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‘HPCL acquisition to shield
against revenue shocks’

hashi Shanker, who
took over charge as Qil
and Natural Gas Cor-
poration (ONGC) as
chairman and manag-
ing director from 1 Oc-
tober 2017, has an experience
of over 30 vears in diverse
Exploration and Production
(E&P) activities. He is cred-
ited with leading the ONGC
drilling of the deepest deep-
water well covering a water
depth of 3174 metre, a world
record. Shanker is also the
director (in-charge) and
member of the High Pow-
ered Steering Committee for
Government’s flagship initi-
ative 'Make-in-India’. During
a recent media interaction
held in Mumbai, he spoke
with DNA Money on a range
of issues affecting the indus-
try in general and ONGC in
particular. Below are the ex-
cerpts.
B Would you consider
Hindustan Petroleum Cor-
poration Lid (HPCL) ‘s ac-
quisition as a huge bur-
den on ONGC’s finances,
specially since its valua-
tion seems to be preitty
high?

There is an impression
this acquisition decision was
thrust on us. That is not the
case. It was announced by
the finance minister in the
Budget and then, they con-
sulted us on what we want.
We chose HPCL after consid-
ering all the pros and cons.
We are confident that we will
be completing the deal before
March-end. Advisors are
working on the amount that

There is an impression this acquisition
decision was thrust on us. That is not the
case. We chose HPCL after considering all
the pros and cons. We are confident that we will be
completing the deal before March-end

needs to be shelled out for
the acquisition.

The real rational behind
the move is the fact there is
fall in revenue in normal
business set up when the
crude prices go down for an
upstream company, and the
revenue rises with the crude

prices’ increase. Inversely,
the revenue for downstream
companies falls when crude
prices surge, while revenue
climb when the crude prices
drop. Therefore, to maintain
abalance and insulate ONGC
from the shocks of fall inrev-
enue, the deal with HPCL is

important. We have around
15 million tonne capacity in
Mangalore Refinery & Petro-
chemcials (MRPL), but we
have no retail presence. How-
ever, HCPL has huge retail
presence with over 14,400
outlets, but does not have
enough refining capacity. So,
there is perfect business
sense in choosing HCPL.

B How is the work at Rus-
sia’s Vankor shaping up
considering the acquisi-
tion has significant stra-
tegic importance to India,
both in terms of augmen-
tation of India’s energy
security and enhancing
the country’s staturein
the global political and
economic arenas.

As you know, Vankor is
the second largest field by
production in Russia - ac-
counts for 4% of Russian
production. It has started
generating revenue result-
ing in addition of 124.61 mil-
lion tonne of oil equivalent
(Mmtoe) of proved and prob-
able (2P) reserves, We expect-
ed production of 4.628 mil-
lion metric tonne (MMT) of
crude and 1.716 billion cubic
metre (BCM) of gasin FY18.
m What is the latest up-
date on Phase-III refinery
expansion at Mangalore
Refinery Petrochemicals
Ltd (MRPL)?

All units under Phase-II1
refinery expansion commis-
sioned as MRPL is producing
Euro IV grade of petrol and
diesel and is equipped for
commercial production of
Euro V. MRPL declared divi-

Vankor has
started

generating
revenue resulting in
addition of 124.61
million tonne of oil
equivalent of proved and
probable reserves. We
expected production of
4.628 million metrie
tonne crude and 1.716
billion cubic metre of
gasin FY18

dend of 60% i.e., Rs 6 per
share amounting to Rs 1,052
crore. To top it, the company
achieved highest revenue of
Rs 5256.6 crore with exports
of Rs 3741.2 crore in FY17.
MRPL is now focusing on ex-
panding its domestic market
presence by direct market-
ing of its products Petcoke,
Sulphur and Polypropylene.
B The government appar-
ently is not happy over the
low yields from the ageing
gas and oil fields and
wants to give them to the
private players in order to
improve their efficiency.
Any comments as to what
kind of arrangement it
will be and how much im-
provement in output is ex-
pected from it?

