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Compressed biogas: Far short of the 5,000-plant mark, but getting there?

The initiative to step up production of the sustainable fuel has faced challenges such as unremunerative pricing and lack of infrastructure to move the gas

M Ramesh

recent press release from
A the government stated

that there has been an
“impressive year-on-year
growth” in the number of com-
pressed biogas (CBG) plants set
up in India, “from only 19 func-
tional plants in 2020 to 125
currently”.

Well, here is something that is
not so impressive: In October
2018, when the government
launched the ‘Sustainable Al-
ternative Towards Affordable
Transportation’ (SATAT) initiat-
ive, it said it aimed for 5,000 CBG
plants, with total output of 15
million tonnes a year (equivalent
to 54 million MMSCMD, or met-
ric standard cubic metres per
day, of natural gas), by 2023-24.

‘While the government release
mentions 125 plants, the SATAT
portal says 77 plants have been

commissioned, and 17,801
tonnes of gas was sold in 2024-25
— afarcry from 15 million tonnes.

The initiative has faced several
challenges such as unremunerat-
ive pricing and lack of infrastruc-
ture to move the gas.

However, according to in-
dustry sources, these issues have
largely been resolved and things
are looking better, even though
the trajectory is not yet good
enough for the target.

DECEPTIVE PRACTICE
That the CBG scheme has not
taken off as expected was noted,
back in December 2022, by a re-
port of the Standing Committee
on Petroleum and Natural Gas. It
observed that the scheme “has
not been able to encourage in-
vestors/ entrepreneurs to estab-
lish CBG plants”.

It also flagged several hurdles
in the scheme’s implementation,
including the multiple letters of

intent that the Ministry of Petro-
leum and Natural Gas issued “to
show that targets under the
scheme will be met”. Without
mincing words, the committee
said it “found the practice to be

deceptive on the part of MoOPNG
and oil and gas marketing com-
panies”. Moreover, when entre-
preneurs approached banks for
loans towards setting up CBG
plants, “the banks are not ex-

tending loans for more than one
project to entrepreneurs with
multiple letters of intent”.

It also noted that “CBG plants
have a very low internal rate of
return” and that the pricing of

gas “needs to be remunerative to
the marketing companies”.

IMPROVED SCENARIO
Mohit Gupta, COO, GPS Renew-
ables, however insists that things
are looking better. Reliance,
Adani and several other big play-
ers have announced projects.
Also, the median size of projects
has gone up. When the SATAT
scheme was launched, it was as-
sumed that each plant’s capacity
would be 5 tonnes a day, but most
plants are now planned for 15-20
tpd, some even 40 tpd. Based on
the announcements, Gupta reck-
ons that, in three years, India
could have at least 500 plants (it
takes roughly 100 crore to set
up one plant). In terms of capa-
city, these would be equivalent to
2,000 plants of the originally en-
visaged size. But that is still far
short of the targeted 5,000.

A critical issue that remains
unaddressed, says Gupta, whose

company has announced it
would set up eight CBG plants in
a joint venture with Oil India
Ltd, is the regulation for inject-
ing the gas into pipelines. Today,
you can sell the gas only within a
certain geographical limit. Since
CBG plants are typically setup in
rural areas, where the feedstock
biomass is available, the gas is
produced in low-consumption
centres. To supply to high-con-
sumption centres, such as cities,
it needs to be transported by
road in cylinders. If GBG com-
panies are allowed to transport
the gas via pipeline, its reach and
business prospects would im-
prove. The government is said to
belooking into this.

Today, CBG prices are linked
to natural gas prices (at 20 per
cent discount). The Indian Bio-
gas Association has called for a
T10-15 per kg premium to CNG,
to recognise the green creden-
tials of CBG.
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CENTRE LIKELY TO MISS ¥50K-CRORETARGET FORFY25

Disinvestment target for
FY26 may remain same

PRIYANSH VERMA
New Delhi, December &

THE CENTRE MAY miss the dis-
investment and asset monetisa-
tion target of ¥50,000 crore for
the current financial year, a senior
official told FE. For the next fiscal,
the upcoming Budget may still
peg the target for such receipts at
around ¥50,000 crore, the source
added.

