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India’s come a long way since 2012 outage,
world’s largest. Even 250GW isn’t a problem

Sanjay Dutta | Tnn

New Delhi: When India’s po-
wer demand spiked to 250 gi-
gawatts (GW) — a level never
seen before — on May 30 aga-
instaprojectionof 235 GW for
the month, the cross-country
transmission network did not
heat up and there was no re-
portof unscheduled outages.

Despatchers manning the
national control centre direc-
ting the flow of electricity are
now gearing up for a peak de-
mandof 258 GW inthecoming
months. This is afar cry from
July 30 and 31, 2012, when In-
dia suffered the world’s lar-
gest outage after thenorthern
and eastern grids collapsed
due to overload, plunging 620
million (62 crore) people, or
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9% of the world's population
at the time, into darkness for
over 13 hours. The peak de-
mand recorded during that
month was around 130 GW but
additional power could not be
imported from surplus re-

gions as the work on integra-
tion with other grids was still
under way and completed in
December 2013, giving India
‘One Nation, One Grid'.

p ‘Have to be on toes’, P 12
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Have to be on toes to

meet power demand:
Grid India chairman

» Continued from P1

world’s largest unified grid wheeling thermal, nuclear,

hydro, solar and wind power from one corner to another
—and across borders—for distribution utilities. Inter-region-
al integration and expansion in generation basket today allow
operator Grid-India flexibility in managing demand by shift-
ing load around, ensuring power flows according to the day’s
plan. “Things don’t get over for us with the day. We have to ana-
lyse data on trippings, frequency, voltage, loading of lines or
transformers to see they are within limits. We go into any vio-
lation to ensure a repeat. We have to be on our toes,” Grid-India
chairman S R Narasimhan told TOL

An ‘energy management system’ monitors the grid 24X7
at two-minute intervals and 40-milliseconds gap through
‘synchrophasors’. Advance planning is done through com-
puter simulations on worst-case demand-supply situations
and check inter-region transfer limits. These are used for ad-
ministering the market. “Certain steps have to be taken at
different time-horizons. For example, shutdowns of power
plants for overhaul or maintenance in a fiscal year are fro-
zen with regional stakeholders in advance. This makes life
easier for last-mile operators as everyone knows how things
will wok during afiscal and plan,” Narasimhan said.

“With wind and solar, we have a situation where north
would (typically) export (power)during daytime when there
is high solar and so on. We put out those figures 11 months in
advance for trades to happen as long as grid conduct rules
and transfer limitsare not breached,” he said.

In addition, week-ahead forecasts are simulated on the
basis of weather outlook to estimate power available from
solar and wind, determine hydro generation pattern since
the rest of the demand has to be met by coal- and gas-based
plants. Meeting peak demand during daytime is not a
problem due to abundance of solar power, when coal-fired
plants can be backed down and ramped up during the
night. Hydro is generally scheduled during peak hours
when prices are high. Gas-fired power is requisitioned
only if there is a shortfall still.

Overdrawal, a key reason behind the 2012 grid failure,
and the shouting match between the national and state load
despatchers have “come down drastically”, he said.

; ] “nhancements since then has turned the network into the
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OPEC+ agreesto
extend oil cuts

PEC+ agreed to extend its oil
O production cutsinto 2025, while also
setting a timeline for winding down
some of those curbs in a move that could weigh
on prices in the short term.

The agreementreached in Riyadh on
Sunday exceeds market expectationsin some
ways, extending so-called “voluntary” cuts
from key members including Saudi Arabia and
Russia well into 2025. However, it also begins
rolling back those supply reductions earlier
than some OPEC-watchers had predicted.

Priorto the meeting, traders and analysts
had widely expected the extension of these
supply reductions in order to offset soaring
output from several of the alliance’s rivals, with
some predicting they would continue until the
end of 2024. Under the new agreement, the
eight nations participating in these additional
curbs will have added about 750,000 barrels a
day to the market by January. BLOOMBERG
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OPEC+ extends deep oil output cuts into 2025

REUTERS
LONDON/DUBAIL JUNEZ

OPEC+ AGREED on Sunday to ex-
tend most of its deep oil output
cuts well into 2025, exceeding
expectations, asthe groupseeks
to shore up the market amid
tepid demand growth, high in-
terest rates and rising rival US
production.

Oil prices trade near $80 per
barrel, below what many OPEC+
members need to balance their

il \\

OPEC headquartersin
Vienna, Austria.  Reuters File

budget. Worries over slow de-
mand growth in top oil importer

China have weighed on prices
alongside rising oil stocks inde-
veloped economies.

The Organization of the
Petroleum Exporting Countries
and alliesled by Russia, together
known as OPEC+, have made a
series of deep output cuts since
late 2022. OPEC+ members are
currently cutting outputby a to-
tal of 5.86 million barrels per day
(bpd), or about 5.7 per cent of
global demand.

