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ower crude oil costs and higher
I marketing margins are expected to
raise the fortunes of oil marketing
companies (OMCs) in the first quarter (Q1)
of 2023-24 (FY24), while city gas distribu-
tion (CGD) companies could also benefit
from lower spot prices of liquefied natural
gas (LNG). However, in a break from the
past, growth trends are expected to diverge
for various segments within the broad
energy sector.

Analysts expect the earnings from gas
production to go down for upstream
national oil and gas companies such as Oil
and Natural Gas Corporation (ONGC) and
Qil India (OIL) due to the introduction of
the new domestic gas pricing regime on
April 1. After showing steep losses over the
first half of 2022-23 (FY23), the marketing
margins of OMCs have steadily recovered
in four months.

Analysts expect OMCs’ results to be
operationally better, owing to a major
recovery in marketing gains of blended
margins at¥8-9 per litre of fuel
sold in Q1FY24, up from I3 per
litre in the fourth quarter (Q4) il
of FY23. F

Analysts expect these
higher margins, notwithstand-
ing relatively lower gross refin-
ing margins (GRMs).

GRM is the amount refiners
earn from turning every barrel
of crude into refined fuel pro-
ducts. The benchmark
Singapore GRM averaged a
lower $4.1 per barrel in Q1FY24, down from
$8.2 per barrel in Q4FY23.

In 2022, with the supply of refined pro-
ducts reducing as a result of supply dis-
ruptions of Russian oil and lower exports
of petroleum products from China, GRMs
had risen quickly to a record high of $25.2
per barrel. As a result, Indian refiners have
seen their earnings go up.

But as Moscow raised supplies to the
international market late last year to
increasingly fund its war in Ukraine, GRMs
quickly dropped. However, Indian OMCs
have continued to secure oil at a discount
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OMCs to ride the low
crude gravy train in Q1

City gas firms will see profits rise due to capped domestic prices, say analysts

sales (% cr)
Reliance Industries 2,13,980
10C 1,90,575
BPCL 1,11,461
HPCL 1,03,174
ONGC 33,571
GAIL India 27,772
Petronet LNG 15,637

Source: Bloomberg; Compiled by BS Research Bureau
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from Russia.

“While refining profits will
be lower, recovery in marketing
margins will drive Q1 profit
after tax (PAT) for OMCs to
3242.7 billion, up from I211.2
billion in Q4,” stated
Prabhudhar Lilladher in a
report. Meanwhile, softer
domestic gas costs, sharply
lower spot LNG prices, and
lower-term LNG prices are set
to raise PAT of CGDs by up to 25 per cent.

TS

Gasproducers face heat

It added that national oil companies like
ONGC and OIL are expected to maintain
production volumes but will see lower gas
realisations, given that gas prices have
been capped at $6.5 per million British
thermal unit (mBtu).

As a result, the operating earnings of
these companies may reduce by 36 per
cent, and net earnings may drop 51 per
cent on an annual basis, ICICI Securities
pointed out in a recent note.

About 83.3 per cent of India’s natural
gas is produced by ONGC and OIL, while
theremainder 16.7 per cent is produced by
private companies and joint venture
entities. In early April, the government
amended the administered price mecha-
nism for the domestic pricing model of
natural gas in line with the recommenda-
tions of the Kirit Parikh Committee on gas
pricing. One key government decision was
to cap the rates for final consumers at $6.5
per mBtu. This is based on a new formula
of gas prices being pegged at 10 per cent
of the international price of the Indian
crude basket.

The companies will, however, benefit
from the Centre’s move to ensure the wind-
fall tax rate for crude is kept at a level that
ensures a steady range of $72-75 per barrel
net crude realisations for these companies.

