TIS BECOMING evident thatwith

increased carbon emissions,

humankind is moving towards an

existential crisis. Extreme

weather events have become
common,andindiscriminate useof fos-
sil fuel for power generation, mobility,
andindustrial purposes is contributing
to rising emissions. Thus, the call fora
faster transition to clean energy is get-
tingstronger. Renewableenergy(RE) has
crossed a big milestone with global
capacity addition exceeding fossil fuel.
Around 3,400 gigawatt (Gw) capacities
havebeeninstalled, comprisingof 30%
of total power generation.

India’s economy requires massive
energytosustainits growth. India ispro-
jected tohave thefastest-growing energy
demand globally by 2035, contributing
30% to the total increase. The recent
surge, exceeding 4.2% peryear,willmost
likely resultin India surpassing Chinaas
the largest energy market by 2030,

Despite having one of the biggest
coal reserves, India is consciously pow-
ering its growth using greenand clean
energysources. At the Conference of the
Parties (COP)26,Prime Minister Naren -
dra Modi committed that the nation's
installed RE capacity will reach 500 Gw
by 2030. The target is ambitious but
achievable. But, considering the energy
growth in India's incremental demand
in the electrification of mobility, we
might have to double the installed RE
capacity to 1 terawatt (Tw) by 203 5.

India's journey towards clean energy
has gained momentum in the past 10
years and positioned it as a global leader.
As of May, it has an impressive installed
capacityof arruond 191 Gw,led by 85 Gw
of solar power. The remarkable growth is
largely driven by government initiatives
promoting clean energy. The National
Solar Mission, launchedin 2010, has been
acornerstone that has helped set targets
andincentivise large-scale projects.

The journey towards 1 Tw will be
challenging. There are prerequisitesto
achievingthis.

Availability ofland: Landacquisition
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© BUILDING GREEN CAPACITY
WITH CLEAN ENERGY JOURNEY GAINING MOMENTUM, INDIA CAN ACHIEVE 1 TW CAPACITY BY 2035

A blueprint for RE ambitions

VINEET MITTAL

Chairman, Avaada Group

The key challenges are outdated owner-
ship records, price discoverymechanisms,
mutation, and end-use changes. Making
sure land is available to add almost 800
Gw over the next 10 years will require
massive collaboration between the cen-
traland state governments. Large tracts
available withstates can be considered for
RE projects at fair market prices or on
lease. According to the Wasteland Atlas of
India, 17% of India's landmass has been
identified as wasteland, After properly
assessing these, such land parcels can be
considered for RE projects.
Power evacuation

imports to meet shortages with addi-
tional safeguards for network security.
Deeper engagement with non-Chinese
suppliers will also be required to meet
medium- tolong-term demand.

Lastly,publicsectorundertakingslike
Bharat Heavy Electricals Limited can be
encouraged to investin manufacturing
HVDC equipmenton theirown by form-
ingjointventures,

Policy consistency: In the last few
years, there has been abrupt policy deci-
sions such asimposing safeguard duty
and basic customs duty,and increasing
goods and services tax

infrastructure: AUg-  Tg have aninstalled RE  [2tes.Also,somegovern-
mentation of transmis- h - ments have been more
sion infrastructure has ca pac‘ty.d 17w, India punitive, as they unilat-
not kept pace with RE  heeds aninvestment of  erally cancelled con-
capacity addition. It's  §350-400 billion over the tracts that were only
quite concerning that next 10 rs. It implies restored after courts
Rajasthan, which has I zea £l dP intervened. We need a
oneofthehighest radia- alarge a_se '° enders  onsistent policyat the
tion intensitiesin India, and equity investors central and state levels,

does not have enough
existing and upcoming
connectivity for newprojects till 2028.

The Central Transmission Utility has
decided to use high-voltage direct cur-
rent (HVDC) technology for new trans-
mission due to inherent advantages
suchaslowerline losses and cost advan-
tage over larger distances. But thereis a
delay inline commissioning duetonon-
availability of substation equipment.
This stems from the fact that there are
only three-four manufacturers outside
China for HVDC equipment,and most of
them are overbooked due to orders in
Europe and the US.

While the Indian government's con-
cernsarevalid, practical realities demand
alternativeswhichcould include opening

and a legal and regula-
tory framework should
remainunchanged foratleast5-10 years.

Grid integration and storage solu-
tions: Grid integration is increasingly
becoming a massive problem. While
manageable at lower levels, it's becom-
ing difficultwith the increase inabsorp-
tionof morerenewables. Systemopera-
tors and regulators are urging RE
generators to forecast their generation
to minimise demand-supply imbal-
ances, leading to an increase in penal-
ties. But it's not fully solving the issue,
Solarenergy is onlyavailable during the
day. Thus, increasing RE consumption
requires developing storage facilities
such as pumped hydro and battery
energy storage solutions (BESS). The

casta need for 48 Gw/23 6 Gwhof BESS
and 62 Gwof pumped hydro by 203 0.

Financing: To havean installed RE
capacityof 1 Tw,India needs an invest-
ment of $350-400 billion over the
next 10years. It implies a large base of
lenders and equity investors. However,
there is an urgent need fordiversifying
sources of capital providers and focus-
ing on relatively cheaper sources. In
this regard, relaxing investment
norms for insurance firms can be
transformational. Similarly,strength-
ening the market for green bonds will
playa significant role.

Focus on distributed generation:
According to the Council on Energy, Envi-
ronment and Water, India has arooftop
potential of 600+ Gw, of which less than
15 Gwhas been exploited. There is also a
large potential for smaller decentralised
projectsin ruralareas tofeed directly into
33/11 Kkilovolt (kV) substations and be
Iocated near load centres.

