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‘Share of natural gas in India’s energy mix set for aleap’

I
Rishi Ranjan Kala
New Delhi

The Organization of the Pet-
roleum Exporting Countries
(OPECQ) inits latest world oil
outlook has projected that
the share of natural gas in In-
dia’s total energy mix will
reach 10.6 per cent by 2045
compared with the govern-
ment’s target of 15 per cent
by 2030.

According to the Petro-
leum and Natural Gas Regu-
latory Board (PNGRB), In-
dia’s current share of gas in
the energy mix standsat 5.78
per cent.

OPEC’s projections are
close to those made by bp in
its last annual outlook. “The
share of natural gas in total
primary energy grows in all
scenarios, increasing from 5
per cent in 2019 to 7-11 per
cent in 2050, supported by
industry and heavy road
transport demand,” the 2023
bp Energy Outlook report
said.

However, the OPEC re-
port notes that natural gas is
also expected to expand
strongly in the medium- and
long-term in the world’s
fourth largest liquefied nat-
ural gas (LNG) importer.

Increasing the share of gas
in the mix will help reduce
coal usage, curb CO2 emis-
sions, and support the de-
ployment of intermittent re-
newables, such as wind and
solar.

CITY GAS DISTRIBUTION
Furthermore, the govern-
ment supports the gasifica-
tion of the country (City Gas
distribution), which aims to
reduce the usage of tradi-
tional cooking fuels in the
residential sector, it added.

“India is active in the con-
tinued gasification of its en-
ergy system.

Expanding city gas distri-
bution (CGD) systems are
set to increase gas usage in
the residential and commer-
cial sectors. Gas can help re-
duce the traditional use of

biomass, as well as poten-
tially substitute some lique-
fied petroleum gas (LPG) de-
mand,” the report projected.

The country’s CGD sector,
which at present consumes
around 35 million standard

cubic meters per day
(MSCMD) of gas, is expected
to consume around 150
MSCMD by 2028.

LNG-POWERED VEHICLES
The OPEC report projected
that the initiatives that en-
courage natural gas vehicles
may bring additional sup-
port.

Currently, players such as

Essar Group-led GreenLine
are offering LNG-powered
trucks for long-range heavy-
haul logistics, which is more
affordable and environment-
friendly compared to diesel.

Assuming its strong long-
term competitiveness, the
report expects gas to play a
more important role in
power generation. India’s
gas-fired installed power ca-
pacity is close to 18 gigawatts
(GW), which is in general op-
erated at a plant load factor
(PLF), or capacity utilisa-
tion, of less than 20 per cent
in the last 2-3 years due to
high LNG prices.

“Currently, India’s gas-
powered power plants are
used sub-optimally due to a
lack of (domestic) gas sup-
plies and have the potential
to be ramped up in the fu-
ture. In the Reference Case,
India’s gas demand more
than triples in the outlook
period, reaching levels of 4.1
million barrels of oil equival-
ent per day (mboe/d) in
2045,” it added.
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TRADERS SAY WAR UNLIKELY TO SPREAD

Crude Falls Below $90
on US-Venezuela Deal

Reuters

Qil futures fell on Monday on
areportthe US and Venezue-
la could soon reach a deal to
ease sanctions on Venezuela
if a presidential election
date is set, while traders see
theIsrael-Hamas conflict not
affecting crude supplies in
theshortterm. Brentfutures
were down 59 cents, or 0.67 %,
at $90.27 a barrel. US West
Texas Intermediate (WTI)
crude fell by 0.29 cents, or
0.37%,to$87.30a barrel.

The US and Venezuelan
governments were getting
ready to sign a pact in Barba-
dos as early as on Tuesday to
ease US sanctions on Vene-
zuela's oil industry in return
for a competitive, monitored
presidential election in Ve-
nezuela next year, according
to media reports. Easing
sanctions on Venezuela's oil
industry could result in in-
creased oil supply.

Traders were optimistic
the war between Israel and
Hamas would remain con-
fined to Gaza.

"It's more of the same on
Monday in terms of the con-
flict in the Middle East being
contained from affecting
crude oil supplies,” said
John Kilduff, partner with
Again Capital LLC.

Both oil benchmarks had
climbednearly 6% on Friday,
taking Brent 7.5% higher on
the week and WTTup5.9%.

