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I7-trillion coal
gasification
ventures on
the cards

The coal ministry has already
drafted a broad framework for the
project after extensivediscussions
with the private sector and the
PSUs concerned. We are likely to
have the policy framework
approved (by the Cabinet) in the
nextfew monthsand thereafterwe
will seek proposals from the pri-
vate companies and the PSUs”
Meena said.

“India will be coal-surplus in
two years and will start exporting
coal from 2025-26.The gasifica-
tion project is being pushed to
utilise this coal, he said.

The government will offer a set
ofincentives for syngas ventures,
including a 50% rebate in revenue
share for the amount of coal used
for gasificationto captiveand com-
mercial coal minersand a separate
e-auctionwindow for gasified coal.

Since most of India's known
coal deposits are non-recoverable,
the country requires to make best
useofits 70 billion tonne of mine-
able coal, which will be exhausted
in a few decades.

While syngas obtained from
surface gasification of coal are
already being used in the fertiliser
sector in alimited scale, India isyet
to employ technology and capital
for underground coal gasification,
which could help extract reserves
that are deep, scattered and cov-

ered by forests. Certain syngas
technology allows conversion of
non-mineable coal/lignite into
combustible gases through in situ
gasification of the material Coun-
tries like the US, Russia and Aus-
tralia are also aggressive about
syngas production.

“There are technologies avail-
able for conversion of coal into
syngas, which can be further con-
verted into ammonium nitrate,
methanol, dimethyl ether, and
other chemical products fordiffer-
ent end uses,” the coal secretary
said. “Ammonium nitrate isusedin
the explosive sector. CIL and the
mining companies use lot of explo-
sives. DME can be blended with
natural gas, Methanol is used in
the chemical and petrochemical
sectors,” Meena said.

With India committed to
achieve net zero carbon emissions
by 2070, the government wants to
diversify the application of coal
beyond steel and power sectors,
and in a more clean way through
coal gas.
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Fuel prices may be slashed
by 22 as OMCs’ profits rise

Rajeev Jayaswal
letters@hindustantimes.com

NEW DELHI: State-run oil mar-
keting companies (OMCs) may
reduce petrol and diesel prices
by at least 22 a litre as fuel sales
become profitable with the cost
of imported crude oil falling
below $80 a barrel ($78.45 on
Thursday), and benchmark rates
for petrol and diesel plunging
sharply by 35% and 45% respec-
tively in April 2023 compared to
the June 2022 peak, three people
aware of the development said.

A decision to reduce petrol

and diesel prices will be taken in
the month-end review, which is
expected later this week, they
said requesting anonymity. “It
will be a political call of the gov-
ernment rather than a commer-
cial decision of the companies,”
one of them said.

While oil companies are free
to align pump prices of petrol
and diesel with their respective
international benchmarks, the
government tacitly controls pric-
ing of politically-sensitive fuel
prices through the three state-
run oil marketing companies
(OMCs), which control over 90%

of domestic fuel retail market. In
order to protect consumers from
international oil price volatility
the OMCs have paused the daily
pricing mechanism for petrol

and diesel since April 6,2022.
Two factors are in favour of
immediate price cuts - positive
margins in petrol and diesel, and
the Karnataka assembly poll -
but, in the light of geopolitical
uncertainties and international
oil price volatility, it is prudent to
continue the status quo for some
more time, a second person said.
“Another option is to continue
continued on 217

FUEL PRICES

the price-freeze. In that case, the
government may appropriate a
part of the profit by raising
excise duty at an appropriate
time and hold it as a cushion
against future volatility, espe-
cially before the general elec-
tions next year,” this person
added. "There are several
options on the table and a final
call will be taken by the compe-
tent authority.”

The three state-run oil mar-
keting companies - Indian Oil
Corporation (I10C), Bharat Petro-
leum Corporation Ltd (BPCL)
and Hindustan Petroleum Cor-
poration Ltd (HPCL) - and the
petroleum ministry did not
respond to email queries on this
matter.

