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ONGC seeks premium over
govt price for coal seam gas

ONGC has sought bids from users for sale of 0.05 mn
standard cubic melres/day of gas from North Karanpura

OUR CORRESPONDENT

NEW DELHLI: State-owned Oil
and Natural Gas Corporation
(ONGC) is seeking a premium
over the government gas price
for the gas it plans to produce
from coal seams in Jharkhand.

ONGC has sought bids
from users for sale of 0.05 mil-
lion standard cubic metres
per day of gas from the North
Karanpura coal-bed methane
(CBM) block for three years.

Users have been asked to
quote a premium they are will-
ing to pay over and above the
monthly domestic natural gas
price that the Oil Ministry’s
Petroleum Planning and Analy-
sis Cell (PPAC) notifies, the ten-
der document showed.

PPAC every month declares
a price for the majority of
domestically produced nat-
ural gas. This price is 10 per
cent of the monthly average
of the basket of crude oil that
India imports. For the month
of January, this price comes to
$7.82 per million British ther-
mal unit.

This price in the ONGc ten-
der has been marked as reserve
gas price. While the govern-
ment sets price for two-thirds of
the gas produced in the country,
CBM gas enjoys pricing free-
dom where sellers are allowed

Users have been asked to quote a
premium they are willing to pay over

and above the monthly domestic natural
gas price that the Qil Ministry’s Petroleum
Planning and Analysis Cell (PPAC) nofifies,
the tender document showed

Highlights

» PPAC every month
declares a price for the
majority of domestically
produced natural gas

This price is 10 per cent
of the monthly average
of the basket of crude
oil that India imports. For
the month of January,
this price comes to
$7.82 per million British
thermal unit

While government sets
price for two-thirds of
the gas produced in the
country, CBM gas enjoys
pricing freedom where
sellers are allowed to
discover market rate

to discover market rate.

Gas extracted from below
ground is used to produce
electricity, make fertilisers
or turned into CNG for sale
to automobiles and piped to
household kitchens for cook-
ing purposes.

“Bidders are required to
quote ‘P, which would be a
positive non-zero premium
over the Reserve Gas Price,”
the ONGC tender document

said. The e-auction will take
place on February 7.

The horse-shoe shaped
North Karanpura CBM Block
falls in the district of Hazarib-
agh and Chatra of Jharkhand
state. The North Karanpura
block encompasses an area of
340 square kilometers with
envisaged CBM resources of
about 62 billion cubic metres.

ONGC is the operator of the
block with 55 per cent inter-

est. Indian Qil Corporation
(IOC) holds 20 per cent and
the balance 25 per cent is held
by Prabha Energy Pvt Ltd.
“ONGC on behalf of consor-
tium has launched this e-tender
for sale of 0.05 mmscmd CBM
gas on ‘as is where is” and fall-
back basis,” the tender said.
The term for sale will be
three years, which can be
extended by a maximum of 2

years, it added.
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ONGC seeks premium for gas from Jharkhand

New Delhl, Jan. 7: State-
owned Ol and Matural
Gas Corporation (ONGC)
is seeking a premium over
the zovernment gas price
fon the gas it plans o pro-
duee Mrom codl sedms in
Jharkhand, ONGC has
songht hids from nsers fore
sale of 005 million stan-
dard cuble metres per day
of gas Irom the North
Karanpura coal-bed
methane (CBM) blosk for
throe yvears. Users have

been asked to quote a pre-
mium they are willing to
pay over and above the
monthly domestic natural
gas price that the Ofl
Ministry's Petrofenm
Planning #Aml Analysis
Call (PPAC) notifies, the
tender document showed,

PPAC  every  maonth
declares a price for the
majority of domestically
produced  natural  gas.
This price i 10 per cont of
the monthly average of

the baskat of ecrude oil
that India imports, For the

month of January this
pric: comes to £7.82 per
million British thermal

unit.
OMNGe
marked
price,
While the government

This priee in the
tender has been
A% reserve gas

sets price for two-thirds of

the pas prodouced in the
couniry, CBM gas enjoys
pricing freedom where
sellers are allowed to dis-
cover market rate.

