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Nayara Charts Expansion Plan

New Delhi: Nayara Energy, Indi-
a’s largest private fuel retailer,
plans to add 400 petrol pumps this
year to expand its retail network
across vario-
us states, the
firm said on
Sunday.
With 6,500+
retail outlets
across India,
Nayara
Energy has
been adding
new retail
outlets to its
network and

has been growing steadily across
various states such as Gujarat,
Maharashtra, Tamil Nadu and
Rajasthan. In astatement, Nayara
said it *is well on track to add 400
retail outlets this year”.

In line with its plans to aggressi-
vely grow in India, Nayara Energy
has also revamped its dealer pro-
gramme to onboard new dealers
and give a boost to local entrepre-
neurship. It is now inviting appli-
cationsfornew dealershipsacross
the country to open petrol pumps.

Nayara operates a 20-million
tonnes a year refinery at Vadinar
in Gujarat. —em
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STATE-OWNED OIL MARKETING
companies(OMCs) are likelytoregis-
ter subdued gross refining margins
(GRMs) during FY26 due tosluggish
global consumer and industrial
demand, particularly in China, and
additional supply from global refin-
erycapacityexpansions,according to
analysts. However, robust domestic
demand for petroleum products,dri-
ven primarily by diesel, petrol and
LPG, is expected to support healthy
marketing margins during FY26.
According to India Ratings, the
credit profile of downstream com-
panies is likely to remain stable in
FY26. The agency attributes this to
strong domestic demand and
healthy marketing margins, which
are expected to offset the impact of
compressed GRMs, resulting ina
solid overall Ebitda. “Petrochemical
(petchem) Ebitda started improving
during FY25, after remainingunder
pressureduring FY24, on account of
an improvement in the spreads for
petrochemical products,” India Rat-
ings stated. The agency predicts that
Ebitda forstandalone petchem play-
ersand the petchem segment ofinte-
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OMCs may see muted refining margins in FY26

SLIPPERY PATH
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grated refinerswillimprove in FY26
comparedto the lows seenin FY 24,
During the firsthalf of FY25,inte-
grated OMCs benefitted from healthy
marketing margins, supported by
declining crude oil prices, subdued
crack spreads and stableretail prices.
“Indian oil and gas demand is
expected to remain strong in FY 26,
leading to an expansion in refinery
andpetrochemical capacities.India’s
refinery capacity is expected to
increase by 22% in the next two-
three years.India Ratings expectsthe
strong demand to be driving oil and
gas investments decisions in India,’
said Bhanu Patni, associate director,
corporates, India Ratings.
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While downstream companies
are expected to maintain healthy
Ebitda, the country’supstream com-
panies maytacea decline in Ebitda
due to moderating oil prices and
reduced production from legacy
tields. However, the impact of low
crudeoil priceisexpected tobe offset
bythe removal of special excise on the
production of crude and an increase
inproduction expected from newdis-
coveries, India Ratings said.

"Upstream companies will con-
tinue to earn healthy margins,
despite the current decline in crude
oil prices,as theywould remain above
$65 perbarrel. Thiswould keepsuffi-
cient cushion in margin, with esti-

https://epaper.financialexpress.com/c/76564811

mated break- even cost of production
at $40-45/bbl, leaving an Ebitda of
$20-30/bbl" it added.

0Oil prices averaged $78.7/bbl in
Q2FY25, declining to $75.2 /bbl in
Octoberand 573.02/bbl in Novem-
ber. Analysts expect crude prices to
remain influenced by geopolitical
developments,demand recovery,and
productioben targets set by OPEC.
“However, for domestic producers,
India Ratings expects some relief
from the impact of decline in oil
prices on account of the removal of
windfall profit tax on crude,” the
agency noted.

For the city gas distribution
(CGD) sector, return on invested

capital is expected to moderate but
remain healthy. However, funding
capex for new geographical areas
could face pressure dueto declining
internal accruals.

“Performance of standalone
petrochemical players may improve
during FY26 astheybenefit froman
improvement in the crack spreads
and easingofthe oversupply situa-
tion created due to the rampant
capacity addition during FY19-
FY24, especially in China," the
agency highlighted.

The government's earlier reduc-
tion in domestic gas allocation to
CGD companies has created chal-
lenges forthe sector. Rising demand
in the CGD segment, coupled with
declining administered price mech-
anism (APM) gas production, has led
to a reduced priority allocation of
APM gas,especially for CNG.

