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# Auto fuel marketing margins
to slip below ¥1/L; Add on IOC

ICICI SECURITIES

IN NOVEMBER 2020, petroleum product
consumption was down 3.7% YoY. Diesel
consumption too fell 6.9% YoY during
the same month and 5% YoY in 1-15
December '20, but petrol was up 5.1%
YoY in November and 9.5% YoY in 1-15
December. Refinery utilisation surged to
101% in Nov'20 vs 87% in Oct'20 with
MoM output rise being 2.5mmt while
consumption was flat MoM. This meant
rise in product inventory. Diesel
inventory was up by 0.2mmt MoM as
production surplus exceeded exports.
The oil price surge from end-Oct'20
lows has hit both GRMs and auto fuel
net marketing margins (may fall to
below ¥1/linJan'21). However, it
would lead to large inventory gains,
which would mean strong earnings
growth for IOC even in Q3FY21E. We
reiterate 'add' on IOC given its cheap
valuation and high dividend. Auto fuel
net marketing margins to slip below
Z1/linJan'21 as international price rise

not fully passed on: Auto fuel net
marketing margin is at 24.03 /1 in FY21-
TD, ¥3.12/1in Q3FY21-TD and 21.89/I
on 29-Dec'20. However, the rise in
international auto fuel prices not being
fully passed on to consumers is likely to
lead to net margin declining to 0.8/
(based on prices in 16-29 Dec) on 1-
Jan'21 and 20.65/I (at latest prices) on
16-Jan'21. Retail price hikes of 22/| are
required for net margins to remain
above 22/I. Rise in international oil and
product prices will also lead to
inventory gains in Q3FY21E. We
estimate product inventory gain at
¥14.6bn and crude inventory gain at
$0.8/bbl for IOC in Q3FY21E.

We estimate IOC's Q3FY21-TD GRM
at $1.1/bbl including crude inventory
gain of $0.8 bbl. Consumption and
exports not keeping pace with surge
in production meant rise in inventory.
Refinery utilisation at 101% in Nov'20 is
the highest in FY21-TD, which meant
production was up 2.5mmt MoM.
However, consumption was flat MoM.
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Centre extends 4,573-cr
aid for ethanol production

To bear interest
subvention for five
years to help firms
set up distilleries

OUR BUREAU

New Delhi, December30

In a move that may help the coun-
try solve many problems, the Cab-
inet Committee on Economic Af-
fairs (CCEA) on Wednesday
decided to extend additional fin-
ancial assistance of ¥4,573 crore
for setting up distilleries to pro-
duce more ethanol in the country.

As per the decision, the govern-
mentwould bear interest subven-
tion for five years including one
year moratorium against the loan
availed by firms for setting up the
distilleries — based on sugarcane
or foodgrains — from banks at a
rate of 6 per cent perannum or 50
per cent of the rate of interest
charged by banks whichever is
lower, said Dharmendra Pradhan,
Minister for Petroleum and Nat-
ural Gas on Wednesday.

Interest subvention would be
available to only those distilleries
which will supply at least 75 per
cent of ethanol produced from
the added distillation capacity to
oil marketing companies. This is
in addition to an interest subven-
tion scheme announced by the
government for ethanol produc-
tion, he added.

The measure will help India
produce as much as 1,400 crore
litre of ethanol. While 1,000 crore
litre of ethanol will be used for
blending with petrol and thus re-

5 , ol
Dharmendra Pradhan,
Minister of Oil

duce forex outflow for buying oil
and enhance incomes of farmers,
the remaining 400 crore litre will
be used as chemical industry
feedstock, he said.

Raising capacity

According to the government, a
total of 1,750 crore litre of ethanol
can be produced with an invest-
ment of 40,000 crore and some
investment has already
happened, said Pradhan.

The move is expected to reduce
the excess production of sugar
and thus ease pressure on sugar
price in the country. Sugar in-
dustry annually produces nearly
60 lakh tonnes excess sugar,
which remains unsold - blocking
funds of sugar mills to the tune of
19,000 crore, affecting their abil-
ity to pay farmers.

