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FUEL RETAILERS CONTINUE TO INCURUNDER-RECOVERY ON DIESEL SALES: PURI

‘Any call on fuel price cut needs to be

thought through very coolly by OMCs’
N

SUKALPSHARMA
NEW DELHI MARCH 9

A REDUCTION in retail prices of
petroland diesel isadecision that
would have to be thought
through “very coolly” by public
sector oil marketing companies
{OMGs) in view of the volatility
in the global energy market,
geopolitical challenges, and the
companies' financial health,
Petroleum Minister Hardeep
Singh Puri said Saturday.
Indicating thatthe OMCs are not
fully out of the woods yet in
terms of profitability on fuel
sales, Puri said that they are stll
incurring under-recoveries on
diesel sales, but did not quanufy
it.

Withthe recent cutsinlique-
fied petroleum gas (LPG) and
compressed natural gas (CNG)
prices, speculation isrife thata
reduction in petrol and diesel
prices may bein the offing in
view of the impending Lok Sabha
polls. Responding to guestionson
the issue, Puri said that any such
decision isthe prerogative of the
three  OMCs—Indian  0il
Corporation, Bharat Petroleum
Corporation, and Hindustan
Petroleurn Corporation—andthe
companies will have to takea call
based ona number of factors, sta-

$The IndianEXPRESS ;.",

The OMCs are currently incurring an under-recovery of 33-5
per litre on diesel sales, while in the case of petrol, they are

currently making a profit. File

bility in international prices be-
ingakey consideration. The min-
isteralsodeclined to give atime-
line for resumption of regular
revision in petrol and diesel
prices, which has been on hold
for nearly two years.

According to highly placed
sources in the government, the
OMCsare currently incurring an
under-recoveryof Rs 3-5 perlitre
ondiesel sales, while in the case
of petrol, they are currently mak-
inga profit.

Under-recoveries refer tothe
difference between the retail
price and the international price
of the fuel. As per the pricing
methodology followed by the
OMCs, petrol and diesel prices

1@ March 2024

should berevised daily basedon
the 15-day rolling average of in-
ternational benchmark prices.
However, the companies have
not revised prices since early
April of 2022, when global crude
oil and fuel prices had surged in
the aftermathof Russia's invasion
of Ukraine.

Inascenario wherethe OMCs
continue to have under-recover-
ies, a fuel price cut can be
achieved if the government cuts
taxes onthe petrol and diesel, like
it did on two occasions over the
past couple of years, or if the
OMCs decide to bear deeper
losses at the government's be-
hest. The latter, according to in-
dustry insiders, would essentially

be apolitical call

While acknowledging that
the OMCs have reported robust
financial results for the first three
quarters of the current financial
year 2023-24 (FY24), which
raised hopes of a reduction in
petroland diesel prices, Purisaid
thatthecompanies had suffered
heavy losses in the previous fi-
nanaal year as they cushioned
domestic consumers from ex-
treme price shocks. The three
companies have not been com-
pensated for some of those losses
and are still in the process of re-
couping a partof the hit they took
atthe ime

“The companies had lossesof
Rs 28,000 crore as they main-
tained LPG prices{despite a surge
ininternational prices), and the
government compensated them
with Rs 22,000 crore..It (petrol
and diesel price cut) has to be
very coolly thought through. .ol
marketing companies lost Rs
30,000 crore{on petroland diesel
sales jand we still have not com-
pensated them,” Puri said.

According to asenior official
in the Petroleum Ministry,
volatility in the international
prices of crudeoil and fuels con-
tinues to remainaconcem for the
OMCs and the government, The
official, who spoke on thecondi-
tion of anonymity, did not com-

https://epaper.indianexpress.com/c/74710698

pletely rule putaprice reduction
butsaid that multiple factors that
make up the pricing equation
need to be carefully analysed be-
fore a call is taken. These factors
include international oil prices,
fuel spreads or margins, dollar-
rupee exchange rate, outlook on
prices, and market volatility as-
sessments, among others,

Although crude oil prices
have come down considerably
fromover $100 per barrel in2022
to sub-$85 levels now, they re-
main prone tovolatility giventhe
unpredictable geopolitical situa-
tion insome regions and produc-
tion regulation by major global
oil producers. Just a few months
ago, in September, the price of
the global benchmark Brent
crude had shot upandbreached
the $95-per-barrel level, before
falling again subsequently.

