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Newlevyon
unblended

fuelmaylead
toprice hike

TWESH MISHRA &
ARUP ROYCHOUDHURY
New Delhi, 13 February

A proposal in the Union
Budget 2022-23 to raise excise
duty on dirtier, unblended
retail petrol and diesel has
met with some resistance
from the petroleum ministry.
However, finance ministry
officials say no such commu-
nication arguing against the
levy of extra duty on diesel
has been received from the oil
ministry. Until there are dis-
cussions between the two
departments, the proposal
will not be tweaked in the
Finance Bill.

The 2 per litre additional
excise duty proposed on
unblended fuels in the Finance
Bill will result in a uniform hike
of diesel prices across the
country from October 1.
According to oil ministry offi-
cials, the current biodiesel
blending levels with diesel are
nowhere near the targets pre-
scribed in the National Policy
on Biofuels —2018.

Highlighting the Centre's
focus, Union Finance
Minister Nirmala Sitharaman
in her Budget 2022-23 speech
said: “Blending of fuel is a pri-
ority of this government. To
encourage the efforts for
blending of fuel, unblended
fuel shall attract an additional
differential excise duty of ¥2
a litre from the first day of
October 2022."

In a memorandum
explaining the provisions in
the Finance Bill, 2022, the
Centre said, “In order to pro-
mote blending of motor spirit
(commonly known as petrol)
with ethanol/methanol and
blending of high-speed diesel
with biodiesel, an additional
basic excise duty of ¥2 per litre
on petrol and diesel, intended

and are already pushing
closer to $100 a barrel. This
results in more expensive
petroleum products, such as
petrol and diesel, for con-
sumers in the country.

Meanwhile, the petroleum
ministry is confident of
achieving the ethanol blend-
ing targets being set for petrol
in the country.

0il companies  are
expected to absorb the
additional 22 per litre levy on
unblended petrol in situ-
ations where they fail to
secure adequate ethanol
supplies and blend it.

“The present percentage
of blending of biodiesel in die-
sel is less than 0.1 per cent.
The National Policy on
Biofuels - 2018 prescribes an
indicative target of S per cent
blending of biodiesel into die-
sel by 2030,” Minister of
Petroleum and Natural Gas
Hardeep Puri told the Lok
Sabha in response to an
unstarred question on August
2,2021.

“The availability of biodie-
sel has been low in the past
few years due to increase in
price and non-availability of
feedstock for biodiesel. Some
biodiesel is also being mar-
keted by agencies other than
oil marketing companies
(OMCs). Further, to increase
the supply of biodiesel in the
country, OMCs are regularly
floating expressions of inter-
est to encourage the produc-
tion of biodiesel from used
cooking oil,” added Puri.

Two senior finance mini-
stry officials who were
involved in the drafting of the
Union Budget and the
Finance Bill, 2022, said no
such proposal had been
received from the petroleum
ministry yet to make relevant
changes to the Finance Bill

q

to be sold to retail cor

and its

without blending, would be
levied with effect from
October 1,2022."

“The present proposal will
push up diesel prices across
the country from October 1,”
a senior oil ministry official
told Business Standard, add-
ing, “It is being suggested to
remove provisions that are
proposing an additional levy
on unblended diesel because
the targets will not be met.”

Any hike in fuel prices
through levies is being dis-
couraged since crude oil
prices have firmed up in 2022

“We haven’t received any-
thing from them yet. Once the
oil ministry tells us, we will
examine it. If it is agreed
upon, the section will be
tweaked in the Finance Bill,”
one of the officials said.

