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Russiato cut oil
output by 5%; Opec+
may not fillthegap

Moscow attacks Ukraine's power grid in 6 regions

AGENCIES
10 February

Russia will cut oil production by
500,000 barrels per day, or around 5
per cent of output , in March, Deputy
Prime Minister Alexander Novak said
on Friday, after the West imposed price
caps on Russian oil and oil products.

The price of Brent crude rose on the
news of the output cut from Russia,
increasing by more than 2.5 per cent
on the day to $86.6 per barrel.

“As of today, we are [ully selling the
entire volume of oil produced, however,
as stated earlier, we will not sell oil to
those who directly or indirectly adhere
to the principles of the ‘price cap’,”
Novak said in a statement.

The Kremlin said on Friday that
Russia had held talks with some
members of the Opec+ producers group
regarding its decision to cut output.

Novak said later that Russia had not
held any formal consultations as the
cuts were voluntary.

Two Opec+ delegates told Reuters
that Opec+ plans noaction after Russia
announced oil output cuts.

Russia’s partners in the Opec+ oil
coalition signaled they won’t boost out-
put to fill in for cutbacks announced
by Moscow. The group led by Saudi
Arabia will maintain output despite
plans by the Kremlin to cut output in
retaliation for international sanctions,
according to delegates.

Opec+aims tostick with production
targets fixed late last year for the rest
of 2023, believing that these will keep
global oil markets broadly in balance
amid an uncertain outlook for demand
and supply.
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Escalatingattacks

Russia unleashed a new wave of missile
strikes on energy infrastructure across
Ukraine on Friday, causing emergency
power outages for millions of people
and prompting new calls by Kyiv for
Western arms.

Energy Minister Galushchenko said
thermal and hydro power generation
facilities and high-voltage infrastruc-
ture had been hit in six regions, forcing
emergency electricity shutdowns
across most of the country.

At least 17 missiles hit the south-
eastern city of Zaporizhzhia in an hour
in the heaviest attack since the inasion,
local officials said.

Water supplies were also hit insome
areas, local officials said.

Officials said 13 missiles had been
shot down over the southern region of
Odesa, 10 missiles had been knocked
out over the capital Kyiv and four in
the Kryviy Rih area of central Ukraine.

There was no immediate word of
any deaths but Oleh Synehubov, gov-
ernor of the Kharkiv region, said eight
people had been wounded.
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Russia to cut oil output by

500,000 bpd in March

VLADIMIR SOLDATKIN &
OLESYA ASTAKHOVA
Moscow, February 10

RUSSIAWILL CUT oil production
by 500,000 barrels per day, or
around 5% of output, in March,
Deputy Prime Minister Alexander
Novak said on Friday, after the West
imposed price caps on Russian oil
and oil products,

“As of today,weare fully sellingthe
entire volume of oil produced, how-
ever, as stated earlier, we will not sell
oil tothosewhodirectly or indirectly
adhere to the principles of the ‘price
cap, Novaksaidina statement.

“In this regard, Russia will vol-
untarily reduce production by
500,000 barrels per day in March.
This will contribute to the restora-
tion of market relations.”

The Kremlin said that Russia had
held talks with some membersofthe
OPEC+ producers groupregardingits
decisionto cut output. A Russiangov-
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ernment source told Reuters earlier
on Friday that it had not formally
consultedwith the OPEC + group.

0il prices jump 2%

The price of Brent crude rose on
the news of the output cut from
Russia increasing by more than

2.5% onthe day to $86.6 perbarrel
—REUTERS
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@ DESPITE G7 PRICE CAP

