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MADAM CHAIRMAN: Before we take up the motion for consideration of the Petroleum and Natural Gas Regulatory

Board Bill, 2006, as passed by Rajya Sabha, listed in the Supplementary List of Business, I have to inform the House that

[ have received a letter No. P-23011/8/2005-Mkt dated 20 March, 2006 from Shri Murli Deora, Minister of Petroleum
and Natural Gas intimating that the President has recommended under article 117(3) of the Constitution the consideration

of the Bill by Lok Sabha.

THE MINISTER OF PETROLEUM AND NATURAL GAS (SHRI MURLI DEORA): Madam
Chairman, I beg to move:
“That the Bill to provide for the establishment of Petroleum and Natural Gas Regulatory Board to regulate
the refining, processing, storage, transportation, distribution, marketing and sale of petroleum, petroleum
products and natural gas excluding production of crude oil and natural gas so as to protect the interests of
consumers and entities engaged in specified activities relating to petroleum, petroleum products and
natural gas and to ensure uninterrupted and adequate supply of petroleum, petroleum products and natural

gas in all parts of the country and to promote competitive markets and for matters connected therewith or
incidental thereto, as passed by Rajya Sabha, be taken into consideration.”

Madam, I thank you for permitting me to present the Petroleum and Natural Gas Regulatory Board Bill, 2006 in

this august House. This Bill has been considered and passed by Rajya Sabha on 2" March, 2006. ... (Interruptions)

Before I come to the specifics of this Bill, I would like to briefly highlight some of the importance of oil and gas
sector in our growing economy. Energy is an essential requirement for economic development and is an important
prerequisite for improving the quality of life of our people. At present, in the primary commercial energy mix of our
country, coal, oil and gas constitute about 51 per cent, 36 per cent and 9 per cent respectively. As per Hydrocarbon
Vision-2025, the combined share of oil and gas in the total energy mix in 2025 is likely to remain at the current level.
Thus, even in 2025, the oil and gas sector will continue to play a dominant role in the total energy requirement of the

country.
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Our economy is, fortunately, poised to grow by over eight per cent during 2005-06 and this trend of robust growth
is projected to continue in the foreseeable future. The economic growth of the country is critically dependent on energy
management. We import more than 70 per cent of our crude oil requirements to meet our domestic demand of petroleum
products. Last year's foreign exchange outgo on account of crude oil imports was of the order of US § 26 billion, that is,

Rs. 1,17,000 crore.

Further, at present, about 50 per cent of the estimated gas demand is met by indigenous production. Thus, meeting
the oil and gas requirements of our growing economy is a Herculean task. The National Common Minimum Programme
emphasises the need to put in place policies to enhance the country's energy security. The efforts made by the Ministry of

Petroleum and Natural Gas in enhancing the oil and gas security of the country include :-
(N increasing domestic oil and gas production under New Exploration and Licensing Policy, NELP VI;
2) acquiring oil and gas acreages abroad - buying the land and properties abroad and drill oil there;
3) importing LNG;
4) taking initiative to import gas through transnational pipelines;
(5) diversifying crude oil supply sources; and

(6) taking steps to build strategic crude oil storage.

The different sectors of the Indian economy have progressively moved towards market-driven regimes in the past
few years. In the sectors requiring regulatory intervention like electricity, telecom, etc., statutory regulators have been
established. Not only has this helped in getting the much-needed investments in these sectors and their orderly growth,

the consumers have benefited on account of availability of better services and products at competitive prices.

Through this Bill, the Government is envisaging to set up a statutory downstream petroleum and natural gas

regulator with the following main objectives:

1. to regulate refining, processing, storage, transportation, distribution, marketing and sale of petroleum,
petroleum products and natural gas so as to protect the interests of consumers and entities engaged in specified
activities relating to petroleum, petroleum products and natural gas;

2. to ensure uninterrupted and adequate supply of petroleum, petroleum products and natural gas in all parts of
the country; and

3. to promote competitive markets.

Earlier in the Thirteenth Lok Sabha, the then Minister of Petroleum and Natural Gas had introduced the Petroleum

Regulatory Board Bill, 2002 on 6" May, 2002. On 17" May, 2002 the Bill was referred to the Parliamentary Standing

Committee on Petroleum and Chemicals for examination and report. The Committee presented its report to Lok Sabha
about a year later on gth May, 2003 recommending that the Bill be passed subject to their recommendations and
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observations. The official amendments, as proposed by the Committee were introduced by the earlier Government in the
Fourteenth Session of the Thirteenth Lok Sabha in 2003. However, the Bill could not be taken up for consideration by the

Thirteenth Lok Sabha and it lapsed.

