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ONGCTies Upwith SaudiAramcoto
Supply OIl, Refined Products

New Delhi: ONGC has ente-
red Into a preliminary agree-
ment with Saud! Aramco for
thesupply of crudeoll, refined
products, and petrochemicals.
“The two energy companies
will look Into long-term supp-
ly contracts for the sale and
purchase of crude, refined pet-

roleum and petrochemical
products to create secure and
competitive energy sources
for the Indian market,” the In.
dian state-run firm said in a
statement. ONGCand Aramco
also plan to explore low-car-
bon energy as part of the stra-
teglcalliance. - Our Bureau
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ONGC to invest up to R6,000 crore in its petrochemicals arm Opal via CCDs
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ONGC to invest up to 36,000 crore in
its petrochemicals arm OPaL via CCDs

Kalpana Pathak
kalpana.p@livemint.com
MUMBAI

tate-run Oil and Natural
S Gas Corp. Ltd (ONGC)

willinvest up to 36,000
crore in petrochemicals arm
ONGC Petro additions Ltd
(OPaL) to meet its equity
requirements, a top executive
said.

“We have already got com-
pulsorily convertible deben-
tures (CCDs) in OPaLl. We
would be converting them
into equity worth 36,000
crore,” said Vivek Tonga-
onkar, chieffinancial officer,
ONGC.

OPaL’s net profit during
the second quarter stood at
XL19 billion. The company isa
joint venture promoted by
ONGC and GAIL (India) Ltd,
and co-promoted by Gujarat
State Petroleum Corp. Ltd
(GSPOC).

OPaL has set up a
LI-MMTPA (million metric
tonne per annum) greenfield
petrochemicals complex at
the Dahej SEZ in Gujarat.

ONGC had been planning
toinduct a strategic partnerin

%

OPal is a joint venture promoted by ONGC and GAIL (India) Ltd,
and co-promoted by Gujarat State Petroleum Corp. Ltd. sLoomsere

OPaL for many years, but
due to lack of interest from

sidiary. The company is now
planning to merge OPaL with

investors, the plans were | itself.
shelved. “Merging OPal
Till 2019, ONGCwantedto withONGCisan
ONGC was in jnductastrategic optionanddelib-
talks with Saudi partner in OPaL, erations are
Arabia’s Saudi but due to lack of under process,”
Basic Industries interest from added Tonga-
Corp. (Sabic) - onkar.
and Saudi investors, the Till December
Aramco forsell-  Plans were shelved 2020,0NGC had
ing a 26% stake infused capital in

the form of war-
rants (3,365 crore) and pro-
vided support for CCDs
(7,778 crore), taking ONGC'’s

in OPaL.

The stake sale process did
not go ahead; so, ONGC
decided to make OPaL a sub-

stake to 92% in OPaL with the
company planning to further
increase its equity stake in
OPal.

OPaL, which has a $4.5 bil-
lion petrochemicals project,
began operations in 2016-17
and has been ramping up pro-
duction in phases. OPaL’s
complex houses India’s larg-
est greenfield single-location,
dual-feed cracker unit. The
company primarily manufac-
tures polymer, a chemical
compound used in various
products ranging from tex-
tiles to plastics.

OPal’s petrochemicals
complex s part of the forward
integration plans of ONGC.

The majority feedstock for
OPalL is currently being
sourced from ONGC. The
naphtha requirement is met
by the processing plant of
ONGC at Hazira and Uran.

“Given the increasing
demand for petrochemicals,
we see contribution from pet-
rochemicals to increase (in
ONGC'’s topline). We may
integrate OPaL into ONGC
eventually. This is under
process though,” an ONGC
official said.
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- ONGC, GAILin
Race to Buy
.mrl’etmdlem

naturalgas
‘transmission
and marketing company
GAIL India have separately
initiated preliminary talks
with lenders of KKR-
backed JBF Petrochemicals
toexplore the possibility of
acquiring the distressed
company, whichison the
block. Sangita Mehta
reports.»» 4
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“Tight oil: What
is shale and its
potential in India

KARUNJIT SINGH
NEW DELHI,NOVEMBER 18

CAIRN OIL & Gas has announced
that it is partnering US-based
Halliburton to start shale explo-
rationin the Lower Barmer Hill for-
mation, Western Rajasthan.

