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High oil prices seen to halve
refiners’ marketing margins

MANISH GUPTA
New Delhi, August 1
THE SUDDEMN SPIKE in oil

rices from below 574 to above

84 a barrel within a monthis
likely to impact the profitability
of the oil refining and market-
ing companies, furtherreducing
the chances of any moderation
in retail prices of auto fuels.

Besides, the increase in oil
prices are not likely to benefit
even the upstream companies
much,asthe governmentraised
the windfall tax on petroleum
crude to ¥4,2 50 per litre from
¥1,600 perlitrewithetfect from
Tuesday (August1,2023).

Refinerslike Indian Oil Corp
(I0CL), Bharat Petroleum Corp
Ltd (BPCL)and Hindustan Petro-
leum Corp (HPCL)were making
healthy marketing margins till
recently,which had fueled spec-
ulations that the retail prices
may be reduced.

"Asretail pricesare static,any
upward movement of oil prices
would impact the profitability
of OMCs.The marketing mar-
ginswere inthe range of Rs 12-
14 per litre, now it will roughly
become half" said Prashant
Vasisht,vice president and co-
head, |CRA The three state-run
OMCs, which control 80% of
thefuel supply in India, haven't
changed retail petroland diesel
prices since April 6, 2022, even
thoughoil prices had touched
5116 a barrel in June 2022
beforefallingto $7%inearlyjan-
uary2023.

As for the upstream compa-
nies Oiland Natural Gas Corp
(ONGC)and Oil India Ltd (OIL),
the rise in oil prices would have
given additional incomebut for
the windfall taxthatthe govern-

Brent crude price

$/barrel j

BL.09

Jan'3,
2023

July 3,
2025

Aug 1,
2023

Marketing margin
on petrol (2)

*Projection by ICRA

ment levies whenever the price
goes above $75 or so."l don't
thinktheywillbeabletoget any
additional benefit out of this
simplybecause the government
scoops away whatever is the
upside,"said Vasisht,adding that
the tax remains nil when the
priceisinthe rangeof$70-75a
barrel.Analysts believethateven
§70-75 isavery good realisation
for the upstream companies
and, despitenoupside from the
increasein oil prices, the capital
expenditure plans ofthe oil pro-
ducing companies would not
getimpacted.

Thefallin crude pricesinthe
second half of last fiscal and
Q1FY24 hadenabled the OMCs
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toreport profits after losses wit-
nessed in earlierquarters. BPCL,
forinstance, reported aconsoli-
dated net profit of Rs 10,644
croreinthe first quarter of FY 24
as compared to aloss of ¥6,148
crore in the year ago quarter as
the marketing marginswidened
considerably.The company suf-
feredamajorlossinthefirsttwo
quarters of FY23 due to high
crude oil price as the retail fuel
priceremained unchanged.The
refiner finally turned around
and reported net profits of
¥1,747 crorein Q3 and 6,478
crorein Q4.

On the gas side, as LNG
pricesare peggedtodated Brent
prices, the prices of long term
LNGwould increase. Even the
domestic gas pricesare likely to
increase if the oil prices remain
high astheyarealsorevisedona
monthly basis. Generally city
gas distributors (CGDs) like
GAIL India and Indraprastha
Gas [td(IGL) have passedon the
increasein costsexceptlastyear
Ifthere is any failure in passing
on the increased costs, their
profitability will be impacted,
analysts said.

As for the oil prices, factors
thatwould determine its trend
are the oil production cuts
announced by SaudiArabia and
Russia, which have brought
down theinventories ofoll con-
sumers, and the ongoing reces-
sionwhich is seeing significant
decline in China's consumption.

