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Stubble as fuel: India to
partner with Denmark
on bio power projects

YESHI SELI @ New Delhi

THE visit of the Crown Prince
of Denmark, Frederik Andre
Henrik Christian, to India is
likely to give a boost to setting
up a bio-based power project
that uses stubble as feedstock.
If this is cleared it would be a
boon for people living in the na-
tional capital territory as they
have to bear the brunt of inhal-
ing polluted air due to stubble
burning every year.

“Indian and Danish firms
have held discussions on this
project where stubble will be
used as feedstock. Denmark
will provide the technical
know-how for this project. As
per estimates, a power project
producing 15MW of power dai-
ly, will incentivise the farmers
to sell their stubble instead of
burning it. Technicalities are
being worked out with the stub-
ble of different crops including
rice,” say sources.

India and Denmark have a
green strategic partnership,
launched in 2020. Under five-
year plan (2021-26), four pacts
were signed in order to boost
cooperation in green technolo-
gies and managing natural re-
sources like groundwater.

D LS

Meanwhile, India and Den-
mark have also been in talks for
constructing a off-shore wind
energy plant in Tamil Nadu.
There is a possibility of having
a similar plant in Gujarat too.

The ongoing visit of Crown
Prince Frederik may give this
process a push. They are ac-
companied by representatives
of nearly 40 firms and over a
dozen deal with ways of reduc-
ing the wastage of water that is
a huge problem in India and 26
firms that deal with energy, in-
cluding offshore wind energy.

While in India, the Crown
Prince will meet PM Modi,
President DroupadiMurmu,
Chief Ministers Stalin of Tamil
Nadu and Yogi Adityanath of
Uttar Pradesh. Danish Foreign
Minister, Lars Rasmussen will
meet with EAM Dr S Jais-
hankar and NSA Ajit Doval.
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IOC plans green hydrogen
plants at all its refineries
L

New Delhi: India’s top oil firm
|OC will set up green hydrogen
plants at all its refineries as it
pivots a T2-lakh crore green
transition plan to achieve
net-zero emissions from its
operations by 2046, said
Chairman Shrikant Madhav
Vaidya. em
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Securing India’s energy tuture

Despite the impressive renewable thrust, domestic oil and gas sector will need massive investments going ahead

L
Anil Agarwal

spot. As the world’s fastest-growing

major economy, it is comfortable if
it can draw at least 50 per cent of its
energy needs from domestic sources
rather than imports. This is unlikely to
be achieved by expanding renewable
energy alone, though RE remains a key
part of its future strategy.

Accordingly, an emphasis on oil and
gas (O&G) is still necessary. The fallout
of the Russia-Ukraine war has
spotlighted this imperative.

Earlier this month, at the Indian
Energy Week - a prominent event of
India’s G20 Presidency - Prime Minister
Narendra Modi met the heads of global
and Indian energy companies to discuss
the possibilities. The government is
already doing its best in RE, achieving
targets ahead of schedule and leveraging
innovative means such as blending
ethanol with petrol. But oil and gas will
remain crucial as limitations exist in
how quickly green technologies can
achieve mass commercial viability.

I ndiais ina geo-economic sweet

India’s demand for oil, from a current
consumption level of 5 million barrels
per day (bpd), will rise to more than 7
million bpd by 2030 and almost 10
million bpd by 2040.

The share of oil and gas in India’s total
energy mix is likely to fall below 50 per
cent onlyin 2050,

IMPORT FACTOR

In such a scenario, the country cannot
afford to remain nearly 90 per cent
dependent on imports for
hydrocarbons, which is the current
situation. Indeed, domestic oil
production has fallen for 10 consecutive
years since 2012-13.

In 2021-22, India’s crude oil imports
touched $122 billion - 20 per cent of its
total imports. This year, this is likely to
touch $170 billion - almost 25 per cent
of overall imports. If India takes big
strides in domestic exploration and
production of O&G, it will have virtually
no external vulnerabilities.

Globally, investment in exploration
and production has been sluggish in
recent years. Investmentin 2022 is 20
per cent below the pre-pandemic level

OIL AND GAS. Pumping up domestic
investments em

and 30 per cent lower than its peak in
2015. Although investment in global
upstream O&G increased in 2022
compared to the pandemic years, the
real growth is diminished by cost
inflation, which rose almost 25 per cent
in the same period. Estimates suggest
that globally annual investments must
range at the level of $400 billion until
2045 for O&G supply to meet demand.
This presents a tremendous
opportunity for investors in India’s huge
but under-explored hydrocarbon
potential. Around 75 per cent of our

estimated 70 billion barrels of oil
equivalent in reserves is still
unexplored. India also has massive
potential to produce sulphur-free crude
O&G that is much better for the
environment.

