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domesticcrudeappearstoha-

ve tipped the balance in favo-
ur of producers as green sho-
ots of a free market emerge.
Intermdealssignedafter get-
ting marketing freedom, sta-
te-run producer ONGC is
commanding a premium
over Brent for Mumbai off-
shore oil in spite of attempts
by buyers, also from the pub-
lic sector, to beat down prices
by leveraging discounts on
Russian supplies.

Bharat Petroleum and
Hindustan Petroleum recent-
ly entered into term deals
with ONGC for4.5million ton-
nes of Mumbai crude at a pri-
ce benchmarked to Brent plus
a premium of 1%. So, at the
prevalent $80 per barrel price
of Brent, ONGC will realise
an additional income of $0.8,
people in the know said.

ONGC opted for term deal
after it faced demand for dis-
counts when it started hol-
ding quarterly auctions to sell
oil after deregulation. The
firstauction in November last
year attracted a premium of
$0.5 over the average monthly
price of Brent.

Thissparked fearsthatre-
finers could come together
and beat down prices in auc-
tions. IndianOil also levera-
ged its leading position to se-
ek hefty discounts. Faced
with the arguments, the oil
ministry cleared the term
deal route.

As reported first by TOI,
the government had in June
last year abolished the rule
under which oil from blocks
awarded before 1999 without
auction must be sold to go-
vernment-nominated custo-
mers, mostly state refiners.
The old rule had led to produ-
cers such as ONGC and 0il
India not getting the best
market price.

ONGC produces 13-14 mil-
lion tonnes per annum of cru-
deoilfromitsfieldsinthe Ara-
bian Sea, off the Mumbai co-
ast. In addition to BPCL and
HPCL, a deal was also signed
with its subsidiary MRPL for
asmall quantity.
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domesticcrudeappearstoha-

ve tipped the balance in favo-
ur of producers as green sho-
ots of a free market emerge.
Intermdealssignedafter get-
ting marketing freedom, sta-
te-run producer ONGC is
commanding a premium
over Brent for Mumbai off-
shore oil in spite of attempts
by buyers, also from the pub-
lic sector, to beat down prices
by leveraging discounts on
Russian supplies.

Bharat Petroleum and
Hindustan Petroleum recent-
ly entered into term deals
with ONGC for4.5million ton-
nes of Mumbai crude at a pri-
ce benchmarked to Brent plus
a premium of 1%. So, at the
prevalent $80 per barrel price
of Brent, ONGC will realise
an additional income of $0.8,
people in the know said.

ONGC opted for term deal
after it faced demand for dis-
counts when it started hol-
ding quarterly auctions to sell
oil after deregulation. The
firstauction in November last
year attracted a premium of
$0.5 over the average monthly
price of Brent.

Thissparked fearsthatre-
finers could come together
and beat down prices in auc-
tions. IndianOil also levera-
ged its leading position to se-
ek hefty discounts. Faced
with the arguments, the oil
ministry cleared the term
deal route.

As reported first by TOI,
the government had in June
last year abolished the rule
under which oil from blocks
awarded before 1999 without
auction must be sold to go-
vernment-nominated custo-
mers, mostly state refiners.
The old rule had led to produ-
cers such as ONGC and 0il
India not getting the best
market price.

ONGC produces 13-14 mil-
lion tonnes per annum of cru-
deoilfromitsfieldsinthe Ara-
bian Sea, off the Mumbai co-
ast. In addition to BPCL and
HPCL, a deal was also signed
with its subsidiary MRPL for
asmall quantity.
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From butter to bioCNG, Amul gets future-ready

GOING GREEN. After tasting success in its pilot project, the diary co-operative major now plans to set up four more bioCNG plants with ¥230 cr investment

—
Richa Mishra
Hyderabad

Amul doesn’t want to re-
main merely a part of the
‘White Revolution but aims
to be an active participant in
India’s go-green story. After
tasting success with its
bioCNG pilot project in
Banas Dairy, Gujarat, it is
now striving to become a
key player in representing
the circular economy.

Four new plants are com-
ing up in Banaskantha with
an investment of 3230
crore, said Jayen Mehta,
Managing Director of Amul
marketer Gujarat Cooperat-
ive Milk Marketing Federa-
tion (GCMMF), in a quick
chat with businessline said.

The timing seems to be
perfect as the Centre has
just announced the mandat-
ory blending of compressed
bio-gas (CBG) in CNG

(transport) and piped nat-
ural gas (domestic) seg-
ments of the City Gas Dis-
tribution (CGD) sector. Ina
statement on Saturday, the
Ministry of Petroleum and
Natural Gas said that the
“CBG Blending Obligation
(CBO) will promote produc-
tion and consumption of
CBG in the country.”