Those include 3.66 million
bpd of cuts, which were due to

expire at the end of 2024, and
voluntary cuts by eight mem-
bers of 2.2 million bpd, expiring
at the end of June 2024.

On Sunday, OPEC+ agreed to
extend the cuts of 3.66 million
bpd by a year until the end of
2025and prolongthe cuts of 2.2
million bpd by three monthsun-
til the end of September 2024.

OPEC will spend one year on
gradually phasing outcuts of 22
million bpd starting from
October 2024 until the end of
September2025.
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@ IN BID TO SUPPORT PRICES

OPEC+ agrees to
extend output cuts

GRANT SMITH,

SALMA EL WARDANY &
ANTHONY DI PAOLA
June 2

OPEC+AGREEDTO extendits
ol supply cuts, delegates said,
as the group continues its
efforts toavertaglobalsurplus
and shore up prices.

The so-called "voluntary”
cuts from key members
including Saudi Arabia and
Russia, which total roughly 2
million barrels a day and were
set toexpireat the end of June,
will continue until the end of
2024, delegates said, asking
not to be named because the
talks were private.

Those curbs were in addi-
tion to an earlier group-wide
agreement capping crude out-
put that runs until the end of
this year. The alliance also
agreed to prolong that accord
to the end of 2025, according
to a statement on the OPEC
website, The United Arab Emi-
rates,which has invested heav-
ily in newoil projects in recent
years,was givena 300,000bax-
rel-a-day boost to its produc-
tion target fornext year.

OPEC+ ministers gathered
on Sunday for a meeting to

OPEC+ CURBS_CAN AVERT OIL SURPLUS
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decide cil policy, with some
attending in-person talks at the
Ritzhotel in Riyadh and others
participating online. Traders
and analysts had widely
expected the extension of the
group'svoluntarycuts, seeing it
as necessary to offset soaring
production from several of
OPEC+'s rivals — most notably
USshale drillers —anda fragile
economic outlook intop con-
sumer,China Theagreementto
prolong the group-wide cuts for
afurther 12 monthsdoesgoa
little furtherthan OPEC-watch-
ers had been expecting.

While crude prices briefly
soared above $90 a barrel in

FINANCIAL EXPRESS Mot 27 June 2024

reaptolean hitps://epaper.financialexpress.com/c/751582939

Aprilas conflict in the Middle
East threatened regional
exports, they'vesince declined.
Brent futuressettled at $81.62
a barrel on May 31, a drop of
7.1% for the month,

Lower oil prices have
otfered some relief to central
banks grappling with persis-
tent inflation, but threaten
revenue for producers like
SaudiArabia.

The kingdom needs prices
close to 5100 a barrel to fund
the ambitious spending plans
of Crown Prince Mohammed
bin Salman, the International
Monetary Fund (IMF) esti-
mates. —BLOOMBERG

&
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Oil products exports up 3.3% in May

ARUNIMA BHARADWAJ
New Delhi, June 2

AFTER REGISTERING Adrop of over
11%inApril,India’sexport of refined
oil products regained momentum
androse marginally lastmonthasthe
demand increased. The country
exported 1.24 million barrels perday
of petroleum products in May, regis-
tering a marginal increase of 3.3%
against 1.20 millionbarrels perdayin
April, data fromshiptrackingintelli-
gence firm Vortexashowed.

Exports, however, remained
largely unchanged from the corre-
sponding period of last yearat 1.25
million barrels perday.

India primarily supplies petro-
leum products to countries in
Europe and Asia.The country has
emerged as a major fuel supplier to
Europeinthe pastfewmonthsafter
European countries started boy-
cotting Russian supplies post its
invasion of Ukraine. However,going
forward,suppliesto Europemaysee
adecline due to ample supplies in
the West. “Asia, Europe and Africa

REFINED OIL PRODUCTS OUTFLOW
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are the top destinations for India's
refined product exports. However,
more clean product exports are
heading toAsia this month, instead
of Europe, as arbitrage to the West
has narrowed due to ample sup-
plies,” said Serena Huang, Vortexa’s
Head of APAC Analysis.

The country exports a variety of
goods via the Red Sea including
petroleum products. The country’s
export of petroleum products fell by
14% in FY24 to $84.14 billion com-
pared to $97.47 billion in FY23,

according to government data. The
slight uptickin the country’s exports
also comes amidst rising domestic
consumption of these petroleum
products,majorlydrivenbygrowthin
demand for diesel, aviation turbine
fuel,and liquified petroleum gas.The
consumption of petroleum products
grewby6%to 19.9million tonnesin
April, asper datafrom the Petroleum
Planningand Analysis Cell.