With the drop in global prices, the
Centre on May 16 cut the windfall tax on
domestically produced crude to zero from
34,100 per tonne. It had kept unchanged
the windfall tax on petrol, diesel, and avi-
ation turbine fuel at zero.
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ONGC,IGGLpacton
natural gas fields

INDRADHANUSH GAS LIMITED
(IGGL) and Oil and Natural Gas
Corporation Limited (ONGC) have
signed three hook-up agreements
to connect the latter's natural gas
fields with the North East Gas Grid
(NEGG) for transportation of
natural gas.The natural gaswill be
transported from Jorhat, Silchar
and Tripura Assets of ONGC to the
consumers. PTI
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Indialooksto resume operations at stalled hydrocarbon block in Irag

Riurgj3aueh

rituraj baruah@vemint com
NEWDELHI

tatime when Iraq has
Aemergedasamajorsup—

plier of crude oil to
India, the Centre s looking at
resuming operations of state-
1un ONGC Videsh Ltd's(OVL)
hydrocaron explorationblock
inTrag, which has heen under
forcemajeure since 2003, said
twopeoplewith knowledge of
the development,

One of the persons said
Indian energycompanies may
lookatinvesting inoil and gas
assetsin the West Asian coun-

fry.

“Several aspects would be
considered for resumption of
operationsat thestalled project
andinvestments,includingthe
security situation. There are
some issues on which clarity
would be required,” said this
person.

‘Block 20’ earlier knownas
Block 8, is a large on-land
explorationblockinthe West-
emDesertof rag, spreadover
10,500 sq km. OVL had
acquired 100% stake in the
block by signing the explora-
tionanddevelopment contract
in November2000. However,
force majeure was declared in
2003 amid security concerns,

Force majeure is removes

OVLhad acquired 100% stake in ‘Block 20' by signinga

exploration and development contract in November 2000. e

liability forunforeseeable and
unavoidablecatastrophesthat
prevent participants from ful-
filingcontractual obligations.

Both the subjects of invest-

mentsand resumption ofopera-
tions at the stalled projects
were discussed during an
India-Iraq Joint Commission
Meeting (JCM)last month.

The JCM was held during
thevisitofHayan Abdul Ghani
Abdul Zahra Al Sawad, Traqs
deputy prime minister for
energyaffairsandofl minister.
A petroleum ministry state-
ment had said that during the
meeting, union minister for
petroleum and natural gas
Hardeep Singh Puri high-
lighted the natural and tradi-
tional synergies hetween the
two countries on account of
India’s position as a growing
energy demand centre of the
world.

He called for strengthening
relations hetween the two
sides, including in oil and gas,
capacity-buildingand diversifi

cationofthetradebasket. The
JCMwas held afteragapof10
years.

Healsounderfined theread-
iness of Indian companies to
exploreinvestmentopportuni-
tiesinlrag, the upgradationof
infrastructure facilities of the
oil and gas sector and their
amenability for sourcing
increased quantities of crude
oilfrom Iraq based on appro-
priate pricingregime.

Thelraqiministerexpressed
hisgovernment'sdesiretowel-
come Indian companies to
invest in Iraq, including in
rehabilitation projects.

On 12 June, Mint reported
thatIndiaisplanningtobuilda

liquefied natural gas (LNG) ter-
minalinlrag, Theterminalwil
liquify someportionofthegas
currently lared by Traq and
transport it to India, where it
willbe convertedback to LNG
foruse n city gas distribution
aswellaspower, ferilizer, and
steelsectors.

InfY23 Traqwasthesecond
largestexporterofcrudeoil to
Tndia, with total supplies of
5031 milliontonnesfor$33.37
illion. Itwas the topmostsup-
plierinvalueterms.

Queriessent fotheministry
petroleun and natural gas,
embassy of Iraq in Delhi and
ONGC Videsh Ltd remained
unanswered.
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IGGL, ONGC ink pact to
transport natural gas

-

Guwahati: Indradhanush Gas Ltd

(IGGL) and Oiland Natural Gas
Corporation Ltd (ONGC) have
signed hook-up agreements to
connect the latter’s natural gas fields
with the North East Gas Grid for
transportation of natural gas from
Jorhat, Silchar and Tripura Assets of
ONGC to the consumers, an official
release said. IGGL is laying a
1,656-km-long natural gas pipeline
connecting the capital cities and the
demand centres of all the eight
North-Eastern States. e
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GAIL conducts clean
environment drive