We have not got any such
proposal. We ourselves are
taking so many modernisa-
tion projects in order to im-
prove the efficiency of these
fields.
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ONGC wants higher
gas price to produce
KG, Kutch discoveries

NEW DELHLI: State-owned Oil
and Natural Gas Corp (ONGC)
has sought more than doubling
of natural gas prices to help bring
significant discoveries in KG
basin and Gulf of Kutch to pro-
duction. Gas discoveries in shal-
low sea off Andhra Pradesh on
the east, and off Gujarat on the
west are economically unviable to
produce at the current govern-
ment-mandated price of $2.89
per million British thermal unit,
a senior company official said.
The company wants a price
of over $6 per mmBtu to help
it produce the gas without suf-
fering any losses. In the absence
of a viable gas price, it will have
to mothball the $1.5-billion
projects, he added. “We have
made representation to the
government that the current
price is not enough to make the
discoveries viable. We have
sought special pricing dispen-
sation,” he said. PTI
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ONGC wants higher gas price to
produce KG, Kutch discoveries

NEW DELHI: State-owned Ol
and Natural Gas Corp (ONGC)
has sought more than doubling
of natural gas prices to help
bring significant discoveries in
KG basin and Gulf of Kutch to
production.

Gas discoveries in shallow
sea off Andhra Pradesh on the
east, and off Gujarat on the
west are economically unvi-
able to produce at the current
government-mandated price of
$2.89 per million British ther-
mal unit, a senior company
official said.

'The company wants a price
of over $6 per mmBtu to help it
produce the gas without suffer-
ing any losses. In the absence of
aviable gas price, it will have to
mothball the $1.5-billion proj-
ects, he added.

"We have made representa-
tion to the government that the
current price is not enough to
malke the discoveries viable. We
have sought special pricing dis-
pensation,” he said.

The BJP-led government in
October 2014 had evolved a
new pricing formula using rates
prevalent in gas surplus nations
like the US, Canada and Rus-
sia to determine rates in a net
importing country.

While prices have halved
to $2.89 since the formula was
implemented, the government
has allowed a higher rate of $

6.3 per mmBtu for gas fields
in difficult areas like deepsea.

The official said the Krishna
Godavari basin block KG-
OWN-2004/1 is in shallow
water and does not qualify as
a 'difficult field'. On the west-
ern side, the block GK-28 in
Gulf of Kutch is a nomination
block which does not qualify
for higher rates, he said.

While the KG block will
produce a peak output of 5.35
million standard cubic meters
per day, the same from Gulf of
Kutch block will be around 3
mmscmd. It would take a min-
imum three years to bring the
gas finds to production.

The combined output
is about 14 per cent of the
ONGC's current output of 60
mmscmd.

"If we don't get the right
price, it will not be possible
for us to develop the two proj-
ects. If we are forced to do

s0, it would be like putting in
huge amount of money without
expecting the same to return,”
the official said.

He said the KG block dis-
coveries are in water depth of
just about 8-meters, develop-
ing which is costly since ultra-
shallow rigs are scarce and
therefore expensive.

ONGC also has a couple
of smaller fields with a total
expected peak production of
1.1 mmscmd, which cannot
viably produce at the current
domestic gas prices.

The official said the com-
pany was in the process of pre-
paring field development plans
for all these fields but will go
slow if the prices are not viable.

For more than a year now,
ONGC has been petitioning
the Oil Ministry for setting a
floor price of at least $4.2 per
mmBtu for domestically pro-
duced natural gas. PTI
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Gas price: ONGC has
sought more than dou-
bling of natural gas prices
to help bring significant
discoveries in KG basin and
Gulf of Kutch to produc-
tion. Gas discoveries in
shallow sea off Andhra
Pradesh on the east, and
off Gujarat on the west
are economically unviable
to produce at the current
government-mandated
price of $2.89 per million
British thermal unit, a
senior company official
said. PTI
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ONGC wants
higher gas price
for KG, Kutch

STATE-OWNED Qil and Natural
Gas Corp (ONGC) has sought
moare than doubling of natural
gas prices to help bring signi-
ficant discoveries in KG basin
and Gulf of Kutch to prod-
uction, reports PTI. Gas disco-
veries in shallow sea offAndhra
Pradesh on the east, and off
Gujarat on the west are econ-
omically unviable to produce
at the current government-
mandated price of $2.89 per
million British thermal unit, a
senior company official said.
The company wants a price of
over $6 per mmBtu to help it
produce the gas without
suffering any losses. In the
absence of a viable gas price, it
will have to mothball the $1.5-
billion projects. “We have
made representation to the
government that the current
price is not enough to make
the discoveries viable," he said.
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KG, Kutch discoveries: ONGC
seeks doubling of gas prlces

ONGC is preparing
development plans
for these fields but
will go slow if
prices not viable

PRESS TRUST OF INDIA
Mew Delhi, November 26

OIL AND NATURAL Gas Corp
(ONGC) has sought more than
doubling of natural gas prices to
help bring significant discoveries
in KG basin and Gulf of Kutch to
production.