No dearth of
tankers to
supply Russia
crude to India

SUKALP SHARMA
New Delhi, February 10

DESPITETHE IMPOSITION of a
price capbythe Group of Seven
(G7) countries on seabome
exports of Russian oil, there
appearstobenodearth of ship-
pers willing to supply Russian
crude to Indian refiners.
According to  industry
watchers, though a few older
Europe-based shippers have
exited the Russian oil export
market, there are enough tan-
kers available to carry oil from
Russia to Indian ports, thus
allowing Moscow to shiprecord
volumes toIndiainJanuary.
Early December, the G7
nations, a grouping of Western
powersincluding the European
Union, the US and the UK,
among others, had agreed to a
S60perbarrel price capon Russ-
ianseabornecrudeoilina bidto
squeeze Moscow’s income from
selling oil and ensure that it
doesn'tuseits oil trademoneyto
fund thewaron Ukraine.
Many market participants
had anticipated thatthe move
could hit supplies to countries
such as Indiaand China, since
insurers and shippers —
mostly based in G7 countries
— had been prohibited from
handling cargoes of Russian
crude unless it is sold for less
than the price cap.
However,with Russia's Urals
crude consistently trading
under $60 per barrel, the price
cap has had no impact on sup-
plies to India, industry insiders
said.The Urals grade accounts
for 80% of all Russian oil
imported by Indian refiners,
Vortexa data showed that India
received 1.01 million barrels a
day of Urals crude in January.
“While several major ship
owners like Trafigura and Total
thatwere previously veryactive
in the Russian crude trade have
exited, there appears to beno
shortage of Aframax and Suez-
max tonnage supply from the
remainingandincumbent ship
owners based in Dubai, India,
and Greece so far,” said Serena
Huang, head of APAC analysis at
oil analytics firm Vortexa.
Aframax and Suezmax are
two among half-a-dozen size
classifications fortankers.
According to data shared by
Vortexa, Russiacontinuedtobe
India’s top oil supplier in Janu-
ary,delivering 1.27 million bar-
rels per day, and accounting for
close to 28% of India's total
crude oil imports of 4.60 mil-
lion barrels perday. The supply
of Russiancrude to India inJan-
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'SEABORNE
SHIPMENTS

M Early Dec, the G7
nations, including the
European Union, US
and UK, had agreed
to a $60 per barrel
price cap on Russian
seaborne crude oil

B Many market
participants had
anticipated the move
could hit supplies to
countries such as
India and China

B With Russia's Urals
crude trading under
$60/barrel, the price
cap has had no
impact on supplies to
India, say insiders

uary rose 6.2% month on
month.Thisis the highest-ever
supply of Russian oil to Indiain
asinglemonth.

Western buyers began
shunning Russian oilfollowing
Moscow's invasion of Ukraine
almost a year ago. However,
with Russia offering its oilata
discount, Indian refiners have
beenlapping it up,

From beinga marginal sup-
plierofcrude to Indiabefore the
war in Ukraine, Russia dis-
placed the likes of Iraq and
Saudi Arabia to emerge as
India’s largest source of oil
imports. India is the world’s
third-largest consumer of crude
and depends on imports to
meet over 85% of its needs. In
January, Iraq was India’s sec-
ond-biggest source of crude
with anaverage supplyvolume
of 0.9 2 million barrels per day,
tollowed by Saudi Arabiawith
0.77 million barrels perday, the
data showed.

Vortexa's Huang expects
that Indian refiners, particu-
larly private sector players
Reliance Industries and Nayara
Energy,willbeincentivised fur-
therto refine discounted Russ-
ian crude and supply fuels,
mainly diesel,to Europe,which
has banned the import of fuels
tromRussia.
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Russia says 1t will cut crude oll
output over Western price caps

‘As of today, we fully sell all our crude output, but we will not
sell oil to those who directly or indirectly adhere to price ceiling’

MOSCOW: Russia announced
Friday that will cut oil produc-
tion by 500,000 barrels per
day next month after West-
ern countries capped the price
of its crude over its action in
Ukraine.

“As of today, we fully sell
all our crude output, but as we
stated before, we will not sell
oil to those who directly or
indirectly adhere to the price
ceiling,” Deputy Prime Min-
ister Alexander Novak said in
remarks carried by Russian
news agencies.

“In connection with that,
Russia will voluntarily cut pro-
duction by 500,000 barrels a
day. It will help restore market-
style relations,” he said.

Analysts have said one pos-
sible Russian response to the
cap would be to slash produc-
tion to try to raise oil prices,
which could eventually flow
through to higher gasoline
prices at the pump as less oil
makes it to the global market.

