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0il refiners on
the margin

Indian majors have to balance between rising
crude prices, muted demand and heavy central
and state levies on retail prices

IMPORTED VOLATILITY
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JYOTI MUKUL
New Delhi, 26 January

hen Saudi Arabia announced a
s N ; crude oil production cut on
January 5, it took the world of
petroleum by surprise and created a
degree of frustration for India. Starting
February and then March, the Saudi
Kingdom will cut production by one mil-
lion barrels a day, though the overall pro-
duction levels of OPEC+ (OPEC plus
Russia) will be unchanged.

The West Asian producer is among the
country’s top three crude oil suppliers.
Over the years, as India sought to reduce
its dependence on Iran for crude oil owing
to geopolitical pressures, it was Saudi
Arabia to which it turned to fill the gap.
Last week, Union Petroleum Minister
Dharmendra Pradhan openly criticised
the OPEC+ decision at a conference where
OPEC secretary general Mohammad
Barkindo was also present, saying the pol-
icy “contradiction” is “creating confusion
for consuming countries”.

OPEC’s second biggest oil producer,
Iraq, for instance, has reduced its 2021 term
supplies to several major Indian refiners by
10-20 per cent, according to a recent Reuters
report, principally to make up for produc-
tion beyond its OPEC quota in the past.
With the Saudi cut, import-dependent India
worries not about crude oil contracts not
being fulfilled but the prospect of soaring

prices. Pradhan cautioned that any price
increase will push India towards alterna-
tive energy sources.

As the world’s third largest consumer
of crude oil, India prefers higher production
and the lower prices that come with it. But
Barkindo offered the assurance that “con-
sumers, in particular India, whatever deci-
sion we take, we have the interest of con-
suming countries in mind”.

At home, retail petrol and diesel prices
have shot through the roof. The historic
high makes it necessary for the governm-
ent to cut duties on these products.
Petrol, for instance, at ¥85.74 a litre in
Delhi comprises ¥32.98 of central levies
and319.32 of state VAT. This means tax is
almost 61 per cent of the retail price.
Similarly for diesel, the retail price of
%7592 on Monday in Delhi includes 331.83
as central excise duty and 10.85 as the
state VAT. This means taxes account for
56 per cent of the diesel price.

Though the petroleum minister may
want these taxes to be cut, there is little
headroom for Union Finance Minister
Nirmala Sitharaman to do so, given the
government’s tight fiscal position.

The OPEC+ grouping is expected to
meet again in early February. Their meet-
ings have become more frequent given that
the Covid-19 pandemic and lockdowns
associated with it have created demand
and price uncertainty in the global oil mar-
ket. “We all agree that the recovery is frag-
ile,” Barkindo admitted.

According to Sweta Patodia, analyst,
corporate finance, Moody’s Investors
Service, production cuts by OPEC will help
manage the supply-demand dynamics and
bring down crude inventory levels, which
are relatively high compared to historical
averages. This, she feels, will provide sup-
port to oil prices.

The key risk for Indian refiners is on
their margins. Last week, in its post-result
analyst call, India’s largest private sector
refiner Reliance Industries Ltd (RIL) indi-
cated that the transportation fuel outlook
remained challenging with excess supply
and a second Covid-19 wave hurting
demand from the European and US mar-
kets. RIL’'s management, however, expect-
ed refining margins to gradually improve
when demand recovers and inventories
are drawn down.

The business margins are under pres-
sure due to the overhang of product stocks
and excess supply from China and resump-
tion of lockdowns in the US and Europe.
According to a report by Moody’s, RIL’s
refining margins will improve from cur-
rent levels but would “remain below mid-
cycle levels” over the next 12-18 months.

Similarly, Patodia says earnings for the
government-owned oil marketing com-
panies (OMCs) — Indian Oil Corporation,
Bharat Petroleum Corporation and
Hindustan Petroleum Corporation — will
improve over the next 12-18 months driv-
en by a recovery in refinery throughput
and refining margins. But she, too, pre-
dicts that “even though we expect refining
margins to improve from less than $1 a
barrel currently, it will still remain below
pre-pandemic levels™.

A Motilal Oswal report notes that des-
pite the optimism surrounding vaccines
and changing macros globally, demand
concerns remain the biggest constraint
on the recovery in refining margins.
“Refiners are facing the longest stretch of
poor refining margins, and simple refiners
are likely to bear the brunt of this.”
According to the International Energy
Agency, refining capacity of 1.7 million
barrels per day is expected to be closed
down permanently (combined) over
2020-21, with the maximum closures
expected in the United States.

