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Bioenergy summit to be
held in Delhi on May 8-9
I

New Delhi: Over 300 industry
leaders, policymakers,
academics and think tank
representatives will participate
in the Bioenergy, Biofuel and
Biomaterial Summit to be held
here on May 8-9, 2025.
Minister of Road Transport and
Highways Nitin Gadkari will
inaugurate the summit, said a
statement by the Indian Biogas
Association (IBA). The summit
aims to develop an actionable
plan for the Indian bicenergy
sector. e



@® MOVE OVER, COOKSTOVES

Biogas is better bet for carbon credits

A GREEN HAND. Mexican company Sistema makes biogas digesters that corporates love to buy for farmers around the country

—
M Ramesh

few yearsago, a cookstove
mania seized the world.
Companies mushroomed
everywhere to venture
into what was seen as a lucrative
business — namely manufacture
“fuel-efficient” cookstoves, distrib-
ute them to rural folk free of cost
and collect carbon credits for the
fuel saved and, thereby, emission
cuts. Soon, the business crumbled
amid reports of alleged misde-
meanours ranging from fraudulent
count of undistributed cookstoves
to overstating carbon dioxide emis-
sions. Investigators found gifted
cookstoves lying in disuse, as the
families continued to cook on con-
ventional stoves. Given the cooked-
up nature of the carbon credits, the
buyers of these credits — compan-
ies committed to emission reduc-
tion targets — lost confidence.
Now, cookstoves are making way
for a new emission saver — cow
dung-based biogas. In India, entit-
ies such as the National Dairy De-
velopment Board (NDDB), Amul,
the Gujarat Cooperative Milk Mar-
keting Federation, Nestle, Danone
and Infosys are into this new busi-
ness. They heavily subsidise the cost
of biogas reactors in return for the
underlying carbon credits. This
helps the companies meet their
emission reduction targets while
also earning them a decent return
from selling the credits. It also
helps farmers get near zero-cost
cooking gas.
Raja is a farmer who rears eight
cows on a holding thatis less thana
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SPOT OF FUN. A biogas digester doubles as a trampoline for children ata
small dairy farm, about 100 km south of Chennai mramesn

quarter acre, near Pooriyam-
bakkam village, about 100 km south
of Chennai. For generations his
family has been growing crops, but
Raja has now stood the business on
another leg — milk production. The
reason: the advent of Akshayakalpa
Farms and Foods Pvt Ltd, the Tip-
tur, Karnataka-based organic dairy
products company that offers to
buy milk from farmers who follow
its conditions on cattle rearing. The
farmers get a premium (and

prompt payment) for organic milk,
which Akshayakalpa either retails,
or turns into an assortment of dairy
products for sale.

Raja’s cows produce a lot of dung
— 20 kg per animal per day. He was
earlier using the dung as manure
but a Mexican company, Sistema-
bio, suggested that he first produce
biogas and then use it as manure.

SAVINGS AND CREDITS
Sistema.bio’s reactor costs 40,000,

eats up 40 kg of dung daily, and
spews 2 cubic metres of biogas —
enough for three hours of cooking
perday.

But Raja didn’t have to pay the
entire cost of the reactor. Instead,
Shell Foundation stepped in and
paid ¥33,000; Raja only had to pay
the rest. He spent an additional
34,000 to ready the cattle shed. The
dung slurry flows into the digester,
which is the size of a double cot.
After 22 days of initial wait, the di-
gester begins to produce gas daily.
The black polymer sheet covering
the digester bulges all the time with
the gas. Raja’s children love it —
theyuse itasa trampoline.

Raja no longer buys LPG for cook-
ing. He reckons his family has saved
%2,200 a month, from his investment
of ¥11,000.

For its investment of ¥33,000,
Shell Foundation gets about 6-7
carbon credits a year, verified and
certified by Gold Standard, a not-
for-profit body launched by the
World Wide Fund for Nature
(WWF). The price of these credits
in the international ‘voluntary mar-
ket’ varies — somewhat dampened
by the cookstove misfire — but $10
acredit isa reasonable hope.

