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Chennai Petroleum Corporation Limited                                                                     

Chairman’s Address – 49th Annual General Meeting                                                              
7th September 2015, Kamaraj Arangam, Anna Salai, Chennai 

 

Dear Shareholders of CPCL,                                                                                                                  

Ladies & Gentlemen, 

It gives me great pleasure to extend a warm welcome to you all at the 49th Annual General 

Meeting of your Corporation. The Notice convening the meeting, the audited Annual 

Accounts and the Directors’ Report have been mailed to you and, with your permission, I 

take them as read. 

Economic Scenario 

The global economy registered a mixed performance and a moderate growth of 3.4% during 

2014 with US reporting stronger than expected performance while Japan and China could 

not meet the expected growth level. In comparison, India recorded a healthy growth rate of 

7.3% during the accounting year.    

The Indian economy is expected to register a growth rate of 7% in 2015-16, reflecting the 

benefits of the many focussed measures initiated by the Government of India to improve 

business confidence and eliminate infrastructure bottlenecks in the country. Inflation has 

been brought under control, contributed by lower petroleum product and commodity 

prices, which further reduced the manufacturing costs in domestic units. Lower crude oil 

prices have also contributed to reduction in current account deficit. Decontrol of diesel 

prices has resulted in reduction in the fuel subsidies burden of the Government, thereby 

improving the financial position of the country.  

Indian Oil & Gas Scenario 

The global oil & gas sector underwent a significant change during the year 2014-15 with a 

steep fall in crude oil and petroleum product prices as a result of increased production of 

crude oil and shale gas by the United States.  Brent crude oil prices fell from a peak of $ 115 

per barrel in June 2014 to $ 45.22 per barrel in January 2015, resulting in huge inventory 

losses for the Indian refineries. The average price for the Indian basket of crudes fell from $ 

105.52 per barrel in 2013-14 to $ 84.16 per barrel in 2014-15. In terms of price volatility, the 

Indian basket price varied between $ 109.05 per barrel in June 2014 and          $ 46.59 per 

barrel in January 2015 and closed at $ 55.18 per barrel at the end of March 2015. The fall 

continues even now and the price has come down below $ 50 per barrel. 

The demand for petroleum products in India has increased from 158.4 million metric tonnes 

(MMT) in 2013-14 to 164.98 MMT in 2014-15, registering a growth rate of 4.15%, as 

compared to 0.9% growth in the previous year. The growth in consumption of petroleum 

products was mainly on account of higher demand for gasoline at 11.36%, LPG at 10.6% and 
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Petroleum Coke at 22%, while demand for HSD increased marginally by 1.5%.  However, the 

growth in demand for fuel oil/LSHS and naphtha continues to be negative at (3.2%) and 

(3.5%) respectively.  

The production of petroleum products also registered a growth rate of 0.2%, at 220.7 MMT 

during the year 2014-15. Domestic production continues to be higher than the domestic 

demand, leading to export of 63.9 MMT of petroleum products to other countries, leading 

to foreign exchange earnings of about Rs.2,88,563 crore.  

Performance during 2014-15 

Physical Performance 

Your Company achieved the highest ever crude oil throughput of 10.782 MMT during the 

year, as compared to 10.624 MMT during the previous year, with Manali Refinery achieving 

the highest-ever throughput of 10.251 MMT. The capacity utilisation of the secondary 

processing units at the refinery continues to be good with the Fluidised Catalytic Cracking 

Unit (FCCU) achieving the highest-ever throughput of 1.075 MMT, as against the previous 

best of 1.065 MMT in the previous year, representing a capacity utilisation of 138 %. 

Similarly, the Diesel Hydro Treating Unit (DHDT) and the Catalytic Reforming Unit (CRU) of 

Manali Refinery achieved the highest ever throughputs of 2.186 MMT and 0.389 MMT 

respectively.      

During the year, your Company achieved the highest-ever production of distillates at 72.1 %, 

as against the previous best of 71.4 % in 2013-14. Production of MS at 1.050 MMT, HSD at 

4.474 MMT and Propylene at 0.037 MMT was also the highest ever.   

Energy Conservation 

By maintaining excellent operational performance round-the-year and by implementing 

several effective energy conservation measures, your Company reduced the Fuel & Loss 

from 8.78% in the previous year to the lowest-ever 8.65% during 2014-15. An annualised 

fuel savings of 12,500 SRFT (standard refinery fuel per tonne) was realised during the year 

on account of implementation of energy conservation schemes. The Energy Index for Manali 

Refinery was the lowest ever at 62.3 MBN1 as compared to the previous best of 62.5 MBN in 

2013-14. Your Company has been focussing on energy conservation as an area of 

continuous improvement and is implementing several new schemes to reduce internal 

energy consumption.   

