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‘High fossil fuel costs have increased competitiveness of RE power”

—
G Balachandar
Chennai

The fossil fuel price crisis has
led to increased competitive-
ness of renewable power
globallyand about 86 per cent
(187 GW) of all the newly
commissioned renewable ca-
pacityin 2022 had lower costs
than fossil fuel-fired electri-
city, according to a report by
the International Renewable
Energy Agency (IRENA).

The fossil fuel price crisis
of 2022 wasatelling reminder
of the powerful economic be-
nefits that renewable power
can provide, in terms of en-
ergy security. Indeed, 2022
was the year when the energy
security benefits of renew-
ables were widely
‘rediscovered’.

The renewable power, ad-

ded in 2022, reduced the fuel
bill of the electricity sector
worldwide. New capacity ad-
ded since 2000 reduced the
electricity sector fuel bill in
2022 by at least $520 billion.
In non-OECD countries,
just the saving over the life-
time of new capacity addi-
tions in 2022 will reduce
costs byup to $580 billion.

ECONOMIC BENEFITS
In addition to these direct
cost savings, there would be
substantial economic bene-
fits from reducing CO: emis-
sions and local air pollutants.
Without the deployment
of renewables over the last
two decades, the economic
disruption from the fossil fuel
price shock in 2022 would
have been much worse and
possibly beyond many gov-

ernments’ ability to soften

The renewable power added
in 2022 reduced the fuel bill
of the electricity sector
worldwide

with public funding, it said.
Commodity and equipment
costinflationin 2022 resulted
in countries experiencing
markedly different trends in
costsin 2022.

However, at a global level,
the weighted average cost of
electricity fell for utility-scale
solar PV by 3 per cent, for on-

shore wind by 5 per cent, for
concentrating solar power by
2 per cent, for bioenergy by 13
per cent and for geothermal
by 22 per cent.

In 2021, of the 20 countries
for which IRENA has detailed
data, nine saw the competit-
iveness of their utility-scale
solar PV improve by more
than the global weighted-av-
erage levelised cost of electri-
city (LCOE) for that year. In
2022, eight countries saw
suchanimprovement.

COST OF ELECTRICITY
Only the costs for offshore
wind and hydropower in-
creased by 2 per cent and 18
per cent respectively, due to
the reduced share of China in
offshore wind deployment in
2022 and cost overruns in a
number of large hydropower
projects.

The global weighted aver-
age cost of electricity from
solar PV fell by 89 per cent to
$0.049/kWh, almost one-
third less than the cheapest
fossil fuel globally.

For onshore wind, the fall
was 69 per cent to $0.033/
kWh in 2022, slightly less
than half that of the cheapest
fossil fuel-fired option in
2022,

“Today, the business case
for renewables is compelling,
but the world must add 1000
GW of renewable power an-
nually on average every year
until 2030 to keep 1.5°C
within reach, more than three
times 2022 levels.

“There is no time for a new
energy system to evolve
gradually as was the case for
fossil fuels,” said Francesco
La Camera, Director-Gen-
eral, IRENA.
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Connecting CSR and
social stock exchange

Allowingsocial stock exchanges to facilitate (SR funding of projects
could catalyse change by improving outcomes

where companies meeting specific criteria are

statutorily required to spend a part of their profits
on corporate social responsibility (CSR) activities.
Section 135 of the Indian Companies Act, 2013, con-
tains this legal provision, while Schedule VII to the
Act lists out the activities that could be undertaken
by a company under its CSR policy.

The CSR activities of Indian corporations have
gained momentum over the years — both in terms
of the absolute amount spent and the range of activ-
ities covered. According to Ministry of Corporate
Affairs (MCA) data, the CSR expenditure during FY22
was 325,933 crore.

The sectors covered under
Schedule VII — social, economic,
environmental, etc — besides being
very wide, are also the focus of gov-
ernment budgetary spending,.

During FY22, the combined CSR
spending in health, drinking water
and sanitation, education, environ-
ment, and rural development was
323,000 crore, which amounts to 5.7
per cent of government spending in

India is one of the few countries in the world

AJAY TYAGI

where companies choose to invest. There have been
concerns, including thinly spread CSR spending
across different sectors; lack of professional planning
and execution; and corporations with small CSR
amounts facing capacity constraints.

There is a need to look for ways to make CSR
spending more meaningful. There could be cases
where pooling of CSR funds of different corporations,
and deployment of pooled funds by a professional
fund manager in viable projects produce more desir-
able outcomes. Depending on their share in the
pooled funds, corporations could even be represented
on the boards of fund management companies.

Similarly, it would help to have
a robust system in place for identi-
fying credible non-profit organisa-
tions (NPOs), with proper track
record, where the CSR funds could
be invested. This would also reduce
the monitoring burden on the MCA.

Against this backdrop, this arti-
cle examines the potential and pos-
sibilities of synergising CSR spend-
ing with the mechanisms available
under the social stock exchange

these sectors that year.

Seeing the growing size of CSR
spending, some people may be tempted to view it as
an extension of government spending in those areas.
There have been media reports critical of the skewed
sectoral selection by corporations and the regional
imbalance in CSR spending — being concentrated in
a few states and neglecting the northeastern states in
particular. Some have even suggested a role for the
government in the planning, coordination and exe-
cution of CSR projects. This is the antithesis of the
very conceptof CSR. Corporations can’t be coerced to
spend CSR funds to meet the government’s responsi-
bilities and objectives.

That said, it would be reasonable to expect that
CSR spending has an impact in the sectors and areas

(SSE). This was also one of the rec-
ommendations of the expert group
set up by the Securities and Exchange Board of India
(Sebi) to suggest the SSE framework.

To give a brief introduction to SSE, the framework
envisages fundraising by eligible NPOs listed on the
exchange through innovative instruments such as
Zero coupon zero principal mechanisms (ZCZPs),
social impact funds (SIFs) and development impact
bonds (DIBs).

ZCZPs, notified as securities under the Securities
Contracts (Regulation) Act, 1956, are instruments
issued by an NPO that is registered with the SSE
segment of a recognised stock exchange in accor-
dance with the regulations made by Sebi. A ZCZP,
with zero coupon and no principal payment at matu-
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rity, would promise social returns.