Israeli strikes on Gaza in-
tensified Monday, after diplo-
matic efforts to arrange a
ceasefire failed.

The White House said it
hopes the Rafah crossing at
the Gaza-Egypt border could
open for a few hours on Mon-
day to allow some people to
leave ahead of Israel's sus-
pected ground offensive.

US. Secretary of State An-
tony Blinken returned to Is-

rael on Monday, where he
discussed humanitarian aid
with Israeli Prime Minister
Benjamin Netanyahu.
Russia has also entered the
fray, with Vladimir Putin set
to hold talks with Iran, Is-
rael,  Palesti-
nians, Syriaand
\ Egypt.
Heightened
tensions in the
Middle East may have com-
pounded other risk factorsto
push prices higherlast week.
The United States last week
imposed the first sanctions
on owners of tankers carry-
ing Russian oil priced above
the G7'sprice capof $60abar-
rel, an effort to close loop-
holes in the mechanism de-
signed to deprive Moscow of
revenue for its energy sales.
"The sudden decision on
tightening up of sanctions
on ship owners carrying
Russian crude over the $60/
barrel limit by the US started
toniggle," PVM analyst John
Evans said on price rises at
theend of last week.
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Crude oil prices
steady above $90

London: Brent crude oil futures
steadied above $90 a barrel on
Monday after topping that level
on Friday, as investors waited
to see if the Israel-Hamas
conflict escalates further. Brent
futures were down 4 cents, or
0.04 per cent, at $90.85 a barrel
at 1120 GMT. U.S. West Texas
Intermediate (WTI) crude rose
by 12 cents, or 0.14 per cent, to
$87.81 abarrel. reuters
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Fuel sales fall ahead of start of festive season

NEW DELHI: Petrol and die-
sel sales fell in the first half of
October ahead of the start of
festival season that is expected
to boost consumption, prelimi-
nary data of state-owned firms
showed.

Last year, Durga Puja/
Dussehra as well as Diwali fell
in October. This year the festi-
val season, when consumption
E;CL:‘(S up, starts in the second

of October.

Petrol sales by three state-
owned fuel retailers fell 9 per
cent year-on-year, the first drop
in two months. Diesel con-
sumption dropped 3.2 per cent.

The decline was largely
because of the larger base of
last year.

Petrol sales dropped to 1.17
million tonnes during the first
half of October from 1.29 mil-
lion tonnes a year back.

Sales dropped 9 per cent
month-on-month as well.

Consumption of diesel,

the most consumed fuel in
the country — accounting for
about two-fifths of the demand,
dropped to 2.99 million tonnes
during October 1 to 15 from
3.09 million tonnes a year
back. Month-on-month sales
were, however, up 9.6 per cent
when compared with 2.73 mil-
lion tonnes in the first half of
September.

Diesel sales typically fall
in monsoon months as rains
lower demand in the agricul-
ture sector which uses the fuel
for irrigation, harvesting and
transportation. Also, rains
slow vehicular movements.
This had led to a fall in diesel
consumption in the last three
months. And once the mon-

soon ended, consumption has
risen month-on-month.

Consumption of diesel had
soared 6.7 per cent and 9.3 per
cent in April and May, respec-
tively, as agriculture demand
picked up and cars yanked up
air-conditioning to beat the
summer heat. It started to taper
in the second half of June after
the monsoon set in. It has con-
tinued to fall since.

Suppliers’ group OPEC sees
India’s oil demand expanding
on average by 2,20,000 barrels
per day on the back of vigorous
economic growth.

Consumption of petrol dur-
ing October 1-15 was 12 per
cent more than in the COVID-
marred October 2021 and 21.7
per cent more than in pre-pan-
demic October 2019.

Diesel consumption was up
23.4 per cent over October 1-15
in 2021 and 23.1 per cent com-
pared to October 2019.

With the continuing rise in

assenger traffic at airports, jet

el (ATF) demand rose 5.7 per
cent to 2,95,200 tonnes dur-
ing first fortnight of October
against the same period last
year.

It was 36.5 per cent more
than in October 1-15, 2021,
but 6.6 per cent lower than pre-
COVID October 2019.

Month-on-month jet fuel
sales were almost 2 per cent
lower compared to 3,00,900
tonnes in September 1-15,
2023.