The Pradhan Mantri Kisan Urja
Suraksha evam Utthaan Mahabhiyan is
seeing traction, especially after Maha-
rashtra designed and implemented a
massive capacity addition for solar
plants underthescheme, The aggregate
capacity planned to be added in over
1,000 rural locations in Maharashtrais
around 20 Gw, which will directly feed
into 33,/11 kV substations.

Impetus on domestic manufac-
turing: India largelydepends on imports
for capital equipment and RE. Due to
geopolitical developments, India must
aggressively pursue manufacturing.
While the Centre hasdoneitsbit byintro-
ducing production-linked incentive
schemes, tariff and non-tariff barriers,
moreeffort isneeded to create basicinfra-
structure such asaccess roads and power.

The government has committed to
lowering India’s projected carbon emis-
sions by 1 billion tonnes by 2030 and
reaching net zeroby 2070. This can turn
into reality with the alliance of the gov-
ernment, the private sector, and the citi-
zens.“The future depends onwhat we do
inthe present,” said Mahatma Gandhi.

is a complex time-consuming process. | thewindow for short- to medium-sized Central Electricity Authority has fore- | Thisholds true for India’s REambitions.
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BPCL keento setupplantin Andhra

CM Chandrababu Naidu seeks a detailed plan and feasibility report within 90 days

EXPRESS NEWS SERVICE
@ Vijayawada

A delegation of BPCL (Bharat
Petroleum Corporation Limit-
ed), led by its chairman and
managing director Krishna Ku-
mar, called on Chief Minister N
Chandrababu Naidu at the Sec-
retariat on Wednesday and dis-
cussed a proposal to set up a
petrochemical complex and an
oil refinery in the State.

Asserting that Andhra
Pradesh is the best choice for
investments, Naidu assured the
BPCL delegation that land re-
quired for the project will be al-
located. If the proposal materi-
alises, the Petroleum
Corporation will invest 260,000
crore in the State to establish
an oil refinery and a petro-
chemical complex.

The company representa-
tives informed the Chief Minis-
ter that at least 4,000 to 5,000
acres of land will be required
to establish the petrochemical
complex. Naidu assured them
that necessary land will be al-
lotted to the company within 90
days, once they submit a de-
tailed proposal for the project.
The delegation informed Naidu
that they will be back with the
feasibility report, latest by Oc-
tober, an official release said.

The development comes days
after Naidu visited New Delhi

Chandrababu Naidu with the CEO of VinFast Pham Sanh Chau | exesess

and held discussions with Har-
deep Singh Puri, Union Minis-
ter of Petroleum and Gas, on
setting up a refinery in the
State as per Section 93 (4) of the
Andhra Pradesh Reorganisa-
tion (APRA) Act, 2014.

In an official statement, In-
dustries Minister TG Bharath
said BPCL is ready to invest 1
lakh crore in the State. Initially,
the Corporation plans to invest
¥50,000 crore to ¥75,000 crore,
he said and added that BPCL
representatives will meet
Naidu once again after 90 days.
Following this, a decision will
be taken on the location
forsetting up of the petrochem-
ical complex.

According to officials, estab-
lishment of the refinery will
augur well for the country as

the fuel production capacity
will improve, thereby helping
India become a developed
nation.

It has been learnt that BPCL
is planning to set up a new re-
finery amid rising petrochemi-
cal demand in the country.
However, the company has not
decided on the location yet. The
Corporation currently runs oil
refineries in Mumbai, Kochi,
and Bina in Madhya Pradesh. It
has plans to invest ¥1.7 lakh
crore in the coming five years
in oil refining, fuel marketing,
petrochemical, and clean ener-
gy businesses.

Naiduon X posted, “Strategi-
cally placed on the eastern
coast of the country, our state
has a significant petrochemical
potential. Today, I met with the

Vietnam-based EV firm
invited to set up unit

The Chief Minister also met Pham
Nhat Vuong, CEO of Vietnam-
based automobile conglomerate
VinFast. He invited the company
to set up their electric vehicle and
battery manufacturing units in
the state. He asked the company
representatives about resources
needed for establishing a unit and
assured them that land will be
allocated for the same. The
company held talks on investing
24,000 crore in the state.

representatives of the Bharat
Petroleum Corporation Limit-
ed led by Chairman and Man-
aging Director, Mr Krishna Ku-
mar. We explored the
establishment of an oil refin-
ery and petrochemical complex
in Andhra Pradesh with an in-
vestment of 60-70,000 Cr. I have
sought a detailed plan and fea-
sibility report in 90 days. About
5,000 acres of land will be
required for this project,
which the government looks
forward to facilitating in a has-
sle-free manner.”

The CM also met Pham Nhat
Vuong, CEO of Vietnam-based
automobile conglomerate Vin-
Fast. He invited the company to
set up their electric vehicle and
battery manufacturing units in
the state.
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Disinvestment, monetization
receipts likely to be unchanged

Guiveen Aulzaki
gulveen.aulakh@livemint.com
NEW DELHI

he government is likely
T to keepitsrevenue target

from disinvestment and
asset monetization in the
upcoming Union Budget at
around the same levels of
350,000 croreasinthe interim
Budget.

Two officials familiar with
the government’s thinking said
ashiftinstrategy of notkeeping
a separate target for disinvest-
ment and looking at receipts
from dividends holistically, will
continue, This comes when
receipts from dividends have
risen significantly in FY24,
crossing budget estimates, on
the backofa rally by listed pub-
lic enterprises.