Gasdiscoveries in shallow sea
off Andhra Pradesh on the east,
and off Gujarat on the west are
economically unviable to pro-
duceat the current government-
mandated price of $2.89 per mil-
lion British thermal unit,a senior
company official said.

The companywants a price of
over $6 per mmBtutohelp it pro-
duce the gas without suffering
any losses.In the absence of avi-
able gas price, it will have to
mothball the §1.5-billion pro-
jects,headded.

“We have made representa-
tion to the government that the
current price is not enough to
make the discoveries viable. We
have sought special pricing dis-
pensation,’ he said.

The government in October

2014 had evolved a new pricing
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formula using rates prevalent in
gas surplus nations suchasthe
US, Canada and Russia to deter-
mine rates in a net importing
country.

While prices have halved to
$2.89 since the formulawas im-
plemented, the government has
allowed a higher rate of $6.3 per
mmbBtu for gas fields in difficult
areas like deep sea.

The official said the Krishna
Godavari basin block KG-OWN-
2004/1 is in shallow water and
does not qualify as a 'difficult
field' On the western side, the
block GK-28 in Gulf of Kutchisa
nomination block which does
not qualify for higher rates.

While the KG block will pro-
duce a peak outputof 5.35 mil-
lion standard cubic metre per
day, the same from the Gulf of
Kutch block will be around 3
mmscmd. It would take a mini-
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mum three years to bring gas
finds to production.

The combined output is
about 14% of the ONGC's cur-
rent output of 60 mmsemd.

“If we don't get the right
price,itwillnot be possible for us
to develop the two projects. If we
are forced to do so, it would be
like putting in huge amount of
money without expecting the
same to return,” the offidal said.

He said the KG block discov-
eries are in water depth of just
about 8 meters, developing
which is costly since ultra-shal-
low rigs are scarce and therefore
expensive.

ONGC also has a couple of
smaller fields with total expected
peak production of 1.1 mm-
scmd, which cannot viably pro-
duce at the current domestic gas
prices.

The official said the company

was inthe process of preparing
field development plans for all
these fields butwill go slowifthe
prices are not viable.

For more than a year now,
ONGChasbeen petitioning theoil
ministryfor settingafloor price of
at least $4.2 per mmBtu for do-
mestically produced natural gas.

The newformula provides for
revising rates every six months —
on April 1 and October 1, based
on one-year average gas price in
the surplus nations with a lag of
one quarter,

When the formula was imple-
mented, rates went up from $4.2
to $5.05 per mmBtu, but fell to
$4.66 permmBtu in April 2015
and to $3.82inOctoberthatyear.
In2016,the prices further dipped
to $3.06 per mmBtu in April and
to $2.50 per mmBtu in October.
In April this year, prices fell fur-
ther to $2.48 but have risen to
52.89 from October 2017.

Oil minister Dharmendra
Pradhan, in a written reply to a
question in the Lok Sabha on
March 20, had stated that the
cost of production of natural gas
in the prolific Krishna Godavari
basin is between $4.99 and
§7.30 permmBtu.

The same for other basins is
in the range of $3.80 to $6.59 per
mmBtu, he had said, adding the
production costs of companies
vary from field tofield depend-
ing uponthesize of the reservoir,
location, logistics and availability
of surfacefacilities.
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I ONGC Seeks Higher Price
to Produce Gas In KG, Kutch

NEW DELHI State-owned Oiland
Natural Gas Corp (ONGC) has sought
more than doubling of natural gas
prices to helpbring significant
discoveries in KG basinand Guif of Kutch to
production. Gasdiscoveries in shallow sea off
Andhra Pradesh on the east, and off Gujaraton
thewest are economically unviable to produce
atcurrent price of $2.89 per million British
thermal unit, a senior company official said.
ONGC wantsa price of over $6 permmBtu to
help it produce gas without suffering losses.
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Oil & gas producers togainas
cruderises, refiners tobe hit

IAMRITHA PILLAY
Mumbai, 26 November

With the rise in global crude
oil prices, analysts expect oil
and gas producing entities to
gain but refining ones to see
tough times.