As for SIFs, Sebi has prescribed a framework for
them under its alternative investment fund (AIF)
regulations. These funds could invest in both NPOs
and for-profit social enterprises.

In a DIB structure, a grant is made to an NPO
after it delivers on pre-agreed social metrics at pre-
agreed costs. The donor, who makes the grant when
the social metrics are achieved, is termed as “out-
come funder”. Given that the outcome funder pays
on a post-facto basis, the NPO in the interim needs
to raise funds to finance its operations from a “risk
funder”. A risk funder not only enables financing
of operations on a pre-payment basis, but also under-
takes the risk of non-delivery of social metrics by
the NPO. The DIB structure on SSE would utilise a
combination of investing in ZCZP and SIF.

With the aim of providing robustness to the SSE
regulatory framework, Sebi has prescribed desirable
disclosure and reporting norms for the participants.
These include minimum requirements to be met by
NPOs for registration with the SSE; disclosure
requirement for NPOs raising funds through the
issuance of ZCZPs; disclosure of an annual impact
report by social enterprises; and the filing of a state-
ment of utilisation of funds.

Corporations should be allowed to use their CSR
funds for investing in various instruments under the
SSE framework. Subscription to ZCZPs issued by
NPOs or to units issued by SIFs are envisaged to be
the instruments facilitating corporate funding.

‘The CSR funds provider should be allowed to act
as outcome funder in the case of DIB structures.
‘This would require a need to permit parking CSR
capital in an escrow account for a few years, i.e. until
the materialisation of project outcome of the NPOs.

Trading CSR spends between companies may be
allowed on the SSE. Every year, there would be com-
panies that would spend more than the mandated
minimum CSR amount, and those that are unable
tospend due to various reasons. The latter category
should be allowed to meet their commitments by
buying CSR credits from the former, thereby avoid-
ing paying penalties under the law.

To ensure a smooth and workable CSR-SSE con-
nect, two issues will need to be sorted out. One of
them relates to the proviso under section 135 of the
Act, mandating the company to give preference to
local area and areas around its operations for CSR
projects. Naturally, the pooling of CSR funds of dif-
ferent companies in SIFs or investing them in ZCZPs
of NPOs may not always ensure that. The companies
located in the same area/industry zone could per-
haps coordinate among themselves to obviate this
problem to an extent. However, some tweaking of
the law may still be needed.

The other thing to be ensured is that the smaller
NPOs, which are unable to access the SSE, aren’t
crowded out for receiving CSR funds. To obviate
this, there could be a suitable ceiling on CSR funds,
which can be channelled by companies to the NPOs
registered with the SSE.

In conclusion, the government should allow the
use of SSE to facilitate CSR funding of projects.
‘This is not only likely to improve the outcomes of
CSR spending, but also kick-start the nascent SSE
mechanism.

Thewriteris adistinguished fellow at ORF and former
chairman of Sebi
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Govt to bear burden of LPG price cut

SUBHAYAN CHAKRABORTY & AMRITHA PILLAY
New Delhi, 30 August

he government will bear the
T burden of the ¥200 price cut on

domestic cooking gas cylinders,
Petroleum and Natural Gas Minister
Hardeep Singh Puri said on
‘Wednesday.

Puri’s statement in an exclusive
interaction with CNBC-TVI8 comes as
amajor relief to state-run oil marketing
companies (OMCs).

The Union Cabinet on Tuesday had
announced the LPG cylinder price cut
1o case the load of inflation on con-
sumers.

India has a total of 314 million
domestic LPG consumers, according to
government data.

With the announced price cut, a
domestic LPG cylinder in Delhi will
now retail atI903.

OMCs can expecl a government
grant soon to compensate for the latest
price cuts in LPG cylinders, according
to a government official.

Lven in the absence of a grant, ana-
lysts point out that losses in the LPG
segment are unlikely in the offing, as
propane prices have fallen since the
last hike in LPG retail prices.

State-run OMCs - Indian Oil
Corporation (IOC), Bharat Petroleum
Corporation (BPCL) and Hindustan
Petroleum Corporation (HPCL) are the
three main sellers of LPG cylinders in
the country.

“The three state-owned OMCs will
be compensated with a one-time grant
to make up for potential losses
incurred as a result of the latest LPG
price cut,” the government official said.
“Discussions on the size of the grant
will take place soon,” the official said.

In October 2022, the government
approved a one-time grant of ¥ 22,000
crore to the three OMCs. The Centre
argued that the payment would help
the OMCs ensure unhindered domestic
LPG supplies.

Officials from the three companies
did not offer any comment on the
development.

The stocks of all three OMCs took a
hit during Wednesday’s trade.

HPCLs shares closed 2.44 per cent
lower, BPCL was 1.39 per cent down,
while IOC fell by 1.18 per cent from the
previous day’s close.

Analysts tracking these OMCs, how-
ever, do not expect any price-change
related major losses to be incurred for
the LPG segment at the prevailing
propane prices. More than 60 per cent
of India’s LPG needs are met through
imports, of which propane is an impor-
tant component.

“Saudi Contract prices for propane
is at $385, which will move up to $470
September onwards and another hike
is expected of $560-570 October
onwards. At the current propane
prices, there will be no losses,” said an
oil and gas analyst.

“The previously held high LPG
prices have left OMCs with a significant
surplus, which will support even the
October propane price levels,” the ana-
lyst added.

Prices of 14.2 kg domestic LPG
cylinders had last seen a price hike in
March this year, when it was raised by
350. Before this, prices were raised back
in July, 2022.

DOWNWARD TREND

WEAREVERY CLEAR IN OUR
MINDS THATWEWILL BUY OIL
FROMWHEREVER WE CAN GET
ITASLONGASITIS DELIVERED
TOOUR POINTOF IMPORTATION
ATOUR PORTS ATTHE LOWEST
POSSIBLE PRICE

HARDEEP PURI
PETROLEUM MINISTER (TOLD ET NOW)

INTERNATIONAL FOB*
LPG PRICES 2023
($/mt)

March 732 I

April 549
May 555 I
July 385 N

Note: June data was not made available;
mt: Million tonnes; FOB: Free on board
Source: Petroleum Planning and Analysis Cell
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Fallin cylinder price may cool
Septinflation by up to30bps

RUCHIKA CHITRAVANSHI
New Delhi, 30 August

The cut in cooking gas prices by 3200 per cylin-
der, announced on Tuesday, may reduce retail
inflation rate by 20 to 30 basis points (bps) in
September.