“Some of the

Centre may keep its revenue
target at around the same
levels as of interim Budget. minr

of setting revenue targets from
disinvestment or stake sales in
central public sector enter-
prises which the government
would either partially or fully
exit. A full exit, called strategic

disinvestment, is

transactions are 'clr“ where a CPSE is
ongoing, and not INDIAVRISING sold to a private
much has BUDGET 2024 companyandgov-
changed fromthe ernment hands

interim Budget; the approach
to not have targets for divest-
mentwill continue,” oneofthe
officials said.

Intheinterim budget of Feb-
ruary this year, the government
moved away fromthe practice

over management control.
The shift led to a change in
tabulation of capital receiptsin
the budget with asset moneti-
zationand disinvestment bring
clubbed underthesingle head
of ‘miscellaneous’, contribut-

ing 350,000 crore. Dividends
from CPSEs were kept separate
with an estimated receipt of
148,000 crore.

ForFY24, the Centre netted
332,507 crore, one-half of
which came from disinvest-
ment and the other half from
asset monetization. This was
higher than the budget esti-
mate of Rs 30,000 crore.

Receipts from dividends
have been higher than budget
estimates for three years run-
ning. In FY24, the government
earned 363,749.29 crore as
PSU dividends, 26% above the
revised estimates of 350,000
crore and budget estimates of
343,000 crore. Asof 10 July,no
proceeds from disinvestment
had come in,as per dataissued
by the department of invest-
ment and public asset manage-
ment. Receipts from dividends,
from stakes that government
holdsinvarious CPSEs, stood at
34,917.6 crore.

Disinvestment receipts are
usually a slow trickle, with
stake sales of minority shares
via FPOs (follow on public
offers) ora windfall when stra-
tegic sales go through giving
the government a lump sum
amountinone go.
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FAME-Ill may spark
charging, cut outlay

Next edition may be for three years, with a smaller allocation

al Esha.sachdev@ii‘vemint‘com
NEW DELHI

he upcoming FAME-III
scheme to encourage
clean transport may give
a lift to charging net-
works, evenas the Centre
looks to slowly reduce the hefty
vehiclesubsidiesthat fuelledan EV
revolution in India. According to
two officialswith direct knowledge
of the matter, the scheme may set
asideupto 32,000 crore to encour-
age charging networks, eritical for
wideradoptionof electric vehicles.

Alongside, the next edition of
FAME will hack subsidies forall EV
categories, as partofa planto taper
all federal subsidies on such vehi-
cles. FAME isshort for Faster Adop-
tionand Manufacturing of Electric
and Hybrid Vehicles in India. The
second edition of FAME ended in
March this year.

“Subsidies have to come down
now across the board. They will be
lowerthan in FAME-IL,” one of the
two people said, adding, “Not
evervone in the government is in
agreement on whether electric
four-wheelers should be offered
incentives under FAME-I11"

Meanwhile, officials at the heavy
industries ministry are discussing a
national charging policy, thoughits
scope and methodology are not
clear, since power isa state subject.
The ministry has also held talks
with government and industry offi-
cialsaswellasthe prime minister’'s
office to chalk out a comprehensive
action plan forbuilding a charging
infrastructure, seeking feedback on
whether they need to be installed
along highways or in cities, the
standards they need to follow, and
the type of output required.

“In our base case scenario, we

ECTRIC

‘EHICLE
\RGING
TATION

RENEWED FOCUS

THE Centre may bring - IT plans to focus on
: battery-powered
* buses, trucks

electric car subsidies
toanend in FAME-II

have built in the continuation of
current reduced incentives till the
end of FY25 and progressively nil
incentives in FY26. We have seen
historically that once subsidy redu-
ces, volumes get impacted fora cou-
pleofmonthsand thencome back,”
Jay Kale, senior vice-president at
equity research firm Elara Capi-
tal said.

After FAME-II concluded, the
government rolled out Electric
Mobility Promotion Scheme
(EMPS),a3500 croreschemesolely
for electric two-and three-wheelers
that will run tillJuly 2024. Accord-
ing to the people cited above,
FAME-III may offer subsidies at the
same levels as EMPS, or lower.

Queries emailed to ministries of
heavy industry and finance
remained unanswered.

Industry bodies such as SIAM

- SUBSIDIES for e-2W,
¢ 3Wwill continue but
* atalowerrate

have pushed for battery swapping
incentives under FAME-III, but
there is nodecisionin this respect,
the officials cited above said.

The Union cabinetis yet to clear
FAME-III, and hence, it may not
feature inthis year’s Union budget
on 23 July, the people cited above
said on the condition of anonymity.
The final contours of the scheme
arestill being worked out.

A top executive with an electric
two-wheeler makersaid the “indus-
try will not be disappointed” with
the limited incentives under con-
sideration. Under EMPS, the maxi-
mum incentive available for an
electrictwo-wheeleris 10,000 per
unit, down from 360,000 earlier.
However, FAME-III may not just
have a smaller outlay, but may also

TURN TO PAGE 6
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FAME-III to
sharpen
charging
networks

FROM PAGE1

run for just two to three
years, instead of five years as in
the previouseditions, the offi-
cialssaid.

The industry, however, is
hopingthatincentiveswill be
maintained at 310,000 per
vehicle, fearing lower incen-
tives will hinderthe local sup-
plierand sourcing ecosystem.

While FAME-II provided
subsidies for electric taxis,
EMPS did not, and FAME-III
may continue to skip them.
While the heavy industries
ministry has backed their
inclusion, otherdepartments
are not in favour. Instead, the
government plans to support
more electricbusesin FAME-
111, especially inter-city vehi-
cles which were previously not
covered in its e-bus pro-
gramme PM e-bus seva.

FAME-IImay alsoincentiv-
izeelectric trucks asanew seg-
ment, besides continuing to
subsidize electric two-wheel-
ers and three-wheelers, the
peoplecited earlier said.