Cooking gas LPG sales were
up 1.2 per cent year-on-year at
1.25 million tonnes in the first
half of October. LPG consump-
tion was 10.6 per cent higher
than in October 1-15, 2021 and
153 per cent more than in pre-
COVID Qctober 2019.

Month-on-month, LPG
demand fell 7.5 per cent against
1.36 million tonnes of LPG
consumption during Septem-
ber 1-15, the data showed. 1l
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Green Hydrogen Mission allots 1,906 cr
across three Ministries, supported projects

Abhishek Law
New Delhi

India’s National Green Hy-
drogen Mission has so far
allocated over 1,906 crore
- which includes 1,506
crore across three Minis-
tries and other supported
projects; and %400 crore
for R&D purposes.

The R&D  scheme
guidelines under the Na-
tional Green Hydrogen

Mission are to be finalised
by October, while calls for
proposals are likely to be
issued by November. A Na-
tional Centre for Hydro-
gen Safety has also been
proposed.

Allotments made across
Ministries include 455
crore to the Ministry of
Steel, till 2029-30; around
X155 crore to the Ministry
of Ports, Shipping and Wa-
terways (MoPSW)  till

2025-26, and 3400 crore to
the Ministry of Road
Transport and Highways
(MoRTH) also till 2025-26.
For other supported pro-
jects, the allotment has
been T400 crore.

According to a report of
the Empowered Group of
the National Green Hydro-
gen  Mission, accessed
by businessline, the themes
and structure of the pilot
projects are awaited from
the Ministry of Steel and
MoPSW. The second meet-
ing of the Empowered
Group was held earlier this
month.

RESPONSIBILITIES

“MoPSW has communic-
ated a fund requirement of
¥2,140 crore for develop-
ing common user facilities
near three ports, namely
Kandla, Paradip, and
Tuticorin. TheMinistry of
New and Renewable En-

@® ALLOCATION

Allotments made
include %455 crore to
the Ministry of Steel,
till 2029-30; around
%155 crore to the
Ministry of Ports,
Shipping and
Waterways till
2025-26, and 400
crore to the Ministry
of Road Transport and
Highways also till
2025-26

ergy (MNRE) will formu-
late the scheme guidelines
as per MoPSW’s require-
ments,” the report
mentioned.

Other actions that are
being taken by the MoPSW
include upgrading ports
for development as hydro-
gen hubs. In the case of
MoRTH, the Ministry is

conducting discussion on
route selection in accord-
ance with availability of
hydrogen fuelling stations
with IOCL; and these are
to be conducted by Octo-
ber-end. “First phase of
the pilots are to be rolled
out by the end of 2023-24
and guidelines are to be
formulated as per
MoRTH’s requirements,”
the report mentioned.

Earlier this vyear, the
Union Cabinet had ap-
proved the National Green
Hydrogen Mission with an
allocation of 19,744 crore,
aimed at procuring 5 mil-
lion tonne (mt) of green
hydrogen annually by
2030. Of this, the centre
has earmarked an outlay of
17,490 crore for the
SIGHT (Strategic Inter-
ventions for Green Hydro-
gen Transition)
programme.
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Green hydrogen missionis high
on ambition, low on resources

S DINAKAR
Amritsar, 16 October

ndia’s green hydrogen journey is
fuelled by ambition but hampered by
limited resources.

Considerthe country’s first federal-
level green hydrogen tender, designed to
incentivise fuel production under the
government’s319,744 crore hydrogen
mission. The goal wasto transform India
intoaglobal hydrogen hub, asuper-
supplier of clean, affordable fuels
worldwide and achieve a target of 5
million tonnes(mt) of green hydrogen
production annually by 2030.

Butthenyoucan'trunabullettrain
onanold narrow-gauge track.

However, the subsidies offered per
unit of green hydrogen output pale in
comparison to those provided by
Weslern nations. This, coupled with
unconvineing domestic offtake. poses
significant challenges.

Furthermore, the tendering process
faced repeated delays, with bids sought
18 months after the announcementof
the National Green Hydrogen Mission in
January2022. Even after these delays,
thetenders were undercooked, leading

tofirther

clarifications and

bid submission
N E extensions, with

thelatest

ANALYS IS deadlineset for

October31.
Butevenifthat

can beexplained awayas a fallout of new
technology, the incentives given by the
government under the tenderto
produce green hydrogen are perverse: in
the first year, producers receive a
maximumof¥50 (60 cents)/kilogram
(kg)forupto450,000 tonnesof clean
fuel. Thiscapdropsto40/kgin the
second yearand ¥30/kgin the third year.

