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ONGC Execs for Privatising Oil PSU

Oppose giving prime gas
fields to pvt cos, say it's
better to sell 18% stake to
meet disinvestment target

Press Trust of India

New Delhi: The government should
privatise ONGCratherthan give away
its prime producing oil and gas fields
to private companies “for a song and
bleed the PSU to death”, say company
executives.

Selling just 18% out of the govern-
ment’s 68.07% shareholding in Qil and
Natural Gas Corp (ONGC) will fetch
over ¥41,000 crore at current market
price, many times more than the in-

vestment commitment it may get from
givingaway 60% in 11identified oil and
gas fields of the company, they said.

A cross-sectionof ONGCemployees,
officials and executives expresseddis-
may at the move by Directorate Gene-
ral of Hydrocarbons (DGH) to hando-
ver 11 of the company’s fields inclu-
ding Kalok, Ankleshwar, Gandhar
and Santhal — the big four oilfields in
Gujarat, to private sector on grounds
of raising output. “If they think
ONGCisinefficient,the companysho-
uld be privatised. The proposed appro-
ach will only drive the company
which is India’s most profitable PSU,
the AirIndiaway,” one of them said.

Cutting governmentstake tojust one
share less than 50% would give go-
vernment enoughrevenuestomeetits
disinvestment target as well as bring
in “an efficient private sector mana-
gement”, hesaid.

India has 0.3% of world’s oil and gas
reserves but produces 0.6% of global
output, with ONGC accounting for the
bulk of it, another official said. He so-
ught to debunk the theory that since
the recovery at the state-owned firm's
fieldsislow;itwarrantsinvolvementof
private sector in raising production.

ONGC, officials said, has maintai-
ned production levels despite most of
its prime fields being in production
for decades and natural decline set-
ting. “Petroleum minister Dhar-
mendra Pradhan has been touting at
public forums ONGC’s ‘'stagnant’ pro-
duction being on the rise,” one of
themsaid.

Another official said that if drop in
production is a criterion for getting
so-called experts for raising produc-
tion, easternoffshore KG-D6gasfields
in Bay of Bengal and Barmer oilfields
in Rajasthan arethefit case.
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Privatise ONGC, selhng 18% can fetch 41k cr

NEW DELHI: The govern-
ment should privatise ONGC
rather than give away its prime
producing oil and gas fields to
private companies “for a song
and bleed the PSU to death’, say
company executives.

Selling just 18 per cent
out of the governments 68.07
per cent shareholding in Oil
and Natural Gas Corp (ONGC)
will fetch over 41,000 crore at
current market price, many
times more than the invest-
ment commitment it may get
from giving away 60 per cent in
11 identified oil and gas fields
of the company, they said.

Speaking on the condition
of anonymity, a cross-section of
ONGC employees, officials
and executives expressed dis-
may at the move by Directorate
General of Hydrocarbons
(DGH) to handover 11 of the
company's fields including
Kalok, Ankleshwar, Gandhar
and Santhal — the big four oil-
fields in Gujarat — to private
sector on grounds of raising
output.
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“If they think ONGC is
inefficient, the company should
be privatised. The proposed
approach will only drive the
company, which is India's most
profitable PSU, the Air India
way, one of them said.

Cutting government stake
to just one share less than 50
per cent would give govern-
ment enough revenues to meet
its disinvestment target as well
as bring in “an efficient private
sector management’, he said.

India has 0.3 per cent of
world's oil and gas reserves but
produces 0.6 per cent of glob-

al output, with ONGC account-
ing for the bulk of it, another
official said.

He sought to debunk the
theory that since the recovery
at the state-owned firm's fields
is low, it warrants involvement
of private sector in raising pro-
duction.

ONGC, officials said, has
maintained production levels
despite most of its prime
fields being in production
for decades and natural
decline setting. “Petroleum
Minister Dharmendra
Pradhan has been touting at

pubhc forums ONGC's ‘stag-
nant’ pmductmn being on
the rise,” one of them said.

Another official said that if

drop in production is a crite-
rion for getting so-called
experts for raising production,
eastern offshore KG-D6 gas
tields in Bay of Bengal and
Barmer oiltields in Rajasthan
are the fit case.

These fields are just 8-10
years old but have seen con-
siderable drop in production,
he added.

Natural gas output from
the biggest gas field in the
KG- Dé block is one-tenth
since global major BP Plc
came on board nearly seven
years back, he said.

Another official cited the
example of Panna/Mukta and
Tapti oil and gas fields in
western offshore, which was
taken away from ONGC in
the 1990s and given to Enron
Corp and Reliance Industries.

Atter Enron's bankruptcy,
the fields were first operated
by BG Group of UK and now

under Royal Dutch Shell but
the pmductmn has only fall-

en, leading to the p'ntnus
deciding to relinquish one of
the fields, he said.

The DGIT wants private
companies take 60 per cent
stake in producing oil and gas
fields of national oil compa-
nies, ONGC and OIL, with
the view that they would raise
production above the baseline
estimate.

