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Essar Oil to Invest Z3K Cr in Raniganj
(BM Block to Increase Gas Production

Cotoraise its contribution to India’s overall gas output to 5% within 5 yrs: CEO

Kalpana Pathak

Mumabi: Ruia brothers-owned
Essar Oil and Gas Exploration and
Production will invest up to 3,000
crore on its flagship coal bed met-
hane (CBM) block in Raniganj,
West Bengal to raise gas produc-
tion, a senior company executive
said. "We are determined to raise
our contribution to India’s overall
gas output to 5% in the next five ye-
ars from 1% currently. We plan to
invest around 3,000 crore to reach
this target," said Pankaj Kalra,
CEQ of Essar Oil and Gas Explora-
tion and Production.

Kalra added that the company has
anacreage of 500 sq km, of which it
has only harnessed 70 sq km. "So
over 80% is still to be harnessed."”

CBM is natural gas stored or ab-

RESERVES INPLACE
Raniganjfield
/" hasatotalin-
placeresource

of 4TCF of gasand over the
|ast 10 yearssinceit star-
ted toproduce, only 0.92
TCF has been extracted

sorbed in coal seams and contains
90-95% methane. Accordingtothe
Directorate General of Hydrocar-
bons, India has the fifth-largest
proven coal reserves in the world
and, therefore, holds significant
prospects for exploration and ex-
ploitation of CBM.

The Raniganj field has a total in-
place resource of 4 trillion cubic
feet (TCF) of gas and over the last
10 years since it started to produ-
ce, only 92 billion cubic feet (BCF)
or 0.92 TCF has been extracted.

"Our recovery has not even been 2-
2.5% of the resource," said Kalra,
adding that the company will drill
new wells and expect that it will in-
crease the production to almost 4 to
5 million standard cubic meters of
gas from the current 0.93 million
standard cubic meters,

In the last two years, the company
has invested more than %500 crore
towards the drilling of new wells.

There is also a presence of shale
in the block, which is yet to be es-
tablished. The company said if
shale is found, it could be a game
changer, not only for the company
but also for the country.
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Govt mulls ethanol price hike for 2024-25 season

PTI
NEW DELHI
—_

The government is considering
a proposal to increase ethanol
prices for the season starting
November 2024, while also
pushing for diversification of
feedstocks, as it aims to achieve
the 20 per cent blending target
by 2025-26, sources said.

A committee headed by a
joint secretary from the petro-
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leum ministry has already held
one round of discussions on
the proposal. The revision of
ethanol prices will be based on
the fair and remunerative
price of sugarcane, they added.

"The price revision is being
considered on priority to
incentivize production and
meet our blending goals” a
source said, requesting ano-
nymity.

Last week, Cooperation
Minister Amit Shah called fora
multi-dimensional approach
to biofuel manufacturing and
affirmed that India would
achieve its 20 per cent ethanol
blending target by 2025-26,

ahead of the original 2030
deadline.

Ethanol prices, fixed by the
government, have remained
unchanged since the 2022-23
season (November-October).
Currently, ethanol produced
from cane juice is priced at Rs
6561 per litre, while rates for
ethanol from B-Heavy and C-
Heavy molasses stood at Rs
6073 and Rs 56.28 per litre,

respectively.
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JSW, Sembcorp, ONGC
in race for Ayna stake

Utpal Bhaskar

utpal.b@livemint.com

NEW DELHI: State-run Oil and
Natural Gas Corp. (ONGC), JSW
Group's JSW Neo Energy, and
Singapore’s Sembcorp Indus-
tries Ltd have been shortlisted to
submit binding bids to buy a sig-
nificant majority stake in Ayana
Renewable Power Pvt. Ltd, two
people aware of the develop-
ment said, in what may rank
among the biggest transactions
in India’s green energy sector.

