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Adani Gas to change
firm's nameto

Adani Total Gas

Adani Gas, the city gas
distribution firm of billionaire
Gautam Adani's group, will
change its name to AdaniTotal
Gasto reflect French energy
giantTotal's stake inthe firm.
Adani Gas has through a postal
ballotsoughtshareholders''nod
to changethe name aswell as
alterits memorandumand
artides ofassociation, according
to the firm'sfiling to stock
exchanges. PTI
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Adani Gas to change
name to Adani Total Gas

ADANI GASWILL change itsnameto
AdaniTotal Gas to reflect French energy
giant Total’s stake in the firm. Adani
Gas has through a postal ballot sought
shareholders'nod to change the name
aswell asalterits memorandum and
articles of association,according to the
firm’s filing to stock exchanges.
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Cheap oil, more
exports may keep
India’s CAD low

BY KARAN BHASIN

Traditionally, India has had a current account deficit (CAD) as we
import more than we export. The recent surplus is attributed, by some,
to weakness in the economy. There are also those who highlight the
prospects of a structurally lower CAD going forward. Mint takes a look.

Rising import bills

Data shows a consistent trade deficit due to our dependence on imports. While

the pandemic may have resulted in the occasional trade surplus, there is a
possibility of a structurally lower level of CAD owing to the muted oil prices.
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Why is currentaccount
suddenly in a surplus?
India’s current account has
historically been in deficit.
Many factors are responsible
for a current account surplus,
including low oil prices, supply
disruptions, and an increase in
the value of our exports because
of the massive fiscal response by
some advanced countries.
Even before the coronavirus
outbreak, our current account
deficit (CAD) had narrowed
because of the low oil prices
that came as a result of excess
supply in the international
market. The high value of oil
imports makes our current
account sensitive to changes in oil
prices.

Why are oil prices low

for so long?
Low oil prices have resulted in a
lower level of CAD and even
surplus at times over the last few
vears. The availability of US oil has
resulted in surplus oil production,
leading to low prices. The curbs
across the world further reduced
the demand for oil, resulting ina
significant dip in international oil
prices. The Opec has announced
production cuts from time to time.
However, non-Opec producers
have emerged as significant
players in the international market
diminishing Opec’s ability to
determine oil prices.
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Does this mean weaker

domestic demand?
For an economy such as India, a
current account deficit could
imply a weaker domestic
demand as it signals less imports
rather than greater exports.
However, several other factors
are at play. Lockdown restrictions
could have resulted in adequate
inventory piling up, leading to
reduced imports. There could
also be risk aversion on the
part of businesses and consumers.
Nevertheless, a current account
deficit at this juncture does point
at a weaker level of domestic
demand which could be
because of the heightened
uncertainty and its consequent
risk aversion.

What keeps the current
account in deficit?

A current account deficit means imports
are more than exports. Key items in our
imports include oil, gold, and electronic
products. Therefore, a sharp increase in
international oil prices impacts the value of
our imports, thus increasing the current
account deficit, while a sharp decrease has
the exact opposite impact. This is also true
for gold.

What other factors

can affect CAD?
Low oil prices may become the
norm and benefit India as the
world curtails the use of fossil fuels.
The UK has announced that it will
ban the sale of petrol and diesel
cars by 2030 while France plans to
ban it by 2040. As India integrates
with global value chains over the
coming few quarters, we will see a
significant improvement in our
export performance. The
substantial stimulus by other
nations is positively influencing our
exports and is likely to continue till
such policies are reversed.
Karan Bhasin is a policy researcher.
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Equal access to subsidies

Why not give LPG subsidies to a privately-owned BPCL?

OW THAT THE government is in the final leg of the BPCL privatisa-

tion—a lot depends on whether the bids will be higher than the inter-

nal valuation of BPCL’s value—it is trying to sort out the issue of the

LPG subsidies BPCLgives to its customers; and it appears there is some
unease over the government continuing to reimburse the PSU for the amount it
spends on subsidies.The good news here, of course, is that the government realises
that the subsidy needs to be given. One view is to shift BPCL’s household cooking
gas customers to the remaining oil PSUs—IOC and HPCL—over a period of time
and, till then, to continue to pay the subsidy to the privately-owned BPCL.Keep in
mind that not doing thisin the 2000s killed off the oil retail business of firms like
Reliance Industries and Essar Limited. Both firms set up oil retailing businesses
following the government decision to stop subsidies on petrol and diesel; but
when the subsidy wasn’t phased out, and this was not available to Reliance and
Essar, customers remained with IOC,HPCLand BPCLwhere petrol/diesel was avail-
able at a subsidised price.

