he Ministry of Power, Energy
Tand Mineral Resources

(MPEMR) has recently an-
nounced a noble Automated Pricing
Policy for liquid fuel. From now on
price of liquid fuel shall be auto-
matically adjusted every month
based on the global price of liquid
fuel adding the associated cost of
import and transportation and a
profit margin of fuel distribution
companies. There may be some dis-
cussions about various costs. Oth-
erwise, the fixation of price on a
given formula will indicate the lig-
uid fuel market. The end users, in-
dustry planners, and investors can
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make plans and projections. It
would be more appropriate if such
a policy could be worked out and
administered by the Bangladesh En-
ergy Regulatory Commission
(BERC). In a country where public
and private companies exist in busi-
ness and trading, the regulator is
the independent authority dealing
with such activities. The BERC ear-
lier announced a policy and for-
mula for adjusting the price of LPG
based on the Contract Price (CP) of
LPG every month announced by
Saudi ARAMCO, and it is so far
working well. Now it needs to be
observed how the market responds

to the newly announced liquid fuel
pricing policy.

Summary of Automated Pricing
The gazette notification of the auto-
mated pricing policy was issued on
29 February 2024, stating that the au-
tomated pricing formula will be ap-
plicable for petroleum products like
diesel, kerosene, petrol, octane, and
other products of different grades. It
also stated that if Bangladesh Petro-
leum Corporation (BPC), a state-
owned enterprise deems it suitable, it
can apply the formula to other prod-
ucts that it markets. This pricing for-
mula of adjusting the price of liquid
fuel with the global market price
came into effect in March 2024. Cost
components of imported diesel and
diesel refined at ERL from imported
crude oil will also be included in the
automated pricing formula an-
nounced for diesel and kerosene.

Pricing formula for diesel and
kerosene

Automated Selling Price (H) = Price
of commodity (A) + Import duty,
advance income tax (AIT), Vat at
import stage (B) + Operational ex-
penses (C) + Financial, Administra-
tive, Maintenance cost (D) + BPC
margin € + Vat at sales (F4) + Sales,
distribution cost (G)

Considering the costs of imported
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Govt Reduces
Fuel Prices

he price of diesel and kerosene

have been reduced by 75 paise
per liter, octane by Taka 4 and
petrol by Taka 3 respectively,
according to the energy and mineral
resources division gazette
notification issued on Mar 7.

Now the price of diesel and
kerosene will be Tk. 108.25 per liter,
while the price of octane will be
Taka 126 and petrol Taka 122
which will be effective from
tomorrow.

The government will adjust the price
of the fuel every month in
accordance with the price of the fuel
in the world market.

If the price of fuel goes up in the
world market, it will be increased
in the country. Besides, if it will

refined octane, its price will be deter-
mined using the following formula:

Automated price of Octane (H) =
Commodity price (A)+ Import duty,
Advance Income tax, VAT at source
(B) + Operational expense (C) + Fi-
nancial, administrative and mainte-
nance cost (D)+ BPC Margin (E) +
Alpha (a) +VAT (F) + Distribution and
sales cost (G)

Octane and Petrol are mostly used in
private transport and as such are con-
sidered luxury commodities. The unit
cost of octane now is Tk 21.00 per
liter higher than diesel. In the for-
mula, a factor “a” has been included
to ensure that the difference in the
price of octane remains at least TK 10
higher than diesel.

All the elements of cost have been in-
cluded in the formula. But it will de-
pend on how accurately and
transparently these are calculated. Op-
erational, maintenance, and adminis-
trative costs will largely depend on
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decrease in the world market, it
will be decreased according here,
said the notification.

It is noted that although the price of
the fuel was adjusted in the country,
diesel is currently being sold at Tk.
133.57 per liter (92.76 Rupee or 1
rupee = Tk. 1.44) and petrol is being
sold at Tk. 152.68 per liter in

how efficiently the SOEs and compa-
nies are operated and how transpar-
ently the costs are calculated. The
EMRD or MPEMR has developed and
announced the policy all right, but this
must be enforced by an independent
authority like the BERC. There are con-
cerns among experts that the BPC and
marketing companies are not being
operated efficiently. There are allega-
tions of poor governance and misman-
agement in project management. The
projects got delayed and costs in-
creased. In such a situation, managing
enforcement and compliance with the
policy by the ministry will be a con-
flict of interest. The benefits of auto-
mated fuel pricing will not be properly
realized. The BERC must manage and
administer the pricing following the
announced policy.

The price of petroleum products in
Bangladesh so far remained adminis-
tered and controlled by the govern-
ment. There was no option to do that
for a developing economy as
Bangladesh is a net importer of crude

| -

Kolkata, India, which is Tk. 24.57
and Tk. 27.68 higher than
Bangladesh.

Earlier, State Minister for Power,
Energy and Mineral Resources
Nasrul Hamid said the government
will adjust fuel prices every month
on the basis of the fuel price in the
global market. EP|

oil and almost exclusively relies on
the global market for the price of pe-
troleum products. Bangladesh has
only one refinery which also relies on
imported crude. Recently some mini
refineries have been set up for refining
condensate. The market of petroleum
products has expanded significantly
as Bangladesh's economy transitioned
from a least developed country to a
developing economy. Various global
developments kept the global fuel
market volatile. It has created huge
challenges for Bangladesh's economy
to pay a substantial amount of subsidy
in managing the business of the SOEs
in the power and energy sector. An-
nouncing the automated pricing pol-
icy is the right move. Hope, the
government lets an independent au-
thority administer the policy to estab-
lish transparency and accountability
of the enterprises involved in fuel sup-
ply chain management. =3
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