The country’s production of
petroleum products hasalso seena
rise in the beginning of the current

financial year, marking a rise of 4%
to23.4 million tonnesin Aprilcom-
pared with the same period of pre-
vious year. Even though India’s
petroleum products exports may be
marginally outpacing the overall
outward shipments, imports of
these itemsare rising. As a result,
the country’s self-sufficiencyin oil
products has been witnessing a
decline from 14.5% in 2011-12 to
12.6% in 2022-23, and further to
12.2% in FY24, PPAC data showed.

In April, the country’s import of
petroleum products registered an
increase of 34.4% to 4.3 million
tonnes at $2.1 billion, a 40% rise
from April 202 3. Exports, on the
otherhand, rose just by 9% onyear
to 4.8 million tonne at $3.7 billion
during the month. The country’s
demand for petroleum products
including jet fuel, diesel, LPG
among others is likely to grow to
239 million tonnes in the financial
year 2024-25, as per estimates by
PPAC.The country’s consumption
of petroleum products stood at 233
million tonnes last year.
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‘India has significant potential for producing
Sustainable Aviation Fuel to help cut emissions’

DUBALI: India has significant
potential for producing Sustain-
able Aviation Fuel (SAF), which
can help reduce carbon emis-
sions, global airlines’ grouping
IATA said on Sunday amid ris-
ing air travel.

In 2023, the production of
SAF stood at around 0.5 mil-
lion tonnes and the amount has
to be increased multiple folds
by 2050.

The International Air Trans-
port Association (IATA) said it
will establish the SAF Registry
to accelerate the uptake of the
fuel by authoritatively account-
ing and reporting emissions
reductions from the use of the
fuel. The registry is expected to
be launched in the first quarter
of 2025.

Seventeen airlines, one air-
line group, six national authori-
ties, three Original Equipment
Manufacturers (OEMs), and
one fuel producer are already
supporting the effort to develop
the registry.

Hemant Mistry, Director of
Net Zero Transition at IATA,
said there isa significant poten-
tial for producing SAF in India.

“Regions like India have sig-
nificant opportunities on feed-
stocks, which can support the

pathway (for SAF);” he said here.

India is one of the world’s
fastest growing civil aviation
markets and domestic carri-
ers are expanding their fleet to
meet rising air traffic demand.

As many as 140 identified
SAF projects are progressing
across 31 countries, the group-
ing said.

At abriefing on the sidelines
of the IATA AGM here, Marie
Owens Thomsen, Senior VP
Sustainability & Chief Econ-
omist at IATA, said multiple
levers can be used in different
combinations to achieve net
Zero emissions.

“SAF will be responsi-
ble for the greatest amount of
CO2 reductions by 2050 (65
per cent),” she said. Compared

to the 2023 level, she said, the
production of SAF has to be
increased byaround 1,000 times
to reach 500 million tonnes by
2050.

In a release, IATA said SAF
is expected to account for up to
65 per cent of the total carbon
mitigation needed to achieve
net zero carbon emissions in air
transportation by 2050.

“SAF is key to aviation’s
decarbonisation. Airlines want
more SAF and stand ready to
use every drop of it)” IATA
Director General Willie Walsh
said. IATA represents around
330 airlines that account for
over 80 per cent of the global
trafhic. Indian carriers, includ-
ing Air India and IndiGo, are
part of the grouping. PTI
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Oil producing countries led by Saudi Arabia
extended supply cuts amid slack prices

OPEC+ alliance decided at an online meeting to hold steady its production
levels, which include collective culs of 2 million bpd, through Dec 31, 2025

FRANKFURT: Saudi Arabia
and allied oil producing coun-
tries on Sunday extended out-
put cuts through next vear, a
move aimed at supporting slack
prices that haven't risen even
amid turmoil in the Middle
East and the start of the sum-
mer travel season.

The OPEC+ alliance, made
up of members of the produc-
ers cartel and allied countries
including Russia, decided at an
online meeting to hold steady
its production levels, which
include collective cuts of 2
million barrels per day (bpd),
through Dec 31, 2025.

The Saudis need higher oil
prices to fund ambitious plans

by Crown Prince Mohammed
bin Salman to diversify the
country’s economy away from
fossil fuel exports. Higher oil
prices would also help Russia
maintain economic growth and
stability as it spends heavily on
its war against Ukraine.

