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Despite India’s renewables push,
it’s fossil, fossil burning bright

BEHIND THE CURVE

SHREYA JAI
New Delhi, 12 May

Despite a four-time jump in the country’s
renewable-energy capacity since 2014, the
mainstay of power supply in India
continues to be coal-based thermal power.

The installed capacity of green-energy
sources, chiefly solar and wind, grew to 136
gigawatt (Gw) in March 2024 against 35 Gw
in March 2014.

Butits contribution to electricity

supply hasincreased to only 12 per cent to

date, the data analysed by Business
Standard showed.

Itstechnical limitations restrict the
share of renewable energy in the
electricity grid.

With arecord hot summer and with

unprecedented weather events feared this
year, India’s grid operators are fallingback

oncoal.

The plant load factor (PLF) for renewable

energyisinthe range 16-18 per cent and
thermal is 70 per cent.
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Renewables...

With this, the share of renew-
able energy (excluding hydro) in
the energy-generation mix
remained at about 14 per cent
in FY24, despite the share of
renewable energy in the
installed capacity at about 32
per cent as in March 2024, said
Girishkumar Kadam, senior
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vice-president and group head
(corporate ratings), ICRA.

With hydro missing, gas
unavailable, and renewable
energy sources sans storage
largely unpredictable, close to
80 per cent of daily demand is
being met through coal-run
power plants. Senior executives
at GRID India, India’s grid oper-
ator, say renewable energy is
meeting 25-30 per cent average
electricity demand during solar
hours (ie daytime) and nil dur-
ing night. This translates into
coal running 24 hours.

“After running during the
day, suddenly 40 Gw of solar
and wind goes offline at night.
Around 32 per cent of instanta-
neous demand can be met by
renewable energy but coal
needs to be brought down. But
it cannot be taken below a cer-
tain threshold. So it keeps run-
ning at full capacity during the
day as well. Effectively, coal is
running the show despite
enough renewable energy,”
said a senior official at the
National Load Despatch
Centre (NLDC), Delhi.

Several officials of regional
load despatch centres (RLDCs)
agree.

“Demand is growing but
the share of renewable energy
is not growing that much. So,
all that incremental demand
isfalling on coal. With rooftop
solar, thedemand push on the
grid will come down but its
installation will increase in a
few years,” said an RLDC offi-
cial in the northern region.

By adding large hydro to
the mix, the installed capacity
of renewable energy goes up
to 187 Gw and supply contri-
bution to 30 per cent. Large
hydro was defined as renew-
able energy as early as five
years ago. But this year hydro
power is expected to be low
during peak demand months
due to late snowfall.

Duck curve problem

The Indian grid is expecting
novel issues every peak renew-
able-energy season, which
coincides with high-demand
summer months. The grid
operatorscall it the duckcurve
(high supply and low
demand). India’s electricity
load would earlier peak during
daytime, ie office hours or
commercial electricity
demand. But in recent years,
a new peak has emerged dur-
ing evening hours, driven by
domestic electricity demand

with more electrified house-
holds, increased usage of elec-
tronic items, especially air con-
ditioners and refrigerators in
rural and urban areas.

“When demand peaks dur-
ing evening hours, solar and
wind are notavailable. And dur-
ing morning and afternoon,
when solar is available, demand
is not that much. This duck
curve, when supply is high and
demand low, could get precari-
ous in coming years as the solar
share rises,” said a grid official,
adding that storage will help in
tackling the duck curve prob-
lem. “As the generation pattern
of solar is not in sync with the
load pattern observed, hybrid
renewables, along with storage
requirement, iscritical to ensure
the round the clock (RTC) avail-
ability of power and for effective
integration of RE power in the
grid. However, the extent of
improvement in the cost com-
petitiveness of such RTC power

remains a key monitorable,
which s critically dependent on
the trend in capital cost for stor-
age segment, particularly bat-
tery storage,” Kadam said in an
emailed response to the paper.

Grid officials say the current
worry is extreme weather
eventsinone pocket of the grid.
Those shift the load and voltage
of that area.

“As dispatch gets skewed,
these regions start
importing/exporting more sud-
denly and cause stress and con-
gestion in the system,” the per-
son said.

The more unpredictable
electricity demand patterns
become, the more reliance
increases on predictable coal.
Kadam said ICRA expected the
share of renewable energy,
including hydro, in energy gen-
eration to increase considerably
to 35-40 per cent by 2030, sup-
ported by capacity addition in
renewable energy.
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India’s Russian oil buy had US blessing: Garcetti

Washington had earlier warned New Delhi against trade relations with Moscow

SANDEEP DIKSHIT
TRIBUNE NEWS SERVICE
NEW DELHI, MAY 12
US Ambassador to India
Eric Garcetti has claimed the
US had allowed India to buy
Russian oil. “We allowed the
purchase to take place to
ensure the prices did not go
up globally,” he said, while
speaking at an event organ-
ised by the Council on For-
eign Relations in Washing-
ton last week.

Due to this “arrangement”,
global oil prices didn’t shoot
up and “India delivered on

DIDN'T WANT PRICES TO GO UP

6 Wealowedthe purchase totake place to ensure
the prices did not go up globally... We achieved
what we wanted due to this arangement and
India delivered on that. Eric Garcetti,us sessioor o mou

that,” he added. Earlier last
month, a visiting US Trea-
sury official had also said the
UShad not asked Indiatocut
Russian oil imports. “It is
important to us to regulate
the oil supply. But what we
want to do is limit Putin’s
profit from it,” US Treasury

Assistant Secretary Eric Van
Nostrand had said.

Of late, US officials have
maintained the G7, Euro-
pean Union and Australia do
not want Russian oil to be
sold above $60 per barrel in
order to curtail Moscow’s
profit margin. This alliance

also bans the use of Western
insurance when tankers car-
ry Russian oil priced above
$60 a barrel.