Gas extracted from
below ground is used io
produce elociricity, make
fertilisers or tumed nto

CMNG [or sale 1o automo-
biles and piped 1o house-
hold Kitchens for cooking
PUrpOSes,

The horse-shoe shaped
Morth Karanpura CBM
Block fals o U diste i
of Eazaribagh and Chatra
of Jharkhand state. The
MNorth Karanpura block
Bneompasses an o Aarea of
#0 square  Kllometers
with envisaged CBM
rosourcaes of about 52 hil-
lion cubic metres. — PTI
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ONGC seeks premium on govt price

Al & oo :
PPAC declares price for domestically
produced natural gas every month. REUTERS

Corp. (ONGC)isseeking a premium
over the government gas price for
the gasit plans to produce from coal
seams in Jharkhand.
ONGC has sought bids from users for
sale of 0.05 million standard cubic metres

S tate-owned Oil and Natural Gas

per day of gas from the North Karanpura
coal-bed methane (CBM) block for three
years.

Users have been asked to quote a
premium they are willing to pay over and
above the monthly domestic natural gas
price that the oil ministry’s Petroleum
Planning and Analysis Cell (PPAC)
notifies, the tender document showed.

PPAC every month declares a price for
the majority of domestically produced
natural gas. This priceis10% ofthe
monthly average of the basket of crude oil
that India imports. For January, this price
comes to $7.82 per million British thermal
unit.

This price in the ONGC tender has been
marked asreserve gas price.

While the government sets price for
two-thirds of the gas produced in the
country, CBM gas enjoys pricing freedom
where sellers are allowed to discover
market rate. PTI
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Petchem duty concessions a sticking point in Oman FTA talks

such as polypropylene and polyethylene, used primarily in the plastics
industry, may act as a sticking point in the early conclusion of talks for
the proposed free-trade agreement (FTA) between India and Oman,
according toanofficial.
Negotiations for the pact, officially dubbed the Comprehensive Economic
Partnership Agreement (CEPA), are in the last phase.
Certaindomestic players from both public and private sectors are
opposing duty concessions on these products under the agreement.
They claim that Oman provides huge subsidies toits industry on raw
materials for the production of these petrochemical products.
According to them, if India would give duty concessions on these already
subsidised products, it would be a double advantage for Omani firms.
The government official said they are holding talks with domestic players
ontheissue. PTI

T he demand for customs duty concession on petrochemical products

Domestic companies oppose duty concessions on these products
under the agreement.

MINT
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Crude oil imports slip on weak demand,
bearish European outlook in December

SEASONAL HEADWINDS. At 3-month low of 4.32 million barrels/day; crude imports 2™ lowest in 2023: Vortexa

L
Rishi Ranjan Kala
New Delh

India’s crude oil imports
during December 2023
slipped to their second low-
est level during the calendar
year due to weak domestic
demand coupled with abear-
ish outlook on diesel con-
sumption in Europe, a key
export  destination for
private refiners.

According to energy intel-
ligence firm Vortexa, India
imported 4.32 million bar-
rels per day (mb/d) of crude
last month, the lowest since
September 2023 (4.12 mb/d).

Besides, imports in
December 2023 by private
refiners, Reliance Industries
and Rosneft-backed Nayara
Energy, fell to its lowest dur-
ing the last calendar vear at
482,000 barrels per day.

Most of the diesel exports
from India is from the

private refiners. Imports by
public sector refiners also
slumped to its second lowest
during CY23 at 804,000 b/d
in December.

DOMESTIC SLOWDOWN
“Lower crude imports into
India in December is reflect-
ive of refiners’ anticipation
of a seasonal demand slow-
down domestically as we
step into Q1 (2024), poten-
tially further dampened by a
bearish demand outlook in
Europe, its key export mar-
ket,” Vortexa’s Head of
APAC  Analysis, Serena
Huang told businessline.

Atrade source pointed out
that India’s consumption of
petrol and diesel has fallen
for two consecutive months
during  November and
December, 2023.

Another noteworthy fea-
ture in the import dynamics
last month was the in-bound
shipments of crude oil from

Crude oil imports
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Russia slipped to their low-  has slowed recently-

est since January 2023. Ship-
ments of Urals also fell to its
third lowest at 1.06 mb/d last
month.