Global oil companies possess huge
financial muscle of more than 83 trillion,
which they can deploy. In India, major
upstream and downstream companies
can join hands and pool their resources
for exploration.

Fortunately, the Centre offers long
lease life, self-certification and
moderate levies. The same policy regime
can be extended to the matured fields,
which can invest in technology and raise
production as has happened in other
geographies such as Canada.

Some experts believe India does not
have recoverable resources of O&G. The
lessons from Guyana are important.
Guyana that produced no O&G atall 8
years ago, now produces 200,000-plus
bpd and will produce more than 1.7
million bpd in a decade. India needs to
invest money and technology to fulfil its
true potential in hydrocarbons.

The writer is Chairman, \Vedanta
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‘Shell Plans to More than Treble Retail
Network to 1,200 Stations by 2030’

Avear after
the start of
the Russia-
Ukraine war,
India's fuel retailers are still shouldering
the impact of high oil prices. While
state-run retailers have been compen-
sated by the government for not raising
pump prices, private fuel retailers are
incurring under-recoveries. Nitin
Prasad, chairman of Shell Companiesin
India, tells Kalpana Pathak that despite
challenges, the company will continue
tooperate its fuel stations and expand
operations. Edited excerpts:

What is the under-recovery for
Shell'sretail operations right now?
There are structural disadvantages fora
company like Shell, whichisanin-
dependent private market player.
Pricinginall things is not justa function
of your cost, recoveries and margins,
but of what's the quality of the product
and services that you offer. Thereisa
structural advantage for the PSUs. It can
be logistics, infrastructure, accessibility
to pipelines, ability to swap molecules
and refining infrastructure. Those
things are not necessarily availabletoa
player likeus...pricingis purely a
functionof our discavery process. | can
tell you very clearly that it doesn’t
generate enough returns for usat this
pointin time, but we will continue to
operate our stations. Even last year we
didnot shut any of our stations.

Will Shell continue to expand retail
operations?

We have 350-plus retail outlets across
eight markets currently. We intend to
expand our fuel retailing network to

about 1,200 stations by 2029-30. We
would have actually finished expanding
by 2027 but due to Covid, we lost a
couple of years. These (outlets) will be
concentrated in the western regionand
the southern region where we find it to
be competitive, from a logistics and
infrastructure point of view. In fact, we
have already installed EV (electric
vehicle) chargers on our sites. We only
started the businessin Q4,and we are
ontrack todeliver 10,000 EV charging
points.

@ rurureBETS
Wehaveto
takea posi-
tion, not just
onreducing
ourown
emissionsand our own
assets, butby building

low-carbon businesses
NITIN PRASAD

Chairman, Shell Companiesin India

How do you marry your net-zero
goals to growing fossil fuel retailing?
We have to take a position, not juston
reducing our own emissions and our
own assets but by building low-carbon
businesses and growinga zero-carbon
portfolio of solutions that's available.
Weare building our fuel network and
alsoadding 10,000 EV charging stations
which will have 100% green energy

because we have arenewable energy
generation business. We have our
power trading business, we do REC
(renewable energy certificate) trading.
We will also offer biofuels. As hydrogen
mobility comesin, we will offer that, so
our role will be to continue to offer the
options to customers and they will
make their own choices.

What is Shell doingin the biogasand
bio-CNG business?

It's early days in the bio-fuel space (and
for us to) say which part of the space are
we going to play. Do we see ourselves
developing projects? Clearly. We have
done anumber (of them) in North
America, we've done many in Europe.
We see ourselves as being adeveloperin
India also. Butis that the only thing we're
goingtodo? Probably not, because we
seearole for ourselvesasbeinga
tremendous marketer or a trader of bio
and bio-components and bio-products
and therefore we see that'sagreat
business for usto be a part of.

You signed an MoU with ONGC for
CCUS. Any update?