As many as 15 fields —
11 of ONGC and tour of il
India Ltd (OIL) — with a
cumulative in place reserve
of 791.2 million tonnes of
crude oil and 333.46 billion
cubic metres of gas have
been identified.

Another executive said
the concept of the fields being
given to ONGC on nomina-
tion basis is “flawed” as what
the company got was barren
piece of area where it invest-
ed capital, without seeking
any budgetary support, to
discover oil and gas and pro-
duce from them. PTI
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"Privatise ONGC, selling
18% can fetch Rs 41K cr’

NEW DELHI: The govern-
ment should privatise ONGC
rather than give away its prime
producing oil and gas fields to
private companies "for a song
and bleed the PSU to death",
say company executives.

Selling just 18 per cent out
of the government's 68.07 per
cent shareholding in Oil and
Natural Gas Corp (ONGC)
will fetch over Rs 41,000 crore
at current market price, many
times more than the invest-
ment commitment it may get
from giving away 60 per cent in
11 identified oil and gas fields
of the company, they said.

On the condition of ano-
nymity, a cross-section of
ONGC employees, officials and
executives expressed dismay at
the move by Directorate Gen-
eral of Hydrocarbons (DGH)
to handover 11 of the com-
pany's fields including Kalok,
Ankleshwar, Gandhar and San-
thal - the big four oilfields in
Gujarat, to private sector on
grounds of raising output.

"If they think ONGC is
inefficient, the company should
be privatised. The proposed
approach will only drive the
company, which is India’s most
profitable PSU, the Air India
way," one of them said.

Cutting government stake
to just one share less than 50
per cent would give govern-
ment enough revenues to meet
its disinvestment target as well
as bring in "an efficient private
sector management’, he said.

India has 0.3 per cent of
world's oil and gas reserves
but produces 0.6 per cent of
global output, with ONGC
accounting for the bulk of it,
another official said. He sought
to debunk the theory that since
the recovery at the state-owned
firm's fields is low, it warrants
involvement of private sector in
raising production.

ONGC, officials said, has
maintained production lev-
els despite most of its prime
fields being in production for
decades and natural decline
setting. "Petroleum Minis-
ter Dharmendra Pradhan has
been touting at public forums
ONGC's 'stagnant’ produc-
tion being on the rise," one of
them said. Another official said
that if drop in production is a
criterion for getting so-called
experts for raising produc-
tion, eastern offshore KG-D6
gas flelds in Bay of Bengal and
Barmer oilfields in Rajasthan
are the fit case.

These fields are just 8-10

years old but have seen consid-
erable drop in production, he
added. Natural gas output from
the biggest gas field in the KG-
D6 block is one-tenth since
global major BP Plc came on
board nearly seven years back,
he said. Another official cited
the example of Panna/Mukta
and Tapti oil and gas fields in
western offshore, which was
taken away from ONGC in the
1990s and given to Enron Corp
and Reliance Industries.

After Enron's bankruptcy,
the fields were first operated
by BG Group of UK and now
under Royal Dutch Shell but
the production has only fallen,
leading to the partners decid-
ing to relinquish one of the
fields, he said.

The DGH wants private
companies take 60 per cent
stake in producing oil and gas
fields of national oil compa-
nies, ONGC and OIL, with
the view that they would raise
production above the baseline
estimate. PTI
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‘Don’t let ONGC
20 Air India way’

New Delhi, Dec. 3: The
government should priva-
tise ONGC rather than
give away its prime pro-
duecing oil and gas fields
to private companies “for
a song and bleed the PSU
to death”, say company
executives.

Selling just 18 per cent
out of the government's
68.07 per cent sharehold-
ing in ONGC will fetch
over 41,000 crore at cur-
rent market price, many
times more than the
investment commitment
it may get from giving
away 60 per cent in 11
identified oil and gas
fields of the company,
they said.

Speaking to PTI on the
condition of anonymity, a
cross-section of ONGC
employees, officials and
executives expressed dis-
may at the move by Direc-
torate General of Hydro-
carbons (DGH) to han-
dover 11 of the company’s
fields including Kalok,
Ankleshwar, Gandhar and
Santhal — the big four oil-
fields in Gujarat, to pri-
vate sector on grounds of
raising output.

“If they think ONGC is
inefficient, the company
should be privatised, The
proposed approach will
only drive the company,
which is India’s most prof-
itable PSU, the Air India
way,” one of them said.

Cutting the government
stake to just one share less
than 50 per cent would
give the government
enough revenues to meet
its disinvestment target
as well as bring in “an
efficient private sector
management”, he said.

India has 0.3 per cent of
world’s oil and gas

If they (the gov-

ernment) think

ONGC is ineffi-
cient, the company
should be privatised. The
proposed approach (to
give away prime oil and
gas fields to private
firms) will only drive the
company, which is India’s
most profitable PSU, the
Air India way

— OFFICIAL

reserves but produces 0.6
per cent of global output,
with ONGC accounting
for the bulk of it, another
official said.

He sought to debunk the
theory that since the
recovery at the state-
owned firm's fields is low,
it warrants involvement
of private sector in rais-
ing production.