The Parliamentary Standing Committee had made 49 recommendations. I am happy to tell you that the
Government has accepted 47 of them. Twenty-six recommendations have been incorporated in the Bill. Twenty-one
recommendations are proposed to be incorporated in the rules and regulations which would be framed by the Government
and also the Regulatory Board. With respect to the remaining two recommendations relating to declaring storage
facilities, hydrant systems at airports, etc., as common carriers, the Bill seeks to empower the Board to register entities
who propose to establish storage facilities for petroleum, petroleum products and natural gas beyond a certain capacity.

The Ministry has generally agreed with the recommendations of the Committee.

The Standing Committee had strongly recommended that the Government should lay down separate regulations
incorporating provisions essential to handling the specific problems of the gas sector. Our Government fully agrees with
this recommendation. The petroleum and gas sectors are at different stages of development in the country with the gas

sector being at an early stage of growth. Globally, the share of natural gas in world’s primary energy consumption is

growing faster than other commercial energy forms. It is often said that if oil was the fuel for the 20th century, the 215

century will be the era of gas.

The Hydrocarbon Vision — 2025 projects that the share of natural gas in the total energy mix of India will increase
from the present nine per cent to 20 per cent by 2025. With a view to incorporating the recommendations of the Standing
Committee relating to the gas sector in the Bill, the Government had extensive consultations with the gas industry and we

have incorporated appropriate provisions in the Bill which specifically pertain to the gas sector. These relate, nter alia, to:

(1) affiliate code of conduct;

(i1) pipeline access code;

(ii1) introduction of the concept of contract carrier;

(iv) marketing service obligations of city or local gas distribution entities;

(V) exclusivity for a certain period for building or operating city or local gas distribution network; and

(vi) methodology for fixation of transportation tariffs.

It may be noted that while the Bill introduced in Parliament in May, 2002 was titled “The Petroleum Regulatory
Board Bill, 2002”, the present Bill is “The Petroleum & Natural Gas Regulatory Board Bill, 2005”.

In addition to the changes related to the gas sector, a few refinements brought about in the present Bill relate to:

i. having a Member (Legal/Judicial) on the Board;

i. introduction of the concept of "restrictive trade practices’ instead of "profiteering’;
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iii. a common Appellate Tribunal for the electricity and petroleum sectors;
iv. deleting exclusion of the jurisdiction of the MRTP Commission/Competition Commission; and
V. empowering the Board to register, instead authorise, entities seeking to market petroleum products and

setting up Liquefied Natural Gas Terminals; and

Vi. registration of entities seeking to establish storage facilities beyond a certain capacity.

The passage of this Bill will greatly boost the investor confidence in India’s oil and gas sector, and will help us in
the promotional road-shows we are shortly undertaking for the VI round under the New Exploration Licensing Policy
(NELP).

Madam Chairperson, I would like to convey our thanks to the Chairman and Members of the Standing
Committee, for their contribution and valuable suggestions which helped us in framing the Bill, and also the other
stakeholders.

I now commend the Bill to this august House for consideration and passing.

MADAM CHAIRMAN: Motion moved:

“That the Bill to provide for the establishment of Petroleum and Natural Gas Regulatory Board to regulate
the refining, processing, storage, transportation, distribution, marketing and sale of petroleum, petroleum
products and natural gas excluding production of crude oil and natural gas so as to protect the interests of
consumers and entities engaged in specified activities relating to petroleum, petroleum products and
natural gas and to ensure uninterrupted and adequate supply of petroleum, petroleum products and natural
gas in all parts of the country and to promote competitive markets and for matters connected therewith or
incidental thereto, as passed by Rajya Sabha, be taken into consideration.”

SHRI VIJAYENDRA PAL SINGH (BHILWARA): Madam Chairperson, thank you very much for giving me an
opportunity to speak on this very important piece of legislation. I must start by saying that this Bill was referred to the
Standing Committee. As the hon. Minister has already stated, most of the recommendations have been put into this Bill,
and the Bill has been passed in the Rajya Sabha. But I have a few things to say. But, first and foremost, let me
congratulate the hon. Minister that in a short time that he has been the Minister of this Department, he has been able to

put this Bill, this piece of legislation, across to us.

Sir, the regulatory bodies are the “in thing’ in the world today. We have the Electricity Regulatory Bodies. On the
finance side, we have the RBI, which is also one of the regulators. Then, we have the SEBI. The argument today is:
should we have super regulators? On the finance side, it would look into the finances, stock market, etc. There has to be
some sort of a coordination. That is why, I urge the Minister that he has a Department but along with that, there are very
related departments which also need some sort of a coordination. There are regulators of electricity; there are regulators
of petroleum. There is a TRAI but I am not talking of telecommunication. But I am talking about the related

departments. Then, we also have coal. These are inter-related. We do not have regulators of the GAIL. That is one of
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the problems power plants are facing. GAIL is there which had ensured supply to the power plants and utilities like

NTPC and other utilities, who are in the power business and who are manufacturing power in the thermal power stations.

