FINANCIAL EXPRESS, Delhi, 23.5.2024

Page No. 2, Size:(6.03)cms X (12.94)cms.

Bid for fixed-discount
oil deal with Russia
prudent, says Puri

ARUNIMA BHARADWA)
New Delhi, May 22
UNION OIL MINISTER Hardeep
Singh Puri on Wednesday said that
the government welcomes a possi-
ble joint long-term deal by a con-
sortium of Indian state-owned
refiners and Reliance Industriesto
secure oil supplies from Russiaata
fixed discount as the country's oil
demand continues to grow.

“Over 5 million barrels per day of
crude oil is consumed inindia. Why
should Indian refiner not want to
negotiate agood discountonalong
term basis. [ welcome it)” Puri said.

According to a recent report by
Bloomberg, the government wants
its refiners to lock in at least a third
of their contracted supply from
Russia at a fixed discount to help
shield the nation’s economy from
volatile prices.

Purisaid,“l don't know whether
this report {on joint OMC-Reliance
move) is correct or not because
many of these are private players.
Now, if somebody in the OMCs says
let's get together. | think it isa very
good thing.”

Russia has emerged as a major
supplier of crude oil to the country
sinceitsinvasion of Ukraine primar-
ily on the back of heavy discounts
that it offered in its supplies. How-
ever, the discounts have now nar-
roweddown totherangeof §3-4 per
barrel against $8-10 per barrel ear-
lier,owingtotighter enforcement of
US sanctions on somevessels.

Indian Oil Corp is the only
refiner to previously have a long-
term supply with Russia but the
contract has expired in March-end
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and has not been renewed yet. The
other two state-refiners — Bharat
Petroleum Corp and Hindustan
Petroleum Corp generally procure
crude oil from Russia on spotbasis,

“Discounts depend on consign-
ment toconsignment. Generally, we
procure on spot basis, two months
inadvance. Last year,we used to get
around $8-10 per barrel. May be
now it will bearound 53-4 or 53-6
per barrel range,” Bharat Petroleum
Corporation’s (BPCL) senior man-
agement had earlier said.

The company had noted that
most Russian suppliesare on spot
basis and not term basis. “1f there
arenonewgeopolitical tensions,no
new issues, we are estimating sup-
plies to continue at similar levels,”
the management had said.
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Car firms fume over
new emission goals

EU standards to hit sales, jobs since EV tech still nascent, say cos

alisha .s_achdev@livemint‘com
NEW DELHI

ndian automakers have strongly

opposed a proposal from the

country’senergy efficiency and

conservation agency to align

their fuel efficiency standards
with Europe’s new vehicle carbon
emission norms.

Accordingto three people aware
ofthe matter, the automakers have
told the Bureau of Energy Effi-
ciency (BEE) that the target of close
to 70 gm per km of CO2Z emissions
by 2030 undlerthe proposed corpo-
rate average fuelefficiency (CAFE-
III) norms is “highly impractical”.
They claim that despite significant
investments in electrification,
internal combustion engine (ICE)
vehicles will dominate the market
for the nextdecade.

Anexpertcommittee steered by
the BEE—and advised by US non-
profit International Council on
Clean  Transportation—has
impressed upon the automakersin
confidential meetingsthat it wants
toaccelerate India’s CO2 reduction
efforts, and encourage faster adop-
tion of electric vehicles (EV) by
imposing stricter standards on
original equipment manufacturers
(OEMs), the people said. This

PUSHBACK

The carmakers say the target of close to 70 gm per km of CO2 emissions
by 2030 under the proposed CAFE-Ill normsis ‘highly impractical’.
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would include penalties for non-
compliance with emissions reduc-
tion norms.

“(The proposal) will have devas-
tating effects on sales, jobs and the
financial health of OEMs if such
stringent rules come into effect,
given the nascency of the EV tech-
nology in India, and its underdevel-

WLTP: Worldwide harmonized Light vehicles Test "
Procedure, NEDC: New European Driving Cycle
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oped charging infrastructure com-
pared to Europe, against which the
BEE is benchmarking India's car-
bon emissions,” one of the three
persons cited above said on the con-
dition of anonymity. “So, there is
certainly arift between the two cur-

TURN TO PAGE 6

Automakers fume over new Europe-like carbon emission goals
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rently, and itisreasonableto
believesuchstandards cannot
cometo pass asitis.”