ONGC, officials said,
has maintained produc-
tion levels despite most of
its prime fields being in
production for decades
and natural decline set-
ting. “Petroleum minister
Dharmendra Pradhan has
been touting at public
forums ONGC's ‘stagnant’
production being on the
rise,” one of them said.

Another official said
that if drop in production
is a criterion for getting
so-called experts for rais-
ing production, eastern
offshore KG-D6 gas fields
in Bay of Bengal and
Barmer  oilfields in
Rajasthan are the fit case.

These fields are just 8-10
years old but have seen
considerable drop in pro-
duction, he added.

— PTT
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ONGC executives favour
privatisation of the PSU

PRESS TRUST OF INDIA
EW DELHI, 3 DECEMBER

The government should pri-
vatise ONGCrather than give
away its prime producing oil
and gas fields to private com-
panies “for a song and bleed
the PSU to death”, say com-
pany executives.

Selling just 18 percent out
ofthe government's 68.07 per
cent shareholding in Oil and
Natural Gas Corp (ONGC)
willfetch over Rs 41,000 crore
atcurrentmarketprice, many
times more than the invest-
mentcommitmentit may get
from giving away 60 per cent
in 1lidentified oil and gasfields
of the company, they said.

Speaking on the condi-
tion ofanonymity, a cross-sec-
tion of ONGC employees, offi-
cials and executives expressed
dismay at the move by the
Directorate General of Hydro-
carbons (DGH) to hand over

11 of the company’s fields,
including Kalok, Ankleshwar,
Gandhar andSanthal - the big
four oilfieldsin Gujarat, topri-
vate sector on grounds of
raising output.

“If they think ONGC is
inefficient, the company
shouldbe privatised. Thepro-
posed approach will only
drive the company, which is
India's most profitable PSU,
the Air India way,” one of
them said.

Cuttinggovernment stake
to just one share less than 50
per cent would give the gov-
ernment enough revenues to
meet its disinvestment target
aswellas bring in “an efficient
privatesector management”,
he said.

India has 0.3 per cent of
world's oil and gasreserves but
produces 0.6 per cent of glob-
al output, with ONGC account-
ing for the bulk of it, another
official said.

He sought to debunk the
theory that since therecovery
atthe state-owned firm’s fields
is low, it warrants involve-
ment of private sector in rais-
ing production.

ONGC, officials said, has
maintained productionlevels
despite mostofits prime fields
being in production for
decades and natural decline
setting. “Petroleum minister
Dharmendra Pradhan has
been toutingat public forums
ONGC's "stagnant” produc-
tionbeingontherise,” one of
them said.

Another official said that if
dropin production is a crite-
rion for getting so-called
experts for raising produc-
tion, eastern offshore KG-D6
gas fields in Bay of Bengal and
Barmer oilfields in Rajasthan
are thefitcase.Thesefieldsare
just 8-10 years old but have
seen considerable drop in
production, he added.
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ONGC staff says sell stake in_firm but not olfields

New Delhi: The government
should privatise ONGC rath-
er than give away its prime
producing oil and gas fields to
private companies “for a song
and bleed the PSU to death”,
say company executives.
Selling just 18% out of the
government’s 68.07% share-
holding in Oil and Natural
Gas Corp (ONGC) will fetch
over Rs 41,000 crore at cur-
rent market price, many
times more than the invest-
ment commitment it may get
from giving away 60% in 11
identified oil and gas fields
of the company, they said.
Speaking to PTI on the
condition of anonymity, a

cross-section of ONGC em-
ployees, officials and execu-
tives expressed dismay at the
move by Directorate General
of Hydrocarbons (DGH) to
handover 11 of the compa-
ny’s fields including Kalok,
Ankleshwar, Gandhar and
Santhal - the big four oil-
fields in Gujarat, to private
sector on grounds of raising
output.

“If they think ONGC is
inefficient, the company
should be privatised. The
proposed approach will only
drive the company, which is
India’s most profitable PSU,
the Air India way,” one of
them said.

Cutting government
stake to just one share less
than 50% would give govern-
ment enough revenues to
meet its disinvestment tar-
get as well as bring in “an
efficient private sector man-
agement”, he said.

India has 0.3% of world’s

oil and gas reserves but pro-
duces 0.6% of global output,
with ONGC accounting for
the bulk of it, another offi-
cial said.

He sought to debunk the
theory that since the recov-
ery at the state-owned firm’s
fields is low, it warrants in-
volvement of private sector
in raising production.

ONGC, officials said, has
maintained production lev-
els despite most of its prime
fields being in production for
decades and natural decline
setting. “Petroleum Minister
Dharmendra Pradhan has
been touting at public fo-
rums ONGC’s ‘stagnant’ pro-

duction being on the rise,”
one of them said.

Another official said that
if a drop in production is a
criterion for getting so-called
experts for raising produc-
tion, eastern offshore KG-D6
gas fields in Bay of Bengal
and Barmer oilfields in Ra-
jasthan are the fit case.

These fields are just 8-10
years old but have seen a con-
siderable drop in produc-
tion, he added.

