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Adani Total Gas Challenges PNGRB's
‘Impugned’ Orders for Faridabad-1 GA

Our Bureau

Mumbai: Adani Total Gas Limi-
ted hasfiled anappeal with the Ap-
pellate Tribunal for Electricity
(APTEL) against the 'impugned’
orders issued by the Petroleum
and Natural Gas Regulatory Bo-
ard(PNGRB)on April 25and April
26, the company said in a regulato-
ry filing on Tuesday.

These orders pertain to the aut-
horisation for the Noida, Farida-
bad, and Gurugram Geographi-
cal Areas (GAs), the company sa-
id in a regulatory filing on Tues-
day. On April 26, PNGRB allowed
IGL to supply gas to one part of
the area, while for the remaining

area, Adani Total was appointed
as the supplier.

The company said it has chal-
lenged the PNGRB's decision to
award or grant authorisation for
the 'Faridabad-1' area within the
Faridabad District GA. However,
it has accepted the authorisation

for the Faridabad 2 GA, without
any prejudice.

"In this regard, we would like to
inform that the Company hasfiled
an Appeal against the Impugned
Orders dated 25th April 2023 and
26th April 2023 of PNGRB before
Hon'ble Appellate Tribunal for
Electricity (APTEL), in so far as
they relate to the PNGRB’s deci-
sion(s) of awarding/granting aut-
horisation for ‘Faridabad-1' area
of Faridabad District GA. The
Company has accepted the autho-
risation of Faridabad 2, without
prejudice,"” the company said.

Adani Total Gas scrip ended at
T757.40, up 5% on the BSE Tues-
day. Benchmark Sensex ended
0.03% higher.
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G20 ENERGY TRANSITION WORKING GROUP MEETING

India Proposes Talks on Int’l Norms for
‘Green, Clean & Low-Carbon’ Hydrogen

‘Clean & low carbon’ consideration was included at the suggestion of some member nations
Mission Green Hydrogen

Shilpa.Samant@timesgroup.com

New Delhi: India has proposed
adiscussion on global standards
for‘green, clean, and low carbon’
hydrogen at the G20 Energy
Transition Working Group mee-
ting held last week, mooting an
emission limit of up to 2 kg of
carbondioxide equivalent perkg
of hydrogen produced.

Initially, the proposal was only
for ‘green hydrogen’ but ‘clean
and low carbon’ consideration
was also included after the sug-
gestions of some member co-
untries, people in the know of
the matter told ET.

The draft ‘G20 High-Level Prin-
ciples on Hydrogen’, put out by
India for discussion, lays down
the carbon emissions standard
‘at the sight of production’.

This means that emissions in-
cidental to distribution to the
end users and life-cycle green-
house emissions are not inclu-
ded in the proposed standard.

The discussions on what would
constitute ‘green hydrogen’ and
if it could be further referenced
to ‘clean’ or ‘low carbon’ was dis-

Modalities on
green, clean, low
carbon hydrogen
to be discussed

cussed in the third leg of the me-
eting, accordingto sources.

The details will be discussed
in the upcoming online mee-
tings with the target of rea-
ching a consensus before the fi-
nal gathering in July.

In the discussions last week,
some countries also wanted to
include nuclear, hydro, low car-
bon energy as a source for pro-
ducing the fuel for the joint out-
come of the deliberations.

India’s own National Green
Hydrogen Mission, launched in

Aim for
CoNsensus
before the
final July
meeting

Hydrogen from
fossil fuels could be
discussed as well

Some countries moot
nuclear, hydro, low
carbon-energy for
making green and
clean hydrogen

India’s mission states
renewable energy as

. source for producing
' green hydrogen

January, defines green hydro-
gen as that produced from rene-
wable energy.

Throughthe mission, India se-
es an opportunity to become a
leading producer and exporter
of ‘green hydrogen’ using the
country’s abundant solar and
other renewable energy.

A consensus on what constitu-
tes green hydrogen is impor-
tantasthe world moves towards
net zero. Much of the green, cle-
an, or low-carbon hydrogen is
likely to be traded internatio-

nally in the coming years.

