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‘PSU Refiners may
Switch to Guif Crude’

Indian state refiners may
shift away from Russian oil

due to slimmer discounts
and payment troubles and increase
their intake of crude from their tradi-
tional Gulf suppliers such as Irag and
the UAE, which are willing to offer
increased credit periods, a petroleum

ministry official said.
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® 'NON-FULFILMENT OF REQUIREMENTS'

Adani's bid for Noida
gas licence rejected

MANISH GUPTA
New Delhi, July 17

THEPETROLEUMAND Natural
Gas Regulatory Board (FNGRB)
has rejected Adani Total Gas’s
(ATGLs) application foralicence
toretail CNGtoautomobilesand
piped gasto household kitchens
in Noida “due to non-fulfilment
of the requirements.”

“It would not be out of place
tomention that there is no data
with respect to the entity’s pre-
sent progress in Noida GAavail-
ablewith PNGRB,"the oil regula-
tor said. Adani has been looking
forcity gas distribution licence
(CGD)inareas near Delhi.

As percurrent rules, a com-
pany can retail CNG or piped
natural gas in a geographical
areaonlyifit has the approvalof
theregulatororhasthe permis-
sion from the government
before the regulator came into
beingin March 2006.

“From their submission, it is
observed that the entity is not
operating in Neida at present
and the current health status of
their pipeline laidin Noidaisalso
uncertain. In addition, it is also
observed that although ATGL
was allocated land for CNG sta-
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FOR FOOTHOLD IN DELHI AREA

8 The Adani Group has
been locking for city
gas distribution licence
in areas near Delhi

B The regulator said
the company 'is not
operating in Noida at
present and the
current health status of
their pipeline laid in
Moida s also uncertain’

tionsinNoida geographicalarea
(GA), the entity is not operating
any CNG station in Noida," said
the order dated July 14.ATGL,
which earlierwas Adani Energy
(AEL) before French oil major
TotalEnergies tookastakein the
company in 2008, claimed
licence forthe development of
CGD network forthe Noida GA.
Theregulator said that the
petroleumministry had madea
gas allocation to Indraprastha
Gas(IGL)for retailing CNG and
PNGin Noidain 2004. And,AEL
was not includedin that alloca-
tion.Thecompany did not sub-

18 July 2823

mit any documentary proofto
support its claim thatit got the
gas allocation, it said.

While IGL, which is a [V of
state-runfirms, hadbeen autho-
risedforthe National Capital Ter-
ritory (NCT) of Delhi since the
1990s, Adani has challenged
IGLs claim foradjoining cities.
IGL got a similarapproval from
the central governmentin 2004.
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ADNOC to supply
gas to Indian Ol

S tate-run Indian Oil Corporation Ltd (I0CL)
hassigned an agreement with Abu Dhabi
(Gas Liquefaction Company Ltd (ADNOC
LNG) forlong term supplies of liquified natural
gas, The companies have executed a head of
agreement (HoA) to establish along term LNG
sale and purchase agreement, said people in the
know ofthe developments.

Under thislong-term contract, ADNOCLNG
would be supplying LNG to Indian Oil starting
from 2026 for next 14 years, till 2039 foran
annual volume up to L2 million metric tonnes
perannum (MMTPA). The agreement would
diversify the supply source of LNG for IndianOil
and would help in meeting the growing demand
of cleanerand more sustainable fuel source.

Earlier, Mint had reported that Indian Oil isin
talkswith ADNOC for long term contracts of
LNG supplies.

In another development, IndianOil and
TotalEnergies Gas and Power Ltd are set to
execute a HoA to establish a long term LNG sale
and purchase agreement, RITURA] BARUAH
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India dials Iraq as Russian oil loses charm

ENS ECONOMIC BUREAU
NEW DELHI, JULY 17

INDIA'S PUBLIC sector refiners
are in talks withtheir traditional
West Asian suppliers of aude oil,
particularly Irag, to increase pur-
chasesamid asignificantdecline
in discounts on Russian crude
and likelihood of payment-re-
lated problems as Moscow's
flagship Urals crude trades above
the G7 price cap of $60 per bar-
rel, as per a senior government
official.

The discount on Russian
crude has contracted drastically
inrecent weeks and public sec-

tor refiners are not looking to
buy from Russia if they are
charged more than the G7 price
cap, said the official, who did not
wish to be identified.

India has asked Iraqg to con-
sider better payment terms, like
increasing the credit period to 90
days from the current 60, in lieu
of higher offtake of Iraqi oil by
Indian public sector refiners
Indian Qil Corporation (I0C),
Bharat Petroleum Corporation
(BPCL), and Hindustan
Petroleum Corporation (HPCL).