The Centre had set a target of
50,000 crore in miscellaneous
capital receipts (from disinvest-
ment and asset monetisation) in
FY25, doing away with the prac-
tice of setting separate annual
‘disinvestment’ targets.

This marked a less ambitious
approach with regard to key source
of non-debt capital receipts. No
strategic sales (privatisation of
CPSEs) have been carried out by
the government in recent years,
after the sale of Air India to Tata

BEHIND TARGET

#Inthe cument
financial year, the
govemment has
gamered only

8,625 cr

from divestment

The government
has collected these
funds fromthe
divestment of
GIC, Cochin

Shipyard and
Hindustan Zinc

through

m |DBI Bank's strategic
sale could potentially
fetch around 228 000
crore in FY 25 ifthe
transaction goes

mThe Centre
opted todoaway
with the practice
of setting
separate annual
‘disinvestment’
targets in the
FY25 Budget

B Inthe interim
Budget, the FM
announced that
the government
was going fora
holistic strategy
for management
of equity of PSUs

group in October 2021,

“Full efforts are on to reach as
close as possible to the Budget fig-
ure (on disinvestment/asset mon-
etisation). We're going to receive
substantial revenue in the remain-

ing months of FY25, but it (overall
proceeds) may still be fairly lower
than the Budget estimate,” the
official said

Continued on Page 5

Disinvestment target for FY26
expected to remain same

SOFARIN the current financial
year, the govemment has gar-
nered only 8,625 core from
the divestment in three central
public sector enterprises
(CPSEs), namely General Insur-
ance Corpomation of India(GIC),
Cochin Shipyard and HZL,
acrording to offidialdata.

IDBI Bank's strategic sale
could potentiaily fetch around
€28,000 crore in FY25 if the
transactiongoesthrough,asper
analysts. The disinvestmentofa
60.7% stake in IDBl Bank,
includes 30.48%fromthe Cen-
tre and balance from promaoter
LIC. The official also said that
just like in the current year, the

government is not going to
mention ‘divestments’ in the

FY26 Budget documents, nor
willthere bea separate targetfor
it.In july,after the presentation
of the full Budget, Department
of Investment and Public Asset
Management (DIPAM) secre-

tary Tuhin Kanta Pandey had
said that the government's
focus is now onvalue creation’,

In the intenim Budget, the
finance minister (FMm)
announced that the govern-
ment was going for a holistic
strategy for management of

equity of PSUs, which includes
value creation, using the perfor-
mance, capex, dividends, along
with calibrated disinvestment
strategy, which also includes
listing and market dilution.”So
that same value maximisation
strategy will continue,” Pandey
had said. A Pardiament’s stand-
ing committee report recently
said, "With the discontinuation
of disinvestment targets, the
committee would like to press
upon the importance that
strategicdisinvestment holdsin
the country, particulady in
reducing the fiscalburden of the
govemment and promoting
effidency”
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Indiaplans final refi inery expansion as EVera looms

SDINAKAR

8December

Inwhat may be the last wave of
grassroots refinery projects, the crude
oil-refining capacity of state-run
companies may go up by 500,000~
600,000 barrels perday (bpd) inalittle
more than 10 years, according to
industry executives and

government officials.

This comes even as New Delhi is
struggling to strike a balance
between rapidly adopting electric
vehicles and bolstering energy security
by taking recourse to affordableand
more reliable transport fuels.

There are plans for three new
refineries, which are in addition
tothe ongoing addition of around
800,000 bpd, around 16 per cent of the
currentcapacity, according to
theindustry data.

