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Govt cuts windfall
profit tax on crude oil

New Delhi: The government has
reduced the windfall profit tax
levied on domestically-
produced crude oil as well as
on the export of diesel and
ATF, in line with softening
international oil prices,
according to an official order,
The levy on crude oil produced
by ONGC has been cut to
¥1,900 per tonne from ¥2,100,
the order dated January 16,
said. The government has also
reduced the tax on export of
diesel to T5 per litre, from $6.5
and the same on overseas

shipments of ATFto¥3.5a
litre, from 4.5 a litre. en
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Govt cuts windfall
taxoncrude oil

he government has reduced the windfall
T profit tax levied on domestically-produced

crude oil aswell ason the export of diesel
and aviation turbine fuel (ATF), in line with
softening international oil prices, according to
an official order.

Thelevy on crude oil produced by companies
such as Oil and Natural Gas Corporation (ONGC)
has been cut to 31,900 per tonne from 32,100
per tonne, the order dated 16 January, said.

Crude oil pumped out of the ground and from
below the seabed isrefined and converted into
fuel like petrol, diesel and ATF.

The government has also reduced the taxon
export of diesel to 5 per litre, from 6.5 and the
same on overseas shipmentsof ATF to33.5a
litre, from 4.5 a litre.

The new tax rates are effective from 17
January.

Windfall profit tax on domestically-produced
crude oil isthe second lowest since the new levy
was introduced in July 2022. PTI
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Govt cuts windfall tax
on crude oil, diesel

PRESS TRUSTOFINDIA
NEW DELHI, JANUARY 17

THE GOVERNMENT has re-
duced the windfall profit tax
levied on domestically-pro-
duced crudeoil as well ason the
export of diesel and ATF, in line
with softening international oil
prices, according to an official
order.

The levy on crude il pro-
duced by companies such as Oil
and Natural Gas Corporation
{ONGC) has beencuttoRs 1,900
per tonne from Rs 2,100 per
tonne, the order dated January
16, said.

Crude oil pumped out ofthe
ground and from below the
seabedis refined and converted

into fuel like petrol, diesel and
aviation turbine fuel { ATF).

Thegovernmenthasalso re-
duced thetax onexport of diesel
to Rs 5 per litre, from Rs 6.5and
the sameonoverseas shipments
of ATF to Rs 3.5 a litre, from Rs
4.5 a litre.

The new tax rates are effec-
tive from January 17.

Windfall profit tax ondo-
mestically-produced crudeoilis
thesecond lowest sincethe new
levy was introduced in July
2022, The tax had fallen to Rs
1,700 per tonne in the second
fortnight of December 2022,

The levy on the export of
diesel now equals the lowest hit
in the first half of August and
October 2022 and the second
half of December 2022,
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Govt cuts windfall tax
on crude oil, diesel

PRESSTRUSTOFINDIA
NEW DELHI, JANUARY 17

THE GOVERNMENT has re-
duced the windfall profit tax
levied on domestically-pro-
duced crude oil aswell asonthe
export of diesel and ATF, in line
with soltening intermational odl
prices, according to an official
order,

The levy on crude oil pro-
duced by companies such as il
and Natural Gas Corporation
[{OMNGC ) hasbeen cut toRs 1,900
per tonne from Rs 2,100 per
tonne, the order dated [anuary
16, said.,

Crude oil pumped out of the
ground and from below the
seabed is refined and converted

into fuel like petrol, dicsel .3r||:lI
aviation turbine fuel (ATFL

The govermment has also re- |
duced te tax onexport of diesel
toRs 5 per litre, from Rs 6.5 and |
the same on overseas shipments
of ATF to Rs 3.5 a litre, from Rs
4.5 alitre.

The new tax rates are effec- |
tive from Jamuary 17,

Wingfall profit tax on do-
mestically-produced crade oilis |
the second lowest since the new
fewy was introduced in July)
2022, The tax had fallen to Rs|
1,700 per tonne in the second |
fortmight of December 2022, |

The levy on the export of|
diesel novw equals the lowest hit
in the first half of August and |
October 2022 and the second
halfl of December 2022,
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Govt cuts windfall tax on
oll & export of ATF, diesel

The new lax rates are effective from January 17

OUR CORRESPONDENT

NEW DELHI: The govern-
ment has reduced the windfall
profit tax levied on domesti-

cally-produced crude oil as
well as on the export of diesel
and ATF, in line with softening
international oil prices, accord-
ing to an official order.

The levy on crude oil pro-
duced by companies such as
Oil and Natural Gas Corpo-
ration (ONGC) has been cut
to Rs 1,900 per tonne from
Rs 2,100 per tonne, the order
dated January 16, said.

Crude oil pumped out of
the ground and from below the
seabed is refined and converted
into fuel like petrol, diesel and
aviation turbine fuel (ATF).

The government has also
reduced the tax on export of
diesel to Rs 5 per litre, from Rs
6.5 and the same on overseas
shipments of ATF to Rs 3.5a
litre, from Rs 4.5 a litre.

