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 INTRODUCTION 
 

I, the Chairman, Standing Committee on Petroleum & Chemicals (2002) 
having been authorised by the Committee to submit the Report on their behalf, 
present this Thirty-Fifth Report on Action Taken by Government on the 
recommendations contained in Twenty-Seventh Report (Thirteenth Lok Sabha) of 
the Standing Committee on Petroleum & Chemicals (2002) on ‘Demands for 
Grants (2002-2003) of Ministry of Petroleum & Natural Gas’. 
 
2. The Twenty-Seventh Report of the Committee was presented to Lok Sabha 
on 23rd April, 2002.  The Replies of Government to all the recommendations 
contained in the Twenty-Seventh Report were received on 28th October, 2002.  
The Sub-Committee on Petroleum considered the Action Taken Replies received 
from the Government and adopted the Report at their sitting held on 28th 
November, 2002. 
 
3. The Standing Committee on Petroleum & Chemicals (2002) considered and 
adopted this Report at their sitting held on 19th December, 2002.  The Committee 
place on record their appreciation of the work done by the Sub-Committee on 
Petroleum.   
 
4. An analysis of the Action Taken by Government on the recommendations 
contained in the Twenty-Seventh Report (Thirteenth Lok Sabha) of the Committee 
is given in Appendix-III. 
 
5. For facility of reference and convenience, the observations and 
recommendations of the Committee have been printed in bold letters in the body 
of the Report. 
 
6. The Committee place on record their appreciation for the valuable 
assistance rendered to them by the officials of the Lok Sabha Secretariat attached 
to the Committee. 
 
 
 
 
NEW DELHI       MULAYAM SINGH YADAV  
December 20, 2002       Chairman 
Agrahayana  29, 1924 (Saka)                Standing Committee on  
                    Petroleum & Chemicals. 



 
CHAPTER – I 

 
REPORT 

 
 

This Report of the Committee deals with the action taken by the 
Government on the recommendations contained in the Twenty-Seventh Report 
(Thirteenth Lok Sabha) of the Standing Committee on Petroleum & Chemicals 
(2002) on ‘Demands for Grants of Ministry of Petroleum & Natural Gas for the year 
2002-2003’ which was presented to Lok Sabha on 23rd April, 2002’. 
 
2.   Action taken notes have been received from the Government in respect of 
all the 40 recommendations/conclusions contained in the Report.  These have 
been categorised as follows:- 
 
(i) Recommendations/conclusions that have been accepted by the 

Government:- 
Sl. Nos. 1, 2, 4, 5, 12, 18, 19, 21, 22, 23, 28 and 33.  

 
(ii) Recommendations/conclusions which the Committee do not desire to 

pursue in view of the Government’s replies: 
Sl. Nos. 11, 13, 20, 24, 25, 34, 37, 38 and 39.  
  

(iii) Recommendations/conclusions in respect of which replies of the 
Government have not been accepted by the Committee. 
Sl. Nos. 6,  26, 31 and 32.  

 
(iv) Recommendations/ observations in respect of which final replies of the 

Government are still awaited: 
Sl. Nos. 3, 7, 8, 9, 10, 14, 15, 16, 17, 27, 29, 30, 35, 36 and 40.  

 
3. The Committee desire that the final replies in respect of the 
recommendations for which only interim replies have been furnished by the 
Government and the recommendations which have been commented upon 
by the Committee in Chapter-I should be furnished expeditiously. 
 



4. The Committee will now deal with the action taken by the Government on 
some of their recommendations. 
 
 
 
A. Import of Natural Gas 
 

(Recommendation No. 3, Para No. 2.3) 
 
 
5. The Committee had observed that the demand of natural gas had increased 

rapidly during the Ninth Five Year Plan period and only half of the demand was 

being fulfilled.  The Government had taken steps to increase the production of 

natural gas through optimistic production from existing fields, faster development 

of new fields, exploration at greater depths in existing fields and exploration of 

alternate resources like coal bed methane.  The Committee had expected good 

results of such efforts, but in their view the import options were also of great 

significance.   The Committee had appreciated the initiatives taken by the 

Government in that direction.   The Committee had, therefore, desired that the 

Government should ensure early finalisation of projects relating to import of gas 

through Iran-India pipeline and from Myanmar after  completion of feasibility 

studies expeditiously by GAIL as nodal agency. 

 
 
6. While clarifying the position in this regard, the Government have submitted 
the following reply:- 
 

“Gas Authority of India Limited has been designated as the nodal 
agency by Government of India for import of natural gas through pipeline 
from Iran. Feasibility study with regard to laying of deepwater gas pipeline 
from Iran to India, which was awarded to a foreign consultant in May, 2001 
is progressing satisfactorily.  Currently, marine surveys are being 
undertaken to identify the pipeline corridor in offshore Iran, offshore Oman, 
outside the continental shelf/margin of the neighbouring country and the 
Indian waters.  Marine surveys are expected to be completed in a few 
months’ time, after which the pipeline techno economic study would be 
performed by the main consultant.  It is expected that the feasibility study 
would be completed by early next year and, thereafter, only subsequent 
project-related decisions would be taken. 
 



GAIL is also pursuing the initiative for import of natural gas from 
Myanmar.  It is understood that the Government of Myanmar is prepared to 
develop gas trade with India.  However, the present gas reserves in the 
Myanmar do not support a gas pipeline to India.  Early this year, GAIL and 
ONGC Videsh Limited have joined M/s Daewoo and KOGAS  in an offshore 
block in Myanmar with high probability of significant gas discovery.  
Exploratory drilling may be undertaken in this block next year and, in case 
large discovery is made, the question of setting up a gas pipeline to India 
would be examined.” 

 
 
7. The Committee are not satisfied with the pace of work being 

undertaken by the Government in the direction of finalising the issue of 

import of natural gas from Iran and Myanmar. This matter has been pending 

since long without any significant progress.  It is usually reported that 

import of gas from Iran involves security threats because the pipeline has to 

pass through land or water of Pakistan.  The Committee are delighted to 

note the big gas discoveries in India recently in some offshore fields. They 

therefore, desire that the Government should now take into consideration 

the new discoveries of indigenous natural gas while finalising the projects 

relating to import of gas from Iran or Myanmar to fulfil the natural gas 

demand of the country in future. 