“It is the cleanerdeal,” the of-
ficial said, referring to buying oil
from India’s traditional suppli-
ers like Iraq. “Iraq has been sup-
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portive and a good trade partner.
They have given us good dis-
counts in the past as well,” the
official added, but did not elab-
orate on the discountsand addi-
tional volumes under consider-
ation. Prior to thewar inUkraine,
Iraq was India’s largest supplier
of crude oil. Russia, which used
to be amarginal player, emerged
asIndia's largest source of crude
over the past 15 months, thanks
to deep discounts offered by
Moscow to Indian refiners.
Russia currently accounts for
over40per centof India's oil im-
ports by volume.
FULL REPORTON
www.indianexpress.com
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India’s fuel price mirage

Lack of oil pricing reform is yielding supernormal profits for state-owned
companies but dissuading global majors from investing

SDINAKAR
17July

their operations worldwide that

global oil majors are willing to
invest wherever oil flows, irrespective
of whether the country is ademocracy
or a dictatorship. What these compa-
nies look for is policy and tax stability.
That’s because returns are earned over
decades; it can take years of explora-
tion to strike oil and cost hundreds of
millions of dollars to drill a well.
Predictably, they are wary of investing
in a country in which the government
announces reforms and concessions
and then reverses them, potentially
causing crippling financial losses.

India’s fuel retail business is one
such story.

This weakness was vividly dem-
onstrated between November 2021
and March 2022 when India’s leading
fuel retailers IOC, BPCL and HPCL
collectively incurred a substantial
revenue loss of $2.25 billion though
crude oil prices averaged $111 per bar-
rel in March compared to around $82
in early November. Such losses
would have left a private retailer
bankrupt. Reliance and Essar had to
close their retail operations 15 years
ago after India reversed the first
phase of fuel price reforms that lifted
price controls from the original prac-
tice of state-set prices.

Investors are not blind to this.
Opaque pricing of petrol and diesel,
the dominance of state oil com-
panies, and an unseen hand over fuel
pricing have eroded India’s credibility
among investors, foreign and domes-
tic. It has cost the nation tens of bil-
lions of dollars in investments that
the Shells and Aramcos would have
made without a need for billions of
dollars in electric vehicle subsidies or
production-linked investment
schemes, an industry official said.

Since 2014, Reliance has added
only around 200 outlets, Nayara
around 5,000 and Shell 243. In con-
trast, in the last nine years, state
refiner IOC added 12,400 outlets and
coupled with fellow state oil com-
panies the figures add up to nearly
30,000 outlets in the same time
frame, according to oil ministry data.
That compares with hardly 6,000 out-

I t is axiomatic from the pattern of
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Theslippery slope

W ifting price controlson diesel,
India's most consumed and most
subsidised product, in October 2014,
was one of the first decisive
achievements of the
Modiadministration

B Butopaque pricing of petrol and

diesel, the dominance of state
oil companies, and an unseen
hand overfuel pricing have
eroded India's credibilityamong
investors, foreign and domestic

B Why would oneinvestina
businesswhere the price of petrol
and diesel has not moved aninch
overthe pastyearwhile

international prices swing between
$146 a barrel and $85 a barrel?

W The question remainswhether
oil companies will consider passing
onsuch handsome gains to
consumers. Allowing market
forcesto determine prices is

critical to incentivise fuel

retail investments

lets set up by private sector retailers.

Currently, private sector retailers
put together have less than 9,000
outlets compared to 78,000 for state
oilcompanies. I0C leads with 36,400
outlets, with BPCL and HPCL oper-
ating over 21,000 outlets each.

Itis hard to imagine that Reliance,
which implemented a multi-billion
dollar deepwater gas project in the
2000s, without prior exploration
experience, and in record time in the
KG basin, can only add a handful of
fuel retail outlets in a $200-billion
business that is growing at 5-6 per
cent annually.

Despite the lucrative potential of
India’s fuel market and the blue chip
credentials of refiner BPCL, New Delhi
failed to find a buyer during the pan-
demic. This, at a time when Japan’s
7/11 paid $21 billion in 2020 for US
independent Marathon Oil’s fuel retail
business. Indian state oil companies
have also failed to find investors for
their downstream chemical units and
refineries for several years.

“While the Indian retail fuel mar-
ket holds significant growth poten-

tial, the industry currently faces chal-
lenges stemming from the prolonged
freeze on diesel and petrol prices.
This has resulted in substantial mar-
Kketing losses and created obstacles
for future investments,” said Brajesh
Singh, managing director and pres-
ident, Arthur D. Little India.

‘Why would one invest in a busi-
ness where the price of petrol and
diesel has not moved an inch over
the past year while international
prices swing between $146 a barrel
and $85 a barrel?

“The intention of fuel price freezes
is to provide relief to consumers from
increasing global oil prices but the
impact on downstream investments
is adverse,” said Sourav Mitra, direc-
tor-consulting, CRISIL  Market
Intelligence and Analytics. “A freeze
on fuel prices introduces uncertainties
and undermines the attractiveness of
the Indian market with an inability to
increase prices when global crude
lurches upwards, and it hampers the
profitability of private players.” Mitra
alsosaid high taxation by both central
and state governments makes it diffi-

cult for foreign players to compete
against government oil marketing
companies (OMCs).

Singh added that an unprece-
dented freeze on diesel and petrol
prices for 137 days between
November 2021 and March 2022 left
private retailers, such as Nayara
Energy (backed by Rosneft), Shell
and Jio-bp, with the difficult choice
of either raising prices and risking
customer attrition or restricting sales
to minimise financial losses.

Climate concerns have further
queered the pitch for investments in
fuel retailing. “Given the growing rec-
ognition of the role of fossil fuels in
climate change, major players in the
oil and gas industry, including BP,
Shell and Exxon, are increasingly
focusing on low-carbon investments
and lucrative upstream assets,” Singh
said. “Unfortunately, retailing petrol
and diesel falls under the downstream
sector, and investment in downstream
assets such as refineries and retail out-
lets appears to be of lower priority.”

