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ike the oil market, the

structure of the natural gas

market too has seen a change

due to the global energy

crisis sparked by Russia’s
invasion of Ukraine. According to the
International Energy Agency (IEA),
there is a need for a dialogue between
producers and consumers looking to
ensure both short- and longer-term
security of supplyand reduced
emissions.

“Tensions in gas markets have eased
significantly since the beginning of
2023,” according to the latest edition of
the IEA’s annual Global Gas Security
Review. Yet the new analysis notes that
deeper coordination among market
participants is essential, given the
momentous shifts in functioning of the
gas market.

For India, which is looking to shift
towards other sources of energy besides
crude oil, the price of imported gasisa
challenge. And this is evident from what
the head of the Petroleum & Natural Gas
Regulatory Board, Anil Jain, said ata
recent conference.

According to Jain, “The persistent
dichotomy between domestic and
imported gas, which is splitting the
market, must be dismantled for the sake
of a cohesive natural gas industry.”

“I'think this dichotomy between
domestic gas and imported gas has to go
because as long as we keep looking at gas
in compartments, it will split the
market,” he said. With only 25 MT gas
coming through out of a potential 45 MT
of free gas, there is an opportunity for
the LNG business to integrate with the
natural gas industry.

Jain has flagged off what has been
ailing this segment for sometime.

India has total gas demand of
approximately 160 million standard
cubic metre (MMSCM), of which only
50 per cent is produced domestically.

Gas sold under Administered Price
Mechanism (APM) constitute about 45
million standard cubic metre a day
(MMSCMD), gas from High Pressure
High Temperature is about 25
MMSCMD and balance is non-APM gas
generally priced around APM. Besides
these there is liquefied natural gas
(LNG).

THE PRICE REGIME
The country has different pricing
regimes for domestic gas and theyare
not aligned with imported gas which is
freely priced. Currently, India depends
on locally-produced gas, both
conventional and unconventional, as
well as LNG shipments.

“Local gas sources have different
pricing formulas linked to prices of
other gas hubs, competing fuel bases and
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(as sector:
Groaning under
price controls

The various pricing regimes prevailing in the gas market
are hindering India’s shift to this cleaner fuel

—

JOTHI RAMALINGAM B

only to a small extent, to LNG. This
means the average gas market pricing in
India neither fully reflects imported
LNG realities nor domestic gas market
fundamentals. This has created
transactional difficulties across the gas
value chain from suppliers down to
consumers,” according to Kenneth Foo,
Associate Pricing Director, APACLNG,
S&P Global Commodity Insights.
Re-gasified LNG generally has two
prices — long term: which s linked to

The domestic gas produced
is not only subject to
various pricing formulas
but some segments like
High Pressure High
Temperature gas have
restrictions on selling only
to some priority sectors.

Brent and Henry Hub and Spot: which is
linked to Brent and other components.
Within domestic, again major pricing
regime (volume wise) is under
Administered Price Mechanismand
High Pressure High Temperature.

APM is linked to Brent with floor and
ceiling and High Pressure High
Temperature is freely priced but capped
at a formula derived of alternative fuels.

Recently through an order, the
Ministry of Petroleum and Natural Gas,
has further restricted the High Pressure
High Temperature gas in terms of
segments to which it should go. This gas,
if sold at a constant price (any price
either ceiling or otherwise), the
segments which will get priorityare:
City Gas Distribution, Fertiliser, Power
and LPG, in that order.

And, if marketers are buying this gas
then it cannot be sold with trading
margin of more than ¥16/mBtu (million
British thermal unit). Therefore, traders
have lost interest in buying this gas due

to resale trading margin cap of
T16/mBtu. Further, this gas being
produced in Andhra Pradesh, where VAT
of 24.5 per cent is applied, does not get
sold even when gas prices are lower, due
to high tax incidence, according to
industry observers,

PRIORITY SECTORS

Domestic gas pricing is totally
misaligned due to tax regime and its
priority to certain sectors. And is
sometimes costlier than RLNG being
sold at LNG terminals in Gujarat and
Maharashtra where taxes are levied at 15
per cent and 3 per cent respectively.

With much of the gas supplied being
under some form of price cap, only the
prices of spot Regasified-LNG are
market determined, which is merely 15
per cent of total gas consumption,
industry trackers point out adding that
“This shrinkage will hamper market
development and also will create
bottleneck in India’s vision of increasing
gas from 6 per centto 15 per cent.”