  
  
B. LPG Distributorship in Rural Areas 
 
 

(Recommendation No. 6, Para No. 2.6) 
8. The Committee had observed that oil marketing companies had planned to 
enroll 215 lakh new LPG customers during the 9th Plan period.  As against this, 
335.4 lakh new connections were released during this period including 50.5 lakhs 
in rural sector.  They had further noted that as on March 1, 2002 there were 7269 
LPG distributorships of public sector oil companies catering the requirement of 
about 630 lakh LPG customers.  Out of this, there were 588 urban/rural 
distributors and 302 exclusively rural distributors in the country. The Committee 
had, therefore, desired that the Government should take initiatives to enhance the 



number of distributors to the desired level so that they may be able to cater the 
needs of people who were facing difficulties after getting the LPG connections.  In 
this context, they had also referred the assurance given by the Ministry to take all 
measures to establish the proposed 1200 distributors in rural areas in the shortest 
possible time.  
 
 

9. The Ministry have submitted the following facts in their reply:- 
 

“Upto Marketing Plan 1999-2000, 1247 distributorships were planned 
in rural markets, out of which 260 have already been commissioned.  LOIs 
are pending for another 126 distributorships.  In order to ensure that all 
these distributorships are commissioned as early as possible, position is 
reviewed by the Government on monthly basis.” 

 
 

10. The Committee regret to note that the Ministry did not stick to their 
promise made before the Committee to establish 1200 distributors in rural 
areas during the shortest possible time.  They are astonished to note that as 
against the Planned 1247 distributorships upto Marketing Plan 1999-2000, 
only 260 distributorships have been commissioned and LOIs of 126 
distributorships are pending.  The Committee understand that in the post-
APM era, the oil sector PSUs are free to establish their marketing set up as 
per their own planning.  Under these circumstances, the Committee desire 
that the Government should ensure that LOIs are issued for all 126 pending 
distributorships of rural areas without any delay.  The Committee also desire 
that the Government should ensure that oil sector PSUs incorporate all the 
earlier approved 1200 distributorships of rural areas in their marketing 
plans.  
 
C. Excise duty structure on Petroleum Products 

  
(Recommendation No. 8, Para No. 2.8) 

 
11. The Committee had recalled the fact that when decision to dismantle APM 

w.e.f. 1st April, 2002 was taken, it was also decided to reduce slab of excise duty 

gradually on indigenous production of oil, gas and refined products. They had 



regretted to note that excise duty structure had remained almost the same during 

the last ten years.  The Committee had, therefore, recommended that excise duty 

be reduced substantially so that benefits of free marketing are enjoyed by the 

common people. 

 

12. In their reply the Ministry of Petroleum and Natural Gas have submitted:- 

 

“Following table which gives the comparison of the existing excise 
duties on petroleum products with those approved by the Cabinet in 
November 1997 while approving the phased programme for the dismantling 
of APM:- 

 
 

Petroleum Product Existing Excise 
Duty 

Excise Duty 
approved in 
November, 1997 

MS 32 * 165 *** 
LPG 16 8 
FO, Naptha and LSHS- 
General use 

16 16 

Kerosene (PDS) 16 8 
HSD 16 ** 16 
LDO 16 16 
ATF 16 40 
Bitumen 16 16 
Others 16 16 

 
*   Special Additional Duty of Excise @ Rs. 6/Ltr. plus additional duty @ Rs. 1/Ltr. 
 

** Additional Duty @ Rs. 1 /Ltr. 
 

*** Inclusive of surcharge/cess.” 
 
 
13. The Committee are astonished to note that the Ministry have not 
appreciated the main thrust of the recommendation.  The Committee had a 
clear cut view that the Government should not be selective in implementing 
such important decisions like dismantling of Administered Pricing 
Mechanism.  They have announced the dismantling of APM w.e.f. 1.4.2002 
without reducing the excise duty on indigenous production of oil, gas and 
refined products to a particular level. The duty structure has been kept 



almost the same during the last several years. The Committee do not 
hesitate to say that by this type of selective implementation the welfare of 
common people has been ignored. The Committee, therefore, once again 
reiterate that the Ministry of Petroleum & Natural Gas should make all 
possible efforts to implement the Cabinet approved duty structure of 1997 in 
toto so that the objectives of dismantling of APM are achieved in real terms 
and benefits of free marketing are enjoyed by the consumers also. 
 
 
C. Regulatory Mechanism for Upstream and Downstream Sector 
 
 

(Recommendation No. 9, Para No. 2.9) 
 
14. The Committee had noted the emphasis of 9th Plan was for setting up of 
regulatory mechanism both in upstream and downstream sectors.  They had 
specifically noted that the Report of Inter-Ministerial Working Group on the 
regulatory framework in the upstream sector was pending with the Government 
since April, 2001 and awaiting final decision of the Government.  On the other 
side, the proposed petroleum regulatory mechanism for downstream sector was 
being prepared.  The Committee had deprecated the failure of the Government to 
give any final shape to the regulatory mechanism for both the sectors before the 
announcement of dismantling of Administered Pricing Mechanism from 1st April, 
2002.  They had desired that the Government should take a final decision in 
regard to regulatory mechanism for upstream sector.  The Committee had also 
desired that the Government should take all initiatives to set up proposed 
petroleum regulatory mechanism for downstream sector without any delay.  They 
had further desired that the regulatory authority should be given sufficient powers 
for monitoring the pricing of petroleum products also so that the adequate 
availability of petroleum products to meet the demand at reasonable prices in all 
parts of the country could be ensured.  
 