Besides, analysts said
increase in oil prices would
itself have a dampening
impact on demand. Yet,on an
average the expectation of il
pricesisto remain inthe range
of $75 to 595 for the current
financial year.
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RBI fines 4 PSUs
for late reporting

Utpal Bhaskar
utpal b@livemint.com
NEW DELHI

he Reserve Bank of India
T (RBI) has imposed late

submission fees (LSF) of
32,000 crore on ONGC Videsh
Ltd (OVL), Indian Oil Corp. Ltd,
GAIL (India) Ltd,and Oil India
Ltd for delayed reporting of
their overseas investments, two
people familiarwith the devel-
opment said.

The move may impact the
overseas work commitments of
these four state-run energy
majors, prompting efforts by
them to secure an extension
from RBI, which hasimposed a
late submission fee of 3500
crore each on the four firms.

State Bank of India (SBI) is
the authorized dealer (AD)
bank for these public sector
undertakings’ (PSUs’) foreign
transactions. It is the work of

The oil ministry believes the
responsibility lies with SBI.

the AD bankto report and rec-
oncile their overseas direct
investments (ODIs) within the
requisite timelines.

The oil ministry, the nodal
ministry for these PSUs,
believes the responsibility for
reporting these transactions
lies with SBI, not the PSUs,

TURN TO PAGE 6
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RBI fines OVL, I0C, GAIL, Oil India 32,000 crore for late reporting
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“As per RBI notification
dated 22 August 2022, restric-
tions have been placed on fur-
ther remittance or transfer,

wherein authorized dealer

bank shall not facilitate any
outward remittance/financial
commitment by a person resid-
ing in India towards a foreign
entity until the delay in report-

ingisregularized,” said a senior

Indian Oil Corp. executive, on
condition of anonymity. “We
have sought time from RBI to
avoid any disruption in opera-
tions and for the smooth func-
tioning of overseas subsidiar-
ies. Further, we are in the pro-
cessof reconciliation of the late
submission fee along with SBI

ODI (overseas direct invest-
ment) Cell.”

A second person also said
efforts are being made to
resolve the issue. “It shall hap-
pensoon,” the person said, on
condition ofanonymity.

According to RBI's Foreign
Exchange Management (Over-
seasInvestment) Regulations,
2022, those failing to submit
investment evidence within
the stipulated timeframe can
doso witha late submission fee.
“Late submission fee has been
introduced by RBIwith retro-
spective effect vide FEM (O
Regulation, 2000. Regulariza-
tion of submission of ODI-re-
lated data by the companiesto
RBI, under a specific Unique
Identification Number (UIN)

The PSUs have sought an
extension from RBI.
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assigned to each project
through their ADbanks, covers
several thousands of ODI
remittances processed since
2000. SBI has invariably
reported all ODIs, based on
documents provided by the

remittingentities, to RBlas per
applicable guidelines at the
material time,” said an SBI
spokesperson. Queries
emailed to the spokespeople
for RBI, ministries of petro-
leum and natural gas and
finance, OVL, Indian Oil ,and
GAIL remained unanswered.

Accordingto the RBI notifi-
cation on Foreign Exchange
Management (Overseas Invest-
ment) Regulations, 2022, “A
person resident in India who
has made a financial commit-
ment in a foreign entity in
accordance with the Act or
rulesorregulations made there
under, shall not make any fur-
ther financial commitment,
whether fund-based or non-
fund-based, directly or indi-

rectly, towards such foreign
entity or transfer such invest-
ment till any delay in reporting
isregularized,” the notification
added.

The overall investment by
state-owned companies in oil
and gasassets abroad standsat
around $36.55 billion across 55
assets in 25 countries.

“As far as OVL is concerned,
we are in compliance with all
applicable RBI guidelines
regarding remittances for our
overseas projects. Thereareno
RBI restrictions on overseas
transactions,” saidanOVL exec-
utive whodeclined to be named.