CBG BLENDING

Hardeep Singh Puri, Minis-
ter of Petroleum and Nat-
ural Gas and Housing and
Urban Affairs, said this is a
major step towards enhan-
cing the use and adoption of
CBG.

The National Biofuels
Coordination Committee
(NBCC), chaired by Puri, on
Saturday, announced the in-
troduction of phase-wise
mandatory blending of CBG
in CNG and PNG segments.

The key objectives of the
CBO are to stimulate de-

The pilot project,
exemplified by the
Banas bioCNG Plant
initiated by Banas
Dairy, has been
successfully running
for the past three
years. It has supplied
clean fuel to one lakh
CNG vehicles in

the district

JAYEN MEHTA

MD, GCMMF

mand for CBG in the CGD
sector, substitute imports
for liquefied natural gas
(LNG), save on forex, pro-
mote a circular economy,
and assist in achieving the
target of net zero emission
etc., the statement said.
According to the state-

ment, the CBO will be vol-
untary till FY25 and man-
datory blending obligation
will start from FY26. The
CBO shall be kept as 1 per
cent, 3 per cent, and 4 per
cent of the total CNG/PNG

consumption for FY26,
FY27 and FY28, respect-

ively. From FY29, the CBO
will be 5 per cent.

“The pilot project, exem-
plified by the Banas BioCNG
Plant initiated by Banas
Dairy, has been successfully
running for the past three
vears. It has supplied clean
fuel to approximately one
lakh CNG vehicles in the
district and has become a
prime example of a project
benefiting multiple stake-
holders,” Mehta said.

“This initiative not only
provides farmers with an
additional income source
but also offers clean fuel and
organic fertiliser. It helps
reduce the government’s
financial burden on chem-
ical fertiliser subsidies and
import of fuel. Processing
over 3.4 crore kg of dung un-
derscores the positive and
sustainable impact of this
project on both the agricul-
tural and energy sectors,”
he said.

Mehta had first shared
this green initiative at the
businessline Changemaker
awards held recently.

INVESTMENTS

On what kind of investment
is required to set up a plant,
he said, it is similar to other
initiatives like land, plant,
machinery, etc. Other in-
vestments required are:
Raw material collection in-
frastructure, development
and R&D for the production
of gas at a cheaper cost by
providing maximum benefit
to farmers, farmer aware-
ness of the fertiliser, and
market development for the
gas and fertiliser, he
elaborated.

On the question on how
this fuel will be flown into
the market, Mehta said,
“The introduction  of
BioCNG into the market
follows a two-fold strategy.
Firstly, BioCNG, being sim-

ilar to CNG, can seamlessly
be utilised as an alternative
fuel for CNG vehicles, as ex-
emplified by its current us-
age in Banas Dairy’s Dama
Plant. This direct applica-
tion in CNG vehicles en-
sures a smooth integration
into the market. *

“Secondly, aligning with
government mandates,
there will be subsequently a
mandatory introduction of a
5 per cent CBG mandate for
all organisations involved in
marketing natural and bio-
gas. This regulation will cre-
ate a structured framework
for the inclusion of biogas
into the market, promoting
its adoption across various
sectors.”

Also, the existing sub-
stantial subsidies on chem-
ical fertilisers may act as a
barrier to the widespread
adoption of organic fertil-
isers  produced  from
BioCNG plants, he said.
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India to push for biofuels at
OP28 in oil-producing UAE

Lighting of iconic Burj Khalifa with GBA, industry roundtable on alliance also planned

utpal_b@lrveml'ntcom
NEW DELHI

ndia plans to showcase the Global

Biofuels Alliance (GBA) at the

upcoming UN Climate Conference

(COP28) in the UAE, one of the

world’s leading oil-producing
nations.

As part of the advocacy, the govern-
ment also plans to light up the iconic
Burj Khalifa with ‘GBA', said two people
aware of the development.

The marqueealliance with India, the
USand Brazil asits founding members
was launchedatthe G20 summit hosted
by New Delhi in September, and has
grown rapidly, with a total of 22 coun-
tries having agreed tojoin the GBA.

Thealliance hasan eye on the Orga-
nization of the Petroleum Exporting
Countries (Opec)-plus grouping, of
which the UAE is a member, but is yet
to find support from Saudi Arabia and
Russia.