The second official said if
there is a proposal to not
charge the additional duty on
diesel, a decision will be taken
based on not only the ground
situation with regard to low
biodiesel production in the
country, but also on the basis
of what the revenue foregone
by the Centre will be.
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Saudi Arabia
moves $80bn
Aramco stake
towealth fund

4% shares of the firm transferred

DEAL DETAILS

M |tisa private transfer
between the kingdom
and the PIF, and Aramco is
nota party to the transfer
and did notenterinto any
agreements or pay or
receive any proceeds from
the transfer

BLOOMBERG
13 February

Saudi Arabia transferred a
$80 billion stake in Aramco
to the kingdom’s sovereign
wealth fund, boosting its
assets ahead of plans to tap
debt markets for the first
time.

The transfer from the
government will “bolster the
fund’s strong financial posi-
tion and high credit ratings
in the medium term,” the
Public Investment Fund
said, adding that it “relies on
the value of its assets and the
returns on its assets under
management for its funding
strategy.”

The Aramco deal, which
essentially transfers an asset
from one pocket of the gov-
ernment to another, is the
latest move taken to bolster
the fund’s assets. The PIF,
which got its

M Transfer does not have
animpactonfirm's
operations, strategy

mThe government will still
be the largest shareholder
in Aramco, with more
than 94% stake

ments to shift the biggest
Arab economy away from a
reliance on oil sales.

The stake transfer “could
be an indicator that we
might expect a secondary
offering of Aramco,” said
Thamer AlSaeed, chief
investment officer of Saudi
Arabia-based Mad’a
Investment. The PIF last
year raised $3.2 billion sell-
ing part of its stake in Saudi
Telecom Co. through a sec-
ondary offering.

The surge in oil prices as
the global economy reopens
has helped lift Aramco’s
share price from a low of 27.8
riyals in March 2020 to 37.3
riyals, giving it a market cap-
italisation of almost $2 tril-
lion. Aramco trades at 19
times its estimated earnings
per share for the coming
year.

Aramco is the world’s big-
gest oil com-

first credit rat- The wealth fund pany and is
ings this month has outlined a helping

ahead of a
potential bond
sale, was pre-
viously handed
billions of dol-
lars from the
central bank’s
reserves and received free
land to develop projects.

The move also follows
people familiar with the
matter saying last week that
the government held talks
with advisers on a potential
second offering of Aramco
stock, which could bring in
more than its initial public
offering.

Aramco’s 2019 IPO-in
which it sold about 2 per
cent of its stock on the
Riyadh bourse -- raised
almost $30 billion. The
money was transferred to
the wealth fund and was
meant to support invest-

plan to grow its
assets under

management to
about $1.1 trillion
by 2025

finance de
factor ruler
Crown Prince
Mohammed
bin Salman’s
plan to trans-
form and
diversify the Saudi economy.
The wealth fund, also
chaired by the crown prince,
has outlined a plan to grow
its assets under manage-
ment to about $1.1 trillion by
2025, while investing $40
billion annually into the
local economy.

The fund is a key investor
in developing new industries
like entertainment and tour-
ism. Since 2015, the PIF has
grown assets under manage-
ment to $500 billion from
about $150 billion.

Its governor Yasir Al-
Rumayyan is also chairman
of Aramco.
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Saudi transfers $80 bn Aramco
shares to wealth fund > P11
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Saudi Arabia transfers $80 bn
Aramco shares to wealth fund

Transfer is part of plan to boost Public Investment Fund’s assets under management and help diversify economy

i
feedback@livemint.com
DUBAI

UMMEr 53

audi Arabia transferred
shares worth about $80 bil-
lioninoil giant Aramco toits
wealth fund as part of efforts
to diversify the kingdom'’s
hydrocarbon-dependent economy.

The transfer of a 4% stake in state-
owned Saudi Arabian Oil Co., known
as Aramco, will support the Public
Investment Fund’s plan to grow its
assets under management to over $1
trillion by 2025, from about $480 bil-
lion currently, the Saudi government
said Sunday.

The Saudi government, which will
remain the largest shareholder in
Aramcowithastake of more than 94%,
has sought to monetize the country’s
massive oil assets and use the proceeds
toinvestinindustriesoutside of oil as
part of Crown Prince Mohammed bin
Salman’s plan torestructure the econ-
omy by 2030.