The new tax rates are effec-
tive from January 17.

Windfall profit tax on
domestically-produced crude
oil is the second lowest since
the new levy was introduced
in July 2022. The tax had fallen
to Rs 1,700 per tonne in the
second fortnight of December
2022.

The levy on the export of
diesel now equals the lowest hit
in the first half of August and
October 2022 and the second
half of December 2022.

Tax rates were increased at
the last fortnightly review on
January 3, following a firming
up of global oil prices. Inter-
national oil prices have since
then dropped, necessitating the
reduction of a windfall tax.

India first imposed windfall

profit taxes on July 1, joining
a growing number of nations
that tax super normal profits
of energy companies. At that
time, export duties of Rs 6 per
litre ($12 per barrel) each were
levied on petrol and ATF and
Rs 13 a litre ($26 a barrel) on
diesel.

A Rs 23,250 per tonne ($40
per barrel) windfall profit tax
on domestic crude production
was also levied.

The export tax on pet-
rol was scrapped in the very
first review. The tax rates are
reviewed every fortnight based
on average oil prices in the pre-
vious two weeks.

Reliance Industries Ltd,
which operates the world’s larg-
est single-location oil refinery
complex at Jamnagar in Guja-
rat, and Rosneft-backed Nayara
Energy are primary exporters
of fuel in the country.

The government levies tax
on windfall profits made by oil
producers on any price they
get above a threshold of $75
per barrel.

The levy on fuel exports is
based on cracks or margins that
refiners earn on overseas ship-
ments. These margins are pri-
marilya difference between the
international oil price realised
and the cost.
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Govt cuts windfall tax on
oll, export of diesel, ATF

PTI / New Dethi

The government has reduced the
windfall profit tax levied on do-
mestically-produced crude oil as
well as on the export of diesel
and ATF, in line with softening
international oil prices, accord-
ing to an official order

The levy on crude oil produced
by companies such as Oil and
Natural Gas  Corporation
(ONGC) has been cut to Rs 1,900
per tonne from Rs 2100 per
tonne, the order dated January
16, said.

Crude oil pumped out of the
ground and from below the
seabed is refined and converted
into fuel like petrol, diesel and
aviation tarbine fuel (ATF).

The government has also re-
duced the tax on export of diesel
to Rs 5 per litre, from Rs 6.5 and

the same on overseas shipments
of ATF to Rs 3.5 a litre, from Rs
4.5 a litre,

The new tax rates are effective
from January 17.

Windfall profit tax on domesti-
cally-produced crude oil is the
second lowest since the new levy
was introduced in July 2022, The
tax had fallen to Rs 1,700 per
tonne in the second fortnight of
December 2022,

The levy on the export of
diesel now equals the lowest hit
in the first half of August and
October 2022 and the second half
of December 2022

Tax rates were increased at the
last fortnightly review on Janu-
ary 3, following a firming up of
global oil prices. International
oil prices have since then
dropped, necessitating the reduc-
tion of a windfall tax.

FREE PRESS JOURNAL i+ &
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Low inflation,
windfall tax
cut boost
equity marts

RAVI RANJAN PRASAD
MUMBAI, JAN. 17

The Indian equity market
turned bullish on Tues-
day after range-bound
trading for the last six
trading sessions as the
wholesale price inflation
fell to a 22-month-low rais-
ing expectations of a
pause in interest rate
hikes in future.

‘The shares of oil compa-
nies too rallied as the gov-
ernment reduced windfall
tax. The Nifty-50 regained
18,000 level rising 0.89 per
cent or 15845 points to
18,053.30. The Sensex
gained 562,75 points or
0.94 per cent closing at
60,655.72,

The Nifty rose sharply
in the second half of the
trading session and
closed at its highest read-
ing in last six sessions.

However, broader mar-
ket indices ended mildly
in the red with BSE Mid-
cap index fell 0.06 per cent
and BSE Small-cap index
fell 0.13 per cent, Nifty
Mideap 100 and small cap
100 too fell by 0.04 per cent
and 0,11 per cent respec-
tively

“Indian equites turned
positive after some selling
pressure in the previous
trading session, While do-
mestic macros have been
positive along with good
results so far, continuous
FPI selling for the last 17
days have kept the upside
limited. Apart from the
result season, the upcom-
ing Union Budget could
provide some direction to
market and specific sec
tors like Capital goods,
Infra, cement, defence,
etc,” said Siddhartha
Khemka, head, retail
research, Motilal Oswal
Financial Services.