These firms were the ones to
submit their non-binding offers
(NBOs) for the deal with an
equity value of around $800 mil-
lion, and are currently conduct-
ing due diligence, the people
cited above said on the condition
of anonymity. The National
Investment and Infrastructure
Fund (NIIF) backed company,
which has a 5-gigawatt (GW)
portfolio of operational and
under-construction projects, is
looking to sell a significant
majority stake, that may trans-
late into up to 100% stake sale.

The sale process is being run
by Standard Chartered, with the
last date for submitting final bids
on 19 August.

“The Ayana transaction is a
big one for the Indian renewable
energy space and is being
tracked intently for its outcome,”
said one of the two people cited

The sale processis being run

by Standard Chartered.  MINT
above.

Interestingly, Sembcorp and
JSW Neo Energy are also eyeing
a majority stake in the 1 GW
operational assets of Shell Plc’s
Sprng Energy group, in a deal
having an equity and enterprise
value of $350 million and $1.1 bil-
lion respectively, as reported by
Mint on Tuesday.

Mint earlier reported about
ONGC entering the fray, and
Standard Chartered being man-
dated to manage the sale of
Ayana Renewable Power, with
the shareholders also seeking to
raise an additional $400 million
to finance the company’s
growth. The Economic Times on
4 May reported about JSW Neo
Energy, and Sekura Energy
among five bidders that have
made non-binding offers to
acquire a controlling stake in
Ayana Renewable Power; with

Masdar, Sembcorp and Mac-
quarie also in the fray.

“Post the submission of the
NBOs, ONGC, JSW and Semb-
corp were shortlisted. They are
conducting due diligence to sub-
mit their binding bids for which
19 August is the bid submission
deadline,” the second person
said.

Bengaluru-headquartered
Ayana Renewable Power is
majority-owned by NIIF. Its
other shareholders include the
UK government's British Inter-
national Investment and Ever-
source Capital. Ayana plans to
build a I0GW portfolio by 2025.

Spokespersons for Standard
Chartered, JSW Group and Brit-
ish International Investment plc
declined comment. Spokesper-
sons for NIIF, Ayana Renewable
Power, Sembcorp, and Ever-
source Capital did not respond to
queries emailed on late Monday
night.

An ONGC spokesperson did
not immediately respond to que-
ries emailed on Tuesday.

India’s deal-making space has
been active across the sectors
with a special focus on clean
energy. “India Inc. witnessed 195
deals totalling $8.4 billion,
reflecting a modest 16% increase
in volumes,” Grant Thornton
Bharat said in its Dealtracker
report for July released on Tues-
day.

14.8.2024
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The PSU disconnect

Political calculations may have slowed privatisation, but economic
policies toimprove the publicsector's performance brook no delay

government’s policy on the public sector has

undergone a subtle but significant change, last
week’s introduction of a new amendment Bill in the
Lok Sabha should be sufficient. Of course, the gov-
ernment remains committed, in principle, to its ear-
lier decision to facilitate the exit of public sector
undertakings (PSUs) from non-strategic areas and
limit their presence in strategic areas to a bare mini-
mum. But the rollout of this policy appears to have
been at least deferred, if not junked.

In February 2021, the Modi government
announced its proposal to privatise

If you need any proof of how the Narendra Modi

two public-sector banks in addition
to IDBI Bank. Three years have gone
by, and now there is only some hope
that IDBI Bank may be sold off to a
private party by the end of the current
financial year. Early this month, the
Union Cabinet met and approved a
proposal to amend the Banking
Regulation Act, the State Bank of
India Act, and the Banking
Companies (Acquisition and Transfer
of Undertakings) Act, raising hopes
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the Banking Companies (Acquisition and Transfer
of Undertakings) Act. That, however, did not happen,
indicating a longer wait for the Modi government’s
second privatisation — the sale of Air India in January
2022 being its first and the only such decision so far.