Asked if India’s gas market is matured
enough, Rajesh K Mediratta MD & CEO
of IGX (Indian Gas Exchange), said,
“Not yet. There is lot of scope for
improvement in gas markets — Uniform
taxation is a must, Unbundling of
Marketing and Transportation
companies, Independent System
Operator is a must, Transmission
Capacity Access be non-discriminate
and neutral and available on short notice
like day-ahead and Transmission access
and tariff should move to entry-exit
mechanism.”

According to Foo, “The market
situation in India last year saw local gas
prices at a steep discount to
international LNG prices, reflecting the
fact that India had been outcompeted
for LNG cargoes by buyers in Europe,
North Asia and South-East Asia.”

India’s LNG imports dropped 19 per
cent year-on-year to 19.71 million tonne
in 2022. This was also the lowest LNG
import level since 2017, India’s LNG
imports in the first six months of 2023
was at 10.1 million tonne, even lower
than the 10.54 million tonne during the
same period last year.

“However, if India is to become a
more gas-based country, then LNG
imports would need to be increased
significantly. Creating an even stronger
index link between LNG and domestic
gas prices would be desirable. The link to
international LNG prices allows for
more certainty for importers and more
predictable supply for downstream
Indian buyers,” Foo felt.

There is a consensus that the current
mix of domestic and imported gas
(50:50) will tilt in favour of imported gas
due to increasing demand. And to cope
with the shift the existing challenge
needs to be addressed.

Clearly, supply is not a challenge, but
the existing price regimes are. The
sooner it is corrected the better it is for
the gas market to expand and for the
country to shift to cleaner fuel.
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India, Lanka adopt !

vision document
on economic ties

SHUBHAJIT ROY
New Delhi, July 21

INDIA AND SRI Lanka adopted
a‘visiondocument'foradecper
economic partnership after
talks between Sri Lankan Presi-
dent Ranil Wickremesinghe
and Prime Minister Narendra
Modihere on Friday.

This is Wickremesinghe’s
first visit to India since he
assumed office ayear ago after
an economic crisis triggered
wides pread protests inthecoun-
try and forced his predecessor,
Gotabaya Rajapaksa, to flee.

India played a significant
role in helping Sri Lanka tide
over the crisis.

“Today, we have adopted a
vision document for our eco-
nomic partnership. This vision
isto slrengthen Maritime, Air,
Energy and people-to-people
connectivity between the peo-
ple of bothcountries.Thevision
is toaccelerate mutual cooper-
ation in tourism, power, trade,
higher education and skill
development. This is thevision
— of India's long-term com-
mitment towards Sri Lanka
Modi said afterthe talks.

During the talks, Modi
also conveyed to Wick-
remesinghe New Delhi’s
expectations on fulfilling the
aspirations of the Tamilcom-
munity living in SriLanka.

“We hope that the Govern-
mentofSri Lanka will fulfil the
aspirations of the Tamils...
ensurealife of respectand dig-
nity for the Tamil community
of Sri Lanka.. We also dis-
cussed theissuesrelated to the
livelihood of fishermen. We
agree that we should proceed
with a humane approach in
this matter,” Modi said.

In his remarks, Wickreme-
singhe said, “We believe that
India's growth would be bene-
ficial to the neighbourhood
and Indian Ocean Region." He
said he also conveyed to Modi
his country’s“profound appre-
ciation"” for the solidarity and
support inwhatwas“undoubt-
edly the most challenging
period in ourrecent history”.

Prime Minister Nare

The ‘vision document’
adopted Friday is based on
five pillars: maritime connec-
tivity; air connectivity;energy
and power connectivity;
trade, economic and financial
connectivity; people-to-peo-
pleconnectivity.

On maritime connectivity,
it outlines cooperation in
development of ports and
logistics infrastructure at
Colombo, Trincomalee and
Kankesanthuraiwithanaim to
consolidate regional logistics
and shipping, as per mutual
understanding.

It also mentions resump-
tionofpassenger ferry services
between Nagapattinam in
India and Kankesanthurai in
Sri Lanka and work towards
early resumption of ferry ser-
vices between Rameshwaram
and Talaimannar,

The document also men-
tions expansion of flights
between Chennai and
Colombo, besides exploring
connectivity between Chennai
and Trincomalee, Batticaloa
and other destinations in Sri
Lanka. This will, according to
the document,“encourageand
strengthen investment and
cooperation in civil aviation,

dra Modi with Sri Lankan President
Ranil Wickremesinghe in New Delhi on Friday

including augmentation of
airportinfrastructure atPalaly
forgreater economic benefits
tothe people.”

