INDIAN EXPRESS, Delhi, 1.8.2024

Page No. 19, Size:(9.33)cms X (9.87)cms.

Windfall tax on

crudereduced to
$4,600/tonne

New Dehi: The governmenton
Wednesday slashed windfall
tax on domestically produced
crudeoil to Rs 4600 per tonne
fromRs 7,000 pertonne. PTI
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GEOPOLITICAL WORRIES

Oil PricesClimb
More Than 2%
After Killing of
Hamas Leader

Reuters

London: Oil prices rose more
than 2% on Wednesday, re-
bounding from seven-week
lows, as the killing of a Hamas
leader in Iran ratcheted up ten-
sions in the Middle East and
overshadowed a drawdown in
US crude stockpiles driven by
robust exports.

Brent crude futuresrose $1.97,
or2.5%,t0 $80.60 a barrel ahead
of expiry on Wednesday, while
the more active October con-
tract was up $2.14 at $80.21.

US West Texas Intermediate
crude futures gained $2.32, or
3.1%,at $76.20 a barrel.

US crude stocks decreased by
3.4 million barrels last week,
government data showed,
more than thrice analysts' ex-
pectations for a 1.1 million-
drop. Stocks fell for a fifth
straight week.



Core Growth Drops to
20-month Low of 4%

Our Bureau

New Delhi: India's core sector
growth eased to a 20-month low of
4% in June from 6.4% in the prece-
dingmonth, datareleased Wednes-
day showed.

Five of the eight industries that
comprise the core sector index saw
aslowdown ingrowth inJune com-
pared with May.

The Index of Eight Core Industri-
es —coal, crude oil, steel, cement,
electricity, fertilisers, refinery
products and natural gas - has a
40% weight in the Index of Indust-
rial Production (IIP).

The index was up 8.4% in June
2023. Sequentially, the output

contracted 3.1% in

—_— June. “With the
Five of eight dip in the core sec-
industriesthat  tor growth, we ex-
comprise the pect the ITP to post
core sector a rise of 3.5-5.0%

indexsawa in June 2024,” said
slowdown in Aditi Nayar, Chief
growthin Economist, ICRA.
June Industrial pro-
compared duction had
to May grown at a seven-

month high of
5.9% in May.

Madan Sabnavis, chief econo-
mist at Bank of Barodasaid, “Core
sector growth was at 4% over a
high base of 8.4% and hence canbe
considered to be satisfactory.”

He said that the lower 2.7%
growth in steel outputand1.9% ex-
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pansion in cement was mainly due
to the high base of last year of
21.3% and 9.9% rise respectively
and muted government spending
ostensibly due to the elections on
capex.

“This will reverse and pick up in
the coming months,” he said.

Crude oil production and refine-
ry product output contracted by
2.6% and 1.5% respectively.

Only coal (14.8%) and electricity
(7.7% ) posted strong growth.

Fertiliser output wasup 2.4%.

The first quarter core sector
growth at 5.7% is lower than 6% ri-
se a year ago, according to the data
released by the Ministry of Com-
merce and Industry.

The International Monetary
Fund (IMF) has forecast a strong
7% growth for India in FY25,
slightly lower than the better-than-
expected 8.2% expansion in FY24.

June IIP seen 3.5-5%
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Gruner Renewable Energy
to put up Asia’s largest
compressed biogas unit in Guj

RITWIK MUKHERJEE
KOLKATA, 31JULY

ThelP-based Gruner Renew-
able Energy, a leader in sus-
tainable biogas solutions in
India, has secured $60 mil-
lion in funding to further
expand its presence in the
green energy domain as it
moves ahead to establish
new Compressed BioGas
{CBG) plantsacrossthe coun-
try. Significantly, Gruner
Renewable Energy is in the
process of putting up Asia's
largest CBG plant inNavsari,
Gujarat.

"Establishing CBG plants
in [ndia is crucial for foster-
ingaself-reliantand sustain-
able future. By promoting
cleanenergyproductionand
reducing dependence on
imported compressed natu-
ral gas (CNG), we contribute
significantlytoIndia'svision
ofenergy independence. The
Union Budget 2023-24
announcementto establish 500
new waste-to-wealth plants
under the GOBARdhan ini-
tiative hasbeen amajor boost
torthe sector. With 113 func-
tional CBG plants, 667 in
development, and 17 lunder
construction, the growth is sub-
stantial. These policy enablers
promaote acircular economy
and sustainable development.
This investment in Gruner
from like-minded pariners
will be essential fordrivingthis
transformation,” said Utkarsh
Gupta, Founder & CEO, Gruner
Renewable Energy.

