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FInMin permits
CPSUs to issue LoCs

Vikas Dhoot
NEW DELHI

The Finance Ministry on
Monday allowed -central
public sector firms (CPSUs)
to issue letters of comfort
(LoCs) to financiers, pro-
vided no liability will de-
volve on the Government.

The Centre’s move, par-
tially lifting a bar imposed
on government entities last
March, followed requests,
over the last two months,
from the Ministry of Power
as well as the Ministry of
Petroleum and Natural Gas
pressing for a relaxation of
the prohibition.

“It was informed is-

The Centre’s move
follows requests
from the Ministries
of Power, Petroleum
and Natural Gas

suance of letter of comfort,
based on own financial
strength, is a part of regu-
lar business practice, ena-
bles the entities to raise re-
sources at competitive
rates for their capex and
working capital needs, as
well as furthering the busi-
ness interests of their joint
ventures, subsidiaries and
group companies,” the De-
partment of Economic Af-
fairs noted in a memao.
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OIL COMPANIES
BREATHE EASY AS
GLOBAL PRICES DIP

Rajeev Jayaswal

letters@hindustantimes.com

NEW DELHI: The average interna-
tional diesel price —used as the
benchmark for domestic pump
. | prices—has fallen sharply by 41%
. | from a peak of $170.92 in June
2022 to $100.88 per barrel this
month, bringing relief to state-
run oil refiners, even as interna-
tional crude prices have plunged
to a 14-month low spooked by a
brewing US banking crisis and
fears of global recession. On
Monday, benchmark Brent
crude prices fell below $72 a bar-
| relinintraday trades. P2
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Oil companies
breathe easy as
global prices dip

Rajeev Jayaswal
letters@hindustantimes.com

NEW DELHI: The average interna-
tional diesel price — used as the
benchmark for domestic pump
prices — has fallen sharply by
41% from a peak of $170.92 in
June 2022 to $100.88 per barrel
this month, bringing relief to
state-run oil refiners, even as
international crude prices have
plunged to a 14-month low
spooked by a brewing US banking
crisis and fears of global reces-
sion.

The three public sector oil
refiners, Indian Oil, Bharat Petro-
leum and Hindustan Petroleum,
which control over 90% of the
domestic fuel retail business, no
longer incur any losses on sale of
petrol and diesel, three people
aware of the matter said, request-
ing anonymity. On Monday,
benchmark Brent crude prices
fell below $72 a barrel in intraday
trades.

The three firms, however, are
not in a position to restore their
daily pricing mechanism at this
juncture owing to high price vola-
tility in international energy mar-
kets and political compulsions
from the forthcoming assembly
elections in Karnataka, the people
added. Companies have sus-
pended daily price revision petrol
and diesel for over 11 months,
since April 6, 2022.

A fall in international crude
prices has come atan opportune
time with India’s retail inflation
above the central bank’s upper
tolerance limit of 6% for two
months - January (6.52%) and
February (6.44%), one of the peo-
ple, an industry executive, said.

‘While the Union Budget does
not make any assumptions about
crude oil prices, India’s chief eco-
nomic adviser V Anantha Nages-
waran said on January 31 that the
Economic Survey’s estimate of
6.5% growth in 2023-24 is achiev-
able if crude oil prices stay below
$100 a barrel.

Public sector OMCs (oil mar-
keting companies) may wait for
some time to recover past losses
before considering any petrol and
diesel price reduction, but domes-
tically produced natural gas may
become cheaper from April 1 as
government is considering a new
pricing formula,” a second per-
son, who works for the govern-
ment, said.

The people mentioned above
said that public sector OMCs may
recover some of the losses they
suffered as they shielded consum-
ers from global energy inflation.
10C, BPCL and HPCL posted a
combined loss of 18,622 crore in
the first three quarters of current

financial year. But the impact of
the lower oil prices was reflected
in the stock market on Monday.
10C shares were up 1.51%, BPCL
surged 2.3% and HPCL jumped
2% even as Sensex fell over 360
points or about 0.62%. The minis-
try of petroleum, I0C, BPCL,
HPCL and public sector GAIL
India did not respond to queries.