Natural gas output from
the biggest gas field in the
KG- D6 block is one-tenth
since global major BP Plc
came on board nearly seven
years back, he said. — PTI
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Jet fuel, natural gas may
come under GST soon

18% tax rate, no surcharge would be beneficial to airlines and fliers

NireHAY Kumar &
SUBHASH MNARAYAN

New Dethi

VIATION tur-
bine fuel or
ATF and natu-
ral gas are likely
to be among the
irst set of petro
products to be included in
the goods and services tax
(GST) ahead of an earlier
agreed schedule.

Sources said the ministry
of petroleum and natural
gas has already put a request
for their inclusion in the in-
direct tax system and the fi-
nance ministry is studying
whether the proposal could
be placed before the GST
Council at an early date.
The next meeting of GST
Council is slated in January.

As part of its efforts to
build consensus with states

WIN-WIN SITUATION

u The ministry of petroleum and natural gas has already
put a request for their inclusion in the indirect tax system

m The finance ministry is studying whether the proposal
could be placed before the GST Council at an early date

m The inclusion of jet fuel would allow airlines to take
input tax credit on the GST paid, thus bringing down the

effective cost

on GST launch, the Centre
had earlier decided o ex-
clude five petroleum prod-
ucts — crude oil, petrol,
diesel, ATF and natural gas

— from the list of items
placed under GST, but in-
cluded products such as
cooking gas, kerosene and
naphtha in the new regime.

A member of the council
had earlier told Financial
Chronicle that though pe-
troleum products were not
kept out of GST, its inclusion
in the regular tax system
may have to wait at least for
a year by when the revenue
impact of GST would be bet-
ter known.

“ATF would be the first
among petro products still
outside GST (to come un-
der the indirect tax
regime). Inclusion of natu-
ral gas could be next or may
be done simultaneously
with ATE" said a finance
ministry official privy to the
development.

The inclusion of jet fuel
would allow airlines to take
input tax credit on the GST
paid, thus bringing down
the effective cost,

Tumta P10
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Inclusion of gas won’t pose challenge to

GST Council

from P1

Similarly, GST levy on nat-
ural gas would help state-
run oil companies such as
ONGC, 10C, BPCL and
HPCL to save tax burden to
the tune of Rs 25,000 crore
as they would get credit on
taxes paid for inputs and
services. Tax credits are not
transferable between the
two different taxation sys-
tems.

Experts said that ATF
price would come down if it
is kept in the 18 per cent
GST bracket and no other

surcharge is levied. Lower
fuel cost would mean ticket
prices going down for air
travellers. It will benefit
corporate travellers the
most as they would be able
to claim credit on GST paid
besides their effective tax
rate also coming down.

As fuel accounts for
nearly 30-40 per cent of an
airline’s operating cost, its
addition into GST would
bring significant gain for
the sector. Besides improv-
ing the bottomline of air-
lines, it will also give major
boost to the government’s

carries high profit margins

ambitious plan to enable
every common man to fly by
providing air travel at af-
fordable price.

“Corporate  travellers
would be able to take credit
of GST paid on air travel.
For them, apart from lower
ticket price, the effective
GST rate would also come
down. Overall, it would be
beneficial both for airlines
and air travellers,” said
Anoop Kalavath, senior di-
rector at Deloitte India.

He noted that the poten-
tial benefits are based on
the assumption that ATF is

Earlier, oil

placed under 18 per cent
tax bracket and no other
surcharge is levied. Also,
airlines are allowed to take
input tax credit.

Kalavath added that
while most other sectors of
the economy have got rid of
the cascading effect of taxa-
tion the airline sector con-
tinues to bear it,

Two senior airline exec-
utives claimed that ATF
price in India is the highest
among the neighbouring
aviation hubs such as
Dubai and Singapore.

The retail price of ATF

minister

of oil companies, an excise
duty of 8.24 per cent by the
Centre and sales tax levied
by various states ranging
from 4 per cent to 30 per
cent. The average of state
sales tax stands at around
22 per cent.

Inclusion of gas would
not pose a challenge for the
GST Council as it is largely
an industrial  product
where a switchover to new
taxation would not be diffi-
cult. The revenue implica-
tion for the states is also low
as regards this switchover.

Dharmendra Pradhan had
also made a strong case for
inclusion of natural gas in
GST. He is also in favour of
bringing other petro prod-
ucts under GST gradually.

Ficei has also pitched for
the inclusion of natural gas
in the new indirect tax
regime so as to help pro-
ducers contain cost and aid
in moving towards a gas-
based economy.

Gas sales, including
CNG and piped gas sup-
plies, attract VAT ranging
from 5-12 per cent.
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Indian Oil Corp
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State Bank of India

Tata Motors
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BPCL

HPCL

ONGC

Coal India
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Power Finance
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Syndicate Bank
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DGH selloff

push set to

leave ONGC
with dud fields

Sanjay.Dutta@timesgroup.com

New Delhi: A proposal being
considered by the oil ministry
to privatise 11 prime fields of
state-run ONGC will strip the
company of its family silver
and saddle India’s flagship ex-
plorer with mature blocks nea-
ringtheendof their productive
lives. It will also result in new
prospects that will need huge
investments todevelop.