The proposed projects —in Andhra
Pradesh, Uttar Pradesh, and Gujarat —
arestill on the drawing-board, with
Bharat Petroleum Corporation Ltd
(BPCL)and Oil and Natural Gas
Corporation (ONGC) trying toidentify

theright type ofland, hard and strong
with little need for expensive piling, for
arefinery-cum-petrochemicals plant.
Soft, soggy land can drive up the project
cost, an industry official said.

Costsare more critical today than for
projects planned earlier because the
shelflife of transport fuels ison the
wane as India projects Net Zero
emission by 2070.

BPCLisleadingin this withan
emphasis on petrochemicals and fuel
export, an atypical strategy for Indian
state refiners, which have traditionally
met the country’s needs for transport
and cooking fuels.

BPCL’s focus on a proposed 240,000
bpdrefineryin Andhra Pradeshis on
petrochemicals with an oil-to-chemical
conversion intensity of asmuch as 40
per cent — nearly twice thatof
Hindustan Petroleum’s upcoming
grassroots refinery project in Barmer,
industry sourcessaid.

Simultaneously, itisstudying the
potential for asmaller 120,000 bpd
refinery venture in Allahabad, where it
owns land provided BPCL can find
investors for both projects. It will need

pipeline infrastructure to source crude
oil from the west coast. The proposed
facility in Allahabad will focus on
transport fuels, with India’s northern
region the biggest growth guzzler of
petrol and diesel.

ONGCisevaluating plans for a
refineryin Gujarat, astate with the
highest refining intensityin the

FUELLING UP

Ongoing refining capacity expansions (000" barrels per day)

Company (refinery) Nature Capacity addition
" HPCL (Barmer) Grassroot 180 I
10C (Panipat) Brownroot 200 NG
10C (Nagapattinam) ~ Grassroot 180 I
NRL (Numaligarh) Brownroot 120 NN
10C (Koyali) Brownroot 86 I
BPCL (Bina) Brownroot ou N
10C (Barauni) Brownroot 60 I
HPCL (Vizag) Brownroot 260
Total additions 916 I
TOTAL EXISTING CAPACITY 5,020

Note: All expansions by 2027-28

Source: Company

country. Butindustry sourcessay the
explorer’sinterests in Gujarat maybe
becauseofland available at existing
projects. Earlier this year, the company
completed ownership of OPAL, a mega
petrochemicals complex spread over5
square km in the portcity of Dahej.
India programmeof refinery
addition, whichstarted before the

pandemic, will lead toan addition of1.06
millionbpd by 2028, taking the total to
6.2million bpd, which includes HPCL's
180,000 bpd Barmer plantand India Oil’s
180,000 bpd projectin Nagapattinam
(Tamil Nadu), according to Petroleum
Minister Hardeep Puri: After meeting the
domesticoildemand of around 5.5
millionbpd, refinerswill have a capacity

ofatleast700,000 bpd for export.

CRISILsaid in September India’s
oil-marketing companies were
expected toadd 800,000 bpd of
refining capacity by 2029-30, requiring
anexpenditure of2.2 trillion.

“Projectrisk in these investments is
expected to be low, which coupled with
the expectations of steady returns
from the business will support credit
risk profiles of OMCs," it said.

Top officials in the industry have
had talks with Saudi Aramco, seeking
investmentin new refineries, but the
kingdom’s insistence on long-term oil
supply conditions to ensure a captive
market for its crude oil is delaying
negotiations, sources said.

SaudiArabia and the United Arab
Emirates had agreed to take a 50 per
centstake in a1.2 million bpd plant,
along with chemicals ($44 billion), in
Ratnagiri, Maharashtra, during Prime
Minister Narendra Modji’s first term.
But politics and protests over land
acquisition torpedoed the project.

India will be the biggest
contributor to oildemand growth this
year, with consumption growing at six
times China’s pace, according to the
data from global forecasters like the
International Energy Agency and US
Energy Information Administration.
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Petroleum sector tax revenues may plunge inFY25

Collections from windfall tax had cooled even before it was withdrawn on December 2

SUBHAYAN CHAKRABORTY
New Delhi, 8 December

Sluggish collection of excise duty from
petroleum and natural gas — even
before the windfall tax regime got
scrapped in December — shows that
the sector’s overall tax contribution to
the public exchequer may drop signif-
icantly in FY25, said officials.