CAFE norms relate to car-
bon emissions from the full
fleet of a company, including
vehicles with conventional

higher number of S,
hybrids, small ICE vehicles
(which emit less carbon), or
those withmore fuel-efficient
fossil engines suchas CNG, in
a company’s fleet of cars sold
wouldreduceits carbon emis-
sionsunder CAFE-IIL.

“The biggerplay istoreduce
oilimports, butsuch hastened
clectrification will come at a
cost,whichwill affect demand

negatively,” another person
cited above said, declining to
be identified as the talks are
private. “It'll be challenging to
meet such a target, so I don't
believe thegovernmentwill go
forsuchstrict standards.”
Mint has learnt that some
sections of the auto industry
have alsosoughta carbon trad-
ing mechanism, which will
enable OEMs to buy and sell
carbon credits, but the pro-
posalisn't actively being con-
sidered yet. In Europe, OEMs
that exceed their CO2 emi:
sions targets for vehic an
purchase carbon credits or
allowances from other OEMs
tooffset their excessemissions.
Rajesh Jejurikar, executive
director and chief executive,

automotive and farm business
at Mahindra & Mahindra, told
analysts postits March quarter
earningscall that the company
has met its CAFE-II targets in
2023-24. “We expect that to

CAFE norms relate to carbon emissions from a firm's full fleet,
including conventional and clean-fuel vehicles.

ISTOCKPHOT

happen with the portfolio of
electric cars that we have in
FY25aswell.” Onthe upcoming
CAFE-HInorms, he said they
are“still under discussion”.
On the thought process

behind CAFE norms for the
future, he said the way M&M
understands the norms,
mindset right nowistoc J
CAFEnorms, whichencourage
companies to haveavery high
portfolio of electric cars. It is
being designed inaway thatlit-
ourage non-electric
hedirectionofthecon-
tionrightnowisto move
s, and push them to have
EVsbecause that'stheonly way
to meet the CAFE norms™.

“AtHyundai Motor India, we
fully supportgovernment initi-
ativesthat promotesustainable
and environmentally friendly
transportation,” said Puneet
Anand, the company’sAVPand

CAFE-IV proposed standards,
we, along with the industry
body SIAM, areactively partici-

report, published on 2 May,
estimates India will

clectrificationin EVs
pating in discussions with the |  The BEE is holding cons:
relevant Hyundai | tationsto late CAFE-III

MotorIndiaisdedicatedtopro-
viding customers with prod-
ucts that comply with all gov-
ernment regulation

and -1V normsto set targetsfor
fuel consumption and CO2
emissions. CAFE Illand CAFE
1V norms will kick in from

Queries sent to BEE, Maruti | 2027 and 2030, respectively.
Suzuki and Tata Motors Currently, the threshold for
mained unanswered till | COZ2emissions underthe pre-
press time. vailing CAFE-II norms is 113

The European Union aims
to completely phase out sales
of fossil fuel-run passenger
vehicles by 2035. India does
nothavesuch adeadline yet—
thegovernment hasseta 30%
electrification target by 2030,

ory S).
“Regarding the CAFE-1Il and

but vari: stry estimates
aremuch lower. ABNP Paribas

gm per km. By 2027, the BEE
has proposed toshrinkit close
t0 94 gm/km, the people cited
above said. Significantly, eight
outof18 OEMsreportedly did
not meet CAFE-11 norms in
2023, which could cumula-
tively attract upwards of
31,000 crore inpenalty.
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DRIVEN BY EXPANSION IN SERVICES

Compensation Gap between Pvt
& Public Sector Widens in FY23

Pvt sector wages rise to 13.5% of GDP in FY23, compensation of PSU staff falls to 11.2%
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“The higher compen- sation, :
sation ratio can be attributed to including both PSUs and govern- tion may have helped growth i

the fact that the scope of services
in GDP has risen while industry
is down,” said Madan Sabnavis,
chief economist at Bank of Baro-
da.*Typically, services haveahig-
her component of labour, which
increases share.”