Lifting price controls on diesel,
India’s most consumed and most

subsidised product, in October 2014
was one of the first decisive achieve-
ments of Prime Minister Narendra
Modi’s administration on stepping
into office. “Instructions have been
issued today i.e. on 18th October 2014
to make the price of diesel market
determined with effect from mid-
night of 18th-19th October 2014. The
prices of diesel will be market deter-
mined at both Retail and Refinery
Gate level for all consumers thereaf-
ter,” the government release said.

Despite the fact that Reliance,
Essar Oil and Shell were burnt earlier
— when similar reforms introduced
by Atal Behari Vajpayee’s administra-
tion was scrapped after a Congress-
led coalition came to power — private
retailers harboured hopes of compet-
ing with well-entrenched state OMCs
on an even footing,.

But fuel price reforms have turned
into a mirage, dissolving gradually
into oblivion over the years. If fore-
casts on first quarter earnings of oil
marketing companies by Nomura
Research and other analysts are to be
believed, then Indian oil companies
are expected to post healthy profits
in the April-June quarter. Oil minister
Hardeep Singh Puri said that oil mar-
keting companies may consider cut-
ting pump prices if the first quarter
results are good.

Brokerage Nomura expects robust
earnings at OMCs driven by a surge
in marketing margins. Blended fuel
marketing margins increased t0¥10.7
per litre in the week ended July 10,
2023, remaining sharply above nor-
mative levels of 33 a litre.

Diesel marketing margins have
increased 6 per cent quarter-on-
quarter to ¥10.9 a litre in 1QFY24,
while Indian retail prices remain
unchanged. Based on current prices,
diesel marketing margins remain at
super-normal levels (average mar-
gins are X2 to X3/litre) of ¥7.6 per litre.

10C’s Ebitda may increase to
322,800 crore in the April-June quarter
vs 15,300 crore in the previous one;
BPCL may increase earnings by 25 per
cent t0 314,000 crore vs 11,200 crore;
and HPCL earnings may increase 91
percentto39,200 crore vs34,800 crore
in the same quarter period.

The question remains whether oil
companies will consider passing on
such handsome gains to consumers.
Allowing market forces to determine
prices are critical to incentivise fuel
retail investments, CRISIL’s Mitra
said. Additionally, the country needs
innovative business models with
regards to sharing of existing infras-
tructures to act as an enabling factor
for private sector participation in fuel
retailing in India.
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Indian OIl
signs LNG
deals with

TotalEnergies,
ADNOC LNG

MANISH GUPTA
New Delhi, July 17

INDIA'S LARGEST REFINER
Indian 0Oil Corp Limited has
signed long-term deals with
France’s TotalEnergies and UAE's
ADNOC LNG to procure 2 million
metric tonne per annum {:mtpa} of
liquefied natural gas.

Under this long-term contract
valid for 10 years starting 2026,
TotalEnergies will be supplying
annually up to 0.8 MMT LNG to
Indian Oil. Thiswill be thefirst long-
term LN G contract for TotalEner-
giesin India.

Indian Oil signed a similar
agreement withAbu DhabiGas Lig-
uefaction Co Ltd (ADNOC LNG) to
establish along-term LNG sale and
purchase agreement (SPA). Under
this, ADNOC LNG will supply 1.2
mitpaof LNG to Indian Oil starting
from 2026 for next 14 years (till
2039),

The long-term LNG deals were
signed during Prime Minister
Narendra Modi'svisit to France last
week.

Indian Oil has been looking for
long-term deals to procure LNG as
itwants to sirengthen its gas infra-
structure. As part o'fmerg)rtmnsi—
tion, Prime Minister Modihas seta
target toincrease theshare of gasin
India’s energy mix from 6.2% cur-
rentlyto 15% by 2030,

FINANCIAL EXPRESS | @
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I0C signs LNG deals with
Adhoc, TotalEnergies

India's top oil firm 10C has signed deals
to import liquefied natural gas (LNG)
from UAE's Abu Dhabi Gas Liquefaction
Co Ltd and TotalEnergies of France on a
long-term basis. Indian Oil Corporation
(10C) signed the deals during Prime
Minister Narendra Modi's visit to France
and the UAE last week.
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Petrol sales dropped 10.5% to 1.25 million tonnes
during the first half of July. HT

Monsoon dampens
demand for fuel

etroland diesel consumption fell in the first
P halfof July as fury of monsoon flipped travel

plans and reduced the demand in the agri
sector, preliminary industry data showed.

Demand for diesel, the most consumed fuel in
the country accounting for about two-fifths of
the demand, fell 15% to 2.96 million tonnes in 1-
15 July, compared to the year-ago period.

Consumption of diesel, which had soared
6.7%and 9.3%in April and May, respectively, as
agriculture demand picked up and cars yanked
upair-conditioning to beat the summer heat,
has taperedsince the second half of June after
the monsoon setin. Month-on-month sales fell
almost 20%, when compared with 3.68 million
tonnes ofdiesel consumed in1-15 June.