The OPEC+ statement
didn't say what would happen
to an additional set of volun-
tary cuts that include a reduc-

tion of 2.2 million barrels a day
by a smaller group of alliance
members including the Sau-
dis. Analysts expected those
unilateral cuts, which expire
at the end of the month, to be
extended as well.
International benchmark
Brent has loitered in the $81-
$83 per barrel range for the past
month. Even the war in Gaza
and attacks on shipping in the
Red Sea by Houthi rebels in
Yemen have not pushed prices
up toward the $100 per bar-
rel level last seen in September
2022. Reasons include higher
interest rates, concerns about
demand due to slower than
desired economic growth in

Europe and China, and rising
non-OPEC supply including
from US shale producers,

US motorists have benefit-
ted from weaker oil prices. Gas-
oline prices have been quiescent
recently, averaging $3.56 per
gallon last week, a penny less
than a year ago. That is down
from a record national average
high of $5 per gallon in June
2022

US gas prices rise along
with crude because the price
of oil makes up half the cost
of a gallon of gasoline. The
price swings are much smaller
in Europe because there taxes
make up a bigger proportion
of the price of fuel. AGENCIES
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Opec+ extends output cuts
‘into 2025 to support prices

Will also extend third round of voluntary cuts into Q3 2024

BLOOMBERG

2lune

pec+ agreed on
Sunday to extend
most of its deep oil

output cuts for 2024 but to
start phasing them out in
2025, as the group
seeks toshore up the

market amid tepid

global demand
growth, high interest rates
and rising rival US production.

Oil prices trade near
$80 per barrel, below what
many Opec+ members need
to balance their budget.
Worries over slow demand
growth in top oil importer
China have weighed on prices
alongside rising oil stocks in
developed economies.

The Organization of
the Petroleum Exporting
Countries and allies led by
Russia, together known as
Opec+, have made a series of
output cuts since late 2022.

Opec+ members are cur-
rently cutting output by a total
of 5.86 million barrels per day
(bpd), or about 5.7 per cent of
global demand.

The cuts include 2 million
bpd by all Opec+ members, the
firstround of voluntary cuts by
nine members of 1.66 million
bpd, and the second round of

KEY DECISIONS

M Total output cut of 5.86 million
bpd, which is 5.7% of the
global demand

B All Opec+ membersto cut
2million bpd

M The UAE's production quota
for2025increased to3.5 million
bpd from 2.9 million bpd

M Opec+ will convene its next
meeting on December1, 2024

voluntary cuts by eight
members of 2.2 million bpd.

Opec+ extended the the
first round of cuts until the end
of 2025 from the end of 2024,
the group said in a statement.

It also agreed to extend the
third round of voluntary cuts
into the third quarter of 2024,
Opec+ sources said, adding
that more details were being
worked out and would be
announced on Sunday.

The countries which have
made voluntary cuts in the sec-
ond round are Algeria, Iraq,
Kazakhstan, Kuwait, Oman,
Russia, Saudi Arabia and the
United Arab Emirates and
Gabon. The same countries
except Gabon participated in
the third round. The group also
agreed to allocate the UAE a

higher production quota of 3.5
million bpd in 2025, up from
the current level of 2.9 million.

Opec+ also postponed the
deadline for an independent
assessment of its members’
production capacities to the
end of November 2025 from
June 2024. The figures will be
used as guidance for 2026 ref-
erence production levels.

Opec+ will hold its next
meeting on December 1, 2024.

Sources have said Opec’sde
facto leader and biggest pro-
ducer Saudi Arabia had spent
days pre-cooking the deal
behind the scenes.

Its energy minister Price
Abulaziz bin Salman invited
some key ministers to come to
Riyadh on Sunday despite
meetings being online.

Investorsflock
toAramcoshare
saletoraise $13bn

Offersells outin hours

Saudi Arabia’s sale of shares in oil giant
Aramcodrew moredemand than thestockon
offer within hours of kickingoff on Sunday, a
dealthatcouldraise upto $13.1billionina
major test of international appetite for the
kingdom’s assets. The share sale sold out
shortlyafter thedeal opened.

The banks on the deal — Citi, Goldman
Sachs, HSBC, JPMorgan, Bank of America,
and Morgan Stanley along with Saudi
National Bank, AlRajhi Capital, Riyad Capital,

and Saudi Fransi —willtake
‘ institutional orders through
Thursday andwill pricethe
sharesthe followingday, with
tradingexpected tostart next
Sunday on Riyadh’sSaudi
Exchange. The offeringwillbe a
gauge of Riyadh’sappeal to foreign
investors tooverhaul its economy.

Thesovereign wealth fund, the Public
Investment Fund (PIF), the preferred vehicle
drivingthe mammoth agenda that has poured
tensofbillionsof dollarsinto everything from
sportsto futuristic desertcities, is likely tobe a
beneficiaryof the funds, analysts and sources
havesaid. Aramco’s sharesclosed about2 per
centlower on Sunday at 28.45 riyals ($7.53).