It has been noted that because of the relationship not being there, there is a problem. Is there a move that we
should have some sort of a super-regulator who would ensure supplies to these power plants? This is one of my queries. |

welcome this Bill.

Otherwise, I remember, there had been a lot of scams in the allotment of petrol-pumps. I would not go into the
details of it. But I am sure, the regulators would look into it and see that a very transparent policy is framed. The role of
the regulators is being very important also for the reasons that there are big private parties also coming into it. We
already know, the Reliance has come with a lot of petrol-pumps across the country. There used to be monopoly; in the
sense it used to be only the Government owned ones, with the utilities like the BPCL, IOC, HPCL and others. But now,

there is going to be more competition.

I would also like to deal with the competition aspect because this is one of the things that has been put-forth.
About the regulators, we have had the experience in the field of electricity. We thought that as the Electricity Act, 2003
would usher in competition, the tariff rates would come down. But what we find is just the opposite. I am sharing this
experience with you because it is a related subject. This is the experience that is there about the regulators in the
electricity, CERC, SERC. The thinking was that it would usher in more and more competition and so, the tariff rates
would come down. The Electricity Act came into being in the year 2003 and now, nearly three years have passed, but the
position in regard to tariff rates have not improved. So, I want the hon. Minister of Petroleum to see and study those

experiences also.

What has really happened with the Power Trading Corporation and the other trading that are coming up? The
competition is very good if there are a lot of players in the market. But what happens when there is a shortage in the
market? About electricity, we all know that the demand is more but the supply is less. In that condition, the tariff on
electricity — because they also want a cut -- is going up. So, looking at these experiences, we must be very careful here

also.

May I also talk about the experience of the TRAI because a mention was made about it, just now in the House?
TRAI came into being; they had their own funding. When the Chairman and Members of the TRAI were travelling
abroad -- all these things came in the newspapers -- they had their own TA,DA rules. You might remember that they
were charging very exorbitant TAs, which was 500 dollars or something like that. Is there something in this regulatory
system to see how much would be the TA,DA while its Members and Chairman travelling abroad? Who would be going

to look into this?

Madam, one of the other problems, which the Parliament has also faced is in calling the regulators as witnesses to the
Standing Committees. We have faced this problem. I am saying so because I was also a Member and Convenor of the
Committee on Electricity Act, and I am also a Member and Convenor of the Standing Committee. When we tried to call

the regulators to appear before the Committee, they said: “There is no provision to call the regulators to the Standing
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Committees.” We wanted to ask lots of questions on the competition and on the TA,DA Bills. We wanted to know
whether all their salaries and TA,DAs are going to be from the Consolidated Fund or from their own funding. How are
they going to raise their own funding is another question that I would like to put forth to the Minister because it is very-

very important.

17.00 hrs.

Tariff is going up and where there is shortage in the market there has to be some sort of capping. Now, Reliance,
IBP and Indian Oil are going to be in competition. Competition means that they can pool and raise the prices through

these cartels. That would not be beneficial to the consumers. So, this should also be looked into.

The new concept now is, we have entered into a new era in the 21st century, everybody knows that oil is not going
to last us forever. How are we going to conserve or save oil is also one of the main works of the regulator. I think in this
Bill there is nothing on how the regulators are going to see that some sort of programme on conserving or saving the oil
like putting across hybrid cars is taken up through R&D. Cars that are going to come should not be obsolete. They
should have better oil conserving facility. Euro-II or Euro-III cars should come and that power also should be with the
regulators so that these things are looked into. Companies like Maruti, Honda try to save oil, petrol and diesel by putting
across hybrid cars. Hybrid cars are now available in Japan and America. There are battery-run cars also. That is a
different subject. I would not like to go into that but to look after the conservation of oil should also be the work of the

regulator.

Talking about the super-regulators, [ would again reiterate the point that the super-regulator should look after the
whole energy scenario, coal, electricity, gas and oil. In a number of countries there are super regulators. 1 feel that all the
regulators are interested only in their departments or the Ministries and lack of coordination is there. We must start

working on it even if it is not thought of today.

Otherwise, | feel that it is a piece of legislation which should have come about long time ago. I congratulate the

Minister for putting it across.
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A e BT Adad & fob o1 fafSrera gy mudt wirg 8 & 39 Tiedl A S &9 Gy difes Stax it 3= Uil UR Wi dy 3 A
fT=oT R T, I SRR T WS | Afh 9ga § VW A TS I AT €, R 95 99a aar 81 5 B9 W BF 999 o
P OenRd & WEBY A Fed § U Hvad & Aegd o fded fhar en, o9 Aoy srax oft deiform fafter O fh wdl-del s,
S WERIE, IR #, R I A MU A P TRe] WE UISW AT B g & 7, A A0S Weww § wAf ot ¥ wEw € fF o A
IR § U1 93-a8 B A1 el € iR e egy & g el €, 98 W urgy oed & gR1 I wwrg ¥ A1 3 @I 9 Sl 3resl
FH 99 T @A I § A FopR B AT Igd oS A e 8 <id # W o Tsar § ok F-aoft Fedieh 2 8 -
S IEH U e B ST RGO W BRI 81 3R U WS @ g1 MY ¥ WWls HYl a1 AY AT W |e DI I W
wte AT 7 A el @l