On Energy and Power con-
nectivity,the two sides plan to
“establish ahigh capacity power
grdinterconnection...toenable
bidirectional electricity trade
between Sri Lanka and other
regional countries, including
the BBIN countries. This has the
potentialtonotonlybring down
the costs of electricity in Sri
Lanka but also help create a
valuable anddependablesource
of foreign exchange for Sri
Lanka, thedocument said.

It also said “expedite imple-
mentation of understanding
reached on SampurSolar power
project and LNG infrastructure,
and explorecooperationingreen
hydrogen and green ammonia
through use of innovative tech-
nologies withanaimtoincrease
renewable energy mix in power
generationof SriLanka”

The two countries will also
“cooperate for construction of
a multi-product petroleum
pipeline from Southern partof
India to Sri Lanka with an aim
to ensure affordable and reli-
able supply of energy resources
to Sri Lanka”.
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India, Lankalook tolink up via oil pipeline, land connectivity & UPI

|

Sri Lanka President Ranil Wickremesinghe (left) met PM Narendra Modi

in New Delhi on Thursday

SUBHAYAN CHAKRABORTY
New Delhi, 21July

India and Sri Lanka have decided to carry
out feasibility studies on establishing a mul-
ti-product petroleum pipeline and a land
bridge connectivity between the two coun-
tries. UPI-based digital payments, too, will
start in Sri Lanka in the next 2-3 months.

These moves are part of a long list of ini-
tiatives outlined in the India-Sri Lanka
Economic Partnership Vision announced
on Friday amid Sri Lankan President
Ranil Wickremesinghe’s ongoing visit to
India. On Friday, he held bilateral dis-
cussions with Prime Minister Narendra
Maodi, and called on President
Draupadi Murmu.

“Today, we have adopted a vision
document for our economic partner-
ship. The vision is to strengthen mar-
itime, air, energy and people-to-peo-
ple connectivity between the two
peoples. The vision is to accelerate
mutual cooperation in tourism, elec-
tricity, business, higher education,
and skill development," Modi said
in a joint press statement with
Wickremesinghe.

The partnership vision docu-
ment aims to “establish land con-

PHOTO: PTI  nectivity between Sri Lanka and

India for developing land access to the
ports of Trincomalee and Colombo”. The
feasibility study in this regard will be con-
ducted at an early date.

The connectivity push is likely to drive
the development of ports and logistics
infrastructure in the Lankan capital,
Trincomalee, which is on the eastern coast,
and Kankesanthurai in the Tamil-dominat-
ed northern Jaffna peninsula. Passenger
ferry services between Nagapattinam and
Rameshwaram in Tamil Nadu to

AGREEMENTS SIGNED

B MoU on cooperation in renewable
energy sector

M Pact between NPCl's international
arm and Lanka Pay for UPI-based
digital payments in Sri Lanka

B MoU on economic development
projects in Trincomalee, Sri Lanka

M Joint 'Declaration of Intent' on
animal husbandry and dairying

M Energy permitfor Sampur Solar
power project

Kankesanthurai and Talaimannar in Sri
Lanka, respectively, will also resume soon.
The measures are likely to give a fillip to
Sri Lanka’s plans to attract more Indian
tourists, who currently make up the largest

chunk of foreigners visiting the island nation.

Also, the agreement between the
National Payments Corporation of India
and LankaPay, the operator of Sri Lanka’s
National Payment Network, to soon start
UPI-based digital payments in the island
nation is set to further boost tourism,
Foreign Secretary Vinay Mohan Kwatra
said in a press briefing on Friday. “This
would essentially ease up the payment
flow mechanism between the two
countries,” he stressed.

India will also implement a
development package focused on
the Indian-origin Tamil communi-
ty there as 2023 marks the 200th
anniversary of their arrival in Sri

Lanka, Prime Minister Narendra
Modi said. A separate multisectoral
package to support the economic
developmentof the Sri Lankan
Muslim and Tamil-dominated east-
ern province was also announced.

Energy tiesinfocus
A memorandum of understanding (MoU)
on cooperation in developing renewable

energy will help Sri Lanka achieve its target
of generating 70 per cent of power require-
ments from renewable sources, including
offshore wind and solar, by 2030, the part-
nership document read. Cooperation in
green hydrogen and green ammonia will
also be explored, the nations said.

The proposal for the establishment of a
pipeline between Tamil Nadu and Sri
Lanka is expected to ensure an affordable
and reliable supply of fuel to Sri Lanka.
Processed petroleum exports ($1.78 billion
in FY23) made up one-third of India's $5.1
billion exports to the neighbouring country.
Petroleum exports have surged in recent
years, rising from $551 million in 2019-20.

