GOVERNMENT OF INDIA
MINISTRY OF PETROLEUM AND NATURAL GAS

RAJYA SABHA
STARRED QUESTION NO. 63
ANSWERED ON 29/07/2024

Revision of dealer margin
63 SHRI K.R.N. RAJESHKUMAR:
Will the Minister of Petroleum and Natural Gas be pleased to state:

(a) whether Government is planning to revise the dealer margin to account for inflation and the
operational costs of petroleum dealers nationwide, if so, details thereof and if not, reasons
therefor;

(b) whether Government has received any grievances from any stakeholders regarding the issue
of stagnant dealer margins;

(c) the measures taken by Government to ensure the sustainability of petroleum retail outlets and
the quality of their services to customers; and

(d) whether Government is considering to form a committee to conduct a study of issues faced
by petroleum dealers across the country, if so, details thereof and if not, reasons therefor?

ANSWER

MINISTER OF PETROLEUM AND NATURAL GAS
(SHRI HARDEEP SINGH PURI)

(a) to (d): A statement is laid on the Table of the House.
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STATEMENT REFERRED TO IN REPLY TO PARTS (a) TO (d) IN RESPECT OF
RAJYA SABHA STARRED QUESTION NO. 63 FOR REPLY ON 29.07.2024
REGARDING REVISION OF DEALER MARGIN ASKED BY SHRI K.R.N.
RAJESHKUMAR:

(a) to (d): Petrol and diesel are marketed at retail outlets run by Oil Marketing Companies
(OMC:s) in both public and private sector. As of 01.07.2024, there were 90,639 retail outlets in
the country of which about 90% belong to public sector companies and rest to the private sector

companies.

Retail marketing of petrol and diesel is deregulated and decisions regarding their prices,

including dealer margins, are taken by respective companies themselves.

For PSU OMCs, Dealer margins on retail sale of petrol and diesel primarily include operating
costs, manpower costs / wages of employees, business returns, etc. Dealer margins were revised
by PSU OMCs in August 2017. This revision had factored in a higher rate of wages to RO staff
by dealers, which was based on Minimum Wages notified by the Central Government.
Subsequent to the revision, OMCs advised the RO dealers to pay these prescribed wages to RO
staff. To ensure implementation of revised wages by RO dealers, OMCs introduced appropriate
clauses in Marketing Discipline Guidelines (MDG)- 2012.

However, while the revised dealer margins were implemented, several dealer federations
challenged the MDG amendments relating to inter-alia payment of higher wages in various
courts. While deciding the petitions filed by one dealer association, in January 2022, Hon’ble
Delhi High Court upheld the amendments in the MDG. However, dealer associations filed
Special Leave Petition (SLP) before the Hon’ble Supreme Court challenging the order passed by
Hon’ble Delhi High Court and the matter is currently sub-judice.

Discussions and Negotiations regarding revision of dealer commission are held bilaterally
between PSU OMCs and RO dealers’ federations. Government is aware of these discussions and
has been supportive of such engagements to resolve pending issues affecting revision.
Government has also received several representations regarding revision of dealer margin from

dealer federations, which are forwarded to public sector OMCs for necessary action.

To ensure the sustainability of petroleum retail outlets and the quality of their services to
customers, OMCs have added new generation fuels viz. premium MS/HSD, alternate fuels like
Compressed Natural Gas (CNG), Compressed Bio Gas (CBG), Electric Vehicle Charging
Stations (EVCS) and have been encouraging non-fuel businesses like Pollution Under Control
(PUC) check, Insurance, Courier service, Service center for vehicle, Grocery stores,

Convenience stores, Food & Beverages outlets etc.

To improve the quality of services at Retail Outlets, OMCs have formulated Marketing

Discipline Guidelines 2012 and encourage the dealers to provide excellent customer services at
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the ROs with highest standards of business ethics. System of Citizen charter has also been

implemented and hosted on OMCs website.

Universal Service Obligations (USOs) have been prescribed so that authorized entities provide

quality and uninterrupted fuel supply services to the consumers. These USOs, inter alia, require:-

¢ Maintaining supplies of MS and HSD to retail consumers throughout the specified
working hours and of specified quality and quantity.

e Ensuring availability of minimum facilities as specified by the Government, to all the
retail consumers at the retail outlet.