Financial Performance 

Despite achieving good physical performance, your Company was constrained to post a net 

loss of Rs.38.99 crore, which was however much lesser than the loss of Rs.303.85 crore 

incurred in the previous year.  This was mainly due to the huge inventory loss incurred on 

product and crude oil due to the continuously falling prices during the year. The gross 

                                                        
1
 MBN = Thousand British Thermal Units/Barrel/Energy Factor 
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turnover during the year was Rs.47,877.82 crore, as compared to Rs.53,923.70 crore in the 

previous year, again due to the steep fall in crude oil and petroleum product prices.  

However, your Company was able to bring down its interest expenditure from Rs.567.97 

crore in the previous year to Rs.403.73 crore during the year. The depreciation too was 

reduced to Rs.226.12 crore as compared to Rs.389.58 crore in the previous year as a result 

of adoption of the revised useful life of assets as prescribed in Schedule-2 (Part-C) of the 

Companies Act 2013. The loss before tax during the year was (Rs.742.39 crore).   However, 

the loss after tax was lower at (Rs.38.99 crore) consequent to recognition of deferred tax 

asset in the current year in respect of carry forward business loss and unabsorbed 

depreciation to the extent of deferred tax liability of Rs.703.40 crore accounted in the 

previous years in line with the opinion received from the Institute of Chartered Accountants 

of India.     

Dividend 

In view of the losses incurred during the year, your Company has not recommended 

dividend. 

Projects  

Projects Completed 

Mounded Bullets   

As a risk reduction measure and in compliance with the recommendations of the external 

safety audit, your Company installed 12 mounded bullets for storage of LPG and propylene 

in March 2015 at a cost of Rs.279 crore.   

Crude Oil Storage Tanks 

Your Company has successfully completed construction of two crude oil storage tanks of 

10,500 kilolitres (kl) each at its Cauvery Basin Refinery to augment storage capacity, at a cost 

of Rs.25 crore.  

Projects Under Implementation 

Resid Upgradation  

Your Company is implementing a Resid Upgradation Project at Manali Refinery at an 

estimated investment of Rs.3110 crore to maximise production of high-value distillates and 

to increase the percentage of high-sulphur crude processing. As part of this, construction of 

major units like Delayed Coker Unit (DCU) and Sulphur Recovery Unit (SRU) is in progress, as 

planned.   Work on other utilities and off-site packages have also been initiated.  The project 

is scheduled to be mechanically completed by July 2016. 

New Crude Oil Pipeline  

Your Company has received clearance from the Ministry of Road Transport & Highways 

(MoRTH) and from the Petroleum Explosives Safety Organisation (PESO) for laying a new 
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crude oil pipeline in place of the existing 45-year-old crude oil pipeline between Chennai 

Port and Manali Refinery.  The new pipeline will enhance the safety aspects in addition to 

reducing crude pumping time at Chennai Port. It would also help bring down demurrage 

charges. The estimated investment is Rs.257.80 crore and the project is scheduled to be 

mechanically completed by November 2016. 

Future Projects 

Your Company has developed an action plan to produce 100% BS-IV quality transportation 

fuels by April 2017, as per the Auto Fuel Vision & Policy 2025 of the Government of India.    

As part of the proposal, your Company has developed a project to revamp and raise the 

capacity of the existing DHDS unit from 1.8 MMT per annum (MMTPA)  to 2.34 MMTPA to 

ensure production of 100% BS-IV HSD with less than 10 ppm Sulphur content. A feasibility 

report is under preparation in this regard and the project is expected to be commissioned 

by March 2017. In case of gasoline, or petrol, the existing facilities will be able to fully meet 

the BS-IV quality specifications. 

Safety 

Your Company accords the highest priority to safety in its operations and has made safety 

systems and procedures mandatory for all its employees and contractors. Training 

programmes were conducted on a regular basis during the year to create and sustain safety 

awareness among the employees and contractors. An on-site emergency mock drill was 

conducted at Manali Refinery while an off-site emergency preparedness mock drill was 

conducted at Cauvery Basin Refinery. 