In the past few years, India has priori-
tised the construction of fuel pipelines with
neighbouring nations. In another key
move, both countries have agreed to jointly
explore and produce hydrocarbons in the
Sri Lankan offshore basins.

Ahigh-capacity power grid interconnec-
tion between India and Sri Lanka to enable
bidirectional electricity trade between Sri
Lanka and other regional countries, includ-
ing the BBIN countries, will also be estab-
lished. This “has the potential to not only
bring down the costs of electricity in Sri
Lanka but also help create a valuable and
dependable source of foreign exchange for
Sri Lanka”, the MEA said.
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India-Lanka
toFocuson
PetroLineto
BoostTies

DipanjanRoy.Chaudhury
@timesgroup.com

New Delhi: India and Sri Lanka
will conduct feasibility studies
onpetroleumlineandland bridge
connectivity between the count-
ries in what could boost sub-re-
gional integration in the Indian
Ocean Region, Prime Minister
Narendra Modi said on Friday af-
ter holding talks with visiting Sri
Lankan President Ranil Wickre-
mesinghe.

The two sides announced five
pacts, including a memorandum
of cooperation for economic de-
velopment projects in Trincoma-
lee district of Sri Lanka and me-
morandum of understanding on
renewable energy.

Wickremesinghe, who is on a
two-day visittoIndia, said the two
countries have agreed on a “vi-
sion” to enhance their economic
partnership. The two leaders un-
veiled agreements on technology,

renewable energy

‘ and greater con-

s nectivity to widen

S~ bilateral relations

‘ between India and

SriLanka.

Thetwosides “My visit to India

decideona  has provided an op-

visionto portunity toreview

enhance our bilateral rela-

economic tionship, leverage

partnership i} strength of ge-

ographical and civilisational

links, reinforce trust and confi-

dence for our future prosperity in

the modern world,” Wickreme-
singhe said at ajoint press meet.

Modi said the two leaders adop-
ted a vision to boost their econo-
mic cooperation, including
strengthening maritime, air and
energy connectivity between the-
ircitizensandacceleratingmutu-
al cooperation in tourism, trade
and higher education.

“8ri Lanka also has an impor-
tant place in both India's 'Neigh-
bourhood First' policy and 'SA-
GAR'vision. Today we shared our
views on bilateral, regional and
international issues. We believe
that the security interests and de-
velopment of Indiaand SriLanka
are intertwined,” PM Modi said.
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MayaThousand CSRProjects Bloom

M Veerappa Molly
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In 2014, India became the first country
tomake CSR mandatory, and today,
more than 80% companies in India
have CSR programmes. This is more
than what is reported from Malaysia,
Japan, South Korea, Thailand, Singa-
poreand the Philippines, even though
they are more prosperous than India.

Yet, India’s CSR programmes are un-
derestimated at the global level. One
reason could be that international CSR
rankings focus on corporate bottom-
lines and fail to assess Indian compa-
nies properly since firms here target
social challenges such as poverty, heal-
thcare and education. These activities
are specified under Schedule 7of the
Companies Act 2013.

It is also heartening to note that many
Indian companies, especially in the
technology sector, have begun efforts
toget ahead of global competition by
focusing on and showcasing their CSR
activities. This will give them a com-
petitive edge over competitors when
they approach clients for business.

There is no term as corporate ethics.
Those who lead companies must have
high ethical standards. A corporate is
alegal entity, controlled by human
beings, so corporate culture reflects

the value system of people leading and
working in such organisations. This
aspect plays a vital role in the efficient
disbursal of funds and implementation
of CSR programmes.

But spending on CSR is not enough
foracompany’s brand value and social
well-being. Corporations should also
respect workers' rights, ensure their
welfare and be equal-opportunity em-
ployers. A safe, hygienic and humane
workplace environment increases pro-
ductivity and improves an organisati-
on’sand society’s well-being. Creating
brand value for an organisation starts
with its employees and stakeholders,
leading toa better brand image.

Corporations must protect their
local areas from ecological degrada-
tion and invest in environmental and
societal good. They should also give
adequate representation to the local
population to improve their economic
well-being.

The Standing Committee on Finance
of the16th Lok Sabha (2015-16) reviewed
the implementation of CSR and noted:
P The committee recommend that the
proviso to Section 135(5) of the Compa-
nies Act 2013 stipulating
that ‘the company
shall give preferen-
cetothelocal area
and areas around
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it where it operates, for spending the
amount earmarked for CSR activities’
should be strictly enforced to preserve
the true letter and spirit of the CSR
mandate.