The December whole
sale price inflation fell to
22 month low of 4.95 per
cent. “FMCG stocks are
witnessing buying inter-
est on back of fall in infla-
tion and expectation of
better Q3FY23 results. Oil
companies can see some
mome-ntum after govern-
ment cut windfall taxes
on crude oil and exports
of ATF and diesel,” he
said.
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Lower Tax to Give Oil Cos a Windfall in Crude Realisatior

Besides producers ONGC and Qil India, Reliance Industries also set to benefit with higher gross refining margi

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: A consistent
dropinthe windfall taxoncrudeoil is go-
od news for upstream companies inclu-
ding ONGC and Oil India. Their stocks
have outperformed the benchmark indi-
ces by 12-18% in the past three months.
The Union government imposed the
windfall tax on crude oil and petroleum
products in July 2022 in the wake of rising
international prices to lower the petrole-
um subsidy burden. In the recent fort-
nightly review, the tax dropped to $3.2 per
barrel from $40 per barrel in July Crude
prices have moderated in the last few we-
eks falling by nearly 38% since June 2022,
The net realisation for upstream compa-
nies is computed by deducting cess, royal-
ty, windfall tax (realised asexcise duty)and

some pricingdiscount based on the quality
of crude from the gross realisation, which
is the prevailing Brent oil price.

In the second quarter of FY23, ONGC had a

gross realisation of $95.5

_— per barrel. After deducting
From$40a windfall tax of $23.1 and
barrelinJuly  cess/royalty of $25.6, the
2022, the net realisation was $46.8
windfall tax per barrel. Oil India had a
oncrudeand  net realisation of $43.5 per
petroleum barrel for the quarter.

products has On average, every one-
dropped to dollar improvement in
$3.2inthe the net realisation of up-
lastfortnight  stream companies poten-

tially boosts their ear-

nings per share (EPS) by 2-2.5%. The one-
year forward consensus EPS estimates for
ONGCand OilIndiaare ¥36and 45, respec-
tively, assuming a net realisation of $48-50.
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This reflects ample room for upgrades gi-
ven the fall in windfall tax and subsequent
improvement in realisations.

Analysts currently ascribe a price
tiple of four-five times earnings for
an upstream companies, one of t
west among global peers, given the
earnings visibility due to uncert
regarding the amount of net realis:

For Reliance Industries (RIL), a ¢
stream company, the gross refining
gin (GRM) may inch towards $15 pe
rel onlower windfall tax, crude disc
and recovery in gasoline cracks. N
30% of RIL’s refinery output is aft
by the windfall tax where it exports)
leum products from non-EoU refin
The impact of the windfall tax on
GRM may drop to $1.7 barrel from §
the previous fortnight. Every one-
improvement in the GRM may pote
ly add $400-450 million to the comp
operating profit before depreciatio
amortisation (Ebitda).
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Windfall tax cut on

crude oil, export
of diesel, ATF

NEW DELHI, JANUARY 17
The government has reduced
the windfallprofit taxlevied on
domestically produced crude
ol and on the export of diesel
and ATE in line with softening
international oll prices, accord-
ing toan official order.

The levy on crude oil pro-
duced by companies such as
0il and Natural Gas Corpo-
ration (ONGC) has been cut
to Hs 1,900 per tonne tfrom
HRs 2,100 pertonne, the order
dated January 16, said.

Crude oil pumped out of
the ground and from below
the seabed is refined and
converted into fuel like
petrol, diesel and ATFE.

The government has also
reduced the tax on export of
diesel to Rs 5 per litre, from
Rs 6.5 andthe same on over-
seas shipments of ATF to Rs
3.5alitre, from Rs4.5a litre.
The newtax rates are effec-
tive from January 17. Wind-
fall profit tax on domestically-
produced crude is the second

SECOND LOWEST
SINCE INTRODUCTION

®The levy on crudeoll pro-
duced by companies such
as ONGC has been cut to
1,800 per tonne from
2,100 per tonne, the order
dated January 16, said

BThe government has also
reduced the tax on
export of dieselto T5 per
litre, from T6.5 and the
same on overseas ship-
ments of ATFto ¥3.5 a
litre, from T4.5 a litre

lowest since the new levy was
introduced in July 2022. The
tax had fallen to Rs 1,700 per
tonne in the second fortnight
of December 2022, — PTIL

pey

o

* Wed, 18 January 2023
mcrlh“m https://epaper.tribuneindia Voo |
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Windfall tax on crude, diesel,
aviation turbine fuel cut

FE BUREAU
New Delhi, January 17

THE GOVERNMENT HAS hiked the
windfall tax onlocally produced crude
oiland on exportof dieseland aviation
turbine fuel. In the latest fortnightly
review, the windfall tax on domesti-
cally produced crude oil hasbeen cut
o ¥1,200 per tonne from ¥2,100per
tonne.

This is the second lowest level
since the tax was introduced in July
2022.The windfall tax on domesti-
ally produced crude oilwas at its low-
est level at ¥1,700 per tonne in the
second fortnight of December 2022,

The windfall tax on export of ATF
hasbeen lowered to¥ 3.5 per litre from
4.5 perlitrethatwasprevailing in the
last fortnight.The government has
also cut the tax on export of diesel to
5 per litre (inclusive of cess) from
165 perlitre previously.