Meanwhile, compensation of
employees of public sector enter-
prises declined to its lowest level
of 11.2% of the nominal GDP in
twelve years in FY23 compared to
12.4% in FY12. Incomes of state,
central and local government
employees as a share of total eco-
nomic output also declined to its
lowest level in six years to 7.9% in
FY23. It had hit a peak of 8.8% in

ment employees, as a share of GDP
fell t0 19.1% in FY23 from 19.4% in
FY22. “It is a case of retired staff
not beingreplaced,” Sabnavis said.
“Hence, employment levels are co-
mingdown. Functionsarealso out-
sourced, likesecurity and houseke-
eping, which go as admin expen-
ses,” he added. Private sector com-
pensation surpassed that of the
public sector in FY22. In FY12, the
share of public sector compensa-
tion in GDP was 2.4 percentage po-
intshigher than that of private sec-

tor,butin FY23, theshareof the pri-

vate sector was 2.8 percentage po-
ints more than that public sector:
Accordingtoexperts, higherinfla-

in nominal compensation in
the private sector in FY23 when the
average consumer inflation was
6.7%. “Higher inflation amidst mo-
dest demand for unincorporated
enterprises would have resulted in
lower salary outgo,” said Paras Jas-
rai, senior analystat India Ratings.

The rise in compensation is ac-
companied by a higher contribu-
tion by industry to total value ad-
ded, as the value-added contribu-
tion went up to 35.2% of GDP from
34.6% of the GDP in FY22.

The contribution of the public
sector enterprises in value-added
as a share of GDP has declined to
15.9% in FY23 from16.2% in FY22,
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capital

support for o1l PSUs

The Government slashes equity infusions for three major oil sector
CPSUs by 50 per cent, contradicting its 2023-24 budget commitments

n the Budget for the financial year :

2023-24 (April 1, 2023, to March 31,
2024) presented on February 1 last

year, the Union Finance Minister !

Nirmala Sitharaman announced an
equity infusion of Rs 30,000 crore in three
Central public sector undertakings (CPSUs)

viz. Indian Qil Corporation Limited ;
(IOCL), Bharat Petroleum Corporation :

Limited (BPCL) and Hindustan Petroleum

Corporation Limited (HPCL), are major- ;

ity-owned by the Government of India
(GOI). She had also proposed Rs 5,000 crore
for buying crude oil to bolster its strategic

reserves (SRs) in underground storages at :
and

Mangalore in Karnataka
Visakhapatnam in Andhra Pradesh.

The equity infusions in IOCL/BPCL/HPCL
were meant to support their capital invest-

ment plans for the transition to ‘Green
Energy’ and achieve ‘Net Zero objectives.
Net zero refers to a situation where the emis-

sions of polluting gases such as carbon diox- |
ide due to human activities and their ;
removals are in balance over a given peri- :
od. On the other hand, the allocation for :
SRs was meant to guard against the possi-

bility of any disruption in its supply.

Under the above, IOCL and BPCL had
done necessary spade work including :
approval by their respective boards for com-
ing up with ‘rights issues’ of requisite :
amounts to enable the Union Government |
to give effect to its capital contribution |
(albeit by way of equity) promised in the @
budget. In the case of HPCL, the Qil and !

Natural Gas Corporation (ONGC) having

acquired majority equity shares from the
GOl in FY 2017-18 was to come up with |
the issue of the preferential issue to give :

effect to the latter’s budgetary intention.

However, in a big climb down, in November !
2023, the Government reduced the amount
of equity infusion to the trio by 50 per cent ;
to Rs 15,000 crore even while deferring |
implementation of the budgetary :
announcement on the SRs. Meanwhile, the |
Interim Budget for FY 2024-25 presented |
by Sitharaman on February 1, 2024, didn't :
show any allocation for equity infusion for :
FY 2023-24. The said amount has been ear- :
marked for the FY 2024-25. This was con- |
firmed by Finance Secretary T V !

JUST BECAUSE
DURING

FY 2023-24,
THEY HAVE
IMPROVED.
THEIR PROFITS
DUE TO

CONTINUING
MODERATION IN
THE PRICE OF
CRUDE OIL, IT

| WON'T BE
. LOGICAL TO TRIM.
THE PROMISED
BUDGETARY.
SUPPORT
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i Somanathan ata post-budget press
i conference. As for SRs, the budget
i documents do not provide any
i funds either in the revised estimate
i for FY 2023-24 or during FY 2024-
{25

! Why did the Government climb
i down?