Tata Motors, the largest
beneficiary of FAME-IL, has
made a renewed pitch for
including e-four-wheelers
under FAME-IIL In a letter to
the heavy industries secretary
dated 9 March, managing
director Shailesh Chandra had
also sought the inclusion of
personal e-four-wheelers in
the scheme foraspan ofthree
years, Mint had reported ear-
lier.

FAME-II, which had a total
outlay of 311500 crore and
concluded this March, had
broadly supported a range of
electric vehicles including
buses, two-wheelers, three-
wheelers, as well as four-
wheelers.

However, thedistribution of
subsidies had been uneven,
with a large portion allocated
to two-wheelers and buses,
and only 3750 crore directed
towards electric cars and
plug-in hybrids.
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Govt may not change disinvestment, monetisation target

Gulveen Aulakh
gulveen.aulakh@livemint.com

NEW DELHI: The government is
likely to keep its revenue target
from disinvestment and asset
monetization in the upcoming
Union Budget at around the
same levels of ¥50,000 crore as
in the interim Budget.

Two officials familiar with
the government's thinking said
a shift in strategy of not keep-
ing a separate target for disin-
vestment and looking at
receipts from dividends holisti-
cally, will continue.

This comes when receipts
from dividends have risen sig-

nificantly in FY24, crossing
budget estimates, on the back
of a rally by listed public enter-
prises.

“Some of the transactions
are ongoing, and not much has
changed from the interim Bud-
get; the approach to not have
targets for divestment will con-
tinue,” one of the officials said.

In the interim budget of Feb-
ruary this year, the government
moved away from the practice
of setting revenue targets from
disinvestment or stake sales in
central public sector enter-
prises which the government
would either partially or fully
exit. A full exit, called strategic

RECEIPTS FROM
DIVIDENDS HAVE
BEEN HIGHER
THAN BUDGET
ESTIMATES FOR
THREE YEARS
RUNNING

disinvestment, is where a CPSE
is sold to a private company
and government hands over
management control.

The shift led to a change in
tabulation of capital receipts in
the budget with asset moneti-
zation and disinvestment bring

clubbed under the single head
of ‘miscellaneous’, contributing
350,000 crore. Dividends from
CPSEs were kept separate with
an estimated receipt of ¥48,000
crore.

For FY24, the Centre netted
232,507 crore, one-half of
which came from disinvest-
ment and the other half from
asset monetization. This was
higher than the budget esti-
mate of Rs 30,000 crore.

Receipts from dividends
have been higher than budget
estimates for three years run-
ning. In FY24, the government
earned 363,749.29 crore as PSU
dividends, 26% above the

revised estimates of 50,000
crore and budget estimates ol
343,000 crore. As of 10 July, no
proceeds from disinvestment
had come in, as per data issued
by the department of invest
ment and public asset manage-
ment. Receipts from dividends,
from stakes that government
holds in various CPSEs, stood at
34,9176 crore.

Disinvestment receipts are
usually a slow trickle, with
stake sales of minority shares
via FPOs (follow on public
offers) or a windfall when stra-
tegic sales go through giving
the government a lump sum
amount in one go.
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India plans )V between SCI
and OMC to make oil tankers

This move will help India lower its dependence on foreign ships and insurance entities

Subhash Narayan & Ritura) Baruah
NEW DELHI

he Unionministry of shipping

has proposed a joint venture

between state-run Shipping

Corporation of India (SCI)

and a public sector oil mar-
letingcompany (OMC) for manufactur-
ing large oil tankers, said three people
aware of the development.

Indian Qil Corporation Ltd (I0CL),
the largest OMC and refiner in the coun-
try,isbeing considered as the preferred
entity for forging the joint-venture with
SCIL

India, which has never made an oil
tanker, currently hasless than 1% share
of the global shipbuilding market,
which is dominated by China, South
Korea and Japan.

The move is line with the govern-
ment’s ‘Atmanirbhar Bharat’ agenda
that aims to develop India’s manufactur-
ing sector. It will also ensure
energy security as indige-
nousvery large crude con-
tainers (VLCCs) or oil
tankers would allow India
to lower its dependence
on foreign ships and
insurance entities while
reducing the risk of sanc-
tions in war-like situations
from impacting operations.

“Itis felt that all the key aspects like
leasing, operations and insurance
should be handled by Indian companies.
The shipping ministry hasputinapro-
posal fordeveloping VLCCsin the coun-

1%
India’s share of

global shipbuilding |
market. p

(i

China, South Korea & Japan dominate the global shipbuilding market.

try withjoint venture between SCland
an oil company,” said one of the three
people mentioned above, adding that
the proposal is being considered by
stakeholders, including the ministry of
petroleum and natural gas.
Another person said that
althoughtheproposalison
the table for considera-
tion, itis at an early stage
and would need time for
taking a concrete shape.
“The infrastructure for
building theselarge VLCCs
would also be required to be
setup in the country,” said the sec-
ond person.

India is the third largest importer of
crudeoilafter the USand China, and the
proposal for making oil tankers comesat
atime when warsand conflicts haveled

BLOOMBERG

to persistent supply concerns for oil,
resulting in frequent volatility in the
energy market.

Further, recent Western sanctionson
ships carrying Russian oil have also
intensified concerns. Russia has
emerged as the top supplier
of oil to India in the past
couple of years catering
about 35% of its oil
imports.

Attacks on several
global shipments at the
Strait of Hormuz and the
Red Seaarea have also driven
home the need fora home-grown
fleet with operations and insurance
being handled by Indian companies.

Shipbuilding is a key feature of the
Centre’s Maritime Indian Vision 2030.
The vision document noted that ship-

28

Current number
of shipyards in
the country.

building is an industry with a unique
feature — it has nearly 65% value addition
coming from other technology and
ancillary industries such as steel, elec-
tronics, engineering, and port infra-
structure.

