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Cabinet okays MoU with Guyana for crude oil, gas

shashank mattoo@livemint.com
NEW DELHI

he Union cabinet on Fri-
T dayapproved the signing

of a memorandum of
understanding between India
and Guyana to boost coopera-
tion on sourcing of crude oil,
natural gas, refining, and
expanding space for Indian
companiesin the south Ameri-
can nation’s exploration and
production sector.

Guyana has rapidly emerged
asa key player onglobal energy
markets after the discovery of
an estimated 11 billion barrels of

oil reserves offits coast in 2015.

Mint had earlier reported
that India was tracking this
development closelyamid dis-
ruption ofoil imports from Iran
and Venezuela due to Ameri-
cansanctions.

As the world’s third-largest
energy consumer, India has
been keen todiversify itssour-
cesofenergy imports, Guyana
isexpected to produce close to
I million barrels of oil per day
by 2027, which could makeita
keysupplier forIndia. The two
nationsalso share a close politi-
cal relationship, aided by the
presence ofa large Indian-ori-
gin diaspora in Guyana.

Guyana’s vice president
Bharrat Jagdeo told Mint in
2025 that the country iskeento
have greater Indian participa-
tion indeveloping

greater Indian presence in the
Stabroek offshore oil block,
whichiscurrently operated by
US energy major ExxonMobil.

“Next year,

itsnascentenergy As the world's ExxonMobil will
capacities. The third-largest have to give up
agreemem will energy consumer, 20% oftheir hold-
Ffemain_in1 f?f:_'cc India has been ing. Slcj)i):il] fif
oraperiodoffive . . those will be avail-
years, k"?en to diversify able for some

“We also Its SOUFces of form of bilateral
exploredthepos- ~ €NErgYIMpoOrts  .,oa0ement,

sibility of India
examining the
abundant resources thatwe've
had outside of those that are on
auctionnow,” Jagdeo told Mint
in early 2023. He called for a

where we can
actually see joint
production or exploration-re-
lated activities,” Jagdeo had
said. The cabinet also approved
aplanforlsro todevelop asmall

satellite with Mauritius, India’s
domestic spaceindustryisalso
expected to participate in the
project.

Italso gave its nod to Amer-
ica’s official development
agency, USAID, to support the
Indian Railways’ goal of net
zero emissions target. Both
sides will help the railways
develop long-term energy
planning, clean procurement
and an energy-efliciency pol-
icy. The cabinet also approved
the 4.,797-crore PRITHVI
scheme, which aims to channel
funding into earth sciences,
polar research and atmos-
phericsciences.
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Govt to cut
funds for
energy
transition

BlsainbErs
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feedback@livami nt.com

told state-owned oil refiners

it could halve a proposed
3300 billion package aimed at
supporting investments to
manage the energy transition.

State-controlled Indian Oil
Corp. and Bharat Petroleum
Corp. Ltd had planned rights
issues toraise asmuch as¥220
billion and X180 billion, respec-
tively, both backed by the fed-
eral government.

Those will now be trimmed
by as much as half, people
familiar with the development
said.

They did not wish to be
named asthe planisnot public.

PM Narendra Modi’s gov-
ernment had set aside 3350 bil-
lionin the 2023-24 budget for
“priority capital investments
towardsenergy transition and
netzeroobjectives, and energy
security.” Thisincluded 3300
billion to be allocated to state-
owned fuel retailers, with the
rest earmarked for strategic
petroleum reserves.

The government’seffortsto
cutback come as it targetsa fis-
caldeficitof5.9%of GDPinthe
fiscal year that runsto the end
ofMarch, downfrom6.4% last
vear.

Though it's likely to exceed
its tax revenue projections,
there will be shortfalls else-
where, including in sums
raised through the sale of
sharesinstate-owned entities.

So far, New Delhi has raised
only 100.5 billion from share
sales, against a goal of X510 bil-
lion. Spokespeople at Indian
0il and Bharat Petroleum
didn’t immediately reply to
phone calls seeking comment,
while there wasnoresponse to
an email sent to the finance
ministry.