Analysts see the reduced alloca-
tionwill expose the playersin the sec-
torto theriskof managinglong-term
supplycontracts.“CGDcompanieson
ablended basis earnan Ebitda mar-
ginof ¥7-10 per scm, which could
reduce by ¥3.0-4.0/scm depending
on theirvolume mix post the reduc-
tioninallocation of domestic gas for
CGD sector,"IndiaRatings said.
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~ TIME FOR REAPPRAISAL. A checklist of things India
got r‘ight, and the not-so-effective ideas it must
- abandon on its path to net zero
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he renewable energy sec-
tor will witness three
milestone events early in
2025,

First, solar power capacity will
cross the 100-GW mark. Second,
wind power capacity will exceed 50
GW. Third, total renewable energy
capacity in India — counting wind,
solar, wind-solar hybrid, biomass and
small hydro, but not large hydro and
nuclear —will exceed 200 GW.

So, the task before the country —
including policymakers and in-
dustry — is to build on this base. For
that to happen, India must abandon
two things in order to focus ad-
equarely on two other vital needs.

Many industry experts and stud-
ies have pointed out that green hy-
drogen is still some distance away.
None less than Dr Fatih Birol, Exec-
utive Director of the International
Energy Agency, has stated this cat-
egorically. A recent report by the
agency also says pretty much the
same. Another report, by the Inter-
national Institute for Sustainable
Development and the Centre for

Study of Science, Technology and
Policy (CSTEP), after dilating on
why unsubsidised green hydrogen
will be uncompetitive until around
2050, suggested that the govern-
ment should adopt a “revised
timeline, at a realistic level of ambi-
tion”. It also highlighted the burden
on water resources from the use of
electrolysers.

THE SUBSIDY CONUNDRUM

If further reason was needed for
why green hydrogen is not worth
pursuing right now, it came from
the meeting between green hydro-
gen developers and the Ministry of
New and Renewable Energy
(MNRE) on December 19, 2024.
Among the many asks of the de-
velopers was “long-term subsidies”
— for 15-20 years — to “bridge the
gap between grey hydrogen and
green hydrogen”, according to one
participant.

By all accounts, the Ministry did
not find this acceptable. Addition-
ally, the developers highlighted is-
sues with European certification
requirements, high port handling
charges and the grid-related prob-
lems of the power plants that sup-
ply electricity to electrolysers.

So far, 10 developers have been
awarded contracts for 4,12,000
tonnes of green hydrogen and an-
other eight companies for 1,500
MW of annual electrolyser produc-
tion. The green hydrogen industry
appears unlikely to sustain without
subsidies.

Clearly, green hydrogen is fit to
be shelved until technology comes
up with better solutions — such as
solar-powered seawater electrolys-
ers.

MORE HEADWINDS

The second avoidable activity is off-
shore wind. The government has
announced I6,853-crore viability
gap funding for 1,000 MW of off-
shore projects — 500 MW each off
the Gujarat and Tamil Nadu coasts.
This is in addition to the ¥600 crore
grant  for  upgrading  the
Thoothukudi and Pipavav ports to
handle wind project cargo.

The government company SECI
has tendered out seabed leasing
rights for 4 GW of offshore projects,
and the setting up of 500 MW off-
shore wind projects; companies have
time till February 4 to submit bids.
The auction target is 30 GW by 2030.

Industry insiders have often

pointed to the difficulty in securing
installation services. It is unlikely
that any meaningful offshore capa-
citywill come up in the next decade.

There are two contrasting views
about offshore wind.

The favourable view is that one
cannot ignore offshore wind in a
country like India, which has big po-
tential. Besides, for climate action,
you need all weapons, including off-
shore wind. The opposite view is
that offshore wind, even after costs
have declined considerably, is way
too expensive — around ¥7 a kWhr
(compared with ¥3.3-33.6 for on-
shore wind-solar hybrid) — and
hence can wait, especiallyin a coun-
try like India, which has huge un-
tapped onshore potential.

Further, it is argued that the
funds earmarked for offshore sub-
sidies would be better utilised else-
where — such as in building a trans-
mission link to Sri Lanka.

WHAT WORKS
During the recent visit of Sri Lankan
President Anura Dissanayake to In-
dia, one of the issues discussed was
building a power transmission link
between the neighbours.