Whatis shale o0il? How does
it differ from conventional
crude oil?

The key difference between
shale oiland conventional crudeis
that the former, also called ‘tight
oil',isfound insmaller batches,and
deeper than conventional crude
deposits. Its extraction requires
creation of fractures in
oiland gasrich shale to
release hydrocarbons
via hydraulic fracking,

Russia and the US
are among the largest
shale oil producers,
withasurgeinshaleoil
output in the US having played a
key role in turning the country
fromanimporterof crude toanet
exporterin2019. Anumber of US
shale exploration firms, including
Halliburton, have faced litigation
from citizens living in areas adja-
centtoshale productionsites who
have claimed that hydraulic frack-
ing has contributed to groundwa-
ter contamination.

EXPLAINED

Whatare the prospects of shale
oil exploration in India?
Currently, there is no large-

Russia and the US are
among the largest
shale oil producers

scale commercial production of
shale oil and gas in India. State-
owned ONGChad,in2013, started
exploration and, by the end of
FY21,assessed shale oil and gas po-
tential in 25 nomination blocks,
buthasreduced investments over
the past few years after only get-
ting limited success in shale explo-
ration efforts. While ONGC's as-
sessment found prospects of shale
oil at the Cambay basin in Gujarat
and the Krishna
Godavari basin in
Andhra Pradesh, the
company concluded
that“the quantity of oil
flow observed in these
@  Dbasins”did notindicate
“commerciality” and
that the general characteristics of
Indian shales are quite different
from North American ones.
According toexperts, India cur-
rently does not have adequate seis-
mic data and the ecosystem re-
quired for large scale production
of commercial shale oil and gas.
Debasish Mishra, partner,
Deloitte India, said shale explo-
ration faces challenges besides en-
vironmental concerns of huge wa-
ter requirements and potential for
contamination. Fullreporton
www.indianexpress.com
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Oil Near 6-week
Low as China
Readies Crude
Reserve Release

_Reuters

London: Oil pricesslid to six-week lows

on Thursday before reversing course,

asChinasaid it wasmovingtotap reser-
. ves after a Reuters report that the Uni--
' ted States was asking large consuming
-+ nations to consider a stockpile release
, tolower prices.

The bid by the U.S. to cool markets, as-

king China to join a coordinated action

» for the first time, comes as inflationary
pressures - partly driven by surging
energy prices - start to produce a politi-
cal backlash.

Brent crude was 23 cents, or 0.3%, hig-
her at $80.51 a barrel at 1320 GMT, after
earlierdroppingto 1ts.lowest sinceOct.7
at$79.28. «

U.S. West Texas Intermediate crude fu-
tures were up 7 cents, or0.1%, at$78.43a
barrel, having fallen earlier to $77.08, al-
so the lowest since early last month.

"Judgingby the mild negative reaction

in prices today, the mar- |
ket seems to be expecting
a limited (Chinese SPR
release)," Rystad Energy -
head of oil markets Bjor-
nar Tonhaugen said.

What happens from here remains.

highly uncertain”, Tonhaugen added,
noting that a coordi.nated release
among major consuming nations "wo-
uld deﬁnitely add extra bearish weight
onprices".

Prices hitseven-year highs in October
as the market focused on the sw1ﬁ rebo-
und in demand that has come with the
lifting of lockdowns tohalt the spread of
the coronavirus.