Ithink it's early days for the carbon
capture, utilisation and sequestra-
tion (CCUS) business in the country,
and the intention with the ONGC
discussionis just to begin tounder-
stand what the subsurface quality is,
totalk about storage or enhanced oil
recovery, because it's not necessari-
Iy true that all subsurface reservoirs
canstore C02. We already havealot
of data and a lot of understanding.
Theintentionistoputthatintoa
reportand see what the way for-
wardis.
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I0C plans green hydrogen
plants at all refineries

INDIA'S TOP OIL firm 10C will set
up green hydrogen plants at all its
refineries as it pivots a ¥2-trillion
green transition plan to achieve
net-zero emissions from its opera-
tions by 2046, its chairman
Shrikant Madhav Vaidya said.
Indian Oil Corporation (10C) is
remodelling business with an
increased focusonpetrochemicalsto
hedge volatility in the fuel business,
while at the same time turning petrol
pumps into energy outlets that also

offer EV charging points andbattery
swapping options. The company
intendstoexpanditsrefining capac-
ity to 106.7 million tonne per
annumirom§ 1.2 million tonne.
Vaidya said the company will set
upa 7,000 tonne per annum green
hydrogen producing facility at its
Panipat oil refinery at a cost of
¥2,000 crore by 2025."Weare start-
ing with Panipat but eventually all
refineries will have green hydrogen
units,” he said. — PTI

FINANCIAL EXPRESS Mon, 27 Fehruary 2023
reapToLEan Nttps://epaper.financialexpr
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Exit from LPG
subsidy, completely

In June 2020, the Government stopped giving [LPG subsidies. It 1s time to do
away with the hidden subsidy on the cylinder for better fiscal management

n the Union Budget for 2023-24,

finance minister Nirmala

Sitharaman has shown an expen-

diture of Rs 9,170 crore on petro-

leum subsidy (this is primarily a
subsidy on LPG for household consump-
tion) during 2022-23 as per the revised
estimates (RE). She has kept the budget
estimate (BE) for 2023-24 at Rs 2,257.09
crore,

By definition, a subsidy on the pur-
chase of any given product is financial
assistance given by the state to a certain
class of persons who cannot afford to pay
the market-based or cost-plus price
from their limited income. Subsidy on
LPG is the excess of its cost of supply -
it is made up of the refinery-gate price
or RGP (taken as import parity price or
IPP and export parity price or EPP in the
ratio of 80:20), freight, marketing costs,
marketing margin, dealers’ commis-
sion, and taxes and duties — over the
price paid by the beneficiary.

In June 2020 the Government
stopped giving LPG subsidies. It is baf-
fling how it continues even now. A viable
subsidy scheme rests on two major
planks: (i) the beneficiaries are poors; (ii)
subsidies should not become entrenched
and be withdrawn when the beneficia-
ries stand on their own. In the past,
throwing these principles to the wind,
successive regimes gave subsidies to any-
one - irrespective of income - who had
an LPG connection. It meant that all and
sundry including the rich enjoyed it.

The poor who alone should have got
it sat at the bottom. According to the
Economic Survey (2015-16), only 0.07
percent of LPG subsidies in rural areas
went to a fifth of the poorest households.
In urban areas, the poorest fifth got only
8.2 percent. A lot of subsidies went to
fake beneficiaries or the diversion of
stocks (albeit subsidized) of LPG cylin-
ders to hotels, restaurants, and other
commercial users.

Before January 1, 2015, misuse/diver-
sion was inherent in the system of
delivering subsidies as the Union
Government asked the three major oil
marketing PSUs - Indian Oil
Corporation (IOCL), Bharat Petroleum
Corporation (BPCL), and Hindustan
Petroleum Corporation (HPCL) to sell
LPG to eligible beneficiaries at a low
price who in turn, would claim the
excess of the cost of delivering at the
retail point over the price as subsidy
from the former.

The governments of the day were
aware of the flaws but did little to get rid
of them. Initially, the subsidy on LPG
(besides petrol, diesel, and kerosene) was
cross-funded/subsidized by charging
more on the sale of other products such
as fuel oil, LSHS, naphtha, ATE etc
hence, no burden on the Centre’s bud-
get, the powers that be were unper-
turbed.

In 2002-03, the NDA government
under Vajpayee ended the above system
and decided to give subsidy LPG et al
directly from the budget. It wanted to
make these subsidies transparent with an
intent to eventually disband them. The
UPA government which took charge in
2004, even while continuing with the
subsidized sale of these products, did-
n't provide funds from the budget.

