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‘Govt must include opportunity
cost of imports in gas pricing'

India's move towards a gas-based economy is slow
because of the gap in its domestic natural gas production
and the market's inability to absorb the high cost of
imported liquefied natural gas. In an interview with
Jyoti Mukul, SHASHI SHANKER, chairman and managing
director of Oil and Natural Gas Corporation (ONGC), the
country's biggest oil and gas producer, talks about
India's transition to gas, and hopes for a better price

for domestic gas. Edited excerpts:

Whatwould bethe changeinenergy dynamicsin
Indiaasthe world undergoes aenergy transition
foragreener future?

Inthe past four-five years, the global energy
environment, particularly the oil and gas business,
hasgone through alot of volatility and swingsin its
fortunes. We had the dramatic resurgence of oiland
gasinthe USontheback of remarkable growth in
shale, highlighting the continuingsignificance of
technology in ourbusiness. That was followed by a
crashin crude oil prices, which went aslow as $26 a
barrel. We saw a period when geopolitical eventsjust
did notseem to matter and when exploration &
production (E&P) activity was severely hitas
companies cut capex.

During this time, the renewable energy sector was
growing. Globally, its consumption grew 18 per cent
in 2019 and averaged over 14 per cent in the last 10
years. Every year, we see more and more renewables
being added and their costs dropping to the extent
that some of the recent projects are being bid at grid

parity. But oil will still have a crucial role to play, not

just in the short or medium term but also in the

longer-term. When I say oil, Imean oil and oil-equiv- :

alents — which means gas as well. Most industry
outlooks confirm that.

Goingforward, the role of fossil fuel willundergo
achange with increasing dominance of green fuel
and the resultant decrease in the share of coal and oil
inthe energy basket mix by 2040.

Gasisbeing promoted asagreen fuel and will
gain prominence as many consumers will
adapttoit.So,asthelargestoiland gas
operator in one of the most energy-hungry
economiesglobally, Ialsoseealot of

- "OILWILLHAVEA CRUCIALROLETO PLAY, NOT
- JUSTINTHESHORT OR MEDIUM TERM BUT

ALSOINTHE LONGERTERM. WHEN | SAY OIL,
| MEAN OILAND OIL-EQUIVALENTS — WHICH
MEANS GASASWELL. MOSTINDUSTRY
OUTLOOKS CONFIRM THAT"

billion cubic metres —itis the fourth
successive year of growth in gassupply.

opportunities for ONGC. Whatcanbedonetodevelopavibrantgas
Howimportantwill therole of naturalgas SHANKER Economicgrowth can be achieved by
beincontrasttocrudeoil? Chairman and providing gas business aboost. However,
Our government has set clear targets for Managing market forces need to be allowed to play. It

expandingthe share of gasin the nation’s
energy mix from 6-7 per centto 15 per cent
inthe next few years. We saw a 6 per cent year-on-
yearjumpin gas production in the last two years.
Our gas production has already crossed 70

mscmd (million standard cubic metre per day) —the
highest ever. We produced 45.86 million tonnesof oil  :

equivalentin FY19, largely driven by a 54 per cent
uptickin gasoutput. Gas production was 24.75

Director, ONGC

isdifficult forthe producerstorecover the
costifthe prices are kept very low.
From November 1,2014, domestic gas price is

beingdetermined and notified by the Ministry of

Petroleum and Natural Gas. The price dropped
significantly from the initial notified price of $5.05
t0 $2.48 amillion British thermal units (mmBtu).
Eventhelatest notified price of $3.23 on gross
calorific value basis (equivalent to $3.59 on net

i calorificvalue basis) islower by 14.52 per cent

i compared tolast administered price mechanism

: gaspriceof$4.20 mmbtu on NCV basis which was
¢ applicabletill October 2014.

Asaresult, during FY18, cost of production of
natural gas by ONGC was $3.59/mmBtu against the
average domestic gas price of $2.69 and loss from
gasbusiness was4,272 crore. Similarly, during
FY19, the cost of production was $3.48/mmBtu
against the average domestic gas price of $3.21and
theloss was861 crore.

Typically, gasimported in the Asian marketsis

costlier than many international benchmarks. In
i fact, the price of domestic gasislower than that of

gasimports. Thisactsasadisincentive todomestic
producers and is not remunerative enough toinvest
indevelopment of new discoveries and fields.
Hence, we are asking the ministryto considera
review of the gas pricing formula based on
opportunity cost ofimported gas.

¢ Howwellis Hindustan Petroleum Corporation
i integratedintothegroup?
i Thegroup now hasapresence in all the segments of

theoiland gas portfolio maintaining a healthy
upstream — midstream/downstream — retail ratio
of1:1:1.2. We are in the process of taking measures in
linewith our strategy document Energy Strategy-
2040.Itenvisions ONGC as “adiversified energy
company with strong contribution from non E&P
businesses; 3x revenues and 5-6x market

i capitalisation”.