The interest subvention
scheme will be available for set-
ting up stand-alone grain-based
distilleries using dry milling pro-
cess or capacity expansion,
molasses-based distilleries which
adopt zero liquid discharge tech-
nologies, and putting up dual
feed (sugarcane as well as grains)
distilleries, a statement said.
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Ethanol Output Boost: ¥4,573-Cr Scheme Cleared

CCEA, headed by PM Modi, approves modified scheme for extending interest subvention to augment ethanol production capacity

Our Bureau

New Delhl: The cabinet has appro-
ved Interest subvention of €4,573
crore to ralse ethanol production
using cereals such as rice, wheat,
barley, corn, sorghum, sugarcane
andothers to Increase blending with
petrol, which will raise farm income
and reduce costly oll Imports.

“This will expedite achleving our
blending targets of 20% ethanol
‘with petrol by 2080 and would impro-
ve the environment and the eco-sy-
stem and result in sa-

THE DEAL J .
me Plan Govtto bear Interest 426 cr |lh‘(‘$
GOVT PLANNING subvention for 5 Molasses-based ethanol

‘ears, Inauding 1+ production ¢
to more than double :’nora(u‘nm a’:zln;r ey
blending of ethanol NPT T T

in petrol to 20% by
2030

FOR THAT DOMESTIC
production capacity
has to be augmented

project proponents
from banks, at 6%
per annum or

50% of the rate
charged by banks,
whichever Is lower

Ethanol capacity
target In 2030, which

40,000

1,750 crlitres

requires Investment of

J/

vings on oll import

bills, Itwill 4 RINE' “The scheme would be

timely payment of du- a1l avallable to only those Pradhan sald that the existing et

estofarmers,” sald pet. .] e ’ distilleries which will hanol production capacity In the co-

roleum minister Dhar- Ll SUDDly at least 75% of et-  untry 18684 crore litres.

mendra Pradhan. hanol produced from the  “We have procured 173 crore litres  has approved use of cumn.lamr etha-

He sald that the government would ity to oll com. 20, 1000  nol production,” he sat

bear Interest subvention forfive years  panles,” hesaid. of ethanol

including one-year moratorium aga- The government had earmarked Rs gt 20% blending target by 2000. For  ady gotassuranceof supply of 324cro-

Inst the loan avatled by project propo- 8,460 crore under nterest subvention  that we need relitresof 2020 21 and it ex-
capacity and avallabllity ‘of raw ma- pects to achleve 9% blending of etha

nents from banks at therateof 6% per
annum or 50% of the rate of Interest
charged by banks whichever is lower.

for ethanol production, outof which It
has already approved subvention of Rs
4,6887croretodistilieries,

terial. It cannot be achleved through
sugarcane only. So, the government

nol with petrol. “We expect an invest.
ment of Rs 40,000 crore in ethanol

production In next 10 years. Out of

Which some Investment has already

been done. This will result in produc-

tlonof 1,750 crore litres ethanol, a ma-

)(»rhy of which will be purchased by
ofl companies,” Pradhan sald.

Apart from 1,000 crore litres which
1s required for ethanol blending,
around 400 crore litres will be requl-
red by chemical and other sectors.
Outof total requirement of 1400 cro-
relitres, 700crorelitresislikely tobe

supplied by sugar industry and
another 700 crore litres by grain ba-
sed distilleries.

“To produce 700 crore litres of etha.
nol by sugar industry, about 6 million
tonnes of surplus sugar would be i
verted to ethanol while17.5 million fo-
od grains would be required for pro-
ducing another 700 crore litres. This
will ultimately benefit farmers of the
country as they will get better realisa
tionof crops,” theofficial said.
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Pradhan inaugurates IOC’s remote monitoring,
operation centre for refineries in Hyderabad

VRISHIKUMAR

Hyderabad, December 30
Dharmendra Pradhan, Union
Minister for Petroleum, Natural
Gas and Steel inaugurated Indi-
anOil's Remote Monitoring &
Operation Centre for tracking re-
finery gas Turbines based in
Hyderabad.

After the launch, the Minister
said this is an important day for
the nation as the vision of the
Prime Minister for Atmanirbhar
Bharat and Digital India has
been combined in the develop-
ment of proactive monitoring
and maintenance of refinery gas
turbines remotely.

He said this is an indigenous
technology and IndianOil is
winding up the 2020 with this di-
gital intervention.

This is the first time ever, such
a multi-unit monitoring system

in the country is being imple-
mented by an Oil PSU. Originally,
this remote monitoring system
was envisaged to be operated out
of GE’s Atlanta Analytical Centre
in the United Sates. But owing to
Data Residency Clause and Na-
tional Cyber Security Guidelines,
the Centre would now be oper-
ated out of Hyderabad.