According to analysts, this move will bring
inflation below the central bank’s upper toler-
ance limit of 6 per cent.

An analysis by Citi Research noted that LPG
has a direct weight of 1.29 per cent in the con-
sumer price index (CPI) and could indirectly
impact prepared meal prices with a lag.

“This could lower inflation by 30 bps, and
along with tomato price reversal, it raises the
possibility of a below 6 per cent print in
September 2023. We estimate consumer savings
from the LPG price cut for the rest of FY24 to be
200 billion or 0.07 per cent of the gross domes-
tic product (GDP),” the Citi report said.

IDFC First Bank’s research points towards a
similar trend in the September inflation num-
bers. It said the maximum impact of the decline
in vegetable prices will be felt in the September
CPI print, which is tracking at 5.6 per cent.

“Our September estimate assumes further
decline in tomato prices and incorporates the
impact of the LPG price cut,” it said.

The decision to cut the price of domestic LPG
cylinders by %200 for all connections comes
amid high inflation and ahead of the crucial state
and general elections. Retail inflation surged to
a 15-month high of 744 per cent in July on the
back of skyrocketing prices of vegetables, pulses,
cereals, and spices. In its latest monetary policy
review, the Reserve Bank of India (RBI) raised
its inflation forecast to 6.2 per cent for the
September quarter and 5.4 per cent for FY24
while keeping the policy rate unchanged at 6.5
per cent. “The LPG price cut will surely have a
soothing effect on inflation. We have to see how
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long it will last and whether it could be rolled
back after the elections. This cut could also be a
precursor to other subsidies,” said Madan
Sabnavis, chief economist, Bank of Baroda.

However, IDFC’s report said there is a risk to
inflation estimates from the uneven monsoon
with August rainfall deficit tracking at a histori-
cal high. One of the key things to watch would
be any spike in onion prices due to possible
demand-supply shortfall in September.

Price of the 14.2 kg domestic LPG cylinder
was last changed in March this year when it was
raised by I50. Before this, the domestic LPG
cylinder price was raised back in July 2022.

The last fiscal intervention on fuel prices was
in May 2022 when the government had cut
excise duties on petrol and diesel.

It also announced a 200 LPG subsidy for
poorer consumers under the Ujjwala scheme for
upto12cylinders. Economists feel that the mar-
ket focus will now shift towards petrol and diesel
prices, which have remained unchanged for over

a year now. “Unlike LPG, the current interna-
tional crude and product prices do not give oil
marketing companies (OMCs) room to cut
petrol/diesel retail prices on their own. Any
potential reduction in these prices may need to
come viaexcise duty cuts, which cannot be ruled
out in the run-up to the crucial state elections,”
the Citi research said. According to it, a5 per
litre cut in excise duty would entail a fiscal cost
of ¥400-450 billion or 0.15 per cent of GDP for
the second half (September-March) of FY24. It
will bring down inflation by 10-15 bps.

Experts feel that the move is likely to start
discussions on whether there will be more fiscal
measures to control inflation and support rural
incomes in a pre-election year.

“The key issue is finding a balance among
various government objectives of inflation con-
trol, ensuring adequate availability of food-
grains, supporting rural income growth, main-
taining fiscal stability, and giving a free hand to
OMCs,” Citi Research said.
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0il marketing companies felt initial jitters about the Centre’s move

Govt to bear prlce-cut burden

FC CORRESPONDENT
NEW DELHI, AUG. 30

Day after the government
announced the price cuts
on domestic cooking gas
eylinders, minister for
petroleum and natural gas
Hardeep Singh Puri on
Wednesday has affirmed
that the government
would take the burden of
the T200-price cut
announced on domestic
cooking gas cylinders. The
minister has also noted
that the Centre and the oil
marketing companies
(OMCs) need to make joint

@ OMCS HAVE
demonstrated a
healthy performance
in Q1 of 2023, and
are projected to dis-
play a positive and
reassuring perform-
ance in the second
quarter as well.

efforts to economically
insulate the common man.
The Union Cabinet on
Tuesday had announced
the LPG price cut to ease
the load of inflation on
domestic consumers. The

Centre's move had sent
initial jitters among the
oil marketing companies
(OMCs), projecting a cost
impact to the tune of near-
Iy T 7,500 crore, “It has
always been a question as

to who will bear the cost
impact of a price drop in
the energy sector,” he
said.

“OMCs have demonstrat-
ed a healthy performance
in the first quarter of fis-
cal 2023, and are projected
to display a positive and
reassuring performance
in the second quarter as
well. Though they had ini-
tially taken a loss, they
recovered later, supported
by the Centre, said the
minister. This, in turn,
insulated the nation's
economy as well the con-
sumer ecosystem from

every kind of macroeco-
nomic shocks,” Puri said.
Puri also added that the
Cabinet decision to reduce
eylinder prices was taken
after consultation with Oil

Marketing Companies
{OMCs).
“Both OMCs and the gov-

ernment have collaborat-
ed to make this price cut
possible. Have no doubt
that OMCs’ good perform-
ance in @1 will continue
in @2 as demonstrated
that they are corporate
benefit citizens,” the per-
troleum minsiter further
added.
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Govt will bear impact of LPG price cut,
says ol minister Hardeep Smgh Puri

INFORMIST / Mumbai

Union Minister of Petroleum
and Natural Gas Hardeep Singh
Puri on Wednesday said the gov-
ernment will bear the impact of
the price cut in liquefied petrole-
um gas during an interview.

On Tuesday, the Union Cabi-
net had approved reducing the
prices of domestic LPG by Rs 200
per cylinder for all users in a bid
to give beneficiaries some relief
in the face of high inflation.

In the interview, Puri said that
despite the subsidies, the coun-
try's fiscal deficit remains under
control.

Further, the government isn't
unduly concerned about high

crude prices, which are at
$85/bbl, the minister said. The
government had earlier reduced
the excise duty to lower the im-
pact of higher crude prices, he
said.

