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Consumption of
Natural Gas Rises
7.1%YoYinJune

Our Bureau

New Delhi: Domestic natural gas con-
sumption increased 7.1% year-on-year
in June, aided by an 11.3% surge in im-
ports. India imported 2,648 million
metric standard cubic metres
(MMSCM) of liquefied natural gas
(LNG) inJune,accordingto the petrole-
um and natural gas ministry data. To-
tal domestic gas consumption was
5,594 MMSCM, also aided by a 2.9% ex-
pansion in domestic gas production to
2,993 MMSCM.

For the April-June quarter, the incre-

ase in consumption was 3.8% year-on-
year: Domestic production
went up 5.7% and imports
only 0.6%.

LNG prices in thespotmar-
ket have risen about 50% in
four months. Japan Korea

Marker (JKM), the Asian spot bench-
mark for LNG, averaged $12.6 per
MMBtu in June, a little higher than
$12.2a year ago.

The onset of the monsoon has bro-
ughtdown electricity demand in the co-
untry, affecting imports of LNG for po-
wer generation.

Consumption of refined products
increased 2.6% in June to 20 million
metric tonnes (MMT). For the April-
June period, the growth was 3.4%,
led by 11.4% increase in aviation tur-
bine fuel (ATF), 7.1% in petrol, 1.6%
in diesel and 5% in liquefied petrole-
um gas (LPG).

Crudeoil importsfell 5.6% year-on-ye-
arto18.5 MMT in June. The import bill,
however, increased 11% to $11.1 billion
in June on higher prices. Brent, the in-
ternational crude benchmark, avera-
ged $82.61 per barrel in June, up from
$74.70 per barrel a year ago.
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Global Biofuels Alliance may
get diplomaticstatus inindia

Government of India is likely to sign a headquarters agreement with the global alliance soon

rituraj baruah@livemint.com
NEW DELHI

he Global Biofuels Alliance

(GBA), launched by key G20

membersincluding India, the

US and Brazil in September

2023, isallsetto getits diplo-
matic status, with New Delhi likely to
signa headquartersagreementwith the
agency soon, said two people aware of
the matter.

The headquarters agreement will
allow the government to grant exemp-
tions, immunities, and privilegestothe
alliance and its secretariat in the coun-
try, asprovided for bya United Nations
Act.

Theagreement will also provide the
GBAwithanindependent and interna-
tional legal persona that would allow it
tocarryoutits functions in amore effi-
cient mannerat the international level.

The GBA'sdiplomatic status and rec-
ognition as an international
organization will be similarto
the status enjoyed by the
Coalition for Disaster
Resilient Infrastructure
(CDRI) and the Interna-
tional Solar Alliance (ISA).

“Aheadquartersagree-
mentissigned with the host
country. It will give immuni-
tiesand privileges to the organiza-
tion as an international organization;
that processisalsoongoing. Weplanto
doit very soon. The ministry of external
affairswould sign the agreement,” said
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The headquarters agreement will pave the way for India to grant exemptions,
immunities, and privileges to GBA and its secretariat in the country. wiKIMEDIA COMMONS

one ofthe persons mentioned above.
The agreement would require the
cabinet's approval for its implementa-
tion.
Queriessent to the ministries
of petroleum and natural gas,

- and external affairs

23 remained unanswered till
press time.

Biofuels Launched on the side-

lines of the G20 Leader-

ship Summit held in New
Delhion9September 2023,
the GBA wasinitially concep-
tualized by India with a view to
gettingall the G20 members on board.
The alliance’s scope includes bring-
ingtogetherthe biggest consumers and
producersof biofuels, even ifthey're not

membersofthe G20. Thealliance aims
todrive development and deployment
of biofuels and reduce the reliance on
crude oil, amid ambitious global net-
zero carbon emission goals by
2030.

But despite its stated
goals, large producersand
consumersofcrude, such
as China, Russia and
Saudi Arabia, have
refrained from joiningthe
alliance.

While the GBA is yet to
finalize its charter, ithasformed a
working committee that has framed a
work plan.