In sector jargon, these are
respectively termed upstream
and downstream companies.

Upstream entities hunt for,
find and extract crude oil and
natural gas. Examples are
GAIL, Reliance Industries (RIL)
and Oil & Natural Gas Corp-
oration (ONGC).

The downstream ones
refine and process crude oil or
gas. Examples are the govern-
ment’s three oil marketing
companies (OMCs) — Indian
il Corporation (I0C), Bharat
Petroleum Corporation (BPC)
and Hindustam Petroleum
Corporation (HPC). Some are
inboth; RIL, forinstance, isalso
a refiner.

Prices for the Indian crude

oil basket have moved up in
four months to $61.57 a barrel,
from $48.1, an increase of 28
pet cent.
This, say analysts, will put
the OMCs in atough spot. Since
the prices of petrol and diesel
are decontrolled, the hike here
will be passed on through an
increase in product prices; for
cooking gas, which is con-
trolled, their finances will take
a hit.

Of the three government
OMCs, says an analyst with a
brokerage who wishes to not
be named: “HPC will be hit the
most”. According to an IIFL
research report dated Novem-
ber 22, the company’s share of
earnings before interest, tax,
depreciation and amortisation
(inclusive of pipelines) from
the marketing is the highest
at 60-70 per cent; the other
share of earnings is from the
refining segment. The share
of marketing for the other two
are less than 60 per cent.

Inventory gains could off-
set a small portion of this

CASH-RICH

n Pricesforthe Indian crude
oil basket have moved up
in fourmonths to$61.57a
barrel, from $48.1,an
increase 0f28%

= Accordingto an analyst, of

impact. “On the refining side,
if the price remains firm, we
should be ending with some
inventory gain by the end of
the quarter,” said another ana-
lyst with a domestic broker-

thethree-government
OMGs, HPCwill be hit
the most

= ONGCand Oil India are
expected to be the
main beneficiaries

state-owned oil and gas com-
panies could weaken due to
large downstream capital exp-
enditure and potential con-
solidation. “BPC, HPC and
HPC-Mittal Energy are likely

age. to see an increase in leverage

Amongst the three due to large debt-
OMCs, Indian Qil is Fitch Ratings funded capex,” the
expected tosee better says the agency said last week.
inventory gain. RILis credit metrics It expects down-
also expected to gain  of PSU oil & stream entities’ refin-
here; it will also gain  gas firms ing margins to remain

from its presence in

could weaken

solid overall this

the petrochemical due to large financial year, despite
segment,” said the downstream some compression
analyst quoted earli- capex and from the FY17 levels
er. potential due to slightly higher

The gain, howev-
er, isimmense for the
upstream companies as crude
prices rise. ONGC and Oil
India are expected to be the
main beneficiaries.

According to Fitch Ratings,
the credit metrics of Indian

consolidation

crude prices and taper-
ing product spreads.
“We expect higher gross refin-
ing margins for RIL and BPC,
asaresult of their recently com-
pleted capex programmes.”
GAIL, the natural gas pro-
cessing and distribution com-

s GAILisexpected tosee

short-term gain

n Analystsexpect elections

invarious states overthe
nextyearto influence the
regulatory decisions

pany, is expected to see short
term gain. “Gas prices have nof
moved up quarter on quarter,’|
the second analyst added.
However, these gains mighft
cease once gas prices are revi
sed in March.

In the event of crude prices
seeing an upward trend for a
longer period, analysts say gov-
ernment regulations would be
key. For instance, if the OMCs
are not allowed to pass on the
rise in crude oil prices to end-
customers.

Analysts expect elections
in various states over the next
year to influence the regula
tory decisions. “Private com-
panies in the retail segment
might be hit in the event of
unfavourable regulations,”
says athird analyst with a bro-
kerage.
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ONGC seeks 2X prlce for KG gas

New Delhi: Oil and Natural
Gas Corp (ONGC) has sought
more than doubling of natu-
ral gas prices to help bring
significant discoveries in KG
basin and Gulf of Kutch to
production.

Gasdiscoveries in shallow
sea off Andhra Pradesh on
the east, and off Gujarat on
the west are economically
unviable to produce at the
current government-man-
dated price of $2.89 per mil-
lion British thermal unit, a
senior company official said.