¢ Even as the Ministry of Finance
i (MoF) hasn't given any reason, it
i seems the decision was prompted by
i asignificant boost to their profitabil-
i ity during 2023-24. The IOCL post-
i ed a standalone net profit of close
i to Rs 40,000 crore as against a prof-
i it ofa little over Rs 8000 crore dur-

ing 2022-23. The BPCL posted a net
profit of around Rs 26,500 crore in
2023-24, compared to about Rs
1,850 crore profit during 2022-23.
The HPCL posted a profit of around
Rs 14,500 crore during 2023-24
against a loss of about Rs 9,000 crore
in 2022-23.

When the companies can generate
good profits hence, a good investible
surplus for meeting their investment

¢ commitments, why do they need

the Governments budgetary sup-
port? But, there is much more than
what meets the eye on a plain read-
ing of the profit numbers. First, out
of the net profit, a substantial
amount is paid as dividends to the
shareholders. For instance, in case
IOCL @Rs 7 on a share of Rs 10
each, the payout during 2023-24 on
a total of 1,412 crore outstanding
shares would be around Rs 10,000
crore.

Second, these undertakings are
engaged in the business of refining

i crude oil to produce a range of fin-
¢ ished products such as petrol, diesel,
i LPG etcbesides importing them to
i meet their demand. That makes
i their operations highly capital-
i intensive. Consequently, their
i investment requirements for expan-
i sion and growth are heavy. This is
i exacerbated by their commitments
i regarding the transition to ‘Green
¢ Energy. While IOCL has decided to

achieve ‘Net Zero' by 2040, BPCL
and HPCL intend to reach this goal
by 2045.

Third, the most potent reason as to
why the Government shouldn't
backtrack on the capital support
once promised to oil PSUs has to do
with the loss the latter had suffered
during FY 2022-23, courtesy of
directions given by the former
regarding setting retail prices of
petrol and diesel. To understand the
tull ramifications of such orders, let
us look at some basics.

Petrol and diesel were deregulated
long back in June 2010 and
November 2014 respectively. As a
result, oil PSUs got the freedom to
fix their retail prices. The price is
tixed as refinery-gate price or RGP
(import parity price or IPP and
export parity price or EPP of the fuel
in the ratio of 80:20) plus freight,
marketing costs, marketing margin,
dealers’ commission taxes and
duties. Considering that over 85 per
cent of India’s crude oil needed for
making refined products is import-
ed (the balance 15 per cent is
sourced from domestic companies
such as ONGC, Qil India Limited
or OIL) etc, an increase/decrease in
its international price should lead to
corresponding increase/decrease in
the retail price of petrol and diesel
but only if the marketing PSUs are
allowed to fix the price strictly as per
the formula. But, this is rarely
done. The Government issues tacit
instructions to IOCL/BPCL/HPCL
(together, they account for around
90 per cent of the domestic fuel
retail network in the country) to fix
the retail price. This is driven by
extraneous considerations. Ever
since the start of the Ukraine war in
February 2022, the international
price of 0il has been on the boil. The
average of the basket of crude oil
that India imports during April-
September 2022 was $ 103.7 per
barrel against the $90 per barrel that
prevailed before the war started. But,

$

UTTAM GUPTA

these PSUs were told to keep the
price of petrol and diesel unchanged
for six months. This led to substan-
tial under-recovery from the sale of
these products.
For instance, in June 2022, the price
of petrol in Delhi remained at Rs 97
per litre corresponding to the pre-
war crude price of USS 90 per bar-
rel. This was despite the price of
crude jumping to USS 116 per bar-
rel which would have required the
price to be set at Rs 112 per litre.
Consequently, on the sale of petrol
during June 2022, the PSUs suffered
under-recovery of Rs 15 per litre
(112-97).
Cumulatively, the three PSUs
incurred a loss of around Rs 40,000
crore during the first half of FY
2022-23. As the crude price start-
ed to decrease from October 2022
onward, their finances became a
shade better during the second
half. For the whole year, they post-
ed a meagre profit of Rs 850 crore.
The capital infusion of Rs 30,000
crore proposed in the budget for
2023-24 was meant to help them
offset the losses incurred in the pre-
vious year.
Just because during FY 2023-24,
they have improved their profits due
to continuing moderation in the
price of crude oil, it won't be logi-
cal to trim the promised budgetary
support. Moreover, they need some
cushion to guard against crude
prices moving north vet again; that
possibility is not ruled out consid-
ering the continuing tense geo-polit-
ical situation. For the same reason,
the Government shouldn't defer bol-
stering the strategic buffer of crude
oil.
In sync with its emphasis on “pre-
dictability’ and ‘stability” of the pol-
icy, having deregulated petrol and
diesel, the Government shouldnt
interfere in the process of setting
prices by the oil PSUs.