The new rates are effective from
Tuesday, said the notification by the
Central Board of Indirect Taxes and

|
- _
FORTNIGHTLY
REVIEW

m The windfall tax on
domestically produced
crude oil has beencut to
71,200 per tonne from
22,100 per tonne

W This is likely to be the
last review of the taxes
before the presentation
of the Union Budget
2023-24 on February 1

Wed, 18 january 2023
FINANCIAL EKEEE%E https://epaper.financialexpress.com/c/71443694 T

Customs.According toPPAC data, the
crude oil price of the Indian basket
wasat$ 82.1 per barrel onJanuary 16
while the average price of the Indian
basket in Januaryhas beenat $78.58
per barrel against $78.1 perbarrel in
December. The windfall taxes are
reviewed in syncwith the globalcrude
oil prices.In its previous fortnightly
review on January 3, the government
had hiked the taxes following a drop
in global crude oil prices.

Thisislikelytobe thelastreviewof
the taxes before the presentation of
the Union Budget 2023-24 onFebru-
ary 1. TheCentreislikely toraiseabout
¥35,000-40,000 crore from the tax.
Analysts expect the tax on the huge
gains by domesticerude oil producers
amidst high global prices is likely to
continue into the nextfiscalaswell.

The Centre had imposed special
additional  excise duty of
¥23,250/tonne on crude and export
taxes on petrol, diesel and ATF at 26/
litre, ¥13/ litre and ¥6/ litre, respec-
tively fromJuly 1,2022.

WER0Y,
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Government cutswindfall taxon
domestically produced crude oil, jet fuel

AGENCIES
MEW DELHI, 17 JANUARY

The govermment has cut wind-
fall tax on domestically pro-
duced crudeoilto Rs 1,900 per
tonne from Rs 2,100 per tonne,
according to an order.

Windfall tax on export of

dieselandjet fuelhasalso been
reduced, the order, dated
January 16, said. The tax on

EIwStatmmn Vied,

export of diesel has been
brought down to Hs 5 per
litre, from Rs6.5 perlitre, while
on jet fuel, it has been brought
down to Bs 3.5 a litre from Bs
4.5 a litre.

The new price regime has
come into effect from Tues-
day.

Crude oil pumped out of
the ground and from below
the seabed is refined and

18 January 2023

https://epaper.thestatesman.com/c/71444269

canverted intofuelslike petrot,
diesel and jet fuel.

Windfall profit tax on
domestically-produced crude
oilis the second lowestsince
the new levy was introduced
in July 2022, The tax had fall-
entoRs 1,700 per tonnein the
second fortnight of Decem-
ber 2022, The tax rate is
reviewed on a fortnightly
basis.

-ﬂuf.-'.""
3
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Centre slashes windfall
profit tax on crude oil

MADHUSUDAN SAHOO
NEW DELHI, JAN. 17

After a gap of two weeks,
the Central government
has slashed the windfall
tax on the sale of locally-
produced crude oil to
71,900 per tonne from
T2,100 per tonne.

It has lowered the wind-
fall profit tax on a vari-
ety of commodities dur-
ing the fortnightly revi-
sion. “The revised rates
will come into effect
from Tuesday,” said an
official notification iss-
ued by the Central Board
of Indirect Taxes and
Customs late Monday,

During the last revi-
sion, the government
had hiked the windfall

profit tax to %2,100 per
tone on locally produced
crude oll, from the previ-
ous ¥1,700 per tonne,

Besides, the new notifi-
cation also said that the
windfall tax on domesti-
cally produced crude oil,
aviation turbine fuel and
high-speed diesel have
been reduced.

The windfall profit tax
on ATF has been cut to

+3.5 per litre from the
previous rate of 4.5 per
litre and the export duty
on diesel to T5 per litre,
including cess, from the
previous levy of 6.5 per
litre as well.

However, global rating
agencies are of view that
the windfall tax is to be
phased out in 2023. "It
must be noted that the
government tends to
review the windfall tax
and changes in every
fortnight” rating agency
Fitch said.

The tax on windfall
profits was first imposed
on July 1 last vear, as oil
producing companies
were making huge prof-
its due to high global oil
prices.
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India has scopeto produce, sell carbon credits’

By 2030, India will be selling almost 200 million carbon credits, with the demand from
corporations expected to be 120-130 million, says SATYANARAYAN GOEL, chairman &
managing director (MD) of Indian Energy Exchange (IEX), the country's biggest energy
trading platform. In an interview with S Dinakar, Goel speaks about his plans for an

International Carbon Exchange. Edited excerpts:

How do yousee power trading volumes on
IEX this financial year,and where doyou
seethe IEX in the next few years?

India is one country where the GDPis
going to grow for the next 10 years at arate
of 6-7 per cent at least. And if the GDP has
to grow, then the demand for electricity
also has to increase. The projected
electricity demand growth is estimated to
be 6-7 per cent on average for the next 8-10
years. And today, our demand is about
1,400 billion units (kKilowatt hours), so if it
is growing at a rate of six per cent, that
means 80-90 billion units is

the incremental demand

every year. Exchanges will

definitely have good business

theexchange and has even allowed
fertiliser plantstobuy gas on1GX. The
governmentisalsoconsidering bringing
gasunder GST.Ifthathappens, thenthe
opportunity for the gasexchange will
multiply because today, eachstate has its
owntaxeson gas, varying from four per
centto26 per cent. So, you cannot have
standard contractsin the gas market.
Thethird initiativeis the Carbon
Exchange. Fourth, the coal ministry had
appointed Crisilto bringa market
framework tothe coalsector. We had a
couple of meetingswith the
ministry. (We will have to
wait) until that happens.

opportunities. Canyou dwell abit moreon
theinternational carbon

The Indian Gas Exchange ?I? T.YA L EAMY QNI E)((:-i OEL exchange?

