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Centre may scale down equity
infusion plan for 3 state-run
oil-marketing companies

PRASANTA SAHU
NEW DELHI, ALGUST 20

WITH STATE-run o1l marketing
companies (OMCs) recouping
most of the FY23 losses in the
marketing margins in the cur-
rentfinancial year by not cutting
retail prices even after crude
prices fell sharply, the Centre is
considering scaling down the
equityinfusion planfor the three
companies.

In the Budget 2023-24, the
governmernt had announced Rs
30,000-crore equity capital in-
vestment in the three OMCs —
Indian Oil (I0C), Bharat
Petroleum  (BPCL)  and
Hindustan Petroleum (HPCL) —
towards energy transition and
net-zero ohjectives.

“I have my doubts whether
support from the exchequer will
be required to the extent an-
nounced in the Budget Weare
reassessing {therequirements),”
an official aware of the matter
told FE.

Following the Budget an-
nouncement, the BPCL board in
June approved an Rs 18,000-
crore rights issue to sharehold-
ers, entailing at least Rs 9,500-
crore capital infusion by the
Centre for its 52.98 per cent
stake. In July, the 10C board ap-
proved a rights issue for raising
Rs 22,000 crore, which requires
the government to infuse atleast
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Rs 11,330 crore for its 51.5 per
cent stake.

Usually, promoters commit
to fully subscnbing to their por-
tion of the rights and the under-
subscribed portion as well. The
remaining amount from Rs
30,000 crore was to go to HPCL,
a subsidiary of state-run up-
stream major ONGC, likely
thiougha preferential allotment.

The Budget allocation was
based on the assessment that
OMCs would have some diffi-
culty in incurring capitalexpen-
diture because oil prices were
high and they were not able to
sell auto fuels at remunerative
rates in FY23.

The combined loss of three
state-run retailers — 10C, BPCL
and HPCL - for the first half of the
last financial year was a whop-
ping Rs21201 crore dueto petrol
and diesel prices freezing when
glabal prices rose.
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The government didn't want
to subsidise the OMCs butitalso
didn't want their capital expen-
diture to suffereither sinceitisa
thrust area to boost economic
activity and growth.

“Of course, recently oil prices
went up, but in between they
were doing pretty well (in April-
July 20233, the official said.

Due to the Russia-Ukraine
war, the Indian basket of crude
prices shot up by an average of
18 per cent in FY23 to
$93.15/barrel compared with
$79.18(barrel in FY22. The Indian
basket of crude oil averaged $74-
75/barrel in May and June 2023,
$80/barrel in July and
$86.69/barrel in August reflect-
ing fluctuations in prices due to
global developments, OMCs are
expected to continue making
profit till the oil price remains
below $80-85 a barrel, analysts
reckon

However, the official said no
final decision on the extent of
capital infusion has been taken
by the government as yet even
though 10C and BPCL have an-
nounced their rights issue plans,
“It is too early to say whether
OMCs are doing very well. The
capital infusion may also go
through as per the Budget plan,”
the official added.

10C has projected a capex of
Rs 30,395 crore in FY24 com-
pared with Rs 35,205 crore in
FY23.FE
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China major seeks to end I0C
subsidiary’s Lanka dominance

In Response, Lanka I0C To Add 30 Petrol Pumps To Its Retail Network

Sanjay Dutta@timesgroup.com

New Delhi: The stage is set
for a long-drawn India-Chi-
na proxy duel in Sri Lanka
as Chinese major Sinopec
begins retailing automotive
fuels in the island nation
from next month, challeng-
ing the position of Lanka
IOC — the wholly-owned
arm of Indian state-run gi-
ant IndianOil Corporation.
Lanka IOC has responded
by mobilising expansion of

its retail network and has
floated Eolsforadding 30 new
petrol pumps to its existing
network of 250 outlets over
the coming months.

Lanka IOC entered Sri
Lanka in 2003 and cornered
16% of petrol and diesel
sales as well as 35% of lubri-

Chlnese ma;or Smopec is also among the two f rms shortlisted by
Sri Lanka for a proposed $4-billion refinery at Hambantota, where a
deepwater port has been given to Beijing on a 99-year lease

cants, bitumen and bunker-
ing (marine fuel) last yearin
aduopoly with CYPETCO.
Sinopec is the first of the
three companies, chosen by
Colombo through the Eol
(expression of interest)
route, to set up operations.
Australia’s United Petro-

leum and US company RM
Parks — with Shell — were
the other two.