Petrol sales dropped10.5% to 1.25 million
tonnes during the first half of July, when
compared with the same period last year. Sales
were down 10.8% month-on-month, the data
showed.

Both the manufacturing and servicessectors
in India have been in expansion territory to
support oil demand for overone year. Thisled
to petrol and diesel sales rising since the second
halfof March. PTI
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Oil Dips Over 1% as
Chinese GDP Dents
Demand Hopes

HOUSTON: Oil
Q dropped by more

than 1% on Monday

after weaker than
expected Chinese economic
growthraised doubts over the
strengthof demand inthe
world's second biggest oil
consumer, and a partial restart
of halted Libyan output also
pressured prices. Brent crude
fell$1.110r1.4%,t0$78.78a
barrel and U.S. West Texas
Intermediate crude dropped
by $1.06,0r 1.4%,t0 $74.350n a
second straight day of losses
for both contracts.
China's gross domestic prod-
uct (GDP) grew 6.3% year-on-
year in the second quarter,
compared with analyst fore-
casts of 7.3%, as its post-pan-
demic recovery lost momen-
tum. - Reuters



SUKALP SHARMA
NEW DELHI JULY17

INDIA'S PUBLIC sector refin-
ers Indian Oil Corporation
(10C), Bharat Petroleum
Corporation (BPCL), and
Hindustan Petroleum
Corporation {HPCL)are scout-
ing for more crude oil term
contractson favourable terms
as they look to reduce the
share of spot cargoes in their
oilimports anddiversify their
crude supply basket amid
volatility and uncertainty in
the international oil market,
sources with direct knowl-
edge of the matter said.

Indiais the world's third-
largestconsumer of crude oil
and depends on imports to
meet over 85 per cent of its
requirerment. Currently, about
70 per cent of the public sec-
tor refiners’ oil imports are
throughtermdeals, whilethe
rest are through spot pur-
chases, a senior government
official said. Spot contracts,as
the name suggests, areimme-
diate purchases from suppli-
ers or traders with the short-
est-possibledelivery cycle.On
the other hand, term con-
tracts are longer-term deals
for oil purchases with fixed
volumes and pricing mecha-
Nisms.

“We feel even 30 per cent
(spot purchases) are on the
higher side. We want to re-
duceitsothatour companies
canbetter estimate and man-
age their financials, like
spends on oil purchase and
their debt levels. It isalso an
importanttool toachieve our
objective of diversification of
our sources of crude oil and
createsopportunities for dis-
counts and beneficial pay-
ment terms,” the government
official said, requesting
anonymity. The official did
not elaborate on the optimal
term-spot ratio that the refin-
ers may be aiming for.

In April, India’'s largest re-
finer IDCsigneda major term
contract with Russian oilma-
jor Rosneft. AlthoughlOCdid
not disclose the supply vol-
ume under the contract, a
Reuters report said that itwas
close to 1.5 million tonnes a
month.

Qil refiners look
for more term
contracts amid
uncertain market
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In June, Reuters reported
that BPCL was in talks with
Rosnefttoinka termdeal for
around 6 million tonnes per
yearofRussian crude. Efforts
are underwayat the govern-
ment-to-government level
betweenIndiaand Guyanato
secure oil supplies from the
Caribbean nation, and there
are indications that better
paymenttermsare being ne-
gotiated with Irag, already a
topsupplierof crudetoIndia
In September last year, 10C
inked term contracts with

Brazilian oil producer
Petrobras and Colombia's
Ecopetrol

Over the past seven-eight
years, Indian refiners hadin-
creased theshare of spot pur-
chases of crude in their port-
folio to take advantage of low
spot prices in a market with
plentiful supplies.Inthe years
preceding 2015, spot buys
made up lessthan 20 per cent
of the public sector refiners’
oil purchases.

Usually, spot purchases
are beneficial for refiners
whensupplies are abundant
and prices are on the decline.
Butintimes of high volatility
in prices as well as availabil-
ity, term contracts are consid-
ered better as they provide
surety of supply and an
agreed pricing mechanism.

In the aftermath of
Russia's February 2022 inva-
sionof Ukraine, the global oil
market has been witness to
severevolatility. Although the
volatility is not as extreme
currently, recent output cuts
by major oil producers in an
effort to prop up crude oil
prices has led to concerns of
a tighter market and high
spot prices going forward.

FULLREPORTON
www.indianexpress.com
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Oil regulator
rejects Adani’s
Noida city gas
licence bid

Press Trust of India
NEW DELHI

Oil regulator PNGRB has
rejected Adani Total Gas
Ltd.s application for a li-
cence to retail CNG to auto-
mobiles and piped gas to
household kitchens in Noi-
da, on the outskirts of the
national  capital, on
grounds that it does not
meet criteria.

The Petroleum and Nat-
ural Gas Regulatory Board
(PNGRB) in an order dated
July 14 said Adani Total Gas
does not fulfill the require-
ments of law and so its ap-
plication is rejected.
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Oil slides more than 1% as China
GDP dents hope of demand rise

Reuters
feedijaci(@livemint.com

il dropped by more
than 1% on Monday
after weaker than
expected Chinese economic
growth fuelled concern over
demand inthe world’s second-
biggest oil consumer while a
partial restart of halted Libyan
output also pressured.
China’s gross domestic
product (GDP) grew 6.3% year
onyearin the second quarter,
compared with analyst fore-
castsof 7.3%, with its post-pan-
demic recovery faltering rap-
idly owing to weakening
demand at home and abroad.
“The GDP came in below
expectations, sowill do littleto

Chinais the world's second-
biggest oil consumer.

ease concerns over the Chi-
nese economy,” said Warren
Patterson, ING's head of com-
modities research.