¢ Maintaining minimum inventory levels of MS and HSD as specified by the Government
from time to time.

e Providing service to any person on demand within a reasonable period of time and on
non-discriminatory basis.

e Auvailability of fuel to the customers at reasonable prices all the time.

X-X-X-X-X

30



*63

()

(@)

I LT

SISl YThid s 49 §3T

TS qAT
AT ha T HE&AT: 63
faei® 29 1%, 2024

L F ATH | G

T . TH. T FAT

FIT YIS IR A9 FAT 7g FqAT = FOT HT o6

FAT LA HATERITT 3T TSMIT SIA 0l TRATAT AR Al T § 7@ g4 297 9
H Sl & {ATE & G9Ted FLA 0 TISET 94T Lol &, TS i, AT qedadl AT #4978
S Afe TRl q1 69 TIT FT &,

FAT ILH FT STAL 6 JATH & (9% I @A & e I et RBagns & 7 s
et g;

Terfora® gaxT faeht Fegi &l agAaar sfiT 394 g1 gl &l [urEarqor garu fagr
STTHT FIATIAT et o oI IRt g7 47 391 70 U g 8

FAT LR 297 AL § USITAH ST o qHeT S a1l T2l Hl AeqqT Fld & (o0 THh
Aty g9 9% = #3378, e g, 97 dcaadt sA #47 § i i Jgl, ar 296
FAT FHTLT 52

SAL
(+ft gz firg T40)

(F) & (FN): TF a0 99 % Jed 9% T 7 147 2l

31



‘S0 F TATE § GLe9” F 999 § 998 9569 o F. ATA. 6T FAR g QA6
29.07.2024 FT I T TST TAT qILTha T AT 63 F N (F) & (V) F I § IfedAtaq
IEERST

(F) | () ATASTE AT [l T &= H U ST Sorer &1 a9« e safe
(STUHETST) GIT FATT ST T GaET {alshl hral O AT STTaT gl et 01.07.2024 & ffafq
ATETE 39T | 90,639 G T Fvg o A# & rwr 90 Wierd AT &= il Haadl o o
S oy AsfT ey it St & 2

TSI AT SIS T GaaT [Faue fI=7 4<% g TAT STa¥ q1ioT qigd 396 qodi & gae 7 [
T terd FAFIT FRT T o S 2l

TUHT AU & o0, T2 3 Siere i gaer &t 9% Y /T | JHamat di 9%
TATAT AN, ST ARA/RHATIT HT 9qT, FIOEGRT TAwa e a1 gia g1 fuayg
AUHHTST AT 3TEd, 2017 § S ATHOT 1 TeNiaa &A1 9l =9 Jenge & Sia< gl

AT T HT QU A AT a9 il &2 a8 T2, ST g AR FIT ATG~q FAqH 9aq 92
et off| FoyT F 97E SNUHHIS o L Srofdl &l ¥ &% & 30 Mg ag= &7
IATT FA T AATE &I LA STAL FIT FINTAT AqT FT FATeAAT GATHT L & o,

ATHETST F Ao srgermEd RefHeer (THETST) — 2012 § IUH 9Ad ATH whi

TATI, T LA SIAL AT 0l HIATead hAT AT T FAh AL THITHULET F I aa+d
& ST F Haterd UHS ISt qerrgl i Ao =t § FArdr af| TF Stas TEieuerd g
TAT T L AT 9¥ Ao 39 g0 S\adt, 2022 § A It 3 AT F RS §
Tomreet FT FHAT AT quth, Sow vEfRuest T g el 3g = g R o

QY I FAAT 3d g4 AT SFAH ATITAT o6 GHET Teh (AT AT ATT=aT (THUAYT) TAT
#T 3T FAHTT § Tg HTHAT =TT B

S FHTOT | Tl % Hag § Tuay suwefst Jom aee et & g9 & f= Guef
Ferame-fawel o ara=ta grdt Tedl g1 ARt & U fEame-fawmet it STy 8 oY geree &
TATTT F ATl ATerd Gal T THTLTT FEA 6 (o0 TLHTE UET SFAEATA AT THAT HAT Lol gl
FLHTT Fl AT AISE & F9TeT & dael § S 90 § 9 A¥Araad A1 99 gu 8 e
AT &7 T ATTHEIST T ATTITF FILATS 6 (70 ST FRAT 73T B