The plan also involves
holdinganindustryround-
table on what the GBA
would mean for the
industry.

The move also gives a
signal tothe Opec+group-
ing, which hasignored calls
by New Delhito increase pro-
duction amid record high prices of
petroleum products.

Russia, meanwhile, is part of the
Opec+ that has been announcing suc-
cessive production cutsat atime when

22

countries have |
agreed tojoin |
the GBA

—

lLaunch of
Global Biofuels A

Prime Minister Narendra Madi with world leaders at the launch of the Global

lliance

Biofuels Alliance, on the sidelines of the G20 Summit in New Delhi, on 9 Sep. PIB

global economicrecovery has been frag-
ile. “We will showcase GBA at COP as
advocacy. While we are the latest
entrant, we are here and we are actually
goingto helpyou in decarboni-
zation. Also, we will light up
Burj Khalifa with GBA. We
are looking at booking a
slot,” said one of the two
government  officials
cited above requesting

/ anonymity.
y There isa growing trac-
" tion for biofuels, with the
global ethanol market valued at
$99.06 billion in 2022 and predicted to
grow ata CAGR of 5.1% toreach $162.12
billion by 2032 . GBA founders USA
(52%), Brazil (30%) and India (3%) con-

tribute 85% to ethanol production and
make up 81% of consumption. Within a
short period, a total of 12 international
organizations have also agreed to join
the GBA.

These include eight
countries of the G20
grouping—USA, Brazil,
India, South Africa,
Argentina, Italy, Canada
and Japan. The other
countries include the
UAE, Singapore, Sri Lanka,
Bangladesh, Mauritius, Phil-
ippines, Paraguay, Guyana, Ice-
land, Uganda, Finland, Kenva, Tanza-
nia and Seychelles.

A dozeninternational organizations
include the World Bank, Asian Develop-

0,
3%
Indiashare of the |

total global
biofuelmarket /

ment Bank, International Energy
Agency, and International Civil Aviation
Organization.

“India has only 3% of the total global
biofuel market in the world, yet we are
becomingaleaderin that. How did we
createaniche space for India? One isthe
trajectory of uptake of biofuels. That in
itsellis a heartening experience from
where we were to where we are now.
Thesecond thingisifwe gettohave the
standards, the way inwhich theindustry
inIndiawill get to benefit, thenwe have
created aspace forour companies,” the
first official said.

Queries emailed to thespokespersons
of India’s ministries of petroleum and
natural gas, external affairs and environ-
ment, forest and climate change on
Wednesday evening remained unan-
swered at presstime.

The GBA’s focus is on speeding up
biofueladoption, creating new biofuels,
setting internationally recognized stan-
dards and codes, identifying global best

practices, and ensuring industry
participation to have quanti-
fiable outputs.

While first generation
biofuels are produced
fromsugar, starch, corn,
wheat and broken rice,

among others, 2G orsec-
ond-generation biofuels

- .
g are produced from various

typesofnon-food biomass, such
as plant materials and animal waste.
And 3G biofuel is produced from
microorganisms such as bacteria and
algae.
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Kutch fuels green hydrogen mission

ZERO-CARBON ZONE. Deendayal Port Authority, Adani Group line up funds to produce clean energy on Gujarat coast
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SEA CHANGE. Manufacturing, storage, and bunkering facilities for green hydrogen at Indian ports can attract shipping lines looking to refuel sustainably for the onward journey isrockeom

—
TE Raja Simhan

utch in Gujaratis a crown jewel

inthe port sector of not just the

State but the entire country

too. Deendayal port (DP) in
Kandla, a major port under the control of
the Centre, and the Adani group’s Mun-
dra port have contributed in huge meas-
ure to the region’s prosperity. The two
ports, separated by 75 km, together
handled 476 million tonnes (mt) of cargo
— Mundra 339 mt; and DP 137 mt — in
2022-23.

An added boost to the region’s eco-
nomic development is the upcoming
green hydrogen hub with massive invest-
ment from both ports — nearly 31.45
lakh crore from DP and $50 billion from
the Adani group — over the next ten
years, depending on market conditions.

At the Global Maritime India Summit
2023, held in Mumbai in October, the
Deendayal Port Authority (DPA) entered
into 13 memorandums of understanding
(MoUs) with leading companies engaged
inthe development of green hydrogen, its
derivatives, and associated infrastruc-
ture. Some of the prominent names in-
clude ReNew E-Fuels; Statkraft India;
Welspun New Energy; Sembcorp Green
Hydrogen India; Hygenco Green Ener-

gies; Torrent Power Ltd; NTPC Green
Energy; and Greenko ZeroC.