India’s imports of Russian
crude totalled 1.29 mb/d in
December, down from 1.56
mb/d in November, Huang
said.

S&P Global Commodity
Insights said, Indian refinery
appetite for Russian crude

compared to the first half of
2023. However, it maintains
the position with over 35 per
cent share of total imports.

Last week, Qil Minister H
S Puri said that there are no
payment problems with Rus-
sia, from which where India
buys 1.5 mb/d of crude. The
declining imports are is
more of a function of price
(discounts).

India continued to import
higher volumes of crude oil
from its second largest sup-
plier, Iraq, which stood at
964,000 bj/d in December
compared to 979,000 bjd in
November.

An 0Oil Marketing Com-
pany (OMC) official said that
Iraqi prices have been com-
petitive. Data from Iraqg’s
State Oil Marketing Organ-
isation show that Basrah
prices in December 2023 av-
eraged at $76.96 a barrel
compared to $82.82 per bar-
rel in November and $87.58
in October.

“Crude imports/ lifting in-
dications from major Middle
Eastern suppliers, Iraq, and
Saudi Arabia, have experi-
enced an uptick in the fourth
quarter and for Q1 2024.
This increase may be attrib-
uted to the necessity of ful-
filling the current year’s
term commitments by pub-
lic refiners.” S&P explained.
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Bankers now favour clean energy over fossil fuel

THE GREEN SHIFT. Backed by strong policy support, the drift towards renewables has found new acceleration as India ramps up RE capacity

—
V Rishi Kumar

ndia is at a crucial junc-
ture on the climate
change pathwaywhen it
hasto stepupitsrenew-
able energy capacity while
gradually weaning away from
its dependency on fossil fuels.
With renewable energy de-
ployment costs moderating
and renewable power storage
getting competitive with coal
plants, the transition process
could see an acceleration.
This is because recent
trends show a clear global tilt
towards funding renewable
energy (RE). With banks ad-
opting a calibrated approach
to lending for fossil fuel
plants and focussing on re-
newables, funding has also
begun to shift towards renew-
able energy projects in India.
Points out Joe Athialy, Ex-
ecutive Director, Centre for
Financial Accountability, an
independent platform which
aims to improve financial ac-

countability in India: “Cost of
renewable energy with stor-
age is now comparable and
cheaper than new coal plant
construction. Besides losing
out to renewable energy on
per unit cost of electricity,
coal power plants will have to
be retired within a decade
from now. Financial institu-
tions are reluctant to fund
coal projects, be it power
plant construction or coal
mining.”

GREEN PUSH

A recent report by Climate
Trends shows that for the
second year in a row, 100 per
cent of the value of project
finance loans in India in 2022
went to renewable energy
projects. Solar power was the
dominant renewable energy,
accounting for six out of el-
even deals. Hybrid projects
for both solar and wind ac-
counted for 56 per cent of
financing.

India has already installed
close to 132 GW of renewable
energy from its earlier target

CHALLENGES REMAIN. Striking a right balance between climate

action and development goals with RE targets is crucialeerry maces

of 175 GW and is determined
to meet additional power de-
mand from renewables where
possible.

Driven by strong policy
support and moderate solar
module prices, ICRA in its
outlook predicts India’s in-
stalled renewable energy ca-
pacity to reach 170 GW by
March 2025. The increase is

supported by improved ten-
dering activity in the current
fiscal, with over 16 GW pro-
jects bid so far and another 17
GW bids underway by Cent-
ral nodal agencies. The num-
ber of RE-based round-the-
clock (RTC) projects is ex-
pected to rise in upcoming
tenders to mitigate intermit-
tency risk associated with re-

newables. Challenges how-
ever remain in execution,
including delays in land ac-
quisition and transmission
connectivity.

Further, the rise in RE ca-
pacity over the next six years
is estimated to increase the
share of large hydro projects
in the all-India electricity
generation from 23 per cent
in FY23 to around 40 per cent
inFY30.

