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Energy at Core, RIL Gets a Lift from Jio, Retail Units

BETTER PROSPECTS in the mainstay business to boost margins; forthcoming 5G device launches bode well for telecom as retail continues to grow

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: A sequ-
ential improvement inrefining mar-
gins and sustained momentum in
the consumer-facing business hel-
ped operating profit at Reliance In-
dustries expand in line with street
expectations, with margins clim-
bing about 3 per-
centage points se-
quentially.

Better prospects
for the oil to che-
mical (O2C) business with the reo-
pening of China, a rising share of
higher paying telecom customers,
and a consistent positive news
flow on new energy vertical may
attract investors’ interest in the
medium term.

However, the direction of the
stock trajectory will depend upon
macro calls of foreign portfolio in-
vestors as China seemingly scores

ETI' ANALYSIS

over India. FPIs have pruned expo-
suretoRILinthelastfew quarters.
RIL's energy business had boos-
ted third-quarter earnings thanks
to increasing profit contribution
from 02C business as well as im-
proved realisations from upstre-
am verticals where it derives ear-
nings mainly from natural gas sa-
les. The share of 02C and upstre-
am businesses in
the operating pro-
fit contribution ro-
se to 56.5% in the
December 2022 qu-
arter, a growth of 460 basis points
on a sequential basis. The combi-
ned benefit of better refining mar-
gins and a drop in windfall tax ai-
ded earnings of the 02C segment.
The Singapore gross refining
margins — a regional benchmark
to gauge refinery profitability—
fell to $6.3 per barrel in the Decem-
ber 2022 quarter compared with
$7.11in the previous quarter, while

the difference in light and heavy
crude also expanded.

In addition, the windfall tax on
petroleum products produced at
non-EOUrefineries—around 30%
of refinery output — reduced as
the government revised excise du-
ty downwards in its fortnightly re-
vision. This led operating profit at
the O2Csegmenttoclimbafifthse-
quentially to 11,891 crore while
the operating profit margin ex-
panded by 210 basis points to 8.2%
in the same period.

Superiorearningsof therefining
segment have been able to offset
margin contraction in the petro-
chemical segment. The earnings
momentum of the O2C segment is
likely to continue with the reope-
ning of the Chinese economy,
which may lower petroleum pro-
duct export and support the reali-
sation growth of export-based refi-
ners. Similarly, itislikely tolift pet-
rochemical spreads from the deca-
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dal low level. This should support
the O2C operating profit growth of
15% between FY22 and FY25.

On the consumer-facing side, Jio's
strategy to target the premium end
provided consistent results. This
drove up the Jio ARPU for eight con-
secutive quarters to 7178. If a tariff
hike took place a year ago, ARPU
growth isnowdriven by the addition
of high-payingsubscribers with bet-

ter in-building coverage, lucrative
data plans and rising subscribers of
Jio Fiber

This has helped the company gain
net customer addition for the last
three quartersinarowand in the De-
cember quarter; it was able to add
another 5.3 million subscribers, ta-
king the total tally to 433 million.
Analystsforecast Jio ARPU could to-
uch9and2205in FY24and FY25at

launches of its portable 5G device to
ramp up wireless broadband addi-
tions coupled with affordable 5G
smartphones as it monetises its pan-
India 5G network.

The operating profit of Jioforthe
first nine months stood at 734,462
crore and is estimated to touch
260,000 crore inthe next fiscal year.
High investment in 5G started to
reflect in its capex and debt. In the
first nine months, RIL spent ¥1.01
lakh crore on capital expenditure.
This increased its outstanding
debtto3.031akhcroreattheend of
December 2022, compared with
Z2.44lakhcrore a yearago.

Reliance Retail’s revenue momen-
tum continued with store additions.
In the past 12 months, RIL's selling
arearose over 50% to 60 million squ-
are feet and store counts by 20% to
17,725. As a result, retail revenue ro-
se to a record high of 67,623 crore
which translates into an annualised
revenue of 2.7 lakh crore.
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Govt to extend export sop
scheme to green hydrogen

REUTERS
NEW DELHI.JANUARY 20

INDIAWILL extend export ben-
efits under a key scheme to do-
mestic green hydrogen fuel
manufacturers, bwo government
officials said.

The Remussion of Duties and
Taxes on Export Products
scheme, designed to offer re-
funds against some local levies
toexporters, will be extended to
green hydrogen once exports
start, said the officals,

One of the world's biggest

$The IndianEXPRE

emitters of greenhouse gases,
India hasapproved a$2.11 billion
incentive plan to boost local pro-
duction of green hydrogen The
move aims to help achieve net-
zero carbon emissions by 2070,

In December, ammonia and
methanol, the transportable
formsof hydogen, werealsoin-
cluded in the list of fuel sources
thatwould get export incentives,
thoughlndia is anetimporter of
those. The same dispensation
would also apply to other green
forms of fuel generated using re-
newable energy, one of the gov-
ernment officials said.

