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Domestic natural gas output falls 11% in June

FE BUREAU
New Delhi, July 13

DOMESTIC NATURAL GAS production fell
11.3% to 2,333 million metric standard cubic
metre (MMSCM)in June.The 2.5 million tonne
(MT) of crude oil produced in the country in the
month was also 5.7% lower than the produc-
tion from a year-ago period.

Indigenous crude oil production caters to
about only 15% of the country’s requirements,
while for natural gas, 51% of requirement has
to be imported.

Domestic natural gas output fell 5.1% year-
on-yearto 31,184 MMSCM in FY20, reversing
the growth trend recorded since FY18.Also, the
32.2 MT of crude oil produced in the countryin
the fiscal was 5.8% lower than the output from
ayear-ago period.

The development coincides with domestic
consumption of petroleum products falling
7.8%year-on-yearto 16.3 MTin June.
Consumption has of course improved
from April,when only 9.9 MT of prod-
ucts were sold with the lockdown to
contain the spread of the coronavirus
being implemented throughout the
month.

Domestic production has been
fallingwith the ageing of existing fields
and muted response from the industry

to take up new projects, mainly due tolack of ade-
quate incentives.Otherreasons forloweroutput
inFY20include lack of buyers,inadequate evac-
uation infrastructure, technical constraints in
hostile geographical terrains and protests
against the Citizenship (Amendment) Bill in
upper Assam oilfields. Lack of environmental
permissions is also making newdrilling difficult.

For the eleven oilfields offered under the
fifth round of Open Acreage Licensing
Programme (OALP)auctions, the Union
government has received bids from
only one private firm and two state-
owned companies.

State-run Oil and Natural Gas Cor-
poration (ONGC)was the only bidder for
eightblocks while Oil India was the sole
bidder for two blocks. For the smallest
oil field offered, the director general of
hydrocarbons has received bids from
Invenire Petrodyne and ONGC.
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Huge Gains for OMCs on
Record Mkting Margins

Analysts say this, along
with inventory gains and
higher refining margins,
make up for sales lost in Q1

Sanjeev.Choudhary@timesgroup.com

New Delhi: State-owned oil refiners are
expected to report a surge in earnings as
record marketing margins, inventory ga-

Gross refining margin for BPCL and
HPCL is estimated to rise 2.1-9.3 times to
$5.9-6.9perbarrel, whileitmay decline 9%
to$4.3abarrel for Indian Oil.

HPCL and BPCL would make a product
inventory gains of ¥550-850 crore during
the quarter against a loss of ¥20-130 crore
in the year-ago period, according to the
brokerage.Indian Oilmay makeasmaller
product inventory gain of %256 crore.

Thestaterefinersarelikelytohaveacru-
de inventory gain of $0.6 per barrel while
Indian Oil will have a loss of $0.1 per bar-
rel during the quarter. Indian Oil, with a
larger refining capacity than its peers,

ins and higher refining mar-
ginsmorethanmakeupforsa-
les lost during the first quar-
ter, analysts said. Bharat Pet-
roleum (BPCL) and
Hindustan Petroleum (HPCL)
are expected to more than tri-
ple earnings per share, while
Indian Oil may see a 37% in-
crease on-year, according to | |
estimates by ICICI Securities.
Arecordnetautofuel marketingmargin
of %6.11 per litre in April-June, up 3.3 ti-
mes from the year-ago period, will drive
the earnings surge, the brokerage said.

holds a far higher level of in-
ventory. IOC’s refineries ope-
rated at a lower capacity than
thoseat BPCL and HPCL.
Higher fuel marketing and
refining margins would easi-
ly offset the 26-28 % on-year de-
cline in sales volume for state
refiners during the quarter.
Refineries are fast recove-
ring from theirlow utilisation
rateduringthe April lockdown. Recovery
in domestic oil demand has also gained
momentum. Fall in salesnarrowed to12%
inJuneon-year.In April,decline was 46 %.
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Gas Exchange
Stake Capat15%

= New Delhi: Noshare-
holder can have more
than15% stakeina
S " natural gas exchange, as
per the draft regulations by the
Petroleum and Natural Gas Regu-
latory Board (PNGRB). The draft,
hosted on the PNGRB’s website, is
the maiden attempt by India to
build aregulatory framework for a
gas exchange that would trade
physical contracts. The draft lays
out in detail the regulationsregar-
ding the setting up and operation of
an exchange, membership, share-
holding and settlement of trades.
— Sanjeev Choudhary