As per industry insiders,
OMCs would be comfortable in
reverting to daily fuel price revi-
sionsonce international crude oil
prices stabilise under $80 per
barrel.

Civen the current pump
prices and margins on the two
automobile fuels in the interna-
tional market,anoil price level of
under$80would ensure that the
OMCs would not have to bearany
under-recovery on petrol and

diesel sales.
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Development of NE must for
fulfilling ‘Viksit Bharat': Modi

PMModiunveiled projectsworth Rs18,000crore, including new medical facilities, in Assam

ABHUIT DEB

GUWAHATI, 9 MARCH

sserting that the entire
North-East s hisfam-
ily, Prime Minister
arendra Modisaid
on Saturday that the devel-
opment of the region is nec-
essary for fulfilling the reso-
lution of 'Viksit Bharat'.

"The development of the
North-Eastis necessary for ful-
filling the resolution of "Viksit
Bharat'... Congress laid the
foundation stone of projects,
got their pictures taken, mis-
led the people, and ran away.
But Modi considers the entire
Northeastas his family..." Mr
Modi said while addressinga
publicrallyin Jorhatin Upper
Assam.

Mr Modi unveiled proj-
ects worth Rs 18,000 crore

ranging from new medical
facilities to upgradation of
refineries in Assam. He said
thatafter the BJP government
came to power in 2014, the
infrastructure developmentof
the North-Eastern states has
taken a new turn.
“Ourgovernment has com-

, S
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BPSRRN, -
pleted stalled projects like
Bogibeel Bridge, broad gauge
linkage of railways to Barak val-
ley, and there are numerous
development projects which
have been launched for the
speedy development of the
region,” Modi said, adding
that North-Eastern states will

be the growth driverof India's
economy in the 21stcentury.
Listing out projects whic
were completed during the BJP
rule, Mr Modi blamed the
earlier Congress government
for giving only lip service to
the development cause and
doing nothingon the ground.
Taking a potshot at the
opposition for singling him out
on the family issue, he said:
“Oppositionis now attacking
me that I don’t have a fami-
ly...Iwanttotell them my fam-
ilyisall of you, and you all like
me because I serve you".
Earlier in the day, after
inaugurating the strategical-
lysignificant Sela Tunnel proj-
ectin Arunachal Pradesh on
Saturday, Mr Modi criticised
the previous Congress-led
UPAgovernment for 'neglect-
ing' border villages in the

North-Eastern states.

He praised his govern-
ment's 'Vibrant Village Pro-
ﬁmmme'. Speaking at the

/iksit Bharat Viksit North-east’
programme in Itanagar,
Arunachal Pradesh, PM Modi
stated that Congress had dis-
regarded the border villages,
referring to them as the last
village.

In contrast, he views these
asthefirstvillages and hence
initiated the Vibrant Village Pro-
gramme. Responding to the
'Without Parivaar' jibe, the PM
stated that he is tirelessly
working towards constructing
a'Viksit Bharat' and ensuring
a better future for the youth.

ing his two-day visit, Mr
Modiundertook elephantand
carsafaris in the UNESCO Her-
itage site Kaziranga National
Park.
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First cargo of ONGC crude
oil from KG basin block
reaches Mangalore refinery

PTI W NEW DELHI

The first cargo of ONGC's
newly explored crude oil
from KG basin deep-sea block
was received at Mangalore
Refinery and Petrochemicals
Ltd (MRPL) on Saturday, the
refinery said in a statement.
The new crude oil from
Krishna Godavari basin block
KG-DWN-98/2 was brought
to Mangalore by a ship named
Swarna Sindhu, which was
flagged off by Prime Minister
Narendra Modi on March 2.
“This sweet (low sulphur)
indigenous crude is poised to
be transformed into various
fuels and petrochemicals at
MRPL, Mangalore,
contributing impactfully to
the Athmanirbhar Bharath
mission of the Government of
India,"” it said.