In May, Business Standard reported
that the work plan adopted by the GBA

2030

Thetarget year set
for global net-zero
emissions

focused on assessing country land-
scapes, drafting policy frameworksand
conducting biofuel workshops.

The planwasadopted ata meeting of
the alliance at the sidelines of a G20
meeting in April, in Brazil.

The second person with knowledge
ofthe developments, said that work has
already started on assessing the land-
scapesof countries, starting with Mauri-
tius, Tanzania and Sri Lanka.

“Brazil has come up with the tools to
view and assess the biofuel potential of
those regions where there has been no
development so far on that front. Mauri-
tius has good sugarcane cultivation,
whileSri Lanka could source raw mate-
rialsinthe form of municipal waste and
non-food crops. Based on these surveys,
policy intervention would be sug-
gested,” the person said, adding that the
worlk on the charterisalso underway.

The GBA aimsto position Indiaasa
front runner in the global fight against
climate change.

Overthenextfive years, India
hasthe potential tonearly tri-
pleits production and con-
sumption of biofuels by
removing roadblocks to
higher ethanol blends
anddiversifying itsuseto
replace diesel and jet fuel,
" according to the Interna-
tional Energy Agency (IEA).
However, the government will
need tokeep aneyeon costs, feedstock
sustainability and deploy supportive
policiesto other biofuels beyond etha-
nol, IEA noted inanote in February.
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HOLISTIC DEVELOPMENT

Great Nicobar Port
to Get LNG Power
Plant, Intl Airport

AAl may develop airport, NTPC power unit

Twesh Mishra

New Delhi: The proposed ¥41,000-
crore Great Nicobar Island Inter-
national Container Transship-
ment Terminal will be supported
by a 450-megawatt liquefied natu-
ral gas (LNG)-based power plant
and a greenfield international air-
port, officials said.

The new airport is expected to be
set up by the Airports Authority of
India (AAI), while NTPC will set
up the LNG power plant, a senior
official aware of the plan told ET.

“The idea is to ensure holistic de-
velopment of Great Nicobar Island
in the Andaman and Nicobar Is-
lands. This comprises develop-
ment of an international contai-
ner transhipment port, a greenfi-
eld airport, a power plant, and a
township,” the official said.

These issues figured in discus-
sions at a recent inter-ministerial
meeting. “The project will soon be
taken for appraisal by the Public
Investment Board (PIB),"” a second
official said.

This approval precedes a nod of
the union cabinet for large infrast-
ructure projects. The proposed po-
wer plant is crucial since the Great
Nicobar island gets most of its elec-
tricity from diesel generators. LNG
handlingfacilities will be developed
at the transshipment terminal.

An international airport in Great
Nicobar is also needed to improve
access to the islands where the port
will come up, said the official cited
first. This project is proposed to be
developed infour phases, withaca-
pacity of 4 million twenty feet equ-
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ivalent units (MTEU) being added
ateachstage. OneTEUisapopular-
ly adopted benchmark for measu-
ring container handling capacity
at ports and it roughly equals a
standard size container.

The maximum capacity of the
Great Nicobar project is expected
toreach 16 MTEUs by 2059.

The port is pitched as a regional
hub for Bangladesh, Myanmar,
and India’s eastern coast. It also
aims to reduce dependency on ne-
ighbouring transhipment hubs,
significantly lowering container
logistics costs.
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India’s natural gas consump-
tion will grow by 8.5 per cent
in calendar year 2024 from 7
per cent earlier, on account
of rising demand from the
power and industrial sec-
tors, according to the Inter-
national Energy Agency
(IEA).

“For the full year 2024, In-
dia’s natural gas demand is
expected to increase by 8.5
per cent, primarily driven by
higher gas use in the power
sector and in industry. Li-
quefied natural gas (LNG)
imports into India are expec-
ted toincrease by 17 per cent
(Y-0-Y) in 2024,” IEA said in
its Q3 2024 gas market
report.

