MINT, Delhi,

27.7.2024

Page No. 18, Size:(12.92)cms X (11.79)cms.

PSU refiners plot
joint energy hunt

Move to increase bargaining power, avert competition

Ritura Baruah

-riturai.baru.ah@livemint‘com
NEW DELHI

ndia’s state-run companies
scouting the globe for long-
term energy supplies are wak-
ing up to the power of joint
negotiation.

Public sector units (PSUs) in oil
refining will increasingly teamup to
negotiate oil and gas supplies from
abroad, two people aware of the
plans said, in a departure from the
existing practice of negotiating sep-
arately. The joint negotiations are
expected to improve their bargain-
ing power, and ensure that they

don’t compete against each other

forthe same contracts and drive up
prices.

“The requirement for supplies
should be looked at as that for the

FORWARD TOGETHER

India is the third largest importer of oil and gas and meets about
85% of its energy requirement through these.
Oil (in MMT*) LNG (in MMSGM“J_

FY23

*MMT: million metric tonne; ** MMSCM: milfion metric standard cubic meﬁ?ﬁ;}{;ﬂ toJune
@@= Source: Petroleum Planmng & Analysis Cell

only the quantum would differ. The
government is encouraging this

Indian market as a whole. Prices,
discounts and other preferential
terms are expected to be the same
forall the publicsector companies;

TURN TO PAGE 14
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trend of holdingjoint negotia-
tions by the Indian compa-
nies,” said one of the two peo-
plementioned above, both of
whom spoke on condition of
anonymity.

The energy companies
would sign separate contracts
with the supplier, but the
termsof the deals are expected
to be same,

Queries mailed to Indian Oil

Prashant Vasisht, senior
vice-president and co-group
head of corporate ratings,
ICRA Ltd said: “Indiaisa large
consumer of oil and gas and
hasa major say in the market.
If Indian companies come
together for long-term con-
tracts, it would add more heft
tothetalks. So, far thishasnot
been a common practice and
everybody has been scouting
for term contracts individu-
ally. Whenever these compa-

Corp. Ltd, Bharat nies come
Petroleum Corp. The energy together, they
Ltd, Hindustan companieswould Wwouldhave much
Petroleum Corp. sign separate more bargaining
L GAlLande - contract withthe  Pover i hsot
try remained tSl:rli’.'P"efl';:l? Utdthaels He furthersaid
unanswered till efMmsolthede that in the case of
press time. maybethesame ;| companies

There has e, may be able to get

already been a

step in this direction: On 5
July, Mint reported that Indian
Qil Corp. Ltd (I0CL), Hindu-
stan Petroleum Corp. Ltd
(HPCL) and Bharat Petroleum
Corp. Ltd (BPCL) are jointly
negotiating with Brazil's Pet-
roleo Brasileiro SA (Petrobras)
for long-term crude oil sup-
plies. Going ahead, such nego-
tiations will be the norm.

better deals on
credit and discounts as in the
case of Russian oil, and in the
case of liquefied natural gas
(LNG), they may be able to
sweeten the pricing formula.
In May, Union petroleum
minister Hardeep Singh Puri
had told reportersthat domes-
tic oil marketing companies
should come together to nego-
tiate long-term contracts.
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NEW DELHI

PNGRB raises
petroleum
product
pipeline tariff

In a big boost to com-
panies such as Indian Qil
Corporation (I0C) and
Reliance Industries Ltd,
the oil regulator on Friday
announced an upward
revision in tariff for pipe-
lines that transport petro-
leumn products like petrol
and diesel. The Petroleum
and Natural Gas
Regulatory Board
(PNGRB) indexed tariffs
for legacy pipelines at 75
per cent of the basic rail-
way freight plus a one-
time escalation of 17 per
cent and a 3.4 per cent
annual escalation from the
2025-26 fiscal, according
to a statement issued by
the regulator.
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Govt to reassess interest of
bidders in SCI, BEML, others

Concor, BPCL On Backburner; IDBI Sale Likely In FY25: Dipam Secy

Surojit Gupta & Sidhartha | Tun

New Delhi: Govt will reassess
interest from bidders in a
clutch of public sector compa-
nies that were to be privatised,
including Shipping Corpora-
tion and BEML, but Concor
and BPCL arenolonger on the
table for now, a top official said
on Friday.