Even the pace of disinvestment of government
equity in PSUs has considerably slowed. Barring a
high of two years, when disinvestment revenues were
close to 1 trillion each in 2017-18 and 2018-19, the
government’s performance on this front has been
on asteady decline, particularly after the pandemic.
Even during the heydays of disinvestment, the
receipts were between 0.5 and 0.6 per
cent of gross domestic product (GDP),
and subsequent years have seen a fur-
ther fall from 0.25 per cent in 2019-20
to 0.11 per cent of GDP last year. The
official commentary on the gradual
decline in disinvestment receipts
notes that the government is focusing
more on value creation, implying that
a decision to sell PSU equity will be
taken only when needed and at the
right moment.

Have PSU dividends gone up to

of privatisation initiatives making
some headway.

But as last week’s developments
showed, these amendments were primarily aimed
at allowing up to four nominees for holders of bank
accounts and lockers, extending the tenure of direc-
tors of cooperative banks, and at helping the transfer
of unclaimed dividends, shares and interest or
redemption of bonds to the Investor Education and
Protection Fund. If the government were serious
about the privatisation of two public-sector banks, it
could have also approved the relevant provisions in

A K BHATTACHARYA

give the government the confidence
that there are early signs of value cre-
ation and, therefore, their improved
performance would at least improve non-tax rev-
enues and bolster its finances? Not really. Dividends
from non-financial PSUs have grown at a slow pace,
doubling only in the last 10 years to 350,000 crore
in2023-24. By another yardstick, dividends as a per-
centage of GDP fell to only 0.17 per cent last year,
compared to 0.23 per cent in 2013-14. So, dividends
are not rising rapidly, and disinvestment receipts
are falling. Is the government’s approach to the pub-
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lic sector then more focused with respect to its
investment strategy?

A cursory look reveals a mixed picture. The story
of the public sector’s capital outlay in the five years
before Covid is starkly different from what unfolded
in the five years after the pandemic. From a capital
outlay of%3.32 trillion in 2013-14 (the last year of the
Manmohan Singh regime), PSUs saw their total
investment jump to38.52 trillion in 2019-20. In terms
of its share in GDP, PSUSs’ capital outlay rose from
2.9 per cent to 4.2 per cent in the same period. This
rise was driven as much by trebling the government’s
equity infusion as by the PSUSs’ ability to generate
more internal resources and raise more borrowing.
What this also showed was that despite the rhetoric
of strategic sale and disinvestment of shares in PSUS,
the Modi government was busy providing more
resources to the public sector and even enhancing
their ability to raise more resources.

In the five years following the pandemic, the PSU
story has changed significantly. Indeed, by the end
of 2021-22, capital outlay by PSUs fell almost by a
fifth. The decline could be largely attributed to the
PSUS’ inability to raise internal resources or even
mobilise higher borrowing. The fall would have been
sharper but for the government propping up the
public sector with increased equity infusion, a trend
that has continued since then. The capital outlay
situation in the last two years has got better. At 8.4
trillion in 2023-24, the declining trend has been
reversed, but as a percentage of GDP (2.84 per cent)
this is still lower than what prevailed 10 years ago
(2.9 per cent in 2013-14).

The worrying trend is that the public sector’s
investment story in the last few years has been kept
intact mainly by the government pumping in more
by way equity infusion. The public sector’s ability
to generate more internal resources or raise loans
has been severely undermined in the post-Covid
world. If the government believes in value creation
as astrategy for the public sector, it needs to urgently
do something more than just infusing additional
equity, which in any case is largely restricted to a
handful of entities like Bharat Sanchar Nigam
Limited, National Highways Authority of India, and
Indian Railways, accounting for about 87-90 per
cent of the total equity outlay announced in the last
couple of years.