If the statements by
Garcetti and Van Nostrand
are taken at face value, these
mark a departure from the
earlier aggressive observa-
tions by US officials on the
issue of India increasing the
purchase of Russian com-
modities like timber, coking
coke and crude oil. White
House Deputy NSA Dalip
Singh had ruffled many

CONTINUED ON PAGE 8

Indias Russian oil buy had US blessing...

feathers here in 2022 by his
blunt talk. He had wamed that
it was not in “India’s interest
to accelerate or increase
imports of Russian energy”
and said the US would be
“happy to be a partner in
reducing their reliance”.
Singh had also said, “What
we would not like to seeis a
rapid acceleration of India’s

imports from Russia as it
relates to energy or any other
exports that are currently
being prohibited by the USor
by other aspects of the inter-
national sanctions regime.”
Retiring US Under Secre-
tary of State for Political
Affairs Victoria Nuland, after
a trip to India, had told the
US Senate Foreign Relations

Committee that India had “60
years of entanglement” with
Russia which needed to end.

India, on the other hand,
has allowed four Russian
companies to provide marine
insurance cover totankers.In
fact, three of the permissions
were given two weeks after
the visit by Nostrand and oth-
er senior US officials.
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Indian Oil, BPCL & HPCL post
281,000 cr record profit in FY24

The combined standalone net profit of I0C, BPCL & HPCL in FY24 was
better than their annual earning of Rs 39,356 cr in pre-oil crisis years

OUR CORRESPONDENT

NEW DELHI: State-owned
fuel retailers Indian Oil Cor-
poration, Bharat Petroleum
Corporation Ltd and Hindu-
stan Petroleum Corporation
Ltd reported bumper profits
totalling about Rs 81,000 crore
in FY24, which far exceeded
their annual earning in pre-oil
crisis years.

‘The combined standalone
net profit of IOC, BPCL and
HPCL in April 2023 to March
2024 (FY24) was better than
their annual earning of Rs
39,356 crore in pre-oil crisis
vears, regulatory filings by them
showed. All the three companies
posted the highest ever stand-
alone as well as consolidated net
profit in FY24.

The retailers have resisted
calls to revert to daily price
revision and pass on soften-
ing in rates to consumers on
grounds that prices continue to
be extremely volatile - rising on
one day and falling on the other
- and that they needed to recoup
losses incurred in the year when
they kept rates lower than cost.

I0C in 2023-24 posted
a standalone net profit of Rs
39,618.84 crore, according to
the company’s regulatory fil-
ing. This is compared with

IOC in 2023-24 posted a standalone
net profit of Rs 39,618.84 crore,
compared with Rs 8,241.82 crore
annual net profit in 2022-23

Highlights

» BPCL posted a net profit
of Rs 26,673.50 crore
in FY24, higher than Rs
1,870.10 crore earning
in 2022-23 and Rs
8,788.73 crore in FY22

» HPCL's 202 3-24 profit
of Rs 14,693.83 crore
is compared with a Rs
8,974.03 crore loss in
FY23 and a profit of
Rs 6,382.63 crore in
2021-22, according
to the filings

Rs 8,241.82 crore annual net
profit in 2022-23. While the
company could argue that FY23
was impacted by the oil crisis,
the FY24 earnings are higher
than even the pre-crisis years
- Rs 24,184 crore net profit in
2021-22 and Rs 21,836 crore
in 2020-21.

BPCL posted a net profit
of Rs 26,673.50 crore in FY24,
higher than Rs 1,870.10 crore
earning in 2022-23 and Rs
8,788.73 crorein FY22. HPCLs
2023-24 profit of Rs 14,693.83
crore is compared with a Rs
8,974.03 crore loss in FY23 and
a profit of Rs 6,382.63 crore

in 2021-22, according to the
filings.

The losses in FY23 led to
Finance Minister Nirmala Sith-
araman announcing Rs 30,000
crore for IOC, BPCLand HPCL
to support their energy tran-
sition plans in her budget for
2023-24. Mid-way through the
year, that support was halved to
Rs 15,000 crore. The support
which was to happen by way of
equity infusion via a rights issue,
hasn't been given vet.

The three companies, which
control roughly 90 per cent of
India’ fuel market, ‘voluntarily’
have not changed petrol, diesel

and LPG prices for the past two
years, resulting in losses when
input cost was higher and profits
when raw material prices were
lower. They posted a combined
net loss of Rs 21,201.18 crore
during April-September 2022
despite accounting for Rs 22,000
crore announced but not paid
LPG subsidy for the previous
two years.

Subsequent softening of
international prices and gov-
ernment giving out LPG sub-
sidy helped TOC and BPCL post
annualised profit for 2022-23
(April 2022 to March 2023 ) but
HPCL was in the red.

In FY24, things have
changed dramatically. The three
firms posted record earnings in
the first two quarters (April-
June and July-September) when
international oil prices - against
which domestic rates are bench-
marked - almost halved to $72
a barrel from a year ago. Inter-
national prices rose again in the
subsequent quarter to $90, lead-
ing to moderation of their earn-
ings. But, on a year as a whole
they had rich profits.

The fuel price freeze that
began on April 6, 2022, had a
loss as high as Rs 174 a litre
on petrol and Rs 27.7 per litre
on diesel for the week ended
June 24, 2022. However, sub-
sequent softening led to losses
being eliminated. And in mid-
March, they cut petrol and die-
sel prices by Rs 2 per litre each
just before general elections
were announced.