Tuhin Kanta Pandey, se-
cretary in the department of
investment and public asset
management (Dipam), also sa-
id data room access would be
given to IDBI Bank bidders af-
ter RBI sentits “fitand proper”
assessment, as reported first
by TOI last week, and govt ho-
pes to complete the sale by the
year-end. “Wewillundertakea
review of all the transactions,
which are pending, whether
bidder interest will continue,”
Pandey told TOI in an intervi-
ew,addingthatentitiessuchas
HLL and NMDC Steel are also
inthelist.

Transactions, such as

HLL & NMDC STEEL ALSO ON THE LIST

> No target has been
fixed for raising revenues
from disinvestment or
privatisation

» The receipts budget for
2024-25 puts the figure
under miscellaneous
capital receipts

> Besides Shipping

selloff list

financial bids would
be available. It is in
a fairly advanced
stage. Early next .
month, we can start
virtual data room

Corporation and BEML, access

entities suchas HLLand ~ —Tuhin Kanta

NMDC Steel arealsoon ~ Pandey |
DIPAM SECY

On IDBI Bank sale

We will make substantial
progress. We hope that

Shipping Corporation and
BEML, have been in the pipeli-
ne for almost four years and
their fate remains uncertain.

Concor and BPCL sale
had been put off due to oppo-
sition from railways and pet-
roleum ministries.

“I won't really conjecture
at this stage. Our effort will be
to see that they are successful-
ly done. The plan has not been
shelved,” the secretary said

when asked whether privati-
sation plan for these compani-
es had been put off.

He said transactions,
which are in an advanced
stage and had moved ahead
with bidders and due dili-
gence underway, would be ta-
ken up. Finance minister
Nirmala Sitharaman had
told TOI in an interview that
govt will honour the plans
that have been approved.

Pandey is confident about
the IDBI Bank transaction,
which has been pending for a
significant period, going thro-
ugh probably in the current
year. “We will make substanti-
al progress. We hope that fi-
nancial bids would be availab-
le. It is in a fairly advanced sta-
ge. Early next month, we can
start virtual data room ac-
cess,” said Pandey.

Govt has also moved away
from fixing any target for rai-
sing revenues from privatisa-
tion and steered clear of men-
tioning disinvestment or pri-
vatisation in the Budget docu-
ments. The receipts budget for
2024-25 puts the figure under
miscellaneous capital rece-
ipts. Pandey said that on asset
monetisation, NHAIwasquite
active and had raised signifi-
cant amounts but railways
was not found to be that active.
The ministry of tourism is
working on a PPP model for
Hotel Ashoka in the national
capital, hesaid.
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® MOVETO SPUR INVESTMENTS

Regulator revises
tariff policy for
petro pipelines

To rely on independent
criteria, instead of
railway freight linkage

ARUNIMA BHARADWAJ
New Delhi, July 26

THE PETROLEUM AND Natural
Gas Regulatory Board (PNGRB) on
Fridayannounced anindependent
criteria fordetermining tariffs for
the petroleum product pipeline
owners in the country, replacing
the current method based on
railway freight.

The moveis intended to encour-
age investmentsin infrastructure,
accordingto the Board,

“This was really required by the
industry because the railway freight
itself was not increasing whereas
the cost for pipelines, be it man-
power, operational cost, or utility
cost, was increasing,” said Sanjay
Sah, Partner, Deloitte India.

“Now, more capex can come in,
more pipelinescanbeset upand the
movement of petro products via
road and in railways will also decline”

The new tariff should be deter-
mined based on the Discounted Cash
Flowmethodthroughconsideration
of areasonablerate of return.

Anil Kumar Jain, chairperson,
PNGRB, said that this reform aims
to provide the financial stability
and attractiveness needed to
boost pipeline infrastructure
growth in India.

