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Oil & gas industry
seeks tax relief

RAJAT MISHRA
New Delhi, January 25

THEDOMESTIC OlLand gasindus-
try isanticipating some relief from
the Union Budget 2023-24 as the
disruption induced by the Russia-
Ukrainewarled tolossesorreduced
profitabilityacross the hydrocarbon
value chain.

“Currently, domestic producers
aresubject to steeptax expectations
amounting to ~70% of their
income. This burden has been fur-
ther accentuated by the Special
Additional Excise Duty (SAED) (on
auto fuels). Now, as we approach
Union Budget 2023-24, there are
definiteexpectations from the gov-
ernment to relook at this curtailing
tax structure,” a Cairn Energy
spokesperson said.

According to him, the govern-
ment must consider capping taxes
at 35-40% asisthenormacrossthe
globe. This would help the sector
attract much-needed investments
toboost production from existing
fields and alsoconduct fresh explo-
ration activities for both conven-
tional and non -conventional fuels.

Prashant Vashisht, VP and co-
grouphead,ICRA,alsobelievesthat
the taxes like SAED have pared the
profitability of upstream compa-
niesand refiners."With the soften-
ingof crude prices and reduction in
gross refining margins, the indus-
try has been demanding that the
SAED be discontinued,” Vashisht
said.

The prices of
theproductshave
declined signifi-
cantly from the
highs in June
2022 thus this is seen as the right
for the removal of these taxes.“The
imposition of taxes is making
exports unfavourable thus impact-
ing the overall profitability of refin-
ers. Complete removal of these
taxes would be an expectation,”
Hetal Gandhi, Director-Research,
CRISIL Market Intelligence and
Analytics said.

During FY2023, the oil market-
ing companies (OMCs) incurred
hugelosses on the sale of auto fuels
and LPG owing to elevated crude oil
prices. While the Government of
India (Gol) in October 2022,
approved a one-time grant of
¥22,000 crore to PSU OMCs for
losses incurred on sale of LPG, the
sameonly partiallycompensatesfor
the losses incurred. “Accordingly,
the industry's expectation isforan
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adequate budgetary provision to
compensate for losses incurred on
the sale of auto fuelsand LPG. Addi-
tionally,given the high priceof LPG
cylinde 15, the Gol is expected to
continue providing subsidies for
the Ujjwala scheme beneficiaries,”
Vashist said.

Anotherlong-standingdemand
fromthe industry is to include Nat-
ural Gas, crude oil and other petro-
leum products under the GST
regime to enable free flow of input
taxcredit and toavoid stranded tax.
“While the deci-
sion on the GST
side is finalized
by the GST coun-
cil, announce-
ment of inclusion
of petrolenm products and natural
gas would be a big positive to boost
consumption,” Hetal Gandhi of
Crisil Market Intelligence said.In
ordertoboost theuse of natural gas,
industry is expecting nil custom
dutyon LNG Imports.

“LNG imports attracta customs
duty of 2.50%. Exempting LNG
imports from customs duty like
crude,which attracts nil duty,would
promote the use of natural gasasa
fuel," Pankaj Kalra, CEO of Essar Oil
and Gas Exploratio, said.

According to Kalra,currently the
GST on regasification of LNG
remains high, at 18%, thereby
increasing the landed cost and
accordingly there is a request from
industry to the Government to
reduce the GST rates given the high
prevailing priceof LNG.
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Rising domestic diesel demand may hit private refiners’ exports

L
Rishi Ranjan Kala
New Delhi

India’s growing consumption of
diesel—the mainstay of trans-
port and industry sectors—is
expected to adversely impact
export of the fuel to Europe by
private refiners, Reliance In-
dustries and Nayara Energy.
“So far, we have not seen a
massive increase in gasoil
(diesel) exports to Europe from
the two refiners, save for the in-
crease seen over the past
months. Europe will certainly
need more gasoil imports and
India’s private sector refiners
seem well positioned to capital-
ise on this going forward. So we
won’t be surprised to see more
Indian gasoil heading to
Europe, especially if the West-
to-East export economics con-
tinue to keep gasoil exports
close to the Atlantic Basin,”

Diesel exports by RIL and Nayara Energy

{Barrels Per Day -- BPD}

Month/ Year Europe Africa Americas Asia

January 23 1,58,518 1,18,705 53,008 34,643
December '22 1,565,201 1,01,687 89,462 1,02,522
November'22  2,09,680 316,076 64,088 1,04,198
October'22  1959% 10888 66493 59,645
September’22  1,69,136 2,37,857 24,444 95,665
August "22 1,50,342 1,00,855 1,10,100  1,23,848
July '22 1,34,928 92,468 91,212 1,09,192
June '22 6,30,201 1,85,468 11,544  1,59,575

Source: Kpler

Kpler’s Lead Analyst (Dirty
Products and Refining) Andon
Pavlovtold businessline.