Gruner haslined up plans
to utilize the funds, recently
mobilised, to significantly
enhance its operations and
market presence. Witha pri-
mary aim of introducing
breakthrough technology
and highly efficient process-
esinthe biogasindustry, asub-
stantial portionof the invest-
ment will be allocated to
advancingresearch and devel-
opment (R&D) initiatives,
focusing onincreasing ener-
gyefficiencyand the accuracy
of biogas production, tar-
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geting a projected substan-
tialincrease in energy output
efficiency. Additionally, the
tunds will support business
expansion, including estab-
lishing new biogas plants
across [India, scalingup CNG
retail outlets, and exploring
new business verticals such
as sustainable aviation fuel
{SAF) and green hydrogen.
This strategic investiment is
expected to exponentially
increase Gruner’'s market
shareoverthenext five years.

"As the Modi3.0 govern-
ment has taken charge, the
biofuelsindustry anticipates
policy reformsthatwill facil-
itate the expansion of new
CBG projects nationwide.
Biofuels will be essential in
helping the country achieve
its net zero ambitions. Gov-
ernmentsubsidies, taxcred-
its, and substantial funding
tor R&Dwill be crucial in lever-
aging the opportunities inher-
ent in CBG projects. This
visionaligns with the goal of
'Viksit Bharat' (Developed
India), where sustainable
andself-reliantenergysolu-
tions drive economic growth
and environmental stew-
ardship,” said Utkarsh.

He said that encouraging
thecultivation of energy crops
through directsubsidiesand
tinancialincentives for farm-
ers is essential. This approach
not only supports the agri-
cultural sector but also ensures
a steady supply of feedstock
for biogas production. By pro-
viding these incentives, the gov-
ernment can promote sus-
tainable farming practices
and contribute to thegrowth
of therenewable energy sec-
tor. This strategy will help
build a self-reliant and sus-
tainable future for India.

Thecompany isalso com-
mitted to enhancing its
research and development
(R&D)} efforts asitaims to make
substantial contributions
toward Prime Minister Naren-
dra Modi's vision of energy
independence and sustain-

ability for India.
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Russia oil imports fall
6.5% on month in July

INDIA'S CRUDE OIL imports
from Russia fell 6.5%in July to
1.81 millionbarrels per day
from L.24millioninJune as
Russianrefineries rampedup
runs to meet the country's
own summer demand, data
from Vortexa showed. “Russia
remained as thetop crude
supplierinluly, although
import volumes were down
month-on-month. Higher
suppliesfrom Saudi Arabia
and Mexico partially offset
declines from Russia, Irag and
Nigeria, leading to a marginal
decline in total imports” said
Serena Huang, head of APAC
Analysis at Vortexa.
SaudiArabiaandirag
remained the other top
suppliers. While exports from

india's crude imports by origin country
['000 barrels
per day)
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Source: Vortexa
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Saudi Arabia

SaudiArabiarose 33.4%to
406,000 barrels per day on
month, Irag’s supplies
registered a fall of 32.8% at
603,000 barrels per day
compared to June.

The country importeda
cumulative of 4.48 million
barrels per day of crude oil in
July, marginally downfrom
4.56 million barrels per day in
June, as per the data. Russia's
share inIndia’s totalimportsin
the period fell to 40% from
42% inJune. Iraq contributed
to 13.5% oftotal crudeoil
imports against 17.5% the
previous month, while Saudi
Arabia accounted for 13.5% of
imports, upfrom 2.9%in June.