Oil  and Natural Gas
Corporation's (ONGC) KG
block KG-DWN-98/2, which
started oil production in
January, lies in Andhra
offshore.

The field is producing some
12,000-12,500 barrels of oil
per day currently using a
floating  production and
storage offloading (FPSO).
The oil is stored on the FPSO
and once it reaches a critical
level, it is transferred to a ship
which carries it to a refinery
for processing into fuels like
petrol and diesel.

MRPL is a subsidiary of
ONGC.

"At its peak, this production is

expected to reach 45,000
barrels of oil per day of crude
oil and 10 million standard
cubic metres per day of
natural gas,” the statement
said.

Speaking on the occasion,
MRPL managing director M
Shyamprasad Kamath said
that this crude oil production
results from ONGC Group's
commitment and technical
capabilities to contribute to
the nation's energy self-
dependence.

He said this crude oil would
amount to a 7 per cent
increase in India's crude oil
and natural gas production
potential at its peak.

"MRPL, a coastal refinery
with three separate crude
distillation units and essential
supporting infrastructure, is
well poised to process newer
crudes. This has enabled it to
have a diverse crude basket of
250 crude oil from around the
globe, of which more than
100  have already been
processed in the refinery
complex at Mangalore," it
added.
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Oilpricesdidn'triseinindia
despite global conflicts: Puri

Purisays85percentofindia'scruderequirementsaremetbyimports,
einternationalmarketbeing the benchmark

withthepriceofcrudeinth

STATESMAN NEWS SERVICE
NEW DELHI, 9 MARCH

he Centre was able

to manage oil prices

from increasing

despite global turbu-
lence amid the Russia-Ukraine
conflictand drone attacks on
merchant shipsin the Red Sea,
Union Petroleum and Natural
Gas Minister Hardeep Singh
Puri said on Saturday.

Addressing a press con-
ference here, Puri said 85 per
centofIndia's cruderequire-
ments aremet byimports, with
theprice of crude in the inter-
national market being the
benchmark.

"If you accept that (glob-
alissues), you have to deal with
the price of crudein the inter-
national market and the price
atwhichitis made available.
What happened in the last few
years?" he said.

Puri elaborated on how
the 'Russia-Ukraine war'
impacted the crude oil sup-
ply. but India was able to

1O
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manage its supply by diver-
sifyingits source and increas-
ingthe purchase from Russia
despite fear of sanctions.
"Weknowhow the Russia-
Ukraine war erupted. Russia
produces 11-13 million bar-
rels per day. One way was to
stop buying crude oil from Rus-
sia, butitwould have brought
down the availability and we
couldn't have disrupted oil
supply to the public. In that
case, the prices would have

shotup to USD 138...there were
talks of sanctions,” he said.
"At that stage, we were
buyingonly0.2 per cent crude
oil from Russia. But, we had
to confront and navigate the
situation. We have been diver-
sifying our supply and
increased our purchases from
Russia. Our policyis that from
wherever we will get the crude
oil as per our requirements,
wewillbuyit, anditis atotal-
ly transparent system. When

other countries saw this, they
alsogave usdiscounts. Our pol-
icyis ‘nation first’ and the con-
sumer is paramount,” Puri said.

He said even though
OPEC+ -- a bloc of 23 oil-
exporting countries including
OPEC --reduced its crude oil
production, oil prices didn't
rise in India.

"Even the producing coun-
tries are taking steps to cur-
tail production. OPEC+
reduced its production by 5

million barrels. Despite things
sl.'mdingas thus, the prices (in
India) didn't go up, which
means the market absorbed
it,” he said.

The Union Minister also
described how the Red Sea cri-
sis impacts global oil supply
while affirming that India will
be able to navigate the situ-
ation while maintaining avail-
ability, affordability and sus-
tainability.