International benchmark
Brent crude rose 2.2 per cent
Friday, to $86.42 per barrel.

The Group of Seven major
democracies have imposed a
$60-per-barrel price cap on
Russian oil shipped to non-

‘In connection with that, Russia will
voluntarily cut production by 500,000
barrels a day. It will help restore market-
style relations,” Deputy Prime Minister
Alexander Novak said

Western countries. The goal
is to keep oil flowing to the
world to prevent price spikes
that were seen last year, while
limiting Russia’s financial gains
that can be used to pay for its
campaign against Ukraine.
The cap is enforced by bar-
ring Western companies that
largely control shipping and
insurance services from mov-

ing oil priced above the limit.
Russia has said it will not
sell oil to countries observing
the cap, a moot point because
Russian oil has been trading
below the price ceiling recently.
However, the cap, an accom-
panying European Union
embargo on most Russian oil
and lower demand for crude
have meant that customers in

India, Turkey and China have
been able to push for substan-
tial discounts on Russian oil.

The impact of a cut of
500,000 barrels per day is an
open question as a slowing
global economy reduces the
thirst for oil.

The QPEC+ alliance of oil
producers, which includes Rus-
sia, tried to boost oil prices with
an October announcement that
it would cut production by 2
million barrels per day, only
to see prices fall below $80 per
barrel by December.

Asked if Russia consulted
OPEC+ members about Mos-
cow’s new production cut,
Kremlin spokesman Dmitry
Peskov said “there had been
conversations with some mem-
bers of the OPEC+” before
the move was announced. He
didn't offer any details.

But Novak insisted in a
statement later that Moscow
made the move without con-
sulting anyone.

“It’s a voluntary cut; there
have been no consultations
with anyone regarding it
the deputy prime minister
said, according to the Russian
media.

The new reduction could be

“an early sign that Russia might
try to weaponise oil supplies
after last year’s failed attempt
to weaponize natural gas,” said
Simone Tagliapietra, an energy
policy expert at the Bruegel
think tank in Brussels.

But that could be difficult
to accomplish because it’s eas-
ier to find alternative supplies
of oil, traded through tankers
that crisscross the globe, than
to replace natural gas, which
before the war mostly came by
pipeline.

Russian exporter Gazprom
has cut off most supplies of nat-
ural gas to Europe, citing tech-
nical issues and refusal by some
customers to pay in Russian
currency. European officials
call it retaliation for support-
ing Ukraine.

Europe did suffer from
resulting high natural gas
prices but has managed to
replace much of the lost Rus-
sian supply from other sources
including shipborne liquefied
gas from the U.S. and Qatar.
Natural gas prices have since
come down from all-time highs
last summer but are still three
times higher than before Russia
massed troops on the Ukraine
border. AGENCIES
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OIL records highest ever PAT of %1,746.10 crin Q3 FY23

‘The turnover has increased by 27.13 per cent during Q3 FY-23 over the turnover of Q3 F'Y22

NEW DELHI: Oil India Lim-
ited reports highest ever profit
after tax (PAT) in Q3 FY23 on
strength of better pricing and
higher output of Crude Oil
and Natural Gas. The company
recorded PAT of Rs 1,746.10
crore in Q3 FY23 against Rs
1,244.90 crore in same period
of previous fiscal.

For the nine months ended
December 31, 2022, profit after
tax recorded growth of aver 120
per cent to Rs 5,022.12 crore
against Rs 2,257.30 crore for
same period last year.

The turnover has increased
by 27.13 per cent during Q3
FY23 over the turnover of Q3

FY22. For the nine months
ended December 31, 2022 turn-
over has increased by 63.10 per
cent over the turnover for the
nine months ended December
31, 2021.

The Earnings Per Share
(EPS) for Q3 FY23 also
increased to Rs 16.10/share
from Rs 11.48/share for Q3
FY22. For the nine months
ended December 31, 2022,
EPSincreased to Rs 46.31/share
from Rs 20.82/share in similar
period last year.