Sistema.bio, which produces the
biogas reactors in Pune, has so far
supplied one lakh units to Indian
farmers in the last seven years,
mostly sponsored by Infosys, Shell
and Nestle. Other companies like
NDDB, Amul and GCMMF have
come on board recently. Ak-
shayakalpa, too, has bought one of
Sistema.bio’s larger (180 kg per
day) reactors for its experimental
farm at Poorivambakkam, where it
has about 25 cows. Hatsun Agro,
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South India’s largest milk company, is
in talks with Sistema.bio.

GAS METER

The model for the distribution of bio-
gas reactors is similar to that of cook-
stoves — gift the gadget in return for
carbon credits. Except, the reactors
cost way more, compared with the av-
erage price of 2,000 for a cooktop,
which fetches 4 credits a year. This
has necessitated a sustained push
to gain acceptance for the concept,
an official of Sistema.bio told busi-
nessline, adding that the effort is
now paying off.

Sistema.bio sees great potential
in this business. There are 70 mil-
lion dairyfarmers in India, the com-
panynoted in arecent press release.
It targets “empowering” one mil-
lion farmers by 2030. It is also ex-
ploring an adjunct business —
biochar, which can sequester car-
bon for hundreds of years. Pertin-
ent to note that Hyderabad-based
biochar company Varaha recently
signed up 1o sell one lakh biochar-
based carbon credits to Google.

There are, of course, lingering
concerns over the integrity of car-
bon credits based on these biogas
plants. Sistema.bio has sought to
address these by acquiring a gas
meter company, Inclusive Energy,
in October 2024. Today, Sistema.bio’s
digesters come with the meters. Be-
sides, the biogas model is more amen-
able to monitoring than cookstoves.

The ‘cookstoves for carbon cred-
its’ business is not dead but under a
cloud, even as biogas and biochar
are moving in swiftly. The carbon
credits industry will get a boost
when the Indian Carbon Market be-
comes a reality.
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BP to expand oil and gas ops
with partners RIL and ONGC

The company’s CEO said it will expand existing operations and seek new projects as well

RiturajBaruah
rituraj.baruah@livemint.com
NEW DELHI

lobal energy giant BP Plcis
eyeing anexpansion of its
oil and gas exploration and
production (E&P) opera-
tions in India through its
partnerships with Reliance Industries
Ltd (RIL) and Oil and Natural Gas Cor-
poration Ltd (ONGC), according to its
topexecutive. Thedevelopment comes
inthe backdropof recentreforms initi-
ated by the Centre to attract more
investmentsin the key sector.

In an email interview, Murray
Auchincloss, chiefexecutive of the Lon-
don-headquartered energy major, said
that in line with the Centre's focus on
the E&P space to achieve self-suffi-
ciency forIndia, the company’s partici-
pation in bidding round for energy
resources has gained momentum,
whichwillhelpitexpand its presencein
the country.

“RIL and BPsupply about one-third
of India’sdomesticgasproduction,” said
Auchincloss. “We will seck to sustain
and grow this through production
enhancements in our current blocks,
secking new exploration licenceaccess
Jjointly with RIL and ONGC, and the
development of discovered/marginal
resourcesinotherblocks through infra-
structure sharing.”

Further, he said BP would also
look at expanding its partnership
with ONGC to more oil and gas
fields, This February, state-run
ONGC and BP signed a contract
under which BPwould serve as the
technical servicesprovider (TSP) for

THE development
follows the reforms

.

BP, one of the largestintemational energy companies in India, has been present in the country's natural gas space through a
partnership with RIL that operates in the Krishna-Godavari and Mahanadi basins.

years,” said Auchincloss, adding that
there is significant potential to expand
the partnership to other oil and gas
ficlds “and through growing partner-
shipsinthe value chain”.

BF, one of the largest intermational
energy companies in India, has been

BP would also ook
atexpandingits

initiated by the govt ~ ONGC partnership
to attract more key to more oil and gas
sector investments fields, CEO said

Pvt. Ltd.