 
15. The Ministry of Petroleum and Natural Gas have submitted the following 

reply describing their initiative taken in the matter of establishing regulatory 

mechanisms for downstream as well as upstream sector:- 



 
“The Report of the Committee constituted by the Ministry of 

Petroleum and Natural Gas regarding setting up of an Upstream Regulatory 
framework is still under consideration of the Ministry.  It had been decided 
earlier that a view would be taken in this regard in light of progress on 
setting up of a Regulatory frame for downstream sector and developments 
after dismantling of APM after 31.3.2002 within 3-4 months. 

 
We will examine these questions further in the light of experience of 

Petroleum Regulatory Board Bill, 2002. 
 

The proposed regulatory mechanism is being given sufficient powers 
for monitoring the prices of notified petroleum and petroleum products and 
also to ensure adequate availability in all parts of the country. 

 
Government have introduced the Petroleum Regulatory Board Bill, 

2002 in Lok Sabha on 6th May, 2002 and has been referred to the Standing 
Committee on Petroleum & Chemicals.” 

 
 
16. The Committee are surprised to note that the Government have not 
been able to give any final shape to the proposed regulatory mechanism for 
upstream sector which was expected to be done before announcement of 
dismantling of APM from April, 2002.  Now, they have stated that these 
questions will be examined in the light of experience of Petroleum 
Regulatory Board Bill, 2002.  This shows the uncertain and impractical 
approach of the Government.  The Report submitted in this regard has been 
pending since April, 2001.  They have not decided whether there is any need 
of separate Regulatory Body for upstream sector or not in addition to the 
Directorate General of Hydrocarbons who are doing this work presently.  
The work of DGH relating to observation/regulation of fields/projects has 
increased many folds after implementation of projects under NELP rounds.  
Under these circumstances, the Committee desire that the Government 
should come out with appropriate legislation to establish a separate 
Regulatory Body for upstream sector without any further delay for 
regularization of upstream sector.  In Committee’s view there is no need to 
link this work with the experience of Regulatory Board for downstream 
sector. 



 
E. Streamlining the process of Project approval 
 
 

(Recommendation No. 10, Para No. 2.10) 
 
 

17. The Committee had noted with regret that no significant change had taken 

place during the Ninth Plan period in regard to removal of the existing bottlenecks 

by further streamlining the existing procedure for approval of various projects and 

their implementation.  The Committee had found that during Ninth Plan several 

major and important projects of oil sector could not see the light of the day due to 

delay in grant of environmental clearances, problems in acquisition of land, 

backing out of Joint Venture partners and delayed execution of work by 

contractors and foreign suppliers.  Exploration efforts were bottlenecked by the 

regulations on protection of Coastal Regulatory Zone (CRZ), forests and 

sanctuaries.  In fact, even survey was not being permitted.  They had felt that 

there was a strong need to modify environment rules to permit exploration and 

production in such protected areas on the basis of the ‘Compensatory 

afforestation’ principle.  They had noted that there were several locations where 

exploration efforts had been held up pending such facilitation by the Centre and 

State Governments.  The Committee had felt that there were a serious lacunae in 

implementation and monitoring process.  Otherwise, there was no reason why the 

private sector majors got in very short period of time the desired clearances for 

which the PSUs had to wait for very long time that too without any success.  The 

Committee had also observed that several projects of ONGC had suffered due to 

environmental objections.  They had, therefore, recommended that the 

Government should make a comparative indepth study in this regard and remove 

all the existing bottlenecks by further streamlining the existing procedures for 

approval and implementation of various projects of petroleum sector. 

 



18. The Ministry in their reply have stated that they have taken a number of 

measures to overcome the instances of time and cost overruns in respect of 

project implementation.  These include:- 

 
(i) A Ministry Monitoring Cell has been set up in Engineers India Ltd. 

exclusively to monitor the progress of ongoing projects. 
 
(ii) Periodical review of the progress by the Ministry. 
 
(iii) Monitoring of the progress by Ministry of Statistics and Programme 

Implementation. 
 
(iv) Periodical review of projects by Cabinet Secretariat. 
 
(v) Taking up the matter with various State Governments wherever there 

are problems in acquisition of Land for the projects, pipelines etc. 
 
(vi) Taking up the matter with various Ministries of Government of India 

and implementing Agencies whenever there are instances of any 
problems in the way of implementation of the projects. 

 
(vii) Taking up of the matter with Ministry of Environment and Forests for 

expeditious environmental clearances. 
 

The Government have constituted a Study Group to look into the aspect of 

simplification of procedures, rules and regulations.  Senior level officers of the rank 

of Secretaries to Government of India of various Ministries are represented on the 

Group.  Its recommendations would be examined once the report is received. 

 

It has been endeavour of the Government to assist contractors under the 

Production Sharing Contracts (PSCs) in obtaining necessary approvals including 

environmental clearances.  With the effort of this Ministry, the Coastal Regulation 

Zone (CRZ) was amended to allow petroleum operations including exploration of 

oil and gas with the approval of the Government, which was otherwise not 

permissible.  Regarding the protected areas such as sanctuaries, wildlife parks 

etc. it may be mentioned that Government has to seek the balance of economic 

development vis-à-vis environmental concerns and efforts are made to arrive at 

optimum decision. 



19. The Committee are happy to note that the Ministry of Petroleum and 
Natural Gas have now realised the need for streamlining the existing 
procedure for approval of various projects and their implementation.  They 
have also constituted  a Study Group to look into the aspect of simplification 
of procedures, rules and regulations.  The Committee desire that now the 
Ministry should take some concrete decisions to finalise these proposals in 
a time bound manner so that the implementation of pending projects of 9th 
Plan and approved projects of 10th Plan may not face any bottlenecks. 
 

 

F. Agreement for supply of gas for Assam Gas Cracker Project 
 

(Recommendation Sl. No. 14, Para No. 2.14) 
 

20. The Committee were anguished to note that ONGC had not been able to 

reach a final agreement with Reliance  Industries Limited regarding supply of 1.35 

lakh tonnes of feed stocks for Assam Gas Cracker Project even after a lapse of 

several years, due to which that long pending project of a North-Eastern State had 

been held up.  The Committee had learnt that there were about 10 clauses of  the 

agreement on which differences remained to be resolved between the concerned 

parties.  They had desired that final decision regarding the remaining clauses of 

the agreement should be taken within a month as promised by the Secretary, 

Ministry of Petroleum and Natural gas so that the work on the project could be 

expedited.  