“After incurring losses for a
long time on high-volume diesel,
the OMCs are now making good
profit in the fuel this month.
Margins on petrol have been
positive for past several
months,” a third person said.

Interestingly, the price of
industrial diesel sold in bulk is
now almost at par with the
pump price of diesel, the person
said. While industrial diesel has
been sold at ¥89.64 per litre
from April 16 in Delhi, diesel is
sold at 289.62 per litre in I0C
pumpsin the capital.

Normally, the two have price
differential ranging between
¥5-10 a litre. In fact, when oil pri-
ces peaked in.June 2022, indus-
trial consumers paid 2126.03/
litre (on June 17, 2022) for diesel
while its pump price was frozen
in Delhi at *89.62 a litre, a differ-
ence of over 36,40 per litre,

According to official data,
India’s benchmark petrol and
diesel prices have also plunged
from the June 2022 peak making
fuel retail profitable.

The monthly average bench-
mark rate of petrol fell 35% from
$148.82 per barrel in June 2022
to $97.02 in April 2023 (as on
April 27). Similarly, that of diesel
fell 45% to $94.40 a barrel in
April 2023 from $170.92 a barrel
in June 2022.
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Russian oil still powering Europe’s cars, with India’s help

PREJULA PREM &
SHARGN CHO
April 28

RUSSIAN OIL IS still powering
Europe — just with the help of
India.

BackinDecember, the Euro-
pean Union barred almost any
seaborne crude oil imports
from Russia. It extended the
prohibition torefined fuelstwo
months later.

However, the rules didn't pre-
vent countries like India from
snapping up cheap Russian
crude, turningit into fuels like
diesel, and shipping it back to
Europeat amarkup.

TheAsian country isontrack

INDIA BECOMES EUROPE'S TOP FUEL SUPPLIER
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tobecome Europe’s largest sup-
plier of refined fuels this month
while simultaneously buying
record amounts of Russian
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crude, according to data com-

piled by Bloomberg from analyt-

icsfirm Kpler.
“Russianoilisfinding itsway

back into Europe despite all the
sanctioningand India ramping
up fuel exports tothe west isa
good example of it)" said Viktor
Katona,lead crudeanalystatthe
firm.“With India taking in so
much Russian barrels, it's
inevitable

The development is double-
edged for the EU. On the one
hand, thebloc needs alternative
sources of diesel now that it has
cutoff divect flows from Russia,
previouslyits top supplier.How-
ever, it ultimately boosts
demand for Moscow’s barrels,
and means extrafreight costs.

Italso means more competi-
tionfor Europe’s oil re finerswhao
can't access cheap Russian

cmide, and comes amid wider
market scrutiny aboutwhere the
region’s diesel importsarecom-
ing from.

Repsol SA's chief executive
officer Josu Jon Imaz said on
Thursday that Russian diesel is
entering Europe illegally and
called on authorities to clamp
down on the activity. Hewasn't
talking about thetrade vialndia
but flows of diesel that origi-
nated in Russia.

A preliminary inquiry into
the matter by Spanish authori-
ties didn't find evidence that
Russian diesel was entering the
country, a government official
said Friday, adding that a probe
isongoing.  -BLOOMBERG

o0
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Villagers continue
stir over oil refinery
plan in Maharashtra

They claim the proposed refinery project at Barsu in Ratnagiri district

would destroy the ecology of Konkan region and upend their way of life

Abhinay Deshpande
MUMBAI

undreds of villag-

ers continued

their protest for
the fifth day against the
proposed refinery at Barsu
in Ratnagiri district of Mah-
arashtra, claiming that the
project would destroy the
ecology of the Konkan re-
gion and upend their way
of life.

They demanded that
the State government stop
soil survey at the proposed
site, and staged protests
despite massive police pre-
sence. Earlier this week,
over 700 protesters were
detained and 112 were
booked under Sections re-
lated to rioting and unlaw-
ful assembly.