P For instance, inmining areas in Jh-
arkhand, it is seen that CSR spending
by companies is minuscule as compa-
red to the profits/incomes accruing
from there, and much lower than the
mandated percentage. Such gross mis-
match inlocal CSR expenditure vis-a-
vis CSR expenditure of an organisati-
onat headquarters/other areas is con-
trary to the aforementioned proviso to
Section 135(5), which should be square-
ly addressed.

P In this context, contradictions and
ambiguities, if any, regarding CSR re-
porting should also be removed forth-
with. The ministry should also regu-
larly monitor scrupulous compliance
of CSR provisions by corporates and
follow up with them in a structured
manner through a proactive manage-
ment information system (MIS), whi-
ch will improve awareness about CSR
activities and also facilitate MIS in the
government system.

Gol must look into these recommen-
dationsand take appropriate steps.

Of late, there are suggestions that
NITI Aayog should take over the ch-
argeof implementing the manda-
tory provisions of CSR. Neither
the government nor the Prime

. () Minister's Office should take away
L
#.e® tosupplement the grantsof the Uni-

the power of the corporate bodies

onand the state governments.
This negates the very spirit of

the concept of CSR.

If there isany dilution of norms, go-
vernments may use CSR funds to tide
over the paucity of fundsat the state
and central levels, It would be wrong
to take away the charitable disposition
of the corporate bodies.

There are afew challenges that CSR
programmes face, and they need tobe
rectified for better countrywide impact:
P Between 2014-15and 2020-21, 77% of
CSR funds were spent on three sectors:
health, education and rural develop-
ment. This means that other equally
important and interlinked sectors,
such as poverty eradication, gender eq-
uality and climate change, don’t recei-
ve adequate funds. A recent report by
International Climate Collaborative
said that environmental causes accou-
nted for less than a tenth of CSR fund-
ing between 2015 and 2021.

P CSR activities are also concentrated
inafew progressive states and not eq-
uitably distributed among geographi-
es. There should be an appropriate
focus on the most backward regions
and states.

P CSR spending doesn’t focus on local
regions of the companies, and these
local areas remain devoid of basicdev-
elopment such as sanitation or access
towater.

Toachieve sustainable development,
Indiamust streamline its CSR frame-
work and find solutions to overcome
these challenges.

The writer is former Union minister for
corporateaffairs, and former Karnata-
ka chief minister
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FOR MORE than a year, India — the world's
third largest consumer of crude with anim-
port dependency of more than 85% — has
beeninlovewith Russian oil. Theaffair began
soon after the February 2022 invasion of
Ukraine, after Russiastarted to offer deepdis-
counts towilling buyers, as Western coun-
tries began shunning its oil.

Before the war, Russia was a marginal
player in India's oil rade, which was domi-
nated by West Asian suppliers like Irag, Saudi
Arabia, and the United ArabEmirates{UAE},
Inalittle more than ayear, thediscountsen-
sured thatRussia becamethe biggest source
ofcrude for India.

The Russian discounts seem to have been
eroded considerably in recent weeks. The
rise in the price of key Russian grade Urals
might create payment problems for Indian
refiners —andtest the strengthof theenergy
trade relationship.

Even so, this is the story of the biggest
shiftin India’s oil trade in recent history.

b
Growth in Russian oil imports
Data from the Directorate General of
Commercial Intelligence and Statistics
{ DGCI&S) show India's oil imports fromRussia
have grown more than 10 times since April
2022, The DGCI&S releases trade datawitha
lag, and data untilMay are so far available.
The growth has been steady especially
since December 2022, after the G7 imposed
a $60-per-barrel price cap on seaborne
Russian crude early that month.

Russia gained, others lost out

Acomparison betweenmarket shares{ by
volume) of India’s top 10 crude cil suppliers
inthe 14 monthsended April 2023 and their
shares in FY2021-22 shows how Russia has
gained at the expense of other suppliers.

Russia's market share surged to 242%in
the 14-month period, up from a measly 2%
in FY22, Most of the other major suppliers
saw theirmarketshares fall. Irag, Nigeria,and
the US saw the most notable declines. (See
the difference in the sizes of the two bars for
eachof these countries,)

Russia rose as OPEC crashed

The cumulative market share of members
of the Organization of the Petroleum
Exporting Countries (OPEC), the major oil
producers’ group that dominated India's oil
import basket, declined dramatically as
India’s Russianoil imports graph rose sharply.