 

21. The Ministry have submitted the following status report regarding 

agreement between ONGC and RAPL:- 

 

“Out of the 436 clauses of  the GSA propose to be signed between 
ONGC and RAPL  for supply of the feed stock for the project, the remaining 
10 core clauses also have been settled between the parties and the GSA is 
expected to be initialed by ONGC and RAPL shortly.  Regarding the supply 
of balance quantity of feedstock i.e. natural gas/ LPG , a policy decision is 
yet to be taken as to the specific feedstock and the agency who will supply  
the  same.” 



22. The Ministry deprecate to the lackadaisical approach of the Ministry of 
Petroleum and  Natural Gas in fulfilling their  promise made before the 
Committee.  No final agreement has been reached even after a lapse of six 
month’s time.  This has further delayed this important long pending project 
of North-eastern states.  The Committee do not see any justification in 
delaying the decisions on such important issues. They, therefore, once 
again reiterate that such all the issues have been settled, the agreement 
between ONGC and RAPL may be signed and Policy decision on supply of 
balance quantity of feed stock be taken immediately so that the 
implementation of Assam Gas Cracker Project is expedited. 
 

G. Implementation of Pending Projects of Indian Oil Corporation 
 

(Recommendation Sl. No. 16,  Para No. 2.16) 
 
23. The Committee had observed that as against the approved outlay of Rs. 

25488.13 crores for Ninth Plan, the expenditure as on January, 2002 for Indian Oil 

Corporation was  Rs. 12187 crore only.  The shortfall was Rs. 585 crores in 1997-

98, Rs. 406 crores in 1998-99 and Rs. 761 crores in 1999-2000 with respect to 

Budget Estimates for those years.  These variations had increased to the extent of 

Rs. 1500 crores in 2000-01 and Rs. 2432 crores in 2001-02.  The Committee were 

not satisfied with that type of utilisation track of a fortune 500 global company 

during the 9th Plan period.  The Committee had observed that the major shortfall 

was due to review of certain major projects.  In the meanwhile, the viability of 

those projects was adversely  affected by the policy changes of the State 

Government of Orissa and Haryana.  IOCL Navratna Board had constituted an 

investment review committee in  December, 2000 to review the  project   viability 

and prioritise the implementation of major projects.  The Committee had also 

noted that it had made certain achievements in mobilising the concerned State  

Governments to retain the earlier position regarding tax exemption.  The 

Committee, had, therefore  desired that IOC should  take a quick decision 

regarding implementation of major pending projects like Paradip Refinery Project 



and expansion projects of Panipat and Gujarat Refineries and start the work on 

these projects for their early completion.  They had also desired that IOC should 

adopt a realistic approach in finalising the 10th plan projects to avoid recurrence of 

such poor planning and implementation record. 

 

24. The Government have submitted the following reply showing status of each 

pending project of Indian Oil Corporation:- 

  

“As against the original  approved outlay of Rs. 25488.13 crore for 
IXth Plan, the actual expenditure was Rs. 12886.39 crore.  The major 
projects in which there were slippages were: 

1. Paradip Refinery 
2. Panipat Refinery Expansion Plan 
3. Panipat Power Project 
4. Linear Alkaline Benzene Project at Gujarat 

 
The reasons for shortfall in the above mentioned major projects were 

as follows:- 
  
(i) Paradip Refinery: Approval of the project was based on project 

viability with incentives/ concessions granted by the Orissa 
Government in December, 1998 under the Industrial Policy 
Resolution 1996 of the State Govt. which included 11 years sales tax 
exemption /deferment.  After withdrawal of sales tax incentives by 
the Orissa Government in February, 2000, the viability of the project 
was adversely affected.  Sudden drop in domestic demand of 
products also necessitated the review of the project completion 
schedules based on the overall regional  surplus/ deficit, IOC’s own 
surplus/ deficit etc. 

 
Although the government of Orissa have since finalised a revised tax 
concession package for the project, the same is around 33% of the 
original concession package.  It may not be enough  for mobilizing 
funding of the project.  IOC has taken up this matter again with the 
State Government recently. 

 
Based on the emerging domestic demand growth,  IOC would 
finalise the project  completion schedule which may spill over to the 
11th Plan. 

 
(ii)  Panipat Refinery Expansion Plan: Imposition of 4% entry tax 

on crude oil by Haryana Government adversely affected the viability 



of the project.  The  environmental clearance of the project was also 
delayed.  These two issues have since been resolved and the project 
implementation is in progress. 

 
(iii) Panipat Power Project: The delay in start of the project was on 

account of long project development period required for a refinery 
residue based power project, first of its kind in India.  The project is 
based on state of the art integrated gassification combined cycle 
technology.  Presently, EPC contract is under discussion.  However,  
commencement of project implementation is dependent on 
finalisation of power purchase agreement  for which  an MOU has 
been signed with the Haryana Vidyut Prasaran Nigam Limited. 

 
(iv) Linear Alkaline Benzene Project, Gujarat: The process of 

tender awarding was delayed due to the change in specifications to 
meet the customer requirement as also prolonged price negotiations 
with the tendering parties.  The project is under implementation and 
is scheduled to be completed in  
August, 2004. 

 
Thus, the variation in the planned and actual outlay of IXth Plan has 

been due to reasons beyond control of IOC i.e. dropping demand, low 
refining margin, price volatility and rapid quality improvement efforts. 
 

The Xth Plan Outlay of IOC’s is Rs. 24,399 which constitutes mostly 
the continuing schemes of IXth Plan period.  The new schemes constitute 
about 7% of the total planned outlay and as such the targets are realistic 
and achievable. 