International oil prices have
been turbulent in the last cou-
ple of years. It dipped into the
negative zone at the start of the
pandemic in 2020 and swung
wildly in 2022 - climbing to a
14-year high of nearly $140 per
barrel in March 2022 after Rus-
sia invaded Ukraine, before slid-
ing on weaker demand from top
importer China and worries of
an economic contraction.
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10C, BPCL, HPCL post
181,000 cr record profit

State-owned fuel retailers Indian Oil
Corporation, Bharat Petroleum
Corporation Ltd and Hindustan
Petroleum Corporation Ltd reported
bumper gufits totalling about Rs 81,000
crore in FY24, which far exceeded their
annual earning in pre-oil crisis years. The
combined standalone net profit of 10C,
BPCL and HPCL in April 2023 to March
2024 (FY24) was better than their annual
eaming of Rs 39,356 crore in pre-oil
crisis years, regulatory filings by them
showed. All the three companies posted
the highest ever standalone as well as
consolidated net profit in FY24.
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10C, BPCL, HPCL
REPORT 281K CR
PROFIT IN FY24

Press Trust of India
feedback@livemint.com

NEW DELHI: State-owned fuel
retailers Indian Oil Corporation,
Bharat Petroleum Corporation
Ltd and Hindustan Petroleum
Corporation Ltd reported
bumper profits totalling about
281,000 crore in the (financial
year 2023-24) FY24, which far
exceeded their annual earning
in pre-oil crisis years.

The combined standalone net
profit of IOC, BPCL and HPCL in
April 2023 to March 2024
(FY24) was better than their
annual earning of 39,356 crore
in pre-oil crisis years, regulatory
filings by them showed.

All the three companies
posted the highest ever standal-
one as well as consolidated net
profitin FY24.

The retailers have resisted
calls to revert to daily price revi-
sion and pass on softening in
rates to consumers on grounds
that prices continue to be
extremely volatile - rising on
one day and falling on the other
- and that they needed to recoup
losses incurred in the year when
they kept rates lower than cost.

10C in 2023-24 posted a stan-
dalone net profit of ¥39,618.84
crore, according to the com-
pany’s regulatory filing.
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Large PSUs spend
50,200 cr In capex

arge public sector firms have spent over
L 150,200 crore towards capital expenditure

in April FY25alone, which is6.46% of their
fullfiscal target of X7.77 trillion, an official said.
The pace albeit is slower than 354,177 crore
capex spent in April FY24, about 7.3% of the full
year budget target of37.42 trillion.

“The capex spending will pick up going
forward. Also, the numbers for April are still
provisional and will go up in the revised final
numbers,” the official told PT1.

The capital expenditure during the first
month of FY25 was driven by railways, road, and
oiland gas sectors. The Indian Railways and
sector PSUs spent 326,641 crore in April,
followed by National Highways Authority of
India at 36,645 crore. Among oil and gas sector
PSUs, ONGC incurred capex of 32,318 crore,
Indian Oil Corp. 32,423 crore in the first month
of the current fiscal. PTI



Large PSUs spend
350,200 crore in
capex in April

Large public sector
companies have spent a
little over Rs 50,200 crore
towards capital expenditure
in April FY25 alone, which
is 6.46 per cent of their full
fiscal target of Rs 7.77 lakh
crore, an official said.

The pace albeit is slower
than Rs 54,177 crore capex
spent in April FY24, about
7.3 per cent of the full year
budget target of Rs 7.42 lakh
crore.

“The capex spending will
pick up going forward. Also,
the numbers for April are
still provisional and will go
up in the revised final
numbers,” the official told
PTL

The capital expenditure
during the first month of
2024-25 fiscal was driven by
railways, road, and oil and
gas sectors.

The Indian Railways and
sector PSUs spent Rs 26,641
crore in April, followed by
National Highways
Authority of India (NHATI)
at Rs 6,645 crore.

Among oil and gas sector
PSUs, ONGC incurred capex
of Rs 2,318 crore, Indian Qil
Corporation (10C) Rs 2,423
crore in the first month of
the current financial year.
Hindustan Petroleum Corp
Ltd and Bharat Petroleum
Corp Ltd spent Rs 1,155
crore and Rs 417 crore,
respectively in April.

Power sector PSU NTPC
spent Rs 2,083 crore.

The finance ministry tracks
capital expenditure of public
sector undertakings (PSUs)
that have an annual
investment target of over Rs
100 crore.

The Interim Budget for
2024-25 set a cumulative
capital expenditure target of
Rs 9.01 lakh crore for all
public sector undertakings.
Of this, Rs 7.77 lakh crore
worth capex is to be spent by
PSUs with over Rs 100 crore
of annual capital
expenditure target. In 2023-
24, large PSUs spent Rs 8.05
lakh crore towards capex,
exceeding the budget target
of Rs 7.42 lakh crore.
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Large PSUs
spent 350Kk cr
in capex in
April 2024

Large public sector companies
have spent a little over Rs 50,200
crore towards capital
expenditure in April FY25 alone,
which is 6.46 per cent of their full
fiscal target of Rs 7.77 lakh crore,
an official said.

The pace albeit is slower than
Rs 34,177 crore capex spent in
April F¥24, about 7.3 per cent of
the full year budget target of Rs
7.42 lakh crore.

"The capex spending will pick
up going forward. Also, the num-
bers for April are still provisional
and will go up in the revised final
numbers," the official tald PTI.

The capital expenditure during
the first month of 2024-25 fiscal
was driven by railways, road, and
oiland gas sectors.

The Indian Railways and
sector PSUs spent Rs 26,641 crore
in April, followed by National
Highways Authority of India
{NHAT) at Rs 6,645 crore.

Ammngoil and gas sector PSUs,
ONGC incurred capex of Rs2,318
crore, Indian (il Corporation
(I0C) Rs 2423 crore in the first
month of the current financial
yvear. Hindustan Petroleum Corp
Lid and Bharat Petroleum Corp
Litd spent Rs 1,155 crore and Rs
417 crore, respectively in April

Power sector PSU N'TPC spent
Hs 2.083 crore.