“Shipping hydrogen between
countries could emerge asakey
element of afuture secure, resi-
lient, competitive and sustai-
nable energy system,” a report
from the International Energy
Agency said in 2019.

INTERNATIONALSTANDARDS
The European Commission has
laid the permissible emission
cap at 3.4 kg of carbon dioxide
(CO2) equivalent/kg hydrogen
produced and distributed.

The UK, on the other hand, has
set a definition of ‘low carbon’
hydrogen equivalent of 2.4 kg of
CO2perkgof hydrogen produced,
which does not cover the distribu-
tion of the fuel to the end user.

The US Department of Energy
defined “clean hydrogen” as
“hydrogen produced with a car-
bon intensity equal to or less
than 2 kgs of carbon dioxide-
equivalent ‘at the site of pro-
duction’ perkilogram of hydro-
gen produced.

This was later extended to up
to 4kg of CO2 equivalent/kgH2
when including lifecycle green-
house gas emissions.
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IndianOil
contributes
to new world
record in road
construction

NEW DELHI: IndianOil con-
tributed to creating a new world
record in road construction by
maintaining uninterrupted sup-
plies of Durapave Bitumen. The
remarkable record was created
by laying 100 km lane in 100
hours at Ghaziabad-Aligarh
Expressway.

The achievement has been
celebrated in a ceremony, which
was virtually attended by Nitin
] Gadkari, Hon'ble Minister of
Road Transport & Highways,
Government of India; Gen (Dr.)
V K Singh, Minister of State for
Road Transport & Highways and
Civil Aviation, Government of
India along with other digni-
taries from NHAI, IndianOil,
Cube Highways and Larsen &
Toubro Construction.

Gadkari said that this
expressway will facilitates the
movement of goods and con-
tributing to regional economic
development by connecting
industrial area, agriculture
regions and educational insti-
tutions. MPOST
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Moody’s Sees Mig & Infra Driving India
Growth; Flags Reforms, Policy Barriers

Lauds government’s efforts like National Infrastructure Pipeline and Atmanirbhar Bharat

Our Bureau

New Delhi: Burgeoning infrastructu-
re and manufacturing sectors could
push India to be the fastest growing
economy over the next few years, said
Moody’s Investor Service in its latest
report. But the global credit rating
agency also raised concerns that re-
form and policy barriers could ham-
per investment.

“Despite the positive backdrop, bu-
reaucracy could slow approval pro-
cesses in obtaining licenses and set-
tingup businesses, prolonging project
gestation,” Moody's said, indicatinga
possibility of losing out to Indonesia
and Vietnam.

“Ongoing efforts by India’s govern-
ment to reduce corruption, formali-
ze economic activity, and bolster tax
collection and administration are
encouraging, although there are in-
creasing risks to the efficacy of the-
seefforts,” it said.

Moody’s lauded the government’s ef-
forts like the National Infrastructure
Pipelineand Atmanirbhar Bharat.

While rising per capita incomes
along with growing working age po-
pulation isexpected to push consump-

tion, Moody's said government spen-
ding is expected to drive infrastructu-
re-related sectors like cement and ste-
el. Moreover, net-zero commitments
are expected to boost investment in
the renewables industry.

“Larger production capacity will ra-
ise rated companies' competitiveness
in these sectors, a credit positive if

they manage execu-

[E— tion risks with finan-
Reportsays cial discipline,” the
rising per ratings agency noted
capitaincome initsreport.
along with Though Moody’s in-
growing dicated that demand
working age across  manufactu-
population ring and infrastructu-
expected re will grow 3-12% for
to boost the rest of the decade,
consumption it noted that India’s
capacity will still

rank behind China’s.

“Rated companies in manufactu-
ring (steel, cement, oil and gas and
automotive) and infrastructure (av-
iation and power) sectors will incre-
ase capacity and global competitive-
ness, bringing economies of scale, a
credit positive,” it said.

Theratingsagency alsonoted India's
comparative advantage in the gro-

OnaHigh

Rising per capitaincomes
and growing population to
drive consumption

S fb e L o LS
Govtinfra push todrive
steel, cement sectors

Climate
commitments 3
to boost
renewable
industry

wing services segment.

