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BP to ditchrenewables
goals in new strategy

Strategy shift will see the company returning its focus to fossil fuels

Reulers
feedback@livemint.com

P's chief executive will scrap a

target to increase renewable

generation 20-fold by 2030,

returning the focus to fossil

fuels, as part ofa strategy shift
ammounced on Wednesday totackle inves-
tor concerns over earnings, two sources
toldReuters.

BP’sshareshave underperformed rivals
in recent years and the oil major has
already dropped its target to cut oil and
gas output by 2030, Reuters reported in
October,

On Wednesday, when BP holds a capital
marketsday, chief executive officer (CEO)
Murray Auchineloss will tell investors the
company is abandoning its target to grow
renewable generation capacity 20-fold
between 2019 and 2030 to 50GW, two
sources close to the matter said. The plan
todrop thetargethas not been previously
reported.

BP declined to comment.

Its earningsreports show thecompany
has 8.2GW of renewable generation
capacity, and that for 2019, BP's net wind
generation capacityreached 926MW. It
did not give a figure on total renewable
capacity for that year.

The sources said BP will alsoditch a tar-
get to reach core earnings
(Ebitda) of $4.9 hillion this
year and instead set an annual
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Under CEO Murray Auchincloss’ predecessor, Bernard Looney, BP pledged in2020 to

cut oil and gas output by 40% while rapidly growing renewables by 2030. AFP

The capital markets day was originally
scheduled for 11 February in New York,
but was changed to Wednesday in London
because Auchincloss had to undergo a
medical procedure.

Acrosstheenergy sector, majorcompa-
niesthatshifted theirportfoliosinresponse
totheneedtolower carbon emissions and

make public plans to
divest assets and cut

Pressure has become intense on BP
after activist investor Elliott Investment
Management built up a nearly 5% stake.

Elliott, known for pushing changes at
companies such as Honeywell and South-
west Airlines, is demanding an overhaul,
including tighter cost discipline at BP.

A separate source familiar with the mat-
ter told Reuters Elliottwanted
BP to scale down its green
energy spending and sell
assetssuch aswind and solar.

BP would also benefit from
selling its Castrol lubricants
and itsnetworkof service sta-
tions to unlock value and

licly on the strategy change.

While BP has said ina call
with analysts it could drop the targets, it
has vetto formally announce any deeision.
BP failed toreachits 2024 Ebitda target of
$40.9 billion.

The company will also make public
plans to divest assets and cut other low-
carbon investments to reduce debt and
boost returns, the sources said.

curb climate change have returned the
focus to oil and gas, where returns have
become easier as fossil fuel prices have
rebounded from pandemic lows.

The investor environment has also
been transformed by the re-election ofUS
President Donald Trump, a climatescep-
tic and advocate of fossil fuels.

boost share buybacks, added
the source, who also asked not to be
named.

Under Auchincloss' predecessor, Ber-
nard Looney, BP pledged in 2020 to cut
oil and gas output by 40% while rapidly
growing renewables by 2030.

BP lowered the reduction target to 25%
in2023.
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THE COMPASS

Capex toweigh on
OMC cash flows

DEVANGSHU DATTA

At the India Energy Week, an inter-
action between analysts and the
Minister of Petroleum and Natural
Gas (MoPNG), Hardeep Singh Puri,
and Secretary, MOPNG, Pankaj Jain
outlined the challenges for Oil
Marketing Companies or OMCs.
Pricing freedom isnotlikely and
while the Ministry will push for LPG
compensation, entire under-
recovery isunlikely tobe
compensated. Thereis also a focus
onincreasing OMCs petrochemical
integration which meanslarge capex
atatimeofweak earnings. Moreover,
several projects have beendelayed,
implying longer time to production.
Despite nofinancialyear2026
(FY26) budget provisions, OMCs may
bepartiallycompensated for LPG
under-recovery. Inthe first nine
months of FY25 (OMFY25),
combined under-recovery
amounted t0¥29,160 crore with
314,330 croreto IOCL,X7,230 crore to
BPCLand37,600 crore for HPCL.
Givensimilartrendsin Q4FY25

