to
record levels - $8.57 per million
British thermal unit for gas from
legacy or old fields and $12.46
per mmBtu for gas from diffi-
cult fields.

These rates are due to revi-
sion on April 1. Going by the
current formula, prices of gas

from legacy fields are slated
to climb to $10.7 per mmBtu
with minor changes in rates
for gas from difficult fields, two
sources with knowledge of the
matter said.

Rates of CNG and piped
gas for kitchens have already
jumped 70 per cent because
of previous gas price hike and
would climb further, if April 1
rate revision happens.

Sources said the government
had last year constituted a com-
mittee under Kirit Parikh to
look at revision in gas prices that
balances both local consumer
and producer interest, while
at the same time advances the
country’s cause of becoming a
gas-based economy.

The committee has recom-
mended changing the index-
ation for gas from legacy fields
to 10 per cent of prevailing
Brent crude oil prices instead of
current practice of using rates of
gas in surplus nations to decide
their price.

This, however, would be
subject to a floor or base price
of $4 per mmBtu and cap or
ceiling price of $6.50, they said.

At current Brent crude oil
price of $75 per barrel, the
price of gas should be $7.5 per
mmBtu but the fuel would be
priced only at $6.5 due to the
cap.

While leaving the formula
for difficult fields unchanged,
the panel suggested the price

band for current production
from legacy or old fields, which
make up for two-thirds of all gas
produced in the country and
is currently under the admin-
istered price mechanism, or
APM, until a full deregulation of
prices is implemented in 2027.

The panel suggested a 50
cents per mmbBtu increase in
the $6.50 ceiling every year to
slowly move toward the mar-
keting and pricing freedom for
APM fields.

Sources said inter-ministe-
rial consultations on the com-
mittee recommendations are
over and a note for consider-
ation of the Cabinet, largely
accepting the recommenda-
tions, has been moved.

The cabinet is likely to con-
sider it soon, they said.

The ceiling price covers for
the cost of production of pro-
ducers, while protecting con-
sumers particularly CNG users,
kitchens using piped cooking
gas and fertilizer plants who
had grappled with soaring input
cost.

APM gas makes up for
most of CNG and kitchen gas
supplies.

India aspires to become a
gas-based economy with the
share of natural gas in its pri-
mary energy mix targeted to
rise to 15 per cent by 2030 from

the existing level of around 6.3
per cent.

APM gas fields were allotted
to ONGC and OIL before 1999.
Production from these fields do
not attract profit-sharing with
the government, and their pric-
ing formula is benchmarked to
gas prices at international gas
hubs in surplus nations every six
months based on the weighted
average price. Prices were last
revised on October 1 and are
now due for revision on April 1.

To incentivize additional
production from a new well or
well intervention in the nomi-
nation blocks, the Kirit Parikh
committee recommended a
premium of 20 per cent over
and above the APM prices for
ONGC and OIL till complete
freedom.

As much as 34 per cent of
APM gas is allotted to the power
sector in 2021-22, 17 per cent
to the fertilizer industry, which
impacts food prices,and 22 per
cent to the city gas sector.

The committee also rec-
ommended that gas should be
brought under the Goods and
Services Tax, or GST, regime.
Having a common taxation
such as GST for gas in lieu of
state level VATs, which vary
from 3 per cent to as high as
24 per cent, will help develop
the market.
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High-level Indian delegation discusses
energy cooperation with Sri Lankan Prez

COLOMBO: A high-level
Indian delegation called on Sri
Lankan President Ranil Wick-
remesinghe here on Sunday
and briefed him on the devel-
opments in the jointly-identi-
fied priority areas for bilateral
collaboration in the crucial
energy sector.

President Wickremesinghe
provided his insights on the
early implementation of these
initiatives when the delegation
led by Pankaj Jain, Secretary,
Ministry of Petroleum Natural
Gas, met him, the Indian High
Commission here said.

It said India would gift
Sri Lanka 500 solar-powered
indoor cooking systems.

The Lanka India Oil Com-
pany (LIOC), the local opera-
tor of Indian Qil Corporation
(I0C), said the visiting Secre-
tary to the ministry of power

Sri Lankan President Ranil
Wickremesinghe

and natural gas Jain and Chair-
man IOC Shrikant Madhav
Vaidya had earlier visited the
Trincomalee eastern Sri Lan-
ka’s IOC terminal. Sri Lanka
and India run a joint ven-
ture storing fuel in the World
War II time storage tanks in
Trincomalee.

In January last year, Sri
Lanka formally signed an
agreement with India to jointly
develop the oil tank farms in

Trincomalee. The joint ven-
ture was finalised amid growing
concerns over China’s influence
in the island nation. Jain had
inaugurated three new LIOC
retail fuel sheds in their ongo-
ing expansion whilst address-
ing the chamber of commerce
and attended a meeting of
CEQs of Indian businesses
based in Sri Lanka.

Chairman IOC Vaidya said
he was delighted to have met
former World Cup-winning
Sri Lankan cricket captain
Arjuna Ranatunga. The top-
level Indian delegation on the
petroleum sector is expected to
have extensive talks with their
Lankan counterparts for fur-
ther collaboration, LIOC said.

Sri Lanka is completely
dependent on imported fuel,
which cost the cash-strapped
country close to a whopping

$4 billion last year.

The island nation has been
hit hard by a catastrophic eco-
nomic and humanitarian crisis,
sparked by years of mismanage-
ment and the raging pandemic.