(IGX,anIEX unit) launched a bl ' Recently, the government

gasindex.IsthereanIndian passed amendments to the

Electricity Index on the horizon?
We have launched the Indian Gas Index.
Anindexhasvaluewhen thereis
significantliquidity behind it. On the
power side also, we are thinking of
launchingasimilarkind of index. Since we
have multiple productson the power side,
weareworkingon identifying the best way
tolaunchthis from an index point of view.
Maybein the next5-6 months, you willsee
apowerindexaswell.

1GXisdoing good business. Last year,
webrokeeven in the first full year of
operation. The government hasalso
allowed domestic gastransactions through

Energy Conservation Act(2022), paving
the way for the development of a national
carbon market in India. The government
is working on creating a compliant carbon
market that is expected to be regulated by
the CERC. In this market, it is expected
that REC and E-CERTS will be merged to
create asingle carbon attribute. There
will be fungibility, and these will be
then converted into carbon credits,
and many more industries will be
then brought into this sector. The
Bureau of Energy Efficiency is
working on this, and a mandatory
carbon market will be introduced

soon. The plan is to introduce this in the
nextyear.

Inaddition tothetargets taken by the
different countries, whatwe alsosee is that
multinationals, large companies in India
and alsointhe developed countries, have
taken targets for themselvesunder the ESG
tobecome net zero. Tomeet these
requirements, they are purchasingcarbon
credits in thevoluntary market, which isan
international market. InIndia, Africa, and
Southeast Asia, we have alarge
opportunity togeneratecarbon credits.

What kind of value and size of the carbon
creditmarketdo yousee? Will the entire
marketbe on the exchange?

Thisisan international exchange. Asof
now, almost 500 million unitsof carbon
credits are getting traded. By 2030, itis
expected thatthiswillbecome almost1.5-2

billioncarbon creditunits, whichmeansa
3-4timesincrease in the trading volume.
Secondly, today a large partof these credits
aretraded on abilateral basis, and
exchange transactionsareonly 20-25 per
cent. But asthe volume isincreasing, both
buyers and sellerswant todoit through the
exchange.

‘What competitive advantage will this
international carbon exchange bring so
that people startto trade?
OneisthatIndiais abigsupplier of carbon
credits, sowe willhave thatinherent
advantage of getting Indian supplierson
our platform. Our estimate is that by 2030,
India will be selling almost 200 million
carbon credits, and thedemand from
Indian corporationsisexpected tobe in the
range of 120-130 million carbon credits.

HowwillIndia’sthrustonrenewables
benefitthe IEX?

Wehavegreen contracts. Infact, the
clearing price of theexchange is much
higher than therate atwhich the
renewable generatorsareselling power
under PPAs. Sothereisa good business
case forthem.

Whatdoesittake forIndia tobecome more
ofamarket-led power platformlike the UK
and Germany?

Inthese countries, the whole power sector
ismarket-driven. You have multiple
distribution companies operating in the
same area. You can change your suppliers.
Unfortunately, in our country, thereis
resistance tothe privatisation of the
distribution business. The outcome of
their privatisation is very, very positive,
whetheritis Delhi or Mumbai, Kolkata,
Ahmedabad or Surat.
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Centre cuts
windfall tax
on oil, export
of diesel, ATF

Press Trust of India
NEW DELHI

The government has re-
duced the windfall profit
tax levied on domestically-
produced crude oil as well
as on the export of diesel
and ATF, in line with sof-
tening international oil
prices, according to an offi-
cial order.

The levy on crude oil
produced by companies
such as ONGC has been cut
to ¥1,900 per tonne from
32,100 per tonne, the or-
der, dated January 16, said.

The government has al-
so cut the tax on export of
diesel to I5 per litre (X6.5)
and on overseas shipments
of ATF to ¥3.5 a litre (¥4.5).
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CPSE sale: Govt asks bidders to inform

—
Shishir Sinha
MNew Delhi

Learning from past two in-
cidences, the government
has now asked bidders to de-
clare an incidence which
could disqualify them from
strategic disinvestment of a
Central Public Sector Enter-
prises {(CPSE), within seven
days. Details about ultimate
beneficial owner and cor-
porate restructuring of bid-
derare also to be intimated.
In response to queries
raised by interested bidders
(IB) for strategic disinvest-
ment of NMDC Steel Ltd,
the Department of Invest-
ment and Public Asset Man-
agement (DIPAM) said that
interested bidders would
have to declare “I state that,
in the event [insert name of
the IB/Consortium Mem-
ber] is attracted by any of
the disqualifications or any
other factor which makes us
ineligible in terms of the
PIM (Information Memor-
andum) during the pen-
dency of the process of stra-
tegic disinvestment, the
same would be communic-
ated to the transaction ad-
visor within 7 business days

-.;LE i |

rn,

of such disqualificationf
ineligibility.”