I ndia’s finance ministry has
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India, Guyana sign pact on
hydrocarbon cooperation

New Delhi: The government on
Friday approved signing of a
memorandum of
understanding between India
and Guyana on cooperation in
the hydrocarbon sector. The
proposed MoU will cover the
complete value chain of
hydrocarbon sector including
sourcing of crude oil from
Guyana, participation of Indian
companies in exploration and
production sector of Guyana
and cooperation in crude oil
refining. reuters
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Oilmax to invest
$100 mn in next
3 years, grow biz

Expects Duarmara
field to start
production by Sept

ARUNIMA BHARADWAJ
New Delhi, January 5

OILMAXEMNERGY, A privately-
held oil and gas company,
plans to spend more than
5100 million in the next three
yearsin order
to expand its
operations,

The govermment has
reportedly formed a

six months” At present, the
company's Amguri field pro-
duces 250,000 cubic metersof
gas per day, which cangoupto
750,000 cubic meters a day,
while the Duarmara field pro-
duces 1 million cubicmetersof
gas per day. The Amguri field
alsoproduces 500 barrels aday
of condensates(acrude oil-like
liquid that comes out of the
ground along with the gas).
“Tiphuk is at a very early
stage but in
phase 1, we
anticipate it

the com- . should be
pany’s committee of the SBI, able to pro-
founder, HDFC and ICICI banks fora duce 0.1
chairman framework to finance oil  cubic meters
and manag- and gas projects of gas per
ing director day," Garg
Kapil Garg _ said.

told FE. The Garg also

company also expects its gas
field in Duarmara, Assam, to
begin production by Septem-
ber, thus adding to the domes-
tic gas output of the country.

“In the nextthree years,we
arelooking to spend morethan
5100 million as capex. So, for
the current expansion plans as
of now, we are fully funded,”
said Garg.

Other than Duarmara, the
company ownstwomore fields
inAssam - Amguriand Tiphuk.
The Tiphuk field already has
some wells and the company
aims to start testing these by
the end of the month.

“Wehave applied forregu-
latory permissions and are
hoping thatwe can start test-
ingthese wells towards the end
of this month,” Garg said."If
the tests are successful, we can
just start production in about

believes thatthe completion of
the Indradhanush project —
the Northeastern gas pipeline
that is currently under con-
struction — by November will
likely help the company ramp
up its production and trans-
port it to other markets. The
company’s Indrora field in
Gujarat produces 75 barrels of
oiladay.

Garg hopes that it will cross
300 barrels adayoutputinthe
next three months and 750-
1,000barrelsa day towards the
end of thisyear.

Inadditiontoitsoiland gas
fields under exploratian,the
company recentlywon a block
of coal-bed methane in Chhat-
tisgarh and aims to start its
operations within six months
afteritreceivesall the environ-
ment and pollution board
clearances.

FINANCIAL EXPRESS 53t 96 January 2024 @
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Proposed 30k cr
Capital Infusion
in il PSUs may
be Cut by Half

Our Bureau

New Delhi: The government may
halve its proposed 30,000 crore of
equity investments into Indian Oil,
Bharat Petroleum (BPCL) and Hin-
dustan Petroleum (HPCL) this fiscal
vear as these companies have clock-
ed robust profits and don’t need ma-
jor financial support for their plan-
ned transition to green energy, said
people familiar with the matter.

The government had announced
its capital support plans for these
state-runrefinerslast February in
the FY24 Union budget. At the ti-
me, these companies were facinga
difficult patch and were deman-
ding compensation for the heavy
lossesthey had suffered inthefirst
two quarters of 2022-23 for not in-
creasing retail fuel prices in line
withrising international rates.

Since pump prices are deregula-
ted in the country, the government
didn’t agree to the compensation

but allocated a capital
g~ & support of 230,000 crore

RE=—8 i1 the budget, which co-

uld be used by the com-
panies for their green transition
projects, the people cited above sa-
id requesting anonymity.

To start with, the companies we-
re not too keen on equity infusion
by the government as, like debt,
equity also needs to be serviced,
several company executives told
ET previously. Second, they could
easily raise long-term debt from
the market at an acceptable rate
and fund their green projects,
which will stretch over adecade or
more, they said.

However, with the three state re-
finers posting record-high profits
in the fiscal first half, the conver-
sation in the finance ministry
changed, triggering multiple re-
ports that the government is re-
considering its investment plans.