The rally was fuelled in part by the
strategy of the Organization of the Pet-
roleum Exporting Countries (OPEC)
anditsallies; called OPEC+, toraiseout-
putonly slowly. ;

The International Energy Agency and
OPEC have said that more supply will
be available in the coming months. But
the proposed release of reserves repre-
sents an unprecedented challenge to
OPEC, because it involves top importer
China. Chinal's state reserve bureau sa-
id it was working on a release of crude
oil reserves although it declined to com-
menton the U.S. request. A Japanese in-
dustry ministry official said the United
States had requested Tokyo's coopera-
tionindealingwith higheroil prices. By
law, Japan cannot use reserve releases

. tolower prices, the official said.
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International market data till 1900 IST

PAVES WAY FOR REFUNDS; COMPANY TO WITHDRAW CASES SOON

Retro tax: Cairn undertaking
to indemnify govt accepted

ENS ECONOMICBUREAU
NEW DELHI,NOVEMBER 18

IN A step further for resolution of
retrospective tax disputes, the
government has accepted Cairn
Energy PIc’s undertakings to in-
demnify the former against future
claims and withdraw any pend-
ing litigation or proceeding before
any forum so as to settle their ret-
rospective tax cases, officials said.
Earlier this month, the com-
pany gave the required undertak-
ings indemnifying the Centre
against future claims. The govern-
ment has now accepted this and
issued Cairn the procedural form
which commits to refund the tax
collected, an official said.
Following the retrospective
amendment to the Income-tax
Act moved by the then UPA gov-
ernment in 2012, tax demands
were raised in 17 cases, out of
which tax amount of Rs 8,100
crore has been collected for four
cases. Out of this Rs 8,100 crore

THE NEXT STEP

M Cairnis now expected
tostart withdrawingall
casesininternational
courts. After this, the
company will beissued
refunds and withdrawal
of cases may take up to
three-four weeks

amount, Rs 7,800 crore is Cairn’s
amount. Vodafone is yet to submit
its undertaking, the official said.
The amendment was in re-
sponse toa Supreme Court verdict
which had held that Vodafone
cannot be taxed for a 2007 trans-
action that involved its purchase
ofa67 per cent stake in Hutchison
Whampoa for $11 billion. Later, in
2014, the UPA government again
used the same section toraise tax
demand against Cairn Energy Plc
for restructuring done in 2006.
This August, the NDA-led gov-
ernment brought in the Taxation

Laws (Amendment) Act, 2021,
stating that no tax demand shall
be raised for any indirect transfer
of Indian assets if the transaction
took place before May 28, 2012.

Cairnis now expected to start
withdrawing all cases in interna-
tional courts. After this, the com-
pany will be issued refunds and
the withdrawal of cases may take
up to three-four weeks.

The government last month
notified rules that when adhered
to will lead to it withdrawing tax
demands raised using the 2012
retrospective tax law and any tax
collected in the enforcement of
such demand being paid back. For
this, companies were required to
indemnify the Centre against fu-
ture claims and withdraw any
pending legal proceedings.

On November 3, Cairn said it
hasentered intoundertakingswith
the Centre to participate in the
schemeintroduced by the Taxation
Laws (Amendment) Bill 2021, al-
lowing refund of taxes previously
collected from Cairn in India.
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SC for CBI probe into
HZL stake sale, Shourie
points to closure report

ANANTHAKRISHNANG &
DEEPTIMANTIWARY
NEW DELHI, NOVEMBER 18

THE SUPREME Court Thursday
gave a go-ahead to the Centre to
disinvestits 29.54 per cent resid-
ual shares in Hindustan Zinc Ltd
(HZL). At the same time, it di-
rected a CBI probe into alleged
irregularities in the process of
disinvestment of 26 per cent
government shares in the com-
pany in 2002.

A bench of Justices D Y
Chandrachud and B V
Nagarathna said that after the
2002 disinvestment, HZL had
ceased to be a government com-
pany within the meaning of the
Companies Act, 1956, and was
only a shareholder in the com-
pany and, therefore, entitled to
sell its shareholding.

The decision came ona 2014
plea by the National
Confederation of Officers
Association of Central Public
Sector Enterprises and certain
others, challenging the govern-

ment’s proposed sale of its resid-
ual shareholding.