Instead, it took recourse to disingen-
uous methods such as the issue of oil

ACCORDING TO
THE ECONOMIC
SURVEY (2015-
16), ONLY 0.07
PERCENT OF
LPG SUBSIDIES
IN RURAL
AREAS WENT
TO A FIFTH OF
THE POOREST
HOUSEHOLDS

(The writer is a policy
analyst)

(i ore

bonds to PSUs, and the sale of
domestic crude by upstream
PSUs viz. ONGC, OIL, etc at a
discounted price to
IOCL/BPCL/HPCL to pay for
the subsidy. Meanwhile, some
action was seen in June 2010
when petrol was decontrolled
followed by the removal of con-
trol and withdrawal of subsidy on
diesel too in November 2014. The
same on kerosene ended a cou-
ple of years later.

As for LPG, despite the Kelkar
Committee recommendation in
2012-13 for the removal of 25
percent of subsidy and 75 percent
in the following two years, no
action happened till January 1,
2015, when the Modi
Government launched direct
benefit transfer (DBT) of LPG.
Under it, oil PSUs deliver the
cylinder to the beneficiaries at full
cost-based price and follow it up
by depositing subsidy in the ben-
eficiary’s account and claiming
reimbursement from the GOI.

This system addressed the
problem of fake beneficiaries and
the diversion of stocks. Even as
the Government has added about
90 million poor households by
providing them with the free
connection under the Pradhan
Mantri Ujjwala Yojana (PMUY),
no serious effort was made to
exclude the better-off who as of
June 2020, accounting for near-
ly 2/3rd of the total beneficiaries
about 300 million.

In June 2020, the Government
stopped depositing subsidies in the
account of beneficiaries without
issuing any order. That it didn't
intend it, this would be clear from

a provision of Rs 36,000 crore
made by the FM in the budget for
2020-21 (presented on February 1,
2020). The fact of the matter is: in
the wake of the Covid - 19 pan-
demic and worldwide destruc-
tion of demand, the international
price of crude oil and all petrole-
um products including LPG plum-
meted.

As of June 2020, the cost of
supplying LPG at the retail level
was coming to Rs 600 per cylin-
der. In this scenario and con-
sumers get access at a low price
of Rs 600 even on a cost-plus
basis (earlier, for achieving this
price, the Government was giv-
ing subsidy), subsidy support
wasn't even required. The crude
price started moving northward
from US$ 22 per barrel in May
2020 to US$ 72 per barrel in
August 2021; the international
price of LPG too increased in tan-
dem leading to a hike in its cost
at the retail level to Rs 900 per
cylinder. Concerned over the
price increase, the government
started giving subsidies but
restricted them only to PMUY
beneficiaries. During 2021-22, it
spent Rs 14,000 crore.

In retrospect, if the govern-
ment stopped paying subsidies
during 2020-21, it was due to the
fortuitous circumstance of the
steep decline in international
price (due to Covid) whereas its
restoration during 2021-22 was
due to waning Covid, the revival
of demand world-wide and resul-
tant increase in price. The change
vis-a-vis the period before 2020-
21 is that now subsidy is restrict-
ed to PMUY households. The

UTTAM GUPTA

exclusion of over 2/3rd out of a
total of 300 million is welcome.
But, the moot question is why
should LPG subsidy be continued
atall. Even under PMUY, the gov-
ernment intended to give free gas
connections, not subsidize the
purchase of cylinders.

From the budget perspective,
this is not sustainable. At the cur-
rent subsidy rate of Rs 200 per
cylinder (14.2-kg), the outgo for
12 fills in a year per beneficiary
comes to Rs 2400. For 90 million
PMUY beneficiaries, the require-
ment will be Rs 21,600 crore,
Even if we take 4 fills in a year
(being average for FY 2021-22),
this would be Rs 7200 crore.
Against this, the BE for 2023-24
is a mere Rs 2,257.09 crore.
There is another worrying aspect.

Currently, the cost of a cylin-
der is about Rs 900 (in Delhi),
beneficiary won't be satisfied
with a subsidy of Rs 200 as she
will still have to pay Rs 700 from
her pocket. This will build pres-
sure for increasing the subsidy
which will intensify given the
unfolding geo-political situation
and firming up of international
prices (Morgan Stanley projects
crude to go up to USS 110 per
barrel in the second half of
CY2023). The government
should exit from the LPG subsidy
completely. Tt should also avoid
giving ‘hidden’ subsidies as it did
by asking the three oil PSUs viz.
10C, BPCL, and HPCL are to sell
at price below cost and give them
a one-time grant of Rs 22,000
crore to compensate for the loss-
es incurred from June 2020 to
June 2022,
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Indian Oil Corp to set up green
hydrogen plants at all refineries

The public sector refiner is planning to invest over Rs 2 lakh cr in green
transition plan to achieve net-zero emissions from operations by 2046

OUR CORRESPONDENT

NEW DELHI: Indias top oil
firm IOC will set up green
hydrogen plants at all its refin-
eries as it pivots a Rs 2-lakh
crore green transition plan to
achieve net-zero emissions
from its operations by 2046,
its chairman Shrikant Madhav
Vaidya said.