On concerns about decreasing
discounts on oil imports from
Russia, Puri said India has di-
versified its sources of supply to
39 countries from 27 countries

Puri said that despite
the subsidies, the
country's fiscal deficit
remains under control

earlier. India will buy oil from
wherever it can as long as it is
delivered to the country's ports
at the lowest possible price. "Dis-
counts will be part of the game
whether vou get it from one
source or another" said Puri.

As far as India’s rupee trade
with the United Arab Emirates
is concerned, the minister said
the rupee-dirham settlement for
oil trade is in the infant stage
currently
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India will buy oil from anyone who
offers the ‘lowest possible prices’

New Delhi: India will buy oil from all sourcesthat offerit at the
“lowest possible prices”, oil minister Hardeep Singh Purisaidon
Wednesday. India hasbeen buying crude oil from Russia, which
is now itstop oil supplier, at discounted pricessince the Western
nations imposed import curbs following its invasion of Ukraine
last year. “We are very clear in our minds that we will buy oil from
wherever we can get it as long as it is delivered to our point of
importation at our portsat the lowest possible price,” Puri told
ET Now. REUTERS
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LPG Cut to Cool Inflation by
10-30 bps this Fiscal: Experts

Inflation in LPG had declined to 4.9% in July, compared with 11.8% in April-June quarter

Ishaan.Gera@timesgroup.com

New Delhi: The cut in LPG prices
islikely tobringdown thisfinanci-
al year’s inflation by 10-30 basis po-
ints (bps), with a 20-30 basis points
decline in September alone, accor-
ding to economists. Inflation is lik-
ely to fall below 6% in September,
they said. A basis point is a hund-
redth of a percentage point.
“Our September estimate assu-
mes a further decline in tomato
prices and incorporates the im-
pact of LPG price cut,” said Gau-
ra Sengupta, economist, IDFC
First Bank, forecasting 5.6% in-
flation in September. Paras Jas-
rai, senior analyst, Ind-Ra, peg-
ged the annual impact of inflation
at10-20 bps. “The new measure wo-
uld be especially helpful for the lo-
wer income strata which is batt-

Foot off the Gas
EXPERTS SAY SEPTEMBER
INFLATION TO FALL BELOW

6%, HELPED BY LPG PRICE CUT

10-30 bps lower

concerns remain

ling high food inflation,” he said.

On the other hand, Madan Sabna-
vis, chief economist, Bank of Ba-
roda, said the impact of LPG price
cut on inflation could be 0.26 bps.

An ET analysis shows that LPG
prices were cooling off even before
the cut. Inflation in LPG had drop-
ped down to 4.9% in July, compared
with 11.8% in the April-June quar-
ter and 18.3% in2022-23. The govern-
ment on Tuesday slashed LPG pri-
ces by 2200 per cylinder for all custo-
mers, making gas cylinders chea-
per by 2400 for beneficiaries under
the Ujjwala Yojana.

INFLATION CONCERNS REMAIN
Inflation had climbed to 7.4% in
July, breaching the Reserve Bank
of India’s (RBI) upper tolerance
band of 6% for the first time this
year. Economists indicate that it is
likely todo so again in August.

An ET poll of 17 economists last

week pegged the median inflation
forecast for 2023-24 at 5.5%, higher
than the RBI'sestimate of 5.4%.

However, economists said there
areupside risks to inflation.

“The risk to our inflation estimate
is from uneven monsoon perfor-
mance, with August rainfall deficit
tracking at a historical high. The ri-
sing strength of El Nino has resul-
ted in a 33% rainfall deficit in Au-
gust,” Sengupta said. Economists
said the global conditions were not
too conducive for domestic infla-
tion either.

“The upside risk to food inflation
also stems from a risk of higher
pass-through of the recent sequen-
tial uptick in global vegetable oil
prices (12.1% month-on-month) into
the domestic consumption basket,
thereby adding to imported infla-
tion,” Rajani Sinha, chief econo-
mist, CareEdge, said in anote.
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LPG cut: 78.5k cr relief to buyers

HOW PRICES HAVE MOVED IN LAST 10 YEARS

Sidhartha & Sanjay Dutta | Tnn

New Delhi: The government
is likely to put LPG (cooking
gas supplied to households
in cylinders) price on freeze
for the rest of the year, after
announcing a cut of Rs 200
per cylinder on Tuesday, pro-
viding a relief of over Rs
18,500 crore to consumers du-
ring the remaining seven
months of thefiscal.

State-run fuel retailers
are left with an estimated
profit of more than Rs 100
per domestic refill even af-
ter the reduction. The go-
vernment has decided to
compensate them for any
possible losses after recon-
ciling the accounts for the
year, sources told TOL.

The reduction of Rs 200
in the price of refills is esti-
mated to provide an annual
relief of Rs 32,000 crore for
33 crore households, given
that nearly 160 crore refills
were consumed in 2022-23,

| Jan 2014
1,241
1273
1,200 1,234
1,270
900 -
1,021
1,038
6004 1,014
1,0505
300
Dec2013 Jan2014  Jan2015

Jan 2016

Prices of non-subsidised LPG in metros
(% per 14.2 kg cylinder)

Delhi

—

mmbai Chennai Kolkata

-

Source: Petroleum ministry

Jan 2017 Jan 2018 Jan 2019

903
902
918

929

Jan 2020 Jan2021  Mar 2022 Mar 2023

Officials, however, expect
higher consumption this year
as the 75 lakh new Ujjwala
connections will be given and
beneficiaries, who had joined
the scheme earlier, are expec-
ted to buy more cylinders now
that the relief has been incre-
ased to Rs 400 for them. Ujjwa-
la households currently have
an average annual consump-

tion of four cylinders, while it
hovers above eight for general
category consumers.

“At this point of time, it is
not possible for the govern-
ment to assess how prices
will behave for the remai-
ning part of the vear. But gi-
ven that the current price is
the administered price, we
will compensate the oil com-

panies in case they face any
shortfall,” said a source.

The government had in
2022-23 given a one-time grant
of Rs 20,000 crore to state-run
fuel retailers for not raising
domestic gas refill prices, in
spite of a surge in benchmark
Saudi Contract Price. India is
heavily dependent on imports
for meeting LPG demand.
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LPG price cut: PSU oil firms to
pick bill of non-Ujjwala users

PRICE ADVANTAGE. With global prices down, no under-recoveries on cylinders for OMCs

I

Shishir Sinha
Rishi Ranjan Kala
Mew Delhi

State-run  Oil Marketing
Companies (OMCs) will bear
the cutin the price of LPG for
all non-Ujjwala consumers, a
senior government official
clarified on Wednesday.
While it is not clear whether
the OMCs will be com-
pensated by the government,
it is expected that they will
have no under-recoveries for
at least for next 2-3 months.