“DPA has disclosed these develop-
ments on its extensive land bank of
26,000 acres, and the land e-auction pro-
cess for setting up such provision was ini-
tiated on October 16. We have got good
response from the companies for the
tender,” SK Mehta, Chairperson, DPA,
said.

The DPA has opted for a composite
plant to manufacture green hydrogen and
green ammonia. “We have identified 300
acres for 1 MT per annum (MTPA) of am-
monia. We have floated tenders for 12
land parcels of 300 acres each,” he said.

LIQUID CARGO FACILITY
Mehtaattributed the good response from
large companies to the fact that DP
already has a good ecosystem for liquid
cargo handling. It has tank farms of the
highest capacity in South Asia at 35 lakh
kilo litres. It has as many as seven oil jet-
ties and pipelines, with the eighth nearing
completion by the end of this financial
year. Three more oil jetties are being
planned, he said.

The Adani group, on its part, has set up
a wholly owned subsidiary called Adani
New Industries Ltd (ANIL) to invest in
backward integration as part of its
planned green hydrogen venture. Itis de-
veloping end-to-end solutions to produce

green hydrogen and its associated sus-
tainable derivatives at scale.

The first project for the production of 1
MTPA green hydrogen is being imple-
mented in phases in Gujarat, with pro-
duction from the initial phase expected
by FY2027. ANIL aims to increase its
green hydrogen capacity to 3 MTPA over
the next 10 years.

ANIL's green hydrogen generation in-
cludes production of downstream deriv-
ative products such as green ammonia,
green methanol, and sustainable aviation
fuel, among others.

Varun Gogia, Assistant Vice President,
ICRA Ratings, says the successful execu-
tion of the proposals will enable the ports
to achieve their net-zero targets while
also aiding emission cuts by industries in
the hinterland. However, given that green
hydrogen and its derivatives cost way
higher than conventionally produced
grey hydrogen, the progress on the an-
nounced projects remains to be seen.

The setting up of green hydrogen man-
ufacturing, storage, and bunkering facilit-
ies may enable Indian ports to increase
direct port calls as shipping lines may
prefer a source of clean fuel for their on-
ward journey, thereby aiding overall re-
duction in emissions, Mehta said.

Green hydrogen is seen critical for the
country’s future energy security. Cur-
rently India spends over $160 billion on

energy imports, which are likely to
double in the next 15 years without an al-
ternative solution. With the approval of
the Kutch projects, the stage is set for In-
dia to become a global champion of green
hydrogen production, a government re-
lease said a year ago.

ENERGY TRANSITION

Addressing the nation on its 75th Inde-
pendence Day, Prime Minister Narendra
Modi had announced the National Hy-
drogen Mission to make India a hub for
the production and export of green hy-
drogen. India is at a crucial juncture in its
energy transition efforts and green hy-
drogen is expected to playa critical role in
achieving self-reliance in energy supply.

On January 4, 2022, the National
Green Hydrogen Mission was approved
by the Union Cabinet. By 2030 the plan is
to develop green hydrogen production
capacity of at least 5 MTPA, with an asso-
ciated renewable energy capacity addi-
tion of about 125 GW at an investment of
over ¥8-lakh crore. It will lead to a cumu-
lative reduction in fossil fuel imports by
over ¥1-lakh crore and abatement of
nearly 50 MT of annual greenhouse gas
emissions, the release said.

It would be interesting to see who will
be the first mover — DP or the Adani
Group — in setting up a green hydrogen
project.
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ONGC charges premium over Brent in oil deals

ndia's top oil and gas pro-

ducer ONGC has signed
term contracts with refiners to
sell crude oil it produces from
Mumbai offshore fields at a
premium to international
benchmark Brent, sources said.

0il and Natural Gas
Corporation (ONGC) has
signed deals to sell about 4.5

to Bharat Petroleum
Corporation Ltd (BPCL) and
Hindustan Petroleum
Corporation Ltd (HPCL).
The oil has been priced at the
prevailing Brent crude oil price
plus 1 per cent, company
sources said.

Brent, the world's best known
benchmark for the raw mater-
ial that is converted into fuels

like petrol and diesel in refiner-
ies, is trading at USD 80 per

barrel. As per the pricing in the
term contracts, ONGC would
get USD 80 plus USD 0.8 for
the oil it will sell to HPCL and
BPCL.