“To implement this project
well on schedule, a core group of
IndianOil experts worked closely
with BHEL-GE Gas Turbine. Indi-
anOil has been taking several di-
gital initiatives to enhance en-
ergy efficiency, reliability and
performance while ensuring
contribution to environmental
sustainability,” said SM Vaidya,
Chairman, IndianOil.

Gas Turbine Operational Data
flowing in digitally from 27 gas
turbines of the eight IndianOil

refineries across the country
would be analysed round the
clock.

With the implementation of
this system, IndianOil refineries
would achieve much higher
standards of excellence and sus-
tain IndianOil's technology

~leadership.
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Reliance-BP invites bids for
7.5 mmscmd gas from KG-D6

PRESS TRUST OF INDIA
New Delhi, December 30

RELIANCE INDUSTRIES AND its partner
UK’s BP on Wednesday invited companies
to bid for incremental gas it plans to pro-
duce from the second-wave discoveries in
the KG-D6 block, pricing them for the very
first time against an international gas
benchmark.

While Reliance-BP had in November
2019 sold the first 5 million standard cubic
meters per day (mmscmd) of gas from the
R-Series field in the KG-D6 block, the duo
has now invited bids for 7.5 mmscmd of
incremental output thatislikely tobeavail-
able from Februarynextyear,accordingtoa
notice inviting offer.

They have priced the first 5 mmscmd of
gasagainst Brent crude oilbut nowtheyare
seeking rates equivalent to JKM or
Japan/Korea Liquefied Natural Gas Import
Price.Bidders have been asked to“quote the
variable denoted as ‘V’in USD per million
British thermal unit (mmBtu) terms.”

“The gas price (in USD/mmBtu (GCV))
shall be = JKM + V,’the notice said.

GCV stands for gross calorificvalue.

‘V’ can be a positive, zero or negative
numberand up to twodecimal placesbut it
cannot be less than (-)0.30 USD/mmBtu, it
said.This means users will have to quote —
0.30 or higher value of ‘V’.JKM averaged
$6.20 per mmBtu in November and at the
base or cut off price, KG-D6 gas would cost
$5.9 permmBtu.Thisis higherthan $4.2 to
4.4 per mmBtu rate at which the first 5
mmscmd are sold at Brent crude oil bench-
mark. Brent crude oil is presently in the
range of $50to 51 perbarrel.

Pricing of gas at JKM will be the first
time that domestically produced gas is
beingsold atrateslinked toaninternational
gasbenchmark,industrysources said.Also,
this will be the first discovery of gas price
since the October 2020 decision of the gov-
ernment setting out uniform e-bidding
norms for finding the market price.

That Cabinet decision also allowed the
sale of gas to ‘affiliates’ and so while
Reliance-BP affiliate companies couldn't
participatein the November 2019 pricedis-
covery, they can do so in the current one
when e-bidding happens on January 22.
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Reliance-BP invites bids for
incremental gas from KG-D6

PRESS TRUST OF INDIA

New Delhi, December 30

Reliance Industries and its
partner UK’s BP Plc on Wed-
nesday invited companies
to bid for incremental gas it
plans to produce from the
second-wave discoveries in
the KG-D6 block, pricing
them for the very first time
against an international gas
benchmark.

While Reliance-BP had in
November 2019 sold the
first 5 million standard cu-
bic metres per day of gas
from the R-Series field in the
KG-D6 block, the duo has
now invited bids for 7.5
mmscmd of incremental
output that is likely to be
available from February
next year, according to a no-
tice inviting offer.

They have priced the first
5 mmscmd of gas against
Brent crude oil but now
they are seeking rates equi-
valent to JKM or Japan/Korea
Liquefied Natural Gas Im-
port Price.

Pricing of gas at JKM will
be the first time that do-
mestically produced gas is

being sold at rates linked to
an international gas bench-
mark, industry sources said.

Also, this will be the first
discovery of gas price since
the October 2020 decision
of the government setting
out uniform e-bidding
norms for finding the mar-
ket price.

That Cabinet decision also
allowed the sale of gas to
“affiliates” and so while Reli-
ance-BP affiliate companies
couldn’t participate in the
November 2019 price discov-
ery, they can do so in the
current one when e-bidding
happens on January 22.