Inthe first phase, the government
plansto fund1.35 mtofgreen hydrogen
over three years, costing about 5,400
crore, constituting 40 percent ofthe
total fuel production outlay. It remains
uncertain whether such modest
allocations will generate the proposed 38
trillionininvestmentsthroughout the
green hydrogen value chain.

Incontrast, the US offersupto$3/kg
inbasetax credit under the Inflation
Reduction Act(TRA), with an additional
$8 billioncommitted for hydrogen hub
development. By 2030, the production
costof US green hydrogen, including
IRALax benefits, isexpected torange
from $0.5-1.5/kg, making it the most

KEY ROADBLOCKS

DELAYED TENDERS:
Thetendering process
has been plagued by

| MEAGRE INCENTIVES:
| The subsidies offered
| perunitofgreen

ILLUSTRATIDON: BINAY SINHA

i DOMESTIC DEMAND:
| Domesticindustries,
i such asfertiliserand

delays, potentially | hydrogenoutputpale | refineries, present
impacting India's ability incomparison to major demand, but
to meetits ambitiousH2 | those provided by i cost-effectiveness
production targets | Western nations i remainsahurdle

cost-effective region globally,
consultant EY said, carryingahigh
export potential.

Europe, with numerous green
hydrogen initiatives, offersaround
€4/kg. The Indian Hydrogen Alliance
(IH2A), which includes Reliance among
its members, has demanded a price
support of $2/kg for first-generation
green hydrogen projects.

“Idon’tthink Indiawill ever be able
tomatchwhat Europe and the US can
do,”says Hemant Mallya, Fellow,
Council on Energy, Environment and
Water. “They can takeon adebtburden
butwe cannot. We don't have that
Tuxury. But then one could argue that
youcould go for alower volumewitha
highersubsidy,” headds.

Despite Indian fertiliser makers
and refinersconsuming 6 mtof
hydrogenannually (expected torise to
28 mtby2050), achievingthe 5
mt/annum (mtpa) green hydrogen
target by 2030 remainschallenging,

The programme has an initial budget
ofabout 319,744 crore until 2030, of
which¥13,050 crore is earmarked for fuel
production. “While S mtpa target may
still appear ambitious, and export
competitiveness amonitorable ability,

toenable transition for the domestic
value chainitselfwill be a bigstep,” says
Hetal Gandhi, directorat CRISIL
Research. Grey hydrogenat $1.5-2.5/kg
costs half of what it costs to produce
green hydrogen.

Green hydrogen production costs in
Indiaare around $3.5/Kg, but risk
premiumsdrive it upto $6-7/kg, making
the economies unviable.

Industryinsiders, including
Simarpreet Singh, chiefexecutive
officer of Hartek Group (anengineering,
procurement, and construction
contractor for power and renewables),
emphasise thatviability isunlikely in
the initial threetofouryears. “Right
now, the economics forgreen hydrogen
doesn’'t make sense,” he observes.

India'sunderfunded green hydrogen
tenders lack purpose without
procurement mandates or carbon taxes.
Alower incentive structure could work
ifindustries were obligated to purchase
green hydrogen, but resistance from
fertiliserand petroleum ministries
hindered progress.

Moreover, the focus on exports raises
concerns thatthe subsidies provided
may end upsubsidising consumers in
Western nations.
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India resists
yuan for
Russian oll

THE INDIAN GOVERNMENT'S dis-
comfortoverletting state-controlled
refiners pay for Russian oil imports
with Chinese currency has held up
the payment for at least seven car-
goes, people withdirectknowledge of
themattersaid.

The tussle over payment has not
disrupted deliveries sofar, with Russ-
ianfirmssuchas Rosneft continuing
to supply state-controlled Indian
refiners,who are secking alternative
ways for settlement.

Indiaemerged asthe topimporter
of Russianseaborne oil this year,with
refiners snapping up the crude sold
at a discount after some western
nations suspended imports from
Moscow over its invasion of Ukraine.

Butrefiners often face problems
insettling oiltradewith Moscow after
the United States and European
Union imposed a price capof $60a
barrel on Russian oil, forcing buyers
to use alternatives such as Emirati
dirhams for cargoes that have gone
abovethe capasoilprices have risen.