The Motilal Oswal report points out the
Union government (through excise duty)
and OMCs (through gross marketing mar-
gins) have been using margins on auto
fuels as a key tool to manage their
finances/profits. “To put this into perspec-
tive, OMCs increased their gross marketing
margins toI3-5 a litre over 2019-20 (from
%2.5-3 alitre in 2016-18) as Singapore gross
refinery margins contracted to $3-5 a bar-
rel from $6-7 during the period,” the report
pointed out.

According to the report, the current
curtailment in gross marketing margins
comes at a time when the growth in
demand for petroleum products in India
has exceeded pre-Covid-19 levels — result-
ing in better absolute marketing segment
numbers for the companies. “In our view,
as crude oil prices stabilise, OMCs would
raise their gross marketing margins on
auto fuels. We reiterate our belief in the
sustainability of marketing margins
around the long-term average (if not high-
er) — while aiding poor refining margins
in the short term as well as cushioning
against possible inventory loss.”

Any upheaval in the global prices, how-
evet, limits companies’ capability to main-
tain their margins, especially if the gov-
ernment does not budge on excise rates.
The ability to push the global increase in
prices on to consumers would, nonethe-
less, be limited given that retail rates are
already high.

Labour codes: Reform 2.0

GOPAL KRISHNA AGARWAL

After the Atmanirbhar Bharat stimulus
package, our government has embarked
on two major reforms — in agriculture
and labour laws. These policy reforms are
market-orientated, bringing efficiency,
transparency and ease of compliance in
both the segments.

There is hue and cry about agriculture
reforms in certain sections. But little is
being discussed about labour law reforms,
which are to be notified in April 2021. As
these are also very important, a larger
debate is welcome at this juncture.

India had 67 per cent of its population in
the working age (15-64 years) in 2019,
according to the World Bank. This high
ratio of working to non-work-
ing age population gives us
an opportunity to reap the
demographic dividend, if we

Economic reforms
require expending
political capital by

working conditions; and (iv) social secu-
rity. The code on minimum wages was
made into law in 2019 and the remaining
three in September 2020.

A disturbing feature of the Indian la-
bour sector is its very high degree of infor-
mality: 93 per cent of India’s labour force
works informally. About 80 per cent of it
works in the unorganised sector and the
remaining is employed informally in the
organised sector of the economy. There-
fore, a lot of focus in these codes has been
to promote formal employment. The def-
inition of “employees” in the code on social
security has been expanded to include
workers employed through contractors,
self-employed migrant workers, addition-
al categories of platform workers etc. It also
provides for the registration of
unorganised workers, gig work-
ers and platform workers, and
says that the central govern-

are able to gainfully employ  the governments, ment will set up a social sec-
this population. Thewindow  as the benefits of urity fund for such workers.
is small and closing fast reformsarespread These provisions, together with

because of falling fertility
rates in India. If we asa coun-
try miss this opportunity, we
will be old before we get rich.
With this, and the fact that employment is
poverty alleviating in mind, the Modi gov-
ernment is on an overdrive to set an
enabling environment.

Indian labour laws are considered com-
plex and restrictive. One of their defining
characteristics is job security of the workers
covered under them. Complexity also imp-
lies huge compliance burden on the com-
panies. As a consequence of this, the labour
to capital ratio is low despite India being a
labour abundant and capital scarce count-
ry. Rigidities in the labour market have also
ensured that the employment elasticity of
Indian economy has remained low. There-
fore, GDP growth does not lead to commen-
surate employment generation.

The unemployment problem is chall-
enging in India because it emerges from
structural rigidities of our labour market.
Therefore, amending and consolidating
29 central labour laws into four codes fig-
ured prominently on the agenda. The four
codes cover: (i) wages; (ii) industrial rela-
tions; (iii) occupational safety, health and

thin and become
apparent only
with a time lag

measures like making appoint-
ment letters compulsory and
allowing business enterprises to
hire workers directly on con-
tract, are aimed at reducing informality.

One of the most significant changes
brought through the new industrial rela-
tions code is the introduction of fixed-term
contracts. The first time fixed-term contracts
were introduced was in 2016 but those were
only for the apparel industry. Though in
2018, these were allowed for other industries
as well, the effect was limited because this
new form of employment was introduced
through changes in rules made under the
Standing Orders Act, which applies only to
industrial establishments with 100 or more
workers. Inthe absence of such an enabling
provision, companies were forced to hire
workers informally. Thus, this change is
expected to boost employment in industries
that experience seasonality in production.
Workers will be eligible to all statutory ben-
efits available to a permanent worker pro-
portionately, according to the period of serv-
ice rendered by them and the minimum
qualifying period would not apply to them.