According to a third person,
there is a possibility of a sharp
decline in domestic gas prices
from next month. It is expected
that the Cabinet may soon accept
key recommendations of an
expert panel, including a new gas
pricing formula that may reduce
the price of domestically pro-
duced natural gas by 24% to $6.5
per unit from next month, he
said. The current price is $8.57
per unit.

The panel, chaired by Kirit Par-
ikh, which submitted its report on
November 30, 2022, proposed a
floor of $4 per unit and cap of $6.5
for natural gas produced from old
fields mainly operated by state-
run Oil and Natural gas Corpora-
tion and Oil India Ltd. The com-
mittee, however, spared tweaking
gas prices for difficult deepwater
fields, such as Reliance-BP’s
KG-D6, because of greater risks
and higher production costs. Cur-
rently, gas produced from such
fields costs $12.46 per unit.

SC Sharma, an energy expert
and former officer on special duty
at the erstwhile Planning Com-
mission, said the softening of
international oil prices is favoura-
ble for the Indian economy as
well as the industry, and could be
an appropriate time to re-exam-
ine the “windfall tax” levied on
the export of domestic crude and
other products.

The windfall tax was levied on
petroleum items on July 1 last
year to offset ballooning public
expenditure on fuel, food and fer-
tiliser subsidies after domestic oil
producers and refiners made
abnormal profits due to price vol-
atility in international markets
because of geopolitical turmoil.
On March 4, the levy was revised
to zero on exports of petrol and
aviation turbine fuels, and 50
paise per litre on diesel exports.
The tax on domestically pro-
duced crude was revised to
34,400 per tonne.

Initially, when windfall tax was
levied on July 1, 2022, it was 6
per litre on exports of petrol and
ATF, 13 a litre on diesel exports,
and 23,250 per tonne on domes-
tically produced crude. The fort-
nightly review of windfall tax that
took place late on Monday night,
reduced the levy on crude to
3,500 per tonne effective from
March 21, the second official said.
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Petrol prices rose 33.85%, diesel 61.51%

during May 2014

—
Our Bureau
New Delhi

The retail selling price of pet-
rol rose by 33.85 per cent in
Delhi, while diesel prices grew
61.51 per cent since the Nar-
endra Modi government came
to power in May 2014, Parlia-
ment was informed on
Monday.

Data presented by Oil Min-
ister HS Puri in response to a
starred query in Rajya Sabha
said the rise in RSP of both the
auto fuels occurred during
May 2014 to December 2022in
Delhi. In comparison, the re-
tail price of petrol in the na-
tional capital rose by 66.08 per
cent, while diesel prices were
up 82.11 per cent between
2006 to 2014, effectively dur-

7 |
Qil Minister HS Puri

ingthetenure of the Congress-
led government under Prime
Minister Manmohan Singh.
The UPA-led coalition was in
power at the Centre during
2004 t02014.

The data also show that
between 1998-2006, the prices
of petrol and diesel in Delhi
rose by 90.50 per cent and

197.27 per cent, respectively.
During this period, the coali-
tion government led by the
BJP was also in power (during
1999-2004).

Furthermore, during the
1990-1998 period, the retail
prices of petroland diesel grew
by 132.11 per cent and 151.23
per cent, respectively.

Puri said the Centre has cut
the Central Excise duty by a
total of ¥13 per litre and 16 a
litre on petrol and diesel, re-
spectively in two tranches in
November 2021 and May
2022. “The excise duty reduc-
tionwas fully passed onto con-
sumers. The measure was
aimed to give a further fillip to
the economyand toboost con-
sumption and keep inflation
low, thus helping the poor and
middle classes. Subsequently,

-Dec 2022: Oil Minister

many States/UTs have also re-
duced VAT rates on petrol and
diesel,” the ministeradded.

India imports more than 60
per cent of its domestic lique-
fied petroleum gas (LPG) con-
sumption. The government
continues to modulate the ef-
fective price of domestic LPG.

While the Saudi Contract
Prices (CP), on which do-
mestic LPG prices are based,
rose by 235 per cent from $236
per tonnein April 2020to $790
inFebruary 2023.

While the retail selling price
of domestic LPGhasincreased
only by 89.7 per cent from
%581.5 in May 2020 to 31,103
in March 2023 and effective
cost for Pradhan Mantri
Ujjwala Yojana (PMUY) bene-
ficiaries rose only by 55.2 per
centduring the same period.
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