The government has
given operators the free-
dom to discover market
prices but this rate is sub-
ject to a pricing ceiling or
cap that the government no-
tifies every six months. The
cap for six months to March
31, 2021, is $4.06 per mmBtu.

And accordingly, Reliance-
BP would get only that
amount for the first 5
mmscmd of gas that they
started to produce earlier
this month.
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Reliance-BP invites bids for
surplus output from KG-D6

PRESS TRUST OF INDIA
New Delhi, 30 December

Reliance Industries and its
partner BP on Wednesday
invited bids for the incremen-
tal gas that they plan to pro-
duce from the second-wave
discoveries in the KG-D6
block, pricing them for the
very first time against an inter-
national gas benchmark.

While Reliance-BP had sold
the first 5 million standard
cubic meters per day of gas
from the R-Series field in the
KG-D6 block in November
2019, the duo has now invited
bids for 7.5 mmscmd of incre-
mental output likely to be
available from February next
year, according to a notice
inviting offers.

They have priced the first 5
mmscmd against Brent crude
oil, but are now seeking rates
equivalent to JKM or
Japan/Korea Liquefied
Natural Gas Import Price.

Bidders have been asked to
“quote the variable denoted as
‘V’in dollar per million British
thermal unit (MMBtu) terms”.

“The gas price (in
USD/MMBtu [GCV]) shall be =
JKM +V,” the notice said.

GCV stands for gross calo-
rific value. “V’ can be a positive,
zero or negative number and
up to two decimal places but
it cannot be less than -0.30

USD/MMBtu, it said. This
means users will have to quote
-0.30 or higher value of “V'.

JKM averaged $6.20 per
MMBtu in November and at
the base or cut off price, KG-
D6 gas would cost $5.9 per
mmBtu. This is higher than
$4.2 to 4.4 per MMBtu rate at
which the first 5 mmscmd are
sold at Brent crude oil bench-
mark.

Pricing of gas at JKM will
be the first time that domesti-
cally produced gas is being
sold at rates linked to an inter-
national gas benchmark, said
industry sources.

Further, this will be the first
discovery of gas price since the
October 2020 decision of the
government setting out uni-
form e-bidding norms for find-
ing the market price.

That Cabinet decision also
allowed the sale of gas to ‘affil-
iates’, and so while Reliance-
BP  affiliate companies
couldn’t participate in the
November 2019 price discov-
ery, they can do so in the cur-
rent one when e-bidding
happens on January 22.

The government has given
operators the freedom to dis-
cover market prices but this
rate is subject to a pricing ceil-
ingor cap that the government
notifies every six months. The
cap for six months to March 31,
2021, is $4.06 per mmBtu.
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RIL-BP to offer
online fuel delivery
services next year

Kalpana Pathak
kalpana.p@livemint.com
MUMBAI

eliance BP Mobility Ltd,
R a joint venture between

Reliance Industries Ltd
(RIL) and UK’s energy major BP
Plc, is planning to offer door-
stepdelivery service of diesel in
2021, said two officialsaware of
the development.

Reliance BP Mobility, which
was formed in July, will operate
under the Jio-BP brand. “RIL
plansto enter on-demand fuel
deliveryinabigway. It has pro-
cured around 100 mobile deliv-
ery trucks. The company will
begin operations next year,”
said one of the two officials.

RIL will begin pilots in Ben-
galuru, Noida, Kolkata and Guj-
arat, he added.

RIL did not respond to an
emailed query till press time.

The second official said
RIL-BP also plans to expand
retail outlets from 1,400 to

RIL-BP also plans to expand
retail outlets from 1,400 to
5,500, an official said. MINT

is currently exploring the
potential of venturing into
mobile fuel retailing. The dis-
cussionsare atanascent stage,
and we are evaluating options
to define amodel that will pro-
vide mobile fuel retail solutions
in a safe, convenient and has-
sle-free manner to customers,”
said a Nayara Energy spokes-

5,500. “Once the person in an
government RILhasprocured emailedresponse,
allows mobile fuel around 100 adding that the

retailing of petrol mobile delivery firm recognizes
and CNG, RIL-BP trucks for the merit in harness-

will venturg into operations, said ing vlhlS oppoitu-

that too,” he aheffical aware nity considering

added. Kcial dwal! increasing digital
of the matter

In July, state- adoption of cus-

tomers, and

runoil marketing
companies,
including Indian Oil Corp. Ltd,
Bharat Petroleum Corp. Ltd
and Hindustan Petroleum
Corp. Ltd, invited expressions
of interest (Eols) from startups
wishing to deliver fuel on
demand. So far, over 500 Eols
have beenreceived.