Company’s crude oil pro-
duction rose by 7.03 per cent
to 0.807 MMT in Q3 FY23
against 0.754 MMT for Q3

FY22. Crude Oil production for
April-December, 2022 jumped
by 5.04 per cent to 2.376 MMT
as against 2.262 MMT for the
same period in 2021.

Natural Gas production for
third quarter of FY23 also grew
by 1.64 per cent to 806 MMSCM
against 793 MMSCM for Q3 of
FY22. Natural Gas production

Natural Gas
production for

Q3 of FY23 also
grew by 1.64% to
806 MMSCM

for the period of April-Decem-
ber 2022 increased by 3.85 per
cent to 2400 MMSCM com-
pared to 2311 MMSCM for the
same period in 2021.

Board of OLL India Limited
has declared an second interim
dividend of Rs 10 per share
(Face Value Rs 10). This is in
addition to the 1st interim divi-

dend of Rs 4.50 per share (Face
Value Rs 10) declared earlier.
The total interim dividend paid
during the year is Rs 14.50 per
share (Face Value Rs 10).

OILs group turnover for the
nine months ended December
31, 2022 has recorded a rise of
50.14 per cent to Rs 32,821.47
crore against turnover of Rs
21,859.27 crore for the nine
months ended December 31,
2021.

OILs Group PAT for April-
December, 2022 period is Rs
7,874.65 crore compared to
Rs 4,191.89 crore for the same
period in 2021, an increase of
87.85 per cent. MPOST
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Despite price cap, enough tankers
to supply Russian crude to India

SUKALPSHARMA
NEW DELHI, FEBRUARY 10

DESPITE THE imposition of a
price cap by the Group of Seven
(G7) countries on seabome ex-
ports of Russian oil, there ap-
pearsto benodearth of shippers
willing to supply Russian crude
to Indian refiners,

According to industry watch-
ers, though a few older Europe-
based shippers have exited the
Russian oilexport market, there
are enough tankers available to
carry oil from Russia to Indian
ports, thus allowing Moscow to
ship record volumes to India in
January.

Early December, the G7 na-
tions, a grouping of Western
powers including the European
Union, US and UK, among oth-
ers, had agreed to a$60 per bar-
rel price capon Russian seaborne
crude oil in a bid to squeeze
Moscow's income from selling
oilandensurethat itdoesn'tuse
its oil trade money to fund the
war on Ukraine,

Many market participants
had anticipated that the move
could hit supplies to countries
suchasIndiaand China, since in-
surers and shippers — mostly
basedinG7 countries — had been
prohibited from handling car-
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EXPLAINED

MANY HAD anticipated
that the price cap could
hit suppliesto countries
such as India and China,
since shippers had been
prohibited from handling
Russian crude unlessitis
sold for less than $60 per
barrel. But with Russia's
Urals crude trading under
the $60-cap, crude has
flowed freely into India.

RUSSIAWILL CUT OIL
OUTPUTBY 5% INMAR

Moscow: Russia will cut oil
production by 500,000 bar-
rels per day, or around 5 per
cent of output, in March,
Deputy Prime Minister
Alexander Novak said on
Friday, after the West im-
posed price caps on Russian
oil and oil products. Onthe
news of the output cut from
the world's second-largest ol
exporter Brent crude price
rose by over 25% on the day
to$86.6 per barrel. REUTERS

goesof Russian crude unless itis
sold for less than the price cap.

However, with Russia's Urals
crude consistently trading under
$60 per barrel, the price cap has
had no impact on supplies to
India, industry insiders said. The
Urals grade accounts for 80 per
cent of all Russian oil imported
by Indian refiners, Vortexa data
showed that India received 1.01
million barrels a day of Urals
crude in January.