To help meet that goal, Prince
Mohammed, the kingdom’s day-to-
day ruler, has tasked PIF to invest in
companies and industries untethered
to hydrocarbons. The government
had also transferred the $29.4-billion it
raised from Aramco’s initial public
offering in 2019 on the Saudi stock
exchange to the PIF to deploy.

Analysts say PIF could use the
Aramco stake as collateral to raise
more debt, or sell the shares in the
market in phases orin chunkstostra-
tegic investors. The wealth fund has
multiple options to monetize the
Aramco stake and, unlike the govern-
ment, can be more discreet with its
fundraising plans, they added.

Earlier thismonth, people familiar
with Aramco’sstrategy said the king-
dom has restarted plans to list more
shares of Aramco, the world’s most
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More than 94% of shares in Aramco will remain with the Saudi government.

valuable oil company, with an ambi-
tion to sell as much as a $50 billion
stake, which at current valuations
would be 2.5% of the company. The
listing of shares would be by far the
largestin the history of capital markets
and could prove difficult to pull off.

The stake-sale effort is still in the
planning stage, and could still be
delayed or changed, the people said.
Riyadh hasfloated
several different
plans over the
yearsaimed at rais-
ing funds via Aramco, some of which
have ultimately faltered orbeen aban-
doned. The share transfer to PIF will
helpbolster the fund's strong financial
position and its high credit rating in
the medium term, according to the
government.

Ratings agency Fitch in February

THE WALL STREET JOURNAL.

assigned PIF an “A” rating, while
Moody’s gave it an “Al” rating, as the
fund prepares to tap the international
debt markets.

The fund started raising bank debt
in 2018 with an $11 billion facility, fol-
lowed by a$10 billion loanin 2019 that
was repaid a year later. Its governor,
Yasiral-Rumayyan, said in September
2021 that PIF was working with Black-
Rock Inc. on an
environmental,
social and govern-
ance framework
and planned to issue its debut green
bondssoon.

Meanwhile, the wealth fund will
also start receiving dividends from
Aramco and can market itselfasabig-
ger fund while competing with others
forglobal assets.

The fund, which had assets under

BLOOMBERG

management of about $150 billion in
2015, hasused the cash it hasreceived
or raised since then to invest in busi-
nesses as diverse as electric-vehicle
manufacturerLucid MotorsInc., Citi-
group Inc., Facebook Inc.and the Pre-
mier League soccer club Newcastle
United. It invested billions in Soft-
Bank’s Vision Fund.

Ithasalso played amore active role
in the global markets after receiving
$40 billion from the kingdom’s
reserves in early 2020. It plans to
invest another $10 billion in listed
stocks this year, according to people
familiar with the fund’s plan.

Some PIF officials, however, have
privately questioned the fund"
egy, given its mixed record inves
internationally and its struggles to
attract significant foreign capital to
help finance domestic projects.

The wealth fund isseen by the gov-
ernment as the engine driving the
kingdom’s economic transformation,
with a five-year strategy to inject at
least $40 billion a vear into the local
economy. Butitisn'tclearifany ofthe
international companies that PIF has
invested inare lookingat the kingdom
for expansion. PIF doesn’t publicly
release its financial reports.

Foreign investment in Saudi Arabia
has remained stubbornly low and
some companiesarescalingback their
operations or delaying promised
expansion plans.

Foreign direct investment into
Saudi Arabia was $5.4-billionin 2020,
less than halfthelevel ofadecade ago
andwell below the $19 billion that the
country had targeted. It was on track
totop $6billionin 2021 based on data
through the third quarter. That
excludesthe $12.4 billion sale of astake
inaSaudi pipeline company to foreign
investors,

Some foreign investorsalso became
cautiouson their plansin the kingdom
aftermen working for Prince Moham-
med killed dissident journalist Jamal
Khashoggi in late 2018. Riyadh says
the crown prince wasn’t involved in
thekilling.