Brent crude fell $1.39, or
1.7%, to $78.4.8 a barrel by 1015
GMT and U.S. West Texas
Intermediate crude dropped

by §1.34, or 1.8%, to $74.08 on
a second straight day oflosses
for both contracts.

“China data was always
looked forward to with a
degree of hope; well, for bulls
anyway,” John Evans of oil
broker PVM said in a report.
“However, the contemporary
economicbackdrop for Asia’s
driver seems to now be
wheeled out for the bears.”

Oil briefly rose after a Reu-
ters newsalert on Saudi Arabia
extending a voluntary output
cut. The alert was subse-
quently withdrawn because it
repeated news published on
June 4. Both benchmarkshad
notched three weeks of gains
and touched their highest
since April last week.
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Oilcos may SKip Russia Crude on
Payment Woes, Slim Discount

Our Bureau

New Delhi: Indian state refi-
nersmay shiftaway from Rus-
sian oil due to slimmer disco-
unts and payment troubles
and increase their intake of
crude from their traditional
Gulf suppliers such as Iraq
and the UAE, which are wil-
ling to offer increased credit
periods, a petroleum mini-
stry official said.

The discount on Russian oil
has now deeply eroded and so
it doesn’'t make sense to buy
much from Russia, said the of-
ficial, who didn’t want to be
named. The official didn't give
details on the current level of
discount.

Indian state refiners have
never enjoyed discounts com-
parable to the ones reported
by theassessmentagenciesas
they take all Russian supplies
on a delivered-at-port basis,
which means the entire risk
of logistics is with the suppli-
ers. At their peak last year,
discounts available to Indian
state refiners were about $12-
13 per barrel while the disco-
unts quoted in the internatio-
nal markets were about $30-
32/barrel. Discounts availab-
le to Indian refiners quickly

fell to $6-7 per barrel. Now
they have further reduced.

Urals, the flagship Russian
crude, has now breached the
G-7 price cap of $60, presen-
ting another headache for re-
finers. Payment is an issue
and state-run refiners will
not be able to pay for Russian
oil if prices stay above the
cap, the official said. And if
they are not able to pay, it will
hurt their credibility, the offi-
cial said, adding that state re-
finers have taken only those
Russian grades that traded
below the price cap.

Indian state refiners have
paid in yuan, dirham and dol-
lars for Russian oilbut all the-
se imports were priced below
the cap.

Iraqand the UAE are willing
to offer longer credit periods

and are closer to the Indian
shores, the official said, argu-
ingthatitwillmakemore sen-
se to source more from these
countriesthan Russia. The of-
ficial didn’t give details on
whether prices offered by
Iragandthe UAE wereascom-
petitive as Russia despite the
decline in discounts on Russi-
anoil. Usually, suppliers offer
a credit period of 30 days but
Iraq and the UAE are offering
60 days, the official said.

Industry executives, however,
said it won't be easy to replace
Russianoil soquickly becauseit
comprises 40% of India’s crude
imports now. Two-thirds of Rus-
sian supplies go to Indian state-
runrefiners. A discountof justa
dollar per barrel is also a big ga-
in for refiners since the volume
involved is huge and, therefore,
Indianrefiners willnotliketole-
ave it, said the executive. The
credit period is not as big an at-
traction as the price discount as
the former involves currency
risk, the executive added.

Urals has gained about §7
per barrel in a fortnight to
$62,rising inline with the glo-
bal benchmark Brent, which
has touched $80 per barrel, ai-
ded by supply cuts by produ-
cers, mainly Saudi Arabia
and Russia.
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Petrol, diesel sales fall as
monsoon ebbs demand

PTI / New Delhi

India’s petrol and diesel con-
sumption fell in the first half of
July as fury of monsoon flipped
travel plans and reduced the de-
mand in the agri sector, prelimi-
nary industry data showed.
Demand for diesel, the most
consumed fuel in the country ac-
counting for about two-fifths of
the demand, fell 15 per centto 2.96
million tonnes in July 1-15, com-
pared to the year-ago period.
Consumption of diesel, which
had soared 6.7 per cent and 9.3 per
cent in April and May; respective-
ly as agriculture demand picked
up and cars vanked up air-condi-
tioning to beat the summer heat,
has tapered since the second half
of June after the monsoon set in.

Month-on-month sales fell al-
maost 20 per cent, when compared
with 3.68 million tonnes of diesel
consumed in June 1-15.

Demand for diesel fell
15% to 2.96 mn tonnes in
July 1-15 period

Petrol sales dropped 10.5 per
cent to 1.25 million tonnes during
the first half of July 2023, when
compared with the same period
last year: Sales were down 10.8 per
cent month-on-month, the data
showed.