The people cited above said go-
vernment officials have informed
executives at these refiners that
the proposed investments could be
halved.
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Solidify the Huge Biogas Potential

Kalpana Pathak

In November 2023, Gol mandated the
phased blending of compressed biogas
(CBG)with piped gas supplied to hou-
seholds and CNG for the transport sec-
tor: This was done to push CBG con-
sumption, which has been lagging.

This isnot the first time an attempt
has been made to push CBG adoption.
In 2018, as part of the National Policy
on Biofuels, Gol launched the Sustain-
able Alternative Towards Affordable
Transportation (SATAT) scheme to
push CBG. SATAT envisaged develop-
ing 5,000 CBG plants by 2023-24, mobi-
lising investments of 21.75lakh crore
and creating 75,000 direct jobs. So far,
India has failed to achieve even 1% of
this number:

In August 2023, the parliamentary
standing committee on petroleumand
natural gas came down heavily on the
oil ministry and public sector oil and
gas companies for showing no urgen-
cy insetting up CBG projects. There
was alsoa plan torope in CBG entre-
preneurs. Till June1, 2022, 3,263 letters
of intent (Lols) were issued toentre-
preneurs, of which only 35 were com-

pleted. By August 2023, public oiland
gas companies cancelled 87 Lols.

The good news is that in the last quar-
ter, nearly half adozen publicand pri-
vate energy companies have announ-
ced plans to set up over 100 CBG plants
in the next few years. Reliance Indus-
tries (RIL) plans toset up 100 CBG
plants in the next five years. But there
are challenges:

P Expensive feedstock Most compa-
niesare looking at sugarcane-derived
press mud, municipal solid waste and
animal waste (cow dung) as feedstock
for the plants. This is when India has
anabundant supply of agricultural
waste (parali), which can be nearly
80% of the biomass source used for
RE production. The country produces
nearly 230 million tonnes of non-cattle
feed biomass, which is discarded or
burntevery year, leading toair pollu-
tion innorth India.

!". " R
Clear the air with the domes

To many companies and entreprene-
urs, CBG plants based on parali are
expensive because the post-harvest
supply chain management and gas
transportation infrastructure need
extensive investment.

Onaverage, per acre of land makes
three tonnes of parali. But it is costly
to aggregate and store parali because
it needs to be cut, treaded, raked, bailed,
transported and warehoused in 3540
days before the next sowing season
begins. Funding isrequired for equip-
ment, transportation and storage. For
instance, the cost of settingupal100-
tonne-per-day capacity CBG plant
based on paddy straw is 780 crore.

P Costly working capital.

P Complexity of land availability to
set up projects and satellite storage
locations for the feedstock.

P Limited financing options Lack
of investment by companies is aggra-
vated by the limited financing options
from banks and financial institutions,
who are wary of thinmarginsand high
risk. Many CBG entrepreneurs are
scouting for funds from alternative
sources as banks impose severe colla-
teral security conditions.

A few companies with CBG plants
operational have built them through
internal accruals and arerunning
themat less than half the capacity due
toalack of biomass feedstock avail-
ability and offtake challenges. A more
extended CBG offtake contract of more
than three years from the oil and gas

companies will also aid in easier fin-
ancing for CBG entrepreneurs.

P Lack of market Another hurdleis
the lack of market for CBG and the sup-
ply infrastructure and transportation
of CBG from the plant to the injection
points. Under the CBG-CGD((city gas
distribution) scheme, the responsibi-
lity of connecting the CBG plant with
the CGD network up to10 km from the
plant to the injection point lies with
the CBG producers, who consider this
anadditional expenditure. Due to
such constraints, CBG producers are
reportedly flaringalot of gas.

India has struggled to contain its en-
ergy import bill for decades, yet focused
investments in extracting power from
biomass sources have been a struggle.
According to MNRE, India can gene-
rate 18 GW of RE using biomass. That
will be Tata Power’s total power-gene-
rating capacity in the next two years.

The biomass sector contributes only
5% of India’s total energy production,
with an installed capacity of over10 GW.
This can be increased multifold, but
only if the pain points of companies
and entrepreneurs are addressed.
Right interventions and financial
incentives will facilitate GoI's CBG-
CGD blending mandate and reduce
India’senergy import bill, solve the
stubble-burning issue, generate
employment and get India closer to
meeting its net-zero emission goals.

kalpana.pathak@timesgroup.com
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