ONGC produces 13-14 million
tonne per annum of crude oil
from its fields in the Arabian
Sea, off the Mumbai coast. In
June last year, the government
abolished a rule that said oil
from blocks awarded prior to

1999 must be sold to govern-
ment-nominated customers,
mostly state refiners. The old
rule had led to producers such
as ONGC and Oil India not
getting the best market price.
Subsequent to that rule change,
ONGC started quarterly auc-
tions of crude oil produced
from Mumbai High and
Panna/Mukta fields in the
western offshore.
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ONGC charges premium over Brent deals
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ducer ONGC has signed

term contracts with refiners
to sell crude oil it produces
from Mumbai offshore fields at
a premium to international
benchmark Brent, sources
said.

Oil and Natural Gas Corpo-
ration (ONGC) has signed
deals to sell about 4.5 million
tonne of crude oil each to Bha-
rat Petroleum Corporation Ltd
(BPCL) and Hindustan Petro-
leum Corporation Ltd (HPCL).

The oil has been priced at
the prevailing Brent crude oil
price plus 1%, company sour-
ces said.

Brent, the world’s best
known benchmarkfortheraw
material that is convertedinto
fuels like petrol and diesel in
refineries, is trading at $80 per
barrel. As perthepricinginthe
term contracts, ONGC would

I ndia’s top oil and gas pro-

ONGC inks contracts with BPCL and HPCL, pricing crude at 1%

above Brent benchmark.

get $80 plus $0.8 for the oil it
willsell to HPCL and BPCL.
ONGC produces 13-14 mil-
lion tonne per annum of crude
oil from its fields in the Ara-
bian Sea, off the Mumbai coast.
In June last year, the govern-
ment abolished arule that said
oil from blocks awarded prior
to 1999 must be sold to gov-
ernment-nominated custom-

BLOOMBERG

ers, mostly state refiners. The
old rule had led to producers
such as ONGC and Oil India
not getting the best market
price.

Subsequent to that rule
change, ONGC started quar-
terly auctions of crude oil pro-
duced from Mumbai High and
Panna/Mukta fields in the
western offshore.

While the company got a
slight premium over Brent—
the crude oil its Mumbai off-
shoreis closest in quality to—
in the initial auction, refiners
like Indian Oil Corporation
(IOC) started seeking dis-
countsequivalent to one they
got on Russian oil, sources
said.

Following Moscow's inva-
sion of Ukraine in February
last year, Russian oil wassanc-
tioned and shunned by Euro-
peanbuyersand somein Asia,
such asJapan. Thisled to Rus-
sian Urals crude being traded
at a discount to Brent crude
(the global benchmark).

The discount on Russian
Urals grade was as highas$ 30
a barrel in the middle of last
year and now around $6-7.
Sources said refiners like IOC
argued that they needed dis-
countsas they suffered losses
on selling petrol and diesel at
below cost to keepinflationin
check.
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ONGC charges
premium over
Brent in BPCL
& HPCL deals

PRESS TRUST OF INDIA
New Delhi, November 26

INDIA'S TOP OIL and gas producer
ONGC has signed term contracts
withrefiners to sell crude oil it pro-
duces from Mumbai offshore fields
at a premium to international
benchmark Brent, sources said.

Oil and Natural Gas Corpora-
tion (ONGC) has signed deals to
sell about 4.5 million tonne ot
crudeoileachtoBharat Petroleum
Corporation Ltd (BPCL) and
Hindustan Petroleum Corporation
Ltd (HPCL).

The il has been priced at the
prevailing Brent crude oil price plus
1%, company sources said.

Brent, the world’s best known
benchmark for the raw material
that is converted into fuels like
petrol and diesel in refineries, is
tradingat $80 perbarrel. As perthe
pricing intheterm contracts, ONGC
would get $80 plus $0.8 for the oil
it will sell to HPCL and BPCL.

FINANCIAL EXPRESS
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ONGC charges premium over Brent
in crude oil deals with BPCL., HPCL

ONGC o sell about 4.5 mn lonne of crude oil each lo BPCL, IHPCL

OUR CORRESPONDENT

NEW DELHI: India’s top oil
and gas producer ONGC has
signed term contracts with
refiners to sell crude oil it pro-
duces from Mumbai offshore
fields at a premium to inter-
national benchmark Brent,
sources said.

Oil and Natural Gas Cor-
poration (ONGC) has signed
deals to sell about 4.5 mil-
lion tonne of crude oil each
to Bharat Petroleum Corpora-
tion Ltd (BPCL) and Hindu-
stan Petroleum Corporation
Ltd (HPCL).