The Saudiinvestment ministry has
said interest in the country remains
high, pointing to a 250% annual
increase in new investor licenses in
2021. Aramco said the latest deal is a
private transfer between the kingdom
and the PIF, and Aramco isn’t a party
to the transfer and didn’t enter into
any agreements or pay orreceiveany
proceeds fromit.

The transfer doesn’t have an impact
on Aramco’s operations, strategy or
dividends-distribution policy, it
added.

(Stephen Kalin and Rory Jones con-
tributed to this article.)

©2022DOW JONES & COMPANY, INC
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Saudi Arabia gives Aramco’s 4% stock
worth $80 hillion to sovereign fund

DUBALI: Saudi Arabia said
Sunday it will transfer 4 per
cent of the stock in the state-
run oil giant Aramco to a sov-
ereign wealth fund, an infusion
valued at nearly $80 billion as
the kingdom tries to overhaul
its energy-dependent economy.

The announcement on the
state-run Saudi Press Agency
comes as the oil firm is valued
at just under $2 trillion and as
oil trades above $90 a barrel its
highest level since 2014.

Saudi Crown Prince
Mohammed bin Salman, the
assertive son of King Salman,
made the decision to trans-
fer the stock, the state media
report said. It will go to the
Public Investment Fund, the
kingdom’s sovereign wealth
fund, which has been Prince
Mohammed’s vehicle to invest
in everything from Uber to
British soccer team Newcastle
United. The fund also is part of
the prince’s Neom project along
the Red Sea coast.

His Highness added that the
transfer of these shares is part of
the kingdom’s long-term strat-
egy aimed at supporting the
restructuring of the national
economy, the report said. That
will include creating private-
sector jobs in the kingdom, it
added.

Saudi Arabia has reaped
the benefits of a spike in oil

It will go to the Public Investment Fund, the
kingdom’s sovereign wealth fund, which
has been Prince Mohammed bin Salman’s
investm vehicle to in everything from Uber
to British soccer team Newcastle United

prices after the Coronavirus
pandemic crashed prices at
one point into negative terri-
tory, but it also sees the grow-
ing worldwide concern over
climate change being fuelled
by burning fossil fuels. Prince
Mohammed’s plans hope to see
that oil wealth pay to create jobs
for the kingdom’s youth to pivot
away from oil over time.

The Public Investment Fund
also has invested in the electric
car manufacturer Lucid Motors
Inc of Newark, California.

The fund did not imme-
diately acknowledge what
its plans for the stock would
be and did not immediately
respond to a request for com-
ment. Ratings agency Moody’s
Investors Service last week said
the fund’s assets had grown to
$ 412 billion in 2020, up from
$ 152 billion in 2015.

The kingdom remains the
largest shareholder in the firm
with some 94 per cent of the
company. The Saudi Arabian
Oil Co. long has served as both

Highlights

» The Public Investment
Fund (PIF) also has
invested in the electric
car manufacturer Lucid
Motors Inc of Newark,
California

» Moody'’s last week said
the fund’s assets had
grown to $412 billion
in 2020, up from $152
billion in 2015

» The Saudi Arabian Oil
Co. (Aramco) long has
served as both the main
economic engine in the
kingdom & main source
of funds for its ruling Al
Saud royal family

the main economic engine in
the kingdom and the main
source of funds for its ruling
Al Saud royal family.

Saudi Arabia offered a
sliver of shares of the oil firm
on Riyadh’s Tadawul stock
market in 2019. That list-
ing made Aramco one of the
world’s most-valued com-
panies alongside Apple and
Microsoft. Aramco stock
closed slightly down Sunday
to 37.05 Saudi riyals, or 9.87,
a share. AGENCIES
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TaMo expects CNG,
EV salestogoup

ata Motorsis expecting CNG cars
contribution to grow up to 20% gradually

inits total sales over the next 3to 5 years as
it anticipates more entry-level petrol and diesel
customers to opt for such models, a top
company official has said.