“Being an order-driven industry
whereeach vessel is custom built, build-
ingan orderbook is essential for growth
and sustenance of the shipbuilding
industry. India has demonstrated strong
shipbuilding capability in past with sev-
eral shipyards delivering good quality
vessels globally,” it said.

However, Indian shipyards are strug-
gling against a global downturn and
competition with protectionist meas-
ures, it noted, adding that during early
2000s, the Indianshipbuilding industry
produced over300,000Gross Tonnage
(GT)and ranked amongthetop 10 inthe
world.

The global downturn in the ship-
building industry significantly impacted
Indian shipyards with India’s
share inglobal marketdeclin-
ingtolessthan 1%.

India currently has 28
shipyards, 6 under the
Central public sector, 2
under state governments

and 20 private sector.
Although Indian compa-
nies have been in the ship-
building business, large oil tank-
ershave not yet been manufacturedin
the country.

China, Japan and South Korea are
among the top suppliers of VL.CCs.

subhash.narayan@livemint.con
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OIL TRADE WITH RUSSIAHELPED IN PROVIDING FUEL TO INDIANS, STABILISE OIL MARKET: PM

Indian refiners likely saved $10.5 bn
by buying discounted Russian oil

SUKALPSHARMA
NEW DELHI JULY 10

OILHAS traditionally not beena
major pillar of the India-Russia
relationship, with the commod-
ity languishing somewhere in
the depths of the trade list be-
tween thetwocountries. But the
outbreak of the war in Ukraine
andwhat followed changed that
completely, bringing oil to the
very topofthe trade relationship
between Moscow and New
Delhi.

During his visit to Moscow
earlier thisweek, Prime Minister
Narendra Modi acknowledged
that Russia's support helped
India provide fuel to its vast pop-
ulation even as many countries
faced an energy crisis. Modi also
said that the world should accept
that the India-Russia oil trade
brought stability to globalenergy
markets.

According to The Indian
Express's analysis of India's offi-
cial trade data, Indian refiners
likely saved at least $10.5 billion
in foreign exchange between
April 2022 and May 2024 by
ramping up purchases of dis-
counted Russian crude oil follow-
ing the outbreak of the warin
Ukraine. With Western buyers
aittingoil imports from Russiain
thewake of its February 2022 in-
vasion of Ukraine, Moscow be-
gan offering discounts on its
crude. Indian refiners have been
lapping up these discounted bar-
rels, so much so that Russia,

$The Indian EXPRESS

RI.ISSIAH OILIN IHDIA
Average landed price Russia's sharein India’s
of oil($/barrel) oilimport basket (%)
®2022-23 m2023-24
35.7%
Russian O:her %ﬁ
il Suppliers :
i<
Analysis based on data from DGCIS, Ministry of Commerce and Industry

which used to be a marginal
playerinIndia‘s oil trade, is now
New Delhi's biggest oil supplier.
The booming oil trade has also
catapulted Russiainto theclubof
India'stop trade partners.

India has had to walk the
diplomatic tightrope on the
surge in its oil imports from
Russia, with some voices in the
West initially criticising New
Delhi, alleging that buying
Russian ol was helping Moscow
finance its warin Ukraine. India,
on its part, has been emphasis-
ing that as the world's third-
largest consumer of crude oil
withan importdependency level
ofover 85 percent, energy secu-
rity and affordability are key pri-
ority for it, The government has
timeand again stated thatIndian
refiners helped rebalance the
global oil market and keep prices
incheckbybuying more Russian
oil, which the West had com-

Thu,
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pletely shunned. Modi's recent
comments in Moscow are being
seen as a reiteration of India's
long-held stance.

For2023-24 (Fy24), the total
value of india's oil imports was
$139.86 billion, as per data from
the Directorate General of
Commercial Intelligence and
Statistics(DGAS). Had Indian re-
finers paid for Russian ciltheay-
erage per-barrel price they paid
for crude fromall othersuppliers
put together, the oil import bill
would have been $145.29 billion,
or $543 billion higher, the analy-
sis shows. Similarly, for FY23,
while India's total oil import bill
wias $162.21 billion, it would have
been higher by $4.87 hillion had
the average landed price of
Russian oil been the same as the
average priceofoil fromall other
suppliers. In April-May—the first
twomonths of FY25—the differ-
ence onaccount of Russian dis-

counts is estimated at around
$235 million. Although $10.5 bil-
lion may not appear to be a sig-
nificantly high amount in the
overall scheme of India's foreign
trade, thesavingsare substantial
considering these were accrued
by five Indian refining majors—
Indian Oil Corporation, Reliance
Industries, Bharat Petroleum
Corporation, Hindustan petro-
leumn Corporation, and Nayara
Energy—and their arms.

Itisalso worthnoting that the
discounts offered by Russia to
Indian refiners also forced a few
other maor oil suppliers likelrag
to offer discounts, which would
have helped Indianrefiners save
more on costof crude. The cush-
ion from savings of crude pur-
chasesalso partlyenabled Indian
fuel retailers to not hike petrol
and diesel prices even as prices
in the international market
surged in periods of high volatil-
ity over the past couple of years.

Theeffectvediscounts, while
significant from the pointof view
of Indianrefiners, are not as high
aswhat had been initially antic-
ipated. Relatively higher costof
freight and insurance for Russian
crude as compared to oil from
other suppliers is seen as the
most likely reason With Moscow
facing Westemn sanctions over
the Ukraine war, freight and in-
surance costs for ferrying Russian
oil shot up. This suggests that
while the discounts might have
been deeper on the actual price
of oil, the discount on landed
price—which includes freight

and insurance costs—would
work out to be much lower.