Page 4 of 11




The Hindu Business Line

Oil drops on talks of OPEC+ mulling production cuts
Jul 14, 2020 | Delhi | PgNo.:8 | | Sq Cm:53 | AVE: 98347 | PR Value: 491734

Oil drops on talks
of OPEC+mulling
production cuts

BLOOMBERG

July13

Oil edged lower ahead of an OPEC+
meeting this week at which the
group may announce plans to start
tapering historic production cuts
even as the coronavirus surges un-
abated in many parts of the world.

Futures in New York fell below
$40 a barrel. The producer bloc will
review the state of the marketatan
online meeting on Wednesday
amid expectations it will soon be-
gin unwinding the output curbs
that have helped haul oil back from
its plunge in April. Russia’s top oil
companies are preparing to in-
crease output next monthintheab-
sence of other guidance from the
Energy Ministry, according to two
people from the industry.

“It seems like OPEC+ will stick
with the plan of a bit more produc-
tion in August,” said Bjarne
Schieldrop, chief commodities
analystat SEB AB.
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SAUDI ARABIA
Houthis say hit oil
facility, Saudis
say bid thwarted

Dubai: Yemeni Houthi forces
hit a large oil facility in the
southern Saudi Arabian city
of Jizan in drone and missile
attacks overnight, a Houthi
military spokesman said on
Monday. But the Saudi-led
coalition fighting the Houthis
said earlier it had intercepted
and destroyed four missiles
and six explosive drones fired
by the Houthis over the bor-
der towards Saudi Arabia. Oil
company Saudi Aramco op-
erates a400,000-barrel-per-
day refinery in the Red Sea
city of Jizan, which lies
around 60 km from the
Yemen border. Aramco did
not immediately reply to a
request for comment.
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Iran, China set to

clinch 25-year deal

Beijing will get larger role in Chabahar

SUHASINI HAIDAR
NEW DELHI
Iran and China are close to
finalising a 25-year Strategic
Partnership which will in-
clude Chinese involvement
in Chabahar’s duty-free
zone, an oil refinery nearby,
and possibly a larger role in
Chabahar port as well.
According to leaked ver-
sions of the 18-page “Com-
prehensive Plan for Cooper-
ation between Iran and
China”, being finalised by
officials in Tehran and Beij-
ing, the cooperation will ex-
tend from investments in in-
frastructure, manufacturing
and upgrading energy and
transport facilities, to refur-
bishing ports, refineries and
other installations, and will
commit Iranian oil and gas
supplies to China during
that period.

Railway project
The proposed tie-up comes
even as Iran decided last
week to go ahead on its own
with the construction of a
railway line from Chabahar
port to Zahedan, in Afghan-
istan for which an MoU had
been signed with the PSU In-
dian Railways Construction
Ltd (IRCON) four years ago.
The MoU, signed during
Prime Minister Narendra
Modi’s visit to Tehran in
2016, was to construct the
Chabahar-Zahedan railway
as “part of transit and tran-
sportation corridor in trilat-
eral agreement between In-
dia, Iran and Afghanistan”.
However, despite several

site visits by IRCON engi-
neers, and preparations by
Iranian railways, India nev-
er began the work, ostensi-
bly due to worries that these
could attract U.S. sanctions.

The U.S. had provided a
sanctions waiver for the
Chabahar port and the rail
line to Zahedan, but it has
been difficult to find equip-
ment suppliers and partners
due to worries they could be
targeted by the U.S., said
officials.

The Ministry of External
Affairs and IRCON declined
to comment. However,
asked if the MoU with IR-
CON had been cancelled, an
official said India could still
join at a “later date.”

Iranian officials denied a
report that also suggested
Chabahar port, where India
took charge of operations at
one terminal last December,
would be leased to China.

However, Iran proposed a
tie-up between the Chinese-
run Pakistani port at Gwa-
dar and Chabahar last year,
and has offered interests to
China in the Bandar-e-Jask
port 350km away from Cha-
bahar, as well as in the Cha-
bahar duty-free zone.

