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Annual Report
2006-07
Dear Members,

It is my privilege to place before you the Audited Balance Sheet and the Income and Expenditure Account of PetroFed for the financial year ending 31st March, 2007.

Financial Highlights

The Financial Highlights of your Society for the year under review are as follows:

1. The Gross Income during the financial year 2006-07 is Rs. 28.46 million as compared to Rs. 30.82 million during the previous year. The difference is largely on account of M/s. IBP ceasing to be a member during the year because of its merger with IOC and accrual of one-time consultancy income to the Society of Rs. 1.20 million in the previous year.
2. The Corpus Fund of the Society has registered an increase of Rs. 1.30 million as compared to the previous year as a result of induction of 13 new members.
3. The Reserves and Surplus of the Society at the end of the financial year  2006-07 were Rs. 12.85 million.

4. The Society incurred an expenditure of Rs. 24.19 million during 2006-07 besides utilising an amount of Rs. 5.63 million out of the past accumulated profits of the Society as per the Income Tax Act. During 2005-06 the expenditure was Rs. 25.97 million and an additional amount of Rs. 3.29 million had been utilised from past accumulated profits. 
5. The Society filed NIL tax return of income during the previous year.  This year also the Society will file a NIL tax return of income.
Activities of PetroFed
The year under review witnessed several changes in the Indian Oil & Gas Industry. The NELP VI round of bidding was completed wherein several inputs had been taken from the PetroFed paper submitted in 2005 on review of E&P Licensing Policy.
PetroFed continues to serve its members and industry through constant interaction with Government, submission of reports / papers / representations on key issues and its continued series of thought leadership programmes, workshops, seminars and guest lectures. Valuable support and encouragement has been received in all activities from not only member companies and PetroFed Committees, but also the Ministry of Petroleum & Natural Gas and a host of other organisations.

The PetroFed Committees are:

1. Executive Committee

2. Search Committee

3. Budget & Investment Committee

4. Petroleum Policy & Legislations

5. Tariffs, Duties & Taxes

6. Inland Logistics Management

7. Marine Cooperation

8. Seminars, Training & Publications

9. Planning Committee

10. Guidelines For Retail Outlets 

11. Measures To Curb Adulteration

12. SKO Marketing 

13. LPG Marketing 

14. Safety, Health & Environment 

15.  Natural Gas / CNG / LNG 

16. Alternative Sources of Energy

There are in addition three joint committees of the automobile and petroleum industries.
With economic growth and globalisation of the Indian economy trade negotiations under WTO have assumed increased significance. In this regard your Society, which has been nominated by the Ministry of Petroleum & Natural Gas as a nodal agency on the WTO Committee formed by the Ministry, had to co-ordinate and respond at very short notice on a host of trade negotiations on bilateral, plurilateral and multilateral basis with WTO member countries as well as issues of Technical Barriers to Trade.
Major Initiatives 2006-07
Your Federation, with the Cooperation of all members and guidance of the Governing Council, took several initiatives in consonance with our objectives and coordinated on key issues for submission of views of the industry to the ministries of Petroleum & Natural Gas (MoP&NG), Finance & others. During the year, the Federation organised eight significant seminars and workshops, 17 guest lectures besides submitting eight reports/ papers to government and producing two major publications. In addition, PetroFed actively associated with the Lovraj Kumar Memorial Trust (LKMT) in organisation of the ‘National Workshop on Hydrogen Production and Utilization in Petroleum, Petrochemical and Fertiliser Industry’. 
Some of the major reports/ publications prepared during the year under review are: 
1. A paper on key regulatory issues for Natural Gas, incorporating learnings from 17 countries was submitted to MoP&NG in June 2006. This resulted from a Round Table in April on ‘Challenges of Developing Gas Infrastructure in India’ which was attended not only by four score industry captains and stakeholders but also officials of the Ministry of Petroleum and Natural Gas and the Planning Commission. PetroFed also submitted industry views and suggestions on the draft policy for development of ‘Natural Gas Trasmission Pipelines and City or Local Natural Gas Distribution Networks’
2. Report on ‘Kerosene distribution and related subsidy administration and the generation and assessment of options for implementation of the system’ prepared in association with IIM Ahmedabad was forwarded to MoP&NG and the Planning Commission. The report strongly recommends direct subsidy to Below Poverty Line (BPL) families disbursed through smart cards. It estimated that the immediate gain to the exchequer from the proposed system due to market based pricing of kerosene would be Rs. 14,000 crore per year by way of additional taxes.
3. Submitted to MoP&NG, in August 2006, a study report on ‘Work Force Sustainability and Talent Management in the Oil and Gas Upstream Industry’. The study, undertaken in association with member company and knowledge partner PricewaterhouseCoopers (PwC) brings out sharply the yawning gap between the projected industry demand and availability of key talents and skills in the upstream sector during the next decade and suggests measures to bridge the gap and take advantage of the worldwide demand for various skill sets. A mechanism to monitor the recommendations of the study has been put in place by MoP&NG.
4. A pre-budget memorandum with recommendations on direct and indirect taxes, customs and excise duties submitted in September 2006 to MoP&NG.