“But the problem with this is
that Indian domestic demand
has had a fantastic year so far
and looking ahead, we have
little reason for pessimism, so
the upside to exports is likely to
remain capped, further weighed
on by additional export levies,
that, as we've seen this year, can
come at short notice, if neces-

sary.” On refiners importing
cheap Russian crude and ex-
porting diesel, Pavlov said
“Again, this would make sense
from a commercial point of
view, but alotwill dependon the
situation in India’s domestic
market and what the govern-
ment decides about export
levies this year. Bottom line: it
will probably happen, the up-
side, however, will likely remain
limited, given the optimistic

Crude oil imports
by RIL and
Nayara Energy

(Barrels Per Day —- BPD)

Month/ Year Quantity
Jan-23 4,21,068
Dec-22 6,06,200
Noy-22 6,03,722
Oct-22 5,36,904
Sep-22 5,01,170
Aug-23 3,80,520
Jul-23 511,413
Jun-23 3,79.324

outlook on the domestic
market.”

A senior government official
said windfall tax, or special addi-
tional excise duty (SAED), will
be thereftill there are “unusually
high profits” on diesel exports.
“Besides, there is a fortnightly
review and if profits decline, so
doesthelevy,” headded.

In an interview with busi-
nessline in September 2022, the
then Revenue Secretary Tarun
Bajaj said, “Talking about
products, till the time, products
are giving abnormal profit to
these companies, we have
levied these taxes and they
should continue till that time.”

RISING CONSUMPTION

A senior executive with an oil
marketing company (OMC)
said diesel consumption islikely
to be healthy, aided by increas-
ing activity in industrial and
mining sectors. For instance,
the consumption stood at 7.8
million tonnes (mt) in Decem-
ber 2022, the highest in FY23 so
far.

In November 2022, it was at
around 7.8 mt, or roughly 1.97
million barrels per day, which is
the highest for the month in last
four years. In April-December
FY23, diesel consumption rose
14 percenty-o-yat63.9mt.
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Oil steady as China demand
signals counter recession fears "

Prices of crude oil have
not see much volatility so
far this month after aweak
start to the year, with
recession fears running
through the market. The
outlook for China and a
weaker dollar, which
makes commodities
priced inthe currency
more attractive, have
helped oil claw back some
ground, reports
Bloomberg. But,
uncertainty lies ahead
with sanctions and price
caps onRussian
petroleum products setto

Oil holds largely steady
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kick in next month.

Immediate triggers
include US GDP data
on Thursday and the

Energy Information
Administration's report on
oil stockpiles later on
Wednesday.
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ndiaand the United Arab Emirates plan

to launch a feasibility study within the

next couple of weeks to lay undersea

cablesbetween the two countriestocon-

nect their power grics as part of Prime
Minister Narendra Modi's the One Sun, One
World, One Grid initiative, India’s ambassa-
dorto the UAE Sunjay Sudhir said.

He pointed out that with the intercon-
nection of electricity supplies, all the six
member states of the Gulf Cooperation
Council grouping will get connected to
India, promoting interdependence.
Sudhir also said that post the India-UAE
free trade agreement, bilateral trade has
grown by nearly 30% in the April-Novem-
ber period, and that buyer-seller meets
were being organized for sectors including
engineering, food, gold jewellery, clec-
tronics, etc to encourage growth of non-oil
trade. Edited excerpts:

Eight months after the comprehensive
economic partnership agreement
(CEPA), how do you assess its impacton
bilateral trade between India and the
UAE?

As far asbilateral tradeisconcerned, we
were always doing well. So, even before
CEPA, the UAE was our third largest trad-
ing partnerand second largest export desti-
nation. We were theirsecond largest trade
partner and also, we are already there on
the top.