Tax collected by the Centre from
petroleum as excise duty was31.22 tril-
lion during the first six months (April-
September) of FY25. This is less than
half of the ¥2.73 trillion collected for
the full FY24, data from the Petroleum
and Natural Gas Ministry submitted
to Parliament last week showed. The
slow pace of collections in the first six
months of FY25 is due to lower
receipts from the windfall tax,
Petroleum Ministry officials said.

MONEY MATTERS

Figuresin fcrore

o | o | | e | e | e

Excise duty 223,057 372970 363,305 287575 273,684 122,507
(orporate/income tax B84 20909 29219 33,292 57,493 19,053
1GST B,099 159 19726 22,286 20,930 10364
(esson crude oil 4,789 10,676 19,214 21,445 19,580 7,769
Dividend income to central govt 12,210 10,393 22,62 15673 19310 4,294
Othertaxesand duties 260,021 245168 320349 368497 360759 175198
Total contribution to exchequer** 555,370 672,710 774,425 748,718 751,156 339,185

Note: *Apr-Sep; **includes both Central and state exchequer

Source : Petroleum and natural gas ministry

“With the windfall tax now being
junked by the Centre in early-
December, the government expects
lesser tax from the sector in the cur-
rent year,” an official said.

Excise duties on petrol and diesel
were last changed in May 2022.

Meanwhile, fuel consumption, a
proxy for oil demand, hit a record
157.53 million tonnes (mt) in the first
eight months of the current year. This
was up from 152.37 mt in the same
period of the previous financial year.
It signifies that oil demand is not

behind the fall in excise collections.

Excise duty is levied by the
Centre on the domestic sale of petrol
and diesel. Currently, it isX19.90 per
litre for petrol and ¥15.80 per litre for
diesel. On top of that is the state gov-
ernment levy of value added tax

(VAT), sales tax and other additional
charges.

Meanwhile, classified as special
additional excise duty, windfall tax
was levied on domestically-produced
crude oil, and export of diesel, petrol,
and aviation turbine fuel (ATF).

In place since July 1, 2022, it was
designed to tax the profits of oil com-
panies as a result of the Russia-
Ukraine conflict.

But falling global prices of crude
oil have ended the justification for the
tax, and it was discontinued last week,
after 29 months.

Thesector’s total contribution had
risen in FY23, albeit by a marginal 0.38
per cent to X751 trillion from X748 tril-
lion in FY24. It had shrunk by 34 per
cent in FY23 compared to FY22.

Within this, its contribution to the
central government through taxes
shrankto33.5 trillion in FY24 from %3.7
trillion in the year before.
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‘Prepare for gromng clectricity demand from data centres’

—
Our Bureau
Chennai

The International Energy
Agency (IEA) has called upon
policymakers and industry to
collaborate on a vision for
meeting the fast-growing de-
mand for electricity from
data centres.

Ina statement issued after
the conclusion of a 2-day
Global Conference on En-
ergy and Al in the agency’s
headquarters in Paris, it was
noted that while Alis helping
energy transition by discov-
ering new materials, data
centres were also turning out
to be big consumers of elec-
tricity.

GRID CHALLENGES

Though the overall con-
sumption of electricity by
data centres, as a proportion
of global electricity demand,
will remain small, they could
cause grid challenges in

Fatih Birol,
Executive Director, IEA

pockets where they are con-
centrated, the statement
said. It noted that each data
centre could consume as
much electricity as 100,000
households. Although data
centres currently account for
just one per cent of electri-
city usage globally, there are
already  significant  chal-
lenges to the grid in areas
where they are concentrated,
and demand is expected to
keep growing.