Under Colombo’sliberal-
isation policy, Sinopec will
get control of 150 of the 1,200
retail outlets operated by Sri
Lanka’s national oil compa-
ny CYPETCO (Ceylon Petro-

leum Corporation) for 20
years. Another 150 will go to
RM Parks, seen taking 3-4
months to begin operation,
while United Petroleum’s
plans remain unclear.

Sinopecisalsoone of the
two companies — the other
being Vitol — shortlisted by
Colombo for a proposed $4
billion refinery at Hamban-
tota, where a deepwater port
has been given to Chinaon a
99-yvear lease — something
that still rankles in India
from time to time.

A refinery, people in the
know said, could give Sino-
pec an edge against Lanka
10C, which imports products
from the parent’s refineries
asSriLankahasasmall refin-
ing capacity. Sinopec can
price out Lanka IOC, espe-
cially under the new regime
wherein Colombo prescribes
the ‘maximum selling price’.
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All over the world, prices for the fuel are sky-high relative
to the crude oil from which it is made. HT

Diesel is pricing ascarcity with
winter market looming large

Atany other time in history, the currentstate of the global
diesel market would have sent some countries into a
panic. All overthe world, pricesfor the fuel are sky-high
relative to the crude oil from which it is made, pointing
to ascarcity that should alarminflation-obsessed govern-
ments everywhere. And within just a few months, the
Northern Hemisphere will enter winter, pushing up
demand for heating. The good news is that the market
looked even worse this time last year following Russia’s
invasion of Ukraine—and pricesultimately came down,
helped by a relatively mild winter. However, today’s
shriveled stockpiles mean the world can ill afford any
bullish market surprises: supply curbs can arise at any
time, or demand shocks can come from cold weather or
surprisingly strong economies. “We should be building
stocks now as they usually begin drawing seasonally from
September,” said Eugene Lindell, head of refined prod-
uctsat industry consultant FGE. BLOOMBERG
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[0C Begins Digitalisation Drive
to Optimise Ops, Management

Move is helping refiner boost |ts efﬁc:ency as well as bottom line

Sanjeev.Choudhary
@timesgroup.com

New Delhi: Indian Oil Corpora-
tion (IOC), the nation’s top refi-
ner, has embarked on a major da-
ta-driven digitalisation drive to
optimise its crude purchase, refi-
nery operationsand financial ma-
nagement, which has helped bo-
ost its efficiency as well as bottom
line, said a senior executive.

“What we have begun doing is to
use the immense data available to
ustodriveourdecisions,” Manish
Grover, executivedirector (strate-
gic information systems), Indian
Oil Corporation, told ET.

I0OC generates a sea of datadaily
from its operations spanning refi-
neries, pipelines, petrol pumps,

aviation fuel stations, natural gas
networks and petrochemicals.
“We operate refineries at 10 loca-
tions as a group. We deal with as
many as 400 types of neat crude at
a time. Crude is imported at three
ports and then transferred to va-
rious refineries, most of which
are landlocked. In this complex
exercise, we end up dealing with

as many as 12,000 Varlants of cru-
de mixes at a time," said Grover.
“And then vou have exigencies
created by the war whichrequires
you to take quick decisions for
crude purchases at high sea and
quicker unloading schedule for
them.”

The objective is to improve yields
andcutdownonany interruptions,
said Grover, adding that each day
of refining interruption would me-
an a potential loss of Rs 200-300 cro-
re in sales. The new digital archi-
tecture at the firm helps “predict
what can go wrong and help us act
to prevent that”, he said.

“We have created digital twins
of the refinery units, which helps
us optimise the operation, resul-
ting in annual gains that run into
millions of dollars,” said Grover.
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FINANCES OF 10C, BPCL, HPCL IMPROVE

OMCs may see cut
in capital infusion

Centre likely to review
X30,000-crore plan

PRASANTA SAHU
New Delhi, August 20

WITH STATE-RUN OIL marketing companies
(OMCs) recouping most of the FY2 3 losses in
the marketing margins in the current finan-
cialyearby not cutting retail prices evenafter
crude prices fell sharply, the Centreis consid-
ering scaling down the equity infusion plan
for the three companies.