The average landed price of
Russian crude imported by
Indian refiners for FY24 was
$7639 per barrel, against
$85.32—the averagelanded price
of oil imported from all other
suppliers, the analysis of DGOS
data shows. For FY23, the aver-
age landed price of Russian qude
was $83.24 per barrel, while that
of allothersuppliers put together
was $96.31.

The government releases
commodity-wise and country-
wise trade data with a lag, and
currently, datauptoMay 2024 s
available. While the price of
crudeoil depends on grades and
their prices can vary substan-
tially, the average landed price of
crude and import volumes from
the supplying countries were
used for computations as the
government does not release
grade-wise data,

For FY24, Russian crude ac-
counted for nearly 36 percent of
India's oil imports totalling
23231 million tonnes, or .70 bil-
lion barrels, In the first two
months of FY25, too, Russian oil
maintained a similar market
share.For FY23, Russian oil hada
market share of 21.5 per cent,
given that Indian refiners had
started ramping up Russian oil
imports only from the beginning
of thatyear. Inthe process, Russia
displaced traditional heavy-
weights like lrag and Saudi
Arabia to emerge as India's
largest source market for crude.
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WITHIN 5 DAYS OF MEETING

PM

Naidu's 1st Wish of
Petrochem Hub, Oil
Refinery Granted

Meets top BPCL officials
to discuss feasibility;
announcement likely to
be made in Union budget

NidhiSharma

(=]
e
New Delhi: Within five days of £
Andhra Pradesh chief minister N ;
Chandrababu Naidu meeting Pri- £
me Minister Narendra Modi, the
Centre has acceded to a major de-
mand of setting up an oil refinery
and petrochemical hub in the state
with an investment of 60,000 crore.
Naidu, a key ally in the National
Democratic Alliance (NDA) go-
vernment at the Centre, met top of-
ficials of Bharat Petroleum Corpo-
ration Limited (BPCL) on Wednes-
day todiscuss the feasibility of set-
tingup arefinery in the state.
According to people in the know,
three locations were discussed for
therefinery. These include Srikaku-
lam, Machilipatnam and Ramaya-
patnam. The people said formal an-
nouncement of therefinery islikely
to be made in the budget to be pre-
sented on July 23. The locations will
beassessed and then finalised. Sour-
ces said this process will take up at
least two months and the location
may not beannounced in the budget.
A source, who did not wish to be
identified, told ET, “The announce-
ment is politically sensitive as all
three locations are in different parts
of the state — north, central and so-
uth.” An email query sent to BPCL
went unanswered till the press time.
Thisisabigwin for Naiduashehad
pushed for setting up of a refinery
during hismeetings with the PMand
petroleum minister Hardeep Puri.
Naidu’s 16 MPs provide the much-ne-
eded support to the BJP-led NDA go-
vernment. However, Naidu has been
categorically stating that he has inter-
ests of his state in mind and is unwil-
ling torock the boat over any demand.
The refinery is a commitment made
at the time of bifurcation of the state
and laid down in the Andhra Pradesh
Reorganisation Act 2014. Section 93 of
the Act lays down that the Centre
“shall take all necessary measures as
enumerated in the Thirteenth Schedu-
le for the progress and sustainable de-
velopment of the successor states wit-
hin a period of 10 years from the appo-
inted day”, The fourth point under “in-
frastructure” head of Thirteenth
Schedule says, “IOC or HPCL shall,
within six months from the appointed
day, examine the feasibility of establis-
hing a greenfield crude oil refinery
and petrochemical complex in the suc-
cessor state of Andhra Pradesh and ta-
kean expeditious decision thereon.”
While BPCL and petroleum ministry

OPTIONS DISCUSSED
Threeloca-
tionsdiscus-
sed for the
refinery. Theseinclude
Srikakulam, Machilipat-
nam & Ramayapatnam

I have sought a detailed
plan and feasibility
reportin 90 days. About
5,000 acres of land will be
required for this project,
which the government looks
forward to facilitatingina
hassle-free manner

NCHANDRABABU NAIDU
Andhra Pradesh Chief Minister

COMMITMENT
Refineryisa
commitment
madeat the

time of bifurcation of the

state &laid downin Andh-
raReorganisation Act

have been tight-lipped about the move,
Naidu took to microblogging site X to
post, “Strategically placed on the eas-
tern coast of the country, our state has
a significant petrochemical potential.
Today, I met with the representatives
of the Bharat Petroleum Corporation
Limited led by chairman and mana-
ging director, Mr Krishna Kumar. We
explored the establishment of an oil
refinery and petrochemical complex
in Andhra Pradesh with an invest-
mentof 60-70,000 cr. Thave sought a de-
tailed plan and feasibility report in 90
days. About 5,000 acres of land will be
required for this project, which the go-
vernment looks forward tofacilitating
inahassle-free manner.”



FINANCIAL EXPRESS, Delhi, 11.7.2024

Page No. 2, Size:(15.20)cms X (8.43)cms.

OMCs may see aweak Q1 on lower margins

ARUNIMA BHARADWAJ
New Delhi, July 10

THE WEAK REFINING margins that
weighedon the state-ownedoil mar-
ketingcompanies'(OMCs) profitabil-
ity in Q4FY24 islikely to persistand
result in subdued earnings for the
country’s downstream petroleum
sectorin thefirst quarter of FY25,

“We expect average grossrefining
margins of PSU refiners — (IOCL,
BPCL,HPCL,CPCLand MRPL} - todip
to $6.8 per barrel ($4.0-58.7/bbl)in
Q1FY25 from $9.4/bbl in Q4FY24
and $9.3/bbl in Q1FY24,"said Flara
Capital inits quarterly preview.