In the original PIM, there
was no timeline, but just a
discloser only. Bidder said
even that clause was not
very clear.

STRATEGIC SALE

These responses are critical
as the strategic disinvest-
ment of helicopter service
provider Pawan Hans was
put on hold last year with
the government wanting to
legally examine an order

against key consortium
member of the successful
bidder.

Prior to that, the transac-
tion for Central Electronics
Ltd (CE) was terminated
after the successful bidder
was disqualified.

In this matter, the govern-
ment found merit in one al-
legation regarding pendency

Details about
ultimate
beneficial owner
and corporate
restructuring of
bidder are also to
be intimated

of a proceeding in National
Company Law Appellate
Tribunal against the suc-
cessful bidder that could
result in disqualification of
the bid under applicable
provisions of PIM and Re-
quest for Proposal (RFP).

In another query, the bid-
der wanted to confirm if an
ongoing merger involving
the interested bidder and its
group companies, pursuant
to which its parent would be
amalgamated with the inter-
ested bidder, would not res-
ult in any disqualification.

DIPAM responded by say-
ing that the interested bid-
der should provide informa-
tion regarding the ongoing
intra-group corporate re-
structuring or reorganisa-
tion (including by way of
merget, amalgamation etc.)
involving the interested bid-
ders or the parent and the

incidence of disqualification within 7 days

associated entities at time of
EOI submission. “Govern-
ment may take decision
thereafter,” it said.

DETAILS OF PROMOTERS
In the original PIM, one
clause is related with provid-
ing identity of the natural
persons who are the ‘Ulti-
mate Beneficial Owners’.
Bidders said there are large
number of shareholders in a
listed company, so will
providing details of ‘ulti-
mate beneficial owners’ with
respect to its ‘promoters’ be
sufficient? DIPAM replied
that the interested bidder
must provide the details of
promoters and UBO for
shareholders holding more
than 10 per cent of the
equity share capital of the
interested bidder.

The government is yet to
complete any strategic dis-
investment process in FY23,
Even the much-awaited
BPCL sell-off (excluding
Numaligarh Refinery) had to
be called off due to insuffi-
cient number of bidders.

Now, as it has to imple-
ment new the PSE policy
where more CPSEs may
have to be privatised, clearer
terms will be helpful.
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DATA DRIVE —

Fuel under-recoveries fall

Under-recoveries of oil marketing companies {OMCs) have fallen significantly
due to moderating global crude prices and high refining margins. In fact, in
petrol, OMCs have reported profits over the past few months—of 27 800
crore in the three months to December |last year as compared to losses of
216400 crore in the three months to June last year—whichwill enable them
torecoup the past losses. Inthe case of diesel and LPG, under-recoveries
have come down sharply. AKotak Institutional Equities report estimates that
under-recoveries of ¥15 000 crore in the second half of this fiscal as
compared to nearly 1.1 tnllion in the first half.
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Hydrogen mission to
help cut costs: Experts

THE NATIONAL
Green Hydrogen
Missionisa
“significant step”
towards achieving the
country’snet-zero targetsand
andwill help in reducing input
costs of clean energy sources,
besides generating lakhs of job
opportunitiesintherenewable
energysector, expertssay. PTI
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Indian, European firms plan to
bid for South American oil wells

Houston/New Delhi, Jan.
17 Guyana's upcoming
bidding round for offshore
areas has caught the inter-
est of top energy compa-
nies from Asia to Europe,
according to people famil-
iar with the matter, even
as the government contin-
ues to work out terms for
the auction.

The South American
country wants to quickly
expand its oil industry
and recruit developers to
counterbalance an Exxon
Mobil Corp-led consor-
tium that now controls all
production. The Exxon
group has outlined plans
to install at least seven
vessels to tap more than 11

® ONGC VIDESH is
considering a bid for
some of the 14
exploration blocks
Guyana has put on
offer. Indian Qil also is
looking to work in
Guyana in collabora-
tion with ONGC Videsh

billion barrels discovered
to date.
India’s ONGC Videsh,
the overseas investment
arm of state-run 0il and
Natural Gas Corp, is con-
sidering a bid for some of
the 14 exploration blocks
the country has put on
offer. Refiner Indian Oill

Corp also is looking to
work in Guvana in collab-
oration with ONGC
Videsh, two people close to
the talks told Reuters.
suyvana President Irfaan
Ali travelled to India and
encouraged energy com-
panies to participate in
the auction, extending the
same invitation to
Chinese firms days later.
Guvana might consider
allocating areas to part-
ners through government
to government negotia-
tions, officials have said.
“OVL continues to consid-
er, evaluate and process
several global bus-iness
opportunities,” a spokes-
person said. — Retters
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Marketinglosses of India’s oil PSUs to ease: Moody’s

AGENCIES
CHENMNAI, 17 JANUARY

With theinternational prices
ofpetrol and diesel coolingdue
to economic slowdown con-
cerns, marketing losses forthe
three Indianoil companies will
ease, said Moody's Investors
Service.