Each of those possibilities
should be watched closely
by New Delhi, said former
Ambassador to Iran, K.C.
Singh. “[The Iran-China
deal] impinges on India’s
“strategic ties” with Iran
and the use of Chabahar
port,” he cautioned.

(With inputs from
Yuthika Bhargava)
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Clipping wings

The increasing cost of ATF is adding to the woes of airlines

The cost of aviation turbine fuel
(ATF) has registered a 7.5 per cent
increase - a third increase in the
span of a month. Despite this hike, the
cost of ATF is lower than what it was in
February and the consumption too has
registered an increase with the opera-
tion of repatriation flights under the
Vande Bharat mission.

The 7.5 per cent hike would trans-
late into ¥2,922.94 per kilolitre (KL).
The cost of one kilolitre is ¥41,992.81,
according to data released by the oil
marketing companies.

The 7.5 per cent hike is the third
hike in June. Rates were increased by
56.6 per cent (X12,126.75 per kl) on 1
June, followed by ¥5,494.5 ki (16.3 per
cent increase on 16 June.

When domestic flights resumed
operations on 25 May, the Directorate
General of Civil Aviation (DGCA) had
capped the fares till August in a bid to
keep flight tickets economically via-
ble for passengers. However, with the
hike in the cost of ATF, and low passen-
ger loads it would be a challenge for air-
lines to control their losses.

However, this present hike is still
much lower compared to the prices
that existed prior to the outbreak of
Covid-19. During February, the prices
in Delhi ranged between 360,000 and
365,000 per Kl

“With the partial opening of the
domestic aviation sector - 33 per
cent capacity at present - with repa-
triation flights operating under the
Vande Bharat Mission for international
passengers, ATF consumption has

Delhi

141,992.81

witnessed a fourfold increase
from approximately 52 trillion
metric tonnes (tmt) in April to
201 tmt in June,” said an offi-
cial from IOCL.

However, domestic airlines
are a worried lot. “When the
cost of ATF was low, there was
lockdown and we weren't fly-
ing any scheduled flights. Now
when the demand is barely 45 per cent
there has been a hike. Survival would
become a challenge if the government
doesn’t support us with sops,” said a
domestic airline official.

*per ki

Increase in losses

India’s only profitable airline, IndiGo
reported a loss of ¥870.8 crore in Jan-
uary-March 2020. The airline had
reported a profit of ¥595.8 crore during
the corresponding period of the previ-
ous year. The losses are likely to have
increased for all airlines during lock-
down and even now when they aren’t
flying full capacity.

Aviation experts fear that as a result
of losses, many domestic carriers
face the risk of a closure. Meanwhile,
there is something to cheer about for
oil marketing companies as with un-
lockdown-2 the economy is open-
ing up as a result of which there has
been an overall increase in petroleum
products consumption in India.

“India’s overall consumption of
petroleum products had declined
drastically during the lockdown. How-
ever, we can safely say that things
are limping back to normal,” said an

Kolkata
146,604.85

Mumbai

official from the ministry of
petroleum and natural gas.

India is the world’s
third largest consumer of

241,575.94 petroleum products. With
the resumption of indus-
Chennai trial activity the total
43,332.53 consumption  has  now
reached 11.8 million met-
ric tonnes - which is

slightly lower than 13.4 mmt of the
corresponding period of 2019.

The demand of industrial fuels
such as sulphur, petcoke and naptha
has reached 89.3 per cent, 118 per cent
and 80.7 per cent respectively (of the
demand in the same period in 2019).
The demand for marine fuels (used by
ships) is high at 138.5 per cent. “The
crude oil throughput of oil marketing
companies’ refineries has crossed 85
per cent now from the earlier low of
55 per cent in April,” said an official
from 10CL.

On an industry basis, in June the
petrol consumption reached 85 per
cent of last year’s at 2 mmt. In June
2019 it was 2.4 mmt. With agricultural
activities picking up, the consumption
of diesel has increased and reached 82
per cent of the previous year at 5.5 mmt
(compared to 6.7 mmt in June 2019).

So, things are limping back to nor-
mal with the opening up of the econ-
omy and one hopes that it helps
create jobs or at least retain the
jobs of the companies who were
fearing closure!
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