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THE COMPASS

An arduous second

half awaits oil
marketing firms

DEVANGSHU DATTA

The medium-term scenario for
oil marketing companies (OMCs) is
high risk due to the surging crude
and gas prices.

Apart from OPEC-plus cutting pro-
duction, the Hamas-Israel conflict has
caused fears of supply disruption.

The July-September quarter of
2023-24 (Q2FY24) saw positive sur-
prises for OMCs. Strong gross refining
margins (GRMs) more than offset
weak marketing margins.

Most commodity traders are bet-
ting energy prices will remain high.

While OMCs have availed
Russian crude at discounts the price

differential between benchmark

Brent and Russian has

narrowed. Elections _
Base=100

makes it unlikely the
OMCs will be able to
fully pass on hikes in

Loc

%6670 crore in HIFY24 and an FY24
target of 10,000 crore. The debt was
at ¥51,760 crore, up I60 crore Q-0-Q
and down 16,790 crore Y-0-Y.

10C reported an operating profit
0f 21,300 crore (up 4.3 times Y-0-Y),
led by better-than-expected GRM at
$17.9/bbl and higher marketing mar-
gins at 35.8/litre.

Refining throughput was at 17.8
million metric tonnes (mmt), up 10
per cent Y-0-Y. Petchem sales volumes
rose 53 per cent Y-0-Y to 0.82mmt vs.
0.54mmt in Q2FY23.

The petchem segment profit was
160 crore. Petchem margins declined
in Q2FY24 and saw further decline in
October. The company hopes to divest
its hydrogen plant, which would
mean a cash infusion
and it will commission
various projects over
the next two years.

The Panipat refin-
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raw material costs. — & ery’s capacity will
Hence marketing mar- HPCL ‘ expand from 15Smmt
gins could be poor. —V AN 120 perannum (mmtpa) to
Hopefully, GRMs L /BPC 25mmtpa by
will remain strong, i 100 September 2024, and
but there are signs of the Gujarat and
weakening. Sasex Barauni refineries will
For HPCL, the ‘gq319) Nov 7,23 also expand capacity
Q2FY24  operating e . by December 2024.
profit and net profit iy BSgResear(h Buteal BPCL’'s Q2FY24 net
were stronger and pos- profit of 8,500 crore

itive year-on-year (Y-o-

Y), but down 15 per cent, and down
17.5 per cent Q-0-Q on a fall in inte-
grated margins due to the decline in
marketing margins.

The reported GRM was $13.33/bar-
rel or bbl ($7.44 the previous quarter,
$8.4 a year ago).

There would be a refinery inven-
tory gain, which may work out to
$2.8/bbl versus a loss of $0.2 the prior
quarter, and a loss of $1.6/bbl a year
ago. The refinery throughout was
5.75mmt at 112 per cent utilisation (106
per cent in Q1FY24, 100 per cent Y-0-
Y. The integrated core operating profit
margin was around $4.5/bbl ($9.4
Q-0-Q, and negative $0.8 Y-0-Y). The
marketing profit is calculated at ¥1.2/
litre (%5.8 Q-0-Q, negative 1.5 Y-0-Y).
There was a 3230 crore forex loss
which hit profits.

The capex was at 33,350 crore with

(vsloss Y-0-Y) was also
a positive surprise. Strong GRMs were
Kkey to the turnaround at $18.5/bbl.

Marketing volumes were up 7 per
cent Y-0-Y but margins moderated Q-
0-Q. There was an inventory gain of
%1500 crore. The timelines on the pro-
posed rights issue are unclear but it is
seeking approvals from the Ministry
of Petroleum and Natural Gas and
Securities and Exchange Board of
India (Sebi) for the issue.

In the consolidated P&L account,
BPCL booked 300 crore in a non-
recurring provision towards a
stranded Mozambique LNG project
where it has 10 per cent stake. The
management reiterated capex plans
of more than 1.5 trillion, which
includes Bina refinery expansion and
a petchem project, as well as renew-
ables investments, marketing, and
thrust into city gas distribution.
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TOTAL VALUE OF INDIA’S OIL IMPORTS FOR APRIL-SEPTEMBER WAS $63.86 BILLION

Cheaper Russian oil helped Indian
refiners save $3.3 bnin H1 of FY24

SUKALPSHARMA
NEW DELHI, NOVEMBER7

INDIAN REFINERS are estimated
to have saved around $3.3 billion
in the first half of the current fi-
nancial year (FY24) through
their purchases of discounted
Russian crude oil, shows an
analysis of India's official trade
data for April-September. Russia,
whidh used to be amarginal sup-
plier of crude to India before the
war inUkraine, was New Delhi's
largest source of oil in April-
September, accounting for al-
most 39 per centof India's over-
all oil imports by volume and
nearly 36 per cent by value.

India is the world's third-
largest consumer of crude oil
and depends on importsto meet
over 85% of its requirement.
Crude oil also tops the list of
India's merchandise imports by
value. WithWestern buyers cut-
ting oil imports from Russiain
thewake of its February 2022 in-
vasion of Ukraine, Moscow
started offering deep discounts
onitscrude.Indian refiners have
been lapping up these dis-
counted barrels, catapulting
Russia to the top spot among
MNew Delhi's oil suppliers.

The total value of India’s oil
imports for the first six months
of theongoing finandal year was
$63.86 billion. Had Indian refin-
erspaid for Russian oil the aver-
age per-barrel price they paid for
crude from all ether suppliers
put together, the oil import bill

The average landed price of Russian crude for Indian refiners
for the April-September period was $71.83 per barrel. Fife

INDIA'S TOP FIVE CRUDE OIL SUPPLIERS

(APRIL-SEPTEMBER)
Supplier Oillmport . Oillmport - Average , Share by
Vaolume Value © LandedPrice! Volume

{{mnbarrels) ¢ ($mn) ($/barrel) | Precent

Russa | 31796 2283971 7.83. 389
Irag | 16633 : 12749.83 : 7665: 204
SaudiArabia N701¢ 10410 88.97 | 14.3
UAE | 3626 32075 8846, 44
USA 3343 : 2960.84 41

Based on analysis of data from the Directorate General of Commercial
Inteliigence and Statistics {DGOES), Ministry of Commerce

would have been $67.14 hillion,
shows the analysis by The Indian
Express. The value of oil imports
from Russia for the period was
$22.84 billion, In terms of vol-
umes, India imported a total of
11151 million tonnes, or 817.35
million barrels, of crude oil in
April-September. Oil imports
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from Russia for the periodstood
at43.38 million tonnes, or 317.96
million barrels,

The average landed price of
Russian crude for Indian refiners
for the April-September period
was $71.83 per barrel, $10.32
lower than the average landed
price of non-Russian barrels, as

2023

pertheanalysis. It translatesinto
an effectve discount of 12 6 per
cent to the average price of il
imported from other supplying
nations.