In the Q2 2024 report, the
agency projected gas con-
sumption to grow by 7 per
cent annually. In calendar
year 2023, consumption
stood at 60.12 billion cubic
meters (BCM).

The world’s fourth largest

importer of LNG consumed
66.63 BCM natural gas in
FY24, compared to 59.97
BCMand 64.16 BCMin FY23
and FY22, respectively.

RISING CONSUMPTION
According to the Petroleum
Planning & Analysis Cell
(PPAC), the country’s
primary gas supply (includ-
ing net domestic production
and LNG imports) rose byan
estimated 10 per cent y-o-y
in the first five months of
2024, extending the recovery
that began in 2023 (witha 7
per cent increase for 2023 as
awhole).

This increase in supply
was supported by an estim-
ated 8 per cent y-o-y growth
in domestic production, and
an estimated 11 per cent
surge in LNG imports for the
first five months of 2024, the
IEA added.

Over the first five months
of 2024, the fertilizer sector
maintained its dominant
share of 28 per cent of Indian
demand, followed by city gas
(20 per cent), power genera-
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tion (14 per cent) and refin-
ing (9 per cent). Gas demand
increased by 21 per cent Y-
o-Y over this period.

“In absolute terms, the
sectors that contributed
most to the increase were re-
fineries, the power sector
and city gas distribution,”
IEA said.

India’s LNG imports hit a
record 3.3 BCM in May 2024,
up 23 per cent M-o-M, with
equivalent  contributions
from spot and contract pur-
chases.

While India’s LNG im-
ports have largely been met
by Qatar (representing 45
per cent of the total LNG im-
ports in the five first months
of 2024), the y-o-y supply in-
crease originated mainly
from Angola and the US.

HEAT WAVE

“In India, continued spot
buying during the rest of the
year is set to push 2024 im-
ports to within striking dis-
tance of the 2020 record high
of approximately 37 BCM,”
IEA said.

18.7.2024

SURGING IMPORTS. Liquefied natural gas imports into India
are expected to increase by 17 per cent in 2024 reurers

As with other countries in
South Asia, the IEA said In-
dia experienced extreme
heat and record temperat-
ures in April and May, result-
ing in increased electricity
consumption for cooling,
and placing considerable
stress on the power supply
infrastructure.

Although the proportion
of natural gas in the Indian
electricity mix is relatively
low (2-3 per cent), the coun-
try’s gas-fired power genera-

tion has increased signific-
antly in recent months.
“According to data from
Grid India, gas-fired power
generated in April and May
was more than double thatin
the same period last year. In
addition to the high demand
for cooling during the heat-
wave, this was also partly due
to the invocation of an emer-
gency clause to force the op-
eration of idle gas-fired
power plants. The objective
of this clause was to avoid

IEA sees India’s natural gas demand ﬂsmg by 8.5% this year

power cuts during the 43-day
elections that ended on May
28 (June 1),” the IEA added.

GAS-BASED POWER

Gas-based power plants re-
ported a PLF of 28.7 per cent
in May 2024, the highest in
the last five years. Before
this, they had reported a PLF
of 28.9 per cent in May 2020.

Gas-based power genera-
tion rose by 83 per cent y-o-y
and 39 per cent m-o-mto 2.8
billion units (BU) last
month.

Overall power generation
rose by 15 per cent Y-o-Y to
167.55 BU.

Generation by gas-based
power plants, with a mon-
itored capacity of almost 25
gigawatts, has been scaling
records during the summer
peak electricity demand
month of May 2024.

For instance, the share of
gas-based plants almost
doubled to 3.1 per cent in In-
dia’s overall generation last
month, from 1.6 per cent a
year ago, Crisil Market Intel-
ligence & Analytics said.
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Industry pushes for fiscal sops in Budget to enhance oil output

—
Rishi Ranjan Kala
New Delhi

Better fiscal incentives, such
as rationalising the tax struc-
ture, for pre-New Explora-
tion  Licencing  Policy
(NELP) and nomination
blocks, can aid oil and gas
companies invest more in
high-cost oil recovery tech-
nologies to improve crude oil
production.