The proposal — inspired by
case studies from Nigeria,
Mexico, Iraq and Egypt — has
demoralised ONGC's technical
and scientific officers who ha-
ve, through their association,
appealed to the PM to stop the
move. All serving and former
executives TOI spoke to rejec-
ted these examples, saying dis-
coveries in those countries we-
remade by forelgn companies.

In contrast, ONGC made the
discoveries and started produc-
tion from “just parcels of land™
the government had given to it
— when ONGC was a commis-
sion and not corporation — for
exploration when no foreign ex-
plorer would look at India.
Enown as ‘nomination fields’,
these account for 69% of India's
crude and 75% of gas output.

“ONGC is among the few in
the world to maintain and reju-
venate fields that are three deca-
des old. It seems DGH (Directo-
rate General of Hydrocarbons)
is ignoring failures of private
players to push privatisation of
ONGC’s flelds. What is DGH
prescribing for RIL's KG-Dé6fleld
where production stands at a
tenth in less than a decade in spi-
te of having BP as parmer? Or
Cairn India’s Barmer block
whereoutputhas dropped4% in
201516?" a senior executive said.

All executives were recepti-
ve to technical partnership. “By
DGH’s own admission, tech can
be inducted and government's
objective of raising production
can be met without ceding ow-
nership of flelds. Why then this
stress on privatisation?”

For fullreport, log onto
e timesofindia.com
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© HINDUSTAN PETROLEUM RATING: UNDERPERFORM

Aweak Q3 tobea
reminder of earnings

risks

While refining margins
may firm up in remaining
winter months, sharp fall
in auto fuel margins are a
cause for alarm; EPS likely
to fall 21% over FY17-19e

REFINING MARGINS MAY firm up in the re-
maining winter months but we are more
alarmed by the sharp fall in auto fuel market-
ing margins in India since early November.
We expect this torecover in 2H Dec but the
weak 3QFY18 should still be a reminder of
HPCL's earnings vulnerability. With refining
tailwinds alsolikely to ease in 2018-19E,we
expect EPS to fall 21% in FY17-19E even as
capex rises leaving return ratios lower and net
gearing higher. Maintain Underperform.

Refining

Firm exports from China/US/India have
weighed on regional diesel cracks despite
hopes of firmer demand from higher global
economic growth. Still, we expect cracks to
firm up in December and re-grade premiums
to sustain (as Chinese exports ease), but
Q3FY18 benchmark refining margins may
still be softer g-o-q (currently tracking
50.7 lower).

Tracker

Our tracker for HPCL is also trending
$0.6/bbl g-0-q lower, hurt also by lower
base-oil, bitumen and FO cracks. Still, we
model realised core margins rising q-o-q

Polls may be a headwind: three large states elections
due in 2018 with union elections due in 2019

P state elections

Petrol price (RHS)
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recognising one-offs cited by HPCL in 20
(bitumen off-take issues) but firmer Middle
East crude prices as Saudi reverses its OSP
discounts to Dubai /Oman leave scope for
downside surprises.

Auto

Itis the 80% (¥1.5-2.1/1) fall in diesel/petrol
marketing margins, though, that has caught
us more by surprise Retail prices have lagged
international pricessignificantly for these fu-
els since 7 Nov, leaving margins even lower
than opex turning Ebitda here negative.

Core EPS

still, even if oil prices stay firm post the
30-Nov OPEC meet, we expect margins to
catch-up normal levels over 2H Dec post the
Gujarat assembly elections but 3Q is still

likely to be a soft quarter with core EPS likely
to fall 31% g-o-q, in our estimates to near 3-
year lows.

Jul 15 Apr'ls Jan'l7 Oct'17

Jul*'18 Apr'l9 Jan ‘20

EPS
We factor the weak 30Q to cut FY18E EFS by
500, but still bel FY18-20E cons EPSis 10-20%

toohigh. Lower refining margins (mix, OSP,less
benign global balances in 2018-19)and onlya
gradual increase in auto fuel margins (weest.
5.7% CAGR) are likely reality checks.

Cashflow
Indeed, we expect EPS to fall 21% inFY17-

19E even as Hindustan Petroleum hikes
capex, esp. in refining,where likely benefits
are 3-4 years away. Meanwhile, negative FCF
may leave net gearing higher and return ra-
tios lower. The $6.6 bn Rajasthan refinery
(74% owned, $ 1.6 bn equityoutlay) mayonly
accentuate these headwinds.
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Valuation/Risks

Maintain Underperform with a 380 PT
(SOTP). Higher margins are the key upside
risk but favourable corporate action during
its strategic sale may unhinge share prices
from fundamentals.

—JEFFERIES
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US Shale Eases into Detente as
Opec Extends Supply Cut

Reversing from combative style in recent years, US shale producers applauded
Opec'sdecsion to extend output cuts until the end of 2018

Ernest Scheyder

Vienna: US shale oil producers
and Opec appear to have called a
truce of sortseven thoughthereis
nosignthe US industry will do
anything to help reduce the global
oil supply glut.