TSITOTTH GaT Tashl vl sl QT aRTTorhal ST UTgehl il SeehT HAT3H il [T AT HL

o St F 92 fidr F fuw stuia hfvaw oaue/oeuest, @ hitT s T
(efroesh), FifRa S dre (drefisht) S dwfens Som, Teifes are = wom (SfTE)

32



g% U g & T wguor e (fgET) "@&et st=, ST, FRAT |qaT, aed & o aEg
HaT, AET T2, Fieq@ua T2, T AT YT TSTAT FT e (e TG AL-Se7 RIS Fl
T d F TRl 2l

GaxT fasht Feal 9% "aTe A [UET H I FA 6 (o0 AuHAS F e sgemes
fRemaer 2012 9= U 8 ST I ARG Sadl & SEAH AHI 6 d1F GaT el el 9%

SFE UTgdh HATY ITAsH FL 6 o7 SIALT &l T gd FLAT 8| AR ATET TOIAT I AT
T~ T (RAT & 3T TH ATTHEHIS T JadTEe T2 glee T 47 g

AEAIHF 9T AT (Fuae) Raifa o o @ ol ot Fafar sodet #
U TIT AT S8 ST JaTs IUerse FTATH| 5 JUAAS H o aTdi % Arg-are
St 4T 5

o G IUATHIS &l A O & =ief # Tt ™Ay [T i /e it vaug 6w
THUEET & g a7y T@HT|

o AT faehl Fvx TT THT GEXT ITHITHISAT HT HLHIT FIT TAT [AHTGE ATH Graemsti Hr
SUTSEAT AT FATI

o TEH T FHI-HHT X 7T Ay vAvH siv vauast & a9 a7 T=T wq H
FATT @

o THHET ft =rfRF &1 AT fFw S % Sug<w FHITAfy F Y ofiT ST 99T & "ar

SYAY hdqTATI
o T HHT UTEHI &l Iud qoF TX 2o &l IqA=EdT|

*kkkk

33



SHRI K.R.N. RAJESHKUMAR?: Sir, is the Government planning to mandate the
blending of ethanol with diesel? If so, what percentage of ethanol is proposed to be
blended with diesel and what is the timeline for implementing this policy ?

SHRI HARDEEP SINGH PURI: Sir, the issue of blending ethanol with diesel is still at
an experimental stage and | can say categorically that at present, there is no plan to
mandate. The reason is that oil marketing companies have tested up to seven per
cent of ethanol in diesel in collaboration with the Automotive Research Association of
India and selected OEMs; OEMs are the original equipment manufacturers. Sir, the
initial tests have shown that there would be a reduction of flash point to 15 degree
Celsius with 5 per cent ethanol blend and we require material compatibility, equally
fuel stability and oxidation stability. There would be formation of deposits in fuel tank
and there are series of other implications that follow. When you are running an
automobile, we have now very successfully gone to up to 20 per cent blending. We
started in 2014 with 1.4 per cent of ethanol blending in petrol. Today, we have
reached a figure of 15 per cent. We are blending 400 crore litres of ethanol. Now, if
we have to go down the diesel and we are planning to take it up to 1,000 crore litres
by end of the ethanol blending year, 2025, to do this in case of diesel, we have to be
very careful that it does not raise vulnerability on safety, on compatibility with the
equipment, etc. | would at this stage, therefore, say that the way forward is to do
further conducting or further tests, issue some stability of ED blend which need to
address and several other steps, which we are presently undertaking.

MR. CHAIRMAN: Second supplementary: Shri K.R.N. Rajeshkumar.

SHRI K.R.N. RAJESHKUMAR: Sir, on the 4™ December, 2023, a crude oil spill from
the Chennai Petroleum Corporation Limited polluted the Kosasthalaiyar river, Ennore
Creek and the Bay of Bengal. This incident affected 2,301 fisher families and damaged
787 boats and harmed the mangroves. The frequent oil leaks are causing a significant
damage to the marine ecosystem. | request the hon. Minister to elaborate the long-
term strategy available to prevent future oil spills and how to mitigate their impact.
How will the Government address the ecological damage, especially, to the
mangroves and marine ecosystem? Does the Government have any plans to review
and enhance the compensation for the affected community ?