U UBR ¥ 89 S A 9ed H gAY 39 ard & ff e @) 2 P s iR # ded ddl @ Bd 67 STelk ufa avd
F ugd T3 21 5 HR YSifera dredey & IW BHY TagUe B 8, W H $¥ SaR-ded Bl g fORd Sl W et 2l
el al JW P SR BT AT 70 WAYE, TH G 35 FOIR BRI BT BT Hedl del 3EIE BAT TST AT - A TAH W A 2
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# 3ues wierH | A WA o @ f wE A 6 e W )R $9 @9 gfawd €1 gaR Fated a5 7 N s dsd g,
SHHT T I ATGH T &1 SE T YT BRANCY IR & R 9 Ot F Surer ) 9@ Ml o, art miea @ vave qeit| 98
TSHT aedl & fF 89 30 WeR &I f@r a1fes SH-A19 &1 S9! Bl fHel| 39 a0™ BIE-a1e! AeHEsed BT 39 319 T
F B B g T &R @ € 6 & g 39 I SN oFR geiod &1, a1 # o wemw ¥ A @A St 9 99 asa 31 fren
g IGS! U B 3@ | IH B 7 AT AW HRANCY AT ¢ B T W IH1 B yHE T US| 3HD WI-A1 Hary
W ot & iR T off vavet wrer § % &1 Of wfoelt @ omw S 9 e g ¥ WS, Ry Igfera dede 9 & w@ua 9 ey
TG I TGl Al of 9h | S99 9 BT wraer 2nml

[HTAf AETET, WX @I W 99 d1d 8 T E 99 FEd & fay ard @ 9gd € afed #§ sarer w9y T o1 argm, ifes ardt
TR 980 ¥ WG Wewdl P arddl g1 § 39 QAvud o1 quel d=d gy o a1 WIS SRal gl A g3 der & w9 o, g
forg v aga-agd gaEl

it IW HUTA Aed (YeAN) : AT wHrafa wEEan,  # Sgiform ok wiefas e fafme @S fadus, 2005 @ wweE # e & forg
w1 g3l g A #A off 7 39 fAdus & wenw | agd SOW Hew IO gl 98 fdus Rod @weRr @ ywafad ol 3w Rews @
AMEY FA Ot F SNl @Y UEd o B BN B 2| 39 dIS B e § Bg diel, O UIede 19 Sared axvl, Regad, def,
R, e, fREeqEm Arbfen, anfs W = & &1 & fear o 3w 9 # orme & IraTdT ufud SR 9R gew '
Rras frafe uig aif & forg @ s

# Ay w30 Sft &1 S o SR e 6 o Ofd Wewdl &1 999 H, o AR W) I8 BT § 5 89 U9 vel R Rerd
Sl AT FATgT AEYUH AT ILUICH AABIRAT BT FRgfea B &1 W qorwd € 6 oy 39 91S H d@iel  fAREl B qewi &
w1 # Frgfad o8 frw Se@ o & e | ot 2 Srawete ot 3 i wer b Pftad dv W e Susiaarsli B W aee g,
S Rl B G a9 oW afafafe @ @ e w8, Sl ff Mfted 9 W sw Pgfda el aifee @ifs gw am @t
st @1 FRraver far o ad |

Herea, Ad oo wAg ¥ Agferaw et @t o Wi g8 2 SW W SR ud & W B £ g S¥ ¥ gaa @ud
BT T 75 URIId T 89 A8 & HIH BT B B & AN U $edl ol SUAE Tal 8, Sy 30 S a1k I HI 81 o
80-90 fAfera eftex Yeiferaw uered &9 arex 9§ 4d €1 &1 & Hiegq § 39 89N 59 W 0 8| WiadR I 3| SuHidnai @ @1
R et & o wd o TeE B 2 f o R Yo T W Aieeh e, o, Sor ok SdE I anfy &W A a
Rrerard freret €1 371 wa Aol @1 Pffad AR @ B9 A0 ATa 81 I8 9ER1 BER el 99 T W R ol Q4T BT 81 g g
fFy MY AT 39 W Sodd T B W @ 2 R 3 ARl Bl JHu @1 @ 21 39 a & W § e fRiE S &1 e e
21 59 faer & wemw & 3ng Sl BT ol S 9ed 1 €9 BuiR BuY WfafeT & fae ¥ 3y S S 9ed 1 39 Bl el ol 9ied &
3R AT 25 B B dF S A AP <2 1 WU 39 A # fRAr g S Us aremt bew 2| ofed g FAfYad dR & 3 <@
Brn 5 5 &8 &1 gOudIT 7 8 Uiyl