In the overall scheme of
India’s foreigntrade, $33 billion
may not appear to be a signifi-
cantamount, but the savings are
substanual for the country's ma-
jor oil importers--Indian refin-
ers like Indian Oil Corporation,
Reliance Industries, Bharat

Petroleum Corporation,
Hindustan petroleum
Corporation, and Nayara Energy.

The government releases
commodity-wise and country-
wise trade datawith alag,andso
far, data ull September has been
made available, While the price
of crude oil depends on grades
and their prices can vary sub-
stantially, the average landed
price of crude and import vol-
umes from the supplying coun-
tries were used for computa-
tions as the government does
not release grade-wise data.

In April-September, Iraq was
India’s second-biggest oil sup-
plierwithamarket shareof204
percent by volume, followed by
Saudi Arabia with a 14.3 percent
share, Priorto the war in Ukraine,
Irag was India's top supplier of
crude oil, followed by Saudi
Arabia. Inthe corresponding six
months of last year, Irag and
Saudi Arabia accounted for 24.2
percent and 17.9 per cent, re-
spectively, of India's crude cilim-
ports by volume, Russia was in
the third spotwitha shareof 15.8

percent.

Compared to the next four
majorsupphersof crudetolndia
during the first half of the cur-
rent financial year, the landed
price of Russian oil was at dis-
counts ranging between 6.3 per
cent—in the case of Irag—and
19.3 per cent—in the case of
Saudi Arabia. The United Arab
Emirateswas the fourth-biggest
supplier of crude to Indiaduring
the perod and Russian crude
was 18.8 per cent cheaper than
oll supplied by the former. In the
fifth spot was the United States
(US), and Russian oil supplies to
India were at an average dis-
count of 18.9 per cent to US
crude, the computations show.

The effective discounts, while
significant from the point of
view of Indian refiners, are not
as highas what had been initially
anticipated. Relatively higher
cost of freight and insurance for
Russiancrude as compared to oil
from other suppliers is seen as
the most likely reason. Mostof
Russian oil bought by Indian re-
finers is on delivered basis,
which means that shipping and
insurance is arranged by the
seller. With Moscow facing
Western sanctions over the
Ukraine war, freight and insur-
ance costs for ferrying Russian
oil shot up. This suggests that
while the discounts might have
been deeper on the actual price
of oil, the effective discount on
landed price, which includes
freightand insurance costs, was
much lower.

(G0
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@ TOTAL VALUE OF OIL IMPORTS DURING APRIL-SEPT AT $63.86 BN

Cheaper Russian oil helped Indian
refiners save $3.3 bn in H1 of FY24

SUKALP SHARMA

New Delhi, November 7
INDIAN REFINERS ARE esti-
mated to have saved around
§3.3 billion in the first half of
the current financial year
(FY24) through their pur-
chases of discounted Russian
crude oil, shows an analysis
of India’s official trade data
for April-September. Russia,
which used to be a marginal
supplier of crude to India
before the war in Ukraine,
was New Delhi's largest
source of oil in April-Septem-
ber, accounting for almost
39% of India’s overall oil
imports by volume and
nearly 36% by value.

India is the world's third-
largest consumerof crude oil
and depends on imports to
meet over 85% ofits require-
ment. Crude oil also tops the
list of India’s merchandise
imports by value With West-
ern buyers cutting oil
imports from Russia in the
wake of its February 2022
invasion of Ukraine, Moscow
started offering deep dis-
counts on its crude. Indian
refiners have been lappingup
these discounted barrels, cat-
apulting Russia to the top
spot among New Delhi's oil
suppliers.

The total value of India’s
oil imports for the first six
months of the ongoing
financial yearwas $63.86 bil-
lion. Had Indian refiners paid
for Russian oil the average
per-barrel price theypaid for

The average Iaded price cfussian cru

|

de r Indin refiners

for the April-September period was $71.83 per barrel

INDIA'S TOP FIVE CRUDE OIL SUPPLIERS

(April-September)
Oil Import . Oilimport Average Share by
Volume Value | LandedPrice| Volume
Supplier (mnbamels) ($mn) (5/bamrel) Precent
Russia 317.96 | 22839.71 71.83 38.9
Iragy 16633 | 12749.83 76.65 20.4
Savdisrabia  117.01 10410 88.97 14.3
UAE 36.26 3207.5 88.46 L.t
LISA 3343 | 2960.84 88.56 4.1

Batad on analysic of data from the Directomte General of Commarcial

Intelligence and Statistics (DECIRS), Ministry of Commerca

crude from all other suppli-
ers put together, the oil
import bill would have been
$67.14 billion, shows the
analysis by The Indian
Express. The value of oil
imports from Russia for the
periodwas $22.84 billion.In
terms of volumes, India
imported a total of 111.51
million tonne,or817.35 mil-
lion barrels, of crude oil in
April-September. Oilimports
from Russia for the period
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stood at4 3.2 8 million tonne,
or 317.96 million barrels.

The average landed price
of Russian crude for Indian
refiners for the April-Sep-
tember period was $71.83
per barrel, $10.32 lowerthan
the average landed price of
non-Russian barrels, as per
the analysis. [t translatesinto
an effective discount of
12.6% to the average price of
oilimported from othersup-
plying nations,

In the overall scheme of
India’s foreign trade, $3.3
billion maynotappeartobea
significant amount, but the
savings are substantial for
the country’s major oil
importers--Indian refiners
like Indian Oil Corporation,
Reliance Industries, Bharat
Petroleum Corporation, Hin-
dustan petroleum Corpora-
tion, and Nayara Energy.

The government releases
commodity-wise and coun-
try-wise trade datawith alag,
and so far, data till Septem-
berhas been made available.
While the price of crude oil
depends on grades and their
prices can vary substantially,
the average landed price of
crude and import volumes
from the supplying countries
were used for computations
as the government does not
release grade-wise data.

In April-September, [raq
was India's second-biggest
oil supplier with a market
share of 20.4% by volume,
followed by Saudi Arabiawith
al4.3%share.