5. Publication titled ‘The Green Imperative : Future of Natural Gas in India – 2030’ was released by the Secretary, MoP&NG during Petrotech 2007. The 125-page publication is based on a study in association with member companies, industry experts and knowledge partner PricewaterhouseCoopers (PwC).

6. Publication titled ‘Sustainable Imperative’ on Corporate Sustainability Reporting was released by Chairman, PetroFed in April 2006.
7. A paper on industry views on guidelines for framing oil regulations in India was sent in February 2007 to the Ministry of Petroleum & Natural Gas as well as the Petroleum and Natural Gas Regulatory Board.

8. A report on review of NELP VI and industry recommendations for NELP VII, evolved in knowledge partnership with Member Company PricewaterhouseCoopers (PwC) was submitted in February 2007.

9. Industry responses were collated on the changes desired in the Model Production Sharing Contract (MPSC) for NELP VII round of bidding. A compendium of suggestions was sent to the Ministry of Petroleum & Natural Gas in March 2007 so that they can be taken into consideration before the details of the bidding are finalised.
10. A detailed paper was prepared, at the request of the Ministry of Petroleum & Natural Gas, on ‘Review of Domestic Regulations in the Petroleum Industry for Conformity with General Agreement on Trade in Services at the WTO’ in knowledge partnership with PricewaterhouseCoopers (PwC) and with the assistance of companies in the Oil & Gas sector.

Some of the other key initiatives taken during the year under review are:

1. Organised an industry dialogue with the Ambassador of Philippines, Her Excellency Ms. Laura Q. Del Rosario and Hon’ble Mr. Vincent S. Perez, former Secretary / Minister of Energy of Philippines at PetroFed in April 2006. Presentations were made to the guests on the Indian Oil and Gas scenario and the opportunities it offers followed by presentation on bio-fuels and renewable sources of energy. Mr. Perez thereafter presented the opportunities in the Philippines in the Oil & Gas and renewable energy areas.
2. Issued Press Release propagating the cause of the Indian Oil marketing companies for increasing retail selling prices of MS, HSD, LPG & SKO which was widely covered by the media.
3. The revisions in the Guidance Note on accounting of oil and gas producing activities along with IRFS-6 were reviewed by industry and later taken up at a meeting convened by the Institute of Chartered Accountants of India.

4. PetroFed was invited to attend the meeting on World Petroleum Congress when their Director (Communications), Ms. Urlike von Lonski visited Delhi in August 2006 and thereafter when their Director General Mr. Pierce Riemer attended the PetroTech 2007 in January. PetroFed is assisting the Ministry of Petroleum & Natural Gas in coordinating matters pertaining to the WPC to be held in Madrid in 2008.

5. PetroFed was invited by the Ministry of Petroleum & Natural Gas to be a member of the Working Sub-Group for the Ministry’s report for the XI Plan. Specific responsibility was assigned to review and suggest measures for implementation of the ‘Integrated Energy Policy’ and Dr. V. Krishnamurthy’s ‘Report on the Restructuring of the Petroleum sector’ during XI Plan. Inputs were also provided for the committees on natural gas, demand projections, marketing and distribution, and shaping the structure and redrafting/ finalising the report for submission to Planning Commission.
6. At the request of the Ministry of Petroleum & Natural Gas coordinated with industry members to seek their response and interact with the Oil Industry Safety Directorate (OISD) in developing Petroleum & Natural Gas (Safety in Offshore Operations) Rules 2006 under Oil Field (Regulations and Development) Act 1948.

7. Forwarded recommendations to the Committee set up by Government under Shri T.R. Rustagi to review all Circulars/ instructions and clarifications on matters relating to levy and collection of service tax.
8. Organised workshop in November 2006 for industry members on Petroleum Service Tax covering key topics on recent developments, valuation of taxable services and import of services in association with member company and knowledge partner PricewaterhouseCoopers (PwC).

9. Organised National Seminar on ‘Auto Fuel Policy – Way Forward’ in November 2006 which was inaugurated by Shri PrabhDas, Jt. Secretary, MoP&NG. Over 50 organisations connected with the subject participated, including the Society of Indian Automotive Manufacturers (SIAM), CPCB, CRRI, NEERI, State Pollution Control Boards, IIT, Delhi and other academic institutions. The recommendations of this seminar were submitted to MoP&NG in December 2006.