Sri Lanka is estimated to have

ISTOCK.COM

onshore wind potential of at least
45 GW (according to a 20-year-old
survey). It is far easier and cheaper
to build wind power projects in the
island nation and wheel it up to In-
dia, with attendant geopolitical ad-
vantages.

The other imperative for India is
to start using thorium, abundantly
available in India, in existing and
upcoming pressurised heavy water
reactors. This is now feasible with
the development of a new type of
fuel, called ANEEL, by an Indian-
owned, US-headquartered com-
pany called Clean Core Thorium
Energy (CCTE). The company was
in the news recently for inking an
agreement with public sector
power major NTPC for joint work
on nuclear plants. Earlier, thorium
was thought to be a fuel of the fu-
ture — one that should wait until
sufficient inventories of plutonium
are built — but that is no longer
true. Thorium is for now.

The year 2025 will march past
some key milestones in renewable
energy. But for India to achieve its
international climate action com-
mitments and its net zero ambition,
some course correction is neces-

sary.
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‘Oil import dependence to increase in
FY25 as domestic production declines’

]
Our Bureau
New Delhi

The reduction in domestic
crude oil production from
mature fields, coupled with
the inability of Indian ex-
ploration and production
(E&P) companies to arrest
the decline, will reflect in in-
creased reliance on imports
inFY25.

Fitch Ratings says: “We
expect India’s crude oil pro-
duction to fall by 2-3 per cent
in FY25 (7M FY25: -3 per
cent). The fall reflects the
struggle of companies like
ONGC to arrest the output
decline at mature fields
through technology invest-
ments to tap isolated reser-
voirs,” the agency projected.

However, production
should grow by low single-di-
git percentages in FY26 as
production increases at
ONGC’s offshore field in the

KG Basin and at privately
owned fields, it added.

“We expect India’s crude
oil import dependency to in-
crease further in the near
term, propelled by faster

growth in  petroleum
product demand compared
to domestic production,”
Fitch said.

India’s crude oil import
dependency stood at 88.1 per
cent in 7MFY25 (87.8 per
cent in FY24 and 77.6 per
cent in FY14). Russia was the
largest supplier at 39 per
centin H1 FY25, it added.

‘The production
reflects the
struggle of
companies like
ONGC to arrest
the natural
output decline’

NATURAL GAS DEMAND
Fitch expects India’s total
gas consumption to rise by
around 10 per cent in FY25
(7MFY25:11 per cent).
Consumption rose by 11-
14 per cent in the city gas dis-
tribution, refineryand petro-
chemical segments in 7M
FY25. India’s natural gas
production will grow by a
low single-digit rate in FY25
(7M FY25: 2 per cent), sup-
ported by ONGC’s develop-
ment projects on the west
and east coasts, including
from the KG Basin. However,

the growth is expected to de-
celerate from the 9 per cent
CAGRover FY21-FY24 when
RIL’s KG Basin achieved peak
production of around 27 mil-
lion standard cubic metres
per day.

“We expect LNG imports
to increase by around 20 per
cent in FY25 (7M FY25: 22
per cent). This will be driven
by increasing demand and
lower international gas
prices that will improve af-
fordability for price-sensit-
ive sectors,” the rating
agency projected.

GAS PRICES

“We believe CGD companies
may raise prices for piped
natural gas and compressed
natural gas in the near term
as they try to cover the short-
fall in domestically produced
input gas with gas from more
expensive deep-water off-
shore fields and LNG im-
ports,” Fitch Ratings said.
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Nayara Energy's 20-million-tonnes-a-year
refinery at Vadinar in Gujarat. BLOOMEBERG

Nayarasettoadda
fuel station per day

avara Energy, India’s largest private fuel

retailer, plans to add 400 petrol pumps

this vear to expand its retail network
acrossvariousstates, the firm saidina
statement on Sunday.

With over 6,500 retail outlets across India,
Nayara Energy hasbeen adding new retail
outlets to its network and has beengrowing
steadily across various statessuch as Gujarat,
Maharashtra, Tamil Nadu and Rajasthan.

Navara said it *is well on track to add 400
retail outlets this yvear”,

In line with its plans to aggressively grow in
India, Nayara Energy has also revamped its
dealer programme to onboard new dealers and
give a hoost to local entrepreneurship. It is now
inviting applications for new dealerships
across the country to open petrol pumps.

Nayara operates a 20-million tonnes a year
refinery at Vadinar in Gujarat. PTI