The focus of the current codes on self-
certification, reduced compliance and sim-

plification will lead to a lower cost of doing
business. Closure, lay-offs and retrench-
ment in factories employing up to 300 wor-
kers would now not need prior approval of
the government concerned. This, coupled
with the fact that even the Standing Orders
has been made applicable to establish-
ments with over 300 workers, means that
smaller companies would not be hobbled
by regulatory cholesterol. Not only this, the
code on occupational safety, health and
working conditions has increased the thres-
hold of its applicability to 20 workers where
the manufacturing process is carried out
using power and 40 workers where it is
done without using power. The govern-
ment rightly believes that when enterprises
grow to a certain size, only then would they
be in a position to bear higher compliance
burden. The biggest beneficiary of the new
codes would be the Micro, Small and Med-
ium Enterprises (MSME) sector. This sector
produces 40 per cent of India’s GDP and
employs a higher number of people per
unit of invested capital.

With other supportive measures like
production-linked incentives, globally
competitive corporate tax rate and bal-
anced free trade agreements, we can safely
say that the central government has almost
solved the jigsaw puzzle that the Indian
manufacturing sector had become, and
Budget 2021 and the years that follow would
see exponential growth in manufacturing
and employment.

Economic reforms require expending
political capital by the governments, as the
benefits of reforms are spread thin and
become apparent only with a time lag,
while the seemingly adverse impact on cer-
tain stakeholder are felt immediately.
Therefore, India has not seen many major
reforms since 1991 and even then, impor-
tant areas like land, labour and agriculture
were left out of the agenda. The biggest
takeaway from these codes, and the recent
reforms in the agricultural sector, is a con-
firmation that a reformist government is
at the helm of affairs and it will rid Indian
economy of its socialist vestiges. That, for
me, is a very reassuring feeling.

Thewriteris National Spokesperson,
BharatiyaJanata Party
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Stopping Future’s assetsale
toReliance may notbe easy

B

SUDIPTO DEY
New Delhi, 26 January

In their latest effort to stall the 325,000
crore-Future Group-Reliance Retail deal,
Amazon.com Inc has asked the Delhi High
Court to restrain Future Group from taki-
ng steps to sell its assets or shares and en-
force the interim order passed by the Sin-
gapore International Arbitration Centre.
In its petition before the
court, Amazon is said to
have sought imprison-
ment of Future group pro-
moters for alleged viola-
tion of securities market
rules by illegally encum-
bering group company
shares. Legal experts exp-
lain the implications of the
latest twist in the Amazon-Reliance battle
for billion-plus consumers’ purse.

Future group

Could someone be arrested for

alleged breach of an international
arbitration order?

Legal experts point out that under Sec-
tion 17 (2) of the Arbitration & Conciliation

In its petition, Amazon
is said to have sought
imprisonment of

promoters including
Kishore Biyani for
alleged violation of
securities market rules

Act 1996, an order passed by the arbitral
tribunal is deemed to be an order of the
court. It is enforceable, as any other court
order, through the Code of Civil Proce-
dure. The Code lays down various modes
of executing a decree, and one such mode
is arrest and detention of the judgment-
debtor in a civil prison, experts add.

There have been few precedents for en-
forcement of interim foreign awards in In-
dia, says Murali Neelakant-
an, a corporate lawyer. These
have primarily been through
invocation of Section 9 of the
Act by applying to an Indian
court to protect the assets
that are the subject of the dis-
pute. However, most legal
experts point out that it is
rare to enforce an interim
order through provisions under the Code.

They say that the interim order by
SIAC in this case was given by an
Emergency Arbitrator. The final arbitral
tribunal has now been constituted by the
SIAC. This tribunal could reconsider,
modify or vacate any interim order of the
Emergency Arbitrator.

“This appears to be a hurried attempt
by Amazon to try and enforce the order of
the Emergency Arbitrator before it is
revisited by the arbitral tribunal that has
now been constituted in this matter,” says
Ajay Thomas, an independent arbitrator.

Why the move seeking arrest of
Future promoters could turn out
to be pre-mature?
Experts point out that two conditions are
required to be fulfilled to invoke the arrest
provisions in the Code. “Firstly, the award
should have been declared as enforceable
and deemed to be a decree of a court.
Secondly, there should be bad faith, not
just indifference to satisfy the decree of
the court,” says Ashish Kumar Singh,
managing partner, Capstone Legal.
Experts say these provisions are likely
to be considered once the court passes
any order on the enforceability of the
award. Currently, Amazon does not have
an order from any court in India that can
stop the asset sale. However, a lot can
change as the case is sub judice before the
High Court, experts add.

Why is it difficult to implement an inter-
im order by SIAC?

The Indian Arbitration & Conciliation
Act, 1996 does not recognise the concept
of an Emergency Arbitrator. The legal fra-
ternity is divided over the larger question
of the validity, recognition and enforce-
ment under Indian law of the “interim”
orders of an Emergency Arbitrator. There
are court orders that have held that for-
eign interim arbitral awards are not
enforceable as a decree of the Court.