RIL-BP, however, plansto go
solo and has not partnered with
any startups.

Rosneft-backed Nayara
Energyisalso planning to enter
thissegment. “Nayara Energy

evolving buying
behaviour.

Startups, including Repos
Energy, Pepfuels, MyPetrol-
Pump, FuelBuddy, and Hum-
safar, have already rolled out
on-demand fuel delivery servi-
ces. “India will be the largest
consumer of energy in the next
decade, and we have observed
that the distribution channel of
energy becomes a problem.
Our startup helps in bridging
that gap,” said Chetan Walunj,
co-founder, Repos Energy.
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Softloans will
beextendedto
all distilleries

Will cost the exchequer ¥4,573 crore

SANJEEB MUKHERJEE
New Delhi, 30 December

To meet the ambitious target
of 20 per cent ethanol blend-
ing with petrol by 2030, the
Union Cabinet on Wednesday
extended thesoft loan scheme
for capacity expansion to dis-
tilleries that use crops other
than sugarcane as feedstock.

This includes distilleries
that use rice, maize, sorghum,
wheat, barley, corn and sugar
beet. So far, the soft loan
scheme was available for inte-
grated and standalone distill-
eries that produced ethanol
only from sugarcane.

“The costto exchequer will
be around 4,573 crore,”
Petroleum Minister
Dharmendra Pradhan said.

Under the scheme, the
Centre gives a subvention of 6
per cent if the rate of interest
is 12 per cent or more. If the
interest rate is less than 12 per
cent, it gives a subvention of
up to 50 per cent of that
amount. The scheme will be
available even for those sugar
mills that want to produce eth-
anol from both sugarcane and
non-sugarcane sources.

In the scheme so far,
around 120 sugar mills have
applied for loans for capacity
expansionand a good number
has already received the funds.
The government has fixed a
target of 10 per cent blending
of fuel-grade ethanol with
petrol by 2022, 15 per cent
blending by 2026 and 20 per
cent by 2030. According to
some estimate, India needs
around 11 billion litres of eth-
anol to achieve its target.

Of this, sugarcane will be
able to contribute around 6 bil-
lion litres as there is limit to

OTHER DECISIONS

m Govtapproves
%3,000-crore projectfor
Paradip port

m (abinetnod to
openingIndian
missions in Estonia,
Paraguay, Dominican
Republic

= Approves MoU
between India

and Bhutanon
cooperation in peaceful
uses of outer space

which farm lands can be
diverted towards sugarcane.
To make up the remaining 4-5
billion litres, the government
hastorely on other sources for
feedstock that includes sur-
plus rice, maize, sorghum,
sugar beet etc.

The current production
capacity of non-sugarcane
based ethanol in India is
around 0.25-0.30 billion litres
which needs to raised to 3-4
billion litres to meet the new
requirement.

“Additional capacity will
get created among both inte-
grated and standalone distill-
eries. This will help meet the
blending target while at the
same time create ethanol pro-
duction capacities in non-sug-
arcane but rice and maize sur-
plus states of Bihar, West
Bengal etc,” said a senior
industry official. He said while
using sources other than sug-
arcane for making ethanol,
plants first convert the feed-
stock which has high quantity
of starch in them, which is
then converted intosugar and
thereafter into ethanol.
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The best and worst sectors in
2020, as per market returns

Pallavi Pengonda

pallavi.p@livemint.com

caused an immense
upheaval in our lives, the
stock markets have broadly
remained in good spirits. In
2020, on a year-to-date basis
(until Tuesday), the S&P BSE
500 index hasrisen by 16%.
Of course, thisdoesn't mean
all the sectors have seen uni-
form gains. Among the sec-
tors, BSE Oil & Gas and
Bankexindices have emerged
as the worst performers in
2020, declining by about 4.3%
and 2%, respectively.
Earnings visibility has been
low for oil and gas firms, pri-
marily due tovolatile crude oil
prices and weak refining mar-
gins. The pandemic has
adversely hit oil demand this
year. While crude oil prices

I nayear when the pandemic

The race

BSE Oil & Gas and Bankex have emerged as the worst
performing indices in 2020 whereas IT and Healthcare indices

are the top performers.