(The writer is a policy analyst;

views are personal)
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THE COMPASS

Higher output, reasonablevaluations positive for ONGC

DEVANGSHU DATTA

Upstream majors ONGC and
0Oil India (OIL) results for the
January-March quarter (Q4)
of FY24 suggest better pro-
duction in future. But OIL
missed its own production
targets although it delivered
higher volumes and it disap-
pointed the market in terms
of Ebitda.

ONGC reported stand-
alone Ebitda of 17400 crore
(up 7 per cent year-on-year or
Y-0-Y) in Q4FY24, slightly
below estimates due to other
higher expenses. This was
due to one-off charges of
X900 crore for tax-related
matters. The Q4FY24 PAT
was 13 per cent higher, due to
lower depreciation and less

expense for dry well write-
offs. The management
expects total production
(excluding joint ventures) to
rise to 47 million metric
tonnes of oil equivalent
(mmtoe) in the next three
years from 39 mmtoe now,
driven by KG-98/2 and
Daman developments.
ONGC’s 0il production is
projected to rise from 19.2
mmtoe in FY24 to 22 mmtoe
in FY27. Gas production is
projected to rise from 19.3 bil-
lion cubic meters (bem) in
FY24 t025.5 bcm in FY27.
Gas production from the
KG-98/2 asset, which will
begin in Q3FY25, is expected
to hit 10 mmsemd (million
metric standard cubic meters
per day) by FY25 end, while
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oil production could ramp up
045,000 bpd (barrels per
day) by Q4FY25.

The FY24 capex was
%37,000 crore, attributed to

one-off projects and capitali-
sation of expenses. Capex
may normalise at¥33,000-
35,000 crore in FY25 (exclud-
ing green opportunities).

Crude oil sales stood at 4.7
mmt in Q4FY24, while gas
sales were at 3.8 bcm, more or
less in line with expectations.
Value-added product sales
stood at 622,000 metric
tonnes (MT).

Oil realisation was around
$80.8 per barrel (up 5 per cent
YoY). The Ebitda was 317,400
crore (up 7 per cent Y-0-Y),
while PAT was39,900 crore.
The PAT was boosted by
lower-than-expected depreci-
ation and dry well write-offs.
Performance was also
boosted by inventory gains of
%900 crore. The company

declared a final dividend of
2.5 per share, in addition to
earlier 9.75 per share
declared in FY24.

0Oil production of overseas
subsidiary, OVL (ONGC
Videsh) declined 2 per cent
quarter-on-quarter (Q-0-Q) to
1.78 mmt, while gas produc-
tion was 0.843 bcm in
Q4FY24 (down 2 per cent Q-
0-Q). Crude oil sales for OVL
stood at 1.184 mmt (down 3
per cent YoY), while gas sales
were 0.444 bem (down 15 per
cent YoY). OVL's revenue was
32,080 crore (down 15 per cent
YoY) and profit before depre-
ciation and tax (PBDT) stood
atz1,880 crore (up 106 per
cent YoY). ONGC guided for
6 per cent production volume
CAGR over the next three

years, with rising production
from KG 98/2, Daman upside
development, and monetisa-
tion of stranded gas reserves.
Executing this will be crucial.
The company announced
11 discoveries in FY24, and
has monetised seven of these
11 discoveries, besides four
discoveries from FY23. It
plans to monetise 8-10 discov-
eries in FY25. ONGC achieved
its highest-ever standalone
PAT 0f%40,530 crore and
highest-ever consolidated
PAT 0f 57,100 crore in FY24.
ONGC has 37 JU rigs, (six
owned, rest hired) and does
not think there will be short-
age of rigs. ONGC announced
318,000 crore investment in
Opal (ONGC Petro Addition)
and expects pending approv-
als soon. In FY23, OPAL
reported PAT loss 0f 4,000
crore, which narrowed to