Sét. 21 Januar
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Govt to
extend
export sops
to green
hydrogen

REUTERS
Mew Delhi, January 20

INDIAWILL EXTEND export
benefits under a key scheme
to domestic green hydrogen
fuel manufacturers, twogov-
ernment officials said, as the
country aims te become a
global supplier of the
clean fuel,

The Remission of Duties
and Taxes on Export Products
(RoDTEP) scheme, designed to
offer refunds against some
local levies to exporters,will be
extended to green hydrogen
once exports start, both offi-
cials, who did not want to be
namedas those discussions are
private, told Reuters onFriday.

The ministries of renew-
able energy and trade did not
respond to queries sent by
Reuters.

One of the world’s biggest
emitters of greenhouse gases,
India has approved a §2.11-
billion incentive plan to boost
local production and encour-
age use ofgreen hydrogen. The
move is targeted to help the
country achieve net-zero car-
bon emissions by 2070,

The country aims for
annual production of 5 million
tonnes of green hydrogen and
hopes to provide at least 1000
of globaldemandby 2030.

In December,ammonia and
methanol, the transportable
forms of hydrogen, were also
included in the list of fuel
sources that would get export
incentives, though Indiaisanet
importer of those.
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CAPITAL
IDEAS.

RICHA MISHRA

nergy” is a constantly
evolving industry and
therefore “collaborations”
whether equity based or as
service providers or
technical consultants are common.
These collaborations take place between
institutions, companies or
governments. But, for collaborations to
succeed the key is “implementation”.

Ask any industry veteran and they will
agree that collaborations happened in
the past too, but they were not
highlighted. For example, almost 20-30
years back ONGC employed a technical
consultant for its most successful asset
Mumbai High, but it wasn’t talked about
much.

Any stream of energy — oil and gas,
renewable or the latest hydrogen —is an
evolving and high technology driven
industry, which is changing at a rapid
pace. For example rapid digitisation is
taking place and Indian companies are
quick to adopt it through collaborations.

India is now among the top three
energy consuming countries of the
world. According to the European
Commission, “Its energy sector is set to
keep growing in the coming decade as
the country focuses on domestic energy
production including renewables,
nuclear and energy efficiency.”

Whether it is for transition from fossil
to non-fossil environment or producing
cleaner energy through fossil fuel,
expertise is required and collaboration is
anatural process, Be it through joint
ventures or consortiums.

‘CLEAN’ COLLABORATIONS

For example, through the EU-India
Clean Energyand Climate Partnership,
the EU aims to strengthenits
cooperation with India in the field of
renewable energy, while supporting its
clean energy transition and ambitious
climate mitigation targets. The
collaboration is focused, among other
activities, on solar energy, offshore wind
energy, integration of renewable energy
and storage, smart grids, biofuels and
energy efficiency in buildings, and also
on renewable hydrogen.

Where do such collaborations
happen? What is the role institutions or
events like Davos or energy summits
play?

While these places are good for
networking, they do not always resultin
a concrete relationship, said an industry
insider. Many memoranda of
understanding are signed, but not all are
executed. The reason being execution
depends on the strategy of the company
involved or its requirement.

Arun Kumar Singh, Chairman ONGC,
had said ONGC has mature and
discovered fields where collaboration is
required for cutting the cost and
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9  Needto ‘energise’

collaborations

For tie-ups to succeed,

implementation is the key.
Though governments are
crucial, companies must

take the lead

REUTERS

enhancing production. Even fot the new
finds collaboration is required.

According to Singh, there are five
areas where his company can explore
collaborations at such conferences —
exploration,as ONGC has to explore
fast and deepwater explorations are
harvesting good dividend globally,
Enhanced Oil Recovery (EOR) and
Increased Oil Recovery (IOR) — ONGC
has some expertise there and can share
knowledge and data, renewable, carbon
capture, storage and sequestration
(CCUS) and hydrogen.

According to Ehsan Ul-Haq, Lead
Analyst at Refinitivin London: “I think
Indian companies are well aware of
situation in other countries. Executives
of Indian oil and gas companies already
have knowledge about what they want to
talk about. It is one thing to meet others
at conferences and evince interest in
buying oil froma particular country, but
more critical is to formalise it. Take the
talk to the next level.”

Taking it to the next level to formalise

For transitioning to
non-fossil sources of
energy, technical
expertise is crucial and
for this collaborations
between governments,
institutions, and companies
are vital

itis vastly a commercial decision, he
said. But here again there are some
countries where talks take place
between two governments, but again
there are countries where it is
commercial like in the US, he added.
“Even OPEC has been talking to some
US executives seeking cooperation,” he
pointed out.