gt eiferad gerlf # 9% dHM ) freae 8 & 21 Sora § SRE o e S g, R Soe midal 3 a3 taE Wy
QI %l Y& 21§ |Herar g 6 o/ a& Sigl s = H doidl el o, 39 dre & HiemH W 3MY [f¥ad R R dgia H B M Hl
3R A B feE & fde TEd o B B W B |
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AR der 7T TgB TAT A AR B T B AW B g, AfbT R d@ A 39! oo @ @ & F wwea §
AR T WSl @ ol s 8, SU@ SR B9 S Wwls Tel & 1 % €, 3% BRU SN 98 TH R 8@ 8l g™
HTATATAN B A BT W AT aE & AT F Bojd B &1 Uau= 39 fae # w@r enml & wwern g 5 39 Qe # oy 3 &1
arig Hl ARy R o oal, RFe gmre @) 78 9 8, S9a! AT e & 98 ST 8 9@ iR Brarered Jaa @ forg off
WHR gRI 3 HEH S o B Jaeqdhdl &l

U UEel W, 3T A9 IWUl W Ol Bl €, SUD! INB WRGR P &I Pe a1 den fIER & ufa ft e ende wwann|
731 99T ¢ 6 Fffad dR w 39 Ren 7 ov 3o 39 SU SR & S ¥ A 39! B R A 8 9@ |

A AR A I8 R fred € 5 9 e oe @ misal & dgia  Soia a1 SARM O g W W A S SR g, d
T8 I W IR F IS 91 B ol @ SR Sud gay uered fen RA 9w €1 gf Y @ o 3 aoig @ a8 R 2, Afhd g9 e
ac & dRur ugor off het <@ Bl... (@) Shoe ik PR daf &Yo@ § Sl SR S W@ 8, $UH! Bl B SWd gY, UP o Aify
WHR I a1 A1y iR iz & @) SR S arfey | dgiform werelf & Y § e @ @ faAife ofg & on & & a8 wf
& foy faan o1 g 21 &R | 399 2 A gfg 8 @ B 39 W HY WHR R Hi? g @ WR R, SNy a6k B SER
W, BN <9 H 3D ¥ ey g 21 A% Frdes 2 6 W o1 39 e # o e Sem ey, @if g TRIY Gl W) a4l BH oS
| 8 7et Yiferam el &1 aga @ 21 gR R § & wigrertr, drdfierd qon afdn onfl & g #§ A a1d waee e € P a8l W
4 fiem @ Sefle 2| TRAR 7 T8 3 7 Y & AR WWHR B TN 1 @, Hife 1 e fEr & gare # & afes ey s
# W) gDl SAET B B TR &l 81 oid ab gd Ueiferad yerdf & S # snafaiR € €, 9@ 9 weme W g 98 o
b o] 39 9 § WRAR A0 WR I T YA B @ 8, Yeiforad ugrl & 2R 9% ¥ e & 1 Y & 3R guat fhe | A
e @t duraer &7 # w3 off &7 e fAER & 9 &S] B AR rebiia bR @ et #4 aft wat @ g B R aw 9 aFl A
teiferr uerelt &t wWor & forg yam B @ Piffad IR W 376 Sared # it 9 wwed gl @ttt § Surer wwg wd o gy
g9 favard & W Ut A WA Rl § 6 39 A8 & e ¥, WER $I A HIEA] § AW Al $1 Wl & Ugiferd el g
Y DA, PHAT DT =01 B Hhil, Blel-areii_adl b1 FE=or &Y FH4, e W) [Fg=0r & 963, g9 a9M el ') g Hraeor
HE B HM B S U@l b ard H 39 A & aHH Fxan g1 su Ff¥aa R o s a1 wEd et

SHRI SURESH PRABHAKAR PRABHU (RAJAPUR): Madam Chairperson, I would like to congratulate the Minister

for bringing in this Bill virtually as soon as he is sworn in as the Minister of Petroleum and Natural Gas.

In our country, it is an acknowledged fact that infrastructure is a critical problem. The amount of investment that
is needed in infrastructure is colossal. Probably we need something like $1,000 billion for investment in various
infrastructural sectors put together. If we look at the Government finances, it is impossible for the Government to find
such huge resources to invest in infrastructure. Obviously that leaves with the only choice of inviting the private sector to
come and invest. If the private sector has to come and invest, then the Government is supposed to look after the interests
of the common people. The private sector will not necessarily look after the interests of the people and therefore there is a
need for regulation. The regulator, an independent body, will ensure that enough private investments will be put in, but at
the same time it will also ensure that the interests of consumers are properly protected. Therefore, we have to move
towards a system of having a regulator as we have done in many cases. We have the Reserve Bank of India as the

regulator for the banking sector, we have SEBI for the capital market, we have IRDA for the insurance sector, we have
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CERC for the electricity sector, we have TRAI for the telecom sector, we now have a regulator for ports also and now we

are going to have a regulator for the oil sector. [ welcome it.