10. Interacted with the Japan Petroleum Energy Centre during December 2006. They offered to coordinate and assist in providing Japanese de-sulphurisation technology to Indian refiners since they are using only ultra low sulphur transportation fuels since 2005.
11. Participated in PetroTech 2007 Exhibition where PetroFed Stall was inaugurated by the Union Minister of State for Petroleum and Natural Gas, Shri Dinsha Patel in the presence of Union Minister for Petroleum and Natural Gas Shri Murli Deora, Chairman PetroFed and IndianOil Shri Sarthak Behuria and PetroFed team.

12. Organised the first of its kind national seminar on ‘Standardisation in Oil & Gas Sector’ jointly with Bureau of Indian Standards (BIS) and HPCL in February 2007 to prepare a road map for harmonisation with global international standards to facilitate international trade and commerce.

It was inaugurated by Shri M.S. Srinivasan, Secretary, MoP&NG with a presidential address by Shri Y.S. Bhave, Secretary, Ministry of Consumer Affairs, Food and Public Distribution. Among the other key speakers were Dr. U.D. Choubey, CMD, GAIL, Mrs. Alka Sirohi, Additional Secretary, Ministry of Consumer Affairs and Director General, BIS and Mr. Alain Samne, ISO Technical Group Manager, Geneva. The recommendations drawn up during the panel discussion chaired by DG, PetroFed were forwarded to BIS.
13. The first of its kind workshop at the national level on ‘Data Quality’ was jointly organised by PPAC and PetroFed in February 2007 following a MoU between MoP&NG and Department of Energy, USA on exchange of information relating to the hydrocarbon sector under which EIA for the US Government and PPAC for MoP&NG are the designated agencies to work out cooperative activities to enhance knowledge relating to collection and analysis of data.
14. Organised workshop on ‘Taxability of Contracts’ in February 2007 in association with member company and knowledge partner PricewaterhouseCoopers (PwC) which was chaired by the legal luminary Shri. V.N. Koura.
15. For the fifth year in succession organised Senior Management Meet at New Delhi on Implications of Union Budget 2007 for the Oil and Gas sector on the day following presentation of the Budget in Parliament in association with member company and knowledge partner PwC.

For the second successive year a similar meet was organised at Mumbai the following day, hosted by Essar. 

The meeting at Delhi was chaired by Shri TNR Rao, former Secretary, MoP&NG with a keynote address by Prof. Sebastian Morris, IIM, Ahmedabad on ‘Institutional Challenges for High Growth in India Today’. He called for higher subsidy to deserving families with dismantling of ‘A’PM (Arbitrary Pricing Mechanism). At Mumbai, Dr. Rajiv Kumar, Director & CEO, Indian Council for Research on International Economic Relations (ICRIER) delivered the keynote address on ‘State of the Economy and Budget’.
16. Under our series of Guest Lectures and Thought Leadership Programmes, lectures were organised on the following subjects:
i) ‘Road Map to Integrated GST’ by Shri S. Madhavan, Head – Indirect Tax Practice in India, PwC.
ii) Presentation to Energy Think Tank by Shri P. Raghavendran, President, Refinery Business, RIL and Vice Chairman, PetroFed on ‘Customer Assurance in Petroleum Retail Marketing’.
iii) Presentation to Energy Think Tank on ‘Market Segmentation Approach for Optimizing Diesel Fuel Specification’ and on ‘Global Trends and Indian Scenario in Refining and Pricing’ by Shri  Ashok Dhar, VP, RIL.

iv) ‘Radio Frequency Identification (RFID) Applications in the Oil & Gas Sector’ by Shri T.S. Rangarajan, Head RFID Solutions, Tata Consultancy Services.

v) ‘Applications of Nanotechnology in Petroleum/ Energy Sector’ by Dr. R.P. Verma, Executive Director (R&D) IndianOil.

vi) Presentation to Energy Think Tank by Shri Ajit C. Kapadia, Vice Chairman, Centre for Fuel Studies and Research on need for a National Gas Grid.
vii) ‘Services Negotiations at the WTO’ by Shri Amit Yadav, Director, Department of Commerce, Government of India.

viii) ‘Environmental Challenges in Petroleum Industry’ by Prof. Dilip Biswas, former Chairman, Central Pollution Control Board, covering the entire gamut of activities from drilling to dispensing.