The oil has been priced at
the prevailing Brent crude oil
price plus 1 per cent, company
sources said.

Brent, the worlds best
known benchmark for the raw
material that is converted into
fuels like petrol and diesel in
refineries, is trading at $80 per
barrel. As per the pricing in the
term contracts, ONGC would
get $80 plus $0.8 for the oil it
will sell to HPCL and BPCL.

ONGC produces 13-14 mil-
lion tonne per annum of crude
oil from its fields in the Arabian
Sea, off the Mumbai coast. In
June last year, the government
abolished a rule that said oil
from blocks awarded prior to
1999 must be sold to govern-
ment-nominated customers,
mostly state refiners. The old
rule had led to producers such
as ONGC and Oil India not
getting the best market price.

Brent crude is trading at $80 per barrel.
As per the pricing in the term contracts,
ONGC would get $80 plus $0.8 for the
oil it will sell to HPCL and BPCL

Subsequent to that rule
change, ONGC started quar-
terly auctions of crude oil pro-
duced from Mumbai High
and Panna/Mukta fields in the
western offshore.

While the company got a
slight premium over Brent - the
crude oil its Mumbai offshore is
closest in quality to - in the ini-
tial auction, refiners like Indian
il Corporation (I10C) started
seeking discounts equivalent
to one they got on Russian oil,
sources said.

Following Moscow’s inva-
sion of Ukraine in February
last year, Russian oil was sanc-
tioned and shunned by Euro-
pean buyers and some in Asia,
such as Japan. This led to Rus-

sian Urals crude being traded at
a discount to Brent crude (the
global benchmark).

The discount on Russian
Urals grade was as high as $30 a
barrel in the middle of last year
and now around $6-7. Sources
said refiners like IOC argued
that they needed discounts as
they suffered losses on selling
petrol and diesel at below cost
to keep inflation in check.

ONGC resisted the dis-
counts arguing that the gov-
ernment has taken away all
upsides of the recent surge
in oil prices through a levy
of windfall profit tax. And as
a way out, it floated the idea
of a term contract - selling a
fixed quantity of oil in a yearat

the pre-agreed benchmark. It
first signed a pact to sell 4 mil-
lion tonne per annum plus an
optional 0.5 million tonne of
crude oil to BPCL, which hasa
refinery to convert the crude oil
into fuels like petrol and diesel
at Mumbai.

This was followed by a sim-
ilar pact with HPCL, which
too has a refinery at Mumbai.
ONGC also signed a pact to
sell smaller volumes to its sub-
sidiary Mangalore Refinery and
Petrochemicals Ltd (MRPL),
they said. In the first auction
last year, ONGC had offered
33 lots of 412,500 barrels each
- 26 cargoes from Uran near
Mumbai and seven cargoes
trom Mumbai offshore - for
sale starting November 1, 2022
at a minimum $0.5 premium
over the average monthly price
of Brent.

All the cargoes were sold to
state refiners except one, which
was awarded to Reliance Indus-
tries Ltd, sources said adding
the refiners bid to pay a pre-
mium of $1.80-1.85 per barrel
for cargoes from Uran, where
supplies come through a pipe-
line, $3.8-6.5 per barrel for off-
shore cargoes and about $1.55
per barrel for a parcel from
Panna-Mukta field.

Uran cargoes fetch a lower
premium as local taxes make
the crude costlier than offshore
supplies. Pipelines from fields
in Mumbai offshore directly
connect to BPCL and HPCLs
Mumbai refineries.
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ONGC Charges Premium Over Brent
in Crude Oil Deals with BPCL, HPCL

Press Trust of India

New Delhi: India's top oil and gas
producer ONGC has signed term
contracts with refiners to sell crude
oil it produces from Mumbai offsho-
re fields at a premium to internatio-
nal benchmark Brent, sources said.
0il and Natural Gas Corporation
(ONGC) has signed deals to sell abo-
ut4.5million tonne of crude oil each
to Bharat Petroleum Corporation
Ltd (BPCL) and Hindustan Petrole-
um Corporation Ltd (HPCL).

Theoilhasbeenpricedatthepreva-
iling Brent crude oil price plus 1 per
cent, company sources said.

Brent, the world's best known
benchmark for the raw material that
isconverted intofuelslike petroland
diesel in refineries, is trading at $80
per barrel. As per the pricing in the
term contracts, ONGC would get $80
plus $0.8 for the oil it will sell to
HPCL and BPCL.