BF's activities in India also include
Castrol lubricants, oil and gas trading.
clean energy projects through Light-
source bp, IT back-office activities, a
new global business services centre,
staffing and training for the global BP

ONGC, BF bid for
offshore acreages in
OALP-IX and are
expected totake
part in tenth round

BP, RiL are eyeing
production of

discoveries in the

natural gas from the

Block NEC-OSN-97/2

from their Krishna Godavaribasindeep-

seablock KG-DWN-98/3 (KG-DG) in the

Bay of Bengal. Theyare noweyeing pro-

duction of natural gas from the discov-

eries in the Block NEC-OSN-97/2

(NEC-25) off the coast of Odisha.

The fresh plans to expand its opera-
tions intonew field comesamid the
government's reform initiatives
including therecentapproval to the
Oilfields (Regulation and Develop-
ment) Amendment Bill 2024-by Lok
Sabha last month. Apart from sev-
eralreformmeasures, the bill's pro-
posal to delink petroleum opera-

the Mumbai High field, India'slarg-
estand most prolificoffshore oil field.
“Workingwith ONGC, deploying our
technology, skills and capabilities, we
believe around a 60% increase in pro-
duction from the baseline is possible
over the initial contract period of 10

present in the country’s natural gas
space through a partnership with RIL
thatoperates in the Krishna-Godavari
and Mahanadi basins off the eastern
shore and includes a 50:50 gas market-
ing joint venture, India Gas Solutions

marine fleet, and the recruitment of
skilled Indian employees for BP'sglobal
businesses.

BP and RIL produce about 28 million
standard cubic metresof gas per day—
almost a third of India's total output—

tions from mining is expected to
bring in more investments into the sec-
tor. BP and ONGC jointly bid for off-
shore acreages in OALP-IX and are
expected to take part in the tenthround.
Foran extended versionof this story, go
tolivemint.conm.



—
Richa Mishra
Hyderabad

“Biomass for cooking is still
very common in rural India.
It contributes to household
& ambient air pollution &
impacts women & children’s
health negatively. Universal
access to LPG through tar-
geted subsidies could solve
both problems” - a tweet by
Soumya Swaminathan read.

But is domestic Liquefied
Petroleum Gas (LPG) af-
fordable in India? The major-
ity will say ‘No”.

DEEP DIVE.

With effect from April 8,
the government announced
anincrease in the price of do-
mestic LPG by %50 for every
cylinder. With this increase,
the price of a non-subsidised
Indane gas cylinder of 14.2
kg has increased to ¥853 in
Delhi, ¥852 in Mumbai and
%868 in Chennai, according
to the Petroleum Planning
and Analysis Cell (PPAC).
Indane is from the Indian Oil
Corporation Ltd stable.

LPG prices hit a peak in
mid-2022, with the cost of a
14.2 kg cylinder crossing
%1,000. To make LPG more
affordable to Pradhan Man-
tri Ujjwala Yojana (PMUY)
consumers and ensure sus-
tained usage of LPG by them,
in May 2022, the government
started a targeted subsidy of
%200 for every 14.2 kg cylin-
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Domestic LPG: A victim of price distortion

HOLE IN POCKET. Public sector oil marketing companies still use the formula given to them in 2002 for deriving the LPG price

Retail prices of LPG increase in the last five years
Mon-subsidised prices of Indane in metros (¥ per 14.2 kg cylinder)
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der for up to 12 refills annu-
ally (and proportionately
pro-rated for 5 kg connec-
tions) for the PMUY
consumers.

LPG prices were further
reduced by 200 in August
2023 and ¥100 in March 2024
for all domestic consumers.

In October 2023, the gov-
ernment increased the tar-
geted subsidy to ¥300 for
every 14.2 kg cylinder for up
to 12 refills per annum (and
proportionately  pro-rated
for 5 kg connections).

Despite this, the cost of
non-subsidised LPG cylin-
ders has increased about 20
per cent since the beginning
of January 2020.