“Theavailability of cheap mobile da-
ta will further prompt global multina-
tional corporations, banks and IT ser-
vices companies to stay invested in In-
dia for outsourcing of their back-offi-
ce, IT and knowledge process
outsourcing-related services as they
aim to lower costs,” itsaid.

Services export grew42%, lowering In-
dia’s current account deficit in 2022-23.

On the manufacturing side, Moody's
noted that the steel sector will remain
a bright spot, whereas growing dispo-
sable incomes and population will
support the auto sector.

Notes India's
comparative
advantagein
services
segment

Moody's
expects

6.5%

growthin
2024

“While carbon intensive sectors such
as cement, oil and gas, and steel may fa-
ce decarbonisation challenges over a
longer term, we still expect them to
grow strongly until 2030,” it said.

The private sector's key role in delive-
ring new renewable and airport capaci-
ty in India underscores the role of low-
costfunding, Moody's said, underlining
the need for continued and consistent
support from the government.

On the credit side, Moody’s noted
that as demand for capital expenditu-
re grows, banks will diversify lending
away from fast-growing retail to cor-
porate lending.
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OIL joins ONGC
arminKenya
field stake talks

Times NEws NETWORK

New Delhi: Oil India has joi-
ned ONGC Videsh, the overse-
asinvestmentarmof explorer
ONGC, to pursue talks for a
stake in Tullow Oil’s Lokichar
oil field in Kenya after India-
nQil pulled out, even as Chi-
na’s Sinopec is reported to ha-
ve expressed interest in the
$3.5billion project.

IndianOil had in March
2022 shown interest in acqui-
ringastake in the project. But
those initial contacts with
Tullow withered as IndianOil
grew a cold feet — perhaps be-
cause of the project and in-
vestment size.

The Indian side is looking
at acquiring out 50% of the
stakes that Tullow, Total of
France and Africa Oil have in
the project. Tullow holds 50%
stake, while Total of France
and Africa Oil have 25% each.
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CABINET NOD LIKELY TO BE SOUGHT

Oil Min Working on
Proposal to Merge
MRPL with HPCL

HPCL may issue fresh shares to MRPL
shareholders, cash outgo unlikely in deal

Sanjeev.Choudhary
@timesgroup.com

New Delhi: The oil ministry
is drawing up a proposal to
merge Mangalore Refinery
and Petrochemicals Ltd
(MRPL) into Hindustan Pet-
roleum Corp Ltd (HPCL), the

On the Cards

HPCL-MRPL merger plan .
was floated soon after _g
ONGC acquired HPCL 5

years ago with little headway

ONGC holds 71.63%
in MRPL, HPCL owns
16.96% and 11.42%

HPCL and

et /s eld by public
e A share-swap deal
VRN will raise ONGC's
share in HPCL

MRPL had merged
its unit OMPL with
itself last year
HPCL-MRPL merger
may have to wait due
to 2-year gap rule

two listed subsidiaries of Oil
and Natural Gas Corp
(ONGC), according to people
familiar with the matter.

The idea of the MRPL-HPCL
merger had been floated soon
after ONGC acquired HPCL
from the government five ye-
ars ago but made little pro-
gress. The ministry is now
pushing for the merger, which
is likely to be a share-swap de-
al, said the people cited above.,

HPCL will likely issue fresh
shares to MRPL shareholders
as partof the merger and there
will beno cashoutgo, they said.

Tax Gains Seen Ahead »» 12
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HPCL and ONGC are the promo-
tersof MRPL.ONGC holds 71.63%
in MRPL, followed by HPCL at
16.96%, with the public holding
11.42%. The transaction will signi-
ficantly increase ONGC's stake in
HPCL from the current 54.9%, re-
ducing the free float.

The oil ministry is likely to seek
cabinet’s nod for the HPCL-MRPL
merger proposal. The oil ministry,
ONGC, HPCLand MRPL declined
tocomment.