Both the manufacturing and
services sectors in India have
been in expansion territory to
support oil demand for over one
year
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Petrol, diesel sales fall as
monsoon dents demand

Press Trust of India
New Delhi

India’s petrol and diesel con-
sumption fell in the first half
of July as the fury of mon-
soon flipped travel plans and
reduced the demand in the
agri sector, preliminary in-
dustry data showed.

Demand for diesel, the
most consumed fuel in the
countryaccounting for about
two-fifths of the demand, fell
15 per cent to 2.96 million
tonnes in July 1-15, com-
pared to the year-ago period.

Consumption of diesel,
which had soared 6.7 per cent
and 9.3 per cent in April and
May, respectively, as agricul-
ture demand picked up and
cars yanked up air-condition-
ing to beat the summer heat,
has tapered since the second
half of June after the mon-
soon set in. Month-on-
month sales fell almost 20
per cent, when compared
with 3.68 mt of diesel con-
sumed in June 1-15.

Petrol sales dropped 10.5
per cent to 1.25 mt during
the first half of July 2023,
when compared with the
same period last year. Sales
were down 10.8 per cent
month-on-month, the data
showed.

REDUCED DEMAND

Both the manufacturing and
services sectors in India have
been in expansion territory

to support oil demand for
over one vear.This led to pet-
rol and diesel sales rising
since the second half of
March. But the arrival of
monsoon has cooled temper-
atures and reduced demand
for running diesel gensets to
irrigate fields as well as cut
down consumption in tract-
orsand trucks.

For the year, India’s oil de-
mand is forecast at 0.2 mil-
lion barrels per day year-on-
year, according to oil cartel
OPEC’s monthly oil bulletin.

Consumption of petrol
during July 1 to 15 was 12.5
per cent more than Covid-
marred July 2021 and 16.6
per cent more than pre-pan-
demic July 1-15, 2019. Diesel
consumption was up 10.1 per
cent over July 1-15, 2021 but
1.1 per cent less than in the
first half of July 2019. With
the continuing rise in pas-
senger traffic at airports, jet
fuel (ATF) demand rose 6.1
per cent to 3,01,800 tonnes
during July 1 to 15, as com-
pared to the same period last
year.
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Petrol, diesel
sales fall as

monsoon
ebbs demand

PRESSTRUSTOFINDIA
MEW DELHI, JULY 17

INDIA'S PETROLand diesel con-
sumption fellin the first half of
July as fury of monsoon flipped
travel plans and reduced the de-
mand in the agri sector, prelim-
inary industry data showed.

Demand for diesel, the most
consumed fuel in the country
accounting for abouttwo-fifths
of the demand, fell 15 per cent
to2.96 million tonnes in July 1-
15, compared to the year-ago
period.

Consumption of diesel,
which had soared 6.7 per cent
and 9.3 per centin April and
May, respectively,as agriculture
demand picked up and cars
yanked up air-conditioning to
beat the summer heat, has ta-
pered since the second half of
June after the monsoon setin.

Month-on-month sales fell
almost 20per cent, when com-
pared with 3.68 million tonnes
of diesel consumed in June 1-
15.

$The Indian| &3
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Petrol, diesel sales fall as
monsoon ebbs demand

Demand for diesel fell 15% to 2.96 mn tonnes in July 1-15

OUR CORRESPONDENT

NEW DELHI: India’s petrol
and diesel consumption fell in
the first half of July as fury of
monsoon flipped travel plans
and reduced the demand in the
agri sector, preliminary indus-
try data showed.

Demand for diesel, the most
consumed fuel in the country
accounting for about two-fifths
of the demand, fell 15 per cent
to 2.96 million tonnes in July
1-15, compared to the year-ago
period.

Consumption of diesel,
which had soared 6.7 per cent
and 9.3 per cent in April and
May, respectively, as agricul-
ture demand picked up and
cars yanked up air-condition-
ing to beat the summer heat,
has tapered since the second
half of June after the monsoon
set in.

Month-on-month sales
fell almost 20 per cent, when
compared with 3.68 million
tonnes of diesel consumed in
June 1-15.

Petrol sales dropped 10.5
per cent to 1.25 million tonnes
during the first half of July 2023,
when compared with the same
period last year. Sales were
down 10.8 per cent month-on-
month, the data showed.

Both the manufacturing

Consumption of petrol during July 1 to

15 was 12.5 per cent more than COVID-
marred July 2021 and 16.6 per cent
more than pre-pandemic July 1-15, 2019.
Diesel consumption was up 10.1 per cent
over July 1-15, 2021 but 1.1 per cent less
than in the first half of July 2019

and services sectors in India
have been in expansion terri-
tory to support oil demand for
over one year.

This led to petrol and die-
sel sales rising since the second
half of March. But the arrival of
monsoon has cooled tempera-
tures and reduced demand for
running diesel gensets to irri-
gate fields as well as cut down

consumption in tractors and
trucks.

For the year, Indias oil
demand is forecast at 0.2 mil-
lion barrels per day year-on-
year, according to oil cartel
OPEC’s monthly oil bulletin.

Consumption of petrol
during July 1 to 15 was 12.5
per cent more than COVID-
marred July 2021 and 16.6 per

cent more than pre-pandemic
July 1-15, 2019.

Diesel consumption was up
10.1 per cent over July 1-15,
2021 but 1.1 per cent less than
in the first half of July 2019.