ix) ‘The Prospects of Fuel Cells – A Scientific Dream or Reality’ by Dr. B. Viswanathan, Professor Emeritus, Indian Institute of Technology, Chennai. 

x) ‘India’s Energy Security Concerns’ by Shri Suresh Prabhu, Member of Parliament and former Union Cabinet Minister addressed invitees and members of the Energy Think Tank.

xi) ‘India’s Energy Scenario : Invisible Barriers’ by Shri S.K. Manglik, former CMD, ONGC who traced the demand growth pattern for various forms of energy in India and recommended, among others, decentralisation of power, competition, use of technology and reduction of subsidies.
xii) ‘Overview of Emerging Indirect Tax Regime’ by Shri S. Madhavan, Head, Indirect Tax Practice of PwC. He drew a road map for a unified goods and services tax and spelt out the implications of the changes for the oil & gas sector.

xiii) ‘Enterprise-wide Decision Support for Refining and Petrochemical Companies’ by Shri Satyendra Dubey, Head, Sales and Marketing, Honeywell Supply Chain Management.

xiv) ‘The Indian Economy – Prospects and Constraints’ by Dr. Rajiv Kumar, Director & CEO, Indian Council for Research on International Economic Relations (ICRIER).
xv) ‘Indian Energy Scenario : Some issues’ by Shri C. Ratnam, former Chairman, Oil India Limited who gave a graphic presentation of the international scenario and geo-political situation in oil and gas from which lessons could be learnt and deplored the fact that petroleum products in India were taxed heavily before being utilised for value addition.

xvi) ‘Political Versus Corporate Governance in Parastatals’ by Prof. Samir K. Barua, IIM, Ahmedabad who emphasized that PSUs need greater injection of funds to become competitive through technology upgradation, rightsizing, scaling-up and widening of scope of business.

xvii) The key features of competition policy relating to macro-economic policies, competition law objectives and instruments with specific reference to the oil & gas sector was elaborated upon by Dr. R.S. Khemani, Advisor, Competition Policy, the World Bank Group at Washington DC.
17. The following industry issues were taken up with various authorities during the year under review :
(i) Appeals to the Ministers & Ministries of Petroleum and Natural Gas and Finance through our letters of August 21, pre-budget memorandum  of September 28, 2006,  January 01, 2007, regarding waiver of tax dues on account of irrecoverable taxes compensation post APM.  Earlier letters of June 07, December 23 & 30, 2004 and February 16, 2005 were also referred.  

Reference of all these letters was also made while answering a Provisional Starred Question for the Lok Sabha in April 2007.

(ii) The Ministry of Petroleum and Natural Gas sought industry views through your Federation on National Calamity Contingent Duty (NCCD) on crude oil imported under Advance License Authorization.  After discussing in the Tariff, Duties and Taxes Committee our recommendation was for no NCCD on such crude oil imports.

(iii) Representation to the Secretary, MoP&NG regarding resolution of classification dispute on Central Excise Duty on naphtha in November 2006.  This was followed up with a representation to Member (Excise), CBEC in February 2007 and subsequently to the Finance Minister for rationalizing the duty structure by reduction in duty of SBPs from 32% to 16%.  After a presentation to the Commissioner, CBEC in May 2007 the matter is learnt to be under favourable consideration.

(iv) Representation to DG, DGH seeking incentives for the upstream sector in Indirect taxes, Service Tax,  ‘Declared Goods’ status for NG/LNG, exemption from MAT, seven-year tax holiday to be utilised during first 15 years etc.  A copy of this request was also sent to Secretary MoP&NG and Member, CBEC.  The issues were also included in the pre-budget memorandum sent to MoP&NG in September 2006.

(v) Request for policy change for removal for end-use restrictions on External Commercial Borrowings to the Secretaries, Department of Economic Affairs,  MoF & MoP&NG in January 2007.

(vi) Appeal to Secretary, MoP&NG and Secretary, Revenue, MoF regarding amendment to List 12 and List 13 of customs notification no. 21/2002 dated March 01, 2002.  The Director (TRU) MoF, Department of Revenue had requested for copies of the Production Sharing Contracts signed with E&P and CBM operators for further examination of the matter.  The model  PSCs & Petroleum Tax Guide for the NELP rounds as well as the three CBM rounds were sent to them in January 2007.

(vii) At the request of the MOP&NG, data pertaining to service tax paid / payable by E&P companies for the last three years was forwarded to MoP&NG in February 2007.

(viii) Representation to Secretary MoP&NG and  Secretary, Revenue, MoF seeking removal of anomaly in taxing services consumed by entities in Indian exploration & Production sector in February 2007.