Saudi Arabiaisoffering investors about
1.545billion Aramcoshares, or 0.64 per cent,
at26.7to29riyals, orjust under $12 billion at
thetopend of the range. REUTERS
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OPEC+ extends deep oil
production cuts into 2025
I

London/Dubai: OPEC+ agreed
on Sunday to extend its deep
oil output cuts for 2024 and
start phasing them out in 2025,
as it seeks to shore up the
market amid tepid global
demand growth, high interest
rates and rising rival US
production. As oil prices trade
near $80 per barrel, worries
over slow demand growth in
China have weighed on prices
alongside rising oil stocks in
developed economies. reuters
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WITHDRAWAL OF NOTICE BY PNGRB TO END LEGAL TUSSLE

Regulator Now Says City Gas Networks not Common Carriers

Sanjeev.Choudhary
@timesgroup.com

New Delhi: The Petroleum and Natu-
ral Gas Regulatory Board (PNGRB) has
withdrawn notices to declare city gas
networks in 54 licensed areas as com-
mon carriers, which would help end a
legal tussle between the regulator and
the affected city gas distributors.

In April, the PNGRB had repealed its
previous guideline on declaring net-
works as common carriers, which had
formed the basisfornoticesto54 city gas
licensees in 2021, and replaced it with a
new guideline, Since the old guideline
was repealed, it decided to withdraw all
those notices, the regulator said.

City gas licensees have been fighting

the PNGRB in court over those notices.
The withdrawal of notices will automa-
tically persuade companies to pull out
the cases, people familiar with the mat-
ter said. The regulator, however, may
again move to declare the networks in
the licensed areas that have long excee-
ded their exclusi-
vity period as com-
mon or contract
carriers, as it wo-
uld be necessary to
bring in fair com-
petition among
suppliers, cut
costs for consu-
mers, and enhance
gas consumption
in the country, the
people said. India

has set a goal of increasing the share of
naturalgas in the primaryenergy mixto
15% by 2030 from the current 6%. Any fu-
ture attempt by the PNGRB to declare
the city gas network as a common carri-

er too may get challenged in court as gi-

ving up monopoly meanserosionof pro-
fit for licensees, an
industry executive
said. In March, oil
minister Hardeep
Puri said the full be-
nefit of the reforms
in the natural gas
sector had not rea-
ched the end custo-
mer and that the go-
~ vernment would ta-
S ke all measures to
Y ensure compliance

by city gas companies. The exclusivity
period for both Delhi and Mumbai expi-
red in 2012, according to PNGRB's 2021
notice. Indraprastha Gas is the licensee
for Delhi and Mahanagar Gas for Mum-
bai. Adani Total Gas’ exclusivity for Ah-
medabad expired in 2016 and Indian Oil-
Adani Gas's exclusivity for Chandigarh
ended in 2018, as per the PNGRB.
Licensees enjoy two kinds of exclusivi-
ty, according to the April PNGRB guideli-
ne. Thefirst givesthemexclusiverightsto
lay, build and expand supply infrastructu-
re, and the second bars other suppliers
from using that infrastructure. The se-
cond, also referred to as marketing exclu-
sivity, is available for 68 vears, after
which a licensee’s supply network can be
declared a common carrier; opening the
doorsfor other suppliers to that market.
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Saudi Aramco’s $12 billion stock offer sells out in hours

Bloomberg

feedback@livemint.com

audi Aramco's $12 billion
S share sale sold out

shortly after the deal
opened on Sunday, in a boon
to the government that’s
seeking funds to help pay fora
massive economic transfor-
mation plan.

The government had
demand for all shares on offer
in a few hours after books
opened, according toterms of
the deal seen by Bloomberg

News. Books were covered
across the price range 0f26.70
riyals to 29 riyals.

Whileit wasn’timmediately
clear exactly how much of
the demand came from
overseas, the order book
reflected amixoflocal and for-
eign investors, three people
familiar with the matter said,
declining to be identified as
the information is private.

The extent of foreign partic-
ipationwill be closely watched
as an indicator of interest in
Saudi assets. During Aramco’s

. S = == ‘_'-..-;';_:
The Saudi government owns
about 82% of Aramco.  reuters

2019 initial public offering,
overseas investors had largely
balked at valuation expecta-

tions and left the government
reliant on local buyers. The
$29.4 billion listing drew
ordersworth $106 hillion, and
about 23% of shareswere allo-
cated to foreign buyers.

A top selling point of the
latest offer is the chance to
reap one of the oil industry’s
biggest dividends. Investors
who are willing to look past a
steep valuation and the lack of
buybacks would cash in on a
$124:billion annual payout that
Bloomberg Intelligence esti-
mates will give the companya

dividend yield of 6.6%.

Aramco shares fell as
much as 2.9% to 28.30 riyals
Sunday, valuing the firm at
about $1.8 trillion. The stock
has dropped about 14% since
the start of this year, when
Bloomberg News first reported
the government’s intention
to offload a stake, and is cur-
rently trading atitslowestlev-
elsin overayear.