The finance ministry tracks
capital expenditure of public sec-
tor undertakings (PSUs) that
have an annual investment target
of over Hs 100 crore. The Interim
Budget for 202425 set a cumula-
tive capital expenditure target of
Rs 901 lakh crore for all public
sector undertakings.
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LNG fuels more ships; bunkers too few

Shipping research firm Drewry projects that more than 1,000
LNG-fuelled vessels will be in service by 2027. However, the
development of bunkering infrastructure appears to be lagging
incomparison to the growth in fleet as
well as the potential demand, which
could soar to 30 million tonnes by 2028, it
says.

The latest key investments, including
the Marsa LNG ‘low-carbon’ bunkering
project and the LNG bunkering vessel
order placed by Avenir LNG UK, mark a revival of investment in
the sector, it observes.
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Maruti sees CNG car sales rising

New Delhi, May 12:
Maruti Suzuki India
expects its CNG car sales
to rise over 30 per cent to
around six lakh units this
fiscal, according to a sen-
ior company official.

The country's largest
carmaker also aims to
export around three lakh
units in the ongoing finan-
cial vear

“So CNG, this year, we
did about 4,50,000 (units)
in passenger vehicles. We
are hoping to do some-
thing like 6,00,000 vehicles
in FYZ24-25," Maruti
Suzuki India executive
director, Corporate
Affairs, Rahul Bharti said
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in an analyst call.

The company sells CNG
trims across various mod-
els like WagonR, Brezza,
Dzire, and Ertiga, among
others in the domestic
market.

Bharti said the compa-
ny's capacity expansion
by around one lakh units
per annum at its Manesar

plant, in Harvana largely
addresses the Ertiga sup-
ply issues.

On overseas shipments,
Bharti said the company
aims to export about three
lakh units.

“We did about 2.83,000
units in FY24. Despite the
fact that we've increased
substantially over the
usual 1,00,000 units per
yvear that we used to do
just about four vears ago.
We wish to take it further
in the future years.

“And this year, we should
be deoing about 3,00,000
units fairly diversified
across markets, across
products,” he said. — PTT
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New economy, old habits

green economy. It is moving towards renew-
ables, like solar and wind, to replace coal and
gas in energy systems; towards electric vehicles to
replace oil for transportation; and towards hydrogen
to replace fossil fuels in industry and energy. These
are the three big changes expected to drive reduction
in emission in a world that is fast heating up, and
with hugely consequential weather disasters.
There is no doubt that the world needs to move
with speed and at scale. But what will be the business
model that we take to the new green world? I ask
this as there are inherent problems
with the old model of resource util-
isation and its social and environ-
mental fallouts.

Take the issue of mineral extrac-
tion —beitcoal, iron ore, or alumini-
um. The mining of these raw mate-
rials, needed for energy and industry,
have led to massive environmental
fallouts. In India, as we have painfully
found out, this mineral wealth is
often in forests, wildlife habitats, and,

T he world is fast-tracking the transition to a

DOWN TO EARTH

ones — lithium, nickel, copper, cobalt, graphite —
but still those that are found in forests and, invari-
ably, on the lands of the most marginalised. This is
true of not just India but the world. New York-based
market consultancy MSCI reports that 97 per cent
of nickel, 89 per cent of copper, 79 per cent of lithi-
um, and 68 per cent of cobalt reserves in the US are
within 55 km of Native American reservations. It is
the same in other regions — from Central America
to Africa to Asia.

The green transition will mean exponential
growth in the need for these minerals. Will there be
a difference in the way we conduct
business with Earth and its people?
Battles are already being waged. In
the US, for instance, mining majors
Rio Tinto and BHP Billiton’s
Resolution Copper mine in Arizona
has come under fire from indige-
nous communities because the dig-
ging will have to happen on lands
held sacred. The story is the same
wherever the new gold rush is,
across the world, with no new rules

of course, tribal homes. This is why
we say this resource curse is about
rich lands and poor people. The fact
alsois that to get to the minerals we need for the econ-
omy, we have had to cut forests and displace local
communities that had lived in this habitat. The
tragedy of this extractive and revenue-generating eco-
nomic model has been that the people who live on
these lands have hardly benefited from the resources.
This is the core of what is wrong in our world, not just
emission from these industries that then led us to
catastrophic climate change.

1 ask this because in the new green economy,
the world will still need minerals, though, different

SUNITA NARAIN

of engagement.

In India, we have had a long tryst
with making mineral extraction
environmentally and socially just — sadly without
solutions that work. Years ago, the Supreme Court
had ruled in the Samata judgment that no mining
could happen on tribal lands without the participa-
tion of the tribal people. It meant that, at the least,
the tribal people would need to be equal shareholders
in the business. But this was negated. Then came the
effort to share the revenue from mining with these
communities. In fact, the first draft of what then
became the District Mineral Foundation (DMF) was
to make the communities partners in the business.

But this, too, got diluted. The grand idea of sharing
benefits or making people partners in mineral devel-
opment got reduced to an additional cess on min-
erals. This tax is deposited with the DMF and gratu-
itously used by the government to fund what it
would like to see as development, without much
participation of the people who live on the land
where the minerals are found.

The situation is the same with the environment
and forest clearances. The objective at one time was
toensure that communities had the right to consent
to these projects; that clearance would give weight
to their objections to projects in greenfield forest-
lands. But this protection is being whittled away in
the name of growth. It could have helped build a
socially inclusive and just green future.