In the Budget 2023- 24, the government
had announced ¥30,000-crore equity capital
investment in the three OMCs — Indian 0il
(10C), Bharat Petroleum (BPCL) and Hindus-
tan Petroleum (HPCL)— towardsenergy tran-
sition and net-zero objectives. “I have my
doubts whethersupport from the exchequer
will be required to the extent announced in
the Budget. We are reassessing (the require-
ments),"an official aware of themattertold FE.

Following the Budget announcement, the
BPCL board in June approved an ¥18,000-
crore rights issueto shareholders, entailing at
least ¥9,500-crore capital infusion by the Cen-
tre forits 52.980% stake.In July,the I0C board
approved a rights issue for raising ¥22,000
crore,which requires the government to infuse
atleast ¥11,330 crore forits 51.5% stake.

Usually, promoters commit to fully sub-
scribing to their portion of the rights and the
undersubscribed portion as well The remain-
ing amount from ¥30,000 crore was to go to
HPCL,asubsidiary of state-run upstreammajor
ONGC, likely through a preferential allotment.

The Budget allocation was based on the

MONEY MATTERS
B FY24 Budget
allocation was
based on the
assessment

that their capex
would suffer due
to high oil prices

B OMCs were not able to sell auto fuels at
remunerative rates in FY23

B OMCs expected
to continue making
profit till the oil

# Indian basket of
crude averaged
$74-75/barrelin

May and June, $80 | price remains
in July & $86.69 below $80-85 per
in August barrel, say experts

assessment that OMCs would have some diffi-
cultyinincurring capital expenditure because
oil prices were high and they were not able to
sell autofuels at remunerativerates in FY23.
The combined loss of three state-run
retailers —[OC,BPCLand HPCL— forthefirst
haif of the last financial year was a whopping
¥21,201 crore due to petrol and diesel prices
freezingwhen global prices rose.

Continvedon Page &
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OMC:s likely to see cut in capital
infusion over better finances

Thegovernment didn’t want to subsidise the OMCs
but it also didn’t want their capital expenditure to
suffer either, since it is a thrust area to boost eco-
nomic activity and growth. “Of course, recently oil
prices went up, but in between they were doing
prettywell (in April-July 2023),"the official said.
Due to the Russia-Ukraine war, the Indian bas-
ket of crude prices shotup byan average of 18% in
FY23to $93.15/barrel compared with $79.18/bar-
rel inFY2 2. The Indian basket of crude oil averaged
$74-75/barrelin Mayand June 2023, $80/barrel in
July and $86.69 /barrel in August reflecting fluctu-
ations in prices due to global developments. OMCs
are expected to continue making profit till the oil
price remains below $80-85 a barrel, analysts
reckon. However, the official said no final decision
on the extent of capital infusion has been taken by
the government as yet even though 10C and BPCL
have announced their rights issue plans.“It is too
early to saywhether OMCs are doing very well. The
capital infusion may also go through asperthe Bud-
get plan,” the official added. IOC has projected a

T

capex of ¥30,395 crore in FY24 compared with

35,205 crorein FY2 3. BPCl's estimated capex is
¥10,000croreinFY24from%¥11,52 7 crorein FY 23.
HPCL to invest ¥10,210 crore in FY24 against
13,847 crorein FY2 3,

The share price of 10C, BPCL and HPCL fell
0.95%, 1.27% and 0.17%, respectively, on Friday
onthe BSE.
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ONGC Videsh secures 3-yr
extension for Viethamese oil
block in South China Sea

» This is the eighth extension
for OVL, the overseas
arm of state-owned
Oil and Natural Gas
Corporation (ONGC)

» ‘We are embracing
challenges, safeguarding
interests & fostering
partnerships’

» The company has so
far not found any
commercdially recoverable
oil and gas reserves in
the block in the 17 years
it has been exploring
there but has continued
presence there because
of India’s strategic interest
in the South China Sea

» Vietnam too wants the
Indian firm to counter
China’s interventions in the
contested waters

licence requirement of shoot-
ing 3D seismic data and repro-
cessing of 2D seismic data as
well as drilling of the commit-
ted one well.

Officials said OVL acquired
3D seismic data and repro-
cessed 2D seismic data to fulfil
a part of the minimum work
programme of the phase-1 of
exploration period.