“Toourinformation, thereis
no basisfor RBIimposinga total
late submission fee of 3500
crore on OVL due to delayed

foreigninvestments' reporting.
Foroverseasinvestments, RBI
hasgradually moved from man-
ual reporting to online report-
ing on the RBI portal by the
banks. Corporatesdo not have
access to the RBI portal. A rec-
onciliation ofpastdatawiththe
RBI portal was required, which
hasalready been done.OVL has
generally complied with the
reportingrequirements,and no
significant fee is expected on
this account as far as OVL is
concerned,”said a second OVL
executive who also declined to
be named.

“As far as Oil India is con-
cemed, wearecomplyingwith
all RBI guidelines remittances
forour overseas projects,” said
an Oil India Ltd spokesperson.
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GAIL clocks revenue of Rs
32,227 crore in Q1 FY24

GAIL (India) Ltd reported reve-
nue from operations of Rs 32,227
crore in Q1 FY24 as against Rs
37,572 crore in Q1 FY23. Profit
before Tax in Q1 FY24 stood
at Rs 1,889 crore as against Rs
3,894 crore in Q1 FY23. Profit
after Tax in Q1 FY24 stood at Rs
1,412 crore as against Rs 2,915
crore in Q1 FY23,

Quarter on Quarter Dbasis,
revenue from operations was re-
ported at Rs 32,227 crore in QI
FY24 as against Rs 32,858 crore
in Q4 FY23. PBT registered a ro-
bust growth of 220% to Rs 1,889

crore in QI FY24 as against Rs
591 crore during Q4 FY23. PAT
increased by 134% to Rs 1,412
crore in QI FY24 as against Rs
604 crore in Q4 FY23 mainly on
account of increased Gas Market-
ing and Transmission volumes
& increased Transmission tariff
realisation.

During the quarter, Natural gas
transmission volume registered a
growth of 7% to 116.33 MMSC-
MD in Q1 FY24 as against
108.23 MMSCMD in Q4 FY23.
Gas marketing volume increased
by 2% to 98.84¢ MMSCMD.



GAIL clocks Revenue of Rs. 32,227 crore, PAT of
Rs.1,412in Q1 FY24

GAIL (India) Limited reported Revenue from Operations of
Rs. 32,227 crore in Q1 FY24 as against Rs, 37,572 crore
in Q1 FY23. Profit before Tax (PBT) in Q1 FY24 stood at
Rs. 1,889 crore as against Rs. 3,894 crore in Q1 FY23,
Profit after Tax (PAT) in Q1 FY24 stood at Rs. 1,412 crore
as against Rs. 2,915 crore in Q1 FY23.Quarter on Quarter
basis, Revenue from Operations was reported at Rs. 32,227
crore in Q1 FY24 as against Rs. 32,858 crore in Q4 FY23.
PBT reqistered a robust growth of 220% to Rs. 1.889 crore
in Q1 FY24 as against Rs. 591 crore during Q4 FY23,
PAT increased by 134% to Rs. 1,412 crore in Q1 FY24
as against Rs. 604 crore in Q4 FY23 mainly on account
of increased Gas Marketing and Transmission volumes &
increased Transmission tariff realisation.During the quarter,
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Natural gas transmission volume registered a growth of
7% to 116.33 MMSCMD in Q1 FY24 as against 108.23
MMSCMD in Q4 FY23. Gas marketing volume increased
by 2% to 98.84 MMSCMD as against 96.46 MMSCMD in
previous quarter. LHC sales increased by 7% to 247 TMT
as against 230 TMT & Polymer sales also increased by 37%
to 162 TMT as against 118 TMT in comparison to previous
quarter,Shri Sandeep Kumar Gupta, Chairman & Managing
Director, GAIL said that the Company has incurred a Capex
of about Rs.2,391 crore during the current quarter, mainly
on Pipelines, Petrochemicals, Equity to JVs, etc. which is
about 31% of annual target of Rs. 7,750 crore. He informed
that GAIL has been authorized to build Gurdaspur- Jammu
Natural Gas pipeline having length of 160 km with Capex
of Rs, 522 crore.