Expensive cooking fuel
will have a direct impact on
the success of PMUY as the
number of refills after the
initial connection will come

Source: Petroleum Planning and Analysis Cell

A third of domestic customers

are PMUY beneficieries

As on April 120149

As on April 12024

(in crore)
Domestic customers
W PMUY customers

Source: Pradhan Mantri Ujjwala Yojana dashboard

down. It would not only be a
strain on the consumer’s
pocket but also to the State
governments, which must
provide compensation for
subsidised LPG to the oil

marketing companies
(OMCs).
‘WHY THE INCREASE?

The argument for the recent
increase of ¥50 in LPG cylin-
ders was that it would
provide support to the prof-
itability of the OMCs, which
were suffering massive un-

der-recoveries on the sale of
domestic LPG.

According to the available
data, India imports about 60
per cent of the domestic LPG
consumed. LPG pricing, as
managed by the Ministry of
Petroleum and Natural Gas,
is largely based on interna-
tional LPG prices, specific-
ally the Saudi contract ptice
(CP), with the government
modulating the effective
price to consumers to pro-
tect them from price
fluctuations.

Consumption outpaces domestic production

('000 tonmes) Production

18,253

2020-21 2021-22

28

27,558 504
12,.:QI\M,H‘I\LzBI\lz,-”

2022-23

M Consumption

31,320%*

29,664
I\uﬂ ls
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Source: Petroleum Planning and Analysis Cell

High dependence on imported LPG

('000 tonnes) Import @ Export
18,335 18,514 18,992
16,476 17,043
452 513 540 525 501
— — — om— —
2020-21 2021-22 2022-23 2023-24 2024-25"
*Till Feb 2025 Source: Petroleum Planning and Analysis Cell

Justifying its latest de-
cision, the Ministry said,
“During the period 2020-21
t02022-23, the average Saudi
CP went up from $415 per
mt to $712 per mt. However,
the increase in the interna-
tional prices was not fully
passed on to the customers.
This resulted in public sector
OMCs incurring 328,000
crore loss due to under-re-
coveries. However, the gov-

ernment approved a one-
time compensation  of
322,000 crore for OMCs to
enable them to operate
freely.”

COMPLICATED PRICING
Before taking the discussion
further, we need to keep in
mind that the OMCs sell
commercial LPG (19 kg) at
market price and if those
from the industry are to be

believed, then the marketers
are making a good ¥600 mar-
gin on it. So, where is the
loss, they question.

On April 3, the Ministry
informed the Lok Sabha that
“While the average Saudi CP
rose 63 per cent (from $385/
mtin July 2023 to $629/mtin
February 2025), the effective
price for PMUY consumers
for domestic LPG was re-
duced 44 per cent (from
%903 in August 2023 to 3503
in February 2025).”

Deriving the LPG price is
not so easy as components
such as ocean freight, trans-
portation charges, market-
ing margins and dealers’
margins are all added before
aprice is derived.

Besides, it is not linked to
crude oil prices. The public
sector OMCs still use the
formula given to them in
2002 for deriving the LPG

price.
Prior to the launch of the
direct  benefit  transfer

(DBT) scheme of LPG, there
were three categories — do-
mestic subsidised LPG, do-
mestic non-subsidised LPG
and commercial LPG.

Since DBTL or PAHAL
(Pratyaksh Hanstantrit
Labh) scheme was launched
in June 2013, domestic LPG
is sold at non-subsidised
rates and companies transfer
subsidy directly to the bene-
ficiaries’ bank accounts.
DBTL was subsequently
modified and re-launched in
2014.

Will the decision to raise
prices prove to be a
dampener for making LPG a
preferred fuel? Besides,
there are States which also
offer a certain number of free
cylinders; what happens to
their finances? LPG is used
as a political tool, too, for at-
tracting votes.

Political parties’ manifes-
tos talk about subsidised
rates or certain number of
free cylinders to attract
voters, which was evident in
the latest State elections.

In fact, the latest move
also saw some State Opposi-
tion parties writing to Union
Petroleum Minister Hardeep
Singh Puri. In his letter KT
Rama Rao (KTR), working
president of the Bharat
Rashtra Samithi, said, “An
LPG cylinder now costs over
1,100 — unaffordable for
crores of poor and middle-
class families.”