The IEA conference was

attended by ministers and
high-level government offi-
cials from about 25 coun-
tries, such as Brazil, Canada,
France, India, Japan, Singa-
pore, the UK and the US.
CEOs and senior executives
from companies were also in
attendance, with represent-
atives from Amazon Web
Services, Google, Hitachi En-
ergy, Iberdrola, Infosys,
Meta, Microsoft, NVIDIA,
Schneider Electric sharing
insights during sessions.

“Understanding the Al re-
volution is critical to under-
standing the furure of en-
ergy,” Fatih Birol, IEA’s
Executive Director, said in
the statement.

“The IEA is uniquely
placed to ensure that the op-
portunities that AT offers are
fully grasped while associ-
ated risks and challenges are
addressed,” he said, adding
that the agency would bring
out aspecial report on energy
and AI that they will publish

in the spring of 2025. Next
week, the TEA will launch a
new Al-based chatbot for
users to explore the 2024 edi-
tion of the Agency’s flagship
World Energy Outlook report.
Developed in cooperation
with Microsoft, the online
tool “is designed to answer
questions  about  energy
trends, allowing anyone curi-
ous about the findings of the
report to easily dig into its
analysis and projections.”

9.12.2024
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'S Arabia cuts oil prices

S‘audi Arabia is cutting oil
./ prices for buyers in Asia
by more than expected after
OPEC+ further delayed an
output revival, undersco-
ring how the outlook for the
market remains weak.

State oil producer Saudi
Aramco will sell its main
Arab Light crude grade ata

premium of 90 cents a bar-
rel to the regional bench-
mark in Jan, according to a
price list seen by Bloom-
berg. That compares with
$1.7 for this month.

Earlier, OPEC+ —led by
Saudi Arabia and Russia —
agreed to push back produc-
tion increases planned for

the start of January by
anotherthree months, follo-
wing two previous delays.
The prospect of an impen-
ding oversupply leaves the
group with the uncomfort-
able dilemma of whether to
prolong production curbs
well into 2025 or risk a price
slump. BLOOMBERG
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Saudy Aramco also cut prices for north-west
Europe and the Mediterranean.. AP

Saudi Arabia cuts
oil prices for Asia

audi Arabiais cutting oil prices for buyers in
S Asia by more than expected after OPEC+

furtherdelayed an output revival,
underscoring how the outlook for the market
remains weak.

State oil producer Saudi Aramco will sell its
main Arab Light crude grade at a premium of
90 cents a barrel to the regional benchmark in
January, according to a price list seen by
Bloomberg That compares with $1.70 for this
month. The firm was expected to lower the
premium by slightly less, to $1, according toa
survey of traders and refiners. Aramco also cut
prices for north-west Europe, Mediterranean.
It made nochange for North America.

Benchmark oil prices in London are lower
down this yearon concerns sluggish demand
growth, especially in China, will leave the global
market inasurplus next year. Brent crude isnow
justover$71abarrel and trading in a tight range
asaceasefire between Israel and Hezbollah in
Lebanon hasso far held, largely eroding arisk
premium that traders had priced into the market.

Earlier, Opec+ agreed to pushback production
increases planned for the start of January by
another three months. BLOOMBERG
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Saudi cuts oil
prices after
OPEC+ delays

SAUDI ARABIA IS cutting
oil prices for buyers in Asia
by more than expected
after OPEC+ further
delayed an output revival.
Saudi Aramco will sell its
main Arab Light crude
grade at a premium of 90
cents a barrel to the
regional benchmark in
January.
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The new Qilfields Bill, concerns it raises about states’ rights

AJOY SINHAKARPURAM
NEW DELHI, DECEMBER 8

RAJYA SABHA passed the Oilfields
(Regulationand Development jAmendment
Bill, 2024 Oilfields Bill} last week. It seeksto
amend the Oilfields (Regulation and
Development ) Act, 1948 (Oilfields Act),
which governs the exploration and extrac-
tion of natural gas and petro-
leumin the country.