The HPCL-MRPL merger may
have to wait until next year, a per-
son said, arguing that the regula-
tion requires a gap of at least two
vears between two mergers that a
company undertakes. MRPL con-
cluded the merger of its subsidia-
ry OMPL with itself last year.

The merger plan, aimed at con-
solidating most of the ONGC
group's downstream assets un-
der HPCL, will also likely bring
some taxgains. HPCL, which has
a vast retail network, sells much
more fuel than it produces at its
refineries. After the merger, it
will have in-house access to
MRPL's products. MRPL doesn’t
have much of a domestic sales
network and sells a substantial
proportion of its products to re-
tailers outside Karnataka, at-
tracting central sales tax (CST).
A merger can help cut CST outgo
for MRPL, people said.

A merger may be cause for con-
cern among MRPL employees as
they could be transferred to other
refineries of HPCL, said a person
familiar with the situation.
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OMCs’ high marketing margins
may not stay for long: Analysts

MAMNISH GUPTA
New Delhi, May 23

WHILE ROBUST FOURTH quarter
results helped the state-run petro-
leum refiners narrow the decline in
their full year FY23 profits, analysts
believe the marketing margins may
not be sustainable for long, given the
likely mountingpressure to cutretail
fuel prices. However, the refining
margins may improve goingforward,

Investment bank Jefferies, in a
noteon Bharat Petroleum Corpora-
tion (BPCL), said that recentweak-
ness in the refining margins seems
transitory as Russian diesel exports
wereunexpectedly elevated despite
the EU ban.

“However, with signs of Chinese
demand recovering, diesel invento-
ries in US and Asiaat multi-year lows
and US gasoline demand expected to
rise into peak summer driving sea-
son, refining margins should
strengthen from here,"it said.

The three oil refiner-cum-fuel
retailers made above-normal mar-
gins of about T10 per litre on both
diesel and petrol in order to recoup
losses incurreddueto the retail price
freezeinthefirsthalf of FY23.

However,with four keystate elec-
tions in December 2023 (Madhya
Pradesh,Rajasthan, Chhattisgarhand
Telangana), the oil marketing com-
panies (OMCs) could cut retail fuel
prices and revert to mean cycle mar-
ginsifoil prices stay at current levels,
it said.

The proposed capital infusion of

IOCL | 10,059 | —.;E;ﬁ.ia
BPCL 6,478 2501
HPCL 3,223 1795

Revenue from operations

IOCL 226492 | 206457
BPCL 133414 | 1,23 382
HPCL |'1,14,053 | 1,04942
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JOCL: 70.1, BPCL: 35.3, HPCL: 29.1

130,000 crore by the government in
the three OMCs may work as an
upward trigger,but thelack of clarity
related to itstiming, quantum and
modalities around thisinfusion is not
helping as of now.

Brokerage firm Motilal Oswal
Finandal Services said that Singapore
GRMof$8.2/bblinQ4FY23 hasnow
dropped to about $3.4/bbl in
Q1FY24, which could hit refining
margins of Indian Oil Corporation
{IOCL) in the coming quarter.

“lOCLhas the highest leverageto
refining segment and is expected to
be impacted the most due todecline
in GRMs,” Motilal Oswal said in its
researchreport onlndia’slargest fuel
retailer.

IOCLissetto commissionvarious
projects overthe next twoyears, dri-
ving further growth.

Refinery projects, currently
underway,are expected to be com-
pleted as follows: Panipat refinery
(25mmtpa) by September 2024,

Wed, 24 May 20823
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Gujarat refinery (18mmtpa) by
August 2023, and Barauni refinery
(9mmtpa) by April 2023,

Meanwhile, brokerage firm
Anand Rathi said that IOCL has a
well-diversified portfolioand expects
petchem spreads to improve from
FY23 lows. Private operators will re-
gain, from the past few quarters, lost
market share from OMCs in weak-
margin scenarios, it said.

ICICISecurities,the brokingarm
of ICICI Bank,inits noteon Hindus-
tan Petroleum Corporation Ltd
(HPCL) said that with record mar-
keting margins for both petroland
diesel, near-term marketing earn-
ings are set to be materially
stronger.