“For Ujjwala beneficiaries,
it’s ¥550 per cylinder, and for
non-beneficiaries, ¥853 —
yet you claim it’s only 5 or
%14 per day. Honestly, sir, the
math isn’t matching here...”
he questioned.

The government has pro-
moted the use of LPG and
piped natural gas (PNG) for
clean domestic cooking fuel.
But the very purpose is de-
feated due to the distortion
in pricing. Critics believe
that the pricing should be
free of any political interven-
tion. But this is easier said
than done.
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Govt plans cheap gas lifeline for LNG trucks

Move aimed at reviving shuttered outlets

S DINAKAR
Chennai, 13 April

The government is considering
the allocation of cheap, locally
produced natural gas to trucks
running on liquefied natural
gas (LNG) — India’s new gas
demand centre and a cleaner
alternative to the country’s pol-
luting diesel-based transport —
after state-run refiner Indian
Oil was forced toshut nearly all
its LNG retail outlets due to
high costs and a low customer
turnout, industry sources told
Business Standard.

Indian Oil, the largest oper-
ator of LNG truck outlets, has
shut five of its six outlets for
lack of business, with only one
in Sriperumbudur, an industri-
al area outside Chennai, still

operational. Another seven-
eight outlets are ready but have
not started operations due to a
shortage of LNG-fuelled trucks,
a company official said. The
firm hopes to restart the outlets
if it can secure adequate refu-
elling demand, the official
added. Indian Oil declined to
comment.

Oil-ministry officials are
considering the allocation of
500,000 cubic metres of gas per
day (mmcm/d) — about 0.5 per
centof India’s stagnant domes-
tic gas production and half of
what the industry had sought
— from fields under the admin-
istered pricing mechanism
(APM) to LNG retail outlets,
according to documents
reviewed by Business Standard
and two industry participants.

At $6.75 per million British ther-
mal units (mmBtu), APM gas
costs about half as much as
imported LNG. LNG needs to
be delivered at $8-9 permmBtu
to break even operationally,
officials from a state-run refiner
said — a third lower than spot
LNG prices. The government’s
allocation should meet the
annual fuel needs of 5,000
trucks, industry sources said.
There are hardly 700 trucks ply-
ing today in India, compared to
nearly 900,000 in China, and
industry officials say with the
right push from the govern-
ment India can put 100,000
LING trucks on the road, elimi-
nating millions of tons in emis-
sion and adding gas demand of
around 11 mmcmy/d.

After Indian Oil's closures,

AUTO LNG POTENTIAL

LNG-fuelled LNGdispensing Consumption

vehicles stations (Mtpa)
China 725,000 6,033 135
Europe 80,000 525 1.6
Us 135,000 250 0.8
India . 700 20 Marginal*
Note: 12,000 tonnes; Source: GAIL (India), industry data
there are fewer than 20 LNG industry data showed.

fuel retail outlets in operation
for what was until recently seen
as a sunshine industry and a
pollution cleanser.

China, by comparison, has
around 6,000 outlets. It recent-
ly announced a subsidy
scheme for purchasing LNG
trucks along with plans to
increase LNG retailing stations
10 8,000 in the next few years,

The new Chinese subsidies
would apply from January 1,
2025, to December 31, 2025,
with a truck owner getting a
maximum subsidy of 110,000
yuan ($15,100) to scrap a heavy-
duty truck and buy an LNG
truck, United Kingdom-based
market intelligence agency
Energy Intelligence said. India
gives zero subsidy to the LNG

truck sector.

Indian Oil was forced to stop
operations as losses from run-
ning the facility far outweighed
the benefits of having a pres-
ence in the sector, industry
sources said.

Capital costs were high and
sowere operational losses. LNG
retail outlets cost I5-8 crore,
several times more than a
petrol retail station, burdening
operators with huge sunk costs.
But operational costs are a Killer
because LNG, a cryogenic fuel
stored at -162 degree centi-
grade, presents a unique prob-
lem. Theliguefied fuel tendsto
evaporate in a process called
“boiloff”. “We lose 500-600 kg
of fuel because of lack of cus-
tomers,” an official at a state-
refiner said.