Earlier this week, the IMF
approved a $3 billion bailout
programme to help Sri Lanka
overcome its economic cri-
sis and catalyse financial sup-
port from other development
partners, a move welcomed by
Colombo as a “historic mile-
stone” in the critical period.

Analysts say the move is
expected to play a major role in
stabilising Sri Lanka’s economy.

In such a scenario, a visit
from a high-level Indian dele-
gation is seen as India’s attempt
to forge long-term deals in Sri
Lanka’s energy sector to coun-
ter China’s growing influence
in the country. PTI
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Indian delegation discusses
energy coop with SL Prez

PTI m COLOMBO

high-level Indian delega-

tion called on Sri Lankan
President Ranil
Wickremesinghe here on
Sunday and briefed him on the
developments in the jointly-
identified priority areas for
bilateral collaboration in the
crucial energy sector. President
Wickremesinghe provided his
insights on the early implemen-
tation of these initiatives when
the delegation led by Pankaj
Jain, Secretary, Ministry of
Petroleum Natural Gas, met
him, the Indian High
Commission here said. It said
India would gift Sri Lanka 500
solar-powered indoor cooking
systems.

The Lanka India Oil
Company (LIOC), the local
operator of Indian Oil
Corporation (IOC), said the
visiting Secretary to the min-
istry of power and natural gas
Jain and Chairman 10C
Shrikant Madhav Vaidya had
earlier visited the Trincomalee
eastern Sri Lanka’s IOC termi-
nal. Sri Lanka and India run a
joint venture storing fuel in the

World War II time storage
tanks in Trincomalee.

In January last year, Sri
Lanka formally signed an agree-
ment with India to jointly
develop the oil tank farms in
Trincomalee.

The joint venture was
finalised amid growing con-
cerns over China’s influence in
the island nation. Jain had
inaugurated three new LIOC
retail fuel sheds in their ongo-
ing expansion whilst addressing
the chamber of commerce and
attended a meeting of chief
executive officers of leading
Indian businesses based in Sri
Lanka.

Chairman IOC Vaidya said
he was delighted to have met
former World Cup-winning Sri
Lankan cricket captain Arjuna
Ranatunga.

The top-level Indian dele-
gation on the petroleum sector
is expected to have extensive
talks with their Lankan coun-
terparts for further collabora-
tion, LIOC said. LIOC provid-
ed much assistance to Sri
Lankan fuel consumers at the
height of the country’s worst
£conomic crisis.



MINT, Delhi, 27.3.2023

Page No. 7, Size:(22.57)cms X (9.56)cms.

Oil traders’ bearish turn signals prices may remain low

Bloo

feedback@livemint.com

sk the world’s biggest
A oil traders where the

market is headed as
prices hover near a 15-month
low, and you'll hear almost
universal agreement: The
stage is set for arally.

Butan examination of trad-
ing datatells a much different
story. In the past two weeks,
speculators have cut bullish
positions in US crude to the
lowest in more than a decade
while bets on a downturn are
at a four-year high. The
options market shows similar
pessimismin the so-called put
skew, a measure of bearish-
ness.

The dissonance under-
scoresatension that has been
prevalent in the market for

some time. The long-term out-
look for prices is mostly bullish
as US production stagnates
while Chinese demand is
expectedto rebound and Rus-
sian output is projected to
drop.

But the near-term head-
winds are significant, and pri-
ces have plunged this month
as speculation mounts that
weakness in the banking sys-
tem could spark a full-blown
recession.

Traders “can still have a
bullish thesis but realize sur-
viving the next month is mis-
sion critical,” said Rebecca
Babin, a senior energy trader
at CIBC Private Wealth. “Many
investors are insurvival mode
here.”

The 4% rout in pricessince
early this month reflects the
mad rush for the exits as inves-

Oil-price optimists point out that some of the current market
weakness comes as Russian oil exports remain stubbornly high. ap

tors dumped futures. That
forced Wall Street banks and

other financial firms to cover

their positions in the options
market, accelerating the sell-
off.

While top oil traders, from
Trafigura Group to Pierre

Andurand, continue to argue
that prices willlikely rebound
soon, many aren'tactually tak-
ingonthose positions. Instead,
bearish speculators appearto
be in thedriver’s seat.
Andurand said in a 23
March tweet that holding oil

was “the least fashionable
thing on the planet at the
moment.” His main Andurand
Commodities Discretionary
Enhanced Fund has tumbled
about40% this year, according
to people with knowledge of

ting on bullish positions, con-
sumers stand to benefit if pri-
cesstaymuted. Thatcould also
potentially reduce pressure on
inflation and ease the Federal
Reserve's job of getting
broader price increases under

the matter who control,

asked not to be The 14% rout in For now, mar-
identified dis-  pricessinceearly ketsareshowing
cussing private this month little conviction

data.

Qil-price opti-
mists point out
that some of the
current market
weakness comes
as Russian oil
exports remain stubbornly
high and French refinery
strikes keep crude supplies
ample, factors that could fade
away in coming weeks.

And of course while cheap
oil is painful forthe traderssit-

reflects the mad

rush for the exits
as investors

dumped futures

inarally laterthis
year. One gauge
of oil market
health—the
spread between
US futures for
immediatedeliv-
ery and 6 months in the future
—isnarrowingastraders price
in smaller increases ahead.
And the gapbetween Decem-
ber2023and December2024.
hasslumped tonearthe tight-
estthis year.
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