Compiled by
Arunima Bharadwaj
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TAKING ENERGY
AWAY FROM

The fund was classified
as “Capital Spending” for oil
companiesin the 2023-24

MONEY FLOW

Energy transition spending plans of state-run oil companies

Against thisbackdrop of
falling realisations, BPCL has
proposed expanding Bina

Budgetdocument. Inher < refinery by 4.2 million
Budgetspeech, Sitharaman m ONGC E GA!I' tons/yratanoverall costof
said the Budget provides Petroleum Petroleum (B | 249,000 croreandis
¥35,000 croreas priority . planninga 9million tons/yr-
capital investments towards Multiyear ﬂfiz‘s 50000 320000 i]fiz'o 25000 26000 plus grassroots refinery. The
energy transition and Net P trillion CIOIE crore  trillion COLS SIS company plans tospend
Zero objectives, and energy Target 31Gwby 10 Gw by 2Gwby | 10Gwby NA NA 1.7trillion over five years
% 5 s 4 security for the Ministry of 2030 2040 2030 2030 ondirtyandclean

Petroleum and Natural Gas. energy projects.

Wlth d ra V\Ibl n g ;ﬁu n? S fo r .!"‘h e I n Itl at‘;__ve to b e In the Interim Budget The budgetary allocation
presented in February 2024, fordirectbenefittransfersis

ta (e n u p y OI re I n ers IS a ca u Se Or co n ce rn the Budget listed the fund as 95 9.‘I~ adequateat1,500 crore but
“Capital Spending”but b, 6 3 T there would be a risk for
halved the amount and . . 0.21 Y OMCs in case international
carried it over tothe current Q ° 0 crudeoil or LPG pricesrise,

SDINAKAR
New Delhi, 31July

ndia’s energy transi-
tion is at stake after the
government in the
final Budget for 2024-
25 eliminated a 315,000
crore grant for oil com-
panies to invest in this, and
gave no indications of con-
tinuing with a programme
to subsidise electric vehicles
(EVs) — transportation
leads to a fifth of global
emissions and is one of the

key causes behind many
Indian cities topping the
global pollution charts for
the last few years.

Withdrawing funds for
energy transition for one of
the most polluting
industries — oil refining —
that haslostits power to
price fuels for the last few
years, amid a season of weak
refining marginsand
unpredictable marketing
marginsonsales of LPG,
dieseland petrol, isacause
for concern, industry

officials said.

The fund, earmarked for
state oil refiners to transition
tocleaner fuels, has a
chequered history. Finance
Minister Nirmala
Sitharaman allocated
335,000 crore in February
2023 forenergy transition,
aninitiative tojumpstart
clean energy initiatives at
state oil companies, which
were then reeling from
billionsof dollars inlosses
from selling transport fuels
atbelow market prices.

financial year. Butin the
final Budget presented in
July, the government
changed the nomenclature
to “Capital Infusion”, made
noreference to energy
transition, and eliminated
thebudgeted spend
completely.

Moreover, the Budget has
madeno provision for
continuing with the subsidy
onEVsfrom August2024
aftera310,000 crore FAME-2
scheme expired in March,
and a truncated subsidy
programme ended on July
31. “With noincentives from
August, the total cost of
acquisition of e-two-
wheelersis expected to
increase 9-11 per cent,”
ratings agency CRISILsaid
inanote onthe Budget.

Compulsions tokeep the
fiscal deficitin checkalong
with enhanced budgets for
AndhraPradesh and Bihar,
which havelentsupporttoa
minority BJPgovernment,
hasleftlittle for energy
transitionin the transport
sector, industry officials
said. Oilminister Hardeep
Puriannounced in July
plans to create an energy
security fund, without
offeringdetails, butno
provisionswere made by the
finance ministry for that
fund in the Budget. On the
contrary, the allocation to
build newstrategic
petroleum reserves (SPRs), a
strategic necessity inline

L Operational emissions (in million tonnes (02¢)—— 1

Source: Company data, industry numbers, oil ministry

with 88 per centoil import
dependency, was cut by 100
crore to¥408crore for FY25
—inFY24, onlyZ40 crore
was utilised of the budgeted
%508 crore. Inaddition, a
5,000 crore allocation to fill
existing SPRs was unused in
FY24, and eliminated in
FY25, according to Budget
documents.

“Acapital support of
330,000 crore was provided
forenergy transition
projects to oil-marketing
companies (OMCs) in
Budget Estimates (BE) FY24
and the same was reduced to
15,000 crore and shifted to
FY25intheinterim Budget,”
said Girishkumar Kadam,
senior vice president and
group head (corporate
ratings), Icra,aUS Moody’s
affiliate. “Thisis reduced to
almost nil, which would
resultin negligible support
to OMCs,” Kadam added.