“While several major ship
owners like Trafigura and Total
that were previously very active
in the Russian crude trade have
exited, there appearsto be no

shortage of Aframax and
Suezmax tonnage supply from
the remaining and incumbent
ship owners based in Dubai, India,
and Greece so far” said Serena
Huang, head of APAC analysis at
oil analytics firm Vortexa.
Aframax and Suezmax are
two among half-a-dozen size
classifications for tankers.
According to data shared by
Vortexa, Russia continued to be
India's topoil supplier in January,
delivering 1.27million barrels per
day,and accounting for doseto 28
per cent of India’s total crude oil
imports of 4.60 million barrels per
day. The supply of Russian crude

Sat, 11 February 2023
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to India in January rose 6.2 per
cent monthon month Thisisthe
highest-ever supplyof Russianoil
toIndiaina single month.

Western buyers beganshun-
ning Russian oil following
Moscow's invasion of Ukraine al-
most a year ago. However, with
Russia offering its oil at a dis-
count, Indianrefiners have been
lapping it up.

From being a marginal sup-
plier of crudetoIndia before the
warin Ukraine, Russia displaced
thelikesoflraqand Saudi Arabia
to emerge as India's largest
sourceofoilimports, India is the
world's third-largest consumer
of crude and depends on im-
ports tomeetover 85 per cent of
its needs. In January, Iraq was
India's second-biggest source of
crude with an average supply
volume of 0.92 million barrels
perday, followed bySaudi Arabia
with 0.77 million barrels per day,
the data showed.

Vortexa's Huang expects that
Indian refiners, particularly pri-
vate sector players Reliance
Industries and Nayara Energy,
will be incentivised further to re-
fine discounted Russian crude
and supply fuels, mainly diesel,
to Europe, which hasbanned the
import of fuels fromRussia.

FULL REPORTON
www.indianexpress.com
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Russia to cut oil output in
March on West’s price cap

Frankfurt: Russia will cut ol

production by 500000 barrels
per day next month in response
to the West capping the price of
its crude aver the war in Ukraine,
Deputy Prime Minister Alexander
MNovak said on Friday, according
to ultiple Russian news media
reports. “Russia will veluntarily
cut production by 500000
barrels a day. It will help restore

market-style relations,” he
said, e
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Russia to cut oil output from March over Western caps

FRANKFURT, FEBRUARY 10
Russia will cut oil produc-
tion by 500,000 barrels per
day next month in response
to the West capping the
price of its crude over the
war in Ukraine, Deputy
Prime Minister Alexander
Novak said on Friday,
according to multiple Russ-
ian news media reports.

“As of today, we fully sell
all our crude output, but as

PRICE CEILING

BThe GV nations have

imposed a $60-perbarrel
cap on Russian oil shipped

to non-Westem countries

we stated before, we will not
sell oil tothose who directly
or indirectly adhere to the
price ceiling.”” Novak said,
in remarks camried on the
Russian TASS news agency.
“In connection with that;
Russia will wvoluntarily cut
production by 500,000 barrels
aday Itwill help restore mar-
ket-style relations,” he said.
International benchmark
Brent crude rose 2.5% Fri-

. Sat, 11 February 2023
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day, to $86.67 per barrel.
The Group of Seven major
democracies have imposed
a $60-per-barrel price cap on
Russian oil shipped to non-
Western countries, The goal
is to keep oil flowing to
global markets to prevent
price spikes seen last year
while limiting Russia’s
financial gains that can be
used to pay for the war

against Ukraine. — AP
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Industrial gensets
to run on dual fuel

HT Correspondent
letters@hindustantimes.com

NEW DELHI: The Commission
for Air Quality Management
(CAQM) in NCR and Adjoining
Areas on Friday issued direc-
tions for the state governments
of Delhi, Haryana, Uttar Pradesh
and Rajasthan, that diesel gener-
ator (DG) sets with a capacity of
up to 800KW need to be con-
verted to dual fuel systems
(which run on 70% gas and 30%
diesel) to function in the indus-
trial and commercial sectors
from May 15, 2023 onwards.

CAQM said these directions
will be valid for all areas with gas
infrastructure if there is no ban
or restriction imposed under the
Graded Response Action Plan
(Grap).