The Saudi government
owns about 82% of Aramco,
while the kingdom’s wealth
fund holds afurther16%stake.

The kingdom will continue to
be the mainsharcholder after
the offering, which hasbeenin
the worksfor years.

Crown Prince Mohammed
bin Salman said in 2021 that
the government would look to
sell more Aramcosharesin the
future. Those plans gained
momentum a year ago, when
the kingdom began working
with advisers to study the fea-
sibility of a follow-on offer.

The deal ranks among the
largest share sales globally
since Aramco’s listing.
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To accelerate the energy transition, a different policy framework is required

BY VIKRAM S. MEHTA

GENERALS ARE, ON occasion, accused of
preparing for the lastwar, The mandarins re-
sponsible forenergy in the next government
should not make this mistake. India is inthe
mudst of a significant energy transition. The
decision makers would be wise to create a
new strategic framework for energy policy
and its implementation,

Our energy policy is dual pronged. One
prong is focused on fossil fuels. The priority
hereis tomanage and mitigate theincreasing
import dependency on petroleum. The
specificsof this prong are diversificationof the
sourcesof imports, strategicreserves, domes-
ticexploration, demand conservationand ef-
ficiency and environmental protection.

Thesecond prong is focused on accelerat-
ing the transition to clean renewable fuels.
Here the specifics flow from the longer term
commitment to achieve net zero carbon emis-
sions by 2070tothe shorter/mediumtermob-
Jjectives of reducing carbon intensity of GDP
and creating 500 GW of electricity generation
capacity from non fossil fuels by 2030.

These two prongs are developed and im-
plemented by functional, vertically structured
ministries. The Ministry of Petroleum is re-
sponsible for the first prong. And as coal ac-
counts for the largest share inour energy con-
sumption basket, the Ministry of Coal is also
crucially significant. The second prong has a

more cluttered parentage. The Ministries of
Renewables and Power predominate, but the
Ministries of Heavy Industry, Mines and
Minerals, IT and Information and
Environmentare alsoinvolved. Thisis because
many of components required to build agreen
energy ecosystem fall in their jurisdiction.

Eachof these government ministries is
headed by a cabinet minister. They all have a
phalanx of bureaucrats who operate within
well defined, narrow and impermeable siloes.
There is noformal executive forum for anin-
tegrated discussion on energy policy.

| have often commented on the sub opti-
malityofsuch acompartmentalised decision
making structure. Butldo sobecause I believe
the targets for decarbonisation and sustain-
abilitythatIndiahas publicly announced will
be difficultto achieve unless decisionmakers
view the energy value chain through one in-
tegrated lens. This is because of the interna-
tional forcesthatbear onthe greentransition.

The world is once again confronted by
great power competition. TheUSandits allies
are pitted against China and Russia in a new
versionof the Cold War, Taiwan is the “Berlin”
of this contest and technological superiority
the surrogate for nucleararms race. This Cold
War has ramifications for the green agenda
along three axes — supply chain resilience, do-
mestic investment and national security.

China hasanearmonopolyconcentration
onglobal supplies of materials essential for
green energy. It also produces the least cost
solar wafers, cells, panelsand wind turbines.
And it has stolen a march over others on low
cost green technology. Domestic manufactur-
ersof solar, wind and EVs have beenthe ben-
eficiaries. But there are national security con-
cerns, What is supplied can also be withheld.

Tomitigate thisexposure, the Indiangov-
ernmenthasimposedduties on Chinese im-
portsand introduced the PLIscheme toincen-
tivise domestic manufacturers. It has not,
however, created astrategic frame a lathe
Chips and Sdence Act legislated by the US.

Thenextgovernment should consider de-
velopingsucha frame. The purpose should be
to weave the different strands of policy related
to fossil fuelsand greenenergyinto one seam-
less whole and converge the current two-track
energy policy onto one track. The government
should, as a first step, prepare adocument cap-
tioned “Energy strategy: Towards conver-
gence, security and sustainability”. Such adoc-
ument should address the following issues.

One, therelationship between the hydio-
carbon PSEs and other energy companies.
Several of the former are now operatinginthe
domain of the latter, The intent should be to
preventduplicity of effort and resources,

Two, [EA has forewarned that the market

for copper, lithium, nickel and cobalt will be
volatile and therewill be supply shortages in
the absence of additional investment in min-
ing Indiamust, therefore, lay out aclear strat-
egy for meeting its future requirements.

Three, in the face of the “Chinafactor”, the
competitiveness of clean energy vis avis fos-
sil fuels and the ease ofaccess tolow cost green
technology. The US and EU haveimposed anti-
dumping dutieson Chinese EVs, Thereasons
are understandable. National security should
take priority over economics. But there will
be an impact on investorsand on the pace of
the green transition, These ramifications
should be studied.