margin wasalsovariable.
Intermsofblended marketing
margins, BPCLwasbetter than
HPCLand IOCL. BPCLat $6.2 per bbl
continuestooutperform HPCL
($5.9/bbl)and IOCL($5.2/bbl). The
debtsituationisalsobest for BPCL.
Softeningofcrudeoil prices
limitsinventory gains and keeps
refining margins under pressure.
The rupee weakness raisesimport
costs forcrude oil, LNG, equipment
amongothers. The Russian crude
discountisdropping(itiszeroin
CY2025versus $3-3.5/bbl in 2024 and
$7-8/bblin 2023) and thisreduces
profitability. A rising share of non-
OPEC supply may improve sourcing
flexibility. Despite earnings pressure
and inventorylosses, the three OMCs
havebigcapex plans. IOCLisaiming
at¥35,800 crore annual capex for
FY25andz33,000 crorefor FY26,
BPCLhascapex plans of1.7 trillion,
with1.3trillion already approved.
Capex for FY26 & FY27standsat
%19,000-24,000 crore annually, with
capexat25,000 crore annually from
FY28 onwards. HPCL hascommitted
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imports, and allow refinersto
upgrade to higher-value products
and achieve adiversified earnings
profile. Butuntil projectsare
complete, it willmean moredebtand
lessfree cash flows.

HPCL could offer comparatively
better prospects. The positive
triggersinclude the demerger and
potential listing of the lubricant
business, thecommissioningofits
bottom-upgrade unitin Q4FY25,
productionstartatits Rajasthan
refineryin calendar year 2025
(CY25), and LPG under-recovery
compensation.

The core performance of OMCsin
Q3FY25wasinline. There wasa Y-o-
Yand Q-o-Q increasein operating
profitand net profit driven by better
core grossrefining margins or GRMs.
BPCLand HPCL outperformed
IOCL. The GRMs for the three OMCs
ranged between $3-$6 per barrel or
bblon areported basisincluding
inventorylosses, while marketing

escalated from%33,000 crore to
%36,225 crore. IOCL's Gujarat refinery
expansion has costoverruns of
324,000 crore and IOCL's Barauni
refinery expansion also has cost
overruns.I0OCLand CPCL's Cauvery
Basin refinery at Nagapattinam was
initially scheduled forend-2025
completion but hasnowbeen
pushed to 2027. The projectcosthas
increased to¥36,400 crore, with

66 percentdebt financing,.

BPCL, HPCL, and IOCL haveall
seen correctionsbutwhile
valuations are below long-term
averages, there could be further
downsides dueto multiple
challenges. Currently the three
OMCs (and other midstream PSUs
suchas MRPL) are trading at
expected price/bookvalue (P/BV)of
between 1.1and 1.5 times for FY25.
Giventhecyclical history, and the
squeeze on free cash flow triggered
by capexplans, valuations could
slide till the 0.6-0.7 P/BV levels.
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Govt plans to anchor oil
tanker production via SPVs

—
Abhishek Law
New Delhi

The Ministry of Ports, Ship-
ping and = Waterways
(MoPSW) will back propos-
als by picking up equity for
manufacture of oil tankers
through SPVs (special pur-
pose vehicles) between the
Shipping Corporation of In-
dia, oil marketing companies
(OMCs), dockyards and
other financial institutions.
Projects will have a nearly
70:30 debt-equity compon-
ent, indicating that the ma-
jority of the projects will be
funded through loans or
borrowings.

The Ministry’s exposure
could be limited to a max-
imum of 15 per cent of the
project cost or SPV, an offi-
cial aware of the discussions
told businessline.

Owning oil tankers hedge
Indian oil supplies from geo-
political headwinds and
probable sanctions apart
from reducing ship charter-
ing bills, an outgo to the ex-
chequer.