“By prioritising pipelines, the
most efficient transportation
mode, this initiative will helpalle-
viate road congestion, minimise
accident risks, and reduce pollu-
tion fromroad transport,"he said.

Healsohighlighted that thenew
tariffs will benefit consumers by
offering a more economical alter-
native to road transportation for
moving goods, enablinga more effi-
cient future for petroleum trans-
portationin India.

Currently, the Board classifies
petroleum product pipelines in
three categories — non-bid
pipelines commissioned before
the notification of PPPLtariff reg-
ulations 2010, non-bid pipelines
commissioned after the PPPL tar-
iff regulations 2010, and bid-out
pipelines authorised prior to
PNGRB Amendment in PPPL
authorisation Regulations, 2023,

“Currently the product pipeline
tariffis linked to the railway freight
charges. We want to offer them new
formula, like forgas pipelinetariffs’a
memberof the Board had earfier told
FE.“Werealise thatwhoever is putting
apipeline should get some moneyand
get somereasonable returns”

The Board member had noted
that railway freight charges don’t
change much often and stagnant
railway tariff has resulted in main-
taining pipeline tariff constant
although  the operational

FINANCIAL EXPRESS

EADTO LEAD

M The new tariff should be
determined based on the
Discounted Cash Flow
method through
consideration of a
reasonable rate of return

® Railway freight charges
don't change much often
and stagnant rallway
tariff has resultedin
maintaining pipeline
tariff constant

expenses of running the pipelines
have increased.

Under the new regulations, in
the case of bid-out pipelines, the
transportation tariff for thefirst ten
years of operation is as quoted by
the authorised entity.

“These companies were losing
money. They were not getting ade-
quate returns at all. Now, theywill get
anassuredreturnand willhelp them
positively. Consumers maybear the
brunt ofthisincreasealitiebit inthe
shortertermbut the supplywill also
become consistent,”Sah said.

For petroleum product pipeline
commissioned before the notifica-
tion tariff regulations in 2010,
transportation tarifffor petroleum
products (other than LPG) shall be
75% of basicrailway freightand for
LPG 100% of basic railway freight
with a one-time escalation of 17%
effective from the date these regu-
lations come into force till March
31,2025,

Thereafter, FY25 onwards, an
annual escalation at 3.4% shall be
considered based on compound
annual growth rate of the WPI
{wholesale price index) of ten years
on rolling basis unless there is
change in the said WPI by 0.5% on
eitherside.

Additionally, these pipelines
have been provided with a one-time
option to get the tariff determined
based on Discounted Cash Flow
method through consideration ofa
reasonable rate of return, in case
they incurcapex onitsreplacement,
expansion or augmentation.

Forthe pipelines commissioned
after the tariff regulations of 2010,
the transportation tariff shall be
determined based on the DCF
methodology with 120 post tax
returns on capital employed over
economic life of the pipeline simi-
lar to the methodology of natural

gas pipelines.

Sat, 27 July 2024
https://epaper.financiales
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Oil regulator raises petroleum
product pipeline tariff

In a big boost to companies such as Indian Oil Corporation (10C)
and Reliance Industries Ltd, the oil regulator on Friday announced
anupward revision in tariff for pipelines that transport petroleum
products like petrol and diesel. The Petroleum and Natural Gas
Regulatory Board (PNGRB) indexed tariffs for legacy pipelinesat75
per cent ofthe basic railway freight plus a one-time escalation of
17 per centand a 3.4 per centannual escalation from the 2025-26
fiscal, according to a statementissued by the regulator. PTl
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‘Financial bids for IDBI Ban

The disinvestment of IDBI Bank is gaining pace, says TUHIN KANTA PANDEY, secretary,
Department of Investment and Public Asset Management (DIPAM), and financial bids for the
bank could be called before the end of this financial year. In a conversation with

Harsh Kumar and Shrimi Choudhary in New Delhi, he says the government is more in favour
of a calibrated strategy rather than setting a big-bang target. Edited excerpts:

‘What is the status of IDBI Bank
disinvestment?