In line with the norms prescribed by the Oil Industry Safety Directorate (OISD), your 

Company is in the process of implementing automatic rim-seal fire detection and protection 

systems for large-size floating-roof storage tanks, to further enhance safety in their 

operation.    

Human Resources 

Your Company continues to develop the competencies of its employees, who are the key 

drivers of performance and growth. In order to promote cordial industrial relations and to 

create common understanding of issues facing the Company, nine meetings were conducted 

with the office-bearers of the Union and Officers’ Association during the year. In addition, 

11 structured communication meetings were also conducted with office-bearers of the 

Welfare Association.  Your Company has signed a Memorandum of Settlement, under 

Section-18(1) and 2(p) of Industrial Disputes Act 1947, with the recognised Union on work-

related allowances/facilities, cafeteria approach and on career progression policy for 

workmen.  

As part of skills development, your Company has provided training at an average of 2.5 man-

days per employee, with special focus on Leadership Development and Risk Management. 

International Women’s Day 2015 was celebrated on 9
th

 March, 2015, with the theme of 

“Make It Happen.” 
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Your Company is committed to prevention of sexual harassment of women at the work-

place and in this regard, an internal committee has been constituted to deal with such 

complaints and conduct enquiries, if any.  There were no complaints on sexual harassment 

during the year.   

Awards & Recognitions 

In recognition of your Company’s efforts on the safety front, Manali Refinery was bestowed 

with the prestigious State Safety Award (First Prize) under Chemical Industries Category by 

the Government of Tamil Nadu in November 2014, while the Cauvery Basin Refinery (CBR) 

was presented with the Safety Appreciation Award of the National Safety Council, Tamil 

Nadu Chapter, for the year 2012.    

Your Company was also awarded the second prize by the Centre for High Technology (CHT) 

for furnaces/boilers insulation efficiency as part of appreciation for its energy conservation 

measures.    

CBR was presented the Green Award for Industries by the Tamil Nadu Pollution Control 

Board in recognition of the unique measures undertaken for the preservation of 

environment.   

Corporate Social Responsibility & Sustainable Development 

Your Company continues to fulfil its role in Corporate Social Responsibility and Sustainable 

Development, with the objective of improving the quality of life of the communities in and 

around its refineries and for environment protection. Despite the losses incurred during the 

preceding three financial years, your Company has spent Rs.116.58 lakhs during the year 

2014-15 on various CSR & sustainable development projects and initiatives in areas such as 

health, education, women’s empowerment, skills development and promotion of renewable 

sources of energy.  

Your Company has actively participated in the Swachh Bharath initiative of the Government 

of India and has taken up several programmes to create awareness for clean and green 

surroundings among school children and communities in and around its refineries. Your 

Company has also constructed 10 units of toilets in three schools in Chennai and 

Nagapattinam areas under the Swachh Bharath programme. 

Corporate Governance 

Your Company has complied with the mandatory requirements of the guidelines on 

Corporate Governance issued by SEBI and DPE except for the requirement relating to the 

minimum number of Independent Directors, which is now less than half of the total strength 

of the Board.  The Company has taken up the issue with the appointing authority, viz., the 

Government of India.  The appointment of additional Independent Directors is under the 

consideration of the Government of India. A separate section detailing all the actions taken 

with respect to corporate governance in CPCL has been incorporated in the Annual Report 

2014-15. 
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Future Outlook 

Your Company has achieved a crude oil throughput of 2.843 MMT during the first quarter of 

2015-16, as compared to 2.819 MMT in the corresponding period of the previous year.   The 

distillate yield has improved to 74.3% in the first quarter of the year as compared to 71.3% 

in the corresponding quarter of the previous year. 

The Profit After Tax has improved to Rs.923.51 crore in the first quarter of the current year, 

as compared to Rs.510.11 crore in the corresponding quarter of the previous year.  Your 

Company has identified a number of value-addition initiatives and cost reduction measures, 

including new energy conservation schemes.    

Subsequent to the approval of the shareholders through postal ballot in July 2015, the 

Board of IndianOil has accorded approval for subscription  to 100,00,00,000 (100 crore) 

Non-convertible Redeemable Cumulative Preference Shares of Rs.10/- each in  CPCL,  

amounting to Rs.1,000 crore, which will augment the net worth of your Company 

significantly. 
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(B. ASHOK) 

CHAIRMAN 

 

 