ONGC produces13-14 million tonne
per annum of crude oil from its fi-
elds in the Arabian Sea, off the
Mumbai coast. In June last year, the
governmentabolished arule that sa-
id oil from blocks awarded prior to
1999 must be sold to government-no-
minated customers, mostly state re-
finers. The old rule had led to produ-
cers such as ONGC and Oil India not
getting the best market price.

Subsequent to that rule change,

REUTERS

ONGC started quarterly auctions of
crude oil produced from Mumbai
High and Panna/Mukta fields in the
western offshore.

While the company got a slight pre-
mium over Brent - the crude oil its
Mumbai offshore is closest in quali-
ty to - in the initial auction, refiners
like Indian Oil Corporation (IOC)
started seeking discounts equiva-
lenttoonethey goton Russian oil, so-
urcessaid.

Following Moscow's invasion of
Ukraine in February last year, Rus-
sianoil wassanctioned and shunned
by European buyers and some in
Asia, such as Japan. This led to Rus-
sian Urals crude being traded at a
discount to Brent crude (the global
benchmark).

The discount on Russian Urals gra-
de was as high as $30 a barrel in the
middle of last year and now around
$6-7. Sources said refiners like I0C
argued that they needed discounts
as they suffered losses on selling pet-
rol and diesel at below cost to keep
inflation in check.

ONGC resisted the discounts argu-
ing that the government has taken
away all upsides of the recent surge
in oil prices through a levy of wind-
fall profit tax. And asa way out, it flo-
ated the idea of a term contract - sel-
lingafixed quantity of oilinayearat
the pre-agreed benchmark. It first
signed a pact to sell 4 million tonne
per annum plus an optional 0.5 mil-
lion tonne of crude oil to BPCL,
which has a refinery to convert the
crude oil into fuels like petrol and di-
eselat Mumbai.

This was followed by a similar pact
with HPCL, which toohas arefinery
at Mumbai. ONGC alsosigned a pact
to sell smaller volumes to its subsidi-
ary Mangalore Refinery and Petro-
chemicals Ltd (MRPL), they said. In
thefirstauctionlast year, ONGC had
offered 33 lots of 412,500 barrels each
-26 cargoes from Uran near Mumbai
and seven cargoes from Mumbai off-
shore - for sale starting November 1,
2022 at a minimum $0.5 premium
over the average monthly price of
Brent.

Allthe cargoes were sold to statere-
finers except one, which was awar-
ded to Reliance Industries Ltd, sour-
ces said adding the refiners bid to
pay a premium of $1.80-1.85 per bar-
rel for cargoes from Uran, where
supplies come through a pipeline,
£3.8-6.5 per barrel for offshore cargo-
es and about $1.55 per barrel for a
parcel from Panna-Mukta field.
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ONGC charges premium over Brent in oil deals with BPCL, HPCL

PT1/ New Delhi

India’s top oil and gas producer
ONGC has signed term contracts
with refiners to sell crude oil it
produces from Mumbai offshore
flelds at a premium to interna-
tional benchmark Brent, sources
said.

Ofl and Natural Gas Corpora-
tion (ONGC) has signed deals to
sell about 4.5 million tonne of

crude ofl each to Bharat Petrole-
um Corporation Ltd (BPCL) and
Hindustan Petroleum -
tion Ltd (HPCL). The oil has been
priced at the prevailing Brent
crude oil price plus 1 per cent,
company sources said.

Brent, the world’s best known
benchmark for the raw material
that is converted into fuels like
petrol and diesel in refineries, is
trading at USD 80 per barrel. As

ONGC has signed deals

to sell about 4.5 million

tonne of crude oil each
to HPCL and BPCL

per the pricing in the term con-
tracts, ONGC would get USD 80
plus USD 0.8 for the oil it will sell
to HPCL and BPCL.,

ONGC produces 1314 million

tonne per annum of erude oil
from its fields in the Arabian Sea,
off the Mumbai coast. In June
last vear, the government abol-
ished a rule that said oil from
blocks awarded prior to 1999
must be sold to government-nom-
inated customers, mostly state re-
finers. The old rule had led to pro-
ducers such as ONGC and Oil In-
dia not getting the best market
price.
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ONGC sells crude
oil at premium
to BPCL, HPCL

OMNGC has signad term con-
tracts wilh refiners Lo sell
crude oil from its Mumbal off-
shore fields at a premium to
nternational benchmark Brent,
sources said. It has signed
deals to sell about 4.5 million
tonne of crude oil sach to
2PCL and HPCL. tional bench-
mark Brent, sources said, The
ail has been priced at the pre-
vailing Brent crude oil price
olus * per cent, company
sources said,
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® INDIAN CRUDE BASKET SEEN AT $85-$90/BARREL TILL YEAR-END