Prior to the war in
Ukraine, Iraqg was India’s top
supplierof crude oil, followed
by SaudiArabia.In the corre-
sponding six months of last
year, Irag and Saudi Arabia
accounted for 24.2% and
17.9%, respectively, of
India’s crude oil imports by
volume. Russia was in the
third spot with a share of
15.8%0,

Compared to the next four
major suppliers of crude to

India during the first half of
the current financial year, the
landed price of Russian oil
was at discounts ranging
between 6.2% -- in the case
oflrag--and 19.3% --in the
case of Saudi Arabia. The
United Arab Emirates wasthe
fourth-biggest supplier of
crude to India during the
period and Russian crude
was 18.8% cheaper than oil
supplied by the former. In the
fifth spot was the United
States (US), and Russian oil
supplies to India were at an
average discountof 18.9%to
US crude, the computations
show.

The effective discounts,
while significant from the
point of view of Indian refin-
ers, are not as high as what
had been initially antici-
pated. Relatively higher cost
of freight and insurance for
Russian crude as compared
to oil from other suppliers is
seen as the most likely rea-
son. Most of Russian oil
bought by Indian refiners is
on delivered basis, which
means that shipping and
insurance is arranged by the
seller. With Moscow facing
Western sanctions over the
Ukraine war, freight and
insurance costs for ferrying
Russian oil shot up.This sug-
gests that while the dis-
counts might have been
deeperon the actual price of
oil, the effective discount on
landed price, which includes
freight and insurance costs,

was much lower.
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City Gas Cos Need to Boost CNG Adoption: IGLMD

Says govt should evaluate
subsidising PNG supplies for
poor households to ensure
competitiveness with LPG

Sanjeev.Choudhary
@timesgroup.com

New Delhi: City gas companies will ha-
ve to shift their focus away from profit
margins to sales volume to accelerate
the CNG vehicle adoption and overall
consumption of natural gas in the co-
untry, said Kamal Kishore Chatiwal, ma-
naging director, Indraprastha Gas (IGL).

In an interview to ET, he said the go-
vernment should evaluate subsidising
piped natural gas (PNG) supplies for po-
or households to preserve its competiti-
veness with LPG, which isattractingex-
panding subsidies in different states
ahead of upcoming polls.

“There is a scope for city gas distribu-
tors to reduce CNG prices and focus on

volumes for faster penetration of gas in
the country,” said Chatiwal.

CNG prices should not be as high as
they are in some areas, he said, adding
that in some licensed areas CNG prices
are close to diesel prices.

*There are two advantages associated
with CNG — environmental and econo-
mic. Until the economic benefit is reali-
sed by the people, they won't convert to
CNG,"” said Chatiwal.

About 15-17,000 vehicles convert to

Q TWIN ADVANTAGES

Thereare two advantages
associated withCNG—-en-
vironmental and economic.
Until the economic benefit
iSrealised by the people,

they won'tconvertto CNG
KAMAL KISHORE CHATIWAL

Managingdirector, Indraprastha Gas

CNG every month in the areas IGL ope-
rates in. “IGL’s philosophy has been to
focus on volumes,” said Chatiwal, ad-
ding that higher volume ensures incre-
ased revenue and higher profit even if
themargins shrink a bit.

The government allocates cheaper do-
mestic gas to city gas companies, which
compress it and sell it to CNG vehicle
driversat market price. City gas players’
fat margins have triggered a debate on
whether CNG prices should be capped.

“I don’t have the power to fix (CNG)
prices. But if the government is gi-
ving them (domesticgas)ataparticu-
larly cheaper price, I have a feeling
that the government could examine
whether it also has the remit to de-
mand what could be the end consu-
mer price for CNG,” Petroleum and
Natural Gas Regulatory Board chair-
man Anil Jain told ET last week.

High taxes and exorbitant lease ren-
talsforthe dispensingsites insomesta-
tes have also contributed to increased
CNG prices, said Pawan Kumar, direc-
tor (commercial)at IGL.

Curbs on diesel buses coming from ne-
ighbouring states to Delhi due to high

air pollution presents an opportunity
for IGL, said Chatiwal. There are about
2,000 diesel buses, which come to Delhi
from neighbouring states. And if these
buses convert to CNG, their operating
cost would fall, he said, adding that the
conversion cost of about Rs 4-5 lakh for
each bus can be recovered in less than a
year. Many of these buses originate or
cross the areas in which IGL operates its
CNG stations and, therefore, can lead to
arevenue boost for the company.
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® NON-TAX RECEIPTS STRONG, RBI SURPLUS TRANSFERS UP 188%

CPSE dividends to Centre
to exceed BE by ¥20,000 cr

PRASANTA SAHU
MNew Delhi, November 7

THE CENTRE'S DIVIDEND receipts
from central publicsectorenterprises
(CPSEs) will likely exceed the Budget
Estimate (BE) of ¥43,000 crore for
2023-24 by close to ¥20,000 crore,
partly bridging the likely shortfall in
disirvestment receipts.

Sofar thisfiscal,around ¥20,000
crore hasbeen obtained throughdiv-
idends from CPSEs, which is 4 7% of
the full-year target.

The dividend tranches so farin
FY24 include ¥3,031 crore from the
NationalInvestmentand Infrastruc-
ture Fund, ¥ 2,182 crore from Indian
Oil Corporation, ¥1,701 crore from
Power Grid Corporation, ¥1,556
crore from Coal India and ¥1,487
crore from NTPC.

CP5E dividend receiptsin FY23
werearound ¥59,000crore,and 70%
ofthesecamein the last fivemonths
of the year, despite negligible divi-
dendsfromoilmarketingcompanies
(OMCs) astheir margins cameunder
pressure due to the freeze in retail
fuel prices after the Russia-Ukraine
war broke out. OMCs had been pay-

UPWARD TREND

= ¥20,000 cr obtained
through dividends
from CPSEs so far,
which is 47% of the
full-year target

B Receipts in FY23
were 59 000 cr; 70%
camein last 5 months

B OMCs have reported
robust profits in FY24;
OMC dividends in
F¥23 were negligible

B Going by trends so farm Centre's
dividend receipts from CPSEs may
bearound ¥560,000 crore

ing ¥6,000-10,000 crore in annual
dividendsto the Centre,

However, OMCs have reported
robust profitsin the first twoquarters
of FY24.0MCs’profitability surged to
21,500 crore inQ2FY 24 as against
aIﬂssof'{(SDDcrm‘eiuQ.ZFYEB,mving
to strong marketing margins. These
tirms had also reported a robust
¥24,300 crore profitin Q1FY 24 as
against the loss of ¥8,300 crore in
Q1FY2 3. However, the profits firms
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may be dented in the coming quar-
ters due to elevated crude oil prices.
There are chances of losses in Q4 if
crude prices firm up beyond a level
and retail fuel prices are unchanged.
Going by the trends so far, the
Centre's dividend receipts in FY24
from CPSEs may bearound ¥60,000
crore,40% more than the BE.
Despitethegovernmentreducing
its stake in several of these compa-
nies, the policy of the department

of investment and public asset
management (Dipam) of nudging
CPSEs to give higher dividends
to keep investors’ interest in their
stocks isalso aided by higher com-
modityprices.

