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Chairman’s Address

7th Annual General Body Meeting 
August 08, 2008
Dear Members,

On behalf of the Governing Council and on my behalf, it gives me great pleasure to extend a warm welcome to you all at the 7th Annual General Body Meeting of your Federation. As we gather today, I draw immense satisfaction from the fact that Petrofed’s unwavering commitment to the growth and development of India’s oil & gas industry has earned it a special place of pride amongst the various organisations in the sector. 
I trust you have all received the Annual Report and the audited balance sheet for the year 2007-08 and with your consent, I take them as read.

Economy
India growth story, so far, has been absorbing and inspiring. India’s economy has been growing at 9% levels over the last three years. The resurgence in economy resulted in our nation joining the league of trillion-dollar economies globally. However, riding on inflationary pressures, it seems unlikely that India will continue to grow at this rate this year.  
Nevertheless, 2007-08 has been the most challenging year. At the beginning of the year, the outlook for the global economy was benign. However,  it is reported that the growth is expected to decelerate significantly in the second half of 2008, before recovering gradually in 2009. Adding to the woes of slowdown, inflation is mounting in both advanced and emerging economies driven mostly by higher food and fuel prices. 
Indian Companies in Fortune 500

India Inc. added another company, Tata Steel, to the prestigious Fortune ‘Global 500’ listing. It is heartening to note that five of the seven Indian companies in the list of the world’s largest companies are members of PetroFed in the oil & gas sector. Each of the companies – IndianOil, RIL, BPCL, HPCL and ONGC - improved its ranking this year over the previous year. The pack of Indian companies in the list that included State Bank of India was led by IndianOil at the 116th position. 

Energy

The combination of rising consumption, downward revisions in the supply outlook and low surplus production capacity globally, reinforce the perception that supply is having a difficult time keeping up with demand growth, accounting for much of the upward trend in oil prices. Global oil consumption grew by 1.1% in 2007 though oil production fell by 0.2% or 130,000 barrels per day, the first decline since year 2002. The absence of a Saudi commitment to increase capacity adds to the uncertainty about the adequacy of future supply capacity growth. Growth in consumption of natural gas by an above-average 3.1 percent in 2007 and production increase by 2.4% provided the much needed relief. 
According to the World Oil Outlook of OPEC, oil demand will rise by 29 million barrels per day from 2006 to 2030, when it will reach a stupendous 113 million barrels per day. It is estimated that up to the year 2030, an investment of USD 2.8 trillion is needed in upstream from the year 2007 onwards.

Coal reigned as the fastest growing fuel in the world for the fifth consecutive year with global consumption rising by 4.5% against the ten-year average of 3.2%. Nuclear power output fell by 2%, the steepest decline on record.  More than 90 % of this decline was accounted for by Germany and Japan. 
It is unfortunate that renewable energy remains a small share of the total global energy use, however, global capacity for wind and solar electricity generation grew by 28.5% and 37% respectively, in line with historical averages.
Indian Oil & Gas Industry

In India, consumption of petroleum products recorded a year-on-year growth of 7% breaching a total of 129 million tonnes. The highest growth of 27% was witnessed in lubricants and greases.  Aviation Turbine Fuel recorded a growth of 14.4% followed by 11.2% for MS and 11.1% for HSD.

Global volatility of crude oil prices and geo-political uncertainties during the year was further compounded by supply concerns in the context of limited spare capacity and inelastic demand. The price of the Indian basket of crude oil jumped by 46% during the last six months in 2007-08, from US$ 71 to US$ 104 per barrel in March 2008. The international oil prices, which had crossed US$ 145 a barrel in this fiscal, have dipped marginally but continue to rule over US$ 120 per barrel as compared to US$ 70 per barrel just a year ago.
However, insufficient pass-through of the global crude oil prices to the consumer continued to plague the Indian oil & gas industry. The retail selling prices of petrol, diesel and LPGas were increased on June 4 this year when the crude oil price was ruling at US$ 123 a barrel. This hike was in addition to that effected earlier in February 2008 when the Indian basket of crude oil was at US$ 67 per barrel. Today the prices of transport fuels in India, correspond to international crude prices of US$ 66 per barrel.
It is, therefore, apparent that the Oil Marketing Companies (OMCs) continue to lose almost Rs. Six billion a day on fuel sales. Government of India issued Special Oil Bonds to the PSU OMCs to compensate them for the losses suffered by them on account of insufficient pass-through of prices to consumers. Unable to match the artificial low retail prices of PSU OMCs, some Oil Marketing Companies in the private sector have begun closing down retail operations. 
PetroFed Initiatives