US producers applauded Thurs-
day’sdecision by the Organization
of the Petroleum Exporting Coun-
tries (Opec)and non-Opec pro-
ducers led by Russia to extend
output cutsuntil the end of 2018.

Texas and North Dakota —the
two largest US shale-producing
states— described itasaboon for
their producers. Their apprecia-
tion was in contrast toamore
combative style in recent years,
when shale states seemed torelish
openly bashing the group.

“Now that it seems pricesare
lookingto stabilise with this Opec

deal around $60 (per barrel), I

think that’s going to be a verynice

price environment for folks
around the state,” Ryan Sitton,
oneof three commissionerson the

Texas Railroad Commission, said

in aphone interview from Austin.

The commission regulates the

Texas oil industry, which pumps

over3 million barrels per day,

more than some Opec members.

Sitton forecast output would grow

by an additional 2million barrels

perday withina decade.

Unlike the last Opecmeetingin
May, when frustration with shale
producers hoiled overintopublic
view more than once, members in
Viennathis week took amore
conciliatory tone.

“Shale isan important param-
eter,and complementingtothe
production of theworld,” UAE
energy minister Suhail al-Maz-
rouitold reporters on the side-

lines of thetalks. “Wecannot
ignore it, but we need to apply the
right weight for that contributor
without exaggerating the effect if
it.”

Tommy Nusz, chief executive of
North Dakota shale producer
Qasis Petroleum, told Reuters
Opecmembers “have demon-
strated that they have a difficult
timeunderstanding the USshale
plays, butI suspect that is improv-
ing.” Onereason forthe changein
Opec’stonemaybea greater
confidence that USshale pro-
ducerswill never be able tomatch
its clout especially with the global
appetite currently growingby
some 1.5 million barrels per day
(bpd). Opec supplies roughly a
third of the world’s crude. US
antitrust law prevents US pro-
ducers from joining the group.
“Therewasalot of fear-monger-
ing about shale before 2017. The

contribution by shale in 2017 (to
global oil supply) will be manage-
ableand quite moderate” and
shouldbe the same in 2018, Saudi
energyminister Khalid al-Falih
said in Vienna. Some members
noted that optimistic output
forecasts haverarely heen met.
USshale production had been
expected to grow roughly 1 million

barrels per day last year, but
managedonly torise by about half
that, Kuwaiti oil minister Essam
al-Marzougq said. “They havea
limited quantity that theycan
grow in,” hesaid.

PRODUCTION LEAPS
Evendatafromthe USEnergy
Information Administration on

Thursday showing oil production
rose 3% in Septemberto nearly
9.5million bpd, for arise of more
than 25% so far this year, failed to
dampen themood.

Thejump surprised markets
and highlighted how quickly
shale producers haveresponded
torising prices with higher pro-
duction, following a pattern that
has dogged the oil industry
throughoutitshistory Nearlyall
of theincreases in US oil produc-
tion inrecent years have come
fromshale, which in total ac-
counts for nearly two-thirds of
thenation’sexisting output. Scott
Sheffield, executive chairman of
Pioneer Natural Resources Co,
oneof thelargest producersin
the Permian Basin of Texasand
New Mexico, thelargest US oil-
field, said extra cash from higher
prices should go toshareholders,
not fresh drilling. — Reuters

ET ARCHIVES
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Govt may allow petroleum coke only in
sectors that absorb sulphur emissions

AMITAY RANJAN
NEW DELHI, DECEMBER 3

THE CENTRE plans to allow the
use of petroleum coke only in sec-
tors thatabsorb the sulphuremis-
sions in the manufacturing
process and is workingonincreas-
ing the customs duty on the fuel
todiscourage its imports.

“As far as domestically pro-
duced pet coke is concerned, its
utilisation should berestricted to
industries where sulphur is ab-
sorbed in the manufacturing
process (for example cement in-
dustryand gasification plants) and
not released in the atmosphere,”
aninter-ministerial commitee
headed by petroleum minister
Dharmendra Pradhan decided
lastmonth.

“The Ministryof Environment
& Forests will evolve a suitable
mechanism toimplement this re-
striction. The Ministry of
Petroleumn & Natural Gas willis-
sue advisory to the refineries to
adhere to these restrictions and
sell pet coke to prescribed indus-
trial units,” the Committee de-
cided on November 21.

PradhanonSaturday said that
various stakeholder ministries
were working out a policy to put
curbs for reduding the importsas
well as its end-use. The rationale
for opposing a blanket ban im-
posed by the Supreme Court on
the use of pet cokein four statesis
a cost benefit analysis by the pe-

CURBS POLICY IN
THE WORKS

i PetroleumMinister
Dharmendra Pradhan
onSaturday said that
various stakeholder
ministries were
waorking out a policy to
put curbs for reducing
the imports as well as
its end-use

troleun ministry which said that
its domestic usage could not be
stopped because its storage ordis-
posal (following a prohibition)
would create “a bigger environ-
mental problem”,

Environment ministry too
supported the regulation of do-
mestic petcoke toindustries like
cement and pet coke gasification
which resulted in “minimal pol-
lution impact™ but said that
while its use in big industries
could be monitored through
emission standards, enforce-
ment in others was “a challeng-
ing task”,

The panel said that industries
using pet coke may shift to alter-
native fuels considering that state-
run refineries were making plans
to use domestic pet coke-for-gasi-
fication, a project that Reliance
Industries Ltd pumped in $4.6bil-
lionto convert its captive pet coke
into synthetic gas.