CPSE dividend receipts under
the supervision of Dipam do not
include receipts from state-run
financial institutions such as banks
and insurance companies.

RBI's surplus transfer tothe Cen-
tre rose 188% on yearto ¥87,416
crore in FY24 (for accounting year
FY23), which was very close to
91,000 crore estimated from divi-
dend receipts from the central bank,
public sector banks and financial
institutions (48,000 crore) and
CPSEs (¥43,000 crore) in FY24,

Given the larger surplus receipts
from the KRBl and close to ¥ 20,000
crore extra receipts in CPSE divi-
dends, the Centre’s total dividend
receiptscould exceed thebudget tar-
get by at least ¥60,000crore, accord-
ingtoan Fianalysis.

These extra receipts would com-
fortably coverthe expected shortfall
of around ¥30,000 crore in disin-

vestmentreceipts in FY24.
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Crude oil hits 2-1/2 month
low on China data
]

London: Crude oil prices hit
fresh 2-1/2-month lows as
mixed economic data from
China offset the impact of
Saudi Arabia and Russia
extending output cuts. Brent
crude futures were down $1.45
to $83.73 a barrel, while US
West Texas Intermediate crude
was at $79.58 a barrel, down
$1.24. reuters
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Crude Prices Fall 3%
to 2-1/2 Month Lows

Brent futures fall $2.53 to $82.65

Reuters

London: Oil prices fell about
3% to their lowest since late
August on Tuesday, as de-
mand concerns arose from
mixed Chinese data and wa-
ning investor enthusiasm on
interest rate cuts. Brent cru-
de futures fell $2.53, or 3%, to
$82.65abarrel , while US West
Texas Intermediate crude fell
to $78.35 a barrel, down $2.47,
orad.1%.

Both contracts hit their lo-
west levels since Aug. 25, and
Brent futures were set to close
below $84 a barrel for the first
time since Hamas Islamists'
Oct. 7attack on Israel.

The premium on front-month
loading Brent contracts over
onesloading insixmonths was

also at a 2-1/2-month low, indi-
cating market participants are
less concerned with current
supply deficits.

"Traders will remain on
high alert for signs of a wider
conflict emerging in the
(Middle East) region that co-
uld disrupt supplies, but it se-
ems those fears are subsi-
ding," OANDA analyst Craig
Erlam said.

On the demand side, China's
crude oil imports in October
showed robust growth both ye-
ar on vear and month on
month, but its total exports
contracted at a quicker pace
than expected. Expectations
of crude run reductions by
China-based refiners between
November and December co-
uld also limit oil demand and
exacerbate price declines.
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Govt plans cooking
gas subsidy boost

95 million PMUY beneficiaries are likely to get additional relief

L PER

Retail inflation has stayed elevated in recent months, and the Centre’s
move to raise cooking gas subsidy is expected to cushion its impact.

rituraj, baruah@Ti vernint.com
NEW DELHI

s India heads into gen-
eral elections next year,
the Union government
will likely offer addi-
tional relief to cooking
gas customers by increasing subsi-
dies under the Pradhan Mantri
Ujiwala Yojana (PMUY), two people
familiar with the development said.

Currently, PMUY beneficiaries
receivea ¥300 percylindersubsicy
forup to12cylindersannually, after
the latest hike insubsidy announced
last month.

“Although the beneficiary base
under PMUY has increased, custom-
ersunderthe scheme would require
morerelief, and furthersteps may be
taken in coming months,” one ofthe
people cited above said, requesting
anonymity.

Themove is being considered to
ease inflationary pressures on the
commonmarn, said asecond person,
also declining to be named.

Retail inflation has stayed ele-
vated inrecentmonths. India’s con-
sumer price inflation was above the
Reserve Bankof India’s (RBI's) toler-
ance band of 4-6% for several
months before easing to 5.02% in
September.

Queries emailed to the spokes-
people for the ministries of petro-
leum and natural gas and finance
remained unanswered.

The plan toshield PMUY benefi-
ciariesfrom high energy costs comes
at a time of rising international oil
and gas prices amid the Israel-Ha-
mas conflict in West Asia. In the past
few months, the Centre has
announced a series of measures to
cool cooking gas prices.

On4 October, the Union cabinet
approved an additional 3100 subsidy

1,100 - Price of non-subsidized cylinder

in Delhi (£/142 kg)
1,000
900
Domestic LPG price across metros (¥/14.2 kg cylinder)
800 ® Non-subsidized cylinders
B Subsidized cylinders after subsidy revision
903 929 9025 9185
700 -
603 629 602.5 618.5
600 -
594 : : -
Delhi Kolkata Mumbai Chennai
00 1Nov 2020 1Nov 2023
Source: Oil Marketing Companies
DEARNESS RELIEF
PMUY beneficiaries - THE new plancomes - PMUY beneficiaries
getI300percylinder : amidrisingoil&gas  © pay 603 per cylinder
reliefon12refillsayr - pricesglobally * of cooking gas now

oncooking gas for more than 95 mil-
lion PMUY beneficiaries, taking the
total subsidy to 3300 per cylinder. In
September, the cabinet approved
slashing LPG prices by 3200 per cyl-
inder for all customers in the coun-
try.

PMUY beneficiaries pay 3603 per
cylinderof cooking gas, which costs
3903 in the national capital.

Thegovemmentrolled out PMUY
in 2016 to provide cleaner cooking
fuelto poor households. The benefi-
ciaries wereidentified via the socio-
economiccaste census(SECO) listor
from seven other identified catego-
ries such as scheduled caste house-
holds, scheduled tribe households,
most backward classes and benefici-
ariesof PM Awas Yojana (Gramin).

SARVESH KUMAR SHARMA/MINT

In September, the government
announced a31,650 crore additional
outlay forproviding 7.5 million addi-
tional free cooking gas connections
overthreeyearsfrom FY24-to FY26.

Despite the recent energy price
volatility, state-run fuel retailers
have, toalarge extent, absorbed the
impact of high prices without fully
passing it on to consumers, In Octo-
ber last year, the government
announced a one-time 322,000
crorecompensation tostate-run fuel
retailers to offset their losses from
sellingdomestic cooking gas below
cost.