The Centre expects the
amendments would encour-
age domestic production of

POLICY

gas are the only two that have been defined
as mineraloil The Billexpandsthe definition
toinclude any naturally occurring hydrocar-
bon, coal bed methane, and shale gasjoil.
However, the Bill clarifies that the definition
will notincludecoal, ligniteand heliumoc-
curring inassodation with petroleum or coal
or shale”,

Introducing Petrolenm Lease: The Act
definesand regulates amininglease. The Bill
seeks toreplace it witha “pe-
troleum lease”, which has
been defined as “prospecting,
exploration, development,
production, making mer-

petroleumand other mineral

oils, and push private investment in these
sectors to reduce India’s reliance onoil im-
ports. However, Opposition parties have crit-
icised the Bill for several reasons.

What amendments the Bill seeks to
introduce?
The Bill seeks to introduce four major
amendments to the Oilfields Act. These are:
Expanding Definition Of Mineral Oil:
Currently, in the Act, petroleun and natural

chantable, carrying away or
disposing of mineral oils”, All the mining
leases currently inuse will remain valid and
noneofthe leases will be“altered to the dis-
advantage of the lessee during the period of
the lease”.

Expanding Centre's Regulatory
Powers: The Act gives power to the Centre to
make rules on matters such as the grant of
leases, deciding the terms and conditions of
the lease, conservation and development of
mineral oils, methods for producing oil etc,,

ONGC processing platform atthe Mumbai High offshore oilfield. Wikimedia Corimons

according tothe legislative research organi-
sation PRS. The Qilfields Bill retains these pro-
visions and further expands the Centre's
power byallowingit tomakerules for leases
to reduce greenhouse gas emissions, shar-
ing of oil production and processing units,

merger of leases, and resolving disputes on
leases.

Decriminalisation Of Offences: The
Bill seeks to scrap criminal punishment for
those who contravene provisions of the
Oilfields Act, replacing it with fines. Currently,

under the Act, any violation of its provisions
or connected rules passed by the Centre may
be punished with up to six months imprison-
ment and a fine of Rs 1,000. The Billnstead
mentionsa penalty of up to Rs 25 lakh, with
the possibility of a further penalty of Rs 10
lakhperday starting from thedate of the first
penalty ifthe violations persist. The Bill also
adds the following offences: undertaking ac-
tivities related to mineral oils suchasexplor-
ing, prospecting, and production without a
valid lease; and non-payment of royalty,ac-
cording to PRS.

Why is the Bill being criticised?

Several Opposition parties have raised
concernsabouthow the Bill would affect the
rights of states. For instance, Dravida
Munnetra Kazhagam (DMK) MP N R Elango
said that the word “mining” is being “re-
placed only to take away the rights of the
states”. Hedemanded that the Bill be sentto
aSelect Committee of Parliament for review.

On July 25 this year, anine-judge Bendi of
the Supreme Court held that states had the
exclusive power to tax mining activities and
collect royalties from mining leaseholders.

This power, the courtheld, stems from Entry
50 of the State Listin theIndian Constitution,
which gives statesthe power to impose taxes
on “mineral rights”,

However, if mining leases are replaced
with petroleum leases in the Oilfields Act,
the law would fall under Entry 53 of the
Union List. This gives Parliament the power
to create laws regarding the“Regulation and
developmentofoilfields and mineral oil re-
sources; petroleum and petroleum prod-
ucts; other liquids and substances declared
by Parliament by law to be dangerously in-
flammable”.

Anotherconcernis that the provisions of
the Bill give private playersacertain amount
of discretionin how they operate. This would
happen asthe Billremoves the possibility of
criminal punishment, according to Com-
munist Party of India( (PI) MP P PSuneer. He
said that public sector undertakings such as
the Oiland Natural Gas Corporation {ONGC)
should be given priorityover private players.

Critics have also claimed that alarger role
of private companies in the oil and petro-
leumn sectors could lead to severe environ-
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mental impacts.
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