While welcoming the regulator for the oil sector, I would like to know a few things from the hon. Minister. Our
conventional notion of security has to undergo a change. In the past, we thought that if we have a strong army protecting
our borders, India is secure. We thought that our internal security can be ensured by having para-military forces, police
forces and Home Guards. Now oil is a very important thing because transportation is done on oil. You also know as a
housewife that you will have to do your household duties only through oil and natural gas or through such other fossil
fuels and, therefore, oil security is an important issue now. In this context, we have to look at how oil security of India
will be properly protected and guaranteed. About 80 or probably 85 per cent of our total fossil fuel needs will have to be
fulfilled by importing particularly oil and natural gas in the next 15 years and if our economy grows faster, probably a

higher amount will be required. Therefore, this is an extremely important issue.

This raises some issues. There are some general issues about regulation which are applicable here and I will come
to some specific issues which pertain to this Bill. When we appoint a regulator, we presume that he is an expert wearing a
hat and suddenly we think that he is born as a regulator and he will solve all the problems. But we have seen that
regulators who are drawn from various fields are not necessarily equipped, trained and attuned to the job of doing a good
regulation. If he is a judge, he will do it in a judicial way and if he is a bureaucrat, he will do it in a bureaucratic way. Of
course, the politicians make the Bill, but they never say that politicians should be appointed in the board. I do not know
why they do not say that. We always say that bureaucrats can be appointed, legislators can be appointed, but not
politicians because, I think, we, ourselves, think that we are not fit enough to be appointed in the board, I do not know

why.

We can be appointed as Ministers, we can be appointed as Prime Minister, we can be appointed as Chief Minister,
but not regulator because we cannot do a good job, I think. But whatever is the position that we occupy before we

become a regulator, we should try to understand that we always come with that inhibition, that prejudice of that office.

So, the first and fundamental thing for a regulation to succeed, for a regulation to be effective is that we must have
a proper system of ensuring that right blend of people are elected. Here, we have mentioned who will be the regulator.
We have mentioned that one should be a person who should be a qualified judge, has been a member of the Indian legal
service — I do not know why — or such other person. Therefore, the first and foremost point, which is applicable,

generally is that a regulator should be selected in a manner, who will be actually equipped to do the job.

Secondly, the way we select a regulator is very important. For the first time, I have seen that we have mentioned
in the Act itself where it has been stated that there will be a member Planning Commission, Secretary to the Government
of India, Secretary to the Government of India (Ministry of Finance). I think, the entire wisdom of selection lies with the
bureaucracy, which we think will actually solve the problem. I have nothing against this because they are actually and
definitely the brighter people. But the issue is, if you want to get the right person, the process of election itself is as
important as the person who is going to be selected. Therefore, I also feel that to spread our net wide, we should try and

get the right people and right composition for the Selection Committee.

12/18



11/2/2018

Thirdly, the issue, a general and important issue, pertaining to this is that we are talking about the role of this
Board. What is the role of this Board? The role will be to look at all functions starting from defining, processing,
storage, transportation, distribution, marketing and sale of petroleum and petroleum products. This is a value added
chain. All the functions which are mentioned are actually down-stream, starting from exploration itself. If we do not
explore the oil, we are not able to get it. Therefore, unless exploration is also brought under the ambit of this, the process
cannot be complete. It is a very fundamental thing because the cost of exploration itself, the material that is going to
finally be explored, then refined and processed, is a big one. If it is not explored, how are you going to get the petroleum

resources?

What is the problem that we have got? When I said earlier that about 82 per cent to 85 per cent of our petroleum
products will be imported, that means that there is a need to have more domestic resources to be explored. Therefore,

exploration itself is a huge issue.

I know that one of the things that they did is that they have invited American participation into this in a big way
because Americans, in any way, are the biggest in the oil sector. Therefore, we wanted them to come in. The issue is
how do we make sure that the exploration itself is done in a very transparent manner, it is done in a manner, which is
really ensuring level playing field. Therefore, this particular Bill should have included, as the first process, the
exploration also. We started from refining but excluded exploration. The entire stream of products done is actually

something which, I think, should be properly taken into consideration.

Fourthly, they have talked about various petroleum products. Coal based methylene (CBM) is also something,
which I think, should have been included in the ambit of this because this is something which is not mentioned.
Therefore, CBM is going to be one of the very important sources of hydro-power need. Therefore, this should have also

been included. This is not included. I do not know why.

Then, comes the question of the Board. Clause 42 talks about the Board. I think, this is something, which I
would like to be enjoyed on the Board is that typical regulators are not a statutory board sort of an institution. They are
not an incorporate body. Basically, the regulator’s job is to function on the basis of transparency. It is like a quasi court.
It is like a quasi judicial process. Therefore, here they are actually creating a different type of an institution. We are
creating a Board rather than a Commission or an Authority, which will actually hear the complaints, hear the process.
Therefore, I am a little curious to know why this is called as a Board and not as a Commission or a quasi judicial body,

whose job is to perform this type of a job.