The company wants a
price of over $6 per mmBtu
to help it produce the gas
without suffering any losses.
In the absence of a viable gas
price, it will have tomothball
the $1.5-billion projects, he
added.“We have sought spe-

cial pricing dispensation,”
he said.

The BJP-led government
in October 2014 had evolved
anew pricing formula using
rates prevalent in gas sur-
plus nations like the US,
Canada and Russia to deter-
minerates inanetimporting
country.

While pr]ces have halved
to $2.89 since the formula
was implemented, the gov-
ernment has allowed a high-
er rate of $6.3 per mmBtu for
gas fields in difficult areas
like deepsea. The Krishna
Godavari basin block KG-
OWN-2004/1 is in shallow
water and does not qualify as
a ‘difficult field’.

On the western side, the
block GK-28 in Gulf of Kutch
is a nomination block which
does not qualify for higher
rates, he said. While the KG
block will produce a peak
output of 5.35 million stand-
ard cubic meters per day, the
same from Gulf of Kutch
block will be around 3 mmsc-
md. It would take a mini-
mum three years to bring the
gas finds to production. —PTI
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Saudi oil giant
gearsupfor
$20 bn project:

By Reem Shamseddine
in Dhahran, Saudi Arabia

STATE OIL giant Saudi Aramco and
petrochemical producer Saudi
Basic Industries Corp signed a
memorandum of understanding |
on Sunday to build a $20 billion
complex converting crude oil to
chemicals in the kingdom.

The project, which the partners
said would be the largest crude-
to-chemicals facility in the world,
is a sign that the Saudi govern-
ment plans to spend heavily on
diversifying the economy beyond
crude oil exports.

Private sector investment has
slowed in the last few years
because of low oil prices and gov-
ernment austerity policies, so
Riyadh aims to invest billions of
dollars on developing value-
added manufacturing industries
such as chemicals, as well asserv-
ice industries like tourism.

Aramco Chief Executive Amin
Nasser told reporters that a final
decision on whether to go ahead
with the crude-to-chemicals proj-
ect would be made by the end of
2019. His company was tentatively
looking at the Red Sea port city of
Yanbu, already an industrial cen-
tre, as the location for the project,
he added.

The complex would start opera-
tions in 2025, processing about
400,000 barrels per day of Arabian
Light crude oil to produce about '
9 million tonnes of chemicals and
base oils annually, plus 200,000
bpd of diesel for domestic con-
sumption. '
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Saudi Aramco,
SABICPlan $20b
Oil-to-Chemicals
Complex

Reem Shamseddine

Dhahran: State oil giant Saudi
Aramco and petrochemical pro-
ducer Saudi Basic Industries signed
a memorandum of understanding
on Sunday tobuild a $20billion com-
plex converting crude oil to chem-
icals in the Kingdom. The project,
which the pariners said would be
the largest crude-to-chemicals facil-
ity in the world, is a sign that the
Saudi government plans to spend
heavily on diversifying the economy
beyond crude oil exports.

Private sector investment has
slowed in the last few years because
of low oil prices and government
austerity policies,soRiyadhaimsto
invest billions of dollars on develop-
ing value-added manufacturing in-
dustries such as chemicals, as well
asservice industrieslike tourism.

Aramco chief executive Amin Nass-
er said a final decision on whether to
g0 ahead with the crude-tochemicals
project would be made by the end of
2019. His company was tentatively
lookingatthe Red Sea portcity of Yan-
bu, already an industrial centre, as
the location for the project, he added.

The complex would start oper-
ations in 2025, processing about
400,000 barrels per day of Arabian
Light crude oil to produce about 9
million tonnes of chemicals and
base oils annually, plus 200,000 bpd
of diesel for domestic consumption.
SABIC’s chief executive Yousef al-
Benyan said the project was the first
time that Saudi Arabia’s two biggest
companies were cooperating on a
joint industrial project using a new
technology. Investment costs would
be shared equally.

Aramco, the world’s largest oil com-
pany, has been developing its down-
stream business as it prepares for the
government to sell about 5% of its
shares next year, a privatisation exer-
cise which Riyadh says could raise
around $100 billion.— Reuters



ECONOMIC TIMES, Delhi, 27.11.2017

Page No. 12, Size:(5.27)cms X (17.42)cms.