How farhave you progressed on your KG basin

blocks?

We are onschedule. KG-DWN-98/2 deepwater
projectisaflagship project with committed
investment 0f35,000 crore. This marks ONGC’s big-
ticketentryintothe deepwater arena. Allthe
contracts for the major activities have already been
awarded and we are expecting first gas this financial

¢ yearand firstoilinlater half of next year. Along with
¢ reduced hiringand field services costs, the
: government’s favourable policies such as premium

prices for difficult fields also supported our move to
develop the deepwater hydrocarbon reserves.

Atits peak, the project will produce 17 per cent
and 24 per cent of our current oil and gas output,
respectively. We are confident of leveraging our
proven shallow-water expertise in this new frontier.

; Whendoes ONGC plantofinalise contracts forits
; 64fields?
i Itismovinginaccordance with the schedule fixed by

the Cabinet. The technical bid submission was
extended only to give opportunity for more firmsto
participate and submit their bid. The technical bids
havebeen opened and the participation hasbeen
overwhelming.
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Axis Bankreports 8%

ABHUIT LELE
Mumbai, 22 January

Axis Bank’s profit before tax
(PBT) declined by 8.03 per cent
to ¥2,271.8 crore for the third
quarter ended December
(Q3FY20). The private lender
had posted a pre-tax profit of
32,470.14 crore in Q3 of FY19.

The stock closed lower by
0.7 per cent at X712.7 per share
on BSE. Net profit in Q3 rose by
4.53 per cent tox1,757 crore over
1,680.8 crore in the same quar-
ter of FY19. The bank benefited
from the cut in corporation tax
rate. The effective tax rate for
the bank is down to 25 per cent
from 33 per cent.
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crore in the same
quarter in FY19.

per cent in

December 2019 from 5.75 per
The asset quality showed centin December 2018.

(NIFIF)he netb inltserest income  Netinterestincome 5603.7 6453.0 152 |
rose by 15 per cent to : _
26,453 crore from 35,604 crore Otherllncome 4,000.7  3,786.6 55
in the same quarter in FY19. Net  Totalincome 18,130.4  19,494.9 5 B
interest margin (NIM) stood at ~ Provisions & contingencies  3,054.5  3,470.9 13.6 [l
3.57 per cent, up from 3.36 per  Tax 789.3 514.8 [EIE
cent in Q3 FY19, the bank said. Net profit 1680.9 1757.0 ?
Non-interest revenue (other NetProl e pito . I
income) declined by 5percent  Gross NPA 30,854.7  30,073.0 -25 |
t034,001 crore as againstI3,787  Net NPA 12,2333 12,160.3  -0.6 |
crore in Q3FY19. Py

The bank said provisions, OA’Of gross NPA B e
including those for loan loss /0 0fnetNPA 2.4 2.1
and contingencies, Compiled by BSResearch Bureau Source: Capitaline
grew by 13.63 per .
cent to 3,470 crore BSE price ®) improvement The bank’s share of low cost
in Q3FY20 from 800 as gross non- — currentaccountand savings
3,054.51 croreinthe 679.70 750  performing (CASA) — deposits stood at 41
same period in FY19. assets (GNPAs) per centat the end of December
Loss from specific 700 declined year- 2019 down from 46 per cent at
loan provisions in 712.75- 450 on year and endof December2018.
Q3 declined by 11.63 sequentially. The total Capital Adequacy
per cent to 32,962 %600 GNPAs Ratio (CAR) according to Basel
crore from %3352  01/191an22/20 movedupat50 III guidelines was at 18.20 per

cent as of December 31, 2019,
against 15.81 per cent as of
December 31, 2018.

RBLBank's profit before tax (PBT) dipped by 72.2 per
centto¥93.88 crore forthe third quarteronthe
back of a sharp rise in provisions for stressed assets.
Ithad posted a PBT0f¥337.8 crore in quarter ended
December2018. The stock closed lower by 0.67 per
centat¥339.1pershare on BSE. The net profitin
Q3FY20 was down by 68.93 per centto¥69.95 crore
over3225.19 crore in Q3 FY19. Netinterestincome
rose by 41 per centt03922.6 crore from ¥655.1crore

RBL Bank PBT down 72% to 94 cr

insame quarterlastfinancial year. Net interest
margin forthe quarterimproved to 4.57 per cent for
reporting quarter as against4.12 per centin Q3FY19.
The non-interest revenue (otherincome) grew by
30 per centto¥487 crore as againstI374.1crore in
Q3FY19. The banksaid provisions, including those
for bad loans and contingencies grew almost four
timest03638.29 crore in Q3Fy20 from ¥160.68 crore

insame period lastyear.
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