Your Federation had appealed to the Hon’ble Union Minister for Petroleum & Natural Gas for issuance of oil bonds to all Oil Marketing Companies, but to no avail. Appeals have also been made for provision of a seven-year tax holiday to all new refineries after March 31, 2009 and clarity on the definition of Mineral Oil for tax exemption under section 80 IB (9) of the Income Tax Act.

During fiscal 2007, several other initiatives were taken by PetroFed which have been covered in the Annual Report. During the past four months of this fiscal, your Federation conducted four Guest Lectures, four Seminars and Workshops besides submission of two reports to the MoP&NG on Review of Oilfields (Regulation & Development) Act, 1948, Petroleum & Natural Gas Rules, 1959 and setting up of a proposed Petroleum Economic Zone for developing a world class global upstream services hub in India. A representation on Export Oriented Units and Special Export Zones was also made to the Director General, Export Promotion Council for making a provision in the SEZ Act, 2005, to avoid imposing various duties on goods manufactured and removed from SEZs to DTA.  The request was also copied to the Ministries of Petroleum & Natural Gas and Commerce.
Reports are under finalisation on the Relative Environment Economics of Natural Gas and Other Fossil Fuels for Power Generation & Policy Options for India and a Fiscal Regime for the Petroleum Sector.

Your Federation actively assisted the MoP&NG in coordinating India’s participation in the 19th World Petroleum Congress WPC) at Madrid, Spain. It is proposed to organise an event in collaboration with WPC in India shortly.

An India Energy Conference is being organised during October 3-4 this year in association with TERI and a seminar is proposed later the same month on the topic – ‘Offshore Service Sector: Growth & Challenges’ - in knowledge partnership with PFC Energy, USA.  Another seminar is planned to be held on October 16 & 17, 2008 on Transportation Fuels Quality & Vehicular Emissions in association with the Bureau of Indian Standards and some Japanese experts.  I am happy to add that PetroFed has been associated with the MoP&NG to organize the first India-Russia CIS Hydrocarbon Conference proposed to be held in November 20-21, 2008. 

Acknowledgements:

I would be failing in my duty if I do not place on record our appreciation of the contribution made by Sh. A.K. Ray, ED (CP), GAIL, during his tenure as a member of the Governing Council.  I also take the opportunity to welcome Sh. B.C. Tripathi, Director (Marketing), GAIL who joined the Governing Council from its 15th meeting held on December 19, 2007.

I am also happy to welcome the following 12 entities who were admitted as members of the Federation during fiscal 2007: Axens, Mangalore Refinery & Petrochemicals Ltd., Chevron Petroleum India Pvt. Ltd., Gujarat State Petroleum Corporation Ltd., Mitsui Chemicals Asia Pacific Ltd., PFC Energy, Deloitte Touche Tohmatsu India Pvt. Ltd., UOP India Pvt. Ltd., Adani Energy Ltd., Cambridge Energy Research Associates, University of Petroleum & Energy Studies and Tecnimont ICB Pvt. Ltd.

During the current fiscal, three new members have joined the Federation namely, M/s Punj Lloyd Ltd., M/s Great Eastern Energy Corporation Ltd. and M/s Santos International Operations Pty. Ltd.  With this, the membership of the Federation goes up to 58.
The biggest sporting extravaganza on our planet, the Olympics that started in Beijing this morning, inspires us to forever strive for superlative performance.  I seek your active support and guidance in taking the Indian petroleum industry faster, higher and stronger in the years to come.

I once again welcome you all to the 7th Annual General Body Meeting of the Petroleum Federation of India.

Thank you,

New Delhi,
          





Sarthak Behuria

August 08, 2008






           Chairman

-5-

[image: image1]