Similarly, petroland diesel prices
have remained steady since May last

TURN TO PAGE 6
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Govt plans cooking
gas subsidy boost

FROM PAGE1

year, even asglobal crude pri-
ces surged in the first half of
2022.In May, the government
cut excise duty on both petrol
and diesel. However, the gov-
emment has been criticized for
thestate-controlled fuel retail-
ers keeping retail prices
unchanged despite subsequent
declinesinglobal crude prices.

On 5 November, Mint
reported that the public may be
spared fuel price hikesdespite
the war in West Asia stoking
crude price volatility as state-
run oil marketing companies
(OMCs) are expected toabsorb
the higher costs, even as they
face under-recoveriesinselling
fuel.

N.R Bhanumurthy, the vice
chancellor of Dr BR Ambedkar
School of Economics Univer-
sity,said: “The easein inflation
may be limited to a couple of
months only as food prices
have started rising. Furtherthe
conflict in [West Asial] may
impact oil prices and the

The government had rolled
out PMUY in 2016.

MINT

impactofthe EINino phenome-
nonmay bewitnessed starting
December which may further
push food prices higher. So,
inflationary pressure isseenin
the monthsahead and govern-
ment may keep these factorsin
mind.”

With five states going to polls
starting Tuesday and general
elections likely in April-May
next year, the government has
made severalannouncements
aimed at providingreliefto the
COmmMmon man.
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® FOCUS ON RENEWABLE ENERGY

HPCL lays out ¥75,000-cr
capex plan for five years

Also plans to nearly
double capacity of
Vizag refinery

ARUNIMA BHARADWAJ
MNew Delhi, November 7
STATE-OWNED HINDUSTAN
PETROLEUM Corporation Ltd
(HPCL) plans tospend ¥75,000
crorein expansion and diversi-
fication in the next five years,
with an annual expenditure of
around  ¥14,000-¥15,000
crore, the company said on
Tuesday. “Around 25-3 0% of
the capex will be for the renew-
able or gas-based segment,
refinery would take another
20% and balance would be for
otherdownstream marketing
projects,”said Rajneesh Narang,
company’s directorof finance.
The company will focuson
enhancing renewable energy
portfolio, gas business, and
value-added products in the
downstream segment in the
next tive years. The company's
RE sectorexpansion would pri-

INTHE PIPELINE

W HPCL plans to spend

25-30%

of its capex on the
renewable or

gas-based segment

M its RE sector

expansion would its refinery in Vishakhapatnam,
primarily focus inthe while its Rajasthan refinery
solar and hybrid is expected to be completed
models segment by March next year

marily focus in the solar and
hybrid models segment.

Further, HPCLis planning to
expand itsrefineryinVishakha-
patnam, intending to reach 15
million tonne per annum
capacityfrom the current 8.3
MMPTA.Additionally, the refin-
ery expansion in Rajasthanis
expected to be completed by
March next year and will start
production inthenext calendar
year, the company said.

“About 74% of the physical
completion of the Rajasthan

FINANCIAL EXPRESS Wed, @8 November 2023
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refinery has been donewitha
capex of ¥37,000 crore of the
total ¥73,000 crore outlay™

Once the bottom upgrada-
tion of the company’s Vizag
unitiscompleted, HPCLexpects
an incremental gross refining
marginof 53 -§4 perbarrel.

As of September end, the
companyhad 23 days of crude
inventoryand 30 days of mar-
keting inventory remaining, it
said. Talking about the imple-
mentation of the common car-
rier regulation, the company

informed  analysts and
investors that there has been
noofficial communication in
thisregard,anditdoesnot seeit
hampering HPCL's pipeline
business. Considering the
uncertainty inthe globalcrude
0il market and changes in
India's crude sourcing, the
company does not see itself
going for any material change
in its sourcing of crude oil but
plans to remain vigilant on
crude, which will add more
value to itsbusiness.

“We will continue to look
atopportunity crude.”

The company on Monday
reported a consolidated net
profit of ¥5,826.96 crore in
the quarter ended September,
against a loss of ¥2,475.69
crore in the same quarter last
financialyear due toimproved
marketing margins.

Average Gross Refining
Margin (GRM) forthe period of
Aprilto Septemberwas  $10.49
perbarrel,asagainst $12.62 per
barrel during the correspond-
ing previous period the com-
panysaidinan exchange filing.

&3
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In 5 years, 16 ministries
gave Rs 500 cr work to
Big Five consultants

SHYAMLALYADAV
NEW DELHI, NOVEMBER 7

FROM PETROLEUM to power and
from NITI Aayog to India's own
Aadhaarproject, 1I6ministries/de-
partments in the Central
Govemment outsourced several
key assignments covering marny
facets of governance to top multi-
national consultancy firms,
mainly the 'Big Four’ plus
McKinsey & Co, an investigation
by The Indian Express of records
made available underthe Right To
Information (RT1) Act has found.
The records show that be-
tween April 2017 and June 2022,
the Big Four — Pricewater-
houseCoopers (PwC), Deloitte
Touche Tohmatsu Limited, Ernst
& Young Global Limited and
KPMG International Limited —
and US-based McKinsey &
Company, bagged at least 308
consultancy assignments worth
nearly Rs 500 crore from various
government ministries, depart-
ments and organisations.
These projects involved a
sweeping range of activities for
CONTINUED ONPAGE 2

BIG FIVE: WHO
GOT WHAT

PWLC: 92 assignments,
over T156¢r

TOP CLIENT S: HPCL, Bureau
of Energy Efficiency, IREDA,
NIC, Ordnance Factory Board
and PSOCL

DELOITTE: 59 contracts,
overT13013 cr

TOP CLIENT S: BPCL, HPCL,
NHPC, Numaligarh Refinery, Oil
India

EY: B7 assignments, over
IWEO5¢r

TOP CLIENT S: Engineers
India, NIC, HPCL, THDC, Fower
Grid

KPMG: 65 contracts,

68 46¢cr

TOP CLIENT S: Qil Indig, NIT1
Aayog, Numaligarh Refinery,
LIDAI, Power Grid, DPIIT, BPCL
MCKINSEY: 3 contracts,
over 350.09 cr

TOP CLIENT S: Oil India,
Numaligarh Refinery and
Power Finance

Source: RTl records; data for
April 2017 to June 2022
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¢ 16 ministries gave Rs 500 cr work

the government, including “finan-
cial due diligence”, “retainer for
advisory service”, *hiring techni-
calmnsultants” —andeven“eval-
uation of nominations for e-gov-
ernance awards”, records show,

The 16 departments{ min-
istries and about 50 organisations
under their administration that
consulted any of the five global
consultants are: Petroleum and
Natural Gas; Rural Development;
Administrative Reforms and
Public Grievances; Promation of
Industryand Internal Trade; Coal;
Electronics and Information
Technology; Health and Family
Welfare; Skill Development and
Entrepreneurship; Defence; Civil
Awiation; Public Enterprises; Non-
conventional Energy Resources;
Power; Road Transport and
Highways; Environment, Forest
and Qimate Change; and Tourism
There are 59 ministries in the
Central government

And theseare just afewpixels
of the big picture — RTI records
made available to The Indian
Express are mainly from govern-
mentwings inthepetroleumand
power sectors. The records show
that PwCwas the biggest benefi-
clary, corralling at least 92 con-
tracts for over Rs 156 crore be-
tween2017 and 2022 (seechart).
Deloitte came close behind with
59 assignments worth well over
Rs 13013 qore —theamountsin-
volved in four of those contracts
werenot provided.