OPEC's share in India’s oil imports fell by
almost half — from 75.3% in May 2022 to
40.3% in May 2023. Among the major sup-
pliers to India, Iraq, Saudi Arabia, the UAE,
Kuwait, Nigeria, and Angolaaremembersof
the OPEC cartel.

During the April 2022-May 2023 period,
Russia's share inIndia’s oil imports zoomed
from 6% 1040.4% — and, according to various
analysts and industry watchers, appear to
have peaked.

Mystery of the actual discount

INDIAN EXPRESS, Delhi, 22.7.2023

Size:(14.67)cms X (22.38)cms.

Page No. 19,

EXPLAINEDW

Oil’s well with India, Russia

In alittle more thanayear since the war in Ukraine began, deep discounts on oil offered by Russia
have taken it from being a minor player to the biggest source of crude for India. This is the story of
the most significant shiftin India’s oil trade in recent history, told in seven key charts

Movement of crude prices, discounts, volumes
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While Indian refiners have been buying
cheap from Russia, the actual discounts on
theoil remain shrouded in mystery, thanks to
the opague pricing of Russian oil cargoes.
Indian refiners buy on a 'delivered’ basis,
whichmeansthat the priceof the cargoes in-
dudes thecost of freightand insurance, apart
from the cost of the oil itself.

The best available marker for discounts
is acomparisonbetween the average landed
price of Russian crude and the average price
of oil imported from all other suppliers.
Western sanctions are said to have raised
freight and insurance costs for Russian oil
considerably. This suggests that discounts
may be higher on the price of oil, and lower
onthe landed price (including freightand in-
surance costs).

Discount levelsare up & down
Analysis of the trade data shows that the
discountlevelsofRussian oil shot up initially
(in May 2022) and contracted substantially in
June, before rising againand stabilising for

Sat, 22 July 2823
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the next four months. Two months of con-
traction until December 2022 followed,

Then came theG7 price cap, anddiscount
levelsrose over the next fourmonths, before
falling again. According to industry sources,
discounts have eroded considerablyoverthe
past few weeks, and Russia’s flagship crude
has breached the G7 price cap. If this situa-
ton persists, oil from Russia may become a
lot less attractive for Indian refiners in the
coming months.

[iediiiieds]
Russian share in India oil bill

Trade data suggest Indian refiners saved at
least $7.17 billioninforeignexchangein the 14
monthsended May 2023 by ramping upbuy-
ing of discounted Russianoil. India’s oil imports
from April 2022 to May 2023 was $186.45 bil-
lion; had Indian refiners paid forRussianoil the
average price they paid forcrude from all other
suppliers puttogether, the oil import bill would
have been$193 62 billion,

India’s Russian oilimports werenearly $40
billion in the 14-monthperiod. In Apnl 2022,

the Russian bill stood at $866.40 million. In
May 2023, it had shot upto $4 59 billion.

Russia vs Arab world and US

The differential in price of Russian crude
vis-d-vis other top suppliers shows Russian
oil was delivered to India at asignificant dis-
count to oil from Saudi Arabia and UAE for
most months.

The discount to Iraqi oil, on the other
hand, was the lowest in mostmonths. Infact,
the average landed price of Iraqi oil was
lower than that of Russian oil in acouple of
months, which suggests that Iraq tried to
competewithdiscounted Russian barrelsby
giving concessions. Amid the recent contrac-
tion in Russian discounts, Indian public sec-
tor refiners are in talks with Iraq for more
purchases on [riendlier payment terms,

The landed price of US crude too was
lower than that of Russian a1l for a couple of
months, although the differential to Russian
oilwasnot consistently low in other months
during the period.

&



MILLENNIUM POST, Delhi, 22.7.2023

Page No. 11, Size:(21.43)cms X (19.65)cms.

Reliance net profit declines 11%
in Q1 on weak O2C business

The oil-to-retail-to-telecom conglomerate’s consolidated net profit
was at Rs 16,011 crore in first quarter of the current 2023-24 fiscal year

OUR CORRESPONDENT

NEW DELHI: Reliance Indus-
tries Ltd, India’s most valuable
company, on Friday reported
an 11 per cent drop in its June
quarter net profit on account
of weakness in mainstay oil-
to-chemical (O2C) business
as well as higher finance and
depreciation cost.

The oil-to-retail-to-telecom
conglomerate’s consolidated net
profit wasat Rs 16,011 crore, or
Rs 23.66 per share, in April-June
- the first quarter of the cur-
rent 2023-24 fiscal year - com-
pared with Rs 17,955 crore, or
Rs 26.54 a share, earning a year
back, according to a company’s
statement.