“The general cut is borne
by the OMCs. Only for
Ujjwala customers, the sub-
sidy is borne by the govern-
ment,” a senior official told
businessline.

Officials of PSU OMCs
said that as international
FOB prices of liquefied pet-
roleum gas (LPG) started
softening in April, there has
been no under-recovery on
domestic cylinder supply so
far.

BUDGET MATH

The government said on
Tuesday that, effective Au-
gust 30, the price of a 14.2 kg
LPG cylinder will be reduced

International FOB
prices/exchange rates

N
(B2.61)

—

e 281 (023/50mne)
B
. e T

W FOB Price M Sauwdi Aramco O5P [Propane]
() Exchange Rate

Source: PRAC

by 3200 across India. How-
ever, the net reduction for
Ujjwala customers will be
%400, as there is already a
subsidy of ¥200. The govern-
ment has estimated the sub-
sidy amount for Ujjwala con-
sumers at I7,680 crore for
FY24.

The government has not
furnished details on the in-
crease in the subsidyafter the
latest reduction. However,
reports suggest this could go
up by 4,000 crore for FY24.
The  government  has
provided ¥180 crore for LPG
Direct Benefit Transfer

Net profit
(Consolidated/In ¥ crare)

| PsU
10,664

oil
BPCL
HPCL

c

L]
b=
=

Souree: Stock Exchanges

(DBT) in the Budget, which
means additional amounts
can be provided via Supple-
mentary Demands for Grants
during the winter session of
Parliament.

MARKET DYNAMICS
Data from the Petroleum
Planning and Analysis Cell
(PPAC) show that interna-
tional FOB (Free On Board)
prices of LPG have been inch-
ing south since April, reflect-
ing softening global prices,
which indicate that OMCs
could be making a profit from
selling LPG cylinders.
Sources said there may be
no under-recoveries with
OMCs at present, as losses

for FY22 and FY23 were
covered by the ¥22,000-crore
relief.

Besides, current propane
prices at Saudi Aramco have
come down from the highs of
2020 and 2022. International
LPG prices between April
2020 and April 2022 had
surged around 300 per cent,
rising from $236 per tonne in
April 2020 to $750 in June
2022, and then to $790 in
February 2023.

Since then, India’s FOB
prices have also dropped
from $790 a tonne in Febru-
ary to $385 in July. Aramco
slashed propane prices by
$105 a tonne to $450 for
June, getting reflected in In-
dian prices with a month’s
lag. In April, prices were also
cut by $165 a tonne. This re-
flects higher global supplies
and alack of demand.

However, Aramco has
raised prices for August by
$70 m-o-m to $470 a tonne,
which will reflect in India’s
FOB prices in September.
Higher prices indicate a
rising demand for the festival
season and winter heating.
The downside could be lower
demand from China’s petro-
chemicals sector.
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Oil companies are paying Instagram, TikTok influencers for ads

AFP
feedback@livemint.com
PARIS

il companies are pay-
ing popular influen-
cers to pump their gas

on social media, sparking a
backlash from some climate-
conscious fans for promoting
planet-warming fossil fuels
among young people.

Young online celebrities
best known for posting about
video games, their dogs or
their holidays to millions of
followers are also droppingin
unexpected plugs for gasoline
stations, fuelrewards and club
cards.

AFP found cases of such
spots in India, Mexico, South
Africa and the United States
that promoted major oil firms
such as BP, Chevron, Exxon-
Mobil, Shell and TotalEner-
gies on platforms including
Instagram, TikTok and
Twitch.

“Come withmeto get some
snacks at my family Shell gas
station,” says one TikTok
influencer, dubbed The Petrol
Princess, who usually models
wigs for her 2.7 million follow-
ers.

Heraccount is tagged as a
“paid parmership” inline with
the platform’s rules.

In a separate investigation,
DeSmog, anewssite reporting
on climate disinformation,
said it found more than 100
influencers who had pro-
motedoil and gas companies—
including a Filipina grand-
mother who usually posts
about her family.

Analysts say companies are
targeting young people on
social media toshore up their
oil and gas-based business
evenas countriesseek cleaner
alternatives to limit global
warming, which is caused
overwhelmingly by burning
fossil fuels.

“Many young people are

well aware of the urgency of
the climate crisis and take a
dim view of fossil fuel compa-
nies,” which are now seeking
to “build upsocial capital” with
such audiences, said Melissa
Aronczyk, a professor of com-
munication and information at
Rutgers University.

Some sponsored posts have
received a mixed welcome.

One gamer. who has
178,000 followers for her
@chicaaccount on Instagram,
drew sighs of dismay with a
recent post showcasing a new
Shell-sponsored feature in the
video game Fortnite.

“Tunderstand you have to
make money but advertising a
fossil fuel company in 2023
ain't theway,” wrote oneofher
followers.

AFP found videos promot-
ing products for US oil giant
ExxonMobil, including one by
apregnant motherat a gas sta-
tion using the company’s
rewards programme, and one

AFP found videos promoting products for US oil giant
ExxonMobil.

byawedding-themed influen-
cer.

“ExxonMobil, like many
companies, works with influ-
encers to educate consumers
about the full benefits of our
fuel rewards program,” com-
pany media relations spokes-

REUTERS

person Lauren Kight told AFP
inan email.

A Shell spokesperson who
asked not to be named told
AFP it used advertising and
social media to promote its
low-carbon products, but
declined to provide examples.

They would not comment on
the paid partnerships for pet-
rol products.

Inasearch of Shell renewa-
ble fuel-related hashtags, AFP
found just a handful of Insta-
gramposts promotingitselec-
tric car-charging

cally suspect in other ways,
because it’s encouraging more
use of a product thatisactively
harming people.”

He said it was hard to gauge
the scale of such advertising
dueto inconsistent labelling.