The other issue that always led to contests in
the old economy was the location of the project —
from thermal power to iron smelters — because
communities feared that pollution would jeopardise
their life and livelihood. The same question is now
being raised about the location of windmills and
solar projects — that they are in areas inhabited by
people or wildlife. The question, again, is this: In
our promised green economy, will governments
make rules that resolve the conflict in ways that
improve local communities and their environment,
or will the rush for transition mean more of the
same old ways, or even worse? The fact is that the
poor never really benefited from the wealth gener-
ated in the old economy. The lands where coal was
mined and energy produced still remain without
electricity. Will the new economy make sure it is
inclusive? Only then can it be sustainable. And if
not, the new economy is not new, or green.

The writer is at the Centre for Science and Environment
sunita@cseindia.org, X: @sunitanar
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Post-Covid Capex
Pumps PSU Muscles

But privatisation, disinvestment remain best option

Surge in market capitalisation of listed PSUs coincides
with Gol’s efforts to revive the economy post-Covid thro-
ugh capex. For most of thedecade leadingup to the pande-
mic, PSUs were losing valuation, relative to their ear-
nings, as investors chased fancier private companies.
Two things changed after Covid. One, government-ow-
ned banks emerged stronger after cleaning their balance
sheet of bad loans. These banks were aggressive lenders
when Indian households fed their pandemic-starved con-
sumption through credit. Two, Gol stepped on the infrast-
ructure pedal, creating unprecedented business for PSUs
inthesectorandallied heavy industries. Thealtered mar-
ket perception about PSUs has shaped Gol’s approach to
divestment. It now looks at state enterprise more holisti-
cally through assets and income, instead of seeking bud-
get-balancingexits.
A reappraisal of PSUs, however, co-
| uldslow thelonger trend of Gol getting
g out of business. And it needs to filter
#» out the temporary effects of economic
management. PSU banks are unlikely
to retain their new-found health aga-
inst private competitors for an exten-
ded period. Government capex, simi-
larly, has a shelf life, after which private investment is ex-
pected to take over. That means companies borrowing
from the cheapest lender, often from abroad, to build capa-
cities. Neither consumption- nor investment-led growth
assuresa special place for PSUs. They will have to compete.
Indian governments, since theeconomic liberalisation
of the 1990s, have admitted governance remains a weak
area for PSUs. If the public sector is to contribute more
meaningfully to India’s growth, it needs to be able to ma-
ke business decisions without political interference. Pri-
vatisation, or at least disinvestment, offers the best im-
munity. It would be unwise to allow the astoundingresur-
gence of PSUs to draw attention away from the deeper
structural need to privatise them. The public sector must
be whittled down toserve strategic interests, and the mar-
ket should be given a free run in allocating capital.
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PSUs spend 6% of
FY25 capex target

New Delhi: Large public sec-
tor companies have spent a
little over Rs 50,200 crore to-
wards capital expenditure in
April alone, which is nearly
6.5% of their full fiscal target
of around Rs 7.8 lakh crore,
anofficial said. The pacealbeit
is slower than the Rs 54,177 cro-
recapex spent in April 2023, abo-
ut 7.3% of the full year budget
target of Rs7.4lakh crore. “The
capex spending will pick up go-
ing forward. Also, the numbers
for April are still provisional,”
the official said. acencies
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PSUs spent 350,200-cr capex in April

New Delhi, May 12: Large
public sector companies
have spent a little over
750,200 crore towards cap-
ital expenditure in April
FY25 alone, which is 6.46
per cent of their full fiscal
target of 27.77 lakh crore,
an official said.

The pace albeit is slower
than 54,177 crore capex
spent in April FY24, about
7.3 per cent of the full vear
budget target of T7.42 lakh
crore,

@ INTERIM BUDGET for
2024-25 set a cumula-
tive capital expendi-
ture target of 29.01
lakh crore for all PSUs.
Of this, ¥T7.77 lakh crore
worth capex is to be
spent by PSUs.

“The capex spending
will pick up going for-
ward. Also, the numbers
for April are still provi-
sional and will go up in
the revised final num-

bers,” the official said.

The capital expenditure
during the first month of
2024-25 fiscal was driven
by railways, road, and oil
and gas sectors.

The Indian railways and
sector PSUs spent 226,641
crove in April, followed by
national highwavs author-
ity of India at 26,645 crore,

Among oil and gas sector
P5Us, ONGC incurred
capex of 2,318 crore,
Indian 0il Corporation

2,423 crore in first month
of current financial year.
HPCL and BPCL spent
21,155 crore and RZT417
crore, respectively in
April. Power sector PSU
NTPC spent 22,083 crore.
The Interim Budget for
2024-25 set a cumulative
capital expenditure target
of 29.01 lakh crore for all
public sector undertak-
ings. Of this, ¥7.77 lakh
crore worth capex is to be
spent by PSUs. —PTI



State-run
fuel retailers

post bumper
FY24 profits

PTI
fe;dback@livemi ntcom
NEW DELHI

tate-owned fuel retailers
S Indian Oil Corporation

(10C), Bharat Petroleum
Corporation Ltd (BPCL) and
Hindustan Petroleum Corpo-
ration Ltd (HPCL) reported
bumper profitstotallingabout
381000 crore in FY24,, which
farexceeded theirannual earn-
ing in pre-oil crisis years.

The combined stand-alone
net profit of I0C, BPCL, and
HPCL in April 2023 to March
2024 (FFY24) was better than
theirannual eaming of 339,356
crore inpre-oil crisis years, reg-
ulatory filings by them showed.

All the three companies
posted the highest ever stand-
alone and consolidated net
profit in FY24. The retailers
have resisted calls to revert to
daily price revision on grounds
that prices continue to be
extremelyvolatile and that they
needed to recoup losses
incurred inthe yearwhen they
keptrates lowerthan cost.