Moreon business-standard.com
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WE’'RE MAKING SURE EVERY STATION IS READY BEFORE LAUNCH: MINISTER

Old car no fuel policy by end of Apr?
most fuel stations get ANPR systems

OUR CORRESPONDENT

NEW DELHI: In a decisive
move to clamp down on vehic-
ular emissions and improve air
quality, the Delhi government
is preparing to launch its much-
anticipated “no fuel for overage
vehicles” policy by the end of
April. With 477 out of 500 pet-
rol and CNG stations in the city
already equipped with Auto-
matic Number Plate Recogni-
tion (ANPR) systems, officials
say the initiative is just weeks
away from full-scale rollout.
The policy, first announced
earlier this year, bars petrol
and diesel refuelling for vehi-
cles that have crossed their per-
missible age limits, 15 years for
petrol vehicles and 10 years for
diesel. These restrictions are in
line with earlier Supreme Court
and National Green Tribunal
(NGT) rulings aimed at phas-
ing out aging vehicles to miti-

HIGHLIGHTS

» CM Rekha Gupta and

Envi minister

» The initial rollout was
scheduled for April 1
but was deferred to
ensure 100 per cent
readiness across all fuel
dispensing points

» The ANPR-enabled
system will automatically
scan vehicle number
plates at petrol pumps
to determine their
registration year and
verify whether they have
a valid PUC certificate

Manjinder Singh Sirsa are
personally overseeing the
final preparations

gate air pollution in the Capital.

“We are just 23 installations
away. The rest of the work will
be completed within 10 to 15
days,” a senior official from
the environment department
confirmed. The initial rollout

was scheduled for April 1 but
was deferred to ensure 100 per
cent readiness across all n’f:l
dispensing points.

The ANPR-enabled sys-
tem will automatically scan
vehicle number plates at pet-

rol pumps to determine their
registration year and verify
whether they have a valid Pol-
lution Under Control (PUC)
certificate. Vehicles that exceed
the age limit or fail to comply
with emission standards will be
denied fuel. Pump attendants
will receive real-time alerts via
aconnected interface, ensuring
on-the-spot enforcement.

Chief Minister Rekha
Gupta and Environment min-
ister Manjinder Singh Sirsa are
personally overseeing the final
preparations. “It’'s important
that the policy is implemented
in full, not partially. We're
making sure every station is
ready before launch,” said Sirsa,
acknowledging the slight delay
but emphasising the need for
uniform enforcement.

The policy also aligns with
the Delhi government’s broader
plan to deal with end-of-life
vehicles. Under recent guide-

lines, such vehicles can only
be released from impound-
ment if they are transferred
to private property or re-reg-
istered in another state with
due permission. Addition-
ally, the 2014 NGT order
prohibits public parking of
vehicles older than 15 years,
strengthening the legal back-
ing for this policy.

Delhi has long strug-
gled with hazardous air qual-
ity, especially during winter
months. Vehicular emissions
are a major contributor to the
problem, making this crack-
down a key element in the
city’s pollution-control strat-
egy. Once fully implemented,
the move is expected to sig-
nificantly reduce the num-
ber of non-compliant vehicles
on the roads, marking a
strong administrative push for
cleaner air and stricter environ-
mental compliance.



FINANCIAL EXPRESS, Delhi, 14.4.2025

Page No. 6, Size:(6.61)cms X (14.62)cms.

Regulated freedom

Fuel pricing needs certain checks and balances,
without undermining profitability of oil firms

Y OCTOBER 2014, a process to deregulate the pricingof petrol

and diesel was formally completed. The decontrol had been in

the offing for several years before it was initiated by the then

United Progressive Alliance IT government in June 2010, The
final push apparently came from the decision of private-sector compa-
nies, notably Reliance Industries, to shut all their retail outlets, as they
could not match the subsidised prices atwhich these products were sold
by state-run oil marketing companies (OMCs). For sure, the decision was
hugely beneficial for the central exchequer and state-owned upstream
oilcompanies,as fuel subsidies have since been contained ingreat mea-
sure. They peaked at close to ¥1 lakh crore in FY13, but has since fallen
steeply — therevised estimate for FY251s ¥14,700 crore, and the Budget
estimatefor FY26is 12,100 crore.