The peak witnessed in the global
oil prices in the beginning of FY25 is
likely to lead to muted refining per-
formance of OMCsin Q1FY25.

Thebrokerage expects companies
in the oil and gas sector to post a
decline of 24% in Ebitda {earmings
before interest, taxes, depreciation,
andamortisation) on yearand 9% g-
o-q in the first guarter of the current
fiscal. Kotak Institutional Equities
noted that with a sharp on quarter
decline in key product cracks and
lower discounts on Russian crudeoil,

r Thu, 11 July 2024
FINANCIAL EXPRESS https://epaper.financialexpress.com/c/75418957
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the reported gross refin-
ing margins for state-
owned OMCs is likely to
moderate further inthe
gquarter under review.
Additionally, due to the

"RESULTS

T2 flitre price cut in
March and higherbrent
prices, marketing mar-
gins on auto fuels were
also weaker g-o-q. We
expect ~35-43% q-0-q

announced cut of 2 per decline in Ebitda forthe
litre nthe pricesofretail = PREV/|EVW\ @ threeOMCs,"Kotaklnsti-
auto fuel in March, the tutional Equities said.

OMCs have registered AnalystsatElaraCap-
weak marketing margins thatwould  ital expect OMC’ retail gross margin

haveled to poor Ebitdain Q1FY25.
“Further, with the fullimpact of

on diesel to see a decline of ¥5.3 per
litre from last yearand ¥0.1 per litre

sequentially to ¥4.4 per litre while
gasoline margin may drop ¥5.5/litre
on year and ¥ 2.9/litre on quarter to
¥5.1/litre. “We expect an average
crude inventory gain of $0.3/bbl vsa
gain of 50.1/bbl in Q4FY24 in
O1FY25E " the firm said.

While the first quarter of the cur-
rent fiscal may see ablip, FY25-FY26
may see sustained earnings improve-
ment due to targeted investments in
improving scale and complexity of
downstream business by the OMCs,

their diversification and a likely
improvement in margins, according
toanalysts.

The country’s upstream sector
comparnies tooare expected to regis-
tera fallintheir Fbitdaasthebenefits
accrued from a marginal increase in
the crude oil prices is expected to be
offset by an increase in the windfall
tax by the government.

“With both oil and gas prices
capped,we expectthe benefits of ~20%
g-0-q higherbrent pricesto beoffset
by an increase in windfall tax,"said
Kotaklnstitutional Equities."ONGC's
Ebitda would likely decline ~6% on
guarter on lower net oil realisation
and alsolower oil production.”

Analysts at Elara Capital also
expect ONGC’s Ebitda to fall 200 on
yearin Q1FY25 due to lower oil and
gas production and higher windfall
taxes.

Thefirmestimates upstreampub-
licsectorcompanies’crude oil realisa-
tion (net of windfall taxes)at $71 per
barrel, down 5% from last year and
4% from the previous quarter."0il
India’s crude oil and natural gas pro-
duction is likely to witness growth of
6% and 9% on year, respectively.”
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OPEC keeps 2024 global oil demand
growth view unchanged at 2.2 mn bpd

Informist
NEW DELHI

The Organization of the Petro-
leum Exporting Countries has
once again kept its forecast for
growth in global demand for
crude oil in 2024 and 2025 un-
changed at 22 min barrel per
day and 18 min bpd, respect-
ively. OPEC sees demand for
crude oil in 2024 at 104.46 min
bpd and in 2025 at 106.31 min
bpd, according to the Monthly
Oil Market report released on
Wednesday.

OPEC has revised down-
ward the growth in demand
for crude oil in Jan-Mar from
the Organization for Economic

Cooperation and Development
countries in Europe, Asia
Pacific and Latin America
However, this was offset by a
better- ed perform-
ance in the same period in
some non-OECD countries, the
cartel said

"Expected strong mobility
and air travel in the Northern
Hemisphere during the
summer driving/holiday sea-

son is anticipated to bolster de-
mand for transportation fuels
and drive growth in the US" it
said. "Oil demand in Europe
and the Asia Pacific region is
also expected to pick up some-
what between 2Q24 (Apr-Jun)
and 4Q24 (Oct-Dec) amid
stronger mobility and improv-
ing economic development,”
the cartel said in the report

Overall crude oil demand is
expected to be bolstered by
strong consumption from air
travel and healthy road mobil-
ity, including trucking in 2024.
Support is also expected from
industrial, construction and
agricultural activities in non-
OECD countries.

11.7.2024
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THE COMPASS

Optimismin MGL
stock appears

DEVANGSHU DATTA

Mahanagar Gas (MGL) hasjust hiked
prices for compressed natural gas
(CNG)and domestic piped natural
gas (PNG) in the Mumbai Metro Area.
Thedistributor raised prices by1.50
perkilogramme (kg) for CNG,
bringingthe price upto75perkg,
including taxes. Domestic PNG
prices were hiked from?z1 per
standard cubic meter (SCM) toI48
per SCM, inclusive of taxes.

MGLalso hosted its analyst meet
inJune, highlightingastrong FY24
performance, and gave guidance ofa
S-yearvolume CAGRof 6-7 per cent
(standalone) versus 5per centduring
FY19-24 and around 10 per cent
CAGR forrecently acquired
subsidiary Unison Enviro Private
Limited (UEPL). The management
indicated afocus on infrastructure
creationwitha capex target of31,000
crore for FY25, splitbetween
standalone and UEPL at800 crore
and?200 crore, respectively. APM
(administered pricing mechanism)
based gasallocation isaround 70 per
centof priority volume now and the
shortfall is metvia HP-HT gas.