What is not clear, either then or now, is why the government is uneasy about
giving subsidies to customers of private entities.Afterall, the amount of subsidy
on petrol/diesel/LPG remains the same,whether it is sold through the oil PSUs or
private firms.And, while there was still some possibility of the private sector firm
cooking up the subsidy numbers in the early 2000s, this possibility is much
smaller with Aadhaar numbers and direct bank transfers to the consumer
accounts. And even today, as it happens, government programmes—and that
includes subsidies—are routed through private delivery partners. Several schools
were set up in response to the Right to Education scheme and get paid for every
student they teach, some states that offer free electricity to consumers do so by
paying private sector discoms; indeed the central government’s ambitious high-
ways programme is operated through private construction companies. And, in
the case of food procurement, given how inefficient FCI is, the government costs
would come down significantly if private firms were paid on the basis of how much
grain they procured. As the government decides to exit more sectors, it will find
thatin several cases its social agenda will be better served if routed through the pri-
vate sector with clearly defined—and rigorously monitored—deliverables.
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@ INTERVIEW: ASHISH BHANDARI,

MD and CEO, Thermax

‘Thermax to focus on
clean energy, water, air’

Engineering company Thermax does not
plan toremainjust a capital goods company
in the coming years, says Ashish Bhandari,
managing director and CEO. He tells
Shubhra Tandon that the company is
transforming itself from being just a sup-
plier of equipment to providing products
and solutions for the sustainability needs of
its customers. He said the futureis notjustin
large capital-intensive projects, but several
small and distributed projects for clean
energy, water and air. Excerpts.

Thermax s still facing challenges in get-
tinglarge ordersin the mainstaysegments
likeboilersand heaters.Whatare the chal-
lenges there?

Many of thelarge projects,which are ¥300-
crore-plus,are currently being rescoped for
one reason or another, which is often the
case with large capex projects. But that is
delaying projects.Also,what I cannot say for
sure [is that] while discussions have started
in earnest, how customers will close out
these projectsandwhat Thermax’swin rates
will be.That is because as the market opens
up,the competitiveness remains tobe seen.

What is the outlook on private capex? Are
youseeing signs of revival?

Looking at our manufacturing index start-
ing to build up nicely by September-and
even in October, there are green shoots of
recovery for the industrial segment at large
...Ithink private players are opening their
chequebooks for projects which have less
than three years payback and projects that
have a sustainability impact.

Howarethese projectsinterms of moving
the needle of large orders,and how rev-
enueaccretive will they be?

India’s capital goods industry, even before
Covid-19, for almost last 10 years, has
underperformed the larger market. So for
companies like Thermax, to wait for really
big projects in the range of ¥500-31,000
crore may not be the answer. We have to
change our business models, because the
nature of energy is changing... We will see
more distributed projects,which will be for
clean energy, clean water and clean air. This
will therefore change the mix that compa-
nies like Thermaxwill have going forward.

How do we then see Thermax in the next
threetofiveyearsin this changedscenario
in terms of the focus and project profile?

Thermax will not be only a capital goods
company. While it already is [one], it can be
even more of a clean energy, clean air, clean
watercompany.Itwill thinkabout products
and solutions more in terms of how do we
help our customers balance sustainability
alongwith energyand resource availability.
Introducing new technologies in some of
these high-tech clean energy space areas —
that means pushing products and services
ina constructive manner, pushing finance-
basedbuild,own,operate modelsalot more.

Some of Thermax’s global businesses are
under pressure. What are the challenges
and plans toiron out thoseissues?

We expect more from our international
businesses. Our plans in Indonesia are very
nascent,butweareverycommitted there.In
the short term, we are going through chal-
lenges in some of the international busi-
nesses because of ... travel restrictions.... I
thinkin some of these cases,both in Europe
and South East Asia, not having businesses
where we have local manufacturing pres-
ence be at scale is something which is hurt-
ingusright now.

Any investments planned in the interna-
tional businesses?

Wewill do investments for expansions, but
wewill not domergersand acquisitions out-
side of India in the near future. We will con-
tinue toinvest in three areas in the interna-
tional market. We will look at new
technology areas, growing and adding new
footprint capability within the plants that
we have,and improving our capability from
services perspective.

Datasuggeststhetendersand awardssce-
nario continues to remain weak. What is
theoutlookonyourfreshordersintake for
the current financial year?

The order intake took a beating in the first
twoquarters forexpected reasons. However,
Q2 was better than Q1,and...in Q3,at least
we expect that our base orders would get
back to normalcy. Many of our customers
have good order books, including steel and
cement,and theyarereadytospendin most
cases. However,some big projects,where no
work was happening for months, the cus-
tomers have had to re-estimate them.

Are orders coming in from the govern-
ment-led programmes and PSUs?

We are not as dependent on state govern-
ments. But we have some big tenders from
central PSUs like NTPC and IOCL. It is just
that with no activity happening, these pro-
jects have toberescopedin portions.Wehave
big FGD orders that NTPC is looking to go
through the tendering process for. However
...all of the players are dependent on China
fora particular component.Sowith some of
those China embargoes, the cost increase is
resulting in project delays.
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PNGRB simplifies gas pipeline
tariff to make it more affordable

ENSECONOMICBUREAU
NEW DELHI,NOVEMBER 26

THE PETROLEUM and Natural Gas
Regulatory Board (PNGRB) on
Thursday released a unified tariff
structure for over a dozen
pipelines, including GAIL's net-
work of seven pipelines, with the
aim of making natural gas more

affordable to users far from the
source of natural gasorimport ter-
minals. The move is part of the
government’s efforts to boost gas
consumption in the country.
According to experts, the
move, which sets a fixed tariff for
thefirst 300 kmdistance fromthe
source of gas and a fixed tariff for
distances over 300 km on the
sameintegrated pipeline network,

will lead to significantly higher us-
ageof gasinareas far from ING ter-
minals and sources of natural gas
clustered on the west coast of the
country.