While Chief Minister Ek-
nath Shinde said the pro-
ject would not be imple-
mented without the local

people’s consent, and
claimed that the on-
ground situation was

peaceful, the Ratnagiri pol-
ice detained Shiv Sena
(UBT) MP Vinayak Raut af-
ter he sat on a road there as
a mark of protest, which
triggered chaos at the site.
Police personnel who were
deployed from across the
State used tear gas to dis-
perse the protesters.
“People are still strug-
gling with their vision due
to the impact of tear gas,”
said Satyajit Chavan of the

o g
project in Ratnagiri. FILE PHOTO

Konkan Vinashkari Prakalp
Virodhi Samiti. He was
among 112 protesters ar-
rested and released on bail
on Thursday.

Mr. Chavan said they
were not against the deve-
lopment of the region, but
their protest was against
the refinery or any such
red-category projects that

would harm the
surroundings.

CM’s claim refuted
Refuting Mr. Shinde’s

claims that Barsu is a green
refinery, and there is an as-
surance that there will not
be any pollution, Mr. Cha-
van said no petrochemical
factory was pollution-free.
“Once the production be-
gins, no company will
comply with environmen-
tal rules. So, our stand is
clear. We are open to other
projects, but not this pe-
trochemical project, which
is much more harmful

g
o

Women of Barsu village protest against the proposed oil refinery

than a distillery,” he said.
The Chief Minister said
he spoke to the Ratnagiri
Collector and the Superin-
tendent of Police as well as
district guardian Minister
Uday Samant, and the Col-
lector told him that there
was no lathicharge at the
site. In a veiled attack on
rival Shiv Sena (UBT) lead-
er Uddhav Thackeray, Mr.
Shinde said a former Chief
Minister himself had sug-
gested the Barsu site to the
Centre. “After losing the
CM’s post, he is opposing
the project. One cannot
have such double stan-
dards,” he said.
Meanwhile, Uddhav
loyalist Sanjay Raut said lo-
cals have no trust in the
current dispensation. His
statement came days after
Nationalist Congress Party
chief Sharad Pawar ad-
vised the Shinde-Fadnavis
government to hold dia-
logues with Barsu villagers.
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Police resort to lathicharge as
villagers step up anti-refinery stir

VALLABHOZARKAR
BARSU(RATNAGIRI)

THE PROTEST against the pro-
posed petrochemical refinery at
Barsu-Solgaon villages in Konkan's
Ratnagiri district intensified on
Riday after villagers tried toenter
the survey site forcibly. The police
had to use teargas and resorted to
lathicharge todisperse the crowd,
injuring several villagers,

Over a hundred villagerswho
entered the site were arrested and
taken to Ratnagiri. On the govem-
ment’scall for dialogue, Suryakant
Sodaye, a protester, said: “We are
willing tohave a dialogue with the
government but soil testing
should first stop and the govern-
ment should comeand talk to us.”

$The IndianEXPRESS

Protesters at Barsu in Ratnagiri, Maharashtra, on Friday. Express

Deepak Joshi, president of
RefineryVirodhi Sanghatna, said
the police resorted to lathicharge
and even used teargas, which in-
jured several protesters. CM
EknathShinde, however, denied

Sat, 29 April 2023
https://epaper.indianexpress.com/c/72. 3

that force was used. "l have spo-
ken to the 5P and district collec-
tor of Ratnagiri, They told me that
the situation is peaceful.. The
project will be set up after the
consent ofall the people,” he said.
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inance Minister Nirmala

Sitharaman during a recent

visit overseas was quoted as

saying that New Delhi could

buy Russian crude oil near or
above the price cap imposed by the G-7 if
the recent OPEC+ output cut increases
energy costs.

Back home, recently, Pankaj Jain,
Secretary, Ministry for Petroleum and
Natural Gas, said some Russian crude
was purchased by Indian refiners above
the price cap imposed by G-7. According
to the Secretary, most of the Russian
crude purchased by Indian refiners was
below the price cap, but some cargoes
were above that price too.

He further elaborated that Indiaisn’t
being prevented from buying above the
cap. He said some payments for Russian
cargoes were delayed but refiners are
coming up with solutions to pay for the
crude purchased above the price cap,
adding that India is also seeking
discounts on crude from other countries
depending on the oil grade.