The bottom-of-the-bamrel fuel
is widely used by cement, paper,
brick kiln, chemicals and textile
industries. The apex court last
month imposed a generic banon
theuseof pet coke and furnace oil
in Rajasthan, Uttar Pradesh and
Haryanaand later refused to liftit.
The two fuels have been banned
inDelhisince 1996.

Aslor thebanonthe importof
pet coke, the committee was of
the view that this was possible
only if its use was completely
banned in the country. "It may not
be WTO compliant if the import
is banned but its use in the coun-
try is permitted,” commented the
Directorate General of Foreign
Trade (DGFT).

Onealternative was toimpose
a higher customs duty —within
the bound rates—on theimports
to discourage the import of the
fuel, it said. The DGFT would be
asked to frame the nomms for re-
stricting the imports.

Importof pet coke has been
growing and jumped from 3.3
milliontonnes in2012-13 to 144
millionin2016-17when total na-
tional consumption hit 23,25 mil-
lion due to relative high heat value ]
and cheaper availability.

The November 21 meeting
was called after the Prime
Minister's Office directed min-
istries to consider steps to curb
pollution, induding advanang BS-
VI fuel introductiondeadline and
banning the importof petcoke, a
refinery byproduct.
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Crude oil casts a shadow
on Dalal Street

Inthe past, every major market correction has been preceded
by higher crude oil prices and vice versa

KRISHNA KANT & SAMIE MODAK
Mumbai, 3 December

he recent weakness on
T Dalal Street has raised

fears of crude oil’'s adverse
impact on Indian equities. The
benchmark Nifty 50 index is
down 3.2 per cent from the life-
time high it hit on November 3.
In the same period, Brent crude
oil is up 1.9 per cent and hit a
new 52-week high. This also sug-
gests the Indian markets are
now struggling to hit fresh highs
as oil prices inch up. In stock
market parlance, every rally is
being sold into by long-term
investors, creating fear of a
major market correction if oil
prices rise any further or if the
news cycle worsens.

“Higher crude oil prices are
negative for the Indian economy
in general and the equity market
in particular by way of its adverse
impact on corporate earnings.
Lower crude oil prices since 2014
hasbeen a bonanza for the Indian
economy and corporates and
there is a fear of this now going
away,” says G Chokkalingam,
founder and managing director,
Equinomics Research & Advisory.

Historically there is a nega-
tive correlation between inter-
national crude oil prices and
Indian equity markets. For
example, the big market crash
in 2008 when the benchmark
index more than halved in less
than a year after hitting a life-
time high in early 2008, was pre-

ceded by a period of rising crude
oil prices. Brent crude oil
touched an all-time high of near-
ly $140 a barrel in the middle of
2008 after rising all through
2007 and early 2008. Similarly,
the post-Lehman crisis recovery
in equities commenced within
weeks of crude oil prices crash-

PHOTO: iSTOCK

ing to nearly $40 a barrel in
December 2008. The recovery
was interrupted as crude oil
prices began to spike beginning
early 2010. (See adjoining chart).

The current rally, which has
seen the benchmark index near-
ly double from the lows of June
2011, has been accompanied by a
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NIFTY VS BRENT CRUDE OIL

it pushes up energy and
raw materials cost. For

140 12,000 example, the country's top
Brent Crude (RHS) listed companies are esti-

110 %—0‘7 — 9,500  mated to have saved near-
ly%151akh crore in the last

80 2 1 1000 few years on account of
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e i 4 4,500 energy costs, boosting
20, Nifty 5 00 their profits by nearly 40
Dec 2006 Dec1,2017 ' per cent during the peri-

Source: National Stock Exchange, Bloomberg

steady fall in crude oil prices
from their highs in June 2014.
The current calendar year has
been one of the few in recent
years when both equity and
crude oil did well. The Nifty 50 is
up 24 per cent during the cur-
rent calendar year while crude
oil prices are up 15 per cent dur-
ing the period.

Experts attribute this to the
inverse relation between crude
oil prices and India’s macroeco-
nomic ratios. Higher oil prices
translate into bigger fiscal and
current account deficits that
puts pressure on rupee-dollar
exchange rates, hurting foreign
portfolio investment in equity
markets. At the corporate level,

Data compiled by BS Research Bureau

od. Nearly 80 per cent of
these gains accrued in the
last three years when oil
prices began to decline, begin-
ning June 2014. Even a partial
roll-back of these gains would
be negative for corporate earn-
ings, going forward.