10C in 2023-24 posted a
stand-alone net profit of
339,618.84 crore compared
with 38,241.82 crore annual net
profitin2022-23, company fil-
ingsshow. While the company
could argue that FY23 was
impacted by the oil crisis, the
I'Y24 earningsare higher than
even the pre-crisis vears—
324,184 crore net profit in
2021-22 and 321,836 crore in
2020-21.

BPCL posted a net profit of
326.673.50 crore in FY24,
higher than %1,870.10 crore
earning in 2022-23 and
I8,788.73 crore in FY22.
HPCL's 2023-24 profit of
114,693.83 crore is compared
with a ¥8,974.03 crore loss in
FY23 anda profit of16,382.63
crore in 2021-22, according to
thefilings.
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The Iran-Israel conflict was a non-event for oil prices

KARAN MEHRISHI

is the author of ‘The India
Collective: What India is Really
All About’

hen Iranshotoffrocketsat Israel,

analysts across the world waited

withbated breathinanticipation
of an oil-price spike. Some expected crude
oil to cross $100 per barrel within days and
hurtaglobal economy already reeling from
supply chain bottlenecks. The ‘First Oil
Shock’ of 1973 was recalled, whenan Arab oil
embargo disrupted Western economies. In
this instance, however, oil prices went in the
opposite direction. By the first week of May,
oil was trading at a 3-month low.,

In what turned out to be abenign geo-po-
litical event, both oil spotand futures prices
assumed normaley quickly and they again
seem range-bound, at least for now. Amid
the chaos, what spike-fearing analysts may
have overlooked is the state of the global
economy and evolution of oil supply chains.

Broad assessmentsreveal that the world's
three major oil consumers have significantly
diversified their supply chains and are less
vulnerable than they were back in 1967 or
1973.The world today is a different place.

Consumer countries are not only more
technologically advanced, but strategically
agile. Taking lessons from the 1973 embargo
imposed by Organization ofthe Petroleum
Exporting Countries (Opec), big consumers
have succeeded in not only securing their
own supplies, but also forging alliances with
non-Opec producers. Consider the hydro-
carbon strategy of the US, the world's largest
consumer ofoil. With the help ofadvanced
exploration and ‘fracking’ techniques, the
US has emerged as the world's largest oil
producer ahead of Saudi Arabia, which con-
trols Opec. The US production capacity is
estimated at 22 million barrels a day, above
itsdemand placed at 21 million barrels, but
its shale-oil is expensive to extract and it
imports over a quarter of its requirement,
varying it to 40%, depending on prices.
Since 1973, the US hassought to depend on
domestic sources for over half its needs.
Opec’sshare inits imports has declined sig-
nificantly over the past 50 years. By my cal-
culations based on data available from the
US Energy Information Association, the
share of Opecsuppliers (excluding Venez-
uela) in US imports has fallen to 11% today
from 29% in 1973, while the share of non-
Opecproducers like Canadaand Mexico has
significantly increased. This was an early

instance of supply diversification. Advances
infracking technology, of course, have been
abigassurer of US energy security. Such oil
is costlier, but its capacity turns profitable
above a certain oil-price point and keeps
global oil pricesin check, as supply caneasily
increase to ease market shortfalls.
Theworld's second big-
gestoil consumer Chinais
reportedly trying to

The world may

consumption, this nexusis now expected to
strengthen. Like Shaanxi, Chinese refining
capacitiesin the province of Shandong are
witnessing upgradation action. Beijing
seems resolved to steadily diversify its oil
supply chains.

Moreover, asignificant investment in oil
exploration technology has
allowed Chinato emerge as
the world’s fifth largest oil

upgrade and better utilize producer, boasting ofover
its reﬁni:}g capacities It} have Changed 52 million barrels aslits
e e ol s beyond what il outnu capact
saesamom s oflanalysts  destrales iy
recent bout of Israel-Iran expected and Siberia’ network of gas
hostility and signals pipelines.

China’s inftenttlmlﬁversit}'a we ShOUId : Al[: these heffm'tsdshuw
portion of its oil shipments . that Beijing has used geo-
away from the contested examine how political alliances to work at

waters of Indian Ocean

region aswell as the South

ChinaSea. The Russia-Ukraine warsituation
helped Russian oil make a decisive case for
itself in Beijing, and for an energy-hungry
Chinawith close Moscow ties, this works out
well. While Russian oil flowing to China via
ships fromthe Russia’s east (Primorski Krai)
iscurrentlyless than 3% of China’stotal daily

insulating the Chinese

economy from West Asian
oilsupply shocks. China'sslowing economy
is a reason some analysts cite for oil-price
moderation. But even if its domestic oil
demand returns to a path of fast growth, Chi-
nese policymakers, who have also focused
on renewable-power options, can claim to
haveastrategy in place for energy security.

India, the world's third largest oil con-
sumer, has been shippinginvast quantities
of discounted Russian oil. Thankfully, these
shipping lines have been relatively free of
geopolitical threats in the Red Sea, perhaps
because ofa Tehran-Moscow nexus ranged
against Western powers that doesnot seem
inclined to trouble a neutral country.

Some oil forecasters expect the extrac-
tion-cost advantage of the Middle East to
enhance the region’s global market-share
once carbon charges come to bearon hydro-
carbon producersand fossil fuelsstart being
squeezed by climate-action policies world-
wide. Acrossthe Arabian Sea, India hasasig-
nificant chunk of Asia’s refining capacity,
with advanced technology that allowsa large
part toprocess almostany type of crude on
offer. This, combined with global neutrality,
provides us an unparalleled advantage.

The West Asian conflict has not disrupted
theworld'stopthree il consuming markets,
and seems unlikely to, unless something
dramatie alters current conditions. Some
uncertainty cannot be ruled out, of course,
but expectations of which way oil prices will
move henceforth may needa broad rethink.
As commodity prices impact inflation and
othervariables, how the world is changing
always needs to be kept underwatch.