The net profit was also lower
quarter-on-quarter when com-
pared with record Rs 19,299
crore earnings in the preceding
three months ended March 31.

After outlier record global
cracks on diesel, petrol and jet
fuel (ATF) in April-June 2022,
margins have shrunk to near
normal levels this year, hurting
the earnings of refiners such as
Reliance.

The firm helmed by billion-
aire Mukesh Ambani continued
to post an uptick in consumer
businesses of retail and telecom.
While higher subscriber addi-

Reliance Jio Infocomm Ltd - the digital
services business - posted a 12.5 per cent
rise in net profit to Rs 5,098 crore in Q1.
Profits from retail business climbed 19 per

cent to Rs 2,448 crore as store count rose
to 18,446 from 18,040

tion, stable ARPU (average rev-
enue per user) and more users
converting to 5G boosted tele-
com segment earnings, the retail
segment performed better than
peers despite no demand trig-
ger such as the festive season.
Finance cost jumped 46 per
cent to Rs 5,837 crore due to
higher interest rates and loan
balance. Depreciation/amor-
tisation expenses were up 31.7

per cent to Rs 11,775 crore due
to expanded asset base across all
businesses and higher network
utilisation in the digital services
business.

Operationally, the company
posted a 5 per cent growth in
EBITDA or earnings before tax,
at Rs 41,982 crore.

Revenue from operations
fell to Rs 2.1 lakh crore from Rs
2.22 lakh crore in the year-ago

period and Rs 2.16 lakh crore
in January-March 2023. This
was primarily because crude oil
prices fell 31 per cent.

The mainstay oil refining
and petrochemicals business,
called O2C, posted a 23.2 per
cent fall in EBITDA toRs 15,271
crore.

Rising demand, low inven-
tories and oil market disruption
centred around Russias inva-
sion of Ukraine pushed cracks
— the differential between a
barrel of crude oil (raw mate-
rial) and the petroleum prod-
ucts refined from it — to record
last year.

Diesel cracks in June last
year soared to $74.95 a barrel
while petrol cracks neared $42.
Jet fuel cracks soared to $62.
Diesel cracks in June this year
hovered between $16 and $19
while petrol cracks were in the
range of $10 to $14.

“Demand was impacted by
destocking on recessionary fears
and high-interest rates, as well
as slower than expected ramp-
up in China markets,” the state-
ment said adding exports fell
28 per cent.

With the consumer base
swelling to 448.5 million from
439.3 million at the end of
March and ARPU rising to Rs
180.5 from Rs 178.8, Reliance

Jio Infocomm Ltd - the digital
services business - posteda 12.5
per cent rise in net profit to Rs
5,098 crore in Q1. Also aicling
the business was consumers
migrating to its latest offering
5G services and IPL streaming
bringing in bumper advertise-
ment revenue.

Profits from retail busi-
ness climbed 19 per cent to Rs
2,448 crore as store count rose
to 18,446 from 18,040.

Oil and gas EBITDA soared
27 per cent to Rs 4,015 crore as
gas production from KG-D6
block rose on hooking to the
production of the deepest field.

“Block KG D6 is currently
producing around 27 million
standard cubic meters per
day (up from 19 mmscmd in
the previous quarter) and is
expected to reach 30 mmsemd
in coming months,” it said.

The company said its net
debt stood at Rs 1.26 lakh crore.

Commenting on the results,
Mukesh D. Ambani, Chairman
and Managing Director, Reli-
ance Industries Ltd said: “Reli-
ance’s strong operating and
financial performance this
quarter demonstrates the resil-
ience of our diversified portfo-
lio of businesses that cater to
demand across industrial and
consumer segments.”
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RIL profit drops as
refining biz falters

Telecom, retail businesses continue to deliver strong growth

e

=

Oijval .j@lfvemint.com

NEW DELHI

eliance Industries Ltd

said quarterly profit

declined 5.9% froma year

earlier, missinganalysts’

estimates, due to the
weak performance ofits chemicals
and refining business.

Net profit fell toX18,258 crore in
the three months ended 30 June
from 19,405 crore in the year-ago
quarter. Profit missed the average
18,302 crore estimated by a
Bloomberg survey of analysts.

Revenuedeclined by 5.31%to 32.1
trillion, in line with estimates.

While the company's oil-to-
chemicals (O2C) businessreported
weak performance, the consumer-
centric retail and telecom busi-
nesses reported robust earnings.
The O2C business’s earnings
declined due to a sharp decline in
fuel cracks, the difference between
the prices of crude oil and refined
products, in the June quarter from
exceptionally high levels, the com-
pany said.