But, the cap price is applicable on FOB
(free on board) basis — the liability and
ownership of the goods have been
transferred from a seller to a buyer,
whereas Russian crude is being delivered
at Indian ports by the sellers on CIF
Cost, Insurance, and Freight - basis (the
fees a seller pays to cover the costs).
There are calculation concerns for
bankers processing payments.

CAP CONCERNS

By sourcing crude from Russia,
commercially India is doing the right
thing. But whatare the challenges India
may face if it continues to source
Russian oil? What are the options
available for India and will OPEC-+ prove
to be a party spoiler on oil prices?

One also needs to note that India is
buying from non-OPEC producers too.
According to media reports, OPEC’s
share of India’s oil imports has fallen at
the fastest pace in 2022-23.

According to Anas Alhajji, Energy
expert and Managing Partner, Energy
Outlook Advisors, LLC, “As long as India
is being opportunistic, there is no
problem increasing dependence on
Russia oil while stitching long-term
contracts with other suppliers.”

But, from energy security point of
view, the current situation is not
sustainable and might backfire, he
cautioned.

“India cannot afford to offend its
historic and long-term suppliers. That is
why imports from the Gulf remained
steady while imports from the US and
Africa declined substantially. In short, so
far so good,” he said. “To avoid future
problems, public banks with large
foreign presence would shy away for
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The limits to
sourcing Russian oil

India cannot ignore its traditional suppliers from the Gulf countries. Increasing Russian oil
purchases beyond a point can have economic, strategic implications

REUTERS

processing payments for cargoes sold
above the price cap to avoid in
retaliation fromthe US and the EU.”

According to Sumit Ritolia, oil analyst
at S&P Global Commodity Insights, in
the interests of maintaining
geo-political balance, some Indian banks
have stopped clearing payments for
Russian oil above the $60/barrel cap.

Payment challenges can impact the
cost and reliability of crude oil imports
from Russia. Apart from supply
sustainability, refining constraints can
also be an impediment.

REFINING CONSTRAINTS
Russian crude now accounts for about
35 per cent of Indian imports, but is
close to the maximum potential of 40-45
per cent set by refining constraints.
“This is because Indian refiners are
facing issues concerning the mercaptans
(R-SH) in the jet/kerosene cut while
processing the Urals in neat form.,
Kero-Merox units are facing issues in

India may sooner or later
have to deal with the price
cap issue on Russian oil.
Banks processing payments
may become wary of
offending Western powers

handling kerosene cuts of neatly
processed Urals, and that stream needs
to be bypassed to hydrotreaters. This
will push refineries to process Uralsin
blended form with other crude grades
and eventually constrain upside of
Russia crude inflows into India,” he
elaborated.

Sowhat are India’s options?

“India’s problem has been always the
inability of policymakers to strike a
balance between security of supply and
prices of various energy imports. They
chased lower prices and ended up paying
aheavy price during periods of shortages
and stiff competition from other
countries. For example, India benefited
last year from the lockdown in China,
but this is not the case now. The
possibility of LNG prices reaching new
records this coming winter is high. The
only way to reduce cost is to sacrifice
climate objectives,” Alhajji pointed out.

According to Ritolia, Indian refiners
will try to diversify from Americas (US,
Canada, Brazil, Argentina), West African
countries (Nigeria, Angola, Gabon,
Ghana, Congo) and balance it with the
lion share from Middle Easternand
Russian crudes.

Overall, India has wide-ranging
options for crude purchase but in the
end, it boils down to how refinery
economics works for crude purchase.

Will OPEC+ prove to be a party

spoiler as far as oil prices are concerned?

OPEC+members are happy with
current prices, said Alhajji adding that
the average for the year would be way
higher than in years before 2021.

CHINA FACTOR

“The fight is between China and OPEC.
China will use its strategic petroleum
reserves to prevent oil prices from
rising, while OPEC will struggle to
prevent oil prices from declining. A new
dynamic is emerging in a way that we
have never seen before: OPEC members
buying Russian petroleum products to
use in their domestic markets while
cutting production!