GAIL (India)
Ltd, the
leading
natural gas
company, has
been actively
participating
in the
nationwide
Swachhta
Pakhwada
initiative
being held from July 1 to 15, 2023. It is a
nationwide cleanliness awareness campaign
initiated by the Government of India to
promote cleanliness, hygiene, and
environmental responsibility. As a part of
the initiative, GAIL employees, students
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from GAIL Utkarsh Centres, and many
others have taken the 'swachhta’ pledge for
proper waste segregation and correct
disposal, including e-waste management.
Furthermore, GAIL has conducted health
and hygiene awareness camps through
mobile medical units, highlighting the
importance of menstrual hygiene among
girls and women in rural areas, across
various locations in Uttar Pradesh, Madhya
Pradesh and West Bengal. The campaign
aims to encourage individuals to embrace
small steps that collectively contribute to a
larger positive change in the society.
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EIB to offer €1billion loan
for Green Hydrogen Mission

DHRUVAKSH SAHA
New Delhi, 13 July

The European Investment
Bank (EIB) will offer support to
India’s Green Hydrogen
Mission by way of a €1 billion
loan in projects of the green
fuel ecosystem, which are in
nascent stages, the multilateral
agency said.

EIB Vice-President Kris
Peeters will be visiting India
this week for the G20
Infrastructure Investors
Dialogue.

“Vice-President Peeters will

confirm the EIB’s interest in
supporting the recently
approved National Green
Hydrogen Mission with a facil-
ity of up to €1 billion in support
of the nascent Indian green
hydrogen ecosystem and
renewable energy projects,”
said EIB in a statement.

“He will highlight the EIB's
interest in boosting India's
renewable energy ambitions
by backing renewable energy
generation, aswell as enabling
technologies and infrastruc-
ture for energy storage, power
transmission and distribu-

tion,” it added.

The aim of the visit is to
confirm the EIB’s commitment
to future investments under
the EU-India Connectivity
Partnership, in support of the
European Green Deal and the
EU Global Gateway strategy,
and in support of India’s own
ambitious agenda on climate,
renewable energy, connectivity
and sustainable finance, in
particular by supporting proj-
ectswith strong climate action
benefits, EIB said.

The EIB had joined India
Hydrogen Alliance in February.
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Exxon to acquire
Denbury in
$4.9-bn deal

EXXON MOBIL said on Thursday it
would buy Denbury in an all-stock
transaction valued at $4.9 billion,
giving the oil major access to the
largest carbon dioxide pipeline net-
workin the United States. REUTERS
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Oil prices hit near 3-month
high as US inflation softens

STEPHANIE KELLY
New York, July 13

OIL PRICES GAINED on Thurs-
day to their highest in nearly
three months after US inflation
dataimpliedinterestratesinthe
world’s biggest economy are
close to their peak.

Brent crude futures gained
by 94 centsto $81.05 perbarrel
by 1459 GMT.The session high
was $81.35 a barrel, highest
since April 26.

US West Texas Intermediate
crude futures rose 82 cents to
$76.57. The session high was
$76.90abarrel,itshighest since
April 28.

Data on Wednesday showed
US consumer prices rose mod-
estlyin Juneandregistered their
smallest annual increase in
morethantwoyearsasinflation
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continued to subside.

“We’ve had very low infla-
tion numbers today and that’s
beenaheadwind because of the
fearthe Federal Reserveis going
to raise interest rates,” Phil
Flynn, an analyst at Price
Futures Group.

Markets expect just one
more interest rate rise. Higher
rates cansloweconomicgrowth
and reduce oil demand.

Oil priceshaveralliedaround
129% in two weeks, primarily in
response to supply cuts from top
producers Saudi Arabia and
Russia, said Craig Erlam, senior
marketanalystat OANDA.

The futures contract struc-
ture of the global benchmark
Brent indicates the market is
tighteningand that OPEC could
be succeeding in its mission to
support the market.