The government’s ability to endlessly infuse more
equity into more PSUs is obviously constrained, and
it must introduce other performance metrics to
ensure that they deliver better financial results to
relieve the pressure on its finances. Politically, the
government may like to go slow on its privatisation
plan and continue to pump in more resources into
the PSUs. But there has to be a credible and effective
economic policy response to overcome the current
financial performance challenge posed by the public
sector. The continuing disconnect between politics
and economics is not desirable.
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Oil surplus looms if OPEC+
sticks to plan, IEA data show

Global oil marketsare poised to swing from adeficittoa
surplus next quarter should OPEC+ proceed with plansto
boost supplies, data from the International Energy
Agencyshowed.Oil inventories are currently depleting as
aresultof peak summer driving demand, but should stabi-
e revters  |ize in the final quarter of the

i 1 i’ 1 year, the Paris-based agency
said. That would likely tipinto

il B ' anoverhangifthe OPEC+ car-
ra - g § ] telpressesahead with provi-

- | sional plans to bring back
; i ‘ mé. " idled output starting in Octo-
ber. BLOOMBERG
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JSW, Sembcorp,
ONGC shortlisted
in race for Ayana

Utpal Bhiaskar
utpalb@livemint.com
NEW DELHI

tate-run Oil and Natural
S Gas Corp. (ONGC), JSW

Group’s JSW Neo
Energy,and Singapore’s Semb-
corp Industries Ltd have been
shortlisted to submit binding
bids to buy asignificant major-
ity stake in Ayana Renewable
Power Pvt. Ltd, two people
aware ofthe developmentsaid,
in what may rank among the
biggest transactions in India’s
green energy sector.

These firmswere the onesto
submit their non-binding
offers (NBOs) for the deal with
an equity value of around $800
million, and are currently con-
ductingdue diligence, the peo-
ple cited above said on the con-
dition of anonymity. The
National Investmentand Infra-
structure Fund (NIIF) backed
company, which has a 5-giga-
watt (GW) portfolio of opera-
tional and under-construction
projects, islooking tosell asig-
nificant majority stake, that
may translate into up to 100%
stake sale.

Thesale processisbeingrun
by Standard Chartered, with
the last date for submitting final
bids on 19 August.

“The Ayana transaction is a

The deal may have equity
value of about $800 mn.  are

big oneforthe Indian renewa-
ble energy space and is being
tracked intently for its out-
come,” said one of the two peo-
ple cited above.

Interestingly, Sembcorp and
JSW Neo Energy are also eye-
ingamajoritystakein the IGW
operational assets of Shell Plc’s
Sprng Energy group, in adeal
havingan equity and enterprise
value of $350 million and $1.1
billion respectively, as reported
by Mint onTuesday.

Mint earlier reported about
ONGC entering the fray, and
Standard Chartered being
mandated to manage thesale of
Ayana Renewable Power, with
the shareholders also seeking

TURN TO PAGE 6
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toraise anadditional $400 mil-
lion to finance the company’s
growth. The Economic Times on
4Mayreported about JSW Neo
Energy, and Sekura Energy
among five bidders that have
made non-binding offers to
acquire a controlling stake in
Ayana Renewable Power; with
Masdar, Sembcorp and Mac-
quarie also in the fray.

“Post the submission of the
NBOs, ONGC,JSWand Semb-
corpwereshortlisted. Theyare
conducting due diligence to
submit their binding bids for
which 19 Augustis the bid sub-
missiondeadline,” the second
person said.

Bengaluru-headquartered
Ayana Renewable Power is
majority-owned by NIIF. Its
othershareholdersinclude the
UK government's British Inter-
national Investment and Ever-
source Capital. Ayana plans to
build a 10GW portfolio by
2025.

Spokespersons for Standard
Chartered, JSW Group and
British International Invest-
ment ple declined comment.
Spokespersonsfor NIIF, Ayana
Renewable Power, Sembeorp,
and Eversource Capital did not
respond toqueries emailed on
late Monday night. An ONGC
spokespersondid notimmedi-
ately respond to queries
emailed onTuesday.