Reuters reported in July that
Indian refiners began using yuan to
payforsome oil from Russiansellers,
while continuing to use dollars and
dirhams to settle most of their Russ-
ian oil purchases.

—REUTERS
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Israel, which has become a major gas exporter in recent

years, has shut down several major energy sites since the THE TIMES OF INDIA, NEW DELHI | TUESDAY, OCTOBER 17, 202 Shekel Hits 8-Year Low

Hamas attack. Oil edged lower as the US stepped up diplo- Fields rts Hi War By T ey .

matic efforts to stop the conflict from spreading and report- Gas Flelds & Po it As Bcalé i L ; ls:jaeh ts.hl:_kei {;I! furtit1er] %r; " \,
edly neared a deal to increase crude exports from Venezuela. > Israel has suspended the Tamar gas field, > Chevron, the second-largest US oil co, has halted gas ,eg,’,‘hfeymeé I,-r,lt%in :hiepaﬁ%m s
Brent surged almost 6% on Friday to cap a large weekly 25km off the city of Ashdod, along the country's \ exports via a 90km pipeline between Israel and Egypt. It is PM Beni .“:m B

gain. European gas prices eased after rallying more than southern Mediterranean coast supplying gas through an alternative pipeline through Jordan oo dalse'ra“mellis" shtﬁla;;yrepare

W% lnst week, with traders weighing milder weather > While 85% of the gas was used in the domestic > The port of Ashkelon and its oil terminal have been shut. for a long battle

forecasts and international efforts to contain the conflict market, the rest was exported to Egypt and Jordan The port is located just over 10km from the Gaza Strip e s o rie




FINANCIAL EXPRESS, Delhi, 17.10.2023

Page No. 8, Size:(6.54)cms X (14.83)cms.

Jittery oil markets

Import-dependent India will seriously be
concerned with elevated energy prices

ILPRICES REMAINED elevated atover $90a barrel lastweek-

end following the bloody incursion of Hamas forces into

Israel thattriggered an ongoing warbetween the formerand

Israel’s army. This reflects aso-called "fear premium” or mar-
ket jitters over potential disruption in oil supplies asthere is considerable
uncertainty if the conflict engulfs the region beyond Israel to Lebanon
and ultimately involves Iran for supporting Hamas and other militias like
Hezbollah in Lebanon. Currently, there is intenseshelling from Israel into
southern Lebanonwith Iransternlywarning that the militias it supports
could openanew frontin the ongoing conflict if Israel’s “warcrimes”con-
tinuewith the intense bombardment and loss oflivesin Gaza.Asyet,there
is no evidence of Iran’s direct involvement behind Hamas’s attacks in
Israel butthe probability of further US-led sanctions cannot be ruled out,
including curbs on its sale of oil as it is the third largest Opec producer
generating 2,93 million barrels per day in July-September. These sanc-
tions would straightaway take out 2.9% of global crude supplies and
prices could zoom to $100 a barrel or more.

More so,if Iran chooses to retaliate by blocking the Strait of Hormug,
through which 3 0% of the world’s sea borne oil passes through every day,
threatening theworld economywith stagflation as inthe 1970s. Market
experts andcommodityanalysts reckon that the erude oil market remains
hyper-alert toanyindicationthat the conflict is poised toexpand intothe
oil-producing region in West Asia. An import-dependent India is bound
to be seriously concerned as geopolitical tensions in West Asia support
higher oil prices. Union petroleum minister Hardeep Singh Purisaid last
week that “the place where action is taking place isin many respects the
centre of globalenergy,"adding that $100a barrel wasunsustainable.All
ofthisis a recipe for costlier importsand build-up of inflation in the econ-
omy if global oil prices pass-through to higher domestic prices.

This is most unwelcome ahead of crucial state and national elections
asthe governmentiskeen toinsulate thevocal urban middleclass from
rising fuel prices. Elevated global oil pricesare alsobad news for the coun-
try's externalaccounts. Arule of thumb is that every increase in global oil
prices by 510 a barrel raises the current account deficit—which is the
broadestmeasure of India’s goods and services transactions—by $9to 10
billion. The deficit this fiscal may thus widen to much more than 1.1 %
of GDP in the first quarter and 2% of GDP in FY 2 3. Unfortunately for
India there is no respite from costlier energy even if the Israel-Hamas
wardoesnot spill over toWestAsia. Qil has beenon the boilbefore these
hostilities began due tothe relatively tight market conditions and Saudi
Arabia and Russia’s decision to unilaterally extend their cuts of 1 mil-
lion barrels per dayand 300,000 bpd respectively till December.