Year-to-date change (in %) 57.04 60.72
16.28
Oil & gas Bankex
i BSE 500 IT Healthcare
432 s

Note: Returns are calculated till 29 December 2020.

levels, suggesting that banks
are stilluncomfortable to lend.

On the other hand, BSE IT
and Healthcare indices have
been the top performers this
year, gaining by around 57%
and 61%, respectively.

The pandemic has acceler-

have recovered ated the adoption
from the lows in The BSE FMCG of digital technol-
April, further and consumer ogies and this
increasein prices discretionary bodeswell for the
remains uncer- goods and IT sector.IT com-

tain and would

services indices

panies have seen

depend on global g o large deal wins
economicrecov- goamed 1% "fmd and profit mar-
ery. 18%, respectively gins have also
For banks, received a boost.
retail credit Inareportonl5

growth was hit by the pan-
demic. Plus, there have been
concerns on the asset quality
front. Analysts reckon that
spreads (maturity or credit
spreads) are still at very high

December, Credit Suisse ana-
lystswrote, “The current pan-
demic has also helped the mar-
gins of the top four firms with
the reduction in travel and
other overhead costs.”

Source: Capitaline

SATISH KUMAR/MINT

The outlook for healthcare
companies has improved, as
investor focus shifted to covid-
related opportunities.

According to analysts, it
helped that pharma stocks
were under-valued before the
rally began early this year.
Nevertheless, investors will
have to watch how sustainable
the contribution from covid
portfolio would be in future.

Meanwhile, note that the
BSE FMCG and consumer dis-
cretionary goods and services
indices have gained about 11%
and 18%, respectively.

It is worth considering
though that while the returns
for these two indices are more
orlessinline with the broader
market, valuations of many
companies in these indices
were already very high and
have become higherin 2020.
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CABINET DECISION

Additional interest
subsidy to raise ethanol
output capacity gets nod

ENS ECONOMIC BUREAU
NEW DELHI, DECEMBER 30

THE CABINET Committee on
Economic Affairs (CCEA) on
Wednesday cleared additional
interest subsidy of Rs 4,573 crore
for establishing ethanol units
that will use cereals, instead of
the usual practice of using just
cane, to produce the bio-fuel.
The decision to offer additional
interest subsidy to set up ethanol
distilleries comes at a time when
the government is planning to
boost the blending of the bio-
fuel with petrol to cut a glut in
sugar and trim oil imports.
“Previously, Rs 4,687 crore
interest subvention scheme was
approved and now Rs 4,573
crore has been sanctioned,” said
Petroleum Minister Dharme-
ndra Pradhan. “This decision
will fuel investment of about Rs
40,120 crore in the ethanol value
chain, boost local industries,
generate jobs, give fillip to the

“Previously,Rs 4,687 cr
interest subvention
scheme was approved
and now Rs 4,573 crore
has been sanctioned”

DHARMENDRA PRADHAN
PETROLEUMMINISTER

economy and encourage ‘urja-
kheti, which will transform our
‘annadatas’ into ‘urjadatas’,”
Pradhan said.

The government will offer
the interest subvention of 6 per
cent or half the interest rate
charged by the banks, whichever
is lower. The subsidy will be for
five years, including one-year
moratorium against the loan.

“Interest subvention would
be available to only those distill-
eries that will supply at least 75
per cent of ethanol produced
from the added distillation ca-
pacity to oil marketing firms for
blending with petrol,” the gov-
ernment said. FE

Page 12 of 15




steasfeft

o

onGcCc

Millenniumpost
Cabinet approves interest subvention of Rs.4,573 crore
Dec 31, 2020 | Delhi | Pg No.: 9 | | SgCm:518 | AVE: 4659893 | PR Value: 23299466

TO RAISE ETHANOL PRODUCTION CAPACITY

Cabinet approves interest
subvention 0f34.,573 crore

Govt is targeting to more than double blending of ethanol in petrol to 20 per cent by
2030, for which domestic production capacity has to be augmented: Oil Min Pradhan