India’s deal-making space
hasbeen active across the sec-
tors with a special focus on
clean energy. “India Inc. wit-
nessed 195 deals totalling $8.4:
billion, reflectinga modest 16%
increase in volumes,” Grant
Thornton Bharat said in its
Dealtracker report for July
released on Tuesday.

For an extended version of
this story, gotolivemint.com.
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Budget falls short in pushing domestic EVs

PLI scheme and battery manufacturing get more funds but demand sops have been cut, creating an air of uncertainty

—
Santosh Janakiram
Lakshmi Prakash
Ann Tomy

ne of this year’s Budget
O proposals was to boost the

supplyand manufacturing
ecosystem for electric vehicles. To this
end, it exempred customs duty on
import of the minerals — lithium and
cobalt, as also extended the concessional
customs duty on import of lithium-ion
cells until March 31, 2026. India relies
on lithium imports, which is key
component of EV batteries. So the duty
cutisawelcome step.

The Budget increased the allocation
to 33,500 crore, from 3,150 crore,
towards PLI Scheme for Automobile and
Auto Components, to attract 67 eligible
applicants and investment of ¥6,441
crore under the ‘Component Champion®
category of the scheme.

This Budget has also given aboost to
indigenous manufacture of battery
components for electric vehicles by
allocating ¥250 crore under the PLI
scheme for Advanced Chemistry Cell.

Simultaneously, regulatory intent
appears to be veering towards tapering
the subsidy regime for demand

incentives. This Budget has not
introduced the anticipated new
FAME-III scheme to bolster demand
side incentives. The budgetary
allocation for the existing FAME-II
scheme has also been reduced (likely in
proportion to the remainder of eligible
disbursements under the scheme which
expired on March 31, 2024).

The Ministry of Heavy Industries also
launched the Electric Mobility
Promotion Scheme (EMPS) in Marchto
give demand incentives to consumers.
This scheme, initially valid till July 31,
has now been extended till September
30, subject to the X778 crore remaining
unutilised.

The hike in EMPS funds allocation,
from 3500 crore to¥778 croreisa
welcome step. It remains to be seen if
the specific guidelines for
implementation of the ‘Scheme to
Promote Manufacturing of Electric
Passenger Cars in India’ (SPMEPC),
that was notified on March 15, 2024 to
promote manufacturing of electric cars
in India by foreign manufacturers, will
be notified.

BATTERY SWAPPING
The Budget has not cleared the
regulatory uncertainty around battery

ELECTRIC VEHICLES. Budget charge

swapping (a proposed alternative to
allay charge anxiety).

The governmentin 2022 had
published the draft battery swapping
policyafter introducing the concept of
inter-operability in that Budget (with
feedback provided by all key
stakeholders).

But the government is yet to putin
place a framework for the regulatory
regime for battery swapping and there is
no mention of this in this year’s Budget.

Further, the current GST regime of
taxing the EV components higher than
the whole electric vehicles (18 per cent
on EV battery and EV components and §

per cent on electric vehicles) continue:
and the Budget has not addressed the
demand for uniform tax slabs.

In summary, the focus of this Budge:
clearly has been on providing an impet
to indigenous manufacturing and
bolstering the supply side eco-system.
The reduction of demand incentives
may be concerning as manufacturers o
electric vehicles continue to face stiff
competition from ICE and hybrid
models.

Sophisticated non strategic investor
may also be cautious in deploying fund
and evaluate the impact of reduced
subsidies in this sector.

In light of the ambitious target of 30
per cent EV sales share by 2030, it willl
interesting to see if the government
comes out with post Budget
announcements to deal with these
concerns. The government seems to be
aware of the concerns and hence has
extended the EMPS timeline.

Itis further encouraging that the
Minister for Heavy Industries HD
Kumaraswamy indicated on August 5
that MHI is in the process of formulati
a framework for FAME-III.

Janakiram is Senior Partner; Prakash, Partner and
Tomy, Associate, Cyril Amarchand Mangaldas
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