Oil Options the
Cheapestin3Yrs
With Opec Meet

Approaching

Bloomberg

Betting on price swings in oil
costs the least in three years
before next week's Opec
meeting. Implied volatility of
options on second-month
West Texas Intermediate fu-
tures sank to 20.94% Friday,
the lowest level since October
2014, according to data com-
piled by Bloomberg.
Volatility has been sinking
as futures

move steadily
higher, with
prices  reac-

hing $59 a bar-
rel for the first
impllea time in more
volatliityof  thantwo years.
options on This weekK's

2nd-month  cheap options

sank to
good deal, if
gﬁ;;,‘ the Opec/non-
Opec meeting
next week brings any sur-
prises that send prices gyrat-
ing. Opec and Russia are said
to have agreed on the frame-
work of an extension of the
oil supply cuts beyond
March. But there still are de-
tails to be hammered out.
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Draft NEP to Go for Cabinet Approval

The policy stresseson
making energy prices
market-driven,
reducing subsidies

Yogima.Sharma
@timesgroup.com

New Delhi: A draft national
energy policy proposing alig-
ning energy prices with inter-
national rates will be put up for
the approval of the Cabinet.

If approved, energy prices
across sectors would become
market-driven and subsides wo-
uld belimited to identified bene-
ficiaries wvia direct benefit
transfer, much on the lines of
the LPG subsidy.

In June, government think

tank Niti Aayogreleased a draft
National Energy Policy (NEP),
on which it had been working
since 2015. Prime Minister Na-
rendra Modi had chaired inter-
ministerial consultations on
the policy after the coal mini-
stry expressed reservations
over market-driven prices that
would pose a threat to the mono-
poly and margins of Coal India.

The policy will help India in-
tegrate with the global energy
world without compromising
on the energy needs of the poo-
rest of the poor, who will conti-
nue to get subsidy on all forms of
energy directly into their bank
accounts through direct benefit
transfer (DBT), a senior govern-
mentofficial told ET.

“The outward-looking policy 1s
against any kind of subsidies at
the production and distribution
levels as it distorts the system.
Instead, it has strongly vouched

for DBT as the technological
platform to transfer subsidies to
the poor after the success of
LPG,” the official said, speaking
on thecondition of anonymity.
In its draft policy released in
June, Niti Aayog said India's
energy demand was likely to so-
ar around three times by 2040,
leading to increase in overall

primary energy imports.

It had also made a case for a
single regulator to govern Indi-
a'senergy market to make ‘Indi-
a's economy energy-ready’ by
2040. The NEP will replace the
Integrated Energy Policy of the
UPA regime and lay the road
map for government push to-
wards clean energy and redu-
cingfuel import.

Accordingtothe draft NEF, the
period 2017-2040 is expected to
witness a quantum leap in the
uptake of renewable energy,
drastic reduction in energy in-
tensity, doubling of per-capita
energy consumption and trip-
ling of per-capita electricity
consumption. “It is expected
thatimplementation of theNEP
would cater to wider consumer
choices and provide a level play-
ing field, competitive economy
and energy security to India by
2040," the draft policy had said.
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Oilgiants tobuild $20-bn oil-to-chemicals

complex

REEM SHAMSEDDINE
26 November

State oil giant Saudi Aramco and
petrochemical producer Saudi Basic
Industries signed a memorandum
of understanding on Sunday to
build a $20-billion complex con-
verting crude oil to chemicals in
the kingdom.

The project, which the partners
said would be the largest crude-to-
chemicals facility in the world, is a
sign that the Saudi government

Nasser told reporters that a final
decision on whether to go ahead
with the crude-to-chemicals proj-
ect would be made by the end
of 2019.

His company was tentatively
looking at the Red Sea port city of
Yanbu, already an industrial centre,
as the location for the project,
he added.

The complex would start opera-
tions in 2025, processing about
400,000 barrels per day of
Arabian Light crude oil to produce
about 9 million tonnes of chemicals

plans to spend heavily on diversi- Thenew complex would create an estimated 30,000 jobs and would add
fying the economy beyond crude 1.5per cent to Saudi Arabia’s GDP growth by 2030 and base oils annually, plus 200,000
oil exports. bpd of diesel for domestic

Private sector investment has austerity policies, so Riyadh aims industries such as chemicals,aswell consumption.

slowed in the last few years because
of low oil prices and government

toinvest billions of dollars on devel-
oping value-added manufacturing

first time that Saudi Arabia’s two
biggest companies were cooperat-
ing on a joint industrial project
using a new technology.