The Mumbai-based auto major is also bullish
on the electric vehicle segment with sales
expected to account for about 20% of its overall
dispatches over the next few years. “I think CNG
isa segment which is going to grow in the
coming years. This will be a subset of, I would
say, the petrol, because thisis being more
triggered with the rising cost of petrol. It uses a
petrol engine...and therefore, it will mostly
cannibalise petrol and to a great extent, also
diesel, replacing diesel in the entry segment,”
Tata Motors president passenger vehicle and
electric vehicles Shailesh Chandra said.
Therefore, the company sees a strong future of
this, given that there is a deeper penetration and
expansion of the CNG outlets which is taking
place in the country, he added. PTI
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Coal supply crunch has led non-power sector to
catastrophic conditions’: Industry associations

NEW DELHI: Industry asso-
ciations have written to Prime
Minister Narendra Modi on
deteriorating coal supply to the
non-power sector, stating that
curtailment in fuel supply by
rail as well as road and road
cum rail (RcR) modes over the
last few weeks has pushed the
sector towards a “catastrophic”
situation.

Moreover, fertiliser being
part of the regulated sector is
also suffering immensely due to
supply crunch from the indig-
enous sources, they said in a
joint representation.

The associations include
the Aluminium Association of
India, Coal Consumers™ Asso-
ciation of India, Confedera-
tion of Indian Textile Industry,
Indian Captive Power Produc-
ers Association, Sponge Iron
Manufacturers Association,
and Fertiliser Association of
India.

“While regular supply of
coal rakes to the utilities have
helped the stock of dry fuel at
the country’s power plants to

rise, we beg to state that despite
several representations by vari-
ous industry players as well as
the associations, the coal sup-
ply scenario to the non-power
sector has deteriorated even

more.

Further curtailment in sup-
ply by rail as well as road and
road cum rail (RcR) modes
since the last few weeks has
caused the plight of NRS con-
sumers to descend towards
catastrophic conditions,” they
said.

The industries like alumi-
num, cement, steel, sponge-
iron, paper, fertiliser, chemical,
rayon and and their captive
power plants (CPPs) are mostly

dependent on domestic coal as
fuel as well as a direct feed in
the process of manufacturing.

This adverse supply sit-
uation that started around
August/September last year
became further arduous as
coal stock at many plants
plunged below critical level.
The demand-supply ratio had
shown signs of improvement
during November. However,
the supply to the NRS con-
sumers, including CPPs, has
plummeted once again despite
October-March being the high-
est production months for Coal
India Ltd.

“Industries plan for their
fuel requirement well in
advance. Therefore, any sud-
den changes in supply com-
mitment from the indigenous
sources create huge impact in
plant operations,” the associa-
tions explained.

Energy-intensive and con-
tinuous process plants along
with their captive power plants
are highly dependent on coal as
a primary source of fuel. There-

fore, interruption in the fuel
supply chain is forcing many
plants to run at a lower capac-
ity and adversely affecting their
cost of production. Higher cost
of production will ultimately
affect every section of the soci-
ety, they said.

“It is our humble submis-
sion that the standard policy
of the Ministry of Coal (CCEA
approved) may be strongly
implemented to ensure a jus-
tified ratio of coal allocation
between power sector and
industries so that the consum-
ers are not deprived of their
legitimate entitlement and
could continue their produc-
tion economically for delivery
of goods at affordable price to
the common people,” they said.