-

HARDEEP S PURI

A CLUELESS OPPOSITION is a bane for any
democracy. Unfortunately, the sovemment
led by Prime Minister Marendra Modi has
beensaddled witharudderless Opposition,
which ofienmakes baseless accusations. One
of the outrageous charges against the
decade-long tenure of the Modi governme nt
is thatithas sold “family silver” of publicsec
torenterprises (PSEs ). Nothing can be fur-
ther from the truth,

Consider the irrefutable facts laid bare by
data for the last fiscal (2023-24): Upstream
oil company Oil India Led posted its highest-
ever crude and natural gas production. 10CL
capped an excellent year with the histori-
callybest refinery throughput, sales volume
and net profit. BPCL reported its highest-ever
profit for the first nine months of any fiscal
(Apnl-December, 2023). Coal India recorded
its highest-ever production. NTPC set a
new record for the highest-ever electricity
generationina year.

Additionally, the government brought
back public sector banks from the brink of
the non-performing assets | NPA) crisis, in-
herited from the corupt UPA regime. Inthe
financial year 2022-23, these banks
reported their highest-ever profits and
lowest-ever NPAs.

Many readers would remember the
treatment of PSEs as personal fiefdoms of
those in power in the UPA era. Whether it
was milching the Railways dry through out-
right corruption in what has come to be
known as the “land-for-jobs” scam or arm-
twisting PSEs to establish unviable projects
for short-tem and parochial political gains,
the UPA created a vitiated atmosphere that
weighed down the public sector.

The contrast between UPA and the last 10
years is unmissable, The PSEs are now com-
peting for global leadership andestablishing
themsebves as recognisable brands. Under PM
Modi's leadership, the government has un-
leashed the potential of these companies by
allowing the right mix of freedom and ac-
countability. The government maintains an
arm'slength distance from their business de-
cisions while fully supporting and encourag-
ing ambitious plans thatare aligne dwith the
vision of Viksit Bharat, 2047,

Encouraged to discharge their duties as
good corporate dtizens, the government-
owned OMCs kept fuel prices unchanged for
months tocontrol inflation while crude prices
soared in the international markets, At that
time, private fuel retailers had curtailed oper-
ations as they could not match the retail rates.
The OMCs were instrumental in reining in
fuel costs and inflation during thatcnisis.

The unchangedfuel prices during the ai-
sisaffeced the OMCs' bottom lines initially,
However, the OMCs specifically and PSEs
broadly donot operate insilos amymore, but
look at their roles in the context of the entire
economy. The change in mindset and out-
look is a direct resultof the values the Modi
government has fostered.

During 2023-24, oil PSUs have posted a
cumulative profitofover Rs 15 lakh crore, de-
spite the fact that they have kept petrol, diesel
and LPG prices amongst the lowest in the
worldandprices of fuel haveonly gone down

in the last three years despite major turmoil
in global energy markets. The higher profits
will enable them to pay substantial taxes and
dividends to the govemment and undertake
alarger capital expenditure program to meet
the future needs of the country.

The performance of OMCs has been
driven by a long-term vision and complete
professional freedom to camy out business
decisions. This is suitably reflected in their
market capitalisation. For OMCs and up-
stream companie s, market capitalisation has
more than doubled toneardy s 10 lakh crore
inthelast three years. Moreover, mostof the
oil PSUs have outperformed the Nifty index
over the lastthree years.

With aclear vision for the future, aided
by robust financial health, the PSEs have
utilised their profits for investment
throughcapital expenditure, This has pro-
vided much-needed impetus to the econ-
omy. As of February 2024, oil and gas PSEs
are implementing 275 projects with a to-
tal investment of over Rs 5.67 lakh crore.
During the last 10 years, these PSUs have
completed projects worth Rs 4.15 lakh
crore, The public sector is able to take up
projects, which may have longer gestation
periods, but are of strategicimportance to
the nation.

The government under Prime Minister
Modi's leadership has sought to find the op-
timal path on divestment. We have carefully
@librated each individual PSE on multiple
parameters before arriving at a decision,
Junking the one-size-fits-all policy. As a re-
sult, the government went ahead with the
divestmentof Air India, butheld back on sell-
ing itsstake in Bharat Petroleum Corporation
Led (BPCL).

As aloss-making entity, Air Indiawas the
right candidate for divestment despite its
glorious history. To be competitive in a
uniquely brutal sector of aviation, Air India
needed flexibility to rejig its humanre-
sourcesand nimbleness to cutacross old bu-
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e path back from the brink

Right mix of freedom and accountability has improved
the performance of public sector enterprises

The Modi government's
stewardship of PSEs heraldsa
neweraof g{l\’cl'l'linl:{!
characterised by
professionalism, strategic
foresight, and unwavering
Lumrmtrncﬂt to national
interests. The PSEs

have responded
spectacularly to the visionary
leadership by embodying the
reform, perform and
transform mantra.
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reaucraticprocesses, which required it to be
privatised. Postits privatisation and rejig, Air
India has placed an order forover 500 planes.

On the other hand, the government felt
it was crucial to retain full control of BPCL
owing to its vast network of fuel retail out-
lets, important refineries and unmatched ex-
pertise in various domains. Moreover, BRCL
has been playing a significant role in energy
transition through the ethanol blending pro-
gramme and other measures to reduce
carbonemissions.

BPCL has vindicated the government's
dedsion againstdivesting its stake, The com-
pany's profit aftertaxfor the nine months of
2023-24 was nearly 75 per cent of the re-
serve price the government was expected to
receive from the divestment. The govern-
ment can now keep the company and also
net ahealthy dividend.