“We have observed that
uncontrolled use of DG sets is a

matter of concern. A large num-
ber of DG sets operating in the
region without adequate emis-
sion control measures, even dur-
ing the periods other than the
ban under Grap, cause heavy air
pollution and are a major con-
tributing factor to the deteriora-
tion of air quality in the region,”
CAQM said in a statement on
Friday.

“Therefore, regulating the use
of DG sets even for the periods
when there is no ban or restric-
tion imposed under the Grap is
the need of the hour,” it added.

CAQM clarified that these
restrictions did not apply to gen-
erator sets running on LPG, gas,
butane, propane, or biogas.

It added that the order does
not apply to “emergent and
essential projects”. Projects of
“national importance” will also
being allowed to use DG sets.
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Russia may cut oil output
by 500k barrels in March

Moscow’s decision may threaten renewed turmoil in the global oil market

Bloomberg
BAERNEAT AN
fesdbackiIvamint com

ussia planstocut itsMarch oil

production by 500,000 bar-

rels a day in response to the

western price caps, said Dep-

uty Prime Minister Alexander
MNovak.

The retaliatory output cut, which is
the eqquivalent of about 5% of January
output, hasheen hinted at repeatedly by
the Kremlin since the Enropean Union
and (-7 began discussing capping the
price of Russian exports. The move
threatens renewed turmoil in an oil
market that has otherwise taken in its
stride the EU bans on most seaborne
imports of Fussian oil.

Crude prices jumped on the news,
with Brent erasing earlier losses o rise
as much as 2% to $86.50 a barrel as of
8:50am in London.

“Russia believes that the mechanism
of price caps on Russian oil and petro-
leumn products isaninterventionin mar-
ket relations and an extension of
destructive energy policiesof the collec-
tive West,” Novak said in a statement on
Friday.

The March production cuts will
ensurea “recovery inmarket relations™.

Moscow'smove deepens the 2 million
barrel-a-day production
cut announced late last
year by OPEC+, which

¥y
i

tion is developing,” he said.

Maoscow's ol revenue has taken a hit
inrecent months. The decline of about
%40 a barrel in Brent crude since June
has been the biggest factor. The dis-
count at which Urals crude —Russias
mainexport grade—tradesto the inter-

Russia's partners in the OPEC+ oil coalition signalled they won't boost production
to fill in for cutbacks announced by Moscow.

BLODMESRC

rels a day in April, Russian oil produc-
tion rebounded to around 1029 million
barrels a day at theend of 2022,

Itstayed close tothat level in Januwary,
despite the European Union's ban on
miet seabome imports of the countrys
crude on 5 December.

Meanwhile, Russia’s
parinersinthe OPEC- oil
coalition signalled they

Fussia leads along with THEproductioncut,  THEdeclineof  CRUDE prices won't boost produsction to
T ; which is equivalent about 3402 barralin with Brent P ]
Sandi Arabia. : af about 6 of Jan &'El'IEl'ALﬂE i Qsﬁsaﬂu b fill in for cutbacks
At a committes meet-  qurpot, has been June has been the toriseasmuchas 2% announced by Moscow.
ing earlier this month,  hinted by Kremiin bigpest factor to $96.50 a barel The DPEC- group led
ministersfrom the group by Saudi Arabia will main-
saw no need to changeits tain cutput despite plans
production limit, which lasts until the | national benchmark hasalsowidenedas | bythe Krembinto cut 500,000 barmelsa

endof 2023, Asof now, Russia isableto
sell its oil volumes to foreign markets,
bust it does not want to adhere to the
price restrictionsimposed by Western
nations, Novak zaid.

“When making further decisions, we
will act based on how the market situa-

the ELJ import ban and G-7 price cap
forced the country to seek out new mar-
kets and alternative methods of ship-
ment.

Evenso, Russian production hasbeen
surprisingly resilient. Since hitting a
post-invasion kow of 10005 million bar-

dayin retaliation for international sanc-
tions, according to delegates who
dieclined to be identified.

il jumped after Russia'sannounce-
ment, with Brent rising 2.5% to$86.90
a barrel. It later pared gains to L4%, or
arcund $85.65.