Four, board rooms are currently cautious
about green investment. But, private capital
is crucial for the transition. The government
must address this riskaversion. One approach
could be toidentify specific sectors or activi-
ties for special incentives. Another, to step up
publicinvestmentand “crowd in” private cap-
ital. The strategy document should detail the
optionsand lay outa road map.

The next government's challenge is tore-
duce the share of fossil fuel againstthe back-
dropof apolarised international geopolitical
ntextand technological innovation.

Thewriteris chainman
and distinguished fellow, CSEP
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Saudi Aramco’s S12-billion
stock offer sells out in hours

MATTHEW MARTIMN
& JULIA FIORETTI
June 2

SAUDIARAMCO'S $12 billion
sharesalesold out shortlyafter
the deal opened on Sunday, in
a boon to the govermment
that’s seeking funds to help
pay for a massive economic
transformation plan.

The government had
demand forallshares on offerin
afew hours afterbooks opened,
according to terms of the deal
seen by Bloomberg News. Books
were covered within the price
rangeof 26.70riyalsto 29riyals.

While it wasn't immedi-
atelyclear exactly howmuch of
the demand came from over-
seas, the orderbook reflecteda
mix of local and foreign
investors, three people famil-
iarwith the mattersaid,declin-
ing to be identified as the
informationis private.

The extent of foreign partic-
ipationwill be closely watched
as an indicator of interest in
Saudi assets. During Aramcao's
2019 initial public offering,

SHARES FELL 2.9% TO 28.30 RIYALS

(%) ® Estimated dividend vield for 2024

TotalEnergies

Shell

Source! Bloombero Intelligence

overseas investors had largely
balked at valuation expecta-
tions and left the government
reliant on local buyers. The
$29.4 billion listing drew
orders worth $106 billion,and
about 23% of shareswereallo-
cated toforeign buyers.

A top selling point of the
latest offer is the chance to
reap one of the oil industry’s
biggest dividends. Investors
who are willing to look past a
steep valuationand the lack of
buybacks would cashinona

$124 billion annual payout
that Bloomberg Intelligence
estimates will give the com-
pany a dividend yield of 6.6%.

Aramcoshares fellas much
as 2.9%to 28.3 Oriyals Sunday,
valuing the firm at about $1.8
trillion.The stock has dropped
about 14% since the start of
this year, when Bloomberg
Mews first reported the
government’s intention to
offload a stake,andis currently
trading at its lowest levels in
overayear. —BLOOMBERG

Mon, 83 June 2024 '
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Russia became India’'s top oil exporter
in FY24, edging out Saudi Arabia

INDIA'S SHARE OF petroleum
imports from Russia jumped to
28.2% in FY24 as compared to
anaverage of 1.6% between
FY¥18 and FY22 as the country
increased its import of
discounted Russian barrels.
India imported petroleum
products worth $180 billion

Russia lrag
Source: Economic Qutloak

in FY24 as compared with
$209 billion the year before, a
drop of 14% on-year despite
elevated global crude oil
prices. InFY23 too, the share
of cil imports from Russia was
high at 16.4%. The share of oil
imports from Saudi Arabia
dropped to 13.8% in FY24
from 15.8% in FY23 and that
from Irag remained flat at 16%
in the two financial years. The
share of oil imports from the
United Arab Emirates, too
dropped to 9.6% in FY24 from
13% in FY 23,

India's oil imports
(% billion}

Fr1o N 141.1
FY20 - 130.5
FY21 -32,&
s

India's share of oil imports (%)
EEFY1Y EFY20 EEFYZ1 EEFY22 EEFYZS B FY2

Saudi Arabia
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TO THE FUTURE

SPIC’s natural gas play bolsters operations, profitability

—
G Balachandar

shwin Muthiah (58) isnowa
A contented man as Southern

Petrochemical Industries
Corporation Ltd (SPIC), the flag-
ship of  the Singapore-
headquartered AM International,
has achieved a major milestone and
embarked on a new phase of growth
following a remarkable turnaround
overadecade.

“With all legacy issues behind us,
we have successfully reorganised
SPIC for future growth,” says the
Chairman of SPIC,and Founder and
Chairman of AM International, with
satisfaction.

AM International, as the holding
company, oversees a diverse portfo-
lio worth about $2 billion in sectors
such as fertilizers and petrochemic-
als. SPIC stands alongside Manali
Petrochemicals Ltd (MPL) in the
petrochemical sector. The group in-
cludes four listed companies: SPIC,
MPL, Tamilnadu Petroproducts (a
JV firm), and Tuticorin Alkali
Chemicals & Fertilizers.