With the continuing rise in
passenger traffic at airports, jet
fuel (ATF) demand rose 6.1 per
cent to 301,800 tonnes during
July 1 to 15, as compared to the
same period last year.

It was more than double
that of the first half of July 2021,
but 5.9 per cent lower than pre-
Covid July 1-15, 2019.

Month-on-month jet fuel
sales fell 6.7 per cent when
compared with 323,500 tonnes
in June 1-15, 2023.

The country’s oil demand
during the last few months was
supported by strong indus-
trial activity, industry officials
said.

Cooking gas LPG sales were
down 6.3 per cent year-on-year
to 1.27 million tonnes in July
1-15. LPG consumption was
6 per cent higher than in July
2021 and 3.7 per cent more
than pre-COVID July 1-15,
2019.

Month-on-month, LPG
demand was up 3.8 per cent
compared to 1.22 million
tonnes of LPG consumption
during the first half of June, the
data showed.
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©® DIVERSIFYING CRUDE SUPPLY BASKET

Refiners scout for
term contracts
amid uncertalnty

SUKALP SHARMA
New Delhi, July 17

INDIA'S PUBLIC SECTOR
refiners Indian Oil Corporation
(10C), Bharat Petroleum Corpo-
ration (BPCL) and Hindustan
Petroleum Corporation (HPCL)
are scouting formore crude oil
term contracts on favourable
terms as theylook toreduce the
shareof spot cargoesin theiroil
imports and diversify their
crude supply basket amid
volatility and uncertaintyin the
international oil market,
sources with direct knowledge
of the mattersaid.

India is the world’s third-
largest consumer of crude oil
and depends on imports to
meet over 85% of its require-
ment. Currently,about 70 % of
the public sector refiners’ oil
importsare through termdeals,
while the rest are through spot
purchases,asenior government
official said. Spot contracts, as
thenamesuggests,areimmedi-
ate purdlasesfmm suppliers or
traderswith the shortest-possi-
ble delivery cycle. On the other
hand, term contracts are
longer-term deals for pil pur-
chases with fixed volumes and
pricing mechanisms.

“We feel even 30% (spot
purchases) are on the higher
side.Wewant toreduceit sothat
our companies can better esti-
mate and manage theirfinan-
cials,like spends on oil purchase
andtheirdebt levels.Itisalsoan
important tool to achieve our
objective of diversification of
ourspurcesof crudeoilandcre-
atesopportunities for discounts
andbeneficial paymentterms,”
the government official said,
requestinganonymity. The offi-
cial did not elaborate on the
optimal term-spot ratio that
the refiners may be aiming for.

In April, India’s largest

FINANCIAL EXPRESS ue:

In April, India's largest refiner IOC signed a major term
contractwith Russian oil major Rosneft.

HOW ITWORKS

B Spot contracts are immediate

purchases from suppliers or
traders with the shortest-
possible delivery cycle

® Usually, spot purchases are
beneficial for refiners when

supplies are abundantand
prices are on the decline

FILE PHOTO

= But in times of
high volatility in
prices as well as
availability, term
contracts are
considered
better as they
provide surety of
supply and an
agreed pricing
mechanism

refiner [0Csigneda majorterm
contractwith Russian oilmajor
Rosnett. A Reuters report said
that it was close to 1.5 million
tonnes a month.

In June, Reuters reported
thatBPCLwas in talkswith Ros-
neft to ink a term deal for
around & million tonnes per
year of Russian crude. Efforts
are underway at the govern-
ment-to-government  level
between India and Guyana to
secure oil supplies from the
Caribbeannation,andthereare
indications that better payment
termsarebeingnegotiatedwith
Iraq, already a top supplier of
crude to India. In September
last year, IOC inked term con-
tracts with Brazilian oil pro-
ducer Petrobrasand Colombia's
Ecopetrol. Over the past seven-
eight years, Indian refiners had
increased the shareof spot pur-

18 July 2023

chases of crude in their portfo-
lio totake advantage of low spot
prices inamarketwith plentiful
supplies.In the years preceding
2015, spot buys made up less
than 20 per cent of the public
sector refiners’ oil purchases.
Usually,spotpurchasesare ben-
eficial forrefinerswhen supplies
are abundant and pricesare on
the decline. But in times of high
volatility in prices as well as
availability, term contracts are
considered better as they pro-
vide surety of supply and an
agreed pricing mechanism.
“When there is abundant
availability(of oil} and pricesare
down, spot contracts are good.
But imagine a situation with
very high pricesand a seramble
forcargoes in the spot market.
Insuchanenvironment,surety
of supply is of paramount
importance,”an official said.

&)
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Waive late submission fee of

X225 crore: Oil firms to RBI

mRBI's August 2022 circular makes it mandatory to
report overseas investment

MANOJIT SAHA
Mumbai, 17 July

Some of the large companies in
the oil and gas sector have
written to the Reserve Bank of
India (RBI) to waive a late pen-
alty of roughly %225 crore that
they need to pay for not report-
ing their overseas investments
in time.

In a circular issued in
August 2022, the RBI had said
that any Indian entity that did
not submit evidence of invest-
ment within the specified time
frame could make such a sub-
mission or file it along with a
late submission fee (LSF).