Coal India on Saturday said
it is currently supplying around
3.4 lakh tonnes of coal per day
to non-power sector which is
the company’s average supply
to this segment and stressed
that it has sufficient buffer
stock to increase supply to
the sector. PTI
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[ran raises
projected oil
exports In

draft Budget

TEHRAN: Iran raised fore-
casts for revenue from oil
exports by almost a third in
the draft budget for the next
Iranian year, the semi-official
Tasnim news agency reported.
Oil exports for the 12
months ending March 2023 are
now projected to reach approx-
imately 4.84 quadrillion rials,
according to figures reported
by Tasnim on Sunday. That’s
about $115 billion based on
the fixed government exchange
rate and $17.2 billion based on
the unregulated exchange rate.
The previous figure for pro-
jected oil exports in the draft
budget, which still needs to be
finalized and approved by par-
liament, was 3.81 quadrillion
rials, according to Tasnim.
Iran’s oil exports are heav-
ily sanctioned by the U.S.
Big-power talks are under-
way in Vienna to try to bro-
ker a revived nuclear deal that
would ease the penalties and
allow more Iranian crude onto
global markets in exchange for
limits on the Islamic Republic’s
atomic activities. AGENCIES
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NIDHI VERMA
NEW DELHI, FEB. 13

Reliance Industries Ltd
plans to produce blue
hydrogen at a "competitive
cost" of about $1.2-$1.5 per
kg as it repurposes its $4-
billion gasification assets,
the conglomerate said in a
presentation.

Owned by billionaire
Mukesh Ambani, Reliance
has in the past year
unveiled plans to reduce
its dependence on its
mainstay oil-to-chemicals
business and invested in
clean energy projects to
burnish its green creden-
tials.

Reliance will initially
use syngas, produced by
petcoke gasifies, to make
blue hydrogen for it
Jamnagar complex, until
green hydrogen's cost
comes down, it said in the
presentation.

Hydrogen produced from
natural gas and which
eliminates emissions by
capturing and storing the
emitted carbon is called
blue hydrogen. Green
hydrogen 1is extracted
from water using electrol-
ysis powered by renewable
energy.

"In the interim, till cost

AL plans to

Ld

Irn Syngas

nto blue hyc

of green hydrogen comes
down, RIL can be the first
mover to establish a
hydrogen ecosystem, with

minimal incremental
investment, in India," it
said.

Ambani, who wants to
move his group to net-zero
carbon emissions by 2035,
last month announced
plans to invest Rs 5.95 lakh
crore ($79 billion) to set up
green energy projects
including a 100 gigawatt
renewable energy power
plant.

The company operates
the world's biggest refin-
ing complex at Jamanagar.

"Subsequently, as hydro-
gen from syngas is
replaced by green hydro-
gen, the entire syngas will
be converted to chemi-
cals."

Ambani wants to pro-
duce green hydrogen at $1
per kg before the turn of
this decade.

—Reuters
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Tata Motors expects sales contribution of

CNG & EV to go up in next three-five years

Currently diesel car sales across its portfolio stand at around 15%, while
petrol and CNG sales account for roughly about 66% and 12%, respectively’

NEW DELHI: Tata Motors is
expecting CNG cars contribu-
tion to grow up to 20 per cent
gradually in its total sales over
the next 3 to 5 years as it antic-
ipates more entry-level petrol
and diesel customers to opt for
such models, a top company
official has said.

The Mumbai-based auto
major is also bullish on the
electric vehicle segment with
sales expected to account for
about 20 per cent of its over-
all dispatches over the next
few years.

“I think CNG is a seg-
ment which is going to grow
in the coming years. This will
be a subset of, I would say, the
petrol, because this is being
more triggered with the ris-
ing cost of petrol. It uses a
petrol engine...and therefore,
it will mostly cannibalise pet-
rol and to a great extent, also
diesel, replacing diesel in the
entry segment,” Tata Motors
President Passenger Vehicle
and Electric Vehicles Shailesh
Chandra said.

Therefore, the company

sees a strong future of this,
given that there is a deeper
penetration and expansion
of the CNG outlets which is
taking place in the country,
he added.