 
In case of PSEs, better utilisation of plan outlays would be monitored 

through the MOUs.  All necessary support would be rendered to the private 
sector to facilitate their investments in terms of policy guidelines.  However, 
the actual expenditure during  the plan period would largely depend upon 
the materialisation in demand of petroleum products as envisaged.” 
 
  
  

25. The Committee are happy to note that Indian Oil Corporation has  
decided to continue with most  of the pending major projects of 9th Five Year 
Plan to the 10th Plan and that they are convinced that the new targets are 
realistic  and achievable.  The Committee, however, are unhappy to find that 
the completion schedule of Paradip Refinery Project   may  spill over to the 
11th Plan.  The Committee want to refer to the informal discussion held 



amongst the Orissa Government, IOCL and representatives  of Ministry in  
the presence of Standing committee on Petroleum and Chemicals Members 
during their study visit at Bhubaneshwar in October, 2002 and desire that 
the  Government / IOCL should make all possible efforts to complete the 
Paradip Refinery Project  during the 10th Five Year Plan as committed by 
them, except in extreme situation when viability/fundability of the proposed 
refinery is affected due to any significant drop in demand of petroleum 
products during current Plan or there is any delay on the part of Orissa 
Government in restoration of incentives.  The Committee had also noted that 
IOCL was considering to advance the commissioning of crude-handling 
facilities of Paradip refinery as well as additional investment in Paradip-
Haldia pipeline to supply crude to Haldia and Barauni refineries so as to 
utilise their surplus capacities.  The Government/IOCL should also take up 
the matter with Orissa Government for restoration of incentives originally 
granted in December 98/August 1999 for which they had agreed in principle.  
The Committee also desire that IOCL/ Government should take all initiatives 
to ensure the completion of all other pending projects of 9th Plan in a time 
bound manner. 
  
 
H. Prices of Kerosene and LPG 
 
 

(Recommendation Sl. No. 26, Para No. 2.26) 
 
 

26. The Committee had observed that the prices of kerosene for public 

distribution had been increased in March, 2000, September, 2000, and March, 

2002.  Similarly, the LPG prices had been increased in February, 1999, March, 

2000, September, 2000 and March, 2002.  All this was being done to achieve the 

targets set for phasing out the subsidies step by step. They were informed by the 

Government that the subsidies would completely be removed in next 3 to 5 years.  

This shows that the Government was likely to enhance the prices again in coming 

months also.  The Committee did not support such upward revision of prices of 



these commodities during such a short span of time.  The Committee had, 

therefore, urged the Government to reconsider their recent decision to enhance 

the prices of kerosene and LPG and roll it back to its original position.  The 

Committee had also desired that the Government should continue the subsidy on 

these necessary items of common man and they should not be put to any heavy 

financial burden. 

 

27. The Ministry have conveyed the policy of the Government in the matter of 

revision of prices of kerosene and LPG:- 

 

“One of the decisions of APM dismantling is to phase out the subsidy 
on PDS Kerosene and domestic LPG in the next 3 to 5 years.  The cushion 
period of 3 to 5 years for phasing out this subsidy has been given so that 
the consumers get used to free market pricing of these products.” 

 
 
28. The Committee do not favour the present policy of frequent price 
revision in case of kerosene and LPG and find it against the common man.  
The Ministry has justified such revisions by referring to the decisions of 
APM dismantling to phase out subsidy on PDS kerosene and domestic LPG 
but they have not considered it necessary to implement the decisions of the 
Cabinet meeting regarding reduction in excise duty on these items.  In 
Committee’s view, pricing of such common man’s items should be people-
friendly.  The Committee, therefore, reiterate their earlier recommendation 
that the Government should continue the subsidy on kerosene and LPG at 
the present level and they should bring the excise duty to the lowest level 
before considering any upward revision of prices of these items in future.  
The Ministry of Petroleum & Natural Gas should take up the issue with the 
Ministry of Finance appropriately to avoid any such price revisions of 
common man’s items. 
 
 
 
 



I. Concession to North-Eastern Refineries 
 

(Recommendation Sl. No. 30, Para No. 2.30) 
 
29. The Committee had observed that from the 1st March, 2002 all the four 

refineries in the North-East viz. NRL, Digboi, BRPL and Guwahati would get 50% 

excise duty concession on their products.  The Committee had welcomed the 

Government for extending that concession to all the refineries of North-East.  But 

they had found no justification for reducing the concession of NRL from 100% to 

50% just in the second year of its operation.   They had pointed out that on one 

side, the Government had not taken any final decision to give them an one time 

assistance of Rs. 375 crores and on the other, the Government had lowered their 

concession also.  The Committee had also noted that BRPL had also demanded a 

100% concession and other two refineries were also passing through the same 

phase of difficulty.  The Committee had, therefore, recommended that the 

Government should take up the matter with Ministry of Finance so that all the 

refineries of North-East get equal treatment and an excise duty concession of 

100% is provided to all of them. 

 
 
30. The Government have informed the latest status as under:- 
 

“The matter of restoring 100% excise duty concession to NRL has 
been taken up with the Ministry of Finance.  Also, the issue of extending 
additional concessions to the north east refineries is being examined.” 

 
31. The Committee are not satisfied with the initiatives taken by the 

Ministry of Petroleum & Natural Gas.  It appears that they have not been able 

to persuade the Ministry of Finance for providing 100% Excise Duty 

concession to all North-Eastern refineries even after elapse of more than six 

months.  The Committee feel that all the North-Eastern refineries have been 

facing difficulties in their day-to-day operations and they are not able to 



utilise their capacity also.  Under these circumstances, the Committee once 

again urge the Government to restore the 100% excise duty concession to 

NRL and also extend similar facilities to all other refineries of this region so 

that they may be able to maintain their viability in post-APM era. 

 
J. Disinvestment of BPCL, HPCL and EIL 

 
(Recommendation Sl. Nos. 31 & 32, Para Nos. 2.31 & 2.32) 

 
32. The Committee had noted that the Government had decided ‘in principle’ to 

disinvest a part of its equity holding in HPCL and BPCL through strategic sale.  