33,300 crore in FY24. ONGC
plans to convert debt to
equity and expects OPAL to
break even in a year or two.
While gas and crude prices
stay high, ONGC would do
well though profits are
capped by windfall taxes. Net
of windfall tax, realisation is
between $75-76 per barrel. Gas
realisations of new wells
would also be at 20 per cent
premium to APM (adminis-
tered pricing mechanism)
gas. The upside in production
volumes coupled to reason-
able valuations are two rea-
sons why most analysts are
bullish on the stock.
According to Bloomberg,
17 out of 23 analysts polled
post Q4 results are bullish on
ONGG; their average one-year
target price is ¥3074. For OIL,
6 of 7 analysts are bullish; tar-

get price isX729.7.
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NGT orders CPCL to pay
penalty of ¥5 crore
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Chennai: The National Green
Tribunal {(NGT) penalised CPCL
over an oil spill in Tamil Nadu'’s
Nagapattinam last year and
levied a penalty of ¥5 crore on
the IOCL group company. The
leak was from a 9 km-long
20-inch diameter pipeline from
the Chennai Petroleum
Corporation Ltd Cauvery Basin
Refinery (CBR) crude storage
tanks at Nagapattinam to
Karaikal Port. en



MORNING STANDARD, Delhi, 23.5.2024

Page No. 12, Size:(24.90)cms X (17.11)cms.

‘OMCs should bargain with
oil producers for discount’

RAKESH KUMAR @ New Delhi

DOMESTIC oil marketing com-
panies (OMCs) should come to-
gether and negotiate with oil
producing companies for a
good discount on long-term
contracts, said petroleum min-
ister Hardeep Singh Puri on
Wednesday.

Puri, addressing the press,
said India holds the most im-
portant card—the market
card—and since it consumes
over 5million barrelsa day. “As
far as India is concerned, we
are holding one of the most im-
portant cards in your hand,
which is a market card, which
means that 5 million plus bar-
rels a day are consumed in In-
dia. Why should the Indian re-
finers not want to negotiate a
good discount on a long-term
basis,” said the minister.

In India, state-owned compa-
nies such as Indian Oil Corpo-
ration (IOCL), Bharat Petrole-
um Corporation (BPCL), and

Hindustan Petroleum Corpora-
tion (HPCL) import the major-
ity of crude oil. Private refin-
ers, Reliance Industries and
Nayara Energy, also import a
significant amount of crude.
As per the government data, In-
dia imported $132.4 billion of
crude oil in FY24 as against
$157.50 billion spent in FY23.
India is believed to have saved
$25 billion in foreign exchange
in the year ending March 31 as
against FY23. This saving is at-
tributed to the discount re-
ceived on Russian crude oil im-
ports. India has increased its
imports from Russia due to the
attractive discount offered to

refiners. However, BPCL, dur-
ing an investor call, indicated
that the discount has narrowed
recently. They previously re-
ceived a discount of about $8-
$10 per barrel on Russian crude
oil last year, but this year’s dis-
count is expected to be lower,
potentially in the range of $3-
$4 or $3-$6 per barrel.

Therefore, the minister sug-
gested that the Indian refiner-
ies come together to negotiate
with the oil producing compa-
nies for a better discount. He
highlighted the example of a
coordinated move by OPEC+
(the Organization of Petroleum
Exporting Countries), a cartel
of oil-producing countries, to
cut down 2.2 billion barrels of
crude per day to check the glo-
bal crude price. The cut was
what the minister called sub-
stantial. He also said that de-
spite ongoing conflicts in the
world and the continued pro-
duction cuts by OPEC, the price
of oil is held.
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Petronet LNG posts highest-ever
net profit in FY24; 20% rise in Q4

PT1/ New Dethi

Petronet LNG Ltd - India's
largest Hquefied natural gns ime
porter - on Wednesday reported
a 20 per cent rise in the March
quarter net profit on the back of
importing higher LNG volumes,

For the entire 2023-24 fiscal
(April 2023 to March 2024),
Petronet reported highestever
net profit of Rs 3,55 crore on the
back of a 2 per cent growth in
volume throughput.