Such a significant reduction in oil supplies led to oil prices breaching
$97 abarrelin late September. Even without the ongoing conflict, prices
wereexpected toaverage $90.95 abarrel in the October-Decemberquar-
ter and $95 a barrel in 2024 according to the US Energy Information
Administration.Toreduce its vulnerability to higher oil prices, Indiamust
aim for greater relative self-sufficiency throughhigher domesticoil and
gas production over the medium-term.

FINANCIAL EXPRESS Tue: 17 October 2023 @
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OMCs to draw up joint green H2 road map

SUBHAYAN CHAKRABORTY
New Delhi, 16 October

il-marketing  companies
O (OMCs) may soon submit a

joint road map for the adop-
tion of green hydrogen to accelerate
their energy transition plans, offi-
cials said.

The Ministry of Petroleum and
Natural Gas Ministry has asked
OMCs to submit a detailed plan to
increasingly adopt green hydrogen
and provide a leg-up to their energy
transition
plans, the offi-
cials said.

Public-sec-
tor undertak-
ings (PSUs)
under the min-
istry target to

(OMING UP

Green H2 unitsin the works

ders to establish its first green hydro-
gen generation plant at the Panipat
refinery. At 10 KTA (thousands
tonnes per annum) capacity, the
project is envisaged to be created
over the next 30 months.

Back in 2021 as well, IOCL had
released bids to set up green hydro-
gen units at its refineries in Panipat
and Mathura refineries. With
planned installed capacities of 2,000
million tonnes per annum (mtpa)
and 5000 mtpa, respectively, the
units were planned to be setup ona
build-own-
operate basis,
The period of
operation was
up to 24 years
and the new
units had a tar-
gel deadline of

produce more 10CL: 28 months.
than 1 million . However,
tonnes (mt) of '0'000 the plans did
green hydrogen mlpa not fructify, and
by 2030. 3 the company
“The min- at Panipat refinery has now decid-

istry has been
meeting OMCs
Lo ensure ways

ed to refocus its
efforts on the
Panipat refin-

to hoost green HPCL: ery, its largestin
hydrogen pro- " India with 15
e R
road map will atVisakhapatnam refinery tomix the green
not only ensure hydrogen pro-
better coordina- BPCL: 20 Mwv Electrolyser duced with grey
gm in ?app;n% unitat I!?ha refmen. pydmge(;-:d tha{;
eman L l 15 produce:
also enable ) = during naptha
OMCs to help Eg;’;‘a'n,es or natural gas

each other in
technical assis-
tance,” the offi-
cial said.
Refineries in
the  country
already utilise
hydrogen for
internal con-
sumption,
which has the
potential to be
converted into
green hydro-
gen. The ministry plans to ensure
uptake through city gas distribution
(CGD) where it will be blended green
hydrogen (GH2) with natural gas.
Indian 0il Corporation Limited
(IOCL) is testing hydrogen-enriched
natural gas, or HENG, to be carried
in natural gas pipelines. In theory,
the two can be mixed in any propor-
tion, but typically, HENG in the
range of 10 per cent to 20 per cent
hydrogen by volume represents the
most-promising near-term option.

Slowrollout
In August, IOCL invited global ten-

for captive pur-
poses in sec-
ondary process-
ing units.

Meanwhile,
Bharat
Petroleum
Corporation
Limited is set-
ting up a 20-
megawatt green
hydrogen unit
atits refineryin
Bina, Madhya
Pradesh, to meet its captive hydro-
Zen requirements.

Hindustan Petroleum
Corporation (HPCL) is reportedly
setting up a 370 mipa green hydro-
gen plantat its Visakhapatnam refin-
ery in Andhra Pradesh.

In July, Petroleum Minister
Hardeep Singh Puri had said the
PSUs had not restricted themselves
to activities only within India. Case
in point, a consortium of HPCL and
green energy provider ACME has
submitted bids in response to green
hydrogen/ammonia-related tenders
in Germany and Omarn.
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ONGC Focuses
on Lowering

Operating Costs

Oilfield services rates surge, maintenance
costs rise for old capital equipment

Sanjeev.Choudhary
@timesgroup.com

New Delhi: Oil and Natural
Gas Corporation (ONGC)isfa-
cing operating cost escalation
as oilfield services rates have
surged by about a quarter in
just a year and the company’s
old capital equipment such as
compressors and turbines im-
pose increased maintenance
cost, itsfinance chief said.