E&Y bagged as many as 87
contracts for Rs 88.05 crore, with
amounts not provided for five of
them. KPMG got 66 contracts
worth Rs 68.46 qore, without any
data provided onamounts for five
of therm And McKinsey got three
contracts for Rs50.09 crore.

According tothe RTI records,
made available forthe period April
2017-June 2022 by Union min-

istries and associated organisa-
tions, the petroleum sector
topped the list with assignments
worth over Rs 170 crore from the
Ministry of Petroleunand Natural
Gas and just four ofits PSUs. State-
owned Indian Oil Corporation de-
clined to provide the data citing
the “trade secret” dause of the RTI
Act. The power sector came next
with records showing that nine
organisations under the Ministry
outsourced assignments worthRs
166,41 arore to multinational con-
sultancies.

The list also includes the
Ministry of Tourism and NITI
Aayog TheTounism Ministry gave
work totalling at leastRs 18 crore
to E&Y alone under its Swadesh
Darshan initiative. And the NITI
Aayog outsourced seven assign-
ments worth Rs 1743 crore dur-
ing 2019-2021 for “evaluation of
centrally sponsored schemes”.

Someofthe other projectsin-
cluded anassignment toevaluate
“nominations for awards for e-
governance” given to KPMG by
theDepartment of Administrative
Reforms and Public Grievances
{DARFPG) The Lal Bahadur Shastri
National Academy of
Administration (LBSNAA) in
Mussoorie, the training institute
forlASofficers, awardeda consul-
tancy assignment to KPMG in
August 2020 for works such as
“revalidation of Enterprise
Architecture.”

The Indian Express had filed
over GORT applications tovanous
ministries and departments seek-
ing the datain early 2020, and
again in April 2022, besides at
least adozen first appeals andre-
minders. Some of the depart-
ments responded by stating that
they had “nil" information, a few
others denied the request claim-
ingitwas exempt from the Act,
andothersdidnotrespond.
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In poll season, LPG subsidy
fuels record-high demand

Avg Daily Refills
Crossed 11 Lakh
In Sept, A First

Sidhartha@timesgroup.com

New Delhi: Higher subsidy —
from Centre and the states —
has helped push demand for
cooking gas cylinder refills to
recordlevels inrecent months.

Official data accessed by
TOI shows that for the first
time, average daily refills
crossed 11 lakh in September,
days after the Union cabinet
cleared a subsidy of Rs 200 per
cylinder for 9.6 crore Ujjwala
beneficiaries, which was sub-
sequently increased to Rs 300.
While the average for October
was a little lower at10.3 lakh a
day (seegraphic), government
expects a substantial pick up
in consumption of cooking
gas in coming months as sev-
eral statesand Centre havean-

SOMETHING'S COOKING

Refills taken by PM Ujjwala beneficiaries
Data for average daily refills during the month

2020

M Sept M Oct

(in Lakhs)

Source: Govt

nounced subsidies ahead of
elections. In 2020, average con-
sumption had increased due
to benefits available under
the Covid-19 relief package.
States such as UP have
gone ahead and announced
free cylinders as ‘Diwali gift’
for Ujjwala beneficiaries,
while BJP government in poll-
bound MP will provide cylin-
ders at Rs 450 to women, In its
manifesto in MP, Chhattis-

garh and Rajasthan Congress
has vowed to provide subsi-
dised gasat Rs500a cylinder.
Amid the promises, gov-
ernment and oil companies
see the demand from poor
households rising in coming
months. Although gas connec-
tions have been provided for
free by the Modi government,
the number of refills was esti-
mated at around 3.7 cylinders
annually as poor households

often found it tough toputina
lump sumamount in one shot.
During the last financial year;,
over one crore households are
estimated to have not taken a
single refill with high price
seen to beamajor factor.

The recent uptick is, how-
ever, expected to push up the
averagetoanywhere between
4.5-5 cylinders by next vear,
sources said, adding that the
government and oil compa-
nies are looking at ways to
increase the number further.

“In the initial months, the
new households have low con-
sumption as they do not com-
pletely switch off using fire-
wood or charcoal. As they get
used to cooking gas, consump-
tion tends to pick up, but it
happens with a lag,” a source
explained. While the subsi-
dies will force the exchequer
to bear the subsidy burden,
the move is expected to lower
the carbon footprint and also
reduce the health expenditure
for several poor households.
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Oil imports declme 29% in Apr-Sep

HT Correspondent

letters@ hindustantimes.com

NEW DELHI: India’s crude oil
imports fell 29% year-on-year
(y-oy) to $63.4 billion in the first
half of 2023-24, with a declining
trend in the average monthly oil
import bill since the September
peak of $93.54 per barrel, pro-
viding some relief to the exche-
quer amid ongoing elections and
deteriorating geopolitical situa-
tion, according to official data.
Import volumes rose in the same
period.

The average cost of imported
oil fell about 20.6% to $82.34 a
barrel in the six months to Sep-
tember from $103.68 in the same
period last year, according to
provisional data by the Petro-
leum Planning and Analysis Cell,
an arm of the oil ministry.

The monthly average of
import prices of crude oil in the
current financial year started
with $83.76 per barrel in April,
then moderated below $75 in
May and June. It firmed up again
in July ($80.37) and peaked in
September ($93.54) before dip-
ping to $90.08 in October. The
average price in the first seven
days of November was $87.4 a
barrel, below the previous
month’s average.