I think it (clearance from the Reserve
Bank of India) will be there any
moment. We are in a position to start
due diligence and private data room
access shortly (this will allow
bidders to obtain detailed
financial information about
the company). Further, much
will depend on how potential
bidders would look at it. We
should have the bids before

the end of this financial year. PANDEY

Secretary, DIPAM

Could we see more ofa
minority stake sale instead of a big-
ticket disinvestment?
Yes, that could be more in sync with a
calibrated strategy. This is to ensure
that state-run firms continue to create
value and wealth. And it is difficult to
envisage a good value-creation model
unless and until we bring the stock
markets in. External accountability in
the form of market accountability
comes in only when it becomes a mar-
ket player. And it becomes a market
player when it is listed, which means
we must disinvest.

Another route is the merger and
acquisition process, which is time-con-

TUHIN KANTA

suming. Besides, it is susceptible to
risk and it may not materialise. And at
the end of the day your bids may fail
and you may have to do the entire
rebidding process, like in the case of
Bharat Petroleum Corporation. If big-
ticket disinvestment hap-
pens, it is fine, but if it does
not happen, you get noth-
ing. The finance minister
has said Cabinet decisions
will be honoured so we will
do it. But there is a practical
realisation that it is not a
“tap approach” -- you just
open the tap and it gets
done. It is about the acquisition of a
company and even private firms’ merg-
er did not work out. But our effort will
be that whatever we have on the table,
we will try to conclude particularly
where we have at least issued an
expression of interest (EOI). In some
cases, we have not been able to issue
an EOI yet.

When can financial bids for Shipping
Corporation of Indiabe expected?

It seems Shipping Corporation of India
Ltd (SCIL) has some documentation
issues. One notable point is that listing
has occurred, so Shipping Corporation

of India Land & Assets Ltd (SCILAL) has
been listed. Consequently, there will be
changes in government documents
because now SCILAL is a separate com-
pany, and many of their leases are in
the name of SCIL. Therefore, all those
leases and other documentation need
to be updated.

This is a critical aspect. In many
public-sector cases, documentation
hasn’t been clear. When they acquired
land, often the leases weren’t in place
— there might just be a letter. At that
time, public-sector investment was
common, so the state government
would simply allocate land with few for-
malities. We're now asking them
to obtain proper documenta-
tion to ensure private-sec-
tor involvement.

The private sector
is particular about
this; they scrutinise
every document
meticulously with )
their lawyers during «
due diligence. We've Y
asked the administra- |
tive ministry along with
their central public-sector
enterprises (CPSEs) to
address these
issues. The

k by FY25-end’

problems have been identified, and
they will be sorted out.

There are a number of public-sector
firms that are yet to be listed. Any plans?
We will see some listing of the sub-
sidiaries of CPSEs. They are not neces-
sarily government companies, but the
companies of public-sector entities. For
example, NTPC Green. The company
has created a lot of green assets and a
subsidiary and put those assets there.
That is a possible candidate. I think it
can come this year.

Will you go slow on a further stake sale
in Life Insurance Corporation?
We keep doing transactions
depending on our opportunities.
Wherever the float is low, we
have to increase it, according to
a Securities and Exchange
Board of India (Sebi) rule. But
when and how much we
don’t want to disclose.

Do you think the qualified
institutional placement (QIP) route is
effective for diluting stakes to fulfil the
minimum public shareholding norms
of Sebi? Does QIP provide a soft
cushion to state-run banks?

There are two key aspects. One is disin-
vestment up to 49 per cent, meaning
the government retains 51 per cent of
the stake. The other is the government
getting out, which means reducing its
stake to less than 51 per cent or getting
out of the company. This is a watershed
moment.

In the first category, listing and other
requirements are necessary. For exam-
ple, bank listing is compulsory. This
means you cannot have a bank now that
is 100 per cent owned by the govern-
ment; 25 per cent must be publicly held.
In fact, in some cases, we are reaching
this threshold because we have to
recapitalise the banks. A reprieve has
been given under the government’s
powers, according to the Securities
Contracts (Regulation) Rules, providing
an extension up to 2026.