“The cost of operation has
gone up, and as director (fi-
nance), my main focus now is
how we can reduce the cost,”
Pomila Jaspal, ONGC’s finan-
ce chief, told ET. “Of course,
we can't reduce on repair and
maintenance. At the same ti-
me, we can reduce on unwan-
ted costs like idle time of the
rigs, and vessels. We are try-
ingtoreduce that.”

The company is planning to
keepoperating expenditurein
check by bringing in more effi-
ciency through “economies of
scale, reducing manpower
cost and general administra-
tion cost”, she said.

“The operating cost is also
high because our capital equ-
ipment has been very old,” sa-
id Jaspal, adding that around
28-32 compressors and turbi-
nes are sent over to proprieta-
ry vendors for overhauling
every year.

Qilfield services rates, inclu-
dingthoseof rigs, barges, heli-

copters and other services, ha-
ve risen sharply over the past
year. Gulf producers, led by
Saudi Arabia, have attracteda
record number of rigs. Brazil
too has gathered a large num-
ber of deep-sea rigs. This has
left Indian explorers strugg-
lingtofind enoughrigs,letalo-
ne at affordable rates.

“Every time we open the bids
for rigs, they come at a very
escalated price,” said Jaspal.

Oilfield services rates usual-
ly follow the oil price trajecto-
ry. High oil prices energise ex-
ploration and development ac-
tivity, pushing up demand for
services and escalating their
costs. For ONGC, finding off-
shore rigs is a bigger chal-
lenge than onshore rigs as the
latter is well supplied.
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ONGC is going to carry out a controlled reopening of a relief well (Well
PO#2) in Periyakudi, Karyamangalam village, Tiruvarur distict. This is
being done using a drilling rig to protect the well & the surrounding
community. t is a safer option comparedto abandonment of the well, With
supportofthe District Administration &the State Govt., ONGC is hopeful of
the necessary permissions for well intervention, There is absolutely no
reason for alarm, as ONGC is continuously & diligently monitoring the
situation at Well PD#2. ONGC's operations strictly adhere to Standard
Operating Procedures & int'l safety standands. Since the enactment of the
“Tamil Nadu Protected Agricultural Zone Development Act 2020.* ONGC
has not drilled any new wells, ensuring strict compliance with the Act. In
2012, ONGC commenced the spudding of this Well PD# 2 after securing
all necessary statutory clearances fromthe Tamil Nadu Pollution Control
Board. The well's construction was completed in 2013, & during pro-
duction testing, a high-pressure flow necessitated the well's temporary
Closure, Despite earnest attempts in 2014 & 2016 to explore aternative
zones withinthe well, technical challenges hindered progress.



ECONOMIC TIMES, Delhi, 17.10.2023

Page No. 10, Size:(25.33)cms X (9.06)cms.

Petronas, 2 Others Eye Green Energy Co Fourth Partner

FUNDS FOR GROWTH Cos in talks to acquire TPG Capital’s stake, a deal likely to value equity base of renewables firm at about $500 m

Swaraj.Dhanjal@timesgroup.com

Mumbai: Malaysian energy ma-
jor Petronas, Indonesia’s rene-
wables firm Sun Energy and glo-
bal commodities company Vitol
are in talks to acquire TPG Capi-
tal's Rise Fund-backed Fourth
Partner Energy, a renewables
company that supplies green
energy tocommercial and indust-
rial establishments, said two so-
urces aware of the development.
Themajoritystakesaleislikely to
value the company’s equity base
at around $450-$500 million, the
sources said.

TPG, which owns close to 50%
stake in the business, islooking to
completely exit the company thro-
ugh this transaction, the sources
added. The incoming investor will
also bring in some fresh capital to
fund the growth plans of the com-

pany, which include growing its
asset base to up to 3.5 gigawatts
(GW) by 2025.

“Petronas, Sun Energy and Vitol
have submitted non-binding of-
fersand are doing diligence on the

company's assets.