The government
abruptly slashed the
allocation by halfbut
disbursed nothingin FY24,
according to the interim
Budget for FY25 presented
inFebruary.

“Lastyear, the
government allocated
335,000 crore for priority
investments inenergy
transition and net zero, with
330,000 crore designated for

OMCs tosupport projects for
energy transition, energy
security, and achieving net
zero emissions by 2070, a
significantstep towards
promoting clean fuels,” said
Darshan Ghodawat, CEO
and managingdirector, AVA
Global Logistics.
“Atissueare oil prices. We
havelost theright to price
whatwe produce,”a senior

produced insome partofthe
world?In following that
doctrine, Ithenland upin
chaos here,” Puri said.
Previous governments
ensured affordability by
subsidising oil companies
from the Budget butthe
presentadministration has
leftitto OMCstosubsidise
theconsumer. Thiswas
manageablein the pastbutin

official atastateoil anenvironmentof climate
marketing company told changeand clean energy
thisreporter. coupled withIndia’s reliance
‘Whatoil companies on fossil fuels, it leaves
secured after Indian Oil, Bharat
decadesof 0il minister Petroleumand
lobbyingtoprice  Hardeep Puri Hindustan
petrolanddiesel ~ announced inJuly  Petroleum
waslost to plansto createan  exposed,analysts
political energy security said.
expediencyafter  fund, without Theimpactof
New Delhi offering details, risingcrude
unofficiallyfroze  but no provisions  pricescoupled
pump prices were made bythe  withacrashin
since 2022. Puri finance ministry grossrefining
recently marginsis
remarked at an evidentin OMCs’
industry event organised by QIFY25results. Bharat
upstream regulator Petroleum’s refining margin

Directorate General of
Hydrocarbons that his duty
was towards affordability of
fuels toconsumers than free
marketdoctrines.

“Ismycommitment to
ensuringavailability and
affordability to my
consumer, or isittosome
doctrine which was

0f $7.9/bbl declined sharply
by$4.6/bblquarter-on-
quarter, Nomura Securities
said ina note. Marketing
marginsdeclined by asharp
27percentin the quarter,
partlyduetounder-
recoverieson LPGanda
sharp fall in blended auto-
fuelmarketing margin.

Kadam said. The budgetary
allocation 0f9,094 crore
towards LPG connection for
poor householdsislikely to
remain marginally lower as
per Icraestimates, he added.

State-run refiners have
planned capital expenditure
ofa combined57451 crore
inrefining and
petrochemicals for FY25, a
bulkof which goes towards
new refining projectsand
expansions, and some to
expand the marketing
network. These refiners
were counting on capital
support from New Delhi to
fund clean energy projects
like green hydrogen, which
are presently unviable from
acost perspective compared
to fossil fuel-based
hydrogen, company officials
said. The energy transition
fundwould have enabled
these companies to borrow
more and finance green
projectsseen as unviable
and risky today.

“Although the removal of
the¥30,000 crore allocation
mightslowsome projects,
the overall Budget still
shows astrong
commitment to renewable
energy and clean fuel
initiatives, which can
mitigate some of the
impacts,” Ghodawat said.
He pointed to higher
allocations for grid-based
solar power, offshore wind
energy, and green hydrogen
mission, amongothers.
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Biodiversity needs a
win against oil & gas

he development versus environment debate
T may not always have a clear winning side, but

when it has an endangered species at the
centre, the scales must tip in favour of conservation.
Vedanta-owned Cairn’s proposal to drill in the
Hollongapar Gibbon Sanctuary in Assam could have
severe consequences for the Hoolock Gibbon, India’s
only ape species, and a cascading impact on the
region’s biodiversity. Wildlife scientists have warned
that even a small erosion of the forest canopy could
destabilise the animal’s population, given how itis
almost entirely arboreal and moves around using the
top branches. Cairn has the blessings of the state
government, the Union environment, and the forests
and climate change ministry’s regional office, albeit
with conditions. But the Centre’s Forest Advisory
Committee must consider expert opinion carefully,
given the species is classified as endangered by the
International Union for Conservation of Nature.