Pre-NELP and nomina-
tion blocks account for
around 90 per cent of India’s
crude oil production, which
has been declining consist-
ently since the last 10 years
ending FY24.

For instance, Petroleum
Planning and Analysis Cell
(PPAC) data show that oil
production fell froma record
35.9 million tonnes (mt) in
FY15 to 27.2 mt (provi-
sional) in FY24, with both
state-run  exploration and
production (E&P) firms as
well as JV companies/private
sector reporting a fall in
output.

Analysts and industry
players said given the matur-
ity of these blocks, their op-
erators will have to incur ad-
ditional investments in
secondary and tertiary re-
covery methods to sustain
production.

These technologies/meth-
ods are capital intensive and
require higher fiscal
incentives.
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SLIPPING UP. Pre-NELP and nomination blocks account for

about 90% of India’s crude oil production, which has been
declining consistently for the last 10 years

India has 26 sedimentary
basins covering 3.36 million
sq km, with 10 of them ac-
counting for 51 per cent of
the area and 59 per cent of
the resources located off-
shore, as per the Interna-
tional Energy Agency (IEA).

India has around 2,500
million barrels of proven
plus probable (2P) reserves,
with Mumbai Offshore, the
Rajasthan Basin and the As-
sam Shelf holding 80 per
cent.

ONGC holds two-thirds
of the remaining 2P reserves
on its books, with Vedanta
and Oil India each owning
around 13 per cent.

BUDGET EXPECTATIONS
Industry players and ana-
lysts said the government
should offer better fiscal in-
centives to pre-NELP and
nomination blocks to en-

courage companies to en-
hance production from de-
pleting fields.

Senior officials from both
public and private sector
companies emphasised that
the government liberalised
the E&P sector with NELP
and Hydrocarbon Explora-
tion and Licencing Policy
(HELP), which infused some
traction in the largely stag-
nant domestic E&P industry.

“However, Pre-NELP and
Nomination blocks face
higher levies. For instance,
Pre-NELP blocks’ tax outgo
is almost 70 per cent, com-
pared to roughly 55 per cent
in the NELP and HELP re-
gimes. Reducing levies will
lead to more investible sur-
plus with companies that can
be invested in recovery tech-
nologies,” said one of the top
officials, who did not wish to
be quoted.

Deloitte India Partner
Anoop Kalavath said that the
Oil Industry Development
(OID) cess of 20 per cent ad-
valorem and Special Addi-
tional Excise Duty (SAED)
that is presently levied at
T6,000 per mt impacts the
companies doing crude ex-
ploration in coastal/ onshore
regions.

“As per interim Budget
FY25, estimated collection
for OID cess and SAED is
around ¥19,400 crore and
%1,52,080 crore. Cess is al-
most 30-50 per cent of the
PAT of large exploration
companies.

“Cess and SAED (in the
form of windfall tax) directly
impacts profitability of oil
exploration companies. Cess
applies only to pre-NELP
blocks where government
does not share many entre-
preneurial risks.”

“Given that oil explora-
tion is generally risky and
capital-intensive, the gov-
ernment may reduce cess
and SAED and leave a higher
surplus for investment in the
hands of companies,” he said
in his budget expectations
for FY25.

OID cess and SAED also
put domestic crude at a sig-
nificant disadvantage to im-
ported crude oil.

Another senior official
with an E&P company said
the upstream oil and gas in-
dustry faces a skewed scen-
ario as procurement of key

goods and services as inputs
is under the GST, while out-
put is outside the GST. Mul-
tiple tax regimes apply to dif-
ferent parts of the value
chain. “Instead of having
specific elements of the
value chain under GST, the
entire oil and gas sector
should be subsumed under
GST. This will provide seam-
less credit to E&P players
and help boost investor con-
fidence,” he added.

FALLING PRODUCTION
The IEA, in its India Oil Mar-
ket Outlook 2030, which was
released at the India Energy
Week 2024 in February, poin-
ted out that oil production
was on a managed decline for
more than a decade, follow-
ing its peak at just over
9,00,000 barrels per day (b/
d) in 2011 to just under
7,00,000b/d in 2023, of which
crude oil production was
6,00,000b/d and the rest nat-
ural gas liquids (NGLs).