A late submission was
allowed within three months,
failing which the entity would
not be allowed to make new
remittances.

According to sources with
direct knowledge of the devel-
opment, several banks
reported to the central bank
that the reporting of overseas
investment had not been com-
pleted since the August 2022
circular became effective.

Sources said such reporting
was important for the central
bank from a capital account
convertibility point of view.

“The RBI needs to know
how much overseas investment
has been carried out, in which
sectors, and how much in the
form of equity, loans, guaran-
tees, etc.,” informed a source.

“The idea is to simplify the
ease of doing business.
Simultaneously, we expect dis-
cipline from market partici-
pants,” said the source, inter-

mFor late m\When an entity makes an
reporting, a overseas investment, the RBI
late submission | allots a unique identification
fee imposed number (UIN)

mEvery time mAform needs | mPetroleum
the entity to befilled out | Ministry writes
remits, it with relevant to the Finance
needs to information, Ministry; a
quote that UIN | which is shared | meeting is

with the RBI likely soon

preting the rationale behind
the August 2022 circular, which
made the penalty system
straightforward.

“The idea is not to disrupt
business if you have a commit-
ment overseas that needs to be
honoured. Otherwise, it will
reflect on the nation as well,”
the person added, explaining
why banks continued with
remittances from such com-
panies, notwithstanding pre-
vious investments not being
reported.

Regardless of not reporting
the earlier investment, entities
are still allowed to send funds
abroad since banks are now
taking prior approval from the
regulator every time a new
investment is made. Sources
said the RBI cannot simply
waive the penalty. Firstly,
another notification needs to
be issued. Secondly, and more
importantly, it would be unfair
to entities that have paid the
LSF. The RBI has collected
approximately 25 crore as LSF.

State Bank of India (SBI),
the country’s largest lender,
was the banker for most of
these transactions. It said the
bank was not at fault and has
reported all such investments
based on documentation fur-
nished by remitting entities.

“LSF has been introduced
by the RBI with retrospective
effect vide Foreign Exchange
Management (Outside India)
Regulation, 2000.
Regularisation of the submis-
sion of overseas direct invest-
ment (ODI)-related data by
companies to the RBI under a
specific unique identification
number assigned to each proj-
ect through their ‘authorised
dealer’ banks covers several
thousands of ODI remittances
processed since 2000. SBI has
invariably reported all ODIs,
based on documents provided
by the remitting entities, to the
RBI in line with applicable
guidelines at the material
time,” SBI said in a written
response to Business Standard.

Under the Foreign
Exchange Management Act,
the onus to share the details of
investments is on the entity
that is remitting the money.

An email sent to the central
bank for its observations
remained unanswered until
the time of going to press.

To break the deadlock,
sources said the Ministry of
Petroleum and Natural Gas has
written to the Department of
Financial Services in the
finance ministry, and a high-
level meeting is likely to dis-
cuss the matter soon.
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Yellen: Working with India to
hasten its energy transition

PRASANTA SAHU
Gandhinagar, July 17

US TREASURY SECRETARY Janet
Yellen said on Monday that the
United States is looking forward to
working with India on an invest-
ment platform to deliver a lower
cost of capital and increased private
investment to speed up India's
energy transition.

The US and India are endeavour-
ing to developa multibillion-dollar
investment platform aimed at pro-
vidingcatalyticcapital and de-risk-
ing support to accelerate the
deployment of greenfield renew-
able energy, battery storage, and
emerging green technology pro-
jectsin India.

"1 also look forward to further-
ing ourbilateral interests through
development cooperation and new
investment op por tunities through
Alternate Investment platforms for
renewable energy,”Sitharaman said
in herbilateralmeetingwith Yellen
on thesidelinesof G20meeting.

India has committed to be net-
zero by 2070 as part of the global
decarbonisation effort.

Yellen also appreciated India's
focus on finalizing the historic
Two-Pillar global tax deal in
the Indusive Framework.

“I believe thatwe are dose =
to reaching an agreement,” §
Yellen added.

-

The reform was agreed in 2021
by the members of the Organisa-
tion for Economic Co-operation
and Development (OECD)/G20
Inclusive Framework — a bodywith

We look forward to
working with India on
an investment
platform to deliver a
lower cost of capital
and increased private
investment to speed
India's energy
transition - JANETYELLEN,
LS TREASURY SECRETARY

now 142 members tasked to
address international tax avoid-
ance by multinational companies
and deal with the tax challenges
arising from digitalization of the
ECONOINY.

Pillar1 includes a new method
to allocate profits to countries
where multinational companies
may havesignificant business but
few/no local operations,

Pillar 2 introduces a global min-
imum effective tax rate of 15%.
According to an IMF estimate, the
potential for low-income countries
toincrease their tax revenues byas
much as 8% of GDP through
domestic tax increases.

Sitharaman said India and the
US will actively further the G20
agenda including addressing crit-
ical global issues suchas strength-
ening the Multilateral Develop-
ment Banks (MDBs) and taking
coordinated climate action,

They will also facilitate con-
sensus on intractable issues
associated with the risingindebt-
edness of lowand middle-income
countries. Other areas of
cooperation include harnessing
opportunities presented
by crypto-assets
and digital public
infrastructure
for financial inclu-
sion, Sitharaman
said.
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