SHRI HARDEEP SINGH PURI: Sir, the hon. Member has referred to cyclone
Michaung, which brought 36 hours of incessant rains starting from the 3 of
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December, 2023. This resulted in water levels increasing everywhere, including in the
establishment there. When the flood receded, waters escaped into the nearby Canal.
There are 25 big industries in this area and 100 small-scale units in the Manali
industrial area which handle oil and lubricants in various forms. | can state
categorically, Sir, with the benefit of all the evidence available, there was no pipeline
leak in the CPCL refinery. The accumulated floating oil from the area, which has come
there, may have been from the industrial units. In any case, Sir, a study was carried
out by the Tamil Nadu Pollution Control Board, through National Institute of
Oceanography, Goa, and the damage was assessed at Rs. 7.53 crores. Even
though the CPCL, the Chennai Petroleum Corporation Limited establishment had
nothing to do with this, they promptly deposited Rs. 7.53 crores as relief amount.
Other actions which the hon. Member inquired about, what we can take in order to
deal with future situations of this kind, if they might arise, these include rainwater
collection capacity, which has been increased from 54,000 m3 to 84,000 m3. The
depth of the ponds' handling rainwater collection has been increased by 2 to 3 feet.
Six more oil catchers have been installed. Online analyzers were provided at outlets of
stormwater channel and there are several others. Sir, in short, the damage caused by
this came because 36 hours of incessant rain went into the industrial areas, whether
large and small industrial units. The damage was not caused by the CPCL refinery,
but since the damage was assessed by the State Government at Rs. 7.53 crores,
they promptly deposited.

MR. CHAIRMAN: You said so!
SHRI HARDEEP SINGH PURI: Thank you.
MR. CHAIRMAN: Now, supplementary number 3, Sri Rajeev Shukla.

SHRI RAJEEV SHUKLA: Thank you, Chairman, Sir. The hon. Minister has given a
very elaborate reply. In the last part of his reply, he has said under the USO's,
Universal Service Obligations, the petrol and diesel will be provided at the reasonable
rates to consumers. What does he mean by reasonable rates? What is the criteria for
reasonable rates? Because in world market, prices have gone down, but we are still
giving consumers at the higher rate, both petroleum and diesel. This is a very serious
problem, Sir. So, you please define reasonable rates...

MR. CHAIRMAN: You have asked it. Now, hon. Minister
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SHRI HARDEEP SINGH PURI: | am deeply grateful to the hon. Member for having
asked this question.

MR. CHAIRMAN: Hon. Minister, every time, | get very suspicious when the Minister is
grateful to the Member.

SHRI HARDEEP SINGH PURI: Yes, when full tosses are thrown in a cricket match.
MR. CHAIRMAN: Oh, okay, this is a full toss !

SHRI HARDEEP SINGH PURI: Yes, Sir. This was an absolute full toss. | would like to
remind the hon. Member that petrol and diesel were deregulated when the then
Government was in office between 2004 and 2014. De-regulation means that the
prices of the commodity in the market are not set by the Government. So, we have an
interesting situation on our hands and | will come to the second part of the hon.
Member's question of prices here being higher and elsewhere being low. It is exactly
the opposite. In India, today the prices are the lowest and this is the only country
where prices have actually come down. Thanks to the very bold and ambitious and
far-sighted decisions taken by the hon. Prime Minister. When the Government of
2004 and 2014 was in office, we had a very learned Finance Minister, who decided, in
order to maintain that the price is at a level, he floated something called oil bond.
Oil-bonds were floated for Rs.1,41,000 crores and as they say in my language,
Punjabi ' &Il 1T T, O Tﬁ TIdT". Today, we are having to pay back Rs.3,20,000
crores for that kind of a far-sighted decision.

Sir, today, it is the Government's intention, it is the Government's resolve and
the Government is doing all that it can to ensure, but, we are not in a position to
because it is a deregulated sector. So, what happens is the following:-

The last time the Government could direct was in the year 2011-12 just after the
petrol had been deregulated and diesel still had to be deregulated. Today, the
determination of dealer's margin which is what the thrust of the question is all about,
it is not about oil leak somewhere or something else. The question is: can the dealer's
margin be increased? Now, this is a commercial contractual situation between the
OMGC, i.e., the public sector petrol and diesel selling companies and the dealers
whom they employ as part of that contract.