Under Muthiah’s leadership,
since he became Chairman in 2011,
SPIC has staged an impressive turn-
around. The 55-year-old pioneer in
the Indian fertilizer space is now
well-positioned to seize emerging
opportunities as India is evolving
into a cost-efficient producer while
achieving self-sufficiency.

SPIC, a pure-play urea producer,

has entered a new chapter in its his-
tory, undergoing major expansions
for future growth. The company
transitioned from high-cost naph-
tha-based operations to 100 per
cent natural gas (NG)-based opera-
tions. This shift promises to en-
hance sustainability, operational ef-
ficiency and profitability. “We have
completely stopped buying naphtha
now,” Muthiah proudly states.

THE GREEN LEAP
Urea, the primary fertilizer used in
India, is produced in 36 fertilizer
plants nationwide. All these factor-
ies use natural gas as their main raw
material due to its low emissions,
ease ofhandlingand reduced energy
consumption. After a long wait,
SPIC has now joined this group.
InMay 2024, SPIC joined the “gas
pooling” mechanism which calcu-
lates a single pooled gas price based
on the weighted average price of
natural gasused byallfertiliser com-
panies. Companies with lower nat-
ural gas costs pay thedifference into
the system, while those with higher
costs receive the difference.
“Following the full conversion to
natural gas, the company’s EBITDA
is expected to see a significant im-
provement supported by some key
factors,” says Bhanu Patni, Director,
India Ratings & Research (Ind-Ra).
The complete shift to pooled gas
is anticipated to boost energy effi-
ciency to 5.8 gigacalories (Geal) per
tonne. SPIC will benefit from the

Ashwin Muthiah, Chairman of SPIC

pooled gas price mechanism, redu-
cing forex losses by eliminating
naphthaimports, Patni added.

With this transition, SPIC is
poised fora3970 crore revamp of its
existing urea plant to boost capacity
and establish a 150 tonnes per day
green ammonia plant. This upgrade
aimstoincrease urea production ca-
pacity from 7,59,000 tonnes per year
to 9,12,000 tonnes per year, with an
energy consumption target of ap-
proximately 5.7 Gealftonne (6.0
GCal/t now). This revamp will en-
hance plant stability, improve effi-
ciency, and reduce the govern-
ment’s subsidy burden.
“Completion of capex is key to sus-
taining EBITDA at the current
level,” says Patni.

Next on the agenda is fortifying
SPIC’s balance sheet, aiming for
zero debt, with minimal long-term

and working capital debt in the com-
pany. The companyis reinvesting its
cash into the business and has be-
come a dividend-paying entity. “We
are now a dividend-paying com-
pany, distributing dividends in a
measured way while retaining funds
to fuel growth,” Muthiah explains.

WEATHERING THE STORM
However, SPIC’s performance in
FY24 was impacted by unpreceden-
ted floods in the Thoothukudi re-
gion of Tamil Nadu, where its manu-
facturing operations are located.
This led to a decline in net profit to
¥88 crore from ¥284 crore in FY23,
and total income dropped to 31,962
crore from 2,849 crore due to a
factory closure lasting over two
months.

“SPIC’s EBITDA improved given
the difference between the normat-
ive and the actual efficiency. In addi-
tion to healthy EBITDA generation,
SPIC's working capital situation
was also supported by the timely re-
ceipt of subsidies from the govern-
ment allowing SPIC to reduce trade
payables,” states Patni.

Muthiah remains optimistic
about the future growth of SPIC.
“Everything runs smoothly if you
have your raw materials, market de-
mandand fundsinplace. Itwillbean
autopilot operation,” he says
confidently.

While the fertilizer sector shows
promise, Manali Petrochemicals,
operating in the commodity sector,

faces challenges from cheap im-
ports. The company has crafted a
strategy to balance its portfolio with
amix of commodities and speciality
chemicals, leveraging its two UK fa-
cilities to enhance business through
high-margin, sustainable specialty
chemicals. “We are very clear on our
trajectory. We will continue to grow
in our core businesses — fertilisers
and petrochemicals. In fertilisers,
our focus will be on urea and phos-
phate, while in petrochemicals, we
will concentrate on intermediates,”
asserts Muthiah.

But the group companies will not
overstretch to achieve growth. “We
will not let peer pressure sway us.
We will focus on growing where our
strengths lie and trim down where
ourweaknesses are,” he states.

As the group companies progress
through various expansion and
growth stages, have the promoters
developed the management capa-
city to ensure business continuity
without disruption? “That is some-
thing we are very conscious about,”
he affirms. The companies are pro-
fessionally run, focusing on building
strong operational teams and balan-
cing familyinvolvement carefully.

What would be his message to
shareholders? “The dividend is a
message to say we are committed to
long-term sustainability. It signals
to shareholders and stakeholders
our dedication to maintaining sus-
tainable growth,” Muthiah
emphasises.
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