Subdued crude prices: H2
inflation outlook now stable

ARUNIMA BHARADWAJ

NEW DELHI, November 26

THE UPSIDE RISK to inflation from
crudeoil prices that persisted till early
October seems to have ebbed. Ana-
lysts have revised estimates of infla-
tion now to be around 5.4% for the
remainingmonthsof FY24.,

Crude prices are expected to
remain subdued amid concerns of
sluggish demand fromtopimporters
and tightening global supply at the
same time. The prices, which had
touched a peakof $97 a barrelinlate
September and then remained
volatile on the back of conflict in
Israal, have nowcrawled back totheir
earlierlevels of $75-580abarrel.

“The CPl inflationprint in India is
showinga steady decline from 6.8%
in August to 5.02% in September to
4.87% in October.Brentcrude which
touchedahigh of $96in Septemberis
now around $82)" said VK Vijayaku-
mar, Chief Investment Strategist at
Geojit Financial Services."Even ifthe
OPEC goes for production cuts the
increase is unlikely to be large given
the sluggish global growth and the
consequent poordemand. Inflation
in Indiawill be manageable.”

Analysts see the price of Indian
crude oil basket at 380-595 abarrel
forthe remaining monthsof FY24 as
restricted supplyisbeing balanced by

FINANCIAL EXPRESS "on

EXPERTSPEAK

B Evenif OPEC cuts
production, crude
price increase unlikely
to belarge given
sluggish global growth

B Total world liquids
supply in the first
quarter of 2024
exceeds demand by
3 million barrels a day

lower demand from the US and
China, the top two crude consumaers,

“Our preliminaryestimate for CFl
inNovemberisat 5.5%against 4.9%
inOctober.Thisisbecause ofthebase
effect and a rise in vegetable prices,"
said GauraSengupta, economist at
IDFC First Bank. "Assuming petrol
and diesel prices remain unchanged
till March 2024, our CPl inflation for
full year is projected at 5.4%." In
Q1FY25,Sengupta estimates CPI to
remainabove 5%,

“Global growthissubdued.At this
point, (rise in) crude oil prices from
demand-side (impact) isverylimited”
said Anitha Rangan, economist at
Equirus Group."We may see supply
side shocks coming from geopolitical
tensions which we cannot predict”

27 November 2023

Asmarket players await the out-
come of the next OPEC meeting
which has been postponed from the
scheduled date of November 26, for
crude pricestoremainwhere theyare
orincreasein therough rangeof$75-
$95/bbl seen in the last six months,
OPEC+ will need to reduce supply
going into 2024, analysts say.

“Our balances show that total
worldliquids supplyin the firstquar-
terof 2024 exceeds demand by 3 mil-
lionbarrelsa day,and although there
may be stock draws in Q3, some
buildsarestill possiblein Q2and Q4,"
said Bhushan Bahree, executive direc-
tor, S5&F Global Commodity Insight.
“Forthe full yearof 2024, liquids sup-
ply exceeds demand by 1.3 million
b/dinourbalances,”he said.

reanto tean Mttps: //epaper.financialexpress.com/c/73982853

According to S&P Global, the call
on OPEC+ crude next year is seen at
35.2 million barrel per day, but the
group supply is set to exceed that by
roughly 1 million barrelsa day.

“The callonOPEC+ crudewill rise
through theyear, peakingat 36.6mil-
lionbarrelsa dayin the third quarter.
The call is weakest in the first two
quarters of 2024," said Paul Tossetti,
executive director, $&P Global Com-
moditylnsights.

With a challenging demand situ-
ation in 2024, 0PEC's decisionwill be
crucial in determining whether the
organisation reduces supply further
orrisksa pricereaction.

WTlcrude prices on the NewYork
Mercantile Exchange were at
$75.5/bblon Saturday, and that of
Brentwas at $80.6,/bbl.

“WTI crude pricesare expected to
beintherangeof$70-582 perbarrel
in Decemberand are seen at a range
of 565-590 a barrel by the end of
FY24, said Manoj Jain, director,
Prithvi Finmart.

“Prices are expected to decrease
due to shrinking demand in the US
and Europe. However, rising demand
from [apan and India will provide
some support to prices,” he said.

Meanwhile, the country’s infla-
tion is seen stable going ahead with
possible risk factors emerging from
food and not fuel, as peranalysts.
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