If deregulation had not taken place, subsidy on petroleumwould have
beenwell above 2 lalch crore ayearnow. Not only that the subsidy expen-
diture has been slashed, the opaquefinancingof it via bonds and the bur-
denon upstream firms have been dispensedwith too.Infact, the National
Democratic Alliance government made a quiet attempt to eliminate
petroleum subsidy in 2020 by extending the policy to liquefied petro-
leum gas (LPG): For several monthssince June that year, it did not have to
deposit the subsidy on cooking gas in the bank accounts of target bene-
ficiaries. The opportunity was provided by a drop in global LPG prices.
Evenas theglobal prices firmed up later, the government did not quickly
reinstate the subsidy.

Given this background,it might appear untenable that the samegov-
ernment let OMCs bleed again in the first and second quarters of 2022-
23,and apparentlyadvised themagainst raising retail prices despitesurge
in costs forseveral periods thereafter. Immediatelybefore the 2024 elec-
tions, the OMCs reduced petrol and diesel prices by 2 a litre each, suf-
fering losses. The pre-poll period also saw a steep T300/cylinder cut in
domestic LPG prices. Under-recoveries on LPG rose steeply to T43,000
crore in FY2 5. While the expansion of Ujjwala Yojana was funded out of
Budget, OMCs bore the cost of LPG price cut. On the face of it, it would
seem deregulation is again being turned on its head. However, the gov-
ernment mustbe commended forrestricting the policy digressiontothe
bare minimum, and not denting the profitability of OMCs seriously.

The latest decision to fund the OMCs' LPG losses via an excise hike of
¥2/litre on the two auto fuels and a modest hike in cooking fuel price
shows the same policyintent to even out the burden of contingent poli-
cies on theirbalance sheets.A modicum of caution is warranted in pass-
ingoncosts tothe larger economy asfuel prices are a key determinant of
theinflation trajectory. Ina period whenmonetary policyishard-pressed
to bring the inflation down, for instance, pricing of transportation fuels
requirescalibration. Thatsaid, auto fuelsare heavily taxed in India — taxes
are as high as 70% of the base price and account for 39% of retail selling
price of diesel in Delhiforinstance. With the world rapidly moving toelec-
tric and hybrid mobility, the revenue authorities must plan foran era
when demand for petroleum fuelswill be on a declining path.

FINANCIAL EXPRESS 'on: 14 April 2025 @

reaptoiesn  https://epaper.financialexpress.
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The forces behind the
Centre’s LPG price hike

BY HOWINDIALIVES.COM

The hike, which comesroughly after a year, will see the price ofan LPG cylinder across metros now range from 1853
in Delhi to 3879 in Kolkata. Underpinning this hike is evolving demand-supply dynamics.

The expansion in its coverage and usage as a cooking fuel hasmade LPG politically sensitive to a greater degree than before,
even as domestic infrastructure to support such consumption hasnot kept pace.

Datafromboth the government and oil companies show a sharp increase inactive LPG connections, Even as of 2019-20,
according to thelast National Family Health Survey (NFHS) by the government, 88.6% of urban households used LPG or
natural gas as a cooking fuel. However, production has notkeptpace, forcing oil companies to import LPG toa greater degree.
Imports asa share ofdomestic consumption have risen almost 20 percentage points over the past 10 years. As aresult, the
domestic LPG economy has become highly sensitive to global prices.