(ix) Representation to the Minister for Finance and Secretary, MoP&NG on disallowing of  deductions claimed under section 80-IB (9) of the Income Tax Act for lack of clarity  on  inclusion of Petroleum and Natural Gas in the definition of Mineral Oil.  A DO letter in this regard is learnt to have been sent by Secretary, MoP&NG to the Secretary, Department of Revenue, MoF clarifying the provisions and recommending the case.
18. Having learnt that the Oil Industry Development Board (OIDB) was carrying out a review of its functioning through M/s AF Ferguson & Co., your Federation organised an industry interaction to obtain stakeholder views on the future role and functioning of OIDB.  Senior industry members present felt that the Board should function for the oil and gas industry and its development and that all funds accruing to it should be utilised for this purpose.  
19. Your Federation’s Committee on Safety, Health & Environment during two meetings decided not to seek any relaxation in the Factory’s Act / Rules regarding criteria for Safety Officer unless there were specific difficulties faced by member companies.  They also debated on the lessons learnt from the BP Texas City Refinery fire incident and expressed the need  for all organisations to review their oil spill response policies and enhance efforts to boost good safety and environment culture in their respective organisations.
20. Chairman, PetroFed and Chairman, IndianOil Shri Sarthak Behuria was elected First Vice President of the World LP Gas Association at the 19th World LP Gas Forum at Chicago in October 2006. Shri Behuria will now be elected as President in 2008.

Shri Behuria also chaired a session on ‘Innovative Practices to Expand Developing Markets’. A presentation was made during the session by PetroFed member company Bharat Petroleum Corporation’s DGM (LPG) Shri K.L. Thussu. The Forum was also attended from PetroFed by Shri Y. Sahai, Director (C&M)
21. Director General, PetroFed attended the Asia Pacific Gas Forum at Perth in August – September, 2006 as an observer from India at the invitation of APEC Gas Forum.

The DG also attended the 22nd Asia Pacific Petroleum Conference at Singapore. This conference was also attended by two other member companies, namely IndianOil and Essar Oil.

22. Director General, and Joint Director (Planning), PetroFed attended the WPC/ UN Global Compact Forum at Kuala Lumpur on ‘Responsible Business Practices in the Oil and Gas Sector : Implementing the Global Compact Principles’ during March 2007. The visit was utilised to discuss with DG, WPC the organisation of a similar conference by PetroFed at New Delhi. The same has been fixed for December 6-7, 2007.
PetroFed Premises
Your Society had applied to the DDA, along with recommendation from MoP&NG, Government of India for allotment of institutional land at concessional rate. We have been informed that according to current rules our case can be considered only after completion of five years from the date of registration. We will, accordingly, pursue our case on completion of five years in August 2007. 
Enrolment of Members

During the year under review, the following 13 companies enrolled as members of PetroFed – Sud-Chemie India Pvt. Ltd., Niko Resources Ltd., Honeywell Automation India Ltd., British Gas India Pvt. Ltd., Industrial Development Services Pvt. Ltd., SAP India Pvt. Ltd., Tata Petrodyne Ltd., Nagarjuna Oil Corporation Ltd., Cairn India Ltd., Shell India Pvt. Ltd., BP India Services Pvt. Ltd., Schlumberger Asia Services Ltd., Naftogaz India Pvt. Ltd.

M/s. IBP ceased to be a member as a result of its merger with IOCL. M/s. Kochi Refineries Limited also ceased to exist as an independent member after August 2006 when it was merged with BPCL.

We welcome the new members and look forward to their active contribution and participation in pursuance of our objectives. 

A list of member organisations is enclosed as Annexure (i)

PetroFed Journal

The quarterly PetroFed Journal is regularly produced and has been appreciated in content and contribution by member companies and recipients alike. The Journal is also available on the website of PetroFed.
Website

The PetroFed website www.petrofed.org carries information about the Federation and its activities and is regularly updated.  Every event organised is promptly posted.  It is proposed to enrich it further with assistance from members and other organisations in the hydrocarbon sector.

Exemption under Section 80G of Income Tax

Donations to the Petroleum Federation of India are exempted from Income Tax under Section 80G (5) (vi) of the Income Tax Act, 1961, vide renewal order No: DIT (E) 2004 – 05 P.775/02/2943 date 24.12.04 for the period ending March 31, 2007. Action has been initiated for the forward period.
Accounts 2006 – 07
The Audited Balance Sheet for the year 2006-07 along with the Income & Expenditure Account is enclosed as Annexure (ii)
I take this opportunity to acknowledge the support of member companies and the contribution of the Federation’s secretariat on furthering the objectives of the Society.
New Delhi, 








    A. K. Arora,

July 5, 2007.







        Director General
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