“These regulations have setthe
ground for gas consumption to go
up for people in far flung areas of
the country,” said Vivekanand
Subbaraman, analyst at Ambit
Capital.
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Adani Gas to
change name to
Adani Total Gas

NEW DELHI: Adani Gas Ltd,
the city gas distribution firm
of billionaire Gautam Adani’s
group, will change its name
to Adani Total Gas to reflect
French energy giant Total’s
stake in the firm.

Adani Gas has through a
postal ballot sought sharehold-
ers’ nod to change the name
as well as alter its memoran-
dum and articles of association,
according to the firm’s filing to
stock exchanges.

After the French giant buy-
ing stake, Adani Gas is now
“a joint venture company of
Adani Group and TOTAL
Group, France with 37.40 per
cent stake by each promoter
and remaining 25.20 per cent
with public shareholders,” it
said.

“In order to reflect the
names of both promoter
groups, it is proposed to change
the name of the company from
‘Adani Gas Limited’ to ‘Adani
Total Gas Limited’ to reflect
the holding structure,” the fil-
ing said.

The Board of the firm,
which retails CNG to automo-
biles and piped natural gas to
household kitchens and indus-
tries in 15 geographical areas,
had on November 3 approved
the name change.

The company board is
headed by Adani and has two
nominees of Total - its India
head Alexis Thelemaque and
Jose-Ignacio Sanz Saiz.

Adani’s nephew Pranav
Adani is the other promoter
director on the board from
Adani’s side. Adani Gas said
its present business objective
includes carrying out the busi-
ness of natural gas, liquefied
natural gas, compressed natural
gas (CNG) and other forms or
natural gas, associated gaseous
substance, etc. Pl
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‘GOVT’S PLAN TO SET UP BIO-GAS

PLANTS TO BOOST BAMBOO OUTPUT’
NEW DELHI: The government’s plan to set up 5,000
compressed bio-gas plants by 2023-24 would give
a boost to the country’s bamboo production and
promote the industry as the commodity can be used
to produce the gas, according to IBF. India Bamboo
Forum Chairman and former union minister Suresh
Prabhu said he would work with all the stakeholders
across the bamboo value chain including farmers,
harvesters, and entrepreneurs so that they can access
the benefits of the plan. Qil Minister Dharmendra
Pradhan has said that India will see an investment
of Rs 2 lakh crore in setting up 5,000 plants that will
produce gas from bio wastes by 2023-24.
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Oil regulator simplifies gas pipeline tariff

NEW DELHI: Oil regulator
PNGRB has simplified the
country’s gas pipeline tarift
structure to make the fuel more
affordable for distant users and
to attract investment for build-
ing gas infrastructure.

The Petroleum and Nat-
ural Gas Regulatory Board
(PNGRB) has notified reg-
ulations for a ‘unified’ tar-
iff structure for over a dozen
pipelines that form the
National Gas Grid which will
lead to a 20-30 per cent rise
in transportation charges paid
by users near the source but a
reduction for consumers in the
hinterland.

“Unified tariff shall be
determined by the Board in
respect of the national gas grid
system for each financial year
before the start of such finan-
cial year;” it said.

Currently, the tariff is lev-
ied in proportion to the dis-
tance transported - the longer

the distance, the higher is the
charge. This resulted in con-
sumers away from the coast
paying higher charges as com-
pared to those near it.
PNGRB has now notified
a two-zone tariff structure -
Zone-1 will be 300-km from
the source of gas (gas field or
LNG import terminal) and
Zone-II will be beyond that.
PNGRSB said the tariff for
the first tariff zone will be 40

per cent of the tariff for the sec-

ond zone.

This, industry sources
said, will lead to an immedi-
ate increase in tariff for user
industries such as power plants
and fertilizer units in Guja-
rat, which is the landfall for
ONGC:s offshore gas field as
well as houses three gas import
terminals.

Consumers further away
from the source, say in Uttar
Pradesh or Bihar, will benefit as
they will now pay a lesser tariff.

“The tariff for zone-1 of
Hazira-Vijaipur-Jagdishpur
pipeline (India’s main truck line
from Gujarat to Uttar Pradesh
via Madhya Pradesh) will rise
from Rs 20 per million Brit-
ish thermal unit to Rs 26 per
mmBtu,” a source said.

The increase will vary from
pipeline to pipeline. “On aver-
age, the tariff for zone-1 cus-
tomers will go up by 20-30 per
cent,” the source said. PTI
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