The gibbons already face a threat to their habitat
from the Railways’ plans to electrify and expand its
network on the sanctuary’s land. Ironically enough,
two aspects of sustainability are clashing here, with
route electrification being key to the Railways’ plan
to decarbonise. Against this backdrop, hydrocarbon
exploration, with all its implications for the
country’s energy security, may seem a weaker case to
risk the likely biodiversity trade-off.

In the Railways’ case, the Wildlife Institute of India
had recommended setting up artificial canopy
bridges for the gibbons as a last resort. Experts will
need to weigh in on whether this alternative is even
feasible for a drilling project, considering it involves
more invasive activitv, over a longer period.
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Diesel, petrol exports may slow down
onweak Europe demand, low margins

—
Rishi Ranjan Kala
Mew Delhi

The country’s exports of pet-
rol and diesel, which were
sluggish during June 2024,
are expected to be subdued
for the next couple of
months largely on account of
weak demand from Europe,
low margins and upcoming
domestic refinery
maintenance.

Market players and ana-
lysts attribute the develop-
ment to lower demand for
diesel in Europe. Gasoline or
petrol exports fell due to
more supplies hitting the do-
mestic market on account of
refinery maintenance. Jet
fuel exports, on the other
hand, are expected to main-
tain momentum, albeit not
on the scale witnessed dur-
ing May 2024.

However, diesel exports to
Asia continued to rise in
June, with cargoes to Africa
declining relative to May but
well within the historical
range.

Data from Petroleum
Planning and Analysis Cell
(PPAC) show thart diesel ex-
ports fell by 9.4 per cent m-
o-mand 0.5 per cent y-o-y to
1.94 million tonnes. Out-
bound cargoes of petrol de-
clined 3 per cent m-o-m to
1.24 mt. On an annual basis,
motor spirit exports rose
marginally by 0.8 per cent.

Overall, India’s refined
petroleum product exports
fell by 5 per cent m-o-m and
0.6 per cent y-o-y to around
4.98 million barrels per day
(mb/d).

MOMENTUM DECLINES
India’s exports to Europe
have been subdued largelyon
account of strong domestic
supplies and slow demand,
trade sources said.

Vortexa’s Head of APAC
Analysis, Serena Huang
pointed out that India’s
diesel exports to Europe re-
bounded in June to 125,000
barrels per day (b/d), re-
bounding from the multi-
year low in May. However,

ol e ]
1tk RS

r'i [
Ao

1T .
Sluggish offtake
Europe - Asia
Diesel exports

3.00,000
2,50,000
2,00,000
1,50,000
1.00,000
50,000
0

SEEFSE

SELEEFS

(barrels/day)

= Africa

Gasoline/ blending

1,40,000 components exports
1,20,000
1,00,000
80,000
60,000
40,000
20,000

Source: Vortexa

they are still down by over 50
per cent year-on-year.

“The rebound in exports is
likely driven by lower Middle
East exports to Europe in
June, as well as a compensa-
tion of the weak exports in
May,” she added.

While diesel exports to
Asia continued torisein June
(around 132,000  b/d),
volumes to Aftica (around
131,000 b/d) were down rel-
ative to May but well within
historical range.

India’s gasoline exports
last month declined to a five-
month low of 360,000 b/d,
Huang said.

HIGH DEMAND

Trade sources said that high
gasoline demand in the
Middle East is keeping the
barrels in the region, which
has impacted exports to East
and South Africa during June
and July.

As per Vortexa data, In-
dia’s petrol exports to Africa
stood at roughly 56,000b/d, a
marginal decline of 0.5 per

cent M-o-M. “Export-ori-
ented refineries could be
selling more supplies to the
domestic market amidst on-
going and upcoming refinery
maintenance in the country.
Weak export margins have
also dampened incentives
for refineries to ramp up ex-
ports,” she added.

For instance, state-run
Bharat Petroleum Corpora-
tion’s (BPCL) Kochi refinery
will undergo maintenance
during September-October
and Bina refinery during Au-
gust-September 2024.

In the coming months,
Huang expects the export
momentum to remain sub-
dued. “India’s diesel exports
have remained relatively
stable in the first two weeks
of July, whilst gasoline ex-
ports have fallen further to
260,000 bfd. With a slew of
refinery maintenance up-
coming, India’s refined
product exports could see

further declines in the
months ahead,” she
projected.
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