In one snap-

application. DeSmogsaidit  shot, analysis

BP, Chevron foundmorethan publishedin2021
and TotalEner- 100 influencers by the think tank
gies did not who had InfluenceMap
respond  to promoted oil found that oil
requests to com- fi —iriciudi companies spent
ment. rMS—INCIUdiNga <1 nillion on

Duncan grandmother Facebookadsina
Meisel, executive —_— year.

director of Clean
Creatives, a campaign to
encourage PR and advertising
professionals to abandon fos-
sil-fuel clients, said an influen-
cer ad for fossil fuels was
“probably less questionable
than one focused on green-
washing” -- where companies
exaggerate their climate
efforts.

But he judged it “more ethi-

Instagram and
TikTok demand users label
branded content when they
have been paid or received
gifts fromthe company, along
with restrictions on advertis-
ing dangerous products, They
do not list fossil fuels among
these.
Although endorsements by
“third-party” personalities are
a long-standing technique in

advertising, Meisel and Arone-
zyksaid fossil fuel firms’ bid to
courtinfluencers could back-
fire.

“Growing upon your vidsto
watch yousell outtoone ofthe
most unethicaland inhumane
company (sic) in existence,”
wrote oneof several dismayed
followers to another gamer
who plugged Shell fuel in an
Instagram video.

“Sodevastating... There’sno
way you needed the money
thatbad.”

None of the influencers
mentioned in this story
responded to requeststo com-
ment.

“Influencersthat work with
fossil fuel companies should
expect their reputation to take
ahit,” said Meisel.

“Fossil fuel companies are
the world's biggest polluters,
deeply disliked by young peo-
ple -- and foranyone who sees
thesevideos, the unfollow but-
tonisnever faraway.”
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OMCs have headroom
to bear LPG price cut

MANISH GUPTA
New Delhi, August 30

PREVAILING LOW LPG prices may provide
enough cushion to cil marketing companies
(OMCs) to bear the ¥200 per cylinder price
cutannounced onTuesday bythe government,
which maynot give them any subsidyfor this.
The average international free on board
(FOB)price for LPG(SaudiAramao),whichwasat
ahigh of $948 per metrictonne in May 2022,
has been lower than $700 for most of the past

12 months. [t was 5455 per

tonne of LPG in July,as per

e the Petroleum Planningand
Citi: Cut Analysis Cell (PPAC).
to soften “The Arab Gulf LPG
inflation prices are substantially
¥ PAGE? down. [ don't think this cut

will pinch OMCs much as
they have some headroom in reducing prices,”
said Prashant Vasisht,vice president and co-
head of corporateratings at Icra.

Whilenone of the major state-run OMCs —
Indian Oil, Bharat Petroleum and Hindustan
Petroleum — responded to queriesrelated to
the price cut,a rough calculation shows they are
inahealthy position to bearthe impact.

Continued onPage 11

INAHEALTHY SPOT

Standalone net profit/loss of
oil marketing companies = cr)

sl mil
F¥23 FY24

Source: BSE

~
April 2022

898

Average
international
LPG FOB price
(Saudi Aramco)

[§ per metric tonne) suly 2023

455

Source: PPAC
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OMCs have
room to bear
LPG price cut

At $400 per metrictonneof
LPG, the FOB price percylinder
comes to 465 andwith freight
anddistributioncharges, the per
cylinder(14.2 kg)cost forOMCs
isinthe range of ¥550 o T600.

The LPG price, whichisata
historic low, is expected to
increase to a level of $600 to
$700.Evenat$700,FOBprice of
LPGwouldbe ¥815 per cylinder,
which along with freight and
distributionchargeswouldbeat
a break-even level.

Petroleum and natural gas
minister HardeepSingh Puri, in
a television interview on
Wednesday,said the OMCs have
posted healthy profitsinthe first
quarter and are likely to con-
tinue the performancein Q2 as
well“The OMCs demonstrated
thattheyare good corporate cit-
izens. The price cut has bene-
fited the consumers and the
overall economy,” Puri said,
adding that the economy has
been insulated from shocks
related to availability and
affordability. Puri said the price
cutisacombinationofverybold
political decision by Prime Min-
ister Narendra Modi and the
OMCs. It will have far-reaching
impact on the entire economy
and is a gift on occasion of
Onamand Rakshabandhan.

On possiblereduction in the
price of auto fuels, the oil minis-
tersaid the Centre has reduced
excise on two occasions in
November2021 and May2022.
Further,all BJP-ruled states have
reduced their VAT. “If the BJP
statescan reduce VAT,s0 can the
non-BJP states; and if they
reduce the VAT, we will be very
happy to look forward for the
next step,”said Puri.

While the government may
reduce the tax component on
auto fuels to make them
cheaper,the OMCsarenotina
position to reduce diesel prices
with marketing margins cur-
rentlyin the negative,around ¥2
perlitre.

In petrol, the OMCs are still
making a healthy marketing
margin inthe range of T4 to ¥5
a litre,and hence a cut in petrol
priceby OMCs isstill feasible.

FINANCIAL EXPRE %

Page No. 1, Size:(18.71)cms X (20.82)cms.
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OMCs may have to
bear burden of LPG
cylinder price cut

ENS ECONOMIC BUREAU @ NewDelhi

THE oil marketing companies
(OMCs) might have to absorb
the 200 a cylinder price cut in
cooking gas (LPG) announced
by the government on August
29, 2023.

According to a report citing
sources in the petroleum min-
istry. the bumper earnings in
the first five months of the cur-
rent fiscal and international
benchmark coming off its
highs will help state-owned
OMCs to meet this expense. It
means the government may not
compensate the oil companies
for reduction in LPG price.

After the reduction, the 14.2
Kg LPG cylinder price will
come down to 903 from 21,103
earlier in Delhi. Simi-
larly, for Ujjwala bene-

Q

LPG at below cost in the previ-
ous two years.