Indian Oil Corporation
(I0C) is remodelling business
with an increased focus on pet-
rochemicals to hedge volatil-
ity in the fuel business, while
at the same time turning pet-
rol pumps into energy outlets
that offer EV charging points
and battery swapping options
besides conventional fuels as
it looks to make itself future-
ready, he said.

The company intends to
expand its refining capac-
ity to 106.7 million tonnes
per annum from 81.2 mil-
lion tonnes as it sees India’s
oil demand climbing from 5.1
million barrels per day to 7-7.2
million bpd by 2030 and 9 mil-
lion bpd by 2040.

“Oil will continue to be a
mainstay fuel for the next few
years but we are preparing for
transition which will involve a
combination of green hydro-
gen, biofuels, EVs and alternate

fuels,” he said.

Hydrogen — the cleanest
known fuel that discharges
only oxygen and water when
burnt — is being touted as the
fuel of the future, but its rela-
tively higher cost then alternate
fuel currently limit its usage in
industries. Refineries, which
turn crude oil into fuel such as
petrol and diesel, use hydrogen
to lower the sulfur content of
diesel fuel.

This hydrogen is currently
produced using fossil fuels such
as natural gas. IOC plans to
use electricity generated from
renewable sources such as solar
to split water to produce green
hydrogen.

Vaidya said the company
will set up a 7,000 tonnes per
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annum green hydrogen pro-
ducing facility at its Panipat oil
refinery at a cost of Rs 2,000
crore by 2025.

“We are starting with
Panipat but eventually all refin-
eries will have green hydrogen
units,” he said.

This is part of the compa-
ny’s target of achieving net-zero
emissions from operations by
2046.

“We plan to invest over Rs 2
lakh crore to achieve net-zero,”
he said.

These investments cover
setting up green hydrogen
facilities at refineries, improv-
ing efliciency, renewable
energy capacity addition and
alternate fuels.

Currently, I0C’s green-

house gas (GHG) emission,
emanating majorly from the
company’s refining opera-
tions, is 21.5 million tonnes
of carbon dioxide equivalent
(MMTCO2e) perannum. This
will rise to 40.44 MMTCO2e
by 2030 after considering the
expansions planned and taking
the emissions of its subsidiaries
into account.

The company plans to use
natural gas in refineries in place
ofliquid fuels as well as replace
grey hydrogen (produced from
fossil fuel) with green one that
is manufactured from renew-
able power.

10C is also looking at car-
bon offsetting through ecosys-
tem restoration and Carbon
Capture Utilisation and Storage
(CCUS), among others.

“We plan to achieve two-
thirds of emission reduction
through energy efficiency, elec-
trification and fuel replacement
efforts, while about a third of
the total emission would be
mitigated through options such
as CCUS, nature-based solu-
tions and purchase of carbon
credits,” he said.

Out of its current emissions,
96 per cent are on account
of processes like direct fuel
burning for deriving energy
from heat, steam, electricity

and cooling, which are part of
aperations. These constitute the
Scope-1 emissions. The bal-
ance 4 per cent is on account
of sourcing electricity from the
grid which constitutes Scope-2
emissions.

Vaidya said [OC had pre-
pared a roadmap to achieve net
zero Scope 1 and 2 emissions
that is, emissions produced
from its crude refining opera-
tions and energy consumption.

It plans for green hydrogen
to account for 50 per cent of its
overall hydrogen outputin 5-10
years and 100 per cent by 2040.

Vaidya also said IOC plans
to raise renewable energy
capacity to 12 gigawatts from
current 256 MW, and would
have electric vehicle charging
facilities at 10,000 fuel stations
in two years.

The petrochemical inten-
sity - the percentage of crude
oil converted into chemicals-
is low at 5-6 per cent currently.
“We intend to take it up to
10-12 per cent;” he said.

The firm’s newer refiner-
ies at Panipat in Haryana and
Paradip in Odisha have the pet-
rochemical intensity of 15-20
per cent, which would be raised
to 25 per cent, he said, adding
the all-India average being tar-
geted is 10-12 per cent.
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