Sir, currently, we have about 90,639 Retail Outlets in the country, out of which
about 81,800 are in the public sector and the other 9000 are in the private sector
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which is mainly Reliance, Nayara, and a few others. These are companies of the
private sector. We have been monitoring this, there are discussions going on between
the OMCs and the dealers. Last time, the dealers' margin were increased in the year
2017. But, at that point of time, they went to court and why did they go to court? |
can read out the amounts to you as to what is the dealers' margin today. Sir, both in
terms of petrol and diesel, still, | think, the OMC dealer margin is higher than the
private sector unit. They went to court because they sought some of the conditions in
the guidelines which had been stipulated that they were somewhat stringent. Sir,
when the dealer margin is raised, one of the conditions that the dealer has to comply
with is to ensure that the wages to their employees are paid according to the
Minimum Wages Act or such acts which are related to their payments. So, the OMCs
won the case in the High Court and then the dealers went up to the Supreme Court,
in 2022. It is sub judice, but, we are encouraging dialogue between the OMCs and the
dealers and we would like them to come to a conclusion so that as what my hon.
Member has said, a reasonable return can be given. But, on global prices, | would
suggest a fact check. Sir, we are in a situation where we were able to control prices
because the hon. Prime Minister reduced excise on two occasions which brought
down the price per litre by Rs. 13 and Rs. 16 on Petrol and Diesel, respectively. Sir,
VAT reduction in BJP States was even more. Unfortunately, not all the other States
complied. In one of the States, recently, they raised the prices. | am referring to a
particular State in the South. | am not taking any name. So, | thank you for the
question, it gave me an opportunity to reply in a more wholesome manner.

MR. CHAIRMAN: Now, fourth supplementary, Ms. Dola Sen. ...(Interruptions)...
Mr. Rajiv, if you are not satisfied, take recourse to rules. Ms. Dola Sen, nothing else
will  go on record. ...(/nterrupt/ons)... Madam, put your supplementary.
...(Interruptions )... Nothing else will go on record.

MS. DOLA SEN: Sir, we all know that when internationally the cost of crude oil and
natural gas decreases a lot, then the cost over here, in our country, of petrol, diesel
and natural gas is increasing day-by-day in the last ten years. Is it not the Union
Government, dH TMH ¥ Tied © 3R SIS Sid 4 99d & Sir, how it will be
justified by the Union Government ? T&ITH H311 St &I TTRET &I, T 89 YBN <+ dTad]
g, oY e |I8q - 911, 89 VBN o1 918d & 1 2013 H SRRl R e
RS 3T B DI 3.73 YL.UH. SleR AT 3R 2023 H 2.53 Y.UH. SlolR &1 75 ol I8
9gd B 81718 21 R, 2013 H Uah 19 RYeISR &1 ST 410 U AT iR 374T....(ae™)...
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MR. CHAIRMAN: Please put your supplementary.

Gl Srett A: 319 I8 I 2 fb HHl RAcier BT DA 803 B, 703 BUY 3R H4l-
B4 1,000 BY W BT 21 ...(AUM)... a¥ 2013 H RS AIA b FHIC BT JoYUIH
105 .U, SleR At 3R 31T HH BIdR 77 .U, SloRk g5l I8 98d PH 8l 75 ol
Ifdh=T ST9 USTel BT ST 74 27 2013 H, 3714} 2023 H 100 BT 14T

MR. CHAIRMAN: Hon. Member, what is your supplementary ?
Gl ST 9 3R SISTel S 52 21, T8 g hR 100 Bl T

MR. CHAIRMAN:: Your supplementary question, please.

G SIet A : B A H3] Sf SHD] SRS BT ?

SHRI HARDEEP SINGH PURI: Sir, | would also like to thank the hon. Member for this
qguestion. Before | give a specific response to her, let me say that the price of crude,
internationally, is not something we determine. We consume something like 5.33
million barrels a day.

MR. CHAIRMAN: No. Hon. Minister, she says that price of crude 10 years ago was
low. That is her question. | don’t know what the correct situation is.

SHRI HARDEEP SINGH PURI: | am coming precisely to that. Please indulge me. | will
come precisely to that. Sir, the price at the retail point is determined by, first,
international price, the cost of insurance, the cost of freight, then we have dealer’s
margin, refining cost, etc. | am giving you two years reference period between
November, 2021 and April, 2024. Why | am doing this is because we have prices
available. In India, the price of petrol came down by 13.65 per cent and on diesel it
came down by 10.97 per cent.