= A few other inves-
Petronas, tors had also loo-
Sun Energy ked at the asset
and Vitol earlier, but these
said to have three are the ones
submitted left in the race
non-binding now,” said one of
offers and the sources cited
aredoing above.

diligenceon Petronas  owns
co’s assets Amplus Solar in In-

dia that has an ope-
rating portfolio of 1.5 GW of rene-
wable assets. Vitol owns around 1.2
GW of renewable assets, while Indo-
nesia-based Sun Energy has instal-
led over 280 MW of renewable power
capacity for corporate clients.
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Norfund, a Norway government
sponsored  investment  fund,
which invested $100 million in the
company in 2021, will continue to
hold its stake, the source added.

In August, Norfund invested 350
crore into the company. TPG first

entered the company in 2018 inves-
ting $70 million.

Fourth Partner Energy had an
operating portfolio of 685 mega-
watts (MW) as of March 2023 gro-
wing from 248 MW as of Septem-
ber 2021, according to a report by

creditratingagency Icra.

The operating portfolio is expec-
ted toreach 1,358 MW inthenearto
medium term, the report noted.

Fourth Partner Energy postedre-
venues of 1,018 crore in FY22, up
from 459 crore in the previous ye-
ar. It reported a net profit of 27 cro-
re in FY22, rising from 753 lakh in
the previous year. TPG, Norfund
and Vitol declined to comment.
Emails sent to Petronas and Sun
Energy did notelicit aresponse.

“Fourth Partner Energy is in the
midst of fund-raising and as it is
an on-going process — we will not
beable tocommentonany particu-
larsat thisjuncture,” said a spoke-
sperson for Fourth Partner Ener-
gyv. Renewable energy companies
that supply clean energy to com-
mercial and industrial (C&I) es-
tablishments have been attracting
strong investor interest lately.

In June, Canadian investor Bro-

okfield invested $360 million in
CleanMax Enviro Energy Solu-
tions, a Mumbai-based Cé&I rene-
wable energy company, acquiring a
majority stake in the company. At
the time, the company managed 1.6
GW of operating wind and solar pro-
jects and supplied clean energy to
over 350 corporate customers.

ET reported on August 31 that
Australian investor Macquarie-
owned C&I platform Vibrant Ener-
gy has seen acquisition interest
from Sun Energy and Vitol, among
others. The deal is likely to value
Vibrant at an equity value of aro-
und $200 million, ET reported.

The Cé&I renewables market in
India is expected to grow by 47GW
over the next five years, said a re-
cent report from energy analyst
firm Bridge To India. Corporate
customers account for 51% of the
country's total consumption, the
report said.
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Saudi Arabia’s crude
exports for the month
of August

in million barrels per
5 58 day (bpd). Crude
® exports from the
world’s largest oil exporter hit its lowest in
28 months. Saudi and Russia have agreed

to combine voluntary oil supply cuts of 1.3
million bpd until the year end. reuters
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Some Russia-oil payments said
to be held up over yuan issue

Reuters
NEW DELHI

The Indian government’s
discomfort over letting
state-controlled refiners
pay for Russian oil imports
with Chinese currency has
held up the payment for at
least seven cargoes, people
with direct knowledge of
the matter said.

The tussle over payment
has not disrupted deliver-
les so far, with Russian
firms such as Rosneft conti-
nuing to supply state-con-
trolled Indian refiners,
who are seeking alterna-
tive ways for settlement.

India emerged as the
top importer of Russian
seaborne oil this year, with
refiners snapping up the
crude sold at a discount af-
ter some western nations
suspended imports over
Ukraine invasion.

Settlement issues

But refiners often face pro-
blems in settling oil trade
with Moscow after the U.S
and the European Union
imposed a price cap of $60
a barrel on Russian oil,
forcing buyers to use alter-
natives such as Emirati dir-
hams for cargoes that have
gone above the cap as oil

prices have risen. Reuters
reported in July that Indian
refiners began using yuan
to pay for some oil from
Russian sellers.

The Centre, however,
has become uncomforta-
ble with using the yuan for
settlement, Finance Minis-
try officials said. It is un-
clear if the Centre instruct-
ed state refiners to stop
paying in yuan, but New
Delhi’s disapproval is
plain. “It is not banned and
if a private firm has yuan to
settle trade, the govern-
ment will not stop it, but
will neither facilitate the
trade,” said an official.
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