Production declined by
around 4 per cent per year
between 2018 and 2023,
lower than the global average
annual rate of 7 per cent.

Field output declines are
expected to continue at a
similar rate through 2030,
bringing total oil output
down to 5,40,000 b/d, and
crude production to 4,60,000
b/d as growth in the Krishna-
Godavari and Mumbai Off-
shore Basins help support
legacy fields, it added.
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170 UNLISTED NON-FINANCIAL CPSEs

Selection of PSUs for Listing
in the Works to Unlock Value

Covt expects to boost corporate governance and competitive edge of state-run firms

Banikinkar Pattanayak

New Delhi: The government has ini-
tiated a process to identify state-run
companies that can be listed, as it se-
eks to unlock their potential value af-
ter increasing investor appetite for
scripsof itslisted firmsdrove up their
market valuations to fresh highs, said
people aware of the development.

National Seeds Corporation and
Central Warehousing Corporation co-
uld be among the first set of candida-
tes for listing, as per preliminary dis-
cussions, according to the people. Me-
anwhile, the proposed listing of
ECGC, which has an 85% share in In-
dia’s export credit insurance market,
is being expedited, they said. There
are 170 unlisted non-financial central
public sector enterprises (CPSEs), ac-
cording to the Department of Invest-
ment and Public Asset Management
(DIPAM)data.

However, those in certain strategic
sectors, including atomic energy,
space and defence, could be left out
of the process, said people in the
know. “The idea is to explore the fea-
sibility of listingmore CPSEsandto

PSU Valuation Remains High

M-cap of listed state-run firms ; Expected listing benefits ; Lilely listing
CovtholdineTn X candidates
L Market valuation of CPSEs
62 non-financial E¢rd: N7 alg = Seeds Corp
EPSES More transparent -l
L il corporate governance = Warehousing
Govt holding in 16 720.21 cr Cnrp
financaltirms : Greater accountability g
Totalm-cap SN’ |- Nulg — — i m ECGC
, , Greater competitive spirit
Note: Value of govt holding has jumped /
about four times in over 3 years Limited or no staff =
Source: DIPAM resistance

preparearoad map forit,” one of the
persons told ET on condition of ano-
nymity. “Which of the companies
should be listed and over what pe-
riod - these issues have to be delibe-
rated on. Preliminary discussions
have started and final decisions will
be taken in due cowrse.”

The plan is part of the broader ef-
forts by the government to boost va-
lue creation in listed companies and
unlock the value of its unlisted ones,
the person said, Listing of state-run
companies is also expected to impro-
ve their corporate governance and

sharpen their competitive edge, said
officials. The plan comes amid reali-
sation that regular strategic sales of
companies are hard to push through
(there was no strategic divestment
in 2023-24, for instance) due to fac-
tors beyond the government’s cont-
rol, including market fluctuations,
external headwinds and protracted
litigations. However, minority stake
disinvestments will continue, the pe-
ople said. “This is not to say that the
government isn’t serious about stra-
tegic sale. It's serious, but at the
same time it remains practical,” sa-

id a second person. The “value crea-
tion” strategy has started to pay off
in the form of elevated profitability
and market capitalisation of firms
inrecent years, after a fresh govern-
ment push todeepen CPSEs’ engage-
ment with market participants, bol-
ster corporate governance and offer
regular dividendstoshareholders. It
has substantially improved the divi-
dend flows from non-{financial
CPSEs, which exceeded the budget
estimates by a wide margin for a
third straight year in 2023-24.

The market value of the govern-
ment'’s holdings in 62 listed non-fi-
nancial CPSEs and 16 banks and
other financial institutions hasjum-
ped more than four times in about
three years to almost Rs 49 lakh cro-
re, showed the DIPAM data. The ove-
rall market capitalisation of these
companies has surged in sync to mo-
re than 273 lakh crore.