"Duetothesituationin the
Red Sea, we have to track all
the updates. Even thoughwe
are not directly concerned
with shipping costs, our sup-
pliers are. In spite of all that,
I am very confident that the
situationasitisand asitislike-
ly to evolve has alot of space
to navigate in the interest of
our consumers to ensure
availability, which has not
been affected atallin the last
few years, affordability, which
you have seen the evidence
of and transition to green
fuels, and sustainability,” Puri
added.
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OMC:s to absorb LPG price cut,
unlikely to be compensated

SUKALP SHARMA
MNEW DELHI, MARCHS

PUBLIC SECTOR oil marketing
companies {OMCs)—Indian 01l
Corporation, Bharat Petroleum
Corporation, and Hindustan
Petroleurn Corporation—will ab-
sorb the financial impact of the
Rs 100-per-cylinder reduction in
cooking gas prices announced
Friday and the Centre does not
plan to compensate them for it
according to highly placed
sources in the government.

The OMCs on Saturday
slashed the price of liguefied pe-
troleumn gas{ LPG) for all domes-
tic LPG consumers by Rs 100 per
14.2-kg cylinder in line with
Prime Minister NarendraModi's
announcement that cooking gas
prices were being reduced on
theoccasion of thelnternational
Women's Day on Friday. This
price cut by the government
comes just days ahead of the
likely announcement of the
2024 Lok Sabha polls, and is
likely to benefit nearly 33 crore
households across India,

“There is no thinking within
the government to compensate
the OMCs for the LPG price re-
duction,” said a senior govern-
ment official, requesting
anonymity.

The official added that LPG
prices for domestic household
consumers are notfully deregu-
lated, so the companies are re-
quired to follow the govern-
ment'sdecisionand deal withits
financial implications, Officials
with the OMCs said that given
thestrong financialhealth of the
three companies at present, they
should be able to absorb the hit
rather comfortably as they had
the necessary headroom to ac-
commodate the price cut. All
three companies reported ro-

Usually, the OMCs bear the financial implications of price
cuts, while the subsidy bill is footed by the Centre. File

bust earnings for the first three
guarters of the current financial
year 2023-24 (FY24). However,
it would have been a different
story if they experienced the
kind of stress they went through
in the previous financial year
whenenergy markets tumedex-
tremelyvolatilein the aftermath
of Russia's invasion of Ukraine,

As per ballpark estimates
based onFY23 dataonactive LPG
connections and average refill
rates, around 181 crore refills in
terms of the standard 14.2-kg
LPG cylinders were consumed
by households inlndia in that fis-
cal,

Assuming the LPG refill rates
and consumer base remain sim-
ilar to FY23 levels, the financial
impact of the latest price cut
wouldbe around Rs 18100 crore
on an annualised basis. This is
the second instance of the gov-
ernment announcing a reduc-
tioninLPG prices forhouseholds
in the current fiscal.

Ahead of the Assembly polls
in five states, aprice cutof Rs 200
per cylinder was announced on
August 29, Usually, the OMCs
bear the financial implicationsof
price cuts, while the subsidy bill

\\‘-'ThebldtanEKPRESS Sun, 1@ March 2024
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is footed by the Centre.

Currently, LPGsubsidy isonly
provided to poor householdsun-
der the Pradhan Mantri Ujjwala
Yojana (PMUY), and is not avail-
able to all household LPG con-
SUMers,

However, there have beenin-
stances in the past when the
OMCssold LPG at reduced prices
amid high international fuel
price volatility, withthe govern-
mentlater providing them with
financial assistance o cover the
losses they incurred on that
count For instance, the govern-
ment provided a special one-
time grant of Rs 22,000 crore to
the three OMCsin 2022 to com-
pensate them for selling LPG at
aloss, which had resulted in ac-
cumulated losses of around Rs
28,000 crore,

The grant came at a time
when the OMGCs were grappling
with significant losses, particu-
larly in the fuel retail segment
due to soaring prices in the in-
ternational marketand the com-
panies’ inability to pass those to
domestic consumers. However,
the companies have now largely
recovered from the losses in-
curred during that period.
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PMblames Congress for
neglectingNE'sgrowth