BALANCING ACT

At COP28 India pushed foran
equitable, inclusive and a
realistic approach in shaping
and sustaining its develop-
ment goals and balancing cli-
mate action. While there was
a commitment to triple the
global renewable energy ca-
pacity to 11,000 GW by 2030
and double the annual energy
efficiency rate, India aims at
striking a right balance to-
wards its net zero goals.
Given the current energy bas-
ket, India may have to rely on
coal in the medium term
(possibly about 15 to 20

years) as fossil fuels make up
75 per cent of its power
supply.

“The shift from fossil fuels
to RE is inevitable, but what
matters is the speed. A
delayed shift will have negat-
ive consequences for air qual-
ity, climate change and the
financial competitiveness of
industry, not to mention
higher costs for electricity
consumers. Renewable is the
cheapest source of new elec-
tricity and accelerating the
shift will mean big savings for
the Indian economy,” says
Ashish Fernandes, CEQ, Cli-
mate Risk Horizons.

The financial logic is
clearly in favour of renew-
ables. There is no economic
case for the construction of
new coal plants. That the
world has finally agreed on
the need to phase out fossil
fuels is significant, even if it
comes decades too late. But a
balance is needed given eco-
nomic compulsions and the
growing demand and supply
situation.
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ONGC seeks premium over
govt price for coal seam gas

Oil and Natural Gas Corporation (ONGC) is seeking a premium over
the government gas price for the gas it plans to produce from coal
seamsinJharkhand. ONGC has sought bids from users for sale of
0.05 million standard cubic metres per day of gas from the North
Karanpura coal-bed methane (CBM) block for three years.Users
have been asked to quote a premium they are willing to pay over
and above the monthly domestic natural gas price that the Oil
Ministry's Petroleum Planning and Analysis Cell (PPAC) notifies, the
tender document showed. PTI
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Capital infusion
in OMCS may be
halved toX15kcr

PRASANTA SAHU
New Delhi, January 7
CAPITALINFUSION IN state-run oil
marketingcompanies (OMCs)maybe
halved toaround ¥15,000 crore from
¥30,000crore earmarked in the Bud-
getestimatefor2023-24, given their
improvedfinances,sourcestold FE.

Robust profits in the first half of
the currentfinancial yearon the back
of subdued crude oil prices enabled
these firms to offset the losses
incurredinthe correspondingperiod
of the previous fiscal.

India’s biggest state-run refiner-
cum-retailer Indian 0il Corporation
(loC)reportedanet profitof 126,718
crore in the first half of this fiscal
comparedwithaloss of ¥2,265 crore
intheyear-ago period,due toa freeze
in retail fuel prices to insulate con-
sumers, During H1FY24, BPCLand
HPCL's net profit stood at 19,052
crore(-¥6,567 crorein H1FY23)and
¥11,322 crore (-¥12,369 crore in
H1FY23) respectively.

“Crude prices,whichdeclinedtoa
comfort level for India in the initial
months of FY24 before reversing,
have thankfully again moderated
aftera few months,"an official said.

OMUs are expected to continue
making profit so far as oil price
remains below $85 abarrel,analysts
have said Dueto the Russia-Ukraine
war, the price of the Indian basket of
crude shot up byan average of 18%
in FY23 to $93.15/barrel compared
with §79.18/barrel in FY22. The
Indian basket averaged $74-75/bar-
relin Mayand June 2023, 5§80.37 in
July, before rising to $93.54in Sep-
tember. It has since moderated to
$90.08 in October, 583.46 in
Novemberand 577.42 in December.

Retail fuel prices in India have
been frozen since May 2022
However, this price control has
been during bothrising and falling
crude prices, allowing OMCs to
recoup losses during periods of high
crude prices.

The official said the government
was consciousof the requirements of
the OMCs, which have undertaken
massive capex in the past several
years to add new capacity and invest
innew technology.