The net profit reported in the
March guarter was Rs 738 crore
as compared with Rs 64 crore in
the same period of the previous
year; said Petronet MD & CEO
Akshay Kumar Singh. The profit
was, however, lower than Rs 1,191
crore earned in the preceding
quarter,

ended March 31, Petronets main
stay Dahej terminal in Guiarat
processed 219 trillion British
thermal units (TBTU ) of LNG as
against 218 TBTU during the pre-
vious guarter ended December
31, 2023 and 172 THTU during the
corresponding quarter of the
previous fiscal The overall LNG
volume processed by the compa-
ny during the January-March pe
riod was the highest ever at 24
TBTU, as against the LNG vol

ume processed in the previous
and corresponding guarters,
which stood at 232 TBTU and 185
TBTU, respectivelv

During the current guarter
ended March 31, Petronet’s main
stay Dahej terminal in Gujarat
processed 219 trillion British
thermal units (TBTU)of LNG as
against 218TBTU during the pre-
vious guarter ended December
a1, 2023 and 172 TBTU during the
corresponding quarter of the
previous fiscal.

The overall LNG volume
processed by the company
during the January-March peri
od was the highest ever at 23
TBTU, as against the LNG vol
ume processed in the previous
and corresponding guarters,
which stood at 232 TBTU and 185
TETU, respectively
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Refining margins of OMC:s likely
to moderate for 2nd year in arow

—
Rishi Ranjan Kala
MNew Delhi

Domestic oil marketing com-
panies (OMCs) are likely to
face margin pressures in
FY25 on account of a moder-
ation in gross refining mar-
gins (GRMs) due to reduc-
tion in product -cracks,
particularly  diesel, and
shrinking discounts on Rus-
sian crude oil.

According to CareEdge
Ratings, after enjoying ex-
ceptionally high GRMs in
FY23 at an average of $16-18
per barrel, the GRMs of In-
dian refiners moderated to
anaverage of $10-12in FY24.

The agency expects the
GRMs of Indian refiners to
moderate further in FY25
and remain $6-8 a barrel.
Marketing margin is also ex-
pected to moderate due to
reduction in retail price of
petrol and diesel by ¥2 alitre,
effective March 15, 2024.

MARGIN PRESSURES
In FY23, Indian refiners ex-
perienced an extraordinary
period with all-time high
GRMs, influenced by disrup-
tions in the demand-supply
dynamics triggered by the
Russia-Ukraine war.

Geopolitical factors led to
an increased supply of cost-
effective Russian crude oil to
India. Simultaneously, the
cessation of natural gas sup-
ply from Russia to Europe
resulted in a substantial rise
in diesel cracks, further en-
hancing the GRMs for Indian
refiners, CareEdge said.

The subsequent normal-

CareEdge Ratings expects
GRM of refiners to moderate
further in FY25 and remain in
the range of $6-8 a barrel

isation of diesel cracks and
contraction in discount
available on Russian crude
led to a moderation in GRMs
during FY24 to an average of
$10-12 a barrel. However,
the GRMs of Indian refiners
consistently outperformed
the benchmark Singapore

GRMs,  reflecting  the
evolving  dynamics..., it
added.

“While FY23 and FY24
were exceptional years for
Indian refiners, FY25 is ex-
pected to witness some nor-
malcywith moderation in re-
fining and  marketing
margins. Expected refining
margin of $6-8 a barrel in
FY25 with full utilisation of
refining capacities are still
expected to be decent when
compared with pre-Covid
vears and it provides head-
room to absorb potential
shocks in marketing mar-
gin,” CareEdge Ratings Dir-
ector Hardik Shah explained.

The Russia-Ukraine con-
flict pulled up crude oil
prices to record levels in H1
FY23. This could not be

passed on to Indian custom-
ers due to stagnant retail
prices resulting in loss from
marketing operations of
OMCs.

Marketing margin started
improving from Q3 FY23
with a reduction in crude
prices and stable retail prices
of petrol and diesel. How-
ever, with the surge in crude
prices in the latter part of Q2
FY24 which closed at $96 a
barrel and retail prices being

unaltered, the marketing
margin witnessed a
moderation.

Despite this, the overall
marketing margin for FY24
witnessed a substantial jump
over FY23 aided by relatively
lower crude prices and stable
retail prices.

Significantly higher mar-
keting profit offset the re-
duction in GRM in FY24.

Marketing margin is ex-
pected to moderate substan-
tially in Q1 FY25 with the re-
cent price cut for petrol and
diesel, the agency said.

Crude prices are on an in-
creasing trend since the start
of calendar year 2024 barring
some reduction in between.
An upward bias is expected
in the near term on the back
of the strained situation
between Israel and Iran amd
the marketing margin of
OMCs is expected to remain
under pressure in FY25.