©6 VVEWILL SEE SOMELISTINGS ONTHE
SUBSIDIARY SIDE OF CPSEs, WHICH ARE
NOT NECESSARILY OUR COMPANIES,

BUTCOMPANIES OF OUR

PUBLIC-SECTOR ENTITIES"

The issue was that many banks were
actually in the “Minimum Public
Shareholding” zone. Since the govern-
ment had to inject money, no other enti-
ty would have invested in a problematic
bank. Consequently, the government’s
equity has increased. Now, when they
are raising capital through QIP, they can
raise capital whenever needed. Since
they are performing well, investors are
prepared to subscribe to their capital.
QIP is a very good route because banks
are capital-intensive and always require
capital.

One advantage of being listed on the
stock markets is that the government
no longer has to inject money. Instead,
banks have started giving dividends. I
think we are now in a more market-
friendly framework regarding banks.
They are able to raise capital through
QIP, give dividends, and show good
results. Their non-performing assets are
under control. This is essential for a
healthy financial sector.

Interim Budget onwards, there is

no specific disinvestment target...
and itis now part of miscellaneous
capital receipts. But the

¥50,000 crore for FY25 as mentioned,
how you planning to achieve?

It is miscellaneous capital receipts, it
may include wherever we are divest-
ing, or asset monetisation to that
extent, that receipts are accruing to
the consolidated fund. Because entire
asset monetisation may not accrue to
the CFL If you look at the Revised
Estimates (RE) figure, capital receipts
0f%30,000 crore in FY24 include
disinvestment. We collected 16,500
through disinvestment.
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SC ruling deals
afinancial blow
to mining firms

Krishna Yadawv & Naman Sur
NEW DELHI

hursday’s  Supreme
T Court judgement affirm-

ing states’ power to tax
mineral rights and clarifying
thatroyalties paid byminersto
the Centre do not qualify as
taxes may strain work capital
for miners and raise prices of
end products, expertssaid.

In the 25 July ruling, an
eight-to-one decision by CJI
D.Y. Chandrachud-led nine-
judge constitutional bench
upheld that state legislatures
have the power to tax mining
lands and quarries, independ-
ent of the Mines and Minerals
(Development and Regulation)
Act of 1957. The judgement
gives states the authority to
imposeadditional taxesontop
of existing royalties, thereby
increasing the financial burden
on companies operatingin the
mining sector, expertssaid.

“Thejudgment may lead toa
heavy cash outflow for mine

The ruling may lead to a heavy
cash outflow for mine
operators.

MINT

including investmentsin local
communities and environmen-
tal sustainability initiatives.

Moreover, industries like
gas, oiland construction, which
use mineral resources, may
pass on these costs to their
products, thereby increasing
the cost of such products and
services, added Patnaik.

In 2023, Odisha's former
chiefsecretary, P.K. Jena, said
in a statement that the state
carned 350,000 crore inreve-

operators, creat- nue from the min-
ingadisturbance ~ Theapexcourt ing sector in
in working capi- ruling clarified 2021-22, com-
tal. Inthe future,  that royalties paid Ppared to about
Fhere may be by mining 34,900 crore in
;m“’.“ces'c’fo“?r " operatorstothe 20017

apping financial This (citing
obligations, lead- Cen_tre donot Odisha’s revenue
ingto double tax- qualify as taxes from tax) could

ation scenarios
that can burden
mining companies,” said S.R.
Patnaik, partner (head-taxa-
tion), law firm Cyril Amarchand
Mangaldas. “The compliance
burden may increase as this
would require more detailed
accountingand reportingprac-
tices to meet the distinct
requirements fortaxes and roy-
alties.” He said with potentially
highertaxrevenuesfrom min-
ing, states may also demand
more from companiesin terms
of CSR (corporate social
responsibility)  activities,

become a bench-
mark for states,
making it financially challeng-
ing for mining-sector compa-
nies to operate,” said a person
from theindustry on the condi-
tion of anonymity. “The order
has empowered states to exert
more cont ['OI over corpora-
tions, potentially demanding
investmentslike new plant set-
upsinexchange for reduced tax
obligations.”

krishna.yadavalive-
mint.com

For an extended version of
this story, gotolivemint.com
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