“Owerall, FY24E and FY25E are
likelytoseea strongerrecoverywith
sharpincreasein refining through-
put, thanks to commissioning of
about 7mtpa Vizag refinery and
about 9mtpa Rajasthan refinery
{50% share)" ICICI Securities said.

WL
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THE COMPASS

Strong Q4 showing, outlook
tosupport BPCL stock

Attractive valuations and robust cash flows are other positives

DEVANGSHU DATTA

Public sector undertaking oil
marketing major BPCL beat
Street expectations and sur-
prised analysts with excellent
results. The company repo-
rted an operating profit of
11,100 crore in the fourth
quarter of the 2022-23 finan-
cial year or Q4FY23 (vs34,200
crore in the previous quarter
and 35,900 crore in the same
quarter last year).

The beat was driven by far
better than expected gross
refining margins (GRM). The
adjusted net profit was at
7,800 crore (2,000 crore
quarter-on-quarter or QoQ,
32,500 crore year-on-year or
YoY) while the reported bot-
tom line was 6,500 crore, as
BPCL recorded an impair-
ment of 31,400 crore on its
investment in BPRL. The
reported GRM for the quarter
was at $20.7/bbl against expec-
tations of ¥13/bbl. Adjusting
for export taxes (at an esti-
mated $ 9/bbl), the realised
GRM is likely to be around $
16.7/bbl. Although GRMs have
moderated in QI1FY24, the
marketing margins on petrol,
diesel and LPG have more
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than compensated by strong
recoveries.

The strong performance
was driven by the Bina refin-
ery’s GRM being $26.1/bbl
while Kochi increased to
$22.5/bbl, and Mumbai was at
$15.6/bbl. Kochi processed
over 90 per cent heavy sul-
phur crude after maintenance
shutdowns and overhauls in
Q3FY23. The Russian crude
blending during the quarter
was closer to 30 per cent and
assuming an average discount
of $12/bbl, the blend contrib-
ution could be 2,200 crore.
The crude throughput was
10.6 MMT (+13 per cent QoQ,
and 5 per cent up YoyY).

However, inventory losses

would have amounted to
%1,900 crore, due to falling
crude prices during Q4.
During the quarter, BPCL
gained market share (while
IOCL and HPCL lost share) in
diesel by 32 basis points (bps),
while on YoY basis the gain
was 196 bps. In petrol, BPCL
gained 7 bps market share
QoQ, while it increased by 70
bps YoY. Despite the struggle
in the first half of FY23, when
crude and gas prices spiked
sharply due to supply con-
cerns after the Ukraine-Russia
wat, BPCL generated operat-
ing cash flow of 710,600 crore
for FY23. The company had a
capex of 8,100 crore for the
year and closed with net debt
0f' 338,300 crore compared to
336,300 crore in March 2022
and after hitting a peak of
352,200 crore net debt in
September, 2022.

BPCL recognised an
impairment of%1,360 crore on
its upstream business under
Bharat Petro Resources
(BPRL). The carrying value of
the investment was 39,600
crore. The subsidiary has rec-
ognised an impairment on its
Mozambique asset during Q4,
which led BPCL to recognise

the impairment. The book
value of the stake in BPRL is
6,200 crore. Assuming oil
pricesat $75/bbl, and blending
of discounted Russian crude
at elevated levels of nearly 40
per cent and record LPG mar-
gins, the blended margin for
BPCLis at record high.

Although this may moder-
ate, it should be a strong mar-
gin through the next two
financial years. The company
will incur capex of 10,000
crore for FY24 and over next
twoor three FYs, it will under-
take 350,000 crore capex for
an ethylene cracker at its
Bina refinery.

But cash flow and debt
levels appear comfortable
enough to sustain the project
without balance sheet stress.
If the crude cycle has moder-
ated, and there are no supply
shocks going forward, the
stock is attractively valued at
single digit enterprise value to
operating profit.

While most analysts are
positive on the stock, target
valuations for the stock range
between 3390 and 3529, with
a few analysts indicating the
stock may be fully-valued at
the current price of Z366.
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