Investment costs would be
shared equally.

Aramco, the world’s largest oil
company, has been developing its
downstream business as it prepares
for the government to sell off about
5 per cent of its shares next year, a
privatisation exercise which
Riyadh says could raise around
$100 billion.

The new complex would create
an estimated 30,000 jobs directly
and indirectly and add 1.5 per cent
to Saudi Arabia’s gross domestic
product by 2030, the companies
said. REUTERS

as service industries like tourism.
Aramco Chief Executive Amin

SABIC’s chief executive Yousef
al-Benyan said the project was the



BUSINESS LINE, Delhi, 27.11.2017

Page No. 16, Size:(19.86)cms X (26.26)cms.

Plans expansion
with protectionist
policies as anchor

P MANG)
Murnhal, Movembaor 26
Seven lslands Shipping Ltd,
‘founded by a former ship mas-
ter, is betting on India's vora-
cious appetite for ofl and the
lack of adequate local tonnage
ta carry such cargo for state-
run fiems despite a preference
given to Indian ships, to sell
shares i an initial public of-
fering (IPO) to fund an expan-
sion plan, '

“Indian flagged ships are
not carrying the entire crude
ol imported into India,” said
Captairl Thomas Wilfred Pinto,
58, the Chairman and Man-
aging Director,adding that the
firm has filed a draft pro-
spectus with the market regu-
lator SEB in September.

Indian flag ships moved 13.9
per cent of the 202.9-million-
tonnes (mt) of crude imported
into India in F16, up from 1.5
per cent of the 189.44-mt in
FY-15.

“India ships are running
short. There is a lacuna in the

system. Lot of foreign ships are
carrying our cargo. If we keep
quite, more will come in. We
want to fill the gap and we
found that oil super tanker is
the right segment,” Pinto, who
spent 20 years at sea and an-
other four at Mercator Lid; told
Businessline in an interview.

India has only seven ofl su-
per tankers out of the 43 crude
oil carrirs,

Sharesale

Seven Islands-focussed on the
oil tanker segment - plans to
raise as much as T450 crore
through the share sale, the
first for an Indian shipping
company in 20 vears. The
share sale isexpected to testin-
vestor interest i a sector
battered by the prolonged
global slowdown since 2008,

Nearer home, the industryis
witnessing a shake-out with
the collapse of Prathiba Ship-
ping Co Ltd and the imminent
bankruptcy of Varun Re-
sources Lid, India’s biggest
LPG fleet owner.

The share sale will be split
into two - a fresh issue of
shares worth €200 crore to
fund the acguisition of a

Big potential Indla has only seven oil super—tanké;s among its 43
crude oil carriers, Indian flagged ships do not carry all the crude oil
shipments imported into the country

second-hand, so<alled very
large crude carrier (VLCC) or
oil super tanker. A 15-vear-old
VLCC will cost fess than $30
million in teday’s market,

The 1PO will also include a
Tas0-croge offer for sale by ex-
isting shareholders compris-
ing 125 crore apiece by pro-
maoters and investors,

Promoters currently bold a
73.6 per cent stake in the com-
pany. The USbased private
equity firm Wayzata Il Indian
Ocean Led invested €75 crore
for a 19.3 per cent siake in the
cornpany in June 2015 at 610
per share. The planngd PO will

see the exit of the private

" equity firm, some two vears

eatlier than the routually
agreed exit fime-tine for the
investor,

Modest beginning

Seven [slands, the country's
third biggest crude and
product cagrier by dead
weight tonne (DWT) capacity,
had a modest beginning in
2003,

Starting operations with a
small ship of 7,000 tonnes, it
has expanded to run a fleet of
12 ships comprising two smiall
ships, seven medium range

vessels, two Suezmax tankers
and one VLCC of 300,000
tonnes. Since inception, it has
been a profitmaking com-
pany. [n FE7, it earned €381.39
crore with an EBITDA of
“£205.91 crore and net profitof
106,977 crore,

The company has a debt of
about TiHo crore with a debt-
equity ratioof less than 1,

In ship charter tenderss is-
sued by State-owned oil firms,
an Indian ship has the so-
called right of first refusal to

maich the lowest rate quoted
by a foreign-flag ship and take
the contract, according to
rutles set by the Director Gen-
eral of Shipping, India’s mari-
time regulator, to suppeort In-
dian flagged ships.

