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“We cannot

regulate gas
prices”

years after il was first constituted, the Petrolewm and Notural
Regulatory Boord (PNGRB) continues to move ahead in o

hy menner — it is inviting bids for 2,800 lm of cross-country
tirves artal 1,200 kerm oof spuerlines next weels; it is in the process of
¢ toriffs for the Mukesh Ambani-owned Relionce Gas

sportation fadio Limited (RGTTLY pipeline; and will bid out

nul egght B fen greoggraphion] areas for city-gas distribution every
Ih for gnother two fo three vears, And yel, the powers given fo it
irnvitecl, 10 con reguibite the tariff charged for transporting city

forr instoenee, bl connod repubate the overall cost of gas b

HIFENATS

i sewne of e recent bids if bas got, city-gas supplicrs

bid @ mero tariff for corrying the gos, s Chairman L Moasingh
e af length on several of these issies o Sunil Jain, nchacding the
sy dver whether hife Roged wes soitebly ermpowered o take
sions i a ot of areas. Excerpts of the conversation:

i the non-notification of

ion 16 of the Petroleum and
iral Gas Regulatory Board
BB} Act mean you have no
ers 1o regulate over

lines and city-gas projects?
Eovernment says we have all
swwers that are needed and
dakeholder has questioned
powers — Gail had got an
an saying we had no power
I to is participating in our
M Process,

ut there i an ssue i the
s that the petroleum minkstry
nues to tike decisions on 80
ent of the gas produced in the
Iry today — this is the
imistered  Price Mechanism
Ay gas, To give a related
iple, il the Controller of
fal lssues had not bieen abal-
I when Sebi was set up, its
loning would have been

affected, wouldn't i? Inferestingly,
the lirst para of the government
affidavit in the High Court said we
had all powers but the secomd
para took this away — il said we
could process applications for
pipefines and city-gns projects but
consld not decide on them!

Some of the bids you're get-
ting for ci projects have
a lnftr:valuéqhﬁ:ﬁpelim tar-" !
itfs. But who's going to cnsure
the overall gas price for the
consumer is not high?

Wi have the power to do thes under
Section 11 F of the PNGRB Act.
Bul for us to use this power, the
povernment has to nodify products
and put them in this section, So far
this hasn't been done. Logically, the
povernment coukld have ab leass
notificd those products which are
ot sesbsichised as heavily as LPG

il - ST o 3 1
cigld, Ttk H—

and kerosens an: — products Bke

nitha, furnacns oll

But don’'l worry toa much
about city-gas pricing. Though we
can regulate only the pipeline tar-
iff which is a small part of overall
oosts, a natwral oeling on prices is
the price of subsidised LPG for
households. Amd after the initial
problems, wll existing city-gas
profects will be sulyect 1o our e
ulbations, so this will gel zomed
ol I inchedition to the pre-existing
projects, we've blentified 330
mare arcas and will put up eight
tor tess for bickding cach month for
the nest two (o three years

tsn't there the danger of
cartelisation in the case of
these city-gas projects? Some
bidders never bid against each
other in city-gas projects.

We have decided that we will
accept single bids unless there is
clear evidence of collusion.
Theee will be four months ol
seruting which is plenty of time

for objections to he mode and
examined

The government anthorised
nine cross-country pipelines
hefore you came irto being
and the RGTIL pipeline was
alsa in existence before

came up. How will you

with their tariffs siace their
costs are 3 given —- in the case
of RGTIL it was hiked many
times in comparison with the
initial estimates.

Under our Act, all rew pipelines
have to b competitively bid for
Ine fact, after the government
pre-empled us by approving

nine pipelines, | dida’t think
we'dl get the Kind of response
we've got, There are already Tive
Expressions of Intevest we've
got Tor new pipelines and these
will be bid out in the next one
wirek — the total trunk length of
these pipelines s 2,400 km and
there are another 1,200 km or so
of spurlines

“Our powers are restricted
to requlating pipeline
tarifs which are typically a
fraction of the overall taniff
— tilf gas is notified under
Sec 11F we can't requlate
its consumer price”

But this includes parallel
pipelines from Kakinada. Why
don‘t we have single pipelines
which everyone ¢an access? ~
Why doees each producer want
to have its own pipeline to
carry its product — what hap-
pened to the common carrier
principle?

The Gadl and GSPL pipeline pro-
posls did have a paralle] route for
Ti-oidd km — hoth opposed each
other's proposals on this. very
ground and RGTIL oppased both
saying it could sorve the market
they were godng to serve by buibd-

Pholn: SARLIAY SHAFIMA
ing spur lines! We have a pipeline
mdvisory oo mitter thot helps s,
My vies i that Bt ies st o o] idea
fon correbti supgely with what looks
Tk ezl very chosely ThTE o
e gras ks theepe, the demamd will
just shaast up amld a1l demand-sup-
Py correlaon oxercives hecome
imfructieous. Soit"s important to be
i bat libernl w hile granfing permis-
sionis, Fast wer don’l wornl parallel
pipetines, so the GailGSPL proj-
ects will be combsined and bid out
Al dhie wall ned e parallel 1o
ROTIL. (Unsber the PNGRDB way of
Tumct bl @ ompaaies wanting (o
sel wnp pipelmes can progoss them
and, after PNGRE has wetted their
Expressions of Intensd, the pro-
posals are apened p to paablic
Brichedings )

How are you going to fix tar-
iffs hralr:ﬁyguﬁut rised
pipelines? The capex is a
given, so even if it is gold-plat-
ed, you can do nothing. Will
you dao benchmarking?

We debated this extensively amd
found that globally tariffs differ
widely depending upon termin. So
while we will try and ensure the
tariff is res onable, there cannot be
any benchmacking. The Hazira-
Vipipur-Jagadishpur
pipeline, for instance, was bult on
relatively flat ground, RGTILs Enst-
West is different terrain. Wi've
hired o consultant whe will take a
first look at the tanff*s reasonable-
ness, then we'll examine his report,

We'll have consultants for each
pipeline, and so will be in o posi-
lion to compare their reports .
We've gol the affiliate code of con-
duct in place as well — the
pipeline tarifl has to be quoted
separately and has to be offered to
everyone. It owill take us six
maonths or 5o to fix the tariffs of
the existing pipelines. The tariffs
will be reviewed after the first
year, amd then after five
years, I the tariffs we fix ane
lower than thoese being currently
chirgged by vanous pipelines, the
ey will have fo be refunded to
consumers. OF the nine plpelines
authorised by the govermment in
Eiwe peridad booween e passage of
the PHNGRIE Act aml the notifica-
tien of the Boand, four haven't
even started work — we're tabking
legal opinbon on whether we can
Lich these pipudines ot

But are you going to ask why
pipeline costs have gone :r 50
dramatically? In the case
RTGIL, its tariffs are far higher
than what Gail had said it
would charge if it was allowed
to develop the line.

T Hate bt Compaimics 10 e !

us thie doctmentation (o shiw
they've been approved of by the
govermment — this has not been
provided. In several city gas proj-
ects, for instapce, the letters of
approval provided 1o us have o
dhate that = after the Boand was
constituted! We have also asked
the government to gie us the
details of the approvals and the
cost of various cross-country
pipeline propects that it approved.