Prime Minister vows to transformregion’'sinfrastructure

ABHUIT DEB
GUWAHATI, 9 MARCH

laming the erst-
while Congress
government for
neglecting the
North-Eastern region,
Prime Minister Narendra
Modi on Saturday said
thatinfrastructure projects
undertaken by his gov-
emment created new pos-
sibilities as the develop-
ment of the North-eastis
imperative for a Viksit
Bharat.
“The development of

the North-eastisnecessary ﬂ
A

for fulfillingtheresolution 2
of Viksit Bharat... Con- .

gress laid the foundation  pared to one in Assam in
stone of projects, gottheir  2014. He said that these
picturesclicked, misledthe  projectscreated new pos-
people,andranaway. But  sibilitiesin theregion. He
Modiconsiderstheentire also mentioned the

North-east as his fami-
ly...” Mr Modi said while
addressing a public rally
inJorhatin Upper Assam.

He mentioned that
projects like the bridge
onSaraighat, Dhola-Sadiya
Bridge, Bogibeel Bridge,
extension of railwaybroad
gauge till Barak Valley,
Multi-modal Logistics
Park, Jogighopa, two new
bridges on Brahmaputra
riverand 18 waterwaysin
the North-east as com-

UNNATI Scheme which
was approved in the last
Cabinetmeetingin anew
form with expanded scope.
The Cabinet has also
increased the MSP for jute
which will benefit the jute
farmers of the state.

The Prime Minister,
inaugurated, dedicated
to the nation and laid the
foundation stone formul-
tiple development projects
worthmore than Rs 17,500
croreinJorhat, Assamon

b

Saturday. The develop-
ment projects of today
encompass thesectors of
health, oil and gas, railand
housing.

Addressing the gath-
ering, the Prime Minister
expressed gratitude for
the huge crowd presenton
the occasion and also
acknowledged two lakh
peoplejoining from 200 dif-
ferent places in the state.
Talking about his visit to
Kaziranga National Park,
the Prime Minister called
it a unique national park
and tiger reserve and
underlined the attraction
of its biodiversity and

ecosystem of the UNESCO
World Heritage Site. “70
per cent of the single-
homedrhinos arein Kazi-
ranga,” he said.

The Prime Minister
pointed outhowtherhino
became endangered due
to negligence and crimi-
nal collaboration and
recalled the hunting of
27 rhinos in a single year
in2013. This number was
brought down to zero in
2022 by the efforts of the
government. The PM
mentioned unveiling the
magnificentstatue of Veer
Lachit Borphukan and
said, “Veer Lachit Bor-
phukan is the symbol of
Assam’s valour and deter-
mination.”

“Vikas bhi aur Virasat
Bhi’development as well
as heritage has been the
Mantra of our double
engine government,” said
the Prime Minister.

Hesaid that Assam has
maderapid stridesininfra-
structure, health and ener-
gy sectors.

Health infrastructure
like AIIMS, Tinsukia Med-
ical College, Shiv Sagar
Medical College and Can-
cer HospitalinJorhat will
make Assam a medical
hub for the entire north-
east. (PG10)
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PM inaugurates two pipeline projects of OIL

JORHAT: Oil India, the
Maharatna CPSE, witnessed
a momentous occasion on Sat-
urday as Prime Minister Nar-
endra Modi inaugurated two
flagship pipeline projects of the
company in a ceremony held at
Jorhat, Assam.

OIL upgraded the pump-
ing capacity of 756 km
Barauni-Bongaigaon-Guwa-
hati sector of its 1157 km long
Naharkatiya-Barauni Crude
il Pipeline up to 3 MMTPA,
which would help in meeting
supply of imported crude oil
at Bongaigaon and Guwahati
refinery.

In another venture, the
company replaced its 38 km
pipeline from Duligjan to
Digboi, equipped with new
cathodic protection system and
optical fibre communication-
based network, which would
facilitate capacity enhance-
ment of Asia’s oldest refinery -
the Digboi refinery from 0.65
MMTPA to IMMTPA.