India's gross petroleum
imports—crude and products
taken together—also fell y-o-y by
over 28% in the first half of cur-
rent financial year to $74.1 bil-
lion, compared to $103.2 billion a

Theaverage cost of imported
oil fell about 20.6% in the six

months to September. REUTERS
year ago. In terms of volume,
there was an uptrend in imports
of both crude oil and petroleum
products, data showed. While
crude oil imports rose to 116.2
million tonnes (mt) in April-Sep-
tember compared to 115.7 mt in
the same period last year,
imports of petroleum products
rose to 22.8 mt from 20.7 mt.
Petroleum exports were, how-
ever, subdued during the six
months in terms of both value
and volume, the data showed.
While they fell by less than 2%
from 315 mt to 30.9 mt by vol-
ume, their value fell sharply by
about 30% from $33 billion to
$23.2 billion. Crude oil prices in
the international market are still
subdued despite global head-
winds and supply concerns due
to the Ukraine war and the Isra-
eli retaliation against Hamas’
October 7 terror attack. Bench-

mark Brent crude on Tuesday
fell 1.9% in the afternoon to
$83.58 a barrel on demand con-
cerns amid disappointing Chi-
nese trade data, West Texas
Intermediate crude oil was trad-
ing over 1% lower at $80 a barrel.
Saudi Arabia’s oil major Aramco
on Tuesday reported a 23% fall in
its third-quarter net profit
because of both decline on vol-
ume of exports and lower price
realisation.

Crude oil price volatility is one
of the key concerns for India as
an escalation of the war in West
Asia could see a surge in energy
prices. India, the world's third
largest consumer of crude oil
after the US and China, imports
over 87% of the oil it processes.

“We should not be immedi-
ately concerned about rising
retail inflation if crude oil prices
again started firming up because
the volatility is neutralised by
freezing pump prices of petrol
and diesel. However, no immedi-
ate spike in international oil pri-
cesisvisible,” a government offi-
cial said, requesting anonymity.

According to the minutes of
the Reserve Bank of India’s mon-
etary policy committee (MPC)
meeting held last month, one of
the members, Jayanth R. Varma,
professor of IIM, Ahmedabad,
said, “A sharp fall in crude prices
while the MPC meeting was in
progress suggests that a slowing
world economy does place a
limit on the upswing in crude
prices.”

8.11.2023
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OMCs may make healthy margins in Q3 too

ARUNIMA BHARADWAL
MNew Delhi, November 7

THETHREE STATE-OWHNED major
oil marketing companies — Indian
0il Corporation, Bharat Petroleum
Corporation, and Hindustan Petro-
leum Corporation — returned to
profitabilityin Q2FY24 after report-
ing losses in the comresponding
period a year ago primarily on the
back ofimproved marketing margins
and growth insalesvolumes.

Marketing margins of the three
companies improved in Q2 owing to
discounted Russian crude oil even as
OMCs kept prices of auto fuels
unchanged, which helped them
recover losses incurred when oil
priceswere higherlastyear.

The three OMCs reported a com-
bined consclidated net profit of
¥27,783.59 crore in the quarter
ended September against a cumula-
tive loss of €3,724.39 crore in the
same period a yearago. However, net
profit for each fell sequentially after
crude prices jumped totheir highest
of $97 abarrel late in September.

The OMCs'02 resultshavebeaten
analystexpectations.Asper Nomuura,

ROBUST OUTLOOK B Analysts expect OMCs
to see healthy marketing

BIOCL, BPCL & Binthe and refining margins in

HPCL reported corresponding Q3 & QLFY24

a combined period of last

consoclidated fiscal, they B Crude prices are

net profit of had logged a expected to be

¥27,783.59 crore cumulative range-bound,

in the second loss of according

quarter of FY 24 ¥3,724.39 crore to experts

RESULTS

REVIEW

marketing gains of blended margins
felltoT4.7 perlitre forfuels sold in the
weekended September24.

Analysts nowsee OMCs register-
ing healthy marketing and refining
margins in the third and the final
guarter of FY24 compared to the cor-
responding levels last year, provided
crude prices remain at theircurrent
levels of 583-585 per barrel. Crude
prices are expected to be range-

FINANCIAL EXPRESS Wed, 98 November 20823

neaptocean hitps://epaper.financialexpress.com/c/73851456

bound considering the demand
and supply economics, said

Prashant Vasisht, seniorvice presi- "=

dent,Corporate Ratings, Icra.

Maotilal Oswal has also increased
its net profit estimates for IOCL for
F¥24 by 13% owing toa robust per-
formance in H1FY24."10CL is set to
comumnissionvarious projectsoverthe
next two years, which should boost
growth further"it said.

In 2, OMCs also reported a
growth in their sales volume in the
domestic market as well as exports.
While BPCL reported the strongest
market sales at 6.6% higher than the
same period last year, IOCL reported
the highest export volume, up by

50% on year.
EvenastheOMCs recorded

‘_/ profits in 2, revenue from

operations and refining margins
fell against analysts’ expectations of
arise from steady demand growth.

Theaggregate revenue fromoper-
ations of the OMCs fell by 11% to
¥4.24 trillion in the July-September
guarter from the same period last
year. The decline canbe attributed to
lower prices of petroleum products,
grossrefining margins,andavolatile
oil market globally, especially in the
latter half of September.

I0CL recordedadecline of 12%in
itsrevenue compared tolastyear, the
largest among all three OMCs, fol-

lowed by HPC Lwith a decline of 10%,
and BPCLwith 9.1% fall.

Average gross refining margin of
1OCL for the April-September period
also fell to $13.12 per barrel from
525.49perbarrel ayearago. BPCLand
HPCL reported GRMsat $15.42 and
510.49/bbl from 522.30/bbl and
$12.62/bbl compared with corre-
sponding year-ago period.

Analysts  believe OMCs are
unlikely to hike auto fuel prices any-
time soon as the country heads
towards elections next year. In an
interaction with FE, oil minister
Hardeep Singh Puri had hinted
against a hike in petrol and diesel
prices saying "OMCs have the capac-
itytoabsorb global crudeprice shocks
as they have made large profits (in
previousquarters) duetolow prices”.

“OMCsareestimated tobe gener-
ating marketing margin of ¥8.2 on
petrolandamarketinglossof ¥3.80n
diesel in Q3FY24 to date,” Motilal
Oswalsaid initslatest report The bro-
kerage also expects margins to be
affected byretail fuel price cutsinthe
wake ofupcoming electionsandarise
in crude oil prices due to voluntary

supply cutsby OPEC+.
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Sanctions on Russia
are counterproductive ==

In a globally interdependent world, actions that severely restrict the flow of goods
and services across national boundaries are bound to be counter-productive
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n a bid to punish Russia for its mili-
tary action against Ukraine, in June
2022, leaders of G7 viz., the United
States, Germany, France, Britain,
Italy, Canada and Japan had vowed to
explore the feasibility of measures to bar
imports of Russian oil at price above a cer-
tain level. In September 2022, their finance
ministers (FMs) said:
“We confirm our joint political intention to
tinalise and implement a comprehensive
prohibition of services, which enable mar-
itime transportation of Russian-origin
crude oil and petroleum products global-
ly. Providing those services would only be
allowed if the oil and petroleum products
are purchased at or below a price (the price
cap) determined by the broad coalition of
countries adhering to and implementing the
price cap”
On December 5, 2022, they set the price
ceiling at USS$60 per barrel. It was meant
to weaken Russia financially by undermin-
ing its ability to generate revenue from the
export of petroleum products while ensur-
ing that supplies to them (read: G7/EU) are
not impacted. Unfortunately, things haven't
panned out as intended.