The domestic price of LPG paid byconsumers (in Delhi) has closelytracked theeffec- ity Bl | iked this

E arlier this month, the governmentincreased the price of liquefied petroleum gas (LPG) by 350 per14.2 kg eylinder.

tive priceat which LPG has been imported over the years. The only exception to this trend s story? Shareit
was during therun-up to the general elections in mid-2024 and after. While there was by scanning
aspike inthe import price, it was not matched by an increase in domestic prices paid by the QR code.
retail consumers. This hike changes that.
The share of imports in domestic LPG Domestic LPG prices have tracked import
consumption has surged in the past decade prices except around the 2024 elections
Share of imports in domestic LPG consumption (in %) Retail price (in ¥) per LPG cylinder in Delhi
Effective cost (in T) of importing an LPG cylinder
o : 66.4
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Data for FY25is for Apri-February. Data for effective cost of impor ting an LPG cylinder is until February 2025

Source: Petroleum Planning and Analysis Cell, Petroleum ministry



Complete Reach

THE NUMBER of LPG connections inIndia hasincreased from
149 million in 2015 to around 329 million in 2025. Assuming that
asingle LPG connection provides cooking fuel to afour-member
household, this implies that LPG is now the dominant source of
cooking fuel for Indians by a wide margin. Oil companies’ own
estimatesare that 99% of the Indian population is now covered by
LPG, thus implying universal coverage. The expansionin
connections has come about due to increasing affluence, as well
as government schemes to promote the use of LPG such as the
Pradhan Mantri Ujjwala Y ajana (PMUY).

Ofthe total 329 million connections, PMUY beneficiaries, who
access cylinders at about 3300 less than the standard price,
account for about 103.3 million. PMUY beneficiaries asashareof
total LPG consumers have risen from 27% in 2019 toabout 31% as
of2025.
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Active domestic LPG connections
have doubled in the past decade

Active domestic LPG connections ( in million)

I 1 I I T 1 T T I T L
2015 2025
Data as of 1 April for each year.

Source: Petroleum Planning and Analysis Cell, Petroleum ministry

Domestic LPG production has remained
range-bound in the past decade

Domestic LPG production (in million tonnes)

-1
12~ n7z

FY25
Data for FY25 is for April-February.
Source: Petroleum Planning and Analysis Cell, Petroleum ministry

Social Welfare

Production Stasis

IN SPITE of rising consumption, domestic LPG production has
stagnated, at 12-13 million tonnessince 2017-18.In 202425, for
thell-month period to February 2025, LPG consumption was
28.6 million tonnes, against production of 117 million tons.

The gap between production and consumption is unlikely to
be bridged. According to an analysis by the Observer Research
Foundation by Lydia Powell and co-authors: “Indian refineries
are more optimally designed to produce petrol and diesel, and
have lower LPG yields, which in turn limits domestic LPG
production...with abundant LPG availability in international
markets, thanks to increased production from the US, Indian oil
companies are unlikely to dramatically increase LPG production
inthe future.”

India’s traditional fuel suppliers—Qatar, Saudi Arabiaand UAE
—arealso itslargest LPG suppliers, itadds.

Govt bears some cost of LPG via
subsidies, payments to oil firms

FOR 2025-26, the government hasbudgeted 11,100 erore for
LPG subsidies, comprising direct benefit transfer to houscholds
and a scheme to provide new LPG connectionsto poor
households. Interestingly, just 10% of the total beneficiaries
under the PMUY scheme are from Southernstates. Thisis
mainly because many households in Andhra Pradesh, Tamil
Nadu and Telangana were already covered by state schemes.

In addition, there are periodic transfers by the Centre to oil
companies forselling LPG to consumers below a benchmark
price. In 2022-23, it transferred ¥22,000 crore to oil companies
for such ‘'under-recoveries’. The major challenge for the
government isnow on the production side, in getting oil
companies to invest in infrastructure to supply LPG to agreater
extent to the increased, and growing, massof consumers.

howindialives.com is a database & search engine for public data

Central government spending on LPG (% crore) n

W Subsidy | Grant to oil companies for under-recoveries

Fy22 [ 3,421

0

16,817

B 22,000
Fra4 | 12,240

0
Fy25| 15,700

0
FY26 | 1,100
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Revised estimates for FY25 and budget estimates for FY26.
Source: Budget documents
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