In an interview, petroleum
minister Hardeep Singh Puri
said OMCs have demonstrated
a healthy performance in the
first quarter of fiscal 2023, and
are projected to display a posi-
tive and reassuring
performance in the

ficiaries, a cylinder second quarter as well.
will cost T703. The companies initial-
Meanwhile, all the Least “"*: i 1vincurredaloss, they
three state-owned ;;:n"::::k:m recovered from it
OMCs, Indian Oil Cor- Bandhan later, supported by the
poration Limited celebrationsand £OVernment.
(I0CL), Bharat Petro- reduce VAT on The minister also
leum CorporationLim- petrolanddiesel urged the non-BJP
ited (BPCL) and Hin- inthe states states to cut value add-
dustan Petroleum where it has ed tax (VAT) on petrol
Corporation Limited  8ovemments  .n4 djesel.
(HPCL) posted a petroleun minister “Least which Con-
healthy growth inthe  HadeepSinghPui  gress can do is to join

last two quarters. For
instance, IOCL posted
a net profit of ¥13,750.44 crore,
BPCL 10,644 crore and HPCL
a net profit of 6,203.90 crore.
In October 2022, the govern-
ment had announced a one-
time grant of ¥22,000 crore to
OMC s to cover for the losses
they had incurred on selling

the Raksha Bandhan

celebrations and re-
duce VAT on petrol and diesel
in the states where it has gov-
ernments, instead of ascribing
imaginary reasons to PM
Narendra Modi's decision to re-
duce cost of LPG cylinders by
2200 as a festive gift for our sis-
ters!,” tweeted the minister.
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OMCs to absorb LPG price cut,
govt suh5|dy unlikely for now

SUKALPSHARMA
MWEW DELHI, AUGUST 30

PUBLIC SECTOR oil marketing
companies (OMCs) are likely to
absorb the Rs 200-per-cylinder
cut in cooking gas prices an-
nounced by the govemment and
are notexpecting to be compen-
sated by the government, at least
for the ime being, senior exec-
utives with the OMCs said. The
three companies--Indian Oil
Corporation (10C), Bharat
Petroleum Corporation (BPCL),
and Hindustan Petroleum
Corporation (HPCL)--are still
awaiting clarity on whether
there will be any compensation
atall down the line.

The OMCs on Wednesday
slashed the priceofliquefied pe-
troleurn gas (LPG) cylinders for
all domestic LPG consumers by
Rs 200 per 14.2-kg cylinder in
line with the Centre's announce-
ment, which the government
had termed as agiftontheocca-
sion of Raksha Bandhan and
Onam. However, the govern-
ment has so far not clarified
whether or not it plans to foot
the bill for this price reduction,
which will benefit over 31 crore
domestic LPG consumers in the
country.

This decision by the govern-
mentcomesahead of Assembly
elections in five states later this

$TheIndianEXPRESS "
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The OMCs slashed the price of LPG cylinders for all domestic
LPG consumers by Rs 200 per 14.2-kg cylinder. Expressfile

year andthe Lok Sabhaelections
next year. In the run-up to the
Assembly  elections, the
Congress has promised to pro-
vide LPG at Rs 500 per cylinder
in Madhya Pradesh if voted to
power. Its government in
Rajasthanhasalready cut the ef-
fective price to Rs 500 percylin-
der for poor households by pro-
viding additional subsidy
support. Both these states, along
with Chhattisgarh, Telangana,
and Mizoram, are going to polls
later this year.

“For now, there has beenno
talk of any compensation. The
OMCs have cut the price as per
the government's directive. Itis
difficult to say if we will receive
any compensation or subsidy
support for thislater," said a sen-
ior executive with an OMC, re-

31 August 2023
https://epaper.indianexpress.com/c/73331599

questing anonymity.

Aseniorofficial with another
OMC concurred. “To the extent
the decision to cut the price is
concerned, there is absolute clar-
ity. But will there be compensa-
tion from the government at a
later date, we don't really know
at present. Maybe we will have
to wait for sometime to getclar-
ity," said the official, who also de-
clined to be identified.

The officials said that given
thestrong financial healthof the
three companies at present, they
should be able to absorb the hit
rather comfortably. All three
companies reported robust
earnings for the April-June quar-
ter. However, it would be a dif-
ferent story if they experienced
the kind of stress they went
through last year as energy mar-

kets urned extremely volatile in
the wake of Russia's invasion of
Ukraine. An e-mail sent to the
petroleum ministry seeking clar-
ityonthe issue did notelicit are-
sponse till press time.

The government stopped
providing LPG subsidy in the
early months of the 2020-21 fis-
cal, when global oil and fuel
prices had crashed. Later, sub-
sidy was brought back, but only
for poor households covered in
the Ujjwalascheme. The govern-
ment currently provides a sub-
sidy of Rs 200 per cylinder to
Ujjwala beneficiaries by way of
direct bank transfers forupto12
refills peryear.

Evenasthegovernment was
not giving subsidy to non-
Ujjwala consumers, it did pro-
vide a one-time grant of Rs
22,000 crore to the three ONMCs
lastyear to compensate them for
selling LPG at aloss for the previ-
ous two years, which had re-
sulted in accumulated losses of
Rs 28,000 crore.

The grant came at a time
when the OMCs were grappling
with significant losses, particu-
larly in the fuel retail segment.
However, the companies have
now largely recovered from last
year's losses and industry insid-
ers do not expect the govern-
ment to be as eager to help the
companies through a special fi-
nancial grant.

5
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PLI likely for chemicals, not petchem

Rinik Kundu
;hik.kundu@livemintcom
NEW DELHI

he finance ministry is
T considering introducing

a production linked
incentive (PLI) scheme forthe
chemicals sector, but there
aren’t any proposals yet for
such a scheme for the petro-
chemical industry, two senior
officialstold Mint.

APLIscheme forthe chemi-
cals sector is currently being
considered by the finance
ministry, but it hasn’t been
approved yet, said the first
person mentioned above, who
spoke under the condition of
anonymity.

Since funds for PLIschemes
are limited, the government
can make funds available only
tosectors thatreally need such
schemes, the person said. Allo-
cating fundsto specific sectors
for the scheme is decided by
the Niti Aayog, the person
added.

The government is
expected to lay out 13,000
crorein FY24 to firmsthat are
seeking benefitsunderthe PLI
schemes.

A finance ministry spokes-
persondidn’t respond to que-
ries.

Finance minister Nirmala

”
4

Sitharaman told a global
chemical and petrochemical
industry forumin July that the
government will consider PLI
schemesforthe chemicals and

Finance minister Nirmala Sitharaman said in July that govt will
consider PLI for chemicals and petrochemicals.