Bulls however see a cap on
crude oil limiting its adverse
impact on the Indian economy
and markets. “If oil prices do
spike, you can see more drilling
in US and Russia of shell oil
which will offset the price rise. It
can go to $70 or $75 due to cost
inflation but $100 seems hard
unless there is some epic geopo-
litical shock hitting supply from
a major oil producer,” says
Andrew Tilton, chief Asia-
Pacific Economist, Goldman
Sachs.
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Int1 Day of Persons with Disabilities:

No PSU, Govt dept qua

ARCHANA JYOT! B NEW DELHI

Prime Minister Narendra
Modi may have been
emphasising on making the
society ‘inclusive’ by empower-
ing people with disabilities
(PwD) in sectors like education
and employment, but much to
the embarrassment of the
Government, no Public Sector
Unit (PSU) or the Central
Government department has
qualified for the national award
announced on International
Day of Persons with Disabilities
on Sunday here.

At the ‘National Award for
Divyangjan, 201 7" event organ-
ised on the occasion of the
World Disability Day, which
was inaugurated by President
Ram Nath Kovind, the catego-
ry ‘Award for best employers
and placement officer/agency’
drew blank as the selection
committee did not recommend
any name for the slot,

T'he category had three sub-
categories including
Government organization and
PSU/autonemous/local gov-
ernment body which went
blank. However, Karnataka-
based IBM India Pvt Ltd and
Indore-based Apna Sweets
owned by ene Shri Prakash
Rathore walked away with the
award under the third sub-cat-
egory-Private/Non
Governmental Organisation.

Similarly, no placement offi-
cerfagency in autonomous gov-
ernment organization/ PSU was
selected for the prestigious
award while in the private/NGO

sector, Telangana-based
YOUTH4JOBS FOUNDA-
TION and Devnar Foundation
for the Blind in Secunderabad
bagged the award.

States, except a few too
seems to be apathetic to the
need of the people with dis-
abilities. None won the award
under “The best state channel-
izing agency of National
Handicapped Finance and
Development Corporation’ slot,
Similarly, the selection panel
could not tind any website of the
government departments and
PSUs which could be declared
as ‘best accessible website!

However, among the States,
Chhattisgarh bagged the ‘best
state in promoting empower-
ment of persons with disabili-
ties” while award for the out-
standing work in the creation of
barrier-free environment for
the PwD’ went to  Mahesh
Chandra Chaudhary, Collector
and District Magistrate,
Jabalpur and District Project
Office, Sarva Siksha Abhiyan,
Srikakulam while
Mahakaleshwar  Mandir
Samithi, Shri Mahakal Mandir
Prabandh Samitee, Ujjain
received award among local
bodies in the country.

Individuals were also rec-
ognized for their courage and
determination, overcoming their
limitations. Acid attack victim,
Yasmeen Manushree(Delhi),
Vijay Kumar Rajsoni
(Rujnsﬂmn), Samir Surendera
kumar Kakkad (Gujarat),
Chumki Data (Orissa) all suf-
tering with locomotor disabili-

ity for award

ties, NK Chokalingam (TN)
and Dr. Shruti Hora,
(Chandigarh) both visually chal-
lenged, were among those who
got the Best Employee award tor
disabled people 2017.

Samarthanam Trust, an
NGO from Karnataka not only
got award for ‘An organization
providing holistic comprehen-
sive services to the persons
with disabilities in a compre-
hensive manner, its one of the
former player whom it had
supported, Shekhar Naik, for-
mer Captain of Indian Blind
Cricket team was also among
one of the awardees.

Every year, the Ministry of
Social Justice and Empowerment
presents National Awards to
Individuals, institutions, organ-
isations, state/district etc for
their outstanding achievements
and work done towards empow-
erment of PwD.

“The Government has
enacted laws for the empower-
ment, inclusion and main-
streaming of differently-abled
persons. No Divyang person
should be evaluated by his or
her physical ability, but by his or
her intellect, knowledge and
courage,” Kovind said while
congratulating the winners of
the award.

The Modi Government has
been launching several initia-
tives in the past three years.
After Accessible India, it has
launched- Inclusive India - to
include differently-abled per-
sons in mainstream education,
employment and community
opportunities.
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Govt gave more
than 8.5 cr new
gas connections,
says Pradhan

PNS B GANDHINAGAR

nion  Minister for

Petroleum and Natural
Gas Dharmendra Pradhan on
Sunday said in the three and
half years, Modi Government
gave more than 8.5 crore new
gas connections across the
nation.

Addressing a press-con-
ference at BJP Media Centre in
Ahmedabad, Pradhan took a
potshot at opposition Congress
saying that from 1955 to 1995
total 13 crore gas connections
were given by different gov-
ernments, mostly ruled by the
Congress.

“CONGRESS
LEADERS WERE
QUESTIONING
MODI MODEL OF
DEVELOPMENT.
THIS IS THE
DEVELOPMENT
MODEL OF MODI
AND BJP”

==Dharmendra Pradhan
|

He also claimed that with-
in couple of months every
household in poll bound
Gujarat would have gas con-
nections. “Congress leaders
were questioning Modi Model
of Development. This is the
development model of Modi
and BJP he said, adding that
against the national average of
76 per cent gas connections,
only 27 per cent gas connec-
tions had been given in Amethi
constituency from where three
generations of Nehru-Gandhi
family elected over past
decades.

PIONEER, Delhi, 4.12.2017
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