‘The company targets 5-6 new
LNG stations perannum. [tcould see
some marginreduction asitpushed
volume growth. However, ithas
operatingefficiencies, and high
population densityin its favouras
one of the largest city gas distributors
(CGDs)sinceitisthesole authorised
distributor of CNGand PNGin
Mumbai, Thane urban and adjoining
municipalities and Raigad district
(Maharashtra). CNGisusedin
vehicles and PNG is for domestic
household, commercialand
industrial use.

MGLdistributes gasthrough an
extensive CGD networkof pipelines.
Itsupplies CNG to 0.77 million
vehicles and PNG to1.53 million
domestic households. The company
hasestablished connectivity for
nearly 249 million households in the
three gas-licensed areasthatit
covers. MGL1aid 226.04 kilometres of
steel and PE pipelineduring Q4FY24,
foran aggregated pipeline lengthof
6,968 km. It also added 28 CNG
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stationsduring Q4FY24, takingittoa
total of 347 CNG stations. MGLalso
added 108 industrial and commercial
customers duringthisquarter to
reach atotal of4,769 industrial
customers. There’sastrongbalance
sheetand itincurred capexofX775
croreinFY24.

Average sales volume for FY24
was 3.609 million standard cubic
meters perday (mmsemd), up from
3423 mmscmdin FY23 foran
increaseof 5.45 percentinoverall
sales volume Y-0-Y. Revenue for FY24
stood at36,245 crore, while Ebitda
wasz3l,843 croreversus Ebitda of
1,184 crorein FY23,up 56 per cent
year-on-year. PAT for FY24 was
1,289crore, up from¥790 crore in
FY23, anincrease of 63 per cent.

Climatechange concernsare abig
driver for gasuptakeamidsta policy
pushtocurb CO2emissions. Per
capitaconsumption isexpected to
increase from 185 (FY24) to 500
mmscmd by 2030. There are
rumours that natural gas may be
included in GST, whichwould reduce
the overallimpost of aggregated
excise, sales taxand VAT and simplify
thetaxregime. This could be a trigger
for faster gasadoption. Many
analystsare positive about MGL. A
Bloomberg pollofadozen analysts in
Julyshows five have a ‘buy’ rating
and fourare ‘neutral’; the restare
bearish. Their average one-year
target price is31,617 versuscurrent
priceof%1,715.
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‘Russia remains largest contributor to India’s energy’

Rezaul H Laskar

letters@hindustantimes.com

NEW DELHI: Russia is committed
to being the “largest contributor”
to India’s energy security after
accounting for more than a third
of the country’s oil purchasesand
is giving priority to long-term con-
tracts for crude, coal and fertilis-
ers, a senior Russian diplomat said
on Wednesday.

India and Russia on Tuesday
set a trade target of $100 billion
by 2030 during Prime Minister
Narendra Modi's talks with Pres-
ident Vladimir Putin in Moscow.

The two sides have already raced
past an earlier target of $30 bil-
lion by 2025, with two-way trade
currently worth more than $65
billion mainly because of India’s
massive purchases of discounted
Russian crude.

“Russia is committed to
remain the largest contributor to
India’s energy and food security.
We prioritise long-term con-
tracts for crude oil, coal, energy
and fertilisers,” Roman Babush-
kin, chargé d'affaires at the Rus-
sian embassy, told a reporters.

The two sides are eyeing
investmentsin energy infrastruc-

INDIA AND RUSSIA
SET ATRADE GOAL
OF $100 BILLION BY
2030 DURING PM’'S
TALKS WITH PUTIN

ture, including oil refining and
manufacture of petrochemicals,
and energy transition. The two
sides also plan to diversify civil-
ian nuclear cooperation as the
“strongest pillar” of the bilateral
strategic partnership, and there
have been discussions on float-
ing nuclear reactors and small

and modular reactors, nuclear
medicine and fast breeder reac-
tors, Babushkin said.

Russia’s crude oil supplies to
India have jumped from 2.5 mil-
lion tonnes in February 2021 to 45
million tonnes in 2022 and 90 mil-
liontonnes in 2023, Evgeny Griva,
deputy trade commissioner at the
Russian embassy, said. “We now
have astable share of Indian crude
imports and Russia covers
between 30% and 40%,” he said.

Russian LNG majors such as
Gazprom, Novatek, RusChemAl-
liance and Sakhalin Energy, too,
are eyeing the Indian market,

and Russia is prepared to meet
the technology needs of India's
petrochemical industries thatare
growing at more than10% annu-
ally, Griva said. On India’s
demand for repatriation of
Indian nationals recruited into
Russian Army, Babushkin said,
“Itis a common problem which
has strong domestic implications
for India. Unfortunately, this
topic can be politicised...” Russia
has “never wanted” Indians to be
part of the Russian Army, which
has not made any announce-
ments about wants to specifically
recruit Indians, he said.
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TruAlt Bioenergy Bags
Z390-cr 1G Bioethanol
Order from OM(Cs

Our Bureav

Mumbai: TruAlt Bioenergy, one
of the country’s largest biofuel
and bioenergy companies, has se-
cured a Z390-crore order to supply
first-generation bioethanol (1G
Bioethanol) to oil marketing com-
panies (OMCs) including Hindus-
tan Petroleum, Bharat Petroleum,
Indian Oil, and Mangalore Refine-
ries and Ports.

Thisorderentails thesupply of ne-
arly 60 million litres of 1G Bioetha-
nol over three months from August
to October 2024, TruAlt said on Wed-
nesday. The company has secured
nearly 10% of the total allocated ten-
der quantity of around 660 million
litres. TruAlt has an installed capa-
city to produce 1.4 million litres of
1G Bioethanol and 10,200 kg of com-
pressed biogas (CBG)every day.
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