InBudget 2023-24 presented on

FINANCIAL EXPRESS "

reaptoiran https://epaper.financialexpre

NET PROFITS OF OMCS

(Fcrore) @ HIFY23 g HIFY24

26,718
19,052
11,322
-2,265
6,567
12,369
1oC BPCL HPCL

February 1 last year,the government
announced a ¥30,000-crore equity
investment plan for the three OMCs
—10C, BPCL and HPCL — towards
energytransition and net-zero objec-
tives.While the equity infusionin I0C
and BPCL would be via rights issues,
thecapitalinfusion to HPCLwouldbe
through its parent ONGC.The gov-
ernmentcouldinfuse equity through
preferential allotment,/rights issues
in ONGC,which would replicate that
in HPCL. In the capital infusion, [OC
couldhave alarger share, followed by
BPCLand HPCL.

State-run oil firms not only pay
high dividends but are also major
investors. In November-December
2023,10C paid adividend tranche of
¥3,636 crore to the Centre, while
BPCL paid ¥2,413 crore.

10C has achieved a capex of
¥23,468 crore or 7 7% of its annual
target of ¥30,395 crore in April-
Novemberof FY24.10Cisexpanding
its refining capacity and investing in
hydrogen plants at several locations
inthe country. BPCL's capex stood at
6,746 crore or 67% of its FY24 tar-
get,while HPCLhasachieved ¥8,763
croreor 86% of its annual target.
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MORE THAN THE BUDGETARY TARGET OF 243,000 CRORE

Centre may Rake in 55,000 cr
in Dividends from Key CPSEs

Banikinkar Pattanayak

New Delhi: The government’s dividend collection
from non-financial central public sector enterpri-
ses(CPSEs)and other investments in thisfinancial
yvear could amount to about 55,000 crore, more
than a quarter higher than the budgetary target of
243,000 crore, said a senior official.

However, the Centre could reduce its combined dis-
investment and dividend (from non-financial
CPSEs) mop-up in the revised estimate for 2023-24
from the budgeted 794,000 crore given the expected
steep shortfall in divestment proceeds from the tar-
geted 51,000 croredue tothe IDBI Bank strategicsale
process spilling over to 2024-25, the official told ET.

The Department of Investment and Public Asset
Management has garnered 53,895 crore in dividend
and disinvestment receipts so far this fiscal. At
743,843 crore, the dividend has already exceeded the
2023-24 target, even as the disinvestment revenue has
remained low at 710,052 crore. ET had reported in No-
vember 2023 that the 2023-24 dividend target could be
surpassed but the surplus dividend might not beeno-
ugh to fully make up for the disinvestment shortfall.

But given that the combined target makes up less
than 3.5% of the government’s budgeted non-debtre-
ceipts for the fiscal, any such shortfall may not dis-
rupt the government's financial calculations, said
another official. One of theofficials said thereisonly
a remote possibility of the dividend receipts excee-
ding last fiscal’s level of 58,988 crore. A significant
driverof lastyear'sdividend revenue was Hindustan
ZincLtd(HZL), which forked out about 9,000 crore to
the government on its 29.54% holding in the miner,
he said. Such a sum from HZL is not feasible in thisfi-
scal asithas depleted its cash reserves.

Moreover, prospects of huge dividends by large
state-runoil firms, which usually account for a sig-
nificant chunk of such non-tax revenue, are uncer-
tain this year given the volatility in global crude oil

At a Glance

DIPAM's receipts
Fig in zcr

MDividend MDisinvestment

59294 58,988

FY20 FY22  FY23" FY24 (BE)

*Provisional Source: Budget documents/DIPAM
Dividend so far in FY24 stands at 243,843 crore
and divestment receipt at 210,052 crore

FY21

prices in the aftermath of the Israel-Hamas war.

If the global crude oil prices bounce back again and
state-run oil firms don't pass on the costs to consu-
mers in the build-up to the 2024 general election, the-
ir profitability and ability to pay dividends may fal-
ter, officials had told ET in November 2023. CPSEs
from some other sectors, such as power, are doing
well and may continue to give good dividends.