When The Indian Express
sought his comments on the di-
rection for a CBI probe, Arun
Shourie, who was Union
Disinvestment Minister in 2002,
said: “If the SC has said register a
case, let the case be registered. |
am sure everyone concerned will
cooperate fully. But here the point
toseeis this was challenged when
itwasdisinvested. SCrejected the
petition challenging the disinvest-
ment. Now the SChasdisregarded
that order and asked the CBI to
probe. CBI had filed a closure re-
port in the matter. Now you say
investigate again.”

“The officers who were deal-
ing with this particular case (dis-
investment) were very meticu-
lous and cautious. It is not
possible that these officers
would do something that was
contrary to the laid down proce-
dures. The production of the
company increased manifold af-
ter disinvestment. It was re-
garded as a great success at that

CONTINUEDONPAGE 4
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SC orders CBI
probe into 2002
HZL stake sale,
Shourie points
to closure
report, earlier
ruling

time. If after 20 years, you are go-
ing to say that even though the
CBI has found nothing, even
though the SC has rejected a
similar petition earlier, still a case
should be registered, then the
officers better watch out,” he
said.

The disinvestment of HZL
started in 1991-92 when the
Union government sold 24.08

per cent of its shareholding in
the domestic market. In 2002,
the government disinvested 26
per cent of its equity in HZL in
favour of Sterlite Opportunities
& Ventures Ltd (SOVL).

In April 2002, SOVL acquired
20 per cent of HZL equity from
the open market by amandatory
open offer, in compliance with
norms of the Securities and
Exchange Board of India.

In August 2003, SOVL exer-
cised its first call option for 18.92
per cent of the equity holding,
which was transferred in its
favour in November 2003.
Following this acquisition, SOVL
became a majority shareholder
with a 64.92 per cent equity
stake in HZL.

Wiriting for the bench, Justice
Chandrachud said “the Union
Government is a shareholder of
HZL. The control and manage-
ment of HZL does not vest with
the Union Government which
has a residual stake of 29.54 per
cent. The shareholding of SOVL
stood increased to 64.92 per
cent after the exercise of the first
call option in 2002. During the
course of hearing, this Court has
been apprised by SOVL that it
does not seek to exercise the sec-
ond call option, in terms of the
Share Purchase Agreement. It is
in this backdrop that a decision
has been taken by the Union
Government to sell its residuary
shareholding in the open mar-
ket. The Union Government, in
its capacity as a shareholder of
HZL, isentitled to take such ade-
cision”.

The government had op-
posed the petition, saying it was
barred by principles of res judi-
cata since the Supreme Court
had dismissed a petition on the
same issue by Maton Mines
Mazdoor Sangh’s writ petition
on December 10, 2012.

But the bench rejected this,
saying the 2012 dismissal was
“in limine, without a substantive
adjudication on the merits of
their claim” and hence “the
present writ petition is not
barred by res judicata”.

The bench also rejected the
argument thatits 2003 decision
in Centre for Public Interest
Litigation vs Union of India --
wherein it said divestment of
government stake in HPCL and
BPCL, as a result of which the
companies would cease to be
government companies, could
not be undertaken without
amending the statutes under
which they were nationalised --
will apply in the case of HZL.

It said HPCL and BPCL were
government companies when
the disinvestment action was
challenged, but HZL had ceased
tobe a government company in
March 2002.

The CBI had registered a
Preliminary Enquiry in the mat-
ter on November 6,2013, but de-
cided to file a closure report in
2017. While the Special
Prosecutor, CBI Head Office, New
Delhi, Director of Prosecution
and Special Director recom-
mended closure, the Additional
Director, CBI, and some others
recommended converting the
preliminary enquiry into a reg-
ular case.

In view of the difference of
opinion between the CBI
Director and Director of
Prosecution, the matter was to
be referred to the Attorney
General on October 17,2014, the
judgment said, adding “how-
ever, the status of this referral
has not been alluded to before
us, for determination of the clo-
sure of the preliminary enquiry”.