Also, petroleum system
modelling studies have been
carried out based on data pro-
vided by PetroVietnam. OVL
first took a two-year extension
of the exploration period till
June 2014 and then another
for one year.

A third extension was

granted on May 28, 2015, and
afourth in 2016. It got the fifth
extension for two years in 2017
and a sixth from June 16, 2019
to June 15, 2021.

The seventh extension of
two years was till June 15, 2023.
Another official said the com-
pany had a couple of years ago
drilled a well on the block but
it could not reach the target
depth and so it now has to drill
the well all over again.

The company has not
found any hydrocarbon in the
block but is continuing to stay
invested to maintain India’s
strategic interest. The block lies
in the part of the South China
Sea over which China claims
sovereignty.

In 2011, Beijing had warned
OVL that its exploration activi-
ties off the Vietnam coast were
illegal and violated China’s sov-
ereignty, but the company con-
tinued exploring oil and gas.

OVL made a foray into
Vietnam as early as 1988
when it bagged the explora-
tion licence for Block 06.1.
OVL owns a 45 per cent stake
in Block 06.1 and its share of
condensate and oil equivalent
gas production from the block
was 0.693 million tonne during
the 2022-23 fiscal.

The production shar-
ing contract (PSC) for Block
06.1 ws till May 18, 2023 but
the Vietnam government has
extended it for another 16
years.

The 955 sq km Block 06.1
located in Nam Con Son basin
has two producing fields — Lan
Tay and Lan Rosneft — and has
a 35 per cent stake while the
remaining 20 per cent is with
PetroVietnam.

The firm in 2006 got two
exploration blocks — Block
127 and Block 128. While
Block 127 was relinquished
due to poor prospects, the
other block was retained. The
first extension for Block 128
followed China putting the
area under the block for global
bidding. AGENCIES
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OVL Gets another 3-yr Extension
for Viethamese Oil & Gas Block

New Delhi: India's flags-
hip overseas firm ONGC
Videsh Ltd (OVL) has secu-
red another three-year ex-
tension to explore oil and
gas in a Vietnamese block
in the contested waters of
the South China Sea, the
firm's parent ONGC said.
This is the eighth exten-
sion for OVL. The last ex-
tension was till June 15,

2023. OVL “secures exten-
sion of 3 more years to ex-
plore in South China Sea's
Block 128! India's strategic
commitment stays strong
as ONGC Videsh continues
its exploration journey
with its 8th extension till 15
June2026,” ONGCsaidina
post on social messaging
platform X, formerly
known as Twitter. - PTI
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OVL gets extension on
South China Sea project

—
Press Trust of India
Mew Delhi

India’s flagship overseas
firm ONGC Videsh Ltd
(OVL) has secured another
three-year extension to ex-
plore oil and gas in a Viet-
namese block in the con-
tested waters of the South
China Sea, the firm’s parent
ONGC said.

This is the eighth exten-
sion for OVL, the overseas
arm of state-owned Oil and
Natural Gas Corporation
(ONGC).

The seventh extension to
explore oil and gas was till
June 15, 2023.

OVL “secures extension
of 3 more years to explore in
South China Sea’s Block
128! India’s strategic com-
mitment stays strong as
ONGC Videsh continues its
exploration journey with its
8th extension till 15 June
2026,” ONGC said in a post

on X, The firm had in a pro-
posal to regulator PVN
sought a three-year exten-
sion of the exploration
phase-1

The company has so far
not found any commercially
recoverable oil and gas re-
serves in the block in the 17
years it has been exploring
there but has continued
presence there because of
India’s strategic interest in
the South China Sea. Viet-
nam too wants the Indian
firm to counter China’s in-
terventions in the contested
waters.
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NOT LISTED AS THE COMMERCIAL MANAGER OF EVEN ONE TANKER

Russia shadow fleet king Gatik
sinks on 1paper, transfers tankers

SUKALP SHARMA
MNEW DELHI, AUGUST 20

GATIK SHIP Management, which
emerged out of nowhere to be-
come one the largest trans-
portersof Russiancrude after the
war in Ukraine broke out, does
not have afleet of its own any-
more. Over the pastthreeto four
months, the mysterious
Mumbai-based shipper swiftly
transterred oil and fuel tankers
managedbyittoawebofrelated
companies in the wake of the
global attention and scrutiny it
attracted for moving Russian oil.
These tankers, however, con-
tinue to play a central role in
keeping Russian oil flowing to
India and other parts of the
world.