Moreover, Staterun oil
firms  transporting ol
products for local use along
the Indian coast have to give
preference to Indian flagged
ships, according to India's cab-
atage law,

“We intend to take advant-

age of the right of first refusal
in crude oil and cabotage for
oil products to acquire more
vessels and increase our mar-
ket share,” Pinto added.
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Centre plans mega port to
cater to PSU oil majors’
$40-b petrochem complex

PARANO)

rumisal November 26

The Centre has flagged off a
techno-economic  feasibility
study to:build a mega port to
cater to the $40 billion west
coast refinery and petrechem-
icals complexbeing planned by
three state-run ofl firms. The
proposed port will come up at
Vijaydurg in  Maharashtra’s
Sindhudurg district -

“We are exploring the feas-
ibility of a refinery-hased gov-
ernment port in Vijaydurg,” [
Jeyakumar, Chairman of Mor-
mugao Port Trust told Busi-
nessiine.

“An in-principle decision has
been taken by the government
in this regard. Already, we have
had advanced level discussions
with the PSU oil refineries. We
have mandated Tata Consult-
ing Engineers Ltd to prepare a
techno-economic feasibility re-
pori oft the proposed.port pro-
ject to help us take a final de-
cision,” jeyakumar added.

Jointventure

The proposed port will be de-

veloped through 2 joint ven-
ture between Mormugao Port
Trust, Mumbai Port Trust and

Maharashtra Maritime Board

(MMB) - the state government

agency tasked with developing

porisin Maharashtra, he said.

Indian Oil Corporation Lid
(10C), Hindustan Petroleum
Corporation 'Ltd (HPCL} and
Bharat Petroleum Corpora-
tion Ltd (BPCL) signed a joint
venture in June this year to
build one of the worlds
largest integrated refinery
and petrochemicals complex
with a capacity of 60 million
tonnes a year. The refinery is
expected to start operations
in2022.

“The proposed refinery is
being developed by govern-
ment, oil PSUs. So, a govern-
mient-run refinery with a gov-
ernment port will be more
ideal. This port will have guar-
anteed cargo and require
huge investments. It5 logical
to have a government porl
whena PStrefineryis coming
so that we will cater not only
to liquid cargo but all other
cargo destined for Kolhapur

and southern Maharashtrare-
gion, The entire area will be
developed under the
Sagarmala’s coastal economic
region. That's the vision of the

government,” Jeyakumar
added.
The refinery-based port

puts a question mark on the
viability of a private port in Vi-
jaydurg that was awarded in
March 2008 to a consortium
led by Bangalore-based
jupiter Capital Pvi Ltd, the ven-
ture devélopment, manage-
ment and investment firm
founded by businessman and
Rajya Sabha law maker from
the BIR, Rajeev
Chandrasekhar.

jupiter Capital was given
the rights to develop and op-
erate the 75-mt capacity pott
for 50 years through the
memorandum  of  under-
standing {MoU) route - with
any competitive bids.

After its original [V partner,
Malaysia-based partner Pem-
binaan Redzai Sdn Bhd pulled
outof the project, Jupiter Cap-
italwas permitted by the MMB
to induct Privilege Hitech Pvt
Lid - a firm owned by Rakesh
Kumar Wadhawan and his
son Sarang, the promoters of
Housing Developmentand In-
frastructure Ltd (HDIL) as a
sirategic fivestor with a 63%
stake in the special purpose
company-Vijaydurg Ports Pvt
Ltd - formed to develop and
operate the port.

Aside the change in the pro-

. moters, the planned port was

hit by a ban on developing
new ports in the Konkan re-
gion between August 2010
and December 2013, delaying
the environment clearance
process and the preparation
of a detailed project report.
The project has since received
the terms of reference for en-
vironment approvals and the
process isunderway,

Atul Patne, CEOof MMB said
that the Jupiter Capital-Priv-
ilege Hitech team has heen
granted a two-year extension
to complete the pre-construc-
vion formalities. “They will
submit environment clear-
ance and go ahead with the
project,” he told Businessline.
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