The premium of a front-
month Brent contract to a six-
month February 2024 contract
<LCOc1-LCOc7>roseto $2.64a
barrel on Wednesday.At the end
of June, the front-month con-
tractwasatadiscount tothe six-
month contract. — REUTERS
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Exxon to buy Denbury for $4.9 bn
in carbon dioxide pipeline push

Exxon Mobil Corporation agreed to buy Denbury Inc. for $4.9 bil-
lion, itsbiggest acquisition in six years, ina deal that will provide
the oil giant the largest network of carbon dioxide pipelines in the
US. The all-stock transaction values Plano, Texas-based Denbury
at $89.45 ashare, the companiessaid on Thursday. BLOOMBERG
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Renewable sector
likely to add 45 GW

enewable energy sector is poised for a
R major expansion, with projections

suggesting an increase of around 45
gigawatts (GW) by the fiscal year 2025,
according to areport from CareEdge Ratings.
This boom in capacity is attributed to a
substantial project pipeline and an attractive
bidding roadmap luring developers into the
space. CareEdge anticipates annual additions
to the renewable energy capacity to oscillate
between 20 and 25 GW over the upcoming two
fiscal years, driven by a robust pipeline of over
55 GW assets in development. “We anticipate
annual renewable energy installations to hit
around 20 GW in fiscal year 2024, primarily
from solar, followed by over 25 GW in the
subsequent year, culminating in an overall
increase of 45 GW over the next two fiscal
years,” the report stated. A key catalyst in the
expected surge of solar capacity is the one-year
suspension of the approved list of module
manufacturers (ALMM). SAURAV ANAND
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‘India achieves 173GV renewable energy capacity’

PT1/ New Delhi
India has achieved 173GW of in-
stalled renewable energy

capacity while another 120GW is

er various stages of imple-
mentation, a top official said on
Thursday.

This assumes significance in
view of India's target of having
175 GW of renewable energy ca-
pacity by 2022, which included 100
GW from solar, 60 GW from wind,
10 GW from bio-power and 5 GW
from small hydro-power.

India's installed renewable ca-
pacity is 173.61GW which
includes 67.82GW of solar
43.19GW of wind energy, 46.85GW

of large hydro and 4.94GW of
small hydro (of up to 25MW each),
according to the latest official
data.

"India's efforts for accelerating
energy transition have been ro-
bust and decisive. Out of the total

installed renewable energy ca-
pacity of over 173GW currently,
India has the fourth largest high
capacity in the world with anoth-
er 120GW (of renewables) at vari-
ous stages of implementation,"
said New & Renewable Energy
Secretary Bhupinder Singh Bhal-
la while addressing the US India
Energy Summit on Thursday in
the capital.

He further stated that the re-
cent decision by the government
to invite bids for 50GW of renew-
able energy capacity annually for
the next five years, that is from
the current (fiscal) year till 2027-
28, is a resolution to transform
the energy sector at a massive

scale.

This aligns with India's com-
mitment to achieving 50 per cent
of its installed capacity from non-
fossil fuels, he pointed out.

The rapid push to develop ro-
bust offshore wind industry, the
nation's hydrogen mission, the
PM-KUSUM scheme (for the agri-
culture sector), rapid deployment
of solar parks, implementation of
PLI (production linked incentive
scheme), national bioenergy pro-
gramme and ongoing efforts to
scale up rooftop solar are evi-
dence of India's commitment to
accelerate the energy transition
and contribute to climate action,
he noted.
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Minister inaugurates 'Green
BHEL' initiative

Union Minister of Heavy Industries, Dr.
Mahendra Nath Pandey, inaugurated the
'‘Green BHEL' initiative during a visit to the
company's corporate office at New Delhi. Dr.
Nalin Shinghal, CMD, BHEL; directors on the
board of BHEL, and other senior officials

The

minister
appreciated BHEL's roadmap for becoming 'Net
Zero' by 2047, which is in line with Prime
Minister's vision of India achieving 'Net Zero'
by 2070. He also reviewed the various
diversification initiatives undertaken by the

welcomed the minister.

company for enhancing long-term
competitiveness which will aid in sustainable
growth of BHEL and assured MHI's full
support in all its endeavours.