In the absence of statutory provision, a
suit can be filed under Code of Civil Pro-
cedure seeking injunctive relief during
the pending arbitration proceedings.
Alternatively, an application for interim
relief can be filed under Section 9 of the
Act, say experts.

CHAITANYA GODAVARI GRAMEENA BANK

(A Government undertaking sponsored by

Website : www.cggb.in

Place : Guntur
Date :25-01-2021

: TENDER NOTICE

“Chaitanya Godavari Grameena Bank floated Request for
Proposal for Data Center space for keeping Servers, Network
equipment etc., for DC setup. For details visit our Bank

General Manager, H.O : Guntur.
Cont : 9390478378

Union Bank of India)

Place:Gangaikendan
Date:25/01/2021

KOVILPATTI LAKSHMI ROLLER FLOUR MILLS LIMITED
(Formerly KLRF LIMITED)
Registered Office: 75/8, Benares Cape Road, Gangaikondan, Tirunelveli-627352,
Tamil Nadu, Phone No : +91-462- 2486532,
Fax Mo : +91-462-2486132, E-mall 1D : ho@kirf.in
Website :www.kirf.in, CIN : L15314TN1961PLCOD4674

BOARD MEETING NOTICE

Pursuznt to Regulation 20 read with Regulation 47 of the SEBI (Listing Obligations and Disclosure
Requirem=nts) Regulations, 2015, Notics is hereby given that a meeting of the Board of Directors of the
Company will be held on Thursday the 4th February, 2021 inter alia, to consider among other matters, the
unaudited financial results for the quartar and nine months endad 31st December, 2020,

The said information is available on the website of BSE Limited {www.bseindia.com) and also available on the

website of the Company (www.klrf.in)

Far KOVILPATTI LAKSHMI ROLLER
FLOUR MILLS LIMITED
5. Firamuthu
Company Secretary & Compliance Cfficer

CORPORATION LIMITED

LAKSHMI FINANCE & INDUSTRIAL

CIN:L65920TG1923PLC000044 Regd., Office:1-10-60/3,
"Suryodaya", Ist floor, Begumpet, Hyderabad - 500 016
E-mail: lakshmi_fic@yahoo.com Website : www.lakshmifinance.org.in

NOTICE

Company will be held on Wednesday

months ended 31% December, 2020.

Place: Hyderabad
Date: 25-01-2021

Pursuant to Regulation 29 read with Regulation 47 of
the SEBI (LODR) Regulation,2015, Notice is hereby
given that a Meeting of the Board of Directors of the

February, 2021 at 12.00 Noon. at the Registered Office
of the Company, to consider and take on record the
Unaudited Financial Results for the 3“ Quarter/Nine

For LAKSHMI FINANCE & INDUSTRIAL CORPN.LTD

MANAGING DIRECTOR

the 03"

Date

Notice is hereby given pursuant to Regulation 47 of SEBI
(Listing Obligations and Disclosure Requirements) Regulations,
2015, that a meeting of the Board of Directors of the
Company has been convened on Monday, 1st February, 2021,
inter alia, to consider and approve Unaudited Financial
Results for the quarter ended 31st December, 2020.

for SURYALAKSHMI COTTON MILLS LIMITED

Place : Secunderabad
: January 25, 2021.

SURYALAKSHMI COTTON MILLS LIMITED

Registered Office: Surya Towers, 6th Floor, 105 S.P Road, Secunderabad - 500 003
Ph.: 040-27819856 / 27885200 email : sicmitd@suryalakshmi.com;
website : www.suryalakshmi.com; CIN - L17120TG1962PLC000923

NOTICE

By order of the Board

Sd/-
E.V.S.V. SARMA
COMPANY SECRETARY
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PANKAJ POLYMERS LIMITED

P CIN L2014 TE18E2PLC0 14414
Regd. Of: ¥° Floor, 'E’ Block, 105, Surya Towers, 5 P Road
Secunderabad - 500 003, Tefangana, Ph: DE0-2TEITTA3,
Emall ID; inlo@pankajpolymars com; Webailn: wivw, pankajpolymans com

NOTICE & haraby gren pursiant o Regulation 20 read with 47 of tha SEBI (Lisling
Oblgations and Disclosure Requiremanis) Regulatons, 2015 thal a Meating of Board of
Diractors of the Company will be held on Friday, the 12ih day of Februsry 2021 ol the
Registared Office fo consider and approve among olher things, Unaudited Financisl
Rasults for the guaranning months ended on 2181 Decambar 2020,
for Panks) Palymans Limibed
Sd/- Pankaj Goel
Managing Dirsctor

Data: 25.01.2021
Place: Secunderabad
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