Directing a CBI probe, the
bench referred to some of the
points flagged by the investiga-
tors who had recommended
registration of a regular case.

It pointed out that the
Disinvestment Commission had
recommended HZL disinvest-
ment, though not beyond 25 per
cent of the equity in order to re-
tain control, but “the Core Group
of Secretaries on Disinvestment,
on 17 February 2000, had al-
legedly disregarded this recom-
mendation and proposed a sale
of 26 per cent, without any jus-
tification”. Ultimately, 26 per
cent was sold, the ruling noted,
adding “this was allegedly done
on the basis of a senior govern-
ment official’s note dated 27
August 2000, without further
details or reasoning”.

The bench said “some... ob-
servations of the officials of the
CBI, who recommended the
conversion of the preliminary
enquiry into a regular case, sat-
isfy this Court’s conscience for
exercising its exceptional pow-
ers to direct the CBI to conduct
an investigation into the mat-
ter”.

Stating that “a prima facie
case for a cognizable offence, as
mandated in... the CBI Manual,
has been made out in this case”,
the bench directed registration
of a regular case “by a full-
fledged investigation” with sta-
tus reports to the court.
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Petrol, diesel prices unchanged for fortnight

New Delhi,

Consumers continue to
get relief from rising fuel
prices as oil marketing com-
panies (OMCs) have kept
pump prices of petrol and
diesel unchanged post revi-
sion of duties by the state
governments on Diwali eve.

Accordingly, petrol and
diesel prices remained static
for the 14th consecutive day
onThursday under the daily
price revision mechanism
followed by oil marketing
companies.

So, the pump price of
petrol in Delhi, which fell to
Rs 103.97 a litre at 6 a.m.on
the Diwali day on November
4 from the previous days’
level of Rs 110.04 a litre, re-
mained at the same level on
Thursday. The diesel prices
also remained unchanged

in the capital at Rs 86.67 a li-
tre.

In the financial capital
Mumbai, petrol continued
to be priced at Rs 109.98 a
litre and diesel Rs 94.14 a li-
tre.

Prices also remained
static on Wednesday in
Kolkata where the price of
petrol reduced by Rs 5.82 to
Rs 104.67 per litre and that
of diesel by Rs 11.77 to Rs
89.79 per litre in the first
week of November.

Petrol price in Chennai
also remained at Rs 101.40
per litre and diesel Rs 91.43
per litre.

Across the country as
well, the price of the fuel
largely remained un-
changed on Thursday but
the retail rates varied de-
pending on the level of lo-

cal taxes.

The global crude prices,
which has touched a three-
year high level of over $85 a
barrel on several occasions
in the past one month, has
softened now to below $ 80
barrel. Rise in the US inven-
tory has pushed down
crude prices, but OPEC+ de-
cision on only gradual in-
crease in production in De-
cember could raise crude
prices further.This could put
pressure on oil companies
torevise fuel prices upwards
again.

Before price cuts and
pause, diesel prices have in-
creased 30 out of the last 55
days taking up its retail price
by Rs 9.90 per litre in Delhi.

Petrol prices have also
risen on 28 of the previous
51 days taking up its pump

price by Rs 8.85 per litre.

Since January 1, 2021,
petrol and diesel prices have
risen by more than Rs 26 a
litre before the duty cuts.

The excise duty cut by
the Centre on November 3
was the first such exercise
since the onset of Covid
pandemic. In fact, the gov-
ernment had revised excise
duty on petrol and diesel
sharply in March and again
in May last year to mobilise
additional resources for
Covid relief measures.

The excise duty was
raised by Rs 13 and Rs 16 per
litre on petrol and diesel
between March 2020 and
May 2020 and was standing
highatRs31.8 ondieseland
Rs 32.9 per litre on petrol
before finally the Centre de-
cided on duty cut.
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