They had noted that the Government of India holding in BPCL was 66.2% and that 

in HPCL it was 51.01% and had a very good track record of profit making. They 

were surprised to note that on one hand the Government were treating Indian Oil 

Corporation Ltd. as flagship company for refining and marketing and on the other 

hand they were preventing them from participating in the bidding process of similar 

type of companies under the pretext of preventing monopoly.  The Committee 

were not convinced with the view of the Government that participation in the 

bidding process itself would create a situation of monopoly. Committee’s view was 

that the purpose of disinvestment was to obtain maximum price for the 

Government share and in this process, in order to ensure a competitive and fair 

bidding, there should not be any restriction for any company. The Committee had, 

therefore, urged the Government that they should reconsider their decision of 

debarring IOCL from the bidding process.    They had also desired that similar 

conditions should also be imposed on Reliance Industries Ltd. participating in 

bidding process of IPCL since they will have almost 100% monopoly if they were 

successful in obtaining the shares of IPCL. 

 

33. The Committee had observed that the Government had also decided to 
disinvest 51 per cent shares in Engineers India Ltd. (EIL) to a strategic investor.  



The Committee had pointed out that EIL was the most diversified and leading 
design and engineering company in the field of petroleum, refineries, 
petrochemicals, oil and gas processing, off-shore structures and platforms, 
fertilisers, metallurgy and power.  They possessed the data of all major refineries, 
petrochemical plants, technology used, layout plans etc. which might be exploited, 
commercially by a private enterprise.  Moreover, EIL was now a consistent profit 
making organisation with the status of a Mini Ratna Enterprise of first category.  
The Committee had, therefore, desired that such a pioneering enterprise should 
not be disinvested and should continue to be in public sector. 
 
 
34. About the policy of disinvestment of BPCL and HPCL, the Ministry have 

submitted the following reply:- 

 

“If IOC were allowed to acquire the controlling stake in HPCL and 
BPCL, IOC’s share of retail marketing of petroleum products would be 
almost 100% of the existing market.  IOC acquiring the controlling stake in 
BPCL/HPCL may not be in tune with the objective of ensuring competition, 
and thereby serving the interests of consumers.  In the interest of ensuring 
transparency in the bidding process, it would be necessary to decide about 
the rules of the bidding process upfront, rather than at the time of accepting 
the bids.  Hence, it is necessary to announce the decision of the 
Government before the commencement of bidding process in these PSUs 
so as to ensure consistency and transparency in the method of strategic 
sale in PSUs and confidence of the bidders in the process.  In view of the 
above, it is felt that there is no need for Government to review its earlier 
decision of debarring IOC from participating in the process of HPCL/BPCL 
disinvestment.” 

 
 
35. About the decision of disinvestment of EIL, the Ministry has submitted the 

following justification:- 

“Government had classified the PSUs as ‘strategic’ and ‘non-
strategic’.  Strategic PSUs are those operating in the areas of: 

 
(a) Arms and ammunitions and the allied items of defence equipment, 

defence air-crafts and warships; 
(b) Atomic energy (except in the areas related to the generation of 

nuclear power and applications of radiation and radio-isotopes to 
agriculture medicine and non-strategic industry); 

(c) Railway transport. 



All the other PSUs have been classified as non-strategic.  
Government has made its position clear through successive Budget 
speeches of the Finance Minister that it would reduce its stake in non-
strategic PSUs even below 26% and there would be increased emphasis on 
strategic sales.  It may be seen from the above that the criterion for 
disinvestment in a PSU is whether  PSU is strategic or non-strategic and 
not whether it is making profit or incurring losses.  The existing clients of 
EIL including oil PSUs can gain from the competitive environment after 
privatisation of EIL.  Liberalisation measures initiated by the Government in 
the hydrocarbon sector are aimed at attracting private sector investment.  In 
the ensuring competition, EIL may no longer have preferential/exclusive 
treatment from the PSUs.  In order to maintain its pre-eminent position and 
strengthen its expertise, EIL needs to have easy access to modern 
technology and capital to undertake large Lump Sum Turnkey (LSTK) 
projects.  In this regard, a suitable strategic partner for EIL would be 
appropriate. 

 
In view of the above, it is felt that there is no need for the 

Government to review its earlier decision of disinvesting its stake in the 
equity of EIL through strategic sale.” 

 
 

36. Basically, the Committee do not find it justified to disinvest the 
companies like BPCL, HPCL and EIL having sound track record and 
important for economy, transport and Defence sector.   Therefore, as 
recommended by the Committee in their 28th Report (13th Lok Sabha) these 
PSUs may be transferred to other PSUs like IOCL/ONGC/GAIL in any 
combination as the Government may deem fit as long as the pricing formula 
is transparent.  If at all BPCL and HPCL are to be disinvested, the Committee 
are not convinced with the justification given by the Ministry for debarring 
IOCL from participating in the disinvestment of these companies on the 
ground of preventing monopoly.  As pointed out by the Committee in their 
28th Report (13th Lok Sabha) this decision is not only irrational but against 
the spirit of Article 19 of the Constitution of India.  Article 19 (6) (ii) permits 
state monopolies in any trade, business, industry or service, whether to the 
exclusion, complete or partial, of citizens or otherwise. The Committee, 
therefore, reiterate that no company should be debarred from participating 
in bidding process if the Government want to earn good prices by selling 
their shares. 



K. Vehicular Pollution in Delhi and other cities 
 

(Recommendation Sl. No. 36, Para No. 2.36) 
 
37. The Committee had held a special meeting to analyse the situation arising 

out of Supreme Court’s order dated 5th April, 2002 directing the Delhi Government 

to allow only CNG driven public vehicles.  The Committee had shared the 

Supreme Court’s concern with the state of air pollution in the capital of the country 

and had agreed with its observation that both the Union and the State 

Governments had failed to discharge their constitutional obligations to protect the 

health of the present and future generations.   The Committee had noted that Delhi 

was not the only dangerously polluted city rather there were about 60 polluted 

cities in India and 30 out of these were critically polluted.  The Committee had 

desired a uniform approach to be adopted to purify the air of all such cities without 

caring Delhi in isolation and chosen for special privileges.  