SPECIAL ENTITY

The first such special entity
could materialise over the
next 6-9 months, the person
said, adding that the Ship-
ping Corporation of India
(SCI) — a CPSE of the Min-
istry — would be roped in as
one of the key investors or

STRATEGIC ALLIANCE. Shipping Ministry ey

IMPORT DEPENDENCY. India does not manufacture oil
tankers at the moment and nearly all its requirement are met
through imports. reuress

stakeholders in the project.

The SCI recently signed
an MoU and a non-disclosure
agreement (NDA) with
BPCL to explore “strategic
alliance in the shipping sec-
tor”. This includes develop-
ing “comprehensive
roadmap, structure, and op-
erating model for the pro-
posed strategic alliance or
entity”.

“At the most the Ministry
will take up 49 per cent of the
equity contribution in the
SPV, which works out to be a
maximum of 15 per cent of
the total project cost at the
most. But that too will be de-
cided based on the project
specifics,” the official said.

Nearly a year after the idea
was mooted, the Ministry’s
internal survey indicate that
there could be requirement
for nearly 100 such oil
tankers across categories
such as Panamaxes,
Suezmaxes, ultra large crude

carriers, very large crude car-
riers and others; and project
cost — spread across 5-10
years for these 100 ships -
could be around %25,000-
30,000 crore range.

Approximately depending
on size of the tanker, capex
varies on the I800-2,000
crore range.

India does not manufac-
ture oil tankers at the mo-
ment and nearly all its re-
quirement are met through
imports. The importbill runs
into nearly $100 billion, and
it includes ship chartering
services. Insurance payouts
and all.

FUNDING DETAILS

According to the official, the
SPVs would look to secure
funding primarily from fin-
ancial institutions and inter-
national funds, international
VCs, sovereign funds, and
also through PEs. This would
account for “at the most™ 70

es picking up stake in joint ventures

per cent of the project cost.

The remaining equity
could come from OMCs, the
dockyards, SCI including the
Ministry pitching-in where
required.

TALKS WITH DOCKYARDS
“So,we have initiated discus-
sions with dockyards too to
ensure there is availability of
space to carry out construc-
tion activities. In the next
6-9 months, the first SPV
could materialise,” said the
official.

Dockvards have been
asked to ramp up on capacit-
ies and ensure space availab-
ility while the Ministry has
asked them to work on ex-
pansion plans.

There were internal dis-
cussions to bring in some
second-hand tankers and
retrofit them, in order to
speed up work. But these
proposals were shot down by
the Ministry. “Retro-fitting
is not an option here,” a
second official said.

For instance, Cochin
Shipyard Limited (CSL) has
entered into a memorandum
of understanding with A.P.
Moller-Maersk to explore
collaboration opportunities
in ship repair, maintenance,
and shipbuilding in India.
The MoU encompasses ex-
ploration of ship repair, dry
docking, and new building
opportunities, among oth-
ers.
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= IndianOil organised a workshop on “Catalysing Corporate
Partnerships for Indoor Solar Cooking System” with
Finovista. The workshop was focused on expanding access
to Surya Nutan, the indoor solar cooking device.
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US sanctions 4 Indian firms
for role in Iran’s oil industry

WASHINGTON, FEBRUARY 24
Four Indian companies are
among 16 firms sanctioned
by the US on Monday for
their alleged involvement in
Iran’s petroleum and petro-
chemical industry.

According to a press release
issued by the treasury depart-
ment, the sanctioned Indian
firms are Austinship Manage-
ment Pvt Lid, BSM Marine
LLP. Cosmos Lines Inc, and
Flux Maritime LLP

This marks thesecond round
of sanctions targeting Iranian

oil sales since President Don-
ald Trump issued a national
security memorandum onFeb-
ruary 4, ardering a campaignof
maximum pressure on Iran,
the state department said ina
press statement.

“This network of illicit ship-
ping facdilitators obfuscates
anddeceivesitsrole in loading
and transporting Iranian oil
forsale tobuyers in Asia. It has
shippedtens of millions of bar-
rels of crude oil worth hun-
dreds of millions of dollars,”
the statement said. — PTI
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