Without going into the merits of the Board, we are not including, in this, imports or exports. This is an important
issue. We are talking about products, a complete value added chain. Now, the Board will have the right also to make
sure enough availability of petroleum products in the country. Can they also authorise or direct that more production is

imported to maintain the balance?

Would they also look into the issues related to the exports? It is because now for some products, for example

naphtha, probably there is a possibility of exports. There is a possibility that such products can be exported. If you export
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the products, it will also create an imbalance into the system. If you import more, it will also have some impact on the

price. I would like to know whether this particular Board has also a right on imports or exports.

Madam, the appeals of this particular Board are going to be heard. I welcome that idea. The body has already
been created by an Act of Parliament. We have created a body by an Act of Parliament for appellate issues to be heard
about the electricity sector. This particular law says that the same body will now hear these appeals. 1 welcome it. It is

because there is no need to create duplication. But, I think, before that we have to amend the Electricity Act itself.

MADAM CHAIRMAN: Please conclude. You have already taken ten minutes which were allotted to you.

SHRI SURESH PRABHAKAR PRABHU : Madam, I thought since you are sitting there, so you will give me more time.

MADAM CHAIRMAN: Two or three Members are there to speak.

SHRI SURESH PRABHAKAR PRABHU : Therefore, the Electricity Act, probably, also will have to be amended.
Again, in this, what we are really saying is that a Technical Member shall also be added under this particular section.
Now, I would like to know when the Tribunal will meet and will hear the matters on electricity, whether this Member will
also participate in the proceedings. If he is participating in the proceedings, will he have a right to vote? It is not
mentioned here whether the Technical Member (Electricity), who is actually a part of that Tribunal, when he is hearing
matters pertaining only to petroleum products, will have a right to vote on that or not. Therefore, I think, that also needs

to be clarified. We will have to amend the Electricity Tribunal Act first. Without that, it will not be possible.

The other issue is the issue related to the consumers. You have mentioned that complaints of consumers would be
heard by this particular Board. When the parallel body — which is already created under the Consumers Complaints Act —
is empowered to hear it, then this body will not hear it. That is the correct and well-taken point. Again, I would like to
request the hon. Minister to codify as to what can be heard by that body and what can be heard by this body. It is because
typically we have seen that normally if you go to a particular authority of the Government, they will say: “I do not hear it,
you go to some other body.” So, I would request him when they make the rules, they should make them in such a manner
that consumers will properly understand which particular complaint has to be heard by this Board and which complaints

have to be heard by the other body.

Madam, since you are telling me to wind up, I have to wind up. [ am coming to the last point. But, [ would have
talked about it a little more. One point is about the office. I do not understand why we have mentioned in the Act that
the office should be located in Delhi. When we go to CPWD — If I am a Minister I may always experience it — the
CPWD will say that they have no accommodation available in Delhi; you go outside Delhi. In the Act you have
mentioned that it should be in Delhi. Take the example of Hindustan Petroleum, Bharat Petroleum, and ONGC. ONGC
is, of course, headquartered in Dehradun but its corporate office is in Mumbai. So, why should it not be there in

Mumbai? If at all you have to hold it somewhere else, why should it be in Delhi? Why should it not be in Hyderabad?

MADAM CHAIRMAN: Please conclude now.

14/18



11/2/2018
SHRI MADHUSUDAN MISTRY (SABARKANTHA): It should be in Gujarat. Why should it be in Mumbai? ...

(Interruptions)

SHRI SURESH PRABHAKAR PRABHU : He is from Mumbai and I am also from Mumbai.... (Interruptions)

I support the Bill. While supporting the Bill, I would like to request the hon. Minister to look into these issues. If
all the issues cannot be addressed right now, at least take care of them in the rules that will be framed. But, my strong

urge will be to include into this the aspect of exploration also.

SHRI TATHAGATA SATPATHY (DHENKANAL): Madam, thank you for giving me this opportunity to give my little
bit to the House on this occasion. Energy security has become a part of our new jargon or a jargon of this UPA
Government, I think, since the time we heard that Mr. George Bush, the second, is going to visit or bless India, and the

Indian soil. Before that, we never heard of energy security. It seemed like this nation was not very bothered about it.

I have a few questions that I would like to be clarified by the hon. Minister.

The hon. Minister is a personality who wins over all the hearts. So, he has an advantage and, therefore, across the
House, across all borders, Members are supporting this Bill. But why is this a Board and not a Commission is not very

clear to us. The moot point is, whether it will be people-friendly or will it be bureaucracy-friendly.