 

  The Committee had further noted that in no other city of the world the entire 

public transport system was based upon CNG or any other single fuel.  Therefore, 

the Committee had desired that mandating the transport system to run on a single 

fuel needs to be examined thoroughly.   

 
 The Committee had noted that the CNG transport system had been made 

applicable in Delhi since 1999.   Since then in large number the local transport had 

been fuelled on CNG.  However, it was regretted that no specific information could 

be provided to the Committee in regard to the difference in air quality prior to the 

induction of CNG vehicles and the quality as on date. 

 
 They had further noted that there were some Committees constituted by 

Supreme Court as well as the Government of India working in different fields, 

assessing and analysing air pollution, emission norms, etc.  However, they are 

holding divergent views on the basic issues.  The Supreme Court had not given 

credence to the interim observations of Mashelkar Committee Report. The 



Committee had deprecated the inaction on the part of the Government and liked to 

call upon them to look into the matter of air pollution, emission norms, the 

desirability of single or multiple fuel with objectivity and rational approach.  The 

Committee had, therefore, recommended that the Government should constitute a 

credible and reputed committee which should go all agog in the matter and submit 

its report at the earliest.  They had further suggested that the Committee may 

consist of a nominee of each of the following institutes or associations – All India 

Institute of Medical Sciences (AIIMS), Institute of Petroleum Management, 

Pollution Control Board, Road Research Institute, IIT (Kolkata), etc.    

 

38. The Government have submitted their point-wise explanation as under:- 

 

“The Committee has made the following observations/ 
recommendations:- 

 
1.1 The Union and the State Governments have not taken the action for 

containing air pollution which affects public health.  Cities other than 
Delhi that are dangerously polluted, should be given similar 
treatment for bringing about improvements in air quality. 

 
1.2 The Government should make an assessment of the improvement 

that has come about in the air quality of the NCT of Delhi from the 
use of CNG as auto fuel. 

 
1.3 Mandating the (city) transport system to run on a single fuel needs to 

be examined thoroughly.  The Government should look into the 
aspects of air pollution, emission norms, the desirability of single or 
multiple fuel with objectivity and  rational approach. 

 
1.4 The Government should constitute a credible or reputed committee 

comprising nominees of the All India Institute of Medical Sciences, 
Institute of Petroleum Management, Pollution Control Board, Road 
Research Institute, IIT  (Kolkata) etc. 

 
With regard to the above mentioned observations/ recommendations 

of the Committee, the position is as follows: 
 

2.1  Air pollution and actions taken to control vehicular pollution in  
different cities in the country 
 



2.1.1 The air quality is monitored by the Central Pollution Control Board 
under the National Air  Quality Monitoring Porgramme.  Presently, air 
quality is being monitored by the CPCB in 90 cities  where 
suspended particulate matter, sulphur dioxide and oxides of nitrogen 
are monitored regularly.  Carbon monoxide and respirable 
suspended  particulate matter is monitored in some cities only.  On 
comparing the air quality of the year 1995 with that of the year 2001, 
the general trend is seen to be of declining air pollution levels in most 
cities. 

 
2.1.2 There are too many sources contributing to the overall air pollution of 

which pollution from automobile exhausts is one.  Contribution of 
auto exhausts to the overall air pollution is generally higher in the 
cities that have very high vehicle population, Delhi being on the top 
of the list.  The Government have identified Ahmedabad, Kanpur, 
Kolkata and Pune as the cities which have levels of certain pollutants 
in the ambient air equal to or higher than Delhi. 

 
2.1.3 The Government have taken several steps over the past five to six 

years to reduce pollution from automobiles throughout the country.  
The improvements made in the emission norms and fuel quality are:- 

 
(i) Emission norms for different categories of vehicles were 

revised throughout the country w.e.f. 1.4.1996. 
(ii) Euro-I equivalent emission norms for new vehicles were 

implemented throughout the country w.e.f. 1.4.2000. 
(iii) Lead was removed from petrol from 1.2.2000 in the country .  

Sulphur content in petrol was reduced from 0.20% max to 0.10 
max from 1.4.2000 in the entire country.  The four metro towns 
and the NCR are being supplied petrol of 0.05% max.  sulphur 
content. 

(iv) Sulphur content in diesel was reduced from 1.0% max. to 
0.25% max. in the entire country with effect from 1.1.2000.  In 
four metros towns and the NCR sulphur content in diesel has 
been reduced to 0.05% max. 

(v) Cetane number in diesel has been increased from 45 to 48 
from 1.4.2000 in the entire country. 

(vi) The quality of petrol and diesel in India is superior to that 
prevailing in developing countries like China, Malaysia, 
Indonesia, South Africa etc. 

 
An amount of over Rs. 10000 crore has been spent on the projects 

for improving the fuel quality. 
 

2.1.4 In order to provide environment friendly cleaner fuel natural gas, the 
Government took initiative of setting up city  gas distribution projects 



in Delhi and Mumbai.  For this purpose, separate joint venture 
companies, namely, Indraprastha Gas Limited (IGL) for Delhi in the 
year 1997 and Mahanagar Gas  Limited (MGL) for Mumbai in the 
year 1994 were formed.  These city gas distribution projects aim at 
providing natural gas for domestic, commercial/industrial and 
automotive purposes feasibility studies for taking up similar projects 
in other cities are in progress.  In pursuance of the    Supreme Court 
directives, GAIL is carrying the feasibility studies for supplying CNG 
in other polluted cities.  To meet the requirement of CNG for 
automotive use in Delhi, the Government have increased the natural 
gas allocation of IGL from 0.98 MMSCMD to 2.0 MMSCMD 
(equivalent to 16.10 lakh Kg. Per day). 