The average monthly crude oil price (Indian bas-
ket) has moderated to $77.1 so far in January. from
$77.42 in December and $90.08 a barrel in October
(the war started on October 7). Global oil prices ro-
seagain last Friday amid fears the crisis may esca-
late to other parts of West Asia,addingfresh uncer-
tainties toany benign outlook.

banikinkarpatimesgroup.com
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India-Oman FTA: Duty Rebate on
Petrochemical Items a Sticking Point

New Delhi: Customs duty concession de-

mand on petrochemical products such as

polypropylene and polyethylene, used pri-

marily in the plastics industry, mayactasa
sticking point in the early conclusion of talks for the
proposed free-trade agreement (FTA) between India
and Oman, according to an official. PTI
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Capital infusion for OMCs may be halved
to 15,000 crore on improved finances

PRASANTA SAHU
NEW DELHI JANUARY 7

CAPITAL INFUSION in state-
owned oil marketing companies
{OMCs) may be halved toaround
Rs 15,000 crore from Rs 30,000
crore earmarked in the budgetes-
timate for 2023-24, given their
improved finances, sources told
FE. Robust profits inthe first halfof
the current financal year on the
back of subdued crude cil prices
enabled these firms to offset the
losses incurred in the correspon-
ding period of the previous fiscal.

India's biggestrefiner and fuel
retailer Indian Oil Corporation
(10C) reported a net profit of Rs
26,718 crore in the first half ofthe
current financial year compared
withaloss of Rs 2,265 comrinthe
yearago period, due toafreezein
retail fuel prices to insulate con-
sumers. Duringthe firsthalf(H1)
of 2023-24 (FY24), Bharat
Petroleum Corporation Limited

Retail fuel prices in India have been frozen since May 2022. Ale

(BPCL)and Hindustan Petroleum
Corporation Limited (HPCL)'s net
profit stood at Rs 19,052 crore (-
Rs6,567 crorein H1FY23)andRs
11,322 crore (-Rs 12,369 crore in
HIFY23), respectively.

“Crude prices, whichdeclined
to a comfort level for India in the
initial months of FY24 before re-
versing, has thankfully again
maoderated after a few months,"
an official said.

OMCs are expected to con-

tinue making profit so far as oil
price remains below $85 abarrel,
analysts have said. Due to the
Russia-Ukraine war, the Indian
basket of crude prices shot up by
an average of 18 per centin Fy23
to $93.15/barrel compared with
$79.18/barrelin FY22. The Indian
basket averaged $74-75/barrel in
Mayand june 2023, $8037in July,
before rising to $9354 in
September. It has since moder-
ated to $90.08 in October, $83.46

in November and $77.42 in
December.

Retail fuel prices inlndia have
been frozen since May 2022,
However, this price control has
been during both rising and
falling crude prices, allowing
OMCs to recoup losses during pe-
riods of low crude prices.

The official said the govern-
ment was conscious of the re-
quirements of the OMCs, which
have undertaken massive capex
in the past several years to add
new capacity and invest in new
technology.

Inthe Budget 2023-24 pre-
sented on February 1,the govern-
ment announced Rs 30,000 crore
equity investment plan for the
three OMCs towards energy tran-
sition and net-zero objectives,
While the equity infusion in 10C
and BPCL would be via rights is-
sues, the capital infusion to HPCL
would be through its parent the
Oil and Natural Gas Corporation
Limited (ONGC), FE
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Saudi oil price cut to offer
India room for better deals

Move Seen As A Bid To Protect Share From Rival Producers
LOSING GROUND TO RUSSIA

Sanjay.Dutta@timesgroup.com

New Delhi: Saudi Aramco
on Sunday cut OSP (official
selling price) of flagship
Arab Light crude for Asia to
theirlowest in27months —a
move that can work well for
Indiaif it promptsoil toslide
further to boost prospects of
cheaper fuel for consumers
and keep the energy import
bill from bloating.

Aramco slashed the OSP
by $2 per barrel for February
shipments, marking the se-
cond consecutive reduction
after $1.5 per barrel discount
announced in December for
January loading. The
world’s largest oil exporter
also pruned prices for North
America, North West Euro-
pe and the Mediterranean.