The coming summer could be
different fromany in the past asthe
impact of the power burn on oil market
balances is way lower,” he pointed out.

“The market volatility before April 2
appears to have increased the OPEC+
determination to stay ahead of demand
uncertainty. It also indicates the price
objectives of OPEC+ might be above
#80/barrel,” said Ritolia.

So, in such a situation India’s ability to
negotiate favourable pricing and
contract terms will come to play, if it
does not want tobe tooreliant ona
single supplier.

Alsoafocussed approachon
upgrading public sector refineries is the
need of the hour.
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31t of Basrah Light sold from strategic reserve

—
Rishi Ranjan Kala
Mew Delhi

State-run Indian Strategic
Petroleum Reserves (ISPRL)
sold around three lakh
ronnes of Iraq’s Basrah Light
grade crude oil to a state-run
oil marketing company
(OMC) earlier this month.

ISPRL is a Special Purpose
Vehicle (SPV), which is a sub-
sidiary of Qil Industry Devel-
opment Board (OIDB) under
the Ministry of Petroleum &
Natural Gas (MoPNG).

The company had floated
an expression of interest
(Eol) for PSU OMCs for sale
of 3 lakh tonnes of Basrah
Light grade crude oil from IS-
PRL Vishakhapatnam’s cav-
ern A in 3 months from the
date of award of the contract.

The pricing was based ona
landed cost of crude oil at Vi-
sakhapatnam, which was de-
rived from the official selling
price (OSP) of Iraq’s national
oil company, State Organiza-
tion for Marketing of Oil
(SOMOQ), for Basra Medium
crude oil grade. The estim-
ated landing cost was calcu-
lated at around $84.57 a bar-
rel. The payments have to be
made by May 2023,

A view of ISPRL facility in Visakhapatnam

The crude oil from these
caverns is supplied to re-
fineries  either  through
pipelines or a combination of
pipelines and coastal ship-
ping. It was not immediately
clear which of the three
state-run  OMCs procured
the oil.

SALE OF CRUDE OIL

Since January last vear, Iraq
has stopped exporting Bas-
rah Light, which is a medium
gravity, low-TAN, and high-
sulphur content. Itused to be
exported from Al Basra oil
terminal and Khor al-Amaya
oil terminal in southern Iraq.
Now the Arab country ex-
ports Basrah Medium and
Basrah Heavy grades. In

2021, India started selling
crude oil from its caverns to
state-run OMCs, which was
largely to soften the blow of
high crude oil prices and to
make space in the caverns to
lease out to domestic and in-
ternational companies.

For instance, to commer-
cialise Phase-l1 of the SPR
programme, the UAE’s Abu
Dhabi National oil Company
(ADNOC) joined it for stor-
ing about 800,000 tonnes of
crude oil in Mangalore.

Similarly, during October-
December 2021, ISPRL sold
around 0.8 million tonnes
(one tonne of crude oil
equals to roughly 7.33 bar-
rels). It had also leased out
one of its caverns at Man-

galore (0.75 million tonnes
capacity) to state-run Man-
galore Refinery and Petro-
chemicals (MRPL).

Besides, taking advantage
of low crude oil prices in
April and May 2020, the
MoPNG took rapid action in
filling reserves completely,
leading to a saving of ¥5,000
crore.

STRATEGIC RESERVES
ISPRL has established crude
oil storage facilities with a ca-
pacity of 5.33 million tonnes
(mt) at - Visakhapatnam
(1.33 mt), Mangalore (1.5
mt) and Padur (2.5 mt) - un-
der Phase 1 of the SPR
programme.

This is equivalent to
around 38 million barrels
and can serve India’s crude
requirement for 9.5 days.

Under Phase 11, the gov-
ernment in July 2021 ap-
proved establishing two ad-
ditional commercial-
cum-strategic reserves with
a total storage capacity of 6.5
mt at Chandikhol (4 mt) and
Padur (2.5 mt) under the
public private PPP mode.
When completed, these re-
serves will meet an addi-
tional 12 days of India’s
crude requirement.
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