SIbn-a-month
spread to
deliver Russian
oil to India

Bloomberg
——
feadbadmiveming com

here are fortunes to be
T made delivering Russian
crude oil to India.

Price assessments by Platis, a
unit of S&P Global, show a miar-
ginof more than $20betweena
barrel of Russia’s Urals crude
lifted in the Baltic region and
the same oil delivered to the
west coast of India.

Onaflowthat’s now running
at about 1.5 million barrels a
day, that works out at 51 billion
amonth.

The European 1 nion banned
imports of Russian crude in
December, putting the country
at the mercy of two big buyers:
China and India. Numerous
new trading firms with ties to
Moscow emerged —especially
in Dubai —before the measure,
along with a price cap on Rus-
sian oil, was imposed.

Urals cargoesin the Baltic are
trading about 540 a barrel
below Dated Brent, an impor-
tant benchmark for physical oil
trades, while cargoes delivered
on the west coast of India have
been discounted by a much
smaller $20 a barrel on average
since mid-January.

Someof the difference will go
tov pay for the tankers that make
the two-month round trip.
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Delink disinvestment
from Budget exercise =

The Union Government must set up a holding company where all of its
shares 1n the Central Public Sector Undertakings (CPSUs) are placed

n Budget for 2022-23, Finance!
Minister Nirmala Sitharaman had set
a target of Rs 65,000 crore for pro-;
ceeds of sale of Union government ;
shareholding in central public sec-
tor undertakings (CPSUs). Against this, the ;

revised estimate (RE) is placed at just about
Rs 31,000 crore which works out to 47 per
cent of the target. For 2023-24, Sitharaman
has set a target of Rs 51,000 crore.
During the last eight years since

2015-16 when this government started :
disinvestment with particular focus on
‘strategic’ sale (a sophisticated nomencla- :

ture for share sale that reduces its hold-
ing in the CPSU to below 50 per cent),
barring two years viz. 2017-18 and 2018-
19 when the actual proceeds exceeded the

target, in the remaining six years, the:

achievement was far short.

Even during those two exceptional :
years, the good performance was made

possible primarily due to two big ticket
sales of Union Government shares in one
CPSU to another viz. (i) sale of its 51.11
per cent shareholding in Hindustan
Petroleum Corporation Limited (HPCL)
to the Oil and Natural Gas Corporation
(ONGC) during 2017-18 yielding Rs
37,000 crore; (ii) sale of 52.63 per cent stake
in Rural Electrification Corporation (REC)
to the Power Finance Corporation (PFC)
during 2018-19 yielding Rs 13,000 crore.

These sales can't be termed as strate-
gicas the purchaser being another CPSU
namely ONGC/PFC, the Government
continues to have effective ownership and
control over the divested entity viz.
HPCL/REC. An overarching reason as to
why the actual proceeds from disinvest-
ment have fallen short of the target has to
do with the very premise of treating these
as a source of revenue (albeit for plugging
fiscal deficit) which is flawed.

In cases where strategic sale is moot-
ed, the government faces a bigger chal-
lenge as it needs bidders with deep pock-
ets. For instance, in case of Bharat
Petroleum Corporation Limited or BPCL
(sale of the entire 53.29 per cent of gov-
ernments share in this oil refining and
marketing CPSU was originally planned
for 2019-20), it needed a strategic investor
who could pay around Rs 60,000 crore.

The lengthy and cumbersome process
of approval and bureaucratic red-tape fur-
ther undermines the chances of the
Government kicking the ball rolling just
around the time when the strategic
investors are ready to put in their bets.

The Niti Aayog identifies companies for
divestment which are then considered by
the Core Group of Secretaries on
Divestment (CGD), a long-drawn process
by itself, which takes it to the Alternative
Mechanism (AM) - a group of ministers,
including finance, road transport & high-
ways, administrative reforms, etc, - for
approval. After AM’s approval, the
Department of Investment and Public

Asset Management (DIPAM) moved a pro- *
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posal for in-principle approval of the
Cabinet Committee on Economic
Affairs (CCEA).