NEED FOR SPADEWORK

Therefore, for any collaboration to
succeed proper homework needs tobe
done, he said. “Like for example the
South Africans who have been
participating in the Davos conference
for the past three years, found that
nothing concrete has come out, so this
time they are not there. Or take the
example of floods in Pakistan. The local
minister had been talking about a lot on
climate change at these conferences but
see what happened,” he said.

For coping with energy transition,
collaboration is the accepted norm.
Collaboration also works in situations
like what is happening at present with
Russia.

“There isa price cap in Europe. But,
Europe can buy processed or refined
petroleum products from India. Alot of
blending of Russian diesel with Indian
diesel is happening. It works for India
too as lot of new refineries are going on
stream in the Middle East, thus there
will be enough diesel available. India has
to compete. It can sell some diesel in the
Mediterranean market. In Europe things

are changing very fast and the shift to EV
will be done by 2030,"” he said.

Energy transition is anarea where
expertise and skill is most in demand
today. Refineries or petrochemicals
work on complicated technical systems
and worldwide players who have the
technology collaborate. Energy
transition is a very commercial issue in
the West.

It is also crucial to create a knowledge
bank. It is not necessary for
collaborations to happen at conferences.
They can fructify in smaller groups or
one-on-one meetings.

India s one of the countries with
which the West is engaging to conclude a
partnership on energy transition this
year during the country’s G20
Presidency. The implementation of Just
Energy Transition Partnership (JETP),
isa priority for the European
Commission, which is committed to
working together through the G7 to
ensure that this model sets a good
example for the broader benefit of
developing countries seeking
coordinated support to implement their
own ambitious net-zero and climate
resilient plans.

While all these sound good on paper,
the key is implementation and this can
happen only if a focussed approach is
adopted. In some cases the governments
need to take the initiative, but in most
cases it is purely commercial - company
to company. So, alot depends upon the
strategy of the companies.
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Petronet posts PAT of %1,181 crore in Dec quarter

During the quarter ended December 31, 2022,

Dahej terminal processed 154 1BTU of LNG

NEW DELHI: During the
quarter ended December 31,
2022, Dahej terminal processed
154 TBTU of LNG as against
182 TBTU during the previ-
ous quarter ended September
30, 2022 and 196 TBTU dur-
ing the corresponding quar-
ter ended December 31, 2021.
The overall LNG volume pro-
cessed by the company in the
current quarter was 167 TBTU,
asagainst the LNG volume pro-
cessed in the previous and corre-
sponding quarters, which stood
at 192 TBTU and 208 TBTU
respectively.

During the current nine
months ended December 31,

2022, Dahej terminal processed
532 TBTU of LNG as against
615 TBTU processed during
the corresponding nine months
ended December 31, 2021. The
overall LNG volume processed

by the Company in the current
nine months was 567 TBTU, as
against the LNG volume pro-
cessed in the corresponding
nine months, which stood at
657 TBTU.

The Company has reported
highest ever PBT of Rs 1,586
crore in the current quarter, as
against Rs 994 crore in the pre-
vious quarter and Rs 1,533 crore
in the corresponding quarter.
The PAT of the current quarter
is reported at Rs 1,181 crore as
against the PAT of the previous
and corresponding quarters of
Rs 744 croreand Rs 1,144 crore
respectively.

The Company has reported
highest ever turnover of Rs
46,025 crore in the current nine
months as against Rs 32,008
crore in the corresponding nine
months, registering a growth of
44 per cent. The Company has

reported highest ever PBT and
PAT of Rs 3,517 crore and 2,626
crore in the current nine months
as against Rs 3,489 crore and Rs
2,602 crore respectively in the
corresponding nine months.

Due to foreign exchange vol-
atility, the lease liability has an
accounting impact of foreign
exchange loss amounting to Rs
60 crore in the current quarter,
as per the provisions of the rel-
evant Indian Accounting Stan-
dards (Ind AS).

The Company was able
to achieve robust financial
results despite high LNG prices,
owing to optimisation in its
operation. MPOST
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Petronet Q3 Profit up 3% to 1,180 cr on ‘Use or Pay’ Fee

Revenuerises 25% froma
year earlier to 215,776 cr

Our Bureau

New Delhi: Petronet LNG’s third-quarter
profit rose 3% to 71,180 crore, driven main-

ly by ‘use or pay’ charges of 2849 crore that
customers are expected to pay forfailingto
use the terminal as high international pri-
ces cut imports.

Revenue for the October-December quar-
ter rose 25% from a year earlier to 15,776
crore. The capacity utilization at its Dahej
terminal, the country’slargest and busiest
gas import terminal, fell to 68% during the

quarter from 86% in the corresponding pe-
riod of last year, reflecting the sharp drop
inimports.

“Prices were hovering around $30-35 per
mmBtuintheinternational market. Affor-
dability (for Indian customers) was not
there. All cargoes were getting diverted to
Europe,” said A K Singh, the managing di-
rector of Petronet LNG.
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