The ongoing strategic sale process
involving eight companies, inclu-
ding IDBI Bank, NMDC Steel and
Shipping Corporation of India, has
gone past the initial expression of
interest (Eol) stage, while five others
arestill in the Eol stage.
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State-run firms outperform
private peers on most fronts

Combined M-cap of
listed CPSEs up 2.6
times in 5 years

KISHOR KADAM & PRASANTA SAHU
Mumbai/New Delhi, July 17

STATE-RUN FIRMS OUTPERFORMED
their private peers in most financial
parameters in the last five financial
years,which included the pandemic and
its aftermath, according to data
reviewed by FE. This was even as these
firms weighed in with a stronger capex
pace to offset the sluggish private-sec-
torinvestments.

The combined market capitalisation
(M-cap) of 80 listed central public sector
enterprises (CPSEs) rose 2.56 times to
¥59.5 trillion in the five years to July 12,
2024, while their private-sector peers (82
firms in the BSE 100 Index excluding
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al institutions

CPSEs and firms listed in recentyears) saw
a combined M-cap growth of 159% to
¥219.35 trillion.

The CPSEs being reviewed also posted
an average net profit growth of 37.5%
between FY19 and FY24 compared with

just 17.6% by their private counterparts.
InFY24,these CPSEs’ profit growth was a
robust 45%,double the rate shown by the
private companies.

Continued on Page 7
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State-run firms outperform
private peers on most fronts

TheCPSEs rewarded their share-
holders with both robust dividends
and higher market values of the
shares (see chart),

The relatively better perfor-
mance by the top state-run com-
panies may let the Narendra Modi
government counter the allega-
tion by the Opposition that “CPSEs
are being dismantled and are in
disarray” underits regime.Recent
reports suggested that the gov-
ernment may go slow on its pri-
vatisation (share sale) policy and
resort to greater monetisation of
the land and other assets with
state-run firms and undertakings.

In 2021, the Centre had
unveiled a new CPSE policy which
entailed it would only keep a min-
imum presence in four “strategic
sectors”, while state-run firms in
the remaining areas could be pri-
vatised, merged or closed. How-
ever, it could not implement the
policy, given the market fluctua-
tions and lack of adequate
investor interest. Some ofthe large
privatisation bids, like that of
BPCL,camea cropper.

The department of investment
and public asset management
(Dipam) has, in the meantime,
adopted a capital management pol-
icy of nudging CPSEs to increase
efficiency,expand capacityand give
higher dividends to keep investors'
interest in their stocks, The robust
performance of PSUs has benefited
both the governmentand minority
shareholders,

The uptick in PSUs" perfor-
mance, combined with robust tax
revenues in the last two years,gave

strategic space to the Centre to
recalibrate the privatisation policy
and there are indications that it
won't be aggressive on those front,
sources said.

The government may now take
up privatisation cases keeping var-
ious factors in mind including the
prevailing political atmosphere,
Also, the sharprise in dividends and
market valuation implies it would
rather go slow and maximise gains
in stake sales and strategic disin-
vestment, ratherthan rush through
the salesat this juncture.

“Valuationsare very good today
with the Sensex at 80,000 plus. But
the dividends they (the govern-
ment as CPSE shareholder) are
receiving too are very robust and
will probably continue to be.
Hence,the government may take a
nuanced stance (on disinvest-
ment),” said Bank of Baroda chief
economist Madan Sabnavis.

“Besides, some of the best-per-
forming (CPSEs) are also critical
from the point of view of public pol-
icy, like say, those in the petroleum
sector, Hence the government will
reviewthe position in greaterdetail
before going infor major disinvest-
ment which means reducing gov-
ernment stake to less than 50%,"
Sabnavisadded.

This sentiment was made
abundantly clear by oil minister
Hardeep Singh Puri recently, when
heposted on"X'that"BPCLis mak-
ing almost as much profitina sin-
gle year than the price it was sup-
posed to be sold for! Decision
Made: India’s energy Maharatna
(@BPCLimited is not forsale!”
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