OUR CORRESPONDENT

NEW DELHI: The Union Cabi-
net on Wednesday approved a
scheme to provide bank loans
at lower rates to distilleries
producing ethanol for doping
in petrol, with a view to rais-
ing India’s ethanol production
capacity to suck out surplus
sugar as well as cut oil imports.
Oil Minister Dharmendra
Pradhan said the government is
targeting to more than double
blending of ethanol in petrol to
20 per cent by 2030, for which
domestic production capac-
ity has to be augmented. The
Cabinet Committee on Eco-
nomic Affairs (CCEA), headed
by Prime Minister Narendra
Modi, approved a modified
scheme for extending interest
subvention to augment ethanol
production capacity, he said.
The government would
bear interest subvention for
five years, including one-year
moratorium against the loan
availed by project proponents
from banks, at the rate of 6 per
cent per annum or 50 per cent
of the rate of interest charged
by banks, whichever is lower.
The interest subvention
would be available for setting
up new as well as an expansion
of existing molasses or grain-
based distilleries and for units
that will produce ethanol from
other feedstocks such as sugar
beet, sweet sorghum and cereals.
“Previously, Rs 4,687 crore
interest subvention scheme was
approved and now Rs 4,573
crore has been sanctioned,” he
said during a news conference

called to brief on decisions taken
by the Cabinet.

Currently, India has a molas-
ses-based ethanol production
capacity of 426 crore litres. This
capacity used for supply to both
the liquor industry as well as for
the blending or doping in petrol.

During 2019-20 ethanol
supply year (December 2019
to November 2020), 173 crore
litre was procured for doping
in petrol, he said adding that
this year’s average blending has
been 9 per cent. For next year
(December 2020 to November
2021), 325 crore litre has been
contracted and the volume will
rise to 1,000 litres in 2030 when
one-fifth (20 per cent) of petrol
is targeted to be ethanol, he said.

For this to happen, ethanol
manufacturing capacity has to
be raised to 1,750 crore litres,
which would require an invest-
ment of Rs 40,000 crore.

The government, he said, is
providing remunerative price
for buying ethanol as well as a
committed offtake for 10 years.

“Interest subvention would
be available to only those dis-
tilleries that will supply at least
75 per cent of ethanol produced
from the added distillation
capacity to oil marketing com-
panies for blending with petrol,”
a government statement issued
after the Cabinet briefing said.

To achieve 20 per cent
blending by 2030 and to meet
the requirement of chemical and
other sectors, about 1,400 crore
litres of alcohol/ethanol would
be required. Out of this, 1,000
crore litres would be required
to achieve 20 per cent blend-
ing in petrol and the rest would
be the requirement of chemical
and other sectors.

Out of the total requirement,
700 crore litres is required to be
supplied by the sugar industry
and an equal amount by grain-
based distilleries. To produce
700 crore litre of ethanol by the
sugar industry, about 60 lakh
tonne of surplus sugar would
be diverted to ethanol which
would solve the problem of

excess sugar. It will relieve sugar
industry from the problem of
storage and improve the revenue
realisation of sugar mills, which
will facilitate them in making
timely payment of cane dues
of sugarcane farmers, Pradhan
said. About five crore sugar-
cane farmers and their families
and five lakh workers associated
with sugar mills and other ancil-
lary activities would be benefit-
ted with this intervention.

To produce 700 crore litre
of ethanol/alcohol from food
grains, about 175 lakh tonnes
of food grains would be utilised
which will help farmers get a
better price for their produce.

Sugarcane and ethanol
are produced mainly in Uttar
Pradesh, Maharashtra and
Karnataka.

Transporting ethanol to far-
flung states from these three
states involves huge trans-
portation cost. Bringing new
grain-based distilleries in the
entire country would result in
the distributed production of
ethanol, helping save on trans-
portation cost and cut delays.
Pradhan said in ethanol supply
year (ESY) 2013-14, the supply
of ethanol to oil companies was
less than 40 crore litres with
petrol blending levels of only
1.53 per cent.

In the past six years, the pro-
curement has been stepped up
and 172.50 crore litre ethanol
bought in ESY 2019-20 helped
achieve 5 per cent blending.

“It is expected that in the
current ethanol supply year
2020-21, about 325 crore litres
of ethanol is likely to be supplied

to oil marketing companies to
achieve 8.5 per cent blending
levels. It is likely that we will be
achieving 10 per cent blending
target by 2022,” he said.

With the increase in blend-
ing levels, dependence on
imported fossil fuel will decrease
and so will air pollution.

The statement said there is
surplus production of sugar in
the country as the sugar sea-
son 2010-11 (except reduction
due to drought in sugar season
2016-17). Sugar production is
likely to remain surplus in the
country in coming years due to
the introduction of improved
varieties of sugarcane.