The Saudi move is seen
as a bid to protect market

> Saudi Aramco slashed
0SP (official selling price) of
flagship Arab Light crude for
Asia to lowest in 27 months

> Asia is considered
growth engine for global
oil demand because of
China and India

> They are the world's
second and third-largest oil
consumers, respectively

A

» Saudi Arabia sees a serious
competition from US, with
shale oil coming to Asia from
around 2017

> India and China have
been lapping up Russian
oil shunned by western
buyers since the

Ukraine war

> Russia's gain has come at
Saudi Arabia's expense

share amid onslaught from
rival producers. Asia is im-
portant as it is considered
the growth engine for global
oil demand because of Chi-
na and India — the world’s
second and third-largest oil
consumers, respectively.
Saudi Arabia sees aserio-
us competition from the US
fracking boom as shale oil fo-

und its way into Asiaaround
2017. The tectonic shift in the
global energy flow sparked
by Moscow's invasion of Uk-
raine in February 2022 and
emergence of new suppliers
in South Americaand Africa
poses a bigger challenge.
India and China have be-
en lapping up the Russian
barrels shunned by western

buyers since the Ukraine
war as sanctions and ban-
king curbs on Moscow made
payments difficult. Before
the war, Russia accounted
for less than 1% of India’s oil
imports. Today, it has repla-
ced Saudi Arabia as the se-
cond-biggest supplier on the
back of hefty discounts. Chi-
na and India account for 80%
of Russian oil exports.

Russia’s gain has come
at Saudi Arabia's expense
asthediscounts by Russian
sellers, anopaque shipping
system and elevated prices
kept the oil flowing in spite
of the G7 price cap of $60
per barrel.

But as an extended produc-
tion cut equivalent to more
than 2% of daily global suppli-
es fail to excite oil prices, Riy-
adh may have found a window
tomuscle its way back.
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Capital infusion for OMCs may be halved
to 15,000 crore on improved finances

PRASANTASAHU
NEW DELHIL JANUARY 7

CAPITAL INFUSION in state-
owned oil marketing companies
{OMCs) may be halved to around
Rs 15,000 crore from Rs 30,000
croreearmarked in the budget es-
timate for 2023-24, given their
improved finances, sources told
FE.Robust profits in the first halfof
the current financial year on the
badk of subdued crude oil prices
enabled these firms tooffset the
lossesincurred in the correspon-
ding period of the previous fiscal.

India's bigeest refiner and fuel
retailer Indian Oil Corporation
{10C) reported a net profit of Rs
26,718 croreinthe firsthalfof the
current financial year compared
withalossof Rs 2265 corein the
year-ago period, due toafreezein
retail fuel prices to insulate con-
sumers. During thefirsthalf{ H1)
of 2023-24 (FY24), Bharat
Petroleun Corporation Limited
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Retail fuel prices in India have been frozensince May 2022. Fite

{BPQ.)and Hindustan Petroleum
Corporation Limited { HPCL) s net
piofit stood at Rs 19,052 crore (-
Rs6567 crore in HIFY23) andRs
11,322 crore(-Rs 12369 crore in
H1FYZ23), respedtively.

“Crude prices, which declined
to a comfort level for India in the
initial months of FY24 before re-
versing, has thankfully again
moderated after a few months,”
anofficial said.

OMCs are expected to con-

tinue making profit so far as oil
priceremains below $85 abarrel,
analysts have said. Due to the
Russia-Ukraine war, the Indian
basketof crude prices shotup by
anaverageof 18 percentin FY23
to $93.15/barrel compared with
$79.18/barrelin FY22, TheIndian
basket averaged $74-75/barrelin
May and June 2023, $8037 in]uly,
before rising to $93.54 in
Septernber, It has since moder-
ated to $90.08 inOctober, $83.46
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in November and $7742 in
December.

Retail fuel pricesin India have
been frozen since May 2022,
However, this price control has
been during both rising and
falling crude prices, allowing
OMGs to recouplosses during pe-
riodsof low crude prices.

The official said the govern-
ment was conscious of the re-
guiremnents of the OMCs, which
have undertaken massive capex
in the past several years to add
new capacity and investinnew
techrology.

In the Budget 2023-24 pre-
sented onFebruary 1, the govern-
mentannounced Rs 30,000 crore
equity investment plan for the
three OMGs towards energy tran-
sition and net-zero objectives.
While the equity infusion in 10C
and BPCL would be via rights is-
sues, the capitalinfusion to HPCL
would be through its parent the
Oil and Natural Gas Corporation
Limited {ONGC). FE
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