Sir, in France, Germany, ltaly, Spain, UK, Canada and the USA, the increase
has been like this — France 22.19 per cent in petrol; Germany 15.28 per cent; Italy
14.82 per cent; Spain 16.58 per cent. Sir, these are published international figures of
prices. ...(/m‘erru,oz‘/ons)...Now, what happens, Sir, is that selectively or at random
some figure is taken from the past to misrepresent the reality. ...(/m‘errupz‘/ons)...Let
me tell you, in the last two years, in the year 2021-22 when there was economic
lockdown, because there was no economic activity, the price of crude came down to
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USS 19.56 per barrel. After the economic activity resumed, it went up to US$ 128.
Now, the issue is: The Oil Marketing Companies, as good corporate citizens, were
taking losses. That is why we had a situation. ...(Interruptions )... Sir, the question is
on petrol and diesel. But, she had also asked a question on Ujjwala. | am very happy
to reply that question also. Sir, the issue is this. Today, we have 32.5 crore
connections of domestic LPG. Out of it, 10.38 crores connections are under Ujjwala.
You look at what we had in 2014 and where we have reached. ...(Interruptions)...
Sir, due to high import price of LPG, our OMCs took a loss of Rs. 28,000 crores. We
compensated them Rs. 22,000 crores. | am very happy, if the figures you have in front
of you are not the correct ones, we are ready to supply them. But, Sir, these are the
global figures. These are not the figures that we have concocted.

371 Fyererer HHAR: AT TS, AU 31 YR U= I8+ Bl AR [T, 59 o7y
§ 3UBT Igd-9gd MHRI §| HBIGd, H T & AEgH q A Ugiierdd ud
T icres IRF HAT I A ST Are ] § 6 aar a8 99§ o wRd W Ugifei™ SdTel,
USTer 3R SISTel B DIHd ToId! 9l SR [T gfeee <=1 &l Jor § Il 87

MR. CHAIRMAN: It is same as Ms. Dola Sen’s question.

SHRI HARDEEP SINGH PURI: Sir, | am always looking at you for indication. | thought
you were giving me less time. So, | will answer it now.

MR. CHAIRMAN: No, hon. Minister. When the House is in order, you look at the
other side. When the House is slightly agitated, you look at me.

SHRI HARDEEP SINGH PURI: Sir, when the House is in order, look at the other side
also. Sir, the hon. Member has again asked a very pertinent question on prices. The
prices of petrol and diesel in our immediate neighbourhood are significantly different
from what they are in India. | will take the case of Pakistan, Bangladesh, Sri Lanka
and Nepal. And, | will take, as a reference period, again November, 2021. It is
because that is the date when hon. Prime Minister reduced Cess. And, he did so
again in May, 2022. The price in Delhi, for the sake of India, came down, in this three-
year period, by 13.65 percent. On diesel, it came down by 10.97 percent. In Pakistan,
the price has gone up by 44.98 per cent on petrol and 43.65 per cent on diesel. In
Bangladesh, 22 per cent in petrol and 40 per cent in diesel; in Sri Lanka, 75.5 per
cent in petrol and 142.91 per cent in diesel; in Nepal, 31.08 per cent in petrol and 35.7
per cent in diesel. These are percentage increases in prices. Now, anyone familiar
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with the situation in the immediate neighbourhood of India -- | don’t want to name it;
they are on western front -- they have to close the electricity supply at 8 o’clock in the
evening because there is shortage of energy supply. So, in our period, during the last
ten years of hon. Prime Minister’s regime, we have ensured total availability ; there has
never been any shortage. There may be local factors somewhere on account of
floods, etc. We have ensured affordability. The prices have actually come down
during this period. We also ensure sustainability. Our bio fuel blending has gone up
from 1.4 per cent to 15 per cent. We want it 20 per cent. And, we want it 25 per cent
by 2030. So, Sir, this is the situation on the ground. | think, we can draw some
satisfaction from the fact that we have been able to navigate global uncertainity and
turbulence. We are reasonably confident that going forward we will do the same.

MR. CHAIRMAN: Question No. 64 — Shri Vikramjit Singh Sahney.
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