 
2.1.5 Thus it may be seen that Government have taken several steps to 

improve auto emission and fuel quality not only in Delhi but in other 
cities and the entire country. 

2.2 Assessment of the improvement in the air quality in the NCT of Delhi  
due to the use of CNG for automotive purposes 

 
2.2.1 During the period 1996-2001, the following steps have been taken by 

the Government to reduce vehicular pollution in the NCT of Delhi:- 
 

(i) Removal of lead from petrol from 1.9.1998; 
(ii) Reduction of benzene content in petrol to 1% maximum from 

1.11.2000; 
(iii) Reduction of sulphur content in petrol from 0.20% max. to 0.05% 

max. and in diesel from 0.50% max. to 0.05% max. 
 

2.2.2 Further, under the directions of the Supreme Court, the following 
actions have been taken:- 

 
(i) Introduction of Euro-I equivalent emission norms for new 

vehicles from May 1999. 
(ii) Introduction of Euro-II equivalent emission norms from April 

2000. 
(iii) Phasing out of more than 8 years old autorickshaws, taxis and 

city buses from April 2000. 
(iv) Conversion of city buses to the single fuel mode of CNG. 

 
2.2.3 Due to the above mentioned actions, air quality in the NCT of Delhi 

has improved.  The impact assessment of the contribution of 
different measures, mentioned  above, is not available as of now.  
The Government, however, in November, 2001 commissioned a 
study “Road traffic pattern and air quality in the NCT of Delhi”, 
through the Central Road Research Institute (CRRI), New Delhi.  
CRRI was, inter alia, asked to make impact assessment of the 



measures taken in the NCT of Delhi to the air quality improvement.  
The contribution of usage of CNG for automotive purposes  to the 
improvement of air quality in the NCT of Delhi would be known on 
receipt of the report of the CRRI study, which is expected shortly. 

 
 

2.3     Formulation of an objective and rational auto fuel policy 
 

2.3.1 The Government have set up a Committee of Experts of national 
repute, headed by Dr. R.A. Mashelkar, Director General, Council of 
Scientific and Industrial Research (CSIR) to make recommendations 
on an appropriate national auto fuel policy and the related issues.  
The  terms of reference and the constitution of the Expert Committee 
are at Annexure-I.  The final  report of the said Expert Committee is 
expected shortly, after which the Government would take appropriate 
decisions for finalizing an  auto fuel policy for the country.  While 
formulating the policy, observations made and the concerns 
expressed by the Standing Committee would be kept in view. 

 
2.4 Constitution of an Expert Committee associating AIIMS, IIP, CPCB, 

CRRI, IIT etc. 
 

2.4.1 The Expert Committee  referred to in Para 2.3.1 above has wide 
ranging expert representation.  As may be seen from the constitution 
of the  Expert Committee the following experts/ institutions, 
recommended by the Standing Committee, are represented on the 
Expert Committee:- 
(i) Director, Indian Institute of Petroleum; 
(ii) Chairman, Central Pollution Control Board; 
(iii) Director (the then), Indian Institute of technology, Chennai; 
(iv) Vice-Chancellor (the then) of University of Roorkee IIT, 

(presently IIT, Roorkee) 
 

2.4.2 On the recommendation of the Expert Committee, the Government 
commissioned a study through the Central Road research Institute, 
New Delhi (CRRI) to assess the urban road traffic and air quality in 
the cities of Delhi, Mumbai, Kolkata, Chennai, Bangalore, 
Hyderabad, Ahmedabad, Kanpur and Agra.  Thus CRRI has been 
associated with the Committee. 

 
2.4.3 Similarly, in the area of public health, on the recommendations of the 

Expert Committee, the Government entrusted a study to the 
Industrial Toxicology Research Centre, Lucknow. 

 
2.4.4 Further, the Expert Committee interacted with the following 

specialists in the area of medical sciences and public health: 



(a) Director, National Institute of Occupational Health of the 
ICMR: 

(b) Director, ITRC, Lucknow; 
(c) Experts from the AIIMS, New Delhi, Post Graduate Institute of 

Medical Education and Research, Chandigarh, Patel Chest 
Institute, New Delhi and the Indian Council of Medical 
Research, New Delhi. 

 
2.4.5 It may be seen from the above that the expert institutions suggested 

by the Standing Committee to be associated with the Committee of 
Experts are either represented on the Expert Committee as its 
members or have been associated with its work by commissioning 
studies through the subject expert institutions.  Practically, all the 
national level institutions on medical sciences, public health and 
toxicology have provided inputs to the Expert Committee.” 

 
 

39. The Committee are happy to note that the Government have observed 
the air quality of all major cities of the country facing Pollution problem and 
taken initiatives to improve it.  The refineries of the country have also spent 
a huge amount on fuel quality improving projects during the last 5-6 years.   
However, the Committee also desire that regular air quality observation 
system should be established in all the critically polluted cities of the 
country and necessary measures should be taken to monitor and minimise 
the Pollution through use of various alternative fuels. 
 

The Committee are surprised to note that the Government have no 
impact assessment system to study the contribution of different measures 
in improvement in air quality in the NCT of Delhi.  In addition to use of CNG 
for public transport other factors like use of unleaded petrol, reduction in 
benzene content and sulphur content in diesel have also contributed 
significantly in reduction of pollution level in the capital.  The Committee do 
not favour the casual approach of the Government in deciding the policy in 
such sensitive matters affecting whole population of the capital. The 
Committee, therefore, reiterate that the Government should make an yearly 
impact assessment of the measures taken in the NCT of Delhi to the air 
quality improvement.  In Committee’s view without any such regular planned 



assessment, no conclusive action can be taken to observe and control the 
air quality of Delhi.   

 

The Committee are surprised to note that the country is running 
without any fuel policy particularly in a situation when many alternative fuels 
are available before us and various directions are also being given by the 
Court or Government from time to time.  The Committee, therefore, desire 
that the Government should come out with specific fuel policy for the 
country in the shortest possible time so that every type of confusion in mind 
of people can be removed. 

 



























































 







































































 