Some of my colleagues, while speaking, have confused this Board probably with PCRA. I would not like to get
into that but it is a fact that with growing middle class in India, with the price of small cars being brought down
drastically in this Budget, there will obviously be more consumption of fuel in this nation, and a Regulatory Board is the

need of the day. We see that in every sector , a Regulator is coming up. So, why not petroleum?

Madam, I am in the Information Technology Committee and I have a little experience that I would like to recount,
and the experience is of dealing with the activities of TRAIL. TRAI has a very nicely worded Universal Service
Obligation, which unfortunately none of the telecom operators are willing to abide by. So, you do not obviously have
telephone or hand phone in the rural areas because nobody takes care of the USO. Similarly, when you have such huge
companies coming into the field of petroleum and you have a regulatory body trying to control them, I do not think that

anything in the shape of a USO will be practicable in this scenario.

It seems that the Government is trying to wash off its hands and dump the whole matter into the laps of the
bureaucrats, and as is visible in Chapter VII clause 40 (2) the matters are appealable to the Appellate Tribunal and,
therefore, the decisions of the Board cannot be audited by C&AG. Therefore, you are keeping the acts of the Regulatory
Board beyond the reach of C&AG. Will that not encourage corruption at very high places? This is a question that

obviously comes to our mind when we think of this Board.
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It seems that we are handing over on a platter this important decision making process to bureaucrats who will be

handpicked by another group of bureaucrats as is evident in Chapter II, clause 4(2).

When America is waging war across the globe to capture lands that have fossil fuel, we somehow probably do not
understand what will be the import of this material in our economic growth. It seems that politicians probably hate
politicians. Therefore, as Shri Suresh Prabhu has very rightly said, none of the Members of this House can ever have a
say in this regulatory body. This august House is eventually responsible to the people of this nation. But something as
important as energy, fossil fuel, petroleum, diesel, kerosene, etc. have been handed over to those people who are not

answerable to the people of this nation.

It is probably the entry of many private players in this field today and in the future, which is instigating the
Government to take such a step. Obviously, the petroleum prices will be fixed by this Board in future. Now, there will be
this question. Who will manipulate this Board or who will regulate this regulatory body? The Government till now
regulated the prices of petroleum products. It was answerable to this House. It could be criticised and it could be pulled
up. Many times in the past we had seen roll backs, roll fronts and roll side ways. So, we had a system which was
answerable to the people. But when you have a body like this regulatory body, which you do not wish to claim to be a
Commission, there cannot be a voice of the people, which will govern this country. So, why do you keep people, who are
not answerable to the nation, in such positions where, tomorrow, they will decide the fate of the economic growth of this

country?

[ would like to know this from the hon. Minister, whom will the Board be answerable to. In the Bill it is said that
the Government can remove the members and it can nominate other members but the conditions are very vague, and they
need to be very clearly codified as to what will be the situation in which the Government can interfere. As is evident in
clause 22 (1), the Board can get into the details. “The Board shall lay down, by regulations, the transportation tariffs for

common carriers or contract carriers..”. It can decide such minute details without being answerable to anybody in general.

Will the regulatory body be permitted to permit a price war? Will it control quality in a nation where we find that
even the Army is supplied with water as fuel in fuel tankers as was evident some years back? So, you are creating an
entity which will not be answerable to anybody. It will become a creature of its own creation created by the bureaucracy
for the bureaucracy and it shall operate also like that. Only a select few will choose their favourites and those favourites
will decide the fate of this country. Since both the sides of the House are involved in passing this Bill—one side had
brought it in 2002 and the other side is bringing it up right now in 2006—we, probably, have not much of a choice in
deciding what will be the fate of this Bill because it is evident it will be passed. But it is with regret that I must say that
we are pushing this country from a state of democracy to a state of bureaucracy, and we all should be very, very

concerned about this.

MADAM CHAIRMAN: Mr. Tathagata Satpathy, please conclude. Only two mintues are left.

SHRI TATHAGATA SATPATHY : I will not even take that much time.

It is because it will eventually affect the lives of the common man, which will be harmful to the nation in future.
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MADAM CHAIRMAN: Thank you very much.

SHRI SURAVARAM SUDHAKAR REDDY (NALGONDA): Madam, it looks that the proposal for the Regulatory
Board has been brought before the House to co-ordinate more effectively the petroleum and natural gas organisations in
our country. It is said that this is to regulate the refining, processing, storage, transportation, distribution, marketing and

sale of petroleum, petroleum products and natural gas.

To speak frankly, I have apprehensions about the Bill. The main source of our energy in this country is petroleum.

MADAM CHAIRMAN : Shri Sudhakar Reddy, you will continue your speech tomorrow. This discussion will continue.

The House stands adjourned to meet at 11 a.m. on 215" March, 2006.

18.00 hrs.

The Lok Sabha then adjourned till Eleven of the Clock

on Tuesday, March 21, 2006/Phalguna 30, 1927 (Saka).
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