Both projects were com-
pleted at a total Budgeted
project cost of Rs 623 crore
that would ensure safe, reli-
able and eco-friendly trans-
portation of the hydrocarbon
molecules.

Following the clarion
call of the prime minister on
Atmanirbhar Bharat, most
of the machines and equip-
ment used for the projects
were indigenously manufac-

tured that contributed towards
progress of Indian manufactur-
ing industry. Further, the proj-

ects generated employment of
nearly 50,000 man-days for site
construction works in the east-

ern states of Assam, West Ben-
gal and Bihar.

The event was graced by
the presence of Chief Minis-
ter of Assam, Union Minister
of Port, Shipping, Waterways
and Ayush, Minister of State,
Petroleum & Natural Gas and
Labour & Employment, Mem-
ber of Parliament, Guwahati
along with senior dignitar-
ies from MoPNG, Chairman
& Managing Director of OIL
and senior officials from dis-
trict administration, OIL and
other PSUs. MPOST
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PM unveils projects worth
17,500 crore in Assam

—
Press Trust of India
Guwahati

Prime Minister Narendra
Modi unveiled development
projects worth 317,500 crore
in Assam on Saturday. The
PM unveiled the projects
strengthening the health, oil
and gas, railway and housing
sectorsatafunctioninJorhat.

He laid the foundation
stone of projects under the
Prime Minister's Develop-
ment Initiative for North
Eastern Region (PM-Dev-
INE) scheme. Among these
projects are a medical college
and hospital at Sivasagar and
a Hemato-Lymphoid Centre

in Guwahati. Modi on Sat-
urday also inaugurated the
strategic  all-weather Sela
Tunnel that connects Tezpur
in Assam with Tawang in the
West Kameng district of Ar-
unachal Pradesh, close to
China border. The tunnel,
situated at an altitude of
13,000 feet, is constructed by
the Border Roads Organisa-
tion (BRO) at a cost of 825
crore. It will reduce the travel
time by an hour.

Meanwhile, Union Civil
Aviation Minister
Jyotiraditya Scindia said the
Prime Minister will inaugur-
ate and lay foundation stones
of 16 airport projects on
Sunday.
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Trades below barrier

CRUDE CHECK. But broader trend is up

—
Akhil Nallamuthu
bl. research bureau

Crude oil prices dipped last week.
Brent crude oil futures on the In-
tercontinental Exchange (ICE)
slipped 1.7 per cent as it closed at
$82.1 per barrel. Crude oil fu-
tures on the MCX was down 2.7
per cent by ending the week
at 36,459 abarrel.

BRENT FUTURES ($82.1)
Although Brent futures declined
last week, it remains within the
range of $81-84. Until it stays so,
the next swing in price will be
uncertain.

If Brent futures regain traction
and break out of $84, we could
see a quick rise in price to $90, a
resistance. Above this level, there
are barriers at $93 and $100.

Alrernatively, if the contract
falls below the support $81, it
could extend the decline to $79.
Most probably, there will be a
bounce off this level. However, if
$79 is invalidated, Brent futures
could see a dipto $73.

MCX-CRUDE OIL (¥6,459)

The March futures contract of
crude oil broke out of the resist-
ance at 36,520 early this month.
But there was no follow-through

rally since then. Last week, the
contract dipped 2.7 per cent.

That said, the crude oil futures
continue to trade above the im-
portant support at ¥6,300. The
50-day moving average coincides
at this level, making it a strong
base. So long as this level stays
true, there will always be a bullish
bias.

If the uptrend resumes, the
contract can move up to 6,800, a
barrier. A breach of this can take
the contract to 37,000. On the
other hand, if the contract breaks
below the support at 36,300,
trend can turn bearish. Nearest
support below 36,300 is at
36,000.

Trade strategy: Hold the
longsinitiated at¥6,520 early this
month. Maintain the stop-loss at
6,300. When the contract
touches %6,800, tighten the stop-
loss to %6,625. Book profits at
£6,950.
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