According to the latest data
fromthe international shipping
resource base Equasis, Gatik is
not listed as the commercial
manager of even one tanker. As
reported earlier by The Indian
Express, around the middle of
Mlay, Gatk was listed asthe com-
mercial manager of 38 vessels,
and the number declined rapidly
to 19 vessels by early June. At its
peak, Gatik was the commercial
manager of around 60 old crude
oil and petroleum product
tankers, valued at over $15 hil-
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Gatilkkwas among the top players of the so-called “shadow
fleet” transporting Russian oil. Reuters

lion, and having been acquired
in the aftermath of Russia's
February 2022 invasion of
Ukraine. It was among the top
players of the so-called “shadow
fleet” transporting Russian oil.
Shipping industry experts
see the move as an attempt by
Gatik's benefactors to make
tracking of the entire operation
difficultand keeping the activity
opaque.According toTheIndian
Express's analysis of changes in
Gatik's fleet, the company dis-
tributed the commercial man-
agement of at least 48 of its
tankers over the past few
months among 43 other firms,
mostofwhich seem to be related
to Gatik. However, there was no

change in effective ownership of
the ships as registered owners
continue to remain the same in
almost all cases. Interestingly,
commercial management was
transferred to the respectivereg-
istered ownersin themajority of
the cases.

This follows a series of ac-
tions by international insurers,
shipping registries, and mar-
itime classification societies
against Gatik. These actions are
likely to have stemimed fromap-
prehensionsthat Gatik's vessels
might have been involved in
hauling Russian oil sold above
the West's $60-per-barrel price
cap.

While Gatik's name might
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have been erased from the
tankers' paperwork, they con-
tinue to be deeply involved in
Russia's oil trade with India,
showsan analysis of recent port
call data of the ships. Of the 48
vessels, which include 30 oil
tankersand 18 petroleum prod-
uct tankers, 15 oil tankers made
stops atIndian ports like Paradip,
Vadinar, Sikka, Visakhapatnam,
Kochi, and Mangalore over the
past six to eight weeks. These
ports serve as the crude oil un-
loading points to feed some of
the major refineries in India.
Marny of these tankers also had
recentportcalls at Russian ports.

Apart from Russia and India,
geographies where the vessels
operated induded Turkey, Egypt,
China, Saudi Arabia, Singapore,
Indonesia, Malaysia, and South
Korea, among others, the port
call data shows.

From being a marginal sup-
plier of crude oil o India before
the war in Ukraine, Russiais now
New Delhi's largest source of
crude, having displaced tradi-
tional heavyweights likelragand
Saudi Arabia.

The surgeinindia'simportof
Russian oil was driven by dis-
counts being offered by Moscow
after the traditional Western
buyers started shunning Russian
oil over its invasion of Ukraine.

The people behind Gatik and
the web of related shipping
companies remain shrouded in
mystery.

In the maritime industry,
vessel ownershipstructurescan
be extremely opaque, which of-
ten rendersitimpossible o trace
the actual owner of a ship and
the people behind shippers such
as Gatik. Intemnational trade
sources suggest that Gatik isan
arm of Buena Vista Shipping
(BVS),and could have close links
to a shipper in the United Arab
Emiratesand Russian oil compa-
nies. Shipping databases list an
officeinNeptune Magnet Mallin
Mumbai's Bhandup as the ad-
dressof Gatik as well asBVS, The
address of many of the compa-
nies to which Gatik's vessels
have been transferred is listed as
“care of Gatik", featuring the
same  Bhandup  office.
Interestingly, the office hasbeen
vacant for months now. BVS has
not been responding to queries
aboutitsrelationship with Gatik
and the latter's role in global
flows of Russian oil.

There are various ownership-
related categories in the mar-
itime industry, including com-
mercial managers, registered
owners, and beneficial owners,

FULL REPORT ON
www.indianexpress.com
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The extension OVL
secured to explore oil

in Vietnamese block

in years, is the extension ONGC
Videsh Ltd (OVL) secured to explore
oil and gas in a Vietnamese block in
the South China Sea. The company has not
found any recoverable oil and gas reserves
in the block in the last 17 years. pn
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