PRADEEP GAUR/MINT

issuesrelated to pollution con-
trol regulation, rising labour
costs, collaterals, skill develop-
ment, sustainability and the
reduction of carbon emissions,

petrochemicals she said.
industry as India Since funds for “Net Zero can-
pushes to  PLIschemesare not be achieved
become a manu-  [imjted, thegovt unless each
fact uring hub. can make funds  ndustry ?O?tn b-
' ‘Sltf?a_raman available only for L\IIIGS to it,” she
also said that said.

while the chemi- sectors tha‘f Under the PLI
cals and petro- really need it scheme, the gov-
chemicalssectors ernment offers
arecrucial for the companies incen-

economy, they face major
challenges that need to be
addressed.

These challenges include

tives on incremental sales
from products manufactured
indomestic units. Itisaimed at
boosting India’s manufactur-

ing prowess and reliance on
imports.

At present PLI schemes are
available in 14 sectors --
mobiles, medical devices, tele-
com/networking products,
automobiles and auto compo-
nents, drones and drone com-
ponents, specialty steel, elec-
tronie produets, solar PV mod-
ules, advanced chemistry cell
battery, white goods, pharma-
ceuticals, drugs, food products
and textile products.

“The strategy behind the
scheme is to offer companies
incentives on incremental
sales from products manufac-
tured in India, over the base
year,” the ministry of com-
merce and industry said in a
statement in April 2021, after
PLI schemes for nine sectors
were approved.

“They have been specifi-
cally designed toboost domes-
tic manufacturing in sunrise
and strategic sectors, curb
cheaper imports and reduce
import bills, improve cost
competitiveness of domesti-
cally manufactured goods, and
enhance domestic capacity
and exports,” it had added.

Thegovernment constantly
reviewsits PLIschemestoadd
new sectors to its ambit to
addressstructural issues ofthe
economy.
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Will Increase Share
of NatGas 2.5x by
2030, says I0CExec

Sanjeev.Choudhary
@timesgroup.com

New Delhi:Indian Oil Corpisplanningtoboost its
natural gas consumption two-and-a-half times by
2030 in its quest for carbon neutrality; its refinery

chief hassaid.
Indian Oil has set a net zero operational emis-
sions target by 2046 and increasing

-_— the use of less-emittinggasisakey
Indian Oil element of that plan. “Our natural
plansto gas consumption strategy is part
doubleits of the national goal to increase the

petrochem share of gas in primary energy
production consumption to 15% by 2030 from
capacityfrom the current 6%,"” Sukla Mistry, Di-

the current rector (Refineries), told ET.
4.1 mmtpato Currently, Indian Oil’s refineries
8.2 mmtpa together consume about 8.5 million

by 2026-27 metric standard cubic meters a day

(mmscmd) of natural gas. The use
of naphtha is expected to increasingly fade at refine-
ries as gas consumption rises.

AtIndian Oil, naphtha and natural gas currently
contribute almost equally to the production of
hydrogen as well as electricity used by refineries.

The company is also rapidly expanding its refi-
ning and petrochemical business. It plans to invest
more than 21 lakh crore to increase its refining ca-
pacity by a third to 107 million metric tonnes per
annum (mmtpa) by 2026.




BUSINESS LINE, Delhi, 31.8.2023

Page No. 2, Size:(9.47)cms X (18.60)cms.

Will LPG ‘gift’ prove costly for OMCs

—
Radheshyam Jadhav
Pune

The Cabinet decision to re-
duce the price of domestic
LPG cylinders by ¥200 ahead
of election season has been
termed as a “Raksha Bandhan
gift” by Prime Minister Nar-
endra Modi. However, the
“gift” is likely to prove extra
costly for the oil marketing
companies (OMCs), which
already suffer huge losses on
the sale of domestic LPG.

DATA FOCUS.

According to the Ministry
of Petroleum and Natural
Gas, India imports more than
60 per cent of its domestic
LPG requirement and the
government continues to
modulate the effective con-
sumer price of domestic LP-
G. Under the Direct Benefit
Transfer for LPG (DBTL)
scheme, subsidy is deposited
in the bank accounts of eli-
gible beneficiaries.

During 2020-21to 2022-23,
the average Saudi CP (the in-
ternational benchmark for
LPG pricing) went up from
$415 per mt to $712 per
mt. According to the govern-
ment, the increase in interna-
tional prices was not fully
passed on to the citizens, due
to which the OMCs suffered
under-recoveries of approx-
imately ¥28,000 crore on the
sale of domestic LPG.

The funds allocated for the
DBTL scheme (Budget estim-
ates) for 2023-24 are the same
as in 2022-23 (revised estim-
ates) at Y180 crore. The alloc-
ation for Pradhan Mantri
Ujjwala Yojana (PMUY) for
2022-23 at the Budget estim-
ates stage was I800 crore,
which was revised to 38,010
crore.

UJTWALA SCHEME

PMUY was launched on
May 1, 2016, to provide de-
posit-free LPG connections
to adult women members of
poor households. The target
of eight crore connections
was achieved in September
2019. PMUY phase-2 (Ujjwala

The LPG price dilemma

Retail selling price of domestic LPG at Delhi
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2.0) was launched in August
2021 with a target of one
crore additional PMUY con-
nections, which was achieved
in January 2022.

Subsequently, the govern-
ment decided to release 60
lakh more LPG connections
under Ujjwala 2.0 and, as of
January 1, 2023, the target of
1.6 crore Ujjwala 2.0 connec-
tions has been achieved. A
total of 5.43 lakh LPG connec-
tions have been provided to
migrant households under
Ujjwala 2.0.

LPG CONSUMPTION

Per capita consumption of
14.2-kg cylinders by PMUY
beneficiaries has increased
from 3.01 (FY2019-20) to

3.71 (FY2022-23). As of July
1, there are about 9.59 crore
PMUY beneficiaries, of whom
8.41 crore have taken at least
one refill during 2022-23.
India’'s LPG consumption
has increased from 19,623
TMT in 2015-16 to 28,503
TMT in 2022-23. LPG cover-
agein the country has gone up
from 62 per cent in 2016 to al-
most 100 per cent, and the
number of active LPG do-
mestic connections has more
than doubled from 14.52
crore on April 1, 2014, to 31.5
crore in July 2023. While at
the national level the LPG
coverage is near-saturation,
there are a few pockets where
it is additionally required, ac-
cording to the Ministry.
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