This leads to delay and by the
time all approvals are in place, the
market scenario becomes adverse.
For instance, in case of BPCL, dur-
ing 2019-20, the international price
of crude oil (fortunes of oil com-
panies move in tandem with it) was
hovering around $70 per barrel.
But the bureaucrats were not ready.

In 2020-21, Covid-19 spoiled
the party as the average crude price
plunged to a low of $20 per barrel
in April 2020. During 2021-22,
even as the price ruled above $70
per barrel most of the time, the
officials were not ready yet again.
During 2022-23, the market
turned even more favorable with
crude price zooming past $80 per
barrel (courtesy, Ukraine War and
resulting disruption in supplies)
yet, the government has not pur-
sued; in fact, it seems to have
deferred it indefinitely.

Meanwhile, a number of other
strategic sales such as Container
Corporation or ConCor (30 per
cent), Shipping Corporation of
India or SCI (63.75 per cent), and
IDBI Bank have been under con-
sideration since FY 2019-20. They
have been hamstrung due to
bureaucratic red-tape and uncer-
tainties of the investment environ-
ment. The government now
intends to complete all these trans-
actions during FY 2023-24.

In a post-Budget interaction,
Sitharaman reiterated that all
CPSUs in non-strategic sectors will
be privatized (all loss-making
enterprises will be closed), where-
as in the strategic sector also, the

undertakings will be privatized
with the caveat that at least one
(and a maximum of four) will be
retained in the public sector. To
buttress this strategy (as laid down
in the Budget for 2021-22), she
cited the example of Air India
incurring a loss of Rs 20 crore per
day when it was under the govern-
ment’s ownership and control.
While this should clear the pol-
icy uncertainty, thereby imparting
momentum to the process, contrary
signals emerge from a statement in
FM’s Budget speech for FY 2019-
20. She had stated the intent was to
change the existing policy from
“directly” holding 51 per cent or
above in a CPSU, to one whereby
its total holding, “direct” plus “indi-
rect’, is maintained at 51 per cent.
To illustrate this, let us take the
case of Indian Qil Corporation
Limited (IOCL). In addition to its
direct stake of 51.5 per cent, the
Union Government holds more
than 51 per cent in other CPSUs,
which in turn, hold shares in
IOCL. Life Insurance Corporation
(LIC), which is 95 per cent owned
by the GOI, holds 6.5 per cent in
[IOCL. ONGC which is 63 per cent
Government-owned, holds 14 per
cent in IOCL. Oil India Limited
(OIL), which is 60 per cent owned
by the Union Government, holds
five per cent shares in IOCL.
The “indirect” stake of the
Union Government in [OCL via
LIC/ONGC/OIL being 25.5 per
cent, it can reduce its direct stake
in [OCL to 25.5 per cent (thereby
sending a message that it has been
privatized) and yet, including the
“indirect” control, it will still have
majority stake of 51 per cent.

Privatization could also be
stymied in case the government
asks another PSU to buy the shares
of the CPSU up for strategic disin-
vestment as happened with
HPCL/REC. Although there is an
order of the Ministry of Finance
(MoF) that prohibits such purchase,
a caveat in the order “. . .unless oth-
erwise specifically approved by the
Central Government in public
interest” can always be relied upon
to make it happen if the powers that
be so wish.

To conclude, the very act of
linking disinvestment with bud-
getary exercise is a flawed idea.
Even while not guaranteeing the
intended receipt from the share
sale (as we have seen during the
last eight years), it undermines the
chances of conducting the exercise
in an efficient manner and getting
handsome proceeds. The process
inefficiencies are aggravated by
bureaucratic red-tape and a desire
of the top brass to remain in the
driver’s seat.

The government should delink
disinvestment from the budget and
pursue it as an objective by itself.
It must de-bureaucratise the
process by setting up a holding
company (HC) where all govern-
ment shares in CPSUs are placed.
The HC to be manned by eminent
professionals should be fully
empowered and given freedom to
take all decisions in regard to val-
uation, quantum of shares, timing
of sale, etc., keeping in mind the
market conditions.

Under this arrangement, the
share sale process will be faster,
more efficient and yield much
more revenue.



