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RIL’s energy biz will continue to fuel earnings

IN CONSOLIDATION MODE. Slow growth seen in consumer business and Reliance Jio in Q3

—
Janaki Krishnan
Mumbai

Reliance Industries Ltd has di-
versified over thelast 3-4 years
andaimstobeadigital services
and consumer products be-
hemothin 2023 atleast.

The company’s mainstay
and earnings driver will still be
its core energy business, if its
December quarter earnings
arean indication.

‘HEALTHY EARNINGS’
RIL’s consumer business and
Reliance Jio have showed
slowing growth in the third
quarter of 2022-23 while all
the indications are there that
refining, petrochemicals, ex-
ploration and production will
be its backbone in 2023, ac-
cording to analysts.

They added that the com-
pany is consolidating its con-
sumer-facing business for the
next phase of growth.

In a note, JP Morgan said it

assumed that there maynotbe
any tariff hikes by the com-
pany in 2023-24. “Overall, we
still see a healthy earnings en-
vironment for RIL with the
02C and E&P businesses be-
nefiting from China re-open-
ing and higher volumes,” said
the brokerage adding that the
listing of the company’s con-
sumer business was unlikely
thisyear.

Stating that the stock’s re-
cent underperformance was
part of the overall outflows by
foreign portfolio investors,
driven by macro factors, the
brokerage is overweight on
Reliance Industries. Over the
last one month, the RIL stock
has moved down nearly 3 per
cent, compared to the bench-
mark Nifty50 that went up 1.8
percent.

Jio Financial Services,
carved out last year through a
de-merger process,shouldbea
near-term growth catalyst, de-
pending on how it is scaled up
and its expansion strategies.

The company’s oils-to-
chemical business reported a
strong operating profit in the
third quarter at 12,200 crore,
up 19 per cent sequentially due
to an improvement in refining
margins and a lower windfall
taxof¥1,890 crore.

02C BUSINESS, JIO

Prabhudas Lilladher said the
company’s O2C business
would continue to be its bed-
rock of the future. RIL doesn’t

Mukesh Ambani, Chairman, Reliance Industries Ltd e

give gross refining margin
(GRM) figures any longer, but
ICICI Securities said it ex-
pects refining margins to be at
elevated levels with a tighter
demand-supply balance over
thenext 12-18 months.

The company also saw
strong momentum in its up-
stream business and has main-
tainedits production guidance
by FY24-end. With price real-
isations holding firm, earnings
inthissegmentareexpectedto
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keep growing over the next
two years, said ICICI Securit-
ies. The company has been ag-
gressive in its rollout of 5G
wireless services but there was
no hike in tariff during the
quarter and subscriber addi-
tionswere lower than in previ-
ous quarters. This has resulted
in a flat monthly average rev-
enue per user.

Savings on spectrum usage
charge helped the company
notch up a sequential rise of 4
per cent in operating profit in
Q3.ICICI Securitiessaid ithas
cut Reliance Jio’s operating
profitestimates by 6.2 per cent

in FY23 and 2.7 per cent in
FY24, with an expected delay
in price hikes.

STRONG, BUT SLOWER
Reliance Retail showed a
slower growth compared to
the previous two quarters.
After a scorching pace of rev-
enue growthof 52 percentand
43 per cent in the first two
quarters, Q3 saw a modest rise
of 17 per centinrevenue.

The management said post
the festival demand that came
earlier this year, consumer
sentiments had become sub-
dued withretailinflation peak-
ing and personal loan rates
also rising, The large-scale job
losses also soured buying sen-
timents to some extent.

The company is expanding
its footprint by adding more
stores, making strategic ac-
quisitions, investing in omni
channel strategies and ana-
lysts see all these paying di-
vidends over the next few
years.
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Tax credits for charity
spends by biz may go

Govt may introduce amendments to GST law through Finance Bill, 2023

COST OF PHILANTHROPY

The move to specify that input tax credit will not be available on CSR to businesses is
relevant for RIL, TCS, Tata Sons, HDFC Bank and ONGC, the highest such spenders.

Gireesh Chandra Prasad
gireesh.p@iivemintcom
NEW DELHI

he government islikely to

introduce amendmentsto

the goodsand services tax

(GST) law through the

Finance Bill, 2023, revok-
ing a provision that allowed busi-
nesses credit for taxes paid on goods
and services procured to meet cor-
porate social responsibility (CSR)
obligations.

Thisimpliesthat GSTincurred on
goodsand services used for CSR can-
not be adjusted against the com-
pany’soverall GST liability, accord-
ing to two people aware of the dis-
cussions. “This would be a major
change to the GST law,” one of the
people said, requestinganonymity.
The plan istoamend sectionsin the
GST Act (16 and 17) dealing with
input tax credits.

Akey aspect of GST is the availa-
bility of credit to a business for the
taxes paid on purchases so that tax
appliesonly to the valueadditionat
each stage of the supply chain, and
there is no tax on tax. However,
credit for GST paid while procuring
goods and services for meeting CSR
obligationsisagreyarea, with differ-
entadvance rulingauthorities giving
contradictory orders. This has war-
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against overall GST liability

ranted clearing theair through legis-
lativeamendments, the first person
cited above said. It is through the
annual Finance Bill that changes in
varioustaxlawssuch as Income Tax
Act, Customs Act, CGST Act and
IGST Actsare implemented.
Queries emailed to the spokes-
people for the finance ministry and
the GST Council Secretariat on

* dealingwithinputtaxcredits - the furtherance of business’

SARVESH KUMAR SHARMA/MINT

Friday seeking comments
remained unanswered at the time
of publishing.

The advance rulingauthoritiesin
several states have differing viewson
whether GST incurred on CSR activ-
ities can be credited as“in the course
or furtherance of business.” The

TURNTO PAGE 6
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Amendments to GST law may revoke tax
credits for charity spends by businesses

FROM PAGE1

authorities in Telangana and
Uttar Pradesh have ruled in
favour, while Gujarat and Ker-
ala have ruled against it.

The Telangana State
Authority for Advance Ruling
noted in its 20 October order
that CSR spending mandated
under the Companies Actisan
expenditure made for the fur-
therance of the business.
“Hence, the tax paid on pur-
chases made to meet the obli-
gations under corporate social
responsibility will be eligible
for an input tax credit under
central GST and state GST
Acts,” said the order. The
Authority foradvance rulingin
Uttar Pradesh explained in its
January 2020 ruling that CSR
spendingisnotvoluntarybutis
a statutory obligation under
company law, and hence tax
creditonitis not restricted.

However, the Gujarat
Authority foradvance ruling, in
its August 2021 order,
explained that CSR activities
are excluded from the normal
course of business and, there-

The advantage of getting an input tax credit is it can be used to

offset at least a part of the company's GST liability.

fore, not eligible for the input
taxcredit.

Expertssaid clarificationon
the matter should be in favour
of the industry. “Businesses
would expecta clarificationon
CSRinline with the favourable
rulings on the issue and also
keeping in mind that the term
“furtherance of business™ men-
tioned in Section 16 of the
CGST Act, should be inter-
preted in a manner beneficial
to businessand not ina restrict-
ive manner,” said M.S. Mani, a

MINT

partner at Deloitte India.

The move to specify that
input tax credit will not be
available to businesses on CSR
is relevant for large companies
such as Reliance Industries Ltd,
TataConsultancy Services Ltd
(TCS), Tata Sons Ltd, HDFC
Bank Ltd and Oil and Natural
Gas Corp. Ltd (ONGC), the
highest such spendersaccord-
ing to government data. In
FY2l, Reliance Industries
invested the most in CSR at
1922 crore. followed by TCS at

1674 crore, Tata Sons at 1546
crore, HDFC Bank at 3534
crore,and ONGCat 353l crore.
Overall, Indian companies
spent over 25,700 crore on
CSR during the same period.

The industry’s CSR spend-
ing has seen a sharp jump in
recent years, up from more
than %14.300 crore spent in
FYI7.

InJanuary 2021, the govern-
ment gave effect to a penalty
provision for defaulting on CSR
spending obligation and
allowed businesses to spend
more than their obligation,
which could be adjusted
against their future spending
requirement.

Companieswithanet worth
of 3500 crore or more, a reve-
nueof 11,000 crore or more, or
a minimum net profit of 15
crore are mandated to spend
2% oftheir average net profit of
the preceding three years on
CSRactivities, regardless of tax
credit availability.

The advantage of getting an
input tax credit isit can be used
to offset at least a part of the
company’s GST liability.
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DECIDE INTERIM
AID IN 2 MONTHS:
SCTO NGT OVER
BAGHJAN OIL SPILL

NEW DELHI : The Supreme Court
on Monday directed the National
Green Tribunal to decide on envi-
ronment restoration and compen-
sation to people displaced due to
the blowout at Oil India Limited’s
Baghjan oil well in Assam in May
2020.

Fixing interim compensation to
be paid preferably within two
months to nearly 9000 displaced
people, the Court directed the
green tribunal to adjudicate on the
final compensation to be paid to
affected people.

OIL represented by senior
advocate Parag Tripathi said the
company had paid 102 crore
towards interim compensation.
The affected victims asked the
Court that NGT should distinguish
between interim and final com-
pensation to be worked outat the
end. “Weentrust the NGT to issue
appropriate directions for adjudi-
cation of final compensation and
its disbursal. The disbursement of
interim compensation shall be
done preferably within 2 months,”
the court observed. HTC
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MGL organised free Eye check-up Camp
Mahanagar Gas Limited organised free Eye check-

up Camp for Auto rickshaw drivers under MGL Aar-
ogya initiative - 188 auto rickshaw drivers and family
members availed this free check-up. - Thirteen iden-
tified for cataract surgery 19 January 2023, Mumbai
.— Mahanagar Gas Limited, one of the largest city
gas distribution companies in India, organised a
free eye check-up camp for auto rickshaw drivers
and their families on 12 January 2023. The camp
was organised under Mahanagar Gas Limited's
CSR project — MGL Aarogya, in partnership with Sri
Shanmukhanada Fine Arts & Sangeetha Sabha.

The camp, which was organised at Regional Trans-
port Office, Andheri (West), withessed 188 ben-
eficiaries avail free eye-check-up. Out of these, 13
patients have been further identified for cataract
surgeries. In addition, 35 dilated evaluations were
conducted, 5 retina issues and one glaucoma pa-
tient were identified. The camp was presided by the
CSR team at Mahanagar Gas Limited, and had in
attendance Ms. Pallavi Kotawade, the Deputy RTO
for Mumbai West; Mr. Gunwant Nikam, Senior In-
spector at RTO Mumbai West and Mr. Thampy Ku-
rien, General Secretary of the Autorickshaw Union.

WReader Initiative Programme
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