Russia is a dominant player in the glob-
al energy landscape.

It is the third-largest producer of crude oil
with over 12 per cent share in global crude
production and the second-largest
exporter. In the case of natural gas (NG),
it is the world’s second-largest producer
with a share of 10 per cent. In world
export, its contribution is even higher at
25 per cent. When it comes to EU coun-
tries, their dependence on Russia is even
higher, drawing 40 per cent of their NG
supplies and 25 per cent of crude from it.
Some countries in the bloc viz. Germany,
the Netherlands and Poland, source a
much higher percentage of their require-
ments from Russia.

In this backdrop, huge disruption in sup-
plies from Russia caused by a deadly cock-
tail of economic and financial sanctions
imposed by the EU countries (besides the
USA); physical incapacitation in the sup-
ply chain and clogging of sea transporta-
tion routes - in the wake of military action

WHAT IF THE
BUYER REFUSES
TO PROVIDE
REQUESTED
PRICE
INFORMATION
OR GIVES A
FUDGED
DOCUMENT
MENTIONING A
PRICE LESS
THAN THE CAP
EVEN THOUGH
THE PURCHASE
IS AT A HIGHER
PRICE OR HIDES
THE TRUE
ORIGIN OF
RUSSIAN QIL?

(The writer is a policy
analyst, views are
personal)

by the former against Ukraine in
February - led to steep increase in
the price of both crude oil and NG.
As a result, the EU countries bought
all their requirements at elevated
prices as during that period, the
price cap wasn't in force. This led to
a huge increase in their import bill.
According to the Centre for
Research on Energy and Clean Air,
Russia received about 158 billion
euros in revenue for the sale of oil,
NG and coal from February to
August 2022, more than half of
which - some 85 billion euros
worth - was from the EU. Russia’s
revenue increased even as overall
export volumes dropped by 18 per
cent compared with the corre-
sponding period before the invasion
of Ukraine.

Even after the cap came into force
on December 5, 2022, the G7 bloc
has achieved little in restricting
Russia’s earnings. As it is, fixing the
ceiling price at USS60 per barrel is
laughable considering that the cost
of producing oil is substantially
lower, in fact, a fraction of this num-
ber. Even if exports were made at
this price (between December 2022
and June 2023, most of Russias
crude was selling at less than this
price implying no violation), it
would still be generating a lot of sur-
pluses to keep its war machinery
well-oiled.

Since, July 2023, the price has been
above the cap, courtesy of reduced
availability of oil worldwide as a
result of Saudi Arabia and Russia
cutting production by one million
barrels per day (mbd) and 0.3
mbpd respectively over and above
the cut agreed to in the meeting of
OPEC + in April 2023. Russia has
been able to benefit from this as
well. For instance, according to S&P
Global Platts, its key export grade
crude sold at around USS75 per bar-
rel enabling it to garner oil income
of US$211 million a day during
September 2023.

What has come in the way of G7
enforcing the cap?

The G7 wanted to enforce it by
requiring the participating countries
to deny Western-dominated ser-
vices, including insurance, finance,
brokering and navigation to oil car-
goes priced above the cap. To
secure those services, buyers would
make “attestations” to service
providers, saying they bought
Russian petroleum at or below the
cap. However, service providers
won't be held liable for false pricing
information provided by buyers and
sellers of Russian petroleum.

Put simply, the buyer (say, a trad-
er in Germany) needs to give a
piece of paper to the service
provider saying ‘it has bought
Russian crude at or below the cap.
If the latter doesn't have this doc-
ument, the G7 country will impose
sanctions on that service provider.
They feel confident, it will work
because many vessel owners,
traders and most insurers are
based in the EU/USA; hence
amenable to sanction.

What if the buyer refuses to pro-
vide requested price information
or gives a fudged document men-
tioning a price less than the cap
even though the purchase is at a
higher price or hides the true ori-
gin of Russian oil, etc? In any of
these scenarios, the G7 country
won't be able to take any action as
per their agreement ‘Services
providers can’t be held liable for
false pricing information provid-
ed by buyers and sellers.

The sellers and buyers of Russian
oil can use a host of other meth-
ods to circumvent the cap. For
instance, the price can be set as oil
leaves a Russian port, not what’s
paid by a refinery in, say, India.
While the former can stay well
within the USS 60 per barrel level,
transportation costs and margins
of trading companies (albeit
Russian-affiliated) in countries

not participating in sanctions are
inflated to yield the desired net
back in Russian hands.

Given the above, it is no surprise
that despite numerous instances of
‘loading Russian oil at all ports with-
in Russia by vessels owned or
insured by Western nations - in the
wake of a surge in crude price, there
has been little sign of enforcement
action initiated by the G7 authori-
ties. Reports of the U.S. Treasury
Department sanctioning two ship
owners (in October 2023) accused
of carrying Russian oil priced at
USS75 and $80 per barrel while rely-
ing on US-connected service
providers is the tip of the iceberg.

This apart, there are umpteen
parallel fleets and insurance com-
panies — under non-Western own-
ership - which can be used for han-
dling, shipping and insuring
Russian oil. To conclude, ever
since the start of the Ukraine war,
the USA and EU countries have
been on a dangerous course of
imposing economic sanctions on
Russia. Far from hurting, their acts
have ended up bolstering its cof-
fers. It happened on a mammoth
scale through most of 2022 when
there was no cap and continued to
swell during the first half of CY
2023 when the cap was symbolic.
Since July 2023, the swelling of cof-
fers has accelerated. Meanwhile,
the actions of G7 continue to bring
more misery to the people in
these countries due to soaring
energy bills, high inflation and eco-
nomic slowdown.

The G7/EU should shun the cho-
sen path. They need to recognise
that in a globally interdependent
world, actions that severely restrict
the flow of goods and services
across national boundaries are
bound to be counter-productive.
The damage will be much greater
when a crucial commodity such as
oil is the target and the quantum
involved is huge.
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