In normal sugar season
(October-September), about
320 lakh tonnes of sugar is
produced as against domestic
consumption of about 260 lakh
tonnes. The surplus sugar has
led to sugar mills delaying pay-
ments to came farmers.

“Diversion of excess sug-
arcane and sugar to ethanol is
a correct way forward to deal
with surplus stocks. Diversion
of excess sugar would help in
stabilizing the domestic ex-mill
sugar prices and will also help
sugar mills to get relieved from
storage problems.

“It will improve their cash
flows and facilitate them in the
clearance of cane price dues
of farmers; and will facilitate
mills to function in the com-
ing years,” it said.

To increase the production
of fuel-grade ethanol, the gov-
ernment is also encouraging
distilleries to produce ethanol
from maize and rice available.
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fund higher spending next year

NEW DELHI, DECEMBER 30
India is likely to spend
more next fiscal than this
year’s budgeted $415 bil-
lion and prioritise infra-
structure projects, relying
on asset sales of around $40
billion for some of the fund-
ing, two people with knowl-
edge of the plan said.

After largely keeping its
purse strings in check as the
coronavirus pandemic
choked businesses and threw
millions out of jobs, Prime
Minister Narendra Modi’s
government is keen to bring
the economy back onto a solid
growth path with the Budget
tobe presented on February 1.

Actual spending in the cur-
rent fiscal ending March 31
could be lower than the origi-
nal target of Rs 30.4 lakh
crore, but will be higher than
last year’s Rs 26.86 lakh
crore, one of the sources said.

“Supporting growth (and)
infrastructure spending is
the priority now, not fiscal-

# The economy will expand in the next financial year
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and if | don’t spend now the revival is going to get
deferred and we can't afford that®®

Nirmala Sitharaman, FINANCE MINISTER

deficit math,” said one of
the sources.

“But it is not that the spend-
ing will suddenly increase
from Rs 30 to 35 lakh crore
(when) our revenues are
falling. The only ways to gen-
erate funds are through asset
sales and borrowing.”

Both sources declined to
be identified as they were
not authorised to discuss
Budget deliberations.

The Ministry of Finance
did not respond to an email
seeking comment.

India had aimed to raise
more than $28 billion this fis-

cal year by selling stakes in
companies such as Bharat
Petroleum Corp Ltd, Con-
tainer Corp of India, Ship-
ping Corp of India and Air
India, and by listing Life
Insurance Corp, but the pan-
demic delayed the process.

Finance Minister Nirmala
Sitharaman said early this
month that the economy
would expand in the next
financial year and that if “I
don’t spend now the revival
is going to get deferred and
we can'’t afford that”.

For the current fiscal year,
India’s deficit is likely to rise
to Rs 12 lakh crore to Rs 13
lakh crore, much higher than
the budgeted Rs 7.9 lakh
crore, mainly due to a rev-
enue shortfall of Rs 5 to 6 lakh
crore, said one of the sources.

India’s economy con-
tracted a record 23.9% in
the June quarter, before
recovering slightly to con-
tract 7.5% in September
quarter. — Reuters

Page 14 of 15




The Tribune
Nod to interest subvention for ethanol distilleries
Dec 31, 2020 | Delhi | PgNo.: 12 | | Sq Cm:70 | AVE: 646830 | PR Value: 3234152

Nod to interest
subvention
for ethanol
distilleries

NEW DELHI, DECEMBER 30
The TUnion Cabinet on
Wednesday approved an inter-
est subvention of Rs 4,573
crore for new distilleries pro-
ducing ethanol, which can
be used for doping in petrol,
Oil Minister Dharmendra
Pradhan said.

Briefing the media, Pradhan
said, “The Union Cabinet has
approved the  modified

Govt to encourage
units to produce
ethanol from maize

scheme to enhance ethanol
distillation capacity in the
country for producing the first
generation product from feed
stocks such as cereals (rice,
wheat, barley, corn &
sorghum), sugarcane, sugar
beet etc.” India will need
about 1,000 crore 1t of ethanol
for doping in petrol by 2030
with a view to cut dependen-
cy on imports for meeting oil
needs. “The nation currently
has a capacity of 684 crore
litres,” he added.

The government has
fixed a target of 10 per cent
blending of fuel-grade
ethanol with petrol by 2022
and 20 per cent blending
by 2030. — TNS
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