Shailesh Chandra noted
that currently diesel car sales
across its portfolio stand at
around 15 per cent, while pet-
rol and CNG sales account for
roughly about 66 per cent and
12 per cent, respectively.

Electric Vehicles (EVs)
account for the rest of the
dispatches.

“In the next three to five
years, petrol will possibly
come down to about 50 per
cent level, CNG will go up to
20 per cent..diesel would come
down further to about 10 per
centand I would say (for) EV...,
we have already declared our
target of going more towards
20 per cent;” Shailesh Chandra
stated.

Elaborating further, he
said the company is focusing
on hatchback and compact
sedan segments for expansion
of CNG model range. PTI
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BPCL scraps planned X11,130-cr
polyols plant at Kochi refinery

Increase in material,
equipment forces
rethink; propylene
plant on the cards

P MANOJ

Mumbai, February 13

In a strange and surprising
move, Bharat Petroleum Cor-
poration Ltd (BPCL) has
scrapped a 11,130 crore project
to build a specialty petrochem-
icals plant for producing poly-
ols at its Kochi refinery stating
that the project economics was
hit by higher revised cost es-
timates. “The Board at its meet-
ing held on January 31 has ap-
proved a proposal for
evaluating the option of put-
ting up a polypropylene unitat
Kochi Refinery and to discon-
tinue the polyols project,” the
company said.

0il industry officials are
baffled by the move as it comes
at a time when refiners are
pumping thousands of crores
to produce petrochemicals to
hedge against a drop in price/
demand of fuels. Besides, in-
tegration of refining and pet-
rochemicals can lead to better
profit margins.

The polyols project was ap-
proved by the firm’s board in
September 2018 and the found-
ation stone for the project was
laid by prime minister Naren-
dra Modi in January 2019. The
project had all approvals in-
cluding key environment
clearance.

BPCL carried out project
activities such as the award for
licensing of technology and re-
lated activities and picked US-
based engineering and con-

Polyols are used for a variety of
applications in the automobile,
textile and furniture industries

sultancy firm Fluor Corpora-
tion as a project management
consultant.

“During the development of
the project, cost estimates with
an accuracy level of +/- 10 per
cent were prepared based on
the frontend engineering
design of the facilities. How-
ever, the revised cost estimates
are much higher than the ori-
ginal estimate mainly on ac-
count of an increase in equip-
ment and material cost. As this
has adversely affected the pro-
ject economics, the Board has
approved the proposal to dis-
continue the polyols project,”
BPCL said.

Privatisation uncertainties
Sources briefed on the project,
however, said that the project
was scrapped due to uncertain-
ties surrounding the privatisa-
tion of the company.

The polyols plant was
planned to produce niche pet-
rochemicals that are extens-
ively imported into India to
manufacture  polyurethanes
used in footwear, foam and
other items. Six new process
units were to be built.

When commissioned this
year, the Kochi complex was ex-
pected to produce propylene
glycol, ethylene glycol and vari-

ous grades of polyols based on
250 kilotonnes per annum of
polymer grade propylene
sourced from the refinery.

BPCL commenced produc-
tion at the Propylene Derivat-
ives Petrochemical Project
(PDPP) at Kochi last year with
another 250 kilotonnes per an-
num of propylene.

“With the scrapping of the
polyols plant, BPCL has to util-
ise the 250 kilotonnes of pro-
pylene made by the refinery
meant for the polyols plant.
For that purpose, the Board has
cleared a proposal to weigh the
option of putting up a polypro-
pylene unit,” a source said.

Amajor setback

The scrapping of the polyols
plant is a setback to India’s bid
to cut polyol imports. India’s
polyols demand last year was
estimated at 4 lakh tonnes of
which only 15,000 tonnes are
produced locally.

Polyols are used for a variety
of applications in the auto-
mobile, textile and furniture
industries. They are also widely
used in construction as insula-
tion and sealants. The polyols
plant was also designed to
shore up the profitability of Ko-
chi refinery whose margins
have been declining due to de-
preciation  from  recently
opened projects built with
huge capex, the source said.