In areport, Moody's said
the marketing losses for Indi-
an Oil Corporation Lid (10CL),
Bharat Petroleum Corparation
Ltd (BPCL) and Hindustan
Petroleum Corporation Lid
(HPCL) will go down.

“5till, overall earnings for
fiscal 2023 ending on 31 March
2023 will be weak because of
marketing losses in the first
half, when netrealised prices
did not increase as much as
international prices because
of fuel price caps,” it said.

The rupee's depreciation
against the US dollar further
hit profits asoil pricesand a
large portion of refiners’ bor-
rowingsarein dollars, Moody's
said.

Emms Wed, 18 January 2023
i ey https://epaper.thestatesman.com/c/71444279

Adeclineincrude oil prices
from levels earlierinthe cur-
rent fiscal year will lower
feedstock costsand improve
profitability in the next few
months.

The three companies also
benefit from the continued use
of Russian crude oil, whichis
trading ata discount to Brent
crude. Nonetheless, oil prices
arelikely to remain volatile over

the next 12 months, Moody's
said.

An escalation of the
Ukraine conflict oran increase
in oil demand from China fol -
lowing its opening would
pushup prices and constrain
the refiners’ profits. Moody's
also said, the credit metrics
of the three companies will
improve as earningsrise and
workingcapital requirements
edase.

Onthe other hand, lack of
clarityonfuel pricingin India
iscredit negative for therefin-
ing and marketing sector. If
the companies continue to
incur losses from fuel price
conirols and are not com-
pensated bythe government
in a timely and predictable
fashion, their fundamental
credit quality will weaken,
Moody's added.
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Mktg losses of
India’s oil PSUs
to ease: Moody's

IANS | Chennai

With the international prices of
petrol and diesel cooling due to
economic slowdown concerns,
marketing losses for the three In-
dian oil companies will ease, said
Moody's Investors Service.

In a report, Moody's said the
marketing losses for Indian Gil
Corporation Ltd (I0CL), Bharat
Petrolewm  Corporation Ltd
(BPCL) and Hindustan Petroleum
Corporation Litd (HPCL) will go
down.

"Still, overall earnings for fiscal
2023 ending on 31 March 2023 will
be weak because of marketing
losses in the first half, when net
realised prices did not increase as
much as international prices be-
cause of fuel price caps,” it said.

The rupee's depreciation
against the US dollar further hit
profits as ofl prices and a large
portion of refiners' borrowings
are in dollars, Moody's said.

A decline in crude oil prices
from levels earlier in the carrent
fiscal year will lower feedstock
costs and improve profitability in
the next few months. The three
companies also benefit from the
continued use of Russian crude
oil, which is trading at a discount
to Brent crude. Nonetheless, oil
prices are likely to remain
volatile over the next 12 months,
Moody's said.

An escalation of the Ukraine
conflict or an increase in oil de-
mand from China following its
opening would push up prices
and constrain the refiners’ profits.
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RIL may hive off green
hydrogenbiztoInvIT

Jefferies values firm's green H2 business at$8 bn

DEV CHATTERJEE
Mumbal, 17January

(InvIT) is a collective investment
scheme, similar to a mutual fund,
which enables direct investment by

Reliance Industries is likely to hive off  individuals and institutional investors
its green hydrogen businesstoan InvIT into infrastructure projects for earning
structure at a valuation of $8 billion, dividends.

according to global financial services When contacted, RIL officials said

firm Jefferies.

The European
Union’s and India’s
green hydrogen sec-
tor, according to
Jefferies, could
translate into a $74-
billion market for
RIL's electrolyser
manufacturing busi-
ness by 2030. "RIL
would replace grey
hydrogen with green
hydrogen atits refin-
eries. It could mone-
tise the captive
green hydrogen pro-
duction by moving it
into an InvIlT and
inducting

it's too early to go

EN DS IN GREEN ahead with such a

i transaction and the
(RiLshare price in¥) Coti shall

rather wait for the
plant to start opera-
tions to get a better
valuation for the
green  hydrogen

project.
Jeffries has
valued RIL’s electro-

lyser manufactur-
ing business at a 20
per cent discount to
the European
benchmark.

It said any

Source: Bloomberg

meaningful capital
subsidy from the

investors,” the firm said in a note to government in the future would aid the

its clients.

valuation of RIL’s green hydrogen foray.

An infrastructure investment trust Turn to Page 6 b



BUSINESS STANDARD, Delhi, 18.1.2023

RIL...