RUSSIAN SUPPLY
CareEdge pointed out that
the share of Russian crude in
India’s total crude oil im-
ports reached a nine-month
high level of 40 per cent in
April 2024.
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‘Seeking a good discount on
Russian oil is right thing to do’

L
Rishi Ranjan Kala
New Delhi

Oil Minister HS Puri on
Wednesday said there is no
reason why domestic re-
finers should not want to
negotiate a “good discount”
on a long-term basis with
Russia, emphasising that In-
dia holds the key card in
high crude oil consumption.

The world’s third-largest
crude oil importer pro-
cessed 5.24 million barrels
per day (mb/d) on a provi-
sional basis in FY24 com-
pared with 5.13 mb/d in

FY23and 4.85mb/din FY22.
The country consumes
roughly 5 mb/d.

The Minister pointed out
that international oil and
gas markets are facing un-
certainty due to geopolitical
conflicts coupled with the
tragic helicopter crash that
killed Iran’s President Eb-
rahim Raisi on Sunday.

When asked about Indian
refiners forming a cartel to
negotiate  discounts on
crude oil from Russia, Puri
said, “I don’t know whether
this report is correct or not
because many of these are
private players.”

On discounts, Puri added:
“Why is that any surprise?
You are holding one of the
most important cards in
your hand, which is the mar-
ket card. This means more
than 5 mb/d are consumed

All those who have
invested in this
ccosystem think all the
major stakcholders do
not want large-scale
hostilities.

HARDEEP SINGH PURI

Minister for Petroleum and
Natural Gas

in India. Why should Indian
refiners not want to negoti-
ateagood discountonalong
term basis? So, that’s my
point. I am upfront. I wel-
come it. Now, if somebody
in the OMCs says, let’s get
together. I think it is a very
good thing.”

RUSSIAN DISCOUNTS
Russia has slashed discounts
on crude oil, particularly on
Urals, in the past year
Earlier this month, Bharat
Petroleum Corporation
(BPCL) said Russian crude
oil discounts have almost
halved to $3-6 per barrel at
present from an average of
$8-10 during FY24.

According to ICRA, India
saved around $5.1 billion in
FY23 and $7.9 billionin 11M
FY24 on its oil import bill
due to discounts on Russian
cargo.

However, it estimates
that the extent of monthly

discounts relative to price
has narrowed sharply over
the fiscal (FY24), to around
8 per cent on an average in
September-February FY24
from around 23 per cent in
April-August FY24. Con-
sequently, savings related to
purchase of Russian crude
are likely to have dipped to
$2 billion in September-
February FY24 from $5.8
billion in  April-August
FY24.

“With India’s oil import
dependency expected to re-
main high, if the discounts
on purchases of Russian
crude persist at the prevail-
ing low levels, ICRA expects
India’s net oil import bill to
widen to $101-104 billion in
FY25 from $96.1 billion in
FY24, assuming an average
crude oil price of $85 per
barrel in the fiscal. Addition-
ally, any escalation in the
Iran-Israel conflict and an
associated rise in crude oil

STATE OF FLUX. Effectiveness of the recovery, not equilibrium, is the issue: Puri

prices could impart an up-
ward pressure on the value
of net oil imports in the cur-
rent fiscal year,” it added.

OIL MARKETS

Prices are not volatile, Puri
said, adding, “My under-
standing is that there is a
certain amount of uncer-
tainty. What is the uncer-
tainty? There are two-and-a-
half-theatres of conflict.
There is also talk of some
other uncertainty. There has
been a tragic incident in one
of the oil producing coun-
tries. The helicopter crash.
Taking all that into account,
the oil prices are still
holding.”

The Minister explained
that despite the fairly sub-
stantive production cuts an-
nounced by OPEC+ crude
oil prices have held.

Analysts said that crude
prices have ruled in a very
narrow — between $82 and
$84 per barrel — so far in
May. Brent was trading at
$81.74 a barrel on Wednes-
day afternoon.

Puri said, “In spite of all
that, prices have held... all
those who have invested in
this ecosystem think all the
major stakeholders do not
want large-scale hostilities.
The equilibrium between
supply and demand is by and
large being met. The issue
today is different. The issue
is how effective is the
recovery.”
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