The discontinuation of the
polyols plant will also hurt the
petrochemical park planned
by the Kerala Government in
Kochi where small industries
would manufacture products
utilising niche/speciality pet-
rochemicals sourced from the
polyol plantand PDPP.
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SHORT TAKE

Global oil stockpiles
lower than estimated

JULIAN LEE

emember all that missing oil I

wrote about last month? The
discrepancy between where stock-
piles ought to be (based on im-
plied supply and demand bal-
ances) and the volumes that had
actually been reported or
measured?

Well, those barrels are missing
no more. As I feared, it turns out
they've already been used up —in
the refineries and petrochemicals
plants of China and Saudi Arabia.
That means oil balances are a lot
tighter than the International En-
ergy Agency previously thought.

The group published its latest
monthly report on Friday, revis-
ingits historical oil demand num-
bers all the way back to 2007. Yes,
that's right, for the past 15 years
the world has been using more oil
than the primary monitoring
agency that advises consumer
governments thought.

The changes aren’t small. At 2.9
billion barrels, the additional de-
mand they've just found is equi-
valent to five times the US Stra-
tegic Petroleum Reserve, or an
entire year’s worth of consump-
tion in France, Germany, Italy,
Spain, the UK and Mexico.

Not surprisingly, the revisions
were made to oil products and in
sectors that are among the least
transparent in the oil balance —
the petrochemicals industries in
Saudi Arabia and China.

That doesn’t make them unim-
portant. Petrochemicals is the
fastest-growing sector in me-
dium-term oil demand forecasts
and it is an area that has seen
rapid expansion during the
Covid-19 pandemic due to a surge
indemand for personal protective
equipment and for packaging
that has accompanied the boom
in online shopping.

The impact on estimates of
global oil stockpiles during the
pandemic is stark.The 660 million
barrels of surplus stockpiles that
the IEA saw a month ago have
evaporated. The demand revi-
sions mean that the agency now
estimates that global oil stock-
piles fell below their end-2019
level by the start of 2022.

And that may not be the end of
it. Stockpile data for the OECD
countries suggest that there may
be more demand revisions to
come from the IEA. BLoomsERG
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US exporting every
molecule of LNG possible

SERGIO CHAPA
FEB. 13

Tankers are docked or
loading at all seven US
liquefied natural gas
export terminals for the
first time, marking a
small piece of industry
history and setting up
record flows to the plants
amid high prices and ten-
sions in Europe.

The Greek-flagged
tanker Yiannis is docked
at Venture Global LNG's
Calcasieu Pass plant in
Louisiana, which
remains under construc-
tion but has been given
permission by the
Federal Energy
Regulatory Commission
to send out cargoes dur-
ing the export terminal's
startup process. The

afternoon

Saturday
arrival of LNG ships
Manhattan at Kinder

Morgan's Elba Island
LNG plant in Georgia,
marked loadings at the
other six US LNG export
terminals.

Although the tankers
will only remain docked
at the same time for less
than a day, demand from
their loadings helped set
a record 13.3 billion cubic
feet of natural gas flows
to US LNG export termi-
nals on Saturday. Once

Calcasieu Pass LNG is in
full service, the seven US
LNG export terminals
will be able to draw as
much as 13.9 billion cubic
feet of natural gas per
day, solidifying America's
lead over Qatar and
Australia as the world's
top supplier of the super-
chilled power plant fuel,
figures from US Energy
Information Administra-
tion show.

Out of the roughly five
dozen US LNG cargoes on
the water, more than two-
thirds are headed to
Europe where low winter
inventories and tensions
between Russia and
Ukraine have sent natu-
ral gas prices on the con-
tinent soaring to more six
times the US benchmark
Henry Hub. —Bloomberg
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