Last year, Reliance announced
plans Lo invest $76 billion 6.2
trillion) into clean energy proj-
ects. Of this, about 5 trillion
was to be used to build 100
gigawaltts of renewable power
projects and a green hydrogen
network in the next 15 years.
RIL plans to invest another

260,000 crore to make solar
modules, hydrogen electro-
lysers, fuel cells, and storage
batteries in Jamnagar.

A green hydrogen InvIT, if
itgetsoff the ground, wouldn't
be the first such move by
Reliance to unlock value. In
2019, an RIL group firm hived
off its gas pipeline business at
avaluation of¥13,000 crore and
inducted Canadian financial
services firm Brookfield as an
investor. Ayear later in October
2020, Reliance monetised its
fiber optic network via an InvIT
structure.  Digital  Fibre
Infrastructure Trust raised
around 14,700 crore by issuing
units to its investors, and raised
another 325,000 crore through
debt, which was used to retire
the debt of the fiber optic arm.
Reliance shares rose 1.4 per
cent to 2478 apiece in
Tuesday’s trade.
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Russian oilimports at
29% higher in Dec

INDIA PURCHASED AN
g averageof 1.2 million
é barrels of oil a day from

Russia in December, up
29% from November, according
to Vortexa. According to S&P
global commodity Insight,
Russian crude's share in the
Indian crude basketin 2021 was
onlyaround 2.2%. From that
level, Russia became India's top

crude supplierin November 2022,
FERLIRFALI
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Saudi FM says
oil price stability
reflects correct
OPEC+ policy

Saudi Arabia’s Foreign
Minister said on Tuesday
that oil price stability
showed the Kingdom was
correctin its position
during last year’s row with
the US over the OPEC+
decision to reduce il
output targets.

Prince Faisal bin Farhan
Al Saud said his country,
the world's top oil
exporter,hasa
responsibility to continue
to provide that stability to
oil markets and world
economies, and that
Riyadh would have a
robust dialogue with
traditional ally
Washington to continue
to work through any
ISSLIES, REUTERS
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Searching for oil and gas

There is no alternative to stepping up domestic
production for greater energy security

O REDUCE ITS vulnerability to high and volatile global energy

prices, India must malke efforts on a war footing to increase the

levelsof relative self-sufficiencybystepping up domestic oiland

gas production over the medium-term. Unfortunately, however,
thisis not happening. Domestic crude production, forinstance, has been
steadily declining, from 38.1 million metric tonnesin F¥Y12 to 29.7 mmt
inFY22. Till November thisfiscal, productionat 19.6 mmt is not different
from a year earlier, according to the Petroleum Planning & Analysis Cell.
Domestic production is falling sharply for various reasons including
declining output from old and marginal fields.India lacks the technolog-
ical capability for deep water exploration. There have also been no major
hydrocarbon discoveriesof late either.India is currently increasing expen-
diture on seismicsurveys of domestic hydrocarbon assets. Domestic pro-
ducersand global giants clearly must be incentivised to explore and pro-
duce moreas costlier energy prices implya higherimport billand inflation
besides straining the current account, which is the broadest measure of
India’s goods and services transactionswith the rest of the world.

The big question is how likely is an increase in domestic output.
Grounds forcautious optimism in this regard were indicated in a speech
ofthe petroleum and natural gas minister, Hardeep Singh Puri,at the Voice
of the Global South Summit last Friday. Puri said India will see an invest-
mentof § 58 billionin exploration and production (E&P) of oil and gas by
2023, and global majors like Chevron, ExxonMobil, and TotalEnergies are
showing interest. Prima facie, this is indeed a huge number considering
the capex plans of state-owned oil giantsand thelargest private playerand
the relatively modest cumulative FDI equityinflows in petroleum and nat-
ural gas till September 202 2.ONGC plans to spend $ 4 billion to increase
exploration from FY2 2 toFY 25.The Vedanta Group, too, plans totripleits
production and account for 50% of India’s oil production. ONGC and
ExxonMobil have an agreement to collaborate on E&Pin deep waters off
the east and west coasts. Whether ExxonMobil is an investor orjusta
provider of technological services is far from clear. TotalEnergies, for its
part, has inked a deal with the Adani Group to invest $50 billion in green
hydrogen production over the next 8-10 years.

Expectationsof big-ticket investmentsin E&P stem from plans to dou-
ble thecurrent net area beingexplored for oil and gas to 500,000 sqkm by
2025 by reducing the prohibited or no-go areas in India’s exclusive eco-
nomic zones by 99% and incentivising the discovery of potential basins
like inthe Andamans, Kutch-Saurashtra,and Mahanadi by E&P players at
the government’s cost. India has around 26 sedimentary basins covering
an area of 3.3 million square kms, of which only seven category 1 basins
have established commercial production of oil. Prospecting the remaining
areas entails a huge amountof resources and technology. Over the years,
the sedimentary basin exploited has remained stagnant at 6-7%.0n the
floor of Parliament, the petroleum minister stated thatthishas goneupto
10%since 2016,and the expectationisthatitwillriseto 15%veryshortly
and go on to 30%after that.This is the frontier that must be tapped ifthe
drive to step up domestic production is to bear fruition.
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