Aratimewhen privatisation was thought
tobe the only solution for state-run electric-
ity boards, as (M of Gujarat, Modi's inspir-
ingand visionary leadership, combined with
effective ide ntification and resolution of per-
formance gaps, coruption-free and profes-
sional management at the top achieved the
seemingly impossible task of making state
electricity companies profitable. A decade
later, distribution companie s in Gujarat con-
tinue to be counted among the best in the
COUntry aross parameters.

The Modi government's steward ship of
PSEs heralds a new era of govemance char-
acterised by professionalism, strategic fore-
sight, and unwavering commitment to na-
tional interests. The PSEs have responded
spectaculary to the visionary leadership by
embodying the reform, perform and trans-
form mantra. The stage is set for PSEs to
shoulder India's development journey into
abrighterand more prosperous future forall

The writer is Union Minister of Petroleum
and Natural Gas, and Housing
and Urban Affairs
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What is so bad about fixing
global crude oil prices?

Fee_db_ack@;ﬁvemint,com

he Federal Trade Com-
Tmisqion accused former

Pioneer Natural Resour-
ces Chief Executive Scott Shef-
field earlierthismonthof collud-
ingwith the Organizationof the
Petroleum Exporting Countries.
Thatsoundssinister, but isit?

Antitrustlaws prohibit collu-
sion, and mostly forgood reason.
Itleadsto alack of competition,
causing higherprices that harm
consumers, The only winners
are the companies involved that
gettomaximize theirown prof-
itsatthe expense of consumers,
Inmore-recent decades,indus-
tries accused of collusion have
included airlines and credit
cards. Yet oil isa commodity for
whichthat neatequation—more
competition, less harm—is fre-
quently complicated.

Oil's history is full of
attempts at stabilizing prices.
Petroleum is an essential com-
modity that has high capital
needs and
long lead
times: That
lends itself
to boom-and-bust cycles that
are painful for consumers, gov-
ernments and companies.
Thereis noimmediate cure for
pricespikes or plunges because
it is impossible to turn on sig-
nificant new oil supply or to
turn offdemand for it on short
notice. Storage helps, but oil
must be kept underground or
inspecialized tanks.

Whendone effectively, man-
agingoil supply tamesvolatility.
The wild boom-and-bust cycle
between 1859 and 1879, for
example, was followed by a
period of relative price stability,
when John D. Rockefeller 's
Standard Oilmonopoly reigned.

Infact, themoststable period
of oil prices was between the
1930sand1970s whenthe Rail-
road Commission of Texas
tightly controlled supply,
accondingtoanalysis from con-

THE WALL STREET JOURNAL.

sulting firm Rapidan Energy
Group. At the time, Texas set
the rate at which every wellin
thestate could produce, using
the military to monitor compli-
ance and coordinating with
other states. OPEC is the most
recent example of supply man-
agement, though it has been
less effective.

Legal considerations aside,
passing judgmenton price fix-
ingultimately comes down to
whetherone believes oil-price
volatility causes more harmin
thelongerterm than good.

Proponents of oil supply
managementsay thatthe boom-
and-busteyelesare too painful,
Rapidan founder Bob McNally
says the only thing worse than
oil supply management is the
lackof oil supply management.
Price swings can complicate
monetary policy, make national
budget planning difficult and
eventriggersocial unrest inoil-
dependent countries, he argues
inthe book “Crude Volatility.”

Energy economist Anas
Alhajji said
inhisnews-
letter that
high oil-
price volatility leads to a “waste
ofresources, highercosts,anda
deteriorationofefficienciesinoil
productionand consumption.”

But stable prices also mute
marketsignals. High oil pricesin
the 1970s following the Arab oil
embargo and Iranian Revolution
encouraged the developmentof
high-cost oil resources such as
those in Alaska, the North Sea,
Mexico and Canada, ultimately
helping the world become less
reliant on OPEC foroil.

And high pricesinthe 2010s
helped U.S. producers pursue
frackingaggressively. The bust
that followed pushed frackers
tofind efliciencies. Proponents
of supply management,
though, say stable prices are
more conducive to long-term
investment thanup-and-down
cycles, Looking forward, price
signals are also an important

nudge for alternative energy
sources, says Arjun Murti, part-
ner at energy research and
investment firm Veriten.

Thereareafewreasons price
fixing seems less necessary
today. First, for all the alarm
bellsthat go offwhen pump pri-
ces rise, volatility hurts a lot
less—at least forsome countries.
The U.S. went from importing
twice asmuch oilasit produced
in 2006 to becoming a net
exporter startingin 2020. And
fuel now takesupasmallerpor-
tion of Americans’ budgets:
Householdsonaverage alsoare
wealthier than they used to be
and cars are more fuel effi-
cient.Second, fracking itselfhas
helped supply respond faster
because shale wells using the
method can be brought online
in a matter of months rather
thanyears. U.S.shale has helped
reduce global oil-price volatility,
according toa workingpaperby
economists at the Dallas Fed.
And there is at least some evi-
dence that demand itself has
become slightly more respon-
sive to high fuel prices—possi-
bly because more people have
the option to work from home.
Thisappliestoonlyafractionof
theworld'spopulation, though.
Associating"OPEC” and“collu-
sion” withan Americanenergy
CEO sounds bad, but it is also
hard to see how effective Shef-
field could have been. Oil pro-
duction is so scattered: There
are thousands of producers in
the U.S.alone. And OPECitself,
which comprises many coun-
tries with diverging goals, has
failed many times to collude.

Moreover, some of the few
successfulinitiatives have come
from consumers. In 2020, it
was then-President Donald
Trump himself, achampion of
free markets, who helped bro-
keran OPEC+ deal when prices
had plunged. Thankfully for
consumers, price-fixing isn't
only less necessary today but
alsoalothardertodo.
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