The segment’s revenue fell 17.7%
from a year earlier to 3133 trillion.
However, itrose 3.4% sequentially.

Demand was impacted by
destocking on recessionary fears
and high interest rates, as well as
slower than expected growth in the

THE GOOD & BAD

The company’s performance was impacted by weakness in the Qil to
Chemical (O2C) business; Retail and Telecom provide good support.

Consolidated data (FY24Q1in ¥
REVENUE FROM OPERATIONS 1

210,831

EBITDA
24,370

TOTAL EXPENSES

190,350

NET PROFIT

18,258

& 4

KEY TAKEAWAYS

THE O2C biz saw a DEMAND was HIGHER subscriber
sharp decline of 17.7% impacted due to base led growth for
year on year recessionary fears Digital Services

China market, said the company.

The decline in revenue was also
duetoasharpfallincrudeoil prices.
Brentcrude averaged $78.4.a barrel
inthe June quarter, lowerby $35.5
a barrel over the same quarter last
year and by $2.9 a barrel over the
previous quarter. The total produc-
tion for sale (adjusted for captive
consumption) at 17.2 million tonnes
(mt), however, improved over 16.9
mt inthe year-ago quarter.

The weaker product cracks are
likely to have impacted refining
margins, too, analysts said. Polymer
pricesdeclined because of subdued
demand from China, the US and
Europe and destocking due to the
volatile energy priceenvironment.

The segment’s earnings before
interest, tax, depreciation and
amortization at 315,271 core also

TURN TOPAGE13



MINT, Delhi, 22.7.2023

Page No. 16, Size:(19.10)cms X (24.55)cms.

RIL profit drops as refining biz falters
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declined 23.2% year-on-year.
The same was impacted by a
fall in transportation fuel
cracksand lower downstream
chemical margins, according
tothe company.

Earnings, however,
received a boost from the oil
and gas exploration and pro-
duction (E&P) business, with
rising production from KG D6
Basin and higher domestic gas
prices.

The average price realized
for KGDG gas stood at $10.81
per mmBtu (million British
thermal units) in the June
quarter versus $9.72 per
mmBtu in IQ FY23. The aver-
age price realized for coal bed
methane (CBD) gas at $14.15
permmbBtu inthe June quarter
was higher than $22.48 per
mmbBtu in the year earlier.

Asaresult, the E&Pbusiness
witnessed revenue growth of
27.8% to 34,632 crore from a
yearago, with Ebitda increas-

ing 47% to 4,015 crore.

The strong performance
from consumer-oriented busi-
nesses continued.

“Reliance’s strong operat-
ingand financial performance
this quarterdemonstratesthe
resilience of our diversified

scriber base to 448.5 million
compared to 419.9 million in
the year earlier.
Thecompany's ARPU (aver-
age revenue per user) rose by
2.8% from a year earlier to ¥
180.5fromX178.8 in the prece-
ding quarter. Animprovement

portfolio of busi- in subscriber mix
nesses that cater The retail and the growth of
to demand across business the wireline busi-
industrial and continues to ness helped
consumer seg- be astrong improve ARPU,
ment,” chairman pillar of the company said.
and managing The segment’s
director Mukesh growthand Ebitda rose by
Ambani said. momentum 14.8% to 13,116
Higher sub- crore.

scriber base and It gained 3%
customer engagement pro- | sequentially.

pelled revenueand profitabil-
ity growth for digital services,
the company said.
Consolidated revenueofJio
Platforms grew 11.3% to X
26,115 crore. During the June
quarter, the company main-
tained robust subscriber
growth, adding 9.2 million net
users, bringing the total sub-

The healthy improvement
in operating performance
boosted the segment’s profit
by 12.5% from a year earlier to
15,098 crore.

The retail business also
remained a robust driver of
growth, benefitting from add-
ing new stores.

The higheroperating lever-

age helped improve profitabil -
ity.

Revenue from operations
rose 20.5% to 362,159 crore.
Ebitda before investment
income at 4,896 crore
improved 25.6% from a year
earlier.

The total number of stores
rose to 18,446, while the area
under operation expanded by
56% from a year earlier to 70.6
millionsq. ft.

The quarter also recorded
the highest-ever footfallat 249
million across formats, higher
than 219 million in the prece-
ding three months and 175
million in the year-ago quar-
ter.

The company said that digi-
tal commerce and new com-
merce businesses continued to
grow and contributed 18% of
revenue. The company com-
pleted Metro Cash and Carry
India acquisition and said that
initiatives are underway to
integrate the business with
Reliance Retail.
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