‘What has happened after CEPA is that this
trade has gota further push. CEPA entered
into force on the first of May. After the bene-
fitsstart, thenalso it takesa monthor two for
businesscommunitieson bothsidestostart
takingadvantage of that. It takes a little time.
So, in the last six to eight months, there’s
been a real push for several sectors, Our
bilateral trade has shot up by nearly 30%
already. And as the awareness grows and
peoplebecome more used to Certificates of

Originand otherlittle paperworkassociated
withusing benefits under CEPA, trade will
further increase. Exports to the UAE have
grownby nearly 19% in the last eight months,
These are very impressive figures.
Data for April-November period show
that the trade deficit has alsowidened
to $16.1 billion compared -
to $10.3 billioninthecor- [}
responding period last =57
year. Even the non-oil
trade deficit seems to have marginally
widened. Is that concerning?
Iwillgointo the reasons. The trade deficit
has widened largely because of higher oil
prices. Last year, prices were much lower,
Butafter the Ukraine war, pricesspiked and
one of our major importsisoil. So that's the
reason. However, we can see that the crude
LPG that weareimporting from the UAE, we
arere-exporting half of that in terms of fin-
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‘India, UAE to connect power grids’

ished products tothe UAE.

It's contrary to intuition that oil and gas
trade flows only one way. I think ourimports
havebeenabout $10 billion, but our exports
have been worth $5 billion.

Our non-oil exports haven't grown as
fast asthe overall trade. Non-oil exports
in the April-November

) INTERVIEW period have grown by

around 5%, and imports
by 10%. What can be the
way forward?

In non-oil, engineering exports have
gone up, gold hasgone up, pharma too has
shown a high double-digit growth. So,
things are happening gradually. We are
doing alotofbuyer-seller meets on focused
sectors. We started with gold jewellery,
thenwe moved to engineering goods, elec-
tronics, and now we will be focussing on
food. In the next six-seven months, we will

have covered all the important HSN codes.
We will be participating inthe Gulfood F&B
exhibitionin amajor way. Weare basically
trying to have a multi-pronged approach to
buyer-seller meets, but at the same time,
take full advantage ofall the exhibitions that
happen here.

This countryisabighub for exhibitions

and shows. So, weare trying to mount as big
adelegation as possible. We arealso trying
togive amajor presence to milletsbecause
this is the year of the millets and for India,
millets are important. We will also intro-
duce millet cuisine in several restaurants
and do a special roadshow.
What has been the progress on the
powergrid transmission line between
India and the UAE? India’s power
minister said the coun-

doing that kind of trade. In India also, we
are developing that capacity of having grids
operated at much higher voltages. So, we
have already gone up to 800 KV. We are
now experimenting with 1200 KV so as to
reduce the losses.

A consortium of Indian oil companies
ledby ONGC Videsh Ltd (OVL) is in talks
tobuy astake in a hydrocarboncarbon
assets of Abu Dhabi National Qil Coand
the discussions are being facilitated
through G2G talks. By when is that deal
expected to be completed and what may
be the size of the deal?

ONGC Videsh as part of a consortium
with IOCL and BPRL already has a 10%
stake in Lower Zakum and this deal was

tries are close to a major
agreement. When will
that come up and can
vou share details of the
proposed project?
There was a discussion

‘E signed in 2018. Our companies are

always very open to pick-
Our bilateral trade has
shot up by nearly 30%
already..The trade
deficit has widened

ing up more stake as and
when the opportunity
comes through. Two of our
companies I0CL and
BPRL are also doing explo-
ration work in Area 1 of

on that when our minister largely because of Abu Dhabi.
of power R.K. Singh was higher oil prices How far have talks
hereafew daysago. He had Sunjay Sudhir progressed on the rupee-

avery good meeting with
the UAE energy minister
Suhail al-Mazrouei. The
idea we're working on s to have a sub-sea
cable connecting the UAE and India.

So, ifthat were to happen, then actually
the wholeof GCC gets connected to India.
Indiaisa huge market. GCC already hasits
grid and this grid is working; so, the
moment we just connect this grid, we're
actually connecting toall these countries.
So, that is the plan and for that, we are plan-
ning to launch a feasibility study, which we
will announce in the next 15 days. It’s not
been done so far but we're not very far from
it. Prime Minister Narendra Modi had given
this mission of One World, One Sun, One
Grid (OSOWOG). So, there the idea was
that, let’sall make clean power, and share it
as the sun moves. And if we connect our
grids East and West of India, then we are

India's ambassador to the UAE

dirham trade settle-
ment? When do we
expectanagreement on
that?

India had shared a concept paper with
the UAE in November. Now, the discus-
sions have gone far beyond the concept
paper. The RBI is in active consultation
with the UAE central bank and they are
discussing that matter.

Technical discussions are happening.
We feel that an INR-AED mechanism will
help trade, bring down transaction cost
and de-risk alot of transactions. What we
have inmind is to do it as soon as possible.
[t has to be a robust mechanism. It will be
done in a graduated way